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ABSTRACT 

The study explored the mediating role of organizational culture in the relationship between 

accounting ethical practices and financial reporting quality in LGs in the Busoga sub-region, 

Uganda. The study was guided by the following objectives: to examine the relationship between 

accounting ethical practices and financial reporting quality of LGs in the Busoga sub-region in 

Uganda; to assess the relationship between accounting ethical practices and the organizational 

culture of LGs in the Busoga sub-region in Uganda; to assess the relationship between 

organizational culture and financial reporting quality of LGs in the Busoga sub-region in Uganda; 

and to establish the mediating role of organizational culture in the relationship between accounting 

ethical practices and financial reporting quality of LGs in the Busoga sub-region in Uganda. A 

study was rooted on the Stewardship and Contingency theories. A cross-sectional research design 

was adopted. A population of 172 with a sample of 120 was selected. A survey tool was used on 

quantitative approach. The study found that (1) the relationship between accounting ethical 

practices and financial reporting quality exists; (2) the relationship between accounting ethical 

practices and organizational culture was evident; (3) the relationship between organizational 

culture and financial reporting quality was confirmed; and (4) the mediating role of organizational 

culture in the relationship between accounting ethical practices and financial reporting quality was 

found to be partial. From 120 LGs in Busoga sub-region, 112 participated accounting for 93.3% 

response rate. This study makes the following important contributions to the financial reporting 

quality literature: (1) Organizational employees, particularly those involved in financial 

management, should receive regular training on ethical standards, relevant laws, and the 

consequences of unethical behaviour, in particular on the integral use of accounting systems, to 

enhance financial reporting quality. (2) Local governments should be grounded on a strong 

organizational culture that promotes integrity and good ethical behaviour, which are fundamental 

to accurate financial reporting; (3) finally, organizations should align financial reporting objectives 

with the company’s core mission by ensuring that financial data not only meets regulatory and 

performance standards but also reflects the values and long-term vision of the organization. 

However, the study was limited to cross-sectional research design and quantitative approach 

which may not generalize to other organizations or local populations. Therefore, future 

research should consider a hybrid approach to provide deeper insights into FRQ in LGs to 

explore cause-and-effect relationships through repeated observations overtime. 
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CHAPTER ONE 

INTRODUCTION 

 

1.0 Introduction to the Study  

This chapter contains the background to the study, problem statement, study purpose, specific 

objectives, hypothesis, study scope, significance of the study, and the conceptual framework.  

1.1 Background to the Study 

Worldwide, the need to improve the financial reporting quality of the government has turned as a 

main issue on the front burner, especially in developing countries such as Uganda (Abata, 2022).  

Local governments (LGs) are designated as centres of quality service delivery that largely drive 

front-line services in most basic service areas by ensuring quality financial information, 

transparency, regulatory controls, accountability and corporate decision-making for proper 

economic sustainability (MoFPED, 2024). This measure of command necessitates a tenet of robust 

financial reporting to meet the growing local governments’ needs such as auditing, financial 

management, budgeting and accounting (Osunbor, 2022).  

Financial Reporting Quality (FRQ) refers to the accuracy and relevance of the organization’s 

reported financial information that reflects how well the financial statements depict the economic 

reality of the organization and the usefulness of the information for stakeholders in making 

decisions (Gardi & Aga, 2023). Financial reporting quality is crucial for transparency, 

accountability, good governance, trust and communication of financial information about the 

resources and performance of the organization (Alzoubi, 2020) and, can be measured in terms of 

its features, such as relevance, compliance, timeliness, and comparability of the financial reports. 

Despite the associated benefits of financial reporting, studies reveal declining financial reporting 

quality among local governments. For example, in Australia, according to Auditor General annual 
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