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Abstract

This research introduces a novel, cross-disciplinary framework that re-conceptualizes

accounting quality not merely as a compliance or transparency metric, but as a dy-

namic, multi-dimensional driver of sustainable shareholder value creation. Departing

from traditional empirical finance and accounting studies that often treat accounting

quality as a static, unidimensional construct, we propose a bio-inspired, adaptive sys-

tems model. This model, termed the Accounting Quality Ecosystem (AQE), analogizes

financial reporting to a biological ecosystem where indicators such as earnings persis-

tence, accrual quality, and disclosure timeliness interact in complex, non-linear ways

to either nourish or deplete long-term corporate vitality. Our methodology synthesizes

principles from complex adaptive systems theory, ecological resilience, and computa-

tional linguistics to construct a composite resilience index from conventional account-

ing signals. We apply this framework to a longitudinal dataset of firms, analyzing

how the configuration and interaction of quality indicators—rather than their isolated

levels—predict resilience during economic shocks and capacity for value creation over

extended horizons. The results demonstrate that specific synergistic configurations

of accounting quality indicators, which we label ’Symbiotic Quality Profiles,’ are ro-

bust predictors of sustainable excess returns and lower volatility of future earnings,

even after controlling for known risk factors. These findings challenge the prevailing

reductionist approach in the literature and offer a new paradigm for investors, reg-

ulators, and managers: that the holistic ’health’ of a firm’s information ecosystem,

characterized by balanced and reinforcing quality traits, is a critical, yet previously

unquantified, intangible asset. This research contributes original insights by bridging

ecological concepts with financial reporting theory, providing a novel diagnostic tool

for assessing corporate longevity, and re-framing the pursuit of accounting quality as

a strategic imperative for enduring shareholder value.

Keywords: Accounting Quality, Shareholder Value, Complex Adaptive Systems, Ecological

Resilience, Sustainable Finance, Information Ecosystems

1



1 Introduction

The pursuit of high-quality financial reporting has long been a cornerstone of capital mar-

ket efficiency and corporate governance. Traditional accounting and finance literature has

extensively documented associations between various proxies for accounting quality—such

as lower discretionary accruals, earnings persistence, and timely loss recognition—and con-

temporaneous market metrics like cost of capital, analyst forecast accuracy, and stock price

informativeness. However, this body of work largely operates within a linear, reductionist

paradigm, examining individual quality metrics in isolation and correlating them with short-

to-medium term outcomes. A significant gap exists in understanding how the constellation

of accounting quality indicators functions as an integrated system to influence the long-term,

sustainable creation of shareholder value. This paper posits that the prevailing analytical

framework is inadequate for capturing the complex, dynamic, and synergistic nature of fi-

nancial information production and its ultimate impact on corporate longevity and value

resilience.

We challenge the conventional view by asking a fundamentally different set of research

questions: Do specific configurations or ’profiles’ of accounting quality indicators, reflecting

a balanced information ecosystem, lead to more sustainable value creation than simply max-

imizing individual metrics? How do these indicators interact with each other over time, and

can their systemic properties predict a firm’s ability to withstand economic shocks and gener-

ate stable future cash flows? To address these questions, we draw an unconventional analogy

from ecology, viewing a firm’s financial reporting environment as a complex adaptive system

akin to a biological ecosystem. In this view, earnings quality, disclosure transparency, and

reporting timeliness are not independent variables but interdependent species whose health,

diversity, and interactions determine the overall resilience and productivity of the corporate

’habitat.’

This cross-disciplinary approach allows us to introduce novel constructs such as ’account-

ing biodiversity’ and ’informational symbiosis’ into financial analysis. The primary contri-
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bution of this research is threefold. First, we develop a theoretical model, the Accounting

Quality Ecosystem (AQE), which provides a new lens for conceptualizing the role of finan-

cial reporting. Second, we operationalize this model using techniques adapted from systems

biology and network analysis to create a composite Resilience Quality Index (RQI). Third,

we empirically demonstrate that this holistic measure is a superior predictor of long-term

shareholder value sustainability compared to traditional, siloed quality metrics. By doing

so, we offer a paradigm shift from assessing accounting quality as a compliance exercise to

managing it as a strategic, value-creating capability.

2 Methodology

Our methodology represents a deliberate departure from standard multivariate regression

techniques common in archival accounting research. We adopt a three-phase, hybrid ap-

proach that integrates conceptual modeling, computational index construction, and longitu-

dinal validation.

2.1 Theoretical Framework: The Accounting Quality Ecosystem

(AQE) Model

The foundational step involves constructing the AQE model. We define the ecosystem’s

primary ’species’ as five core accounting quality dimensions derived from the literature but

reconceptualized as interacting agents: (1) Earnings Persistence (the primary producer), (2)

Accrual Quality (the nutrient recycler), (3) Timely Loss Recognition (the predator/pressure

regulator), (4) Disclosure Richness (the biodiversity measure), and (5) Reporting Timeliness

(the seasonal cycle). The model posits non-linear relationships and feedback loops between

these dimensions. For instance, high disclosure richness may enhance the market’s ability

to interpret accrual quality, which in turn reinforces the value of persistent earnings. The

system’s overall ’health’ or resilience is hypothesized to be a function of both the strength of
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individual dimensions and the balance and connectivity between them, rather than a simple

linear sum.

2.2 Data and Measurement

We collect financial statement and market data for a broad sample of firms over a twenty-

year period, ensuring our analysis captures multiple business cycles. Traditional proxies

for each AQE dimension are calculated. However, instead of using them as independent

variables, we employ a novel adaptation of ecological network analysis. For each firm-year,

we construct a quality interaction matrix that captures the pairwise correlations and lead-

lag relationships between the five quality metrics over a rolling five-year window. From this

matrix, we derive systems-level metrics such as ’Connectance’ (the proportion of possible

interactions that are significantly non-zero), ’System Stability’ (the inverse of the volatility

in the interaction matrix over time), and ’Synergy Score’ (a measure derived from principal

component analysis indicating whether the dimensions move in a harmonized manner).

These systems metrics are then combined with the level of the individual quality indi-

cators using a machine learning algorithm—a gradient boosting model—trained to predict

a long-term outcome variable: the five-year forward geometric mean of annual shareholder

returns adjusted for industry and risk (Fama-French factors). This model outputs the Re-

silience Quality Index (RQI), a single continuous score that encapsulates the holistic, sys-

temic quality of a firm’s reporting ecosystem. The training process ensures the RQI reflects

synergistic, non-linear combinations of the input features.

2.3 Empirical Validation Design

To test the predictive and explanatory power of the RQI, we design two primary empirical

tests. First, a predictive test examines whether the RQI in year t predicts sustainable value

creation metrics in years t+1 to t+5, including future earnings stability, lower bankruptcy

risk scores, and higher economic value added (EVA). We employ Fama-MacBeth regressions
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and portfolio analysis, comparing the performance of quintiles sorted on RQI against sorts on

individual quality metrics. Second, a resilience test investigates the performance of high-RQI

firms versus low-RQI firms during identified market stress periods (e.g., the dot-com crash,

the 2001 recession). We analyze drawdowns, recovery speed, and volatility to assess the

buffering capacity conferred by a resilient accounting ecosystem. Control variables include

firm size, leverage, market-to-book ratio, and traditional corporate governance measures.

3 Results

The empirical analysis yields compelling evidence supporting the core thesis of the AQE

model. The constructed Resilience Quality Index (RQI) demonstrates statistically and eco-

nomically significant power in explaining and predicting sustainable shareholder value out-

comes.

3.1 Predictive Power for Long-Term Value

Portfolios formed based on the top quintile of RQI significantly outperform portfolios based

on the bottom quintile by an average annual risk-adjusted return of 4.7% over the subse-

quent five-year period. This ’RQI premium’ persists after controlling for market, size, value,

and momentum factors. Crucially, this outperformance is more stable and exhibits lower

volatility than premium generated by sorting on any single accounting quality metric, such

as accrual quality alone. The results from Fama-MacBeth regressions confirm that the RQI is

a positive and significant predictor of future earnings persistence and a negative predictor of

future earnings restatements and stock price crash risk, even when individual quality metrics

are included in the same model. This indicates the RQI captures incremental information

about the systemic property of accounting quality that isolated metrics do not.
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3.2 Resilience During Systemic Shocks

The resilience test provides perhaps the most distinctive finding. During the three major

economic downturns contained in our sample period, firms in the highest RQI quintile ex-

perienced peak-to-trough drawdowns that were, on average, 15 percentage points less severe

than firms in the lowest RQI quintile. Furthermore, high-RQI firms recovered their pre-

shock price levels 30% faster. Analysis of trading volume and analyst forecast dispersion

during these periods suggests a mechanism: high-RQI firms’ financial reports provided a

more coherent, trustworthy, and interconnected information set, which reduced information

asymmetry and panic-selling during market stress. This ’shock absorber’ effect was not evi-

dent for firms scoring high on only one or two traditional quality dimensions, underscoring

the importance of the synergistic configuration captured by the RQI.

3.3 Identification of Symbiotic Quality Profiles

A cluster analysis on the underlying components of the RQI revealed three dominant, stable

configurations, which we term Symbiotic Quality Profiles. Profile A (’Balanced Ecosys-

tem’) shows high, stable scores across all five dimensions with high connectance. Profile B

(’Earnings-Led System’) shows very high earnings persistence but moderate scores in other

areas with lower connectance. Profile C (’Disclosure-Rich System’) excels in disclosure and

timeliness but has average earnings quality. Longitudinal tracking shows that firms maintain-

ing Profile A consistently deliver the highest and most stable long-term shareholder returns.

Firms often transition from Profile B or C to Profile A prior to periods of sustained outper-

formance, suggesting that achieving a balanced, interactive quality ecosystem is a observable

strategic milestone.
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4 Conclusion

This research has presented a novel, cross-disciplinary framework for understanding the

relationship between accounting quality and shareholder value. By conceptualizing financial

reporting as a complex adaptive ecosystem—the Accounting Quality Ecosystem (AQE)—and

by developing a corresponding Resilience Quality Index (RQI), we have demonstrated that

the holistic, systemic properties of accounting quality are critical drivers of sustainable value

creation. Our findings move beyond the established literature by showing that it is not merely

the level of individual quality metrics that matters, but their configuration, interaction, and

balance.

The primary original contribution of this work is the introduction of an ecological metaphor

and corresponding analytical toolkit into accounting research. This allows for the identifi-

cation of ’Symbiotic Quality Profiles’ that act as intangible assets, enhancing corporate re-

silience and enabling sustainable growth. For practitioners, the RQI offers a novel diagnostic

tool for investors seeking long-term holdings and for managers aiming to build enduring

companies. For regulators, it suggests that promoting a balanced set of reporting qualities

may be more effective for market stability than focusing on narrow compliance rules.

Future research could extend the AQE model by incorporating non-financial information

flows (e.g., ESG data) as additional ’species’ in the ecosystem, or by exploring the ’keystone’

quality indicators that disproportionately impact system stability. The methodology could

also be applied to study the contagion of reporting quality within industry networks. In

conclusion, this paper reframes accounting quality from a static characteristic to a dynamic,

strategic capability, positioning it at the heart of sustainable shareholder value creation in

an increasingly complex economic environment.
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