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Abstract
Several studies examined the capital market effects and the impact on accounting quality after the mandatory
IAS/IFRS adoption. Two different approaches have been widely adopted: the pro-standard and the pro-incentive.
According to the former, the IAS/IFRS standards have a positive impact as a result of their higher quality,
compared to local GAAP. On the other hand, the pro-incentive approach emphasizes the importance of
incentives, especially ones related to the institutional settings, and predicts greater effects in countries
characterized by strong legal systems and effective enforcement mechanisms. The most recent empirical
evidence seems to support the pro-incentive approach. This literature review underlines the evolution of this
research stream, stressing the different used approaches, in order to explain their mixed results, and trying to
explain the implied reasons why recent papers move to a different approach which seems to provide a finer and
more dynamic interpretation of the pro-incentive hypothesis, weakening the presumed influence of the
preexisting legal systems and underlining the role played by firms’ incentives per se and by changes in
enforcement mechanisms.
Keywords: international financial reporting standards (IAS/IFRS), pro-standard, pro-incentive, accounting
quality, legal system, enforcement mechanisms
1. Introduction
Since 2005, IAS/IFRS have been being adopted by several countries all over the world as a mandatory regime.
Such an event represents one of the most important milestones in accounting history. The declared goals of this
new reporting system is to enhance financial statements comparability, improve corporate transparency, increase
financial reporting quality, and thus provide greater benefits for investors (EC Regulation No. 1606/2002).
Specifically, such aim can be pursued relying on a set of standards able to convey information which are likely to
be more useful and therefore relevant, faithful, comparable, verifiable, timely, and understandable (IASB/IFRS
Conceptual Framework for Financial Reporting). It follows that the basic assumption is that the IAS/IFRS
reporting system is likely to consist of high quality standards. Supporting such thesis, some studies investigated
this primary issue, comparing IAS/IFRS with sundry domestic standards. They find that the former have a higher
quality and are more comprehensive than most local GAAP (Ding, Hope, Jeanjean, & Stolowy, 2007; Bae, Tan,
& Welker, 2008).
Regardless of the aforementioned literature concerning the evidence on the intrinsic features of IAS/IFRS,
several studies examined the relationships between this reporting system and a number of factors that should be
theoretically affected by changing in this field. In particular, trusting the characteristics and the objectives of
IAS/IFRS, one would expect that their adoption entails an improvement in reporting outcomes and other related
issues such as: accounting quality and capital market effects.
Several prior researches focused on the subsequent effects of the voluntary IAS/IFRS adoption. Particularly, such
literature highlights that voluntary IAS/IFRS adoption is associated with an increased accounting quality (Barth,
Landsman, & Lang, 2008), lower costs of capital (Kim, Shi, & Zhou, 2010; Daske, Hail, Leuz, & Verdi, 2008),
grater market liquidity and trading volume (Leuz & Verrecchia, 2000), higher earnings response coefficients
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(Bartov, Goldberg, & Kim, 2005), less accounting flexibility and higher analyst forecast accuracy (Ashbaugh &
Pincus, 2001; Ernstberger, Krotter, & Stadler, 2008; Hodgdon, Tondkar, Harless, & Adhikari, 2008; Bae et al.,
2008), an increased investment flows thanks to the attraction of more foreign mutual funds (Covrig, DeFond, &
Hung, 2007), and more favorable terms of loan contracts (Kim, Tsui, & Yi, 2011). Hence, aside from very few
divergent findings (Note 1), evidence from these studies suggests that the voluntary IAS/IFRS adoption is able to
improve corporate transparency and increase financial reporting quality, thus enhancing the value relevance of
information and leading to capital market benefits (Note 2). However, this result has to be interpreted cautiously
as it likely reflects self-selection biases, rather than IAS/IFRS reporting itself and so reflects firms’ behaviors or
many other independent factors (Daske et al., 2008).
After 2005, another important strand of economic literature has focused on the mandatory IAS/IFRS adoption
effects. However, those who expected a replication of findings obtained in studies concerning the voluntary
IAS/IFRS adoption have had to revise their expectations inasmuch empirical evidence is extremely mixed (Kim,
Liu, & Zheng, 2012, p. 2062), especially in cross-country analysis which seem to be the core of this research
stream.
The aim of this paper is to review this kind of studies, which analyze the impact of mandatory IAS/IFRS
adoption, stressing the different approaches followed in order to explain their mixed results. To this end, I set up
a review of studies which examine the impact of the mandatory IAS/IFRS adoption in a cross-country context.
Findings reveal, on average, a positive impact related to the mandatory adoption of IAS/IFRS and two different
approaches followed in order to explain such effects: the pro-standard and the pro-incentive. The former assumes
that IAS/IFRS are a set of higher quality standards compared to local GAAP, thus the detected positive impact on
reporting quality can be considered as a natural result arising from their implementation. In support of such
thesis, findings reveal, on average, that the larger is the gap between IAS/IFRS and domestic standards, the
grater the effects are (Daske et al., 2008; Aharony, Barvin, & Falk, 2010; Li, 2010; Byard, Li, & Yu, 2011;
DeFond, Hu, & Hung, 2011; Florou & Pope, 2012; Hong, Hung, & Lobo, 2014) (Note 3). Hence, one could infer
that IAS/IFRS are the solely or the mainly responsible for the benefits in reporting practices. However, this
results have to be warily interpreted because not all studies underline a positive relationship or the same degree
of correlation between the mandatory IAS/IFRS adoption and the detected effects, rejecting the “one size fits all”
assumption. Moreover, it is also essential to consider other factors which can influence the observed effects, such
as the general economic trends or shocks and, above all, incentives, legal institutions, and enforcement
mechanisms. In the wake of such hypothesis, the pro-incentive approach argues that incentives are the basis for a
high quality reporting outcome regardless of the available set of standards.
The early prevailing idea was that incentives are themselves strongly influenced by the quality of legal systems
and by the enforcement mechanisms. Supporting this thesis, early evidence highlights that the benefits of the
mandatory IAS/IFRS adoption are greater in countries with strong legal system and enforcement. Nevertheless,
the evolution of these factors and some critical issues concerning the models used to evaluate them seem to lead
to a finer and more dynamic interpretation of the impact of the mandatory IAS/IFRS adoption, weakening the
presumed influence of the preexisting legal systems and underlining the role played by firms’ incentives per se
and by changes in enforcement mechanisms.
Overall, this paper differs from prior similar ones for at least two reasons. First, without claiming to have
reviewed every single paper on the topic, the period covered by this literature review is longer than previous
studies (ten years from the mandatory IAS/IFRS adoption). Second, unlike prior literature reviews, this study
also tries to provide a conceptual framework within which the reader can retrace the evolution of this research
stream, pointing out the logics that have supposedly led to different findings and changes in the interpretation of
evidence. Thus, it can also be useful for researchers to take stock of the situation and to try to understand which
is the best way to follow in this research stream.
The remainder of the paper is organized as follows. In section II, there is a discuss of the literature related to the
pro-standard and the pro-incentive approaches, both from a theoretical perspective and relating to their use in
studies which analyze the impact of the mandatory IAS/IFRS adoption. Section III is dedicated both to the critics
of some classical research design features and to the new approaches followed in these research stream. Finally,
section IV consists of conclusions and final remarks.
2. Pro-Standard vs. Pro-Incentive
The IAS/IFRS adoption, both voluntary and mandatory, has always attracted considerable interest because of the
capital market effects and the impact on accounting quality expected after their implementation. Many studies
have attempted to analyze this topic, following two different approaches: the pro-standard and the pro-incentive.
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Prior researches, necessarily focused on the voluntary IAS/IFRS adoption, were typically based on the
pro-standard hypothesis, according to which accounting standards determine the reporting quality. Consequently,
the adoption of a set of high quality standards, as IAS/IFRS are declared, should increase the financial reporting
quality and should also generate positive capital market effects. Therefore, many studies examine the impact of
the IAS/IFRS adoption per se, neglecting any other factor-such as incentives and institutional environments –
that could have influenced the adoption effects (e.g., Ashbaugh, 2001; Ashbaugh & Pincus, 2001; Lang, Raedy,
& Yetman, 2003; Leuz, Nanda, & Wysocki, 2003; Lang, Raedy, & Wilson, 2006).
In order to overcome such limitations Barth et al. (2008)-still following the pro-standard approach – include
variables in their research designs to control for incentives and institutional contexts. Nevertheless, the authors
declare that they cannot be sure that their findings are led by changes in the financial reporting system per se
rather than by changes in firms' incentives and by the institutional environment, so indirectly confirming what
has been suggested in other studies.
Indeed, many authors have argued that the mere adoption of a higher quality set of standards is not sufficient to
improve the accounting quality unless firms’ incentives, countries’ enforcement mechanisms, and countries’
and/or firms’ governance mechanisms lead companies to communicate higher quality information (Ball, 2001;
Ball, Robin, & Wu, 2003; Berkowitz, Pistor, & Richard, 2003; Durnev & Kim, 2005; Francis, Khurana, &
Pereira, 2005; Hope, Jin, & Kang, 2006; Burgstahler, Hail, & Leuz, 2006; Doidge, Karolyi, & Stulz, 2004; Lel &
Miller, 2008; Leuz, Lins, & Warnock, 2010). In particular, these studies are based on the pro-incentive approach
according to which, as a consequence of the discretion allowed by the IAS/IFRS principle-based nature,
reporting incentives-rather than the accounting standards per se-influence the financial reporting quality and the
capital market effects. Moreover, this approach suggests that, since IAS/IFRS are also more equity-based than
debt-oriented, the benefits from their adoption should be more prominent in equity-based contexts (such as the
UK) than in debt-based ones (such as Germany).
Once the IAS/IFRS regime became mandatory in 2005, several studies had been examining a wide range of
economic consequences and whether the financial reporting quality improves as a result of such an event.
Specifically, researchers have mainly focused on cross-country analysis in order to better assess the possible
differences which might have arisen among countries after the imposed switch to the IAS/IFRS rules. However,
considering the assumptions of the pro-standard and the pro-incentive approaches which may lead to different
explanation of the findings, in this first strand of research there is not a prevalent approach yet. Indeed, almost all
studies provide a step-by-step analysis through which, after a general test, authors try to figure out the role
played by firms’ incentives and the role played by standards per se.
Looking to the first step of analysis, through which the whole of the cross-sectional studies tried to examine the
general effects related to the mandatory IAS/IFRS adoption, I find an extremely mixed evidence, especially with
regard to the results pertaining the accounting quality. In fact, some studies suggest that the mandatory IAS/IFRS
adoption has led to a positive impact on reporting quality, while others provide evidence that such an event has
had negative effects or no influence on accounting outcomes.
Specifically, Chen, Tang, Jiang, and Lin (2010) show that the mandatory IAS/IFRS adoption is associated with
less earnings management, lower absolute discretionary accruals and higher accruals quality but, at the same
time, they also show an increased earnings smoothing and a worsening in terms of timely loss recognition. By
considering the last two proxies of accounting quality, Devalle, Onali, and Magarini (2010) obtain similar results,
as well as Ahmed, Neel, and Wang (2013) who also find a significant increase in aggressive reporting of accruals.
Thus, while Chen et al. (2010) are not able to clearly define the impact of the mandatory IAS/IFRS adoption,
Devalle et al. (2010), and Ahmed et al. (2013) conclude that accounting quality decreased after such an event.
However, there are other studies which highlight a positive impact after the mandatory IAS/IFRS adoption. In
particular, Aubert and Grudnitski (2011) find a greater timeliness of accounting information and (similarly to
Chen et al., 2010) a higher quality of discretionary accruals, even if the results obtained are quite modest.
Moreover, Horton, G. Serafeim, and I. Serafeim (2013) find a better forecast accuracy due to the improvement of
the accounting quality. Finally, Kim et al. (2012), showing an increase in audit fees, argue that these ones grow
up because of the higher complexity brought about by IAS/IFRS adoption, but decrease thanks to the
improvement in financial reporting quality. Taken together, evidence from the last three studies suggest that the
mandatory IAS/IFRS adoption has enhanced the accounting quality.
Therefore, as previously mentioned, there is not a common orientation regarding the effects of the mandatory
IAS/IFRS adoption on the quality of the reporting outcomes.
As regards to the economic consequences due to the forced change in the accounting system, we noted a smaller
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heterogeneity of results, which are more consistent with the hypothesis that supports a positive influence of the
new reporting regime. These studies are mainly focused on capital market effects. In particular, Daske et al.,
(2008) find that, on average, market liquidity increases around the time of the mandatory IAS/IFRS adoption, but
they document a decrease in firms’ cost of capital and an increase in equity valuations only considering for the
possibility that such effects occur prior to the official adoption date. These market benefits are also supported by
Li (2010), who shows a significant reduction of the cost of equity, and by Armstrong, Barth, Jagolizer, and Riedl
(2010), who observe a positive market reaction after the mandatory IAS/IFRS adoption. Moreover, the latter
research highlights incremental benefits for firms with lower quality information and higher information
asymmetry in the pre-adoption period, consistent with the expected improvement in the reporting quality. Other
authors used market proxies in order to investigate their relationship with other factors influenced by changes in
the reporting system. Specifically, Aharony et al. (2010) set up a model which include three accounting variables
(goodwill, research and development expenses, and asset revaluation) in addition to the book value of equity and
earnings, and they find an increased value relevance of the three accounting numbers for investors in equity
securities. Florou and Pope (2012), analyzing the institutional investors’ reaction, highlight a boost for
institutional holdings and for the number of investors. Landsman, Maydew, and Thornock (2012) suggest that the
information content of earnings announcements on abnormal return volatility and on abnormal trading volume
increases in countries following the mandatory IAS/IFRS regime. In addition, Chen, Young, and Zhuang (2013)
underline the positive effects detected with regard to the investment activity, while Hong (2013) find that the
mandatory adopters’ voting premiums statistically decrease subsequent to the mandatory IAS/IFRS adoption.
Ramanna and Sletten (2014), in turn, by analyzing some market features, find that the perceived network
benefits enhance the degree of the IAS/IFRS harmonization among countries and that smaller ones have a
differentially higher response to these benefits. At last, Hong et al. (2014) observed a decrease in IPO (Initial
Public Offering) under-pricing and an increase in the relative proceeds from foreign markets following the
mandatory IAS/IFRS adoption.
Overall, the abovementioned studies suggest that the new mandatory reporting system have had positive capital
market effects. However, this could not be considered as a certainty inasmuch some other findings reveal
confused evidence or no impact after the mandatory IAS/IFRS adoption. Specifically, Devalle et al. (2010)
analyze the influence of earnings on share price and the influence of book value of equity, and they provide
mixed data about the increase in value relevance of reporting outcomes among their sample. The same goes for
Aubert and Grudnitski (2011) who have mainly focused on determining the value relevance and timeliness of
market-based earnings. Finally, Byard et al. (2011) find that the new set of international standards has lead to no
statistically significant changes in analysts’ forecast errors, forecast dispersion, or analyst following.
Therefore, although with a different degree compared to the influence on accounting quality, prior literature also
provide a mixed evidence about the capital market effects following the mandatory IAS/IFRS adoption.
Such heterogeneity in the aforementioned findings does not seem to be very surprising. In fact, some authors
have focused their studies on possible pre-existing differences among countries which could also influence the
extent to which the mandatory IAS/IFRS adoption impacts on the accounting quality and on the capital market
effects. First of all, Nobes (1998; 2006) identifies several cultural, market and institutional settings or incentives
as the reasons that can lead to international heterogeneity in spite of the general mandatory IAS/IFRS adoption.
Moreover, Soderstrom and Sun (2007) argue that cross-country differences, especially in accounting quality, are
likely to remain even following the mandatory IAS/IFRS adoption because the reporting system outcomes are a
function of the overall institutional settings, including the countries’ legal and political systems.
Starting from these hypothesis and considering the mixed findings obtained examining the effects of the
mandatory IAS/IFRS adoption, almost all the above studies (Note 4) set up a second step of the analysis in order
to figure out the different impact that this event could have had among countries. To this end, authors try to
investigate the role played by the accounting standards per se (pro-standard approach) and the influence of
incentives and institutional environments (pro-incentive approach). In particular, the empirical evidence suggests
that, consistent with the pro-incentive hypothesis, the capital market benefits and the effects on accounting
quality, following the mandatory IAS/IFRS adoption, are larger in countries with strong legal systems and
effective enforcement mechanisms. However, findings also supports the pro-standard hypothesis, since the
influence of the changes in the financial reporting system is higher in countries in which the gap between
IAS/IFRS and local standards were greater.
Thus, apart from very few studies which obtained opposite findings (Note 5) as a result of their general evidence,
we notice that, on average, there is not a prevalent approach between the pro-standard and the pro-incentive. In
particular, the empirical evidence suggests that both the standards per se and the incentives play a critical role
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and that their interaction is able to generate even greater benefits.
3. A New Perspective
As a result of the first part of this literature review, it can be argued that the above mentioned studies are
complementary with regard to the interpretation of the influence of accounting standards per se, incentives, and
legal systems on the effects detected following the mandatory IAS/IFRS adoption. However, regardless of the
pro-standard approach which has not been fully denied, the pro-incentive one has undergone a great evolution
and seems to have recently gained a leading role in the research stream that I’m examining.
In particular, according to the basic hypothesis of the pro-incentive approach, the incentives themselves
influence the financial reporting quality and the capital market effects but, at the same time, they are in turn
influenced by many other factors among which the quality of the legal system and the effectiveness of the
enforcement mechanisms seem to be the most important. For these reasons such elements are used to evaluate
the power of the incentives in a country. Indeed, following the pro-incentive approach, the main findings show
that the capital market benefits and the effects on accounting quality are greater in countries with strong legal
systems and effective enforcement mechanisms. Nevertheless, the models used in order to evaluate such
institutional features have been widely criticized because they seem to be outdated and/or tainted by some biases.
Specifically, the most used frameworks are the ones provided by La Porta, Lopez, Shleifer, and Vishny (1998);
La Porta, Lopez, and Shleifer, (2006); Djankov, La Porta, Lopez, and Shleifer (2008); and those of Kaufmann
(starting from 2007).
The first two studies examine the legal rules concerning the protection of shareholders and creditors, the origin
of such rules, and the effectiveness of their enforcement mechanisms among many contexts. In particular,
findings show that the common-law countries generally have the higher quality of the legal system and the better
enforcement mechanisms, the French-civil-law countries are the worst, and the German- and
Scandinavian-civil-law ones are placed in the middle. However, several authors have criticized this approach,
especially with regard to the anti-director index which is a proxy for the protection of shareholders and which is
largely used in cross-country analysis in order to classify the countries in a sample. Specifically, the critics of
such index arise from its ad hoc nature, from many other conceptual ambiguities and biases in the research
designs, and from some outright mistakes in coding the index (Pagano & Volpin, 2005; Spamann, 2008).
Similar consideration may be also filed for the study of Djankov et al. (2008) that does not solve all the issues
addressed, although it try to overcome them providing a revised anti-director index and a new proxy for the
investor protection, such as the anti-self-dealing index (Siems, 2008).
Moreover, other authors – above all Coffee (2007) and Mahoney (2009) – argue that the aforementioned proxies
are likely deficient because they measure the rules on the books and do not capture how the law is really used.
More specifically, Coffee (2007) argues that, in order to better assess such legal and institutional features, one
should rely on the inputs and on the outputs of the processes and that the evaluation of enforcement should
include both public and private measures of this element.
The same also goes for the studies of Kaufmann (starting from 2007), that set up the worldwide governance
indicators, relying on six broad dimensions of governance – the most used of which is the rule of law – evaluated
mainly thanks to survey, commercial business information providers, non-governmental organizations and public
sector organizations. Indeed, even this approach has been criticized because some authors suggest that the
dominant measures of governance are problematic, suffering from perceptive biases, adverse selection in
sampling, and conceptual noise with economic policy choices (e.g. Kurtz & Schrank, 2007). Moreover, Thomas
(2010) argues that a key issue is to understand whether the indicators really measure what they purport to
measure likely relying on wrong data, rather than poor data.
According to the critics, some authors have started to identify alternative methods for the evaluation of the
quality of legal systems and enforcement mechanisms. In particular, Jackson (2007) seems to be one of the first
to attempt to estimate the enforcement mechanisms quality relying on inputs and outputs of such a process across
countries. Likewise, Jackson, and Roe (2009) measure the public enforcement powers through proxies which
consider the real resources available to regulators.
However, despite of the alternative methods, Holthausen (2009) already argued that even if the evidence
concerning the relationship between enforcement and accounting standards is provocative, it is not so strong and
compelling. Moreover, he wondered whether authors have used appropriate measures of enforcement in the
international accounting literature. Indeed, if the proxies used to evaluate the enforcement or the legal
environment are noisy, then it might be well find that the empirical evidence obtained is noisy too.
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Even if the reasons are not officially due to what has been argued before, recent studies, focused on the
pro-incentive approach, have forsaken the classical research designs. Specifically, they are no longer based on
the presumed influence of the preexisting legal systems’ features, but they stress the role played by firms’
incentives per se and by changes in enforcement mechanisms.
In particular, Daske, Hail, Leuz, and Verdi (2013), by analyzing the effects on liquidity and on cost of capital
around the mandatory IAS/IFRS adoption and according to the assumption of the pro-incentive approach,
recognize that firms have considerable discretion in the implementation of the new standards. Indeed, some firms
could make very few changes in accounting practices and adopt IAS/IFRS more in name, while for others the
switch to the new reporting system could be lead by the willingness to enhance their commitment to transparency.
For these reasons, they classify the IAS/IFRS adopters into “label” and “serious” and analyze whether the
capital-market effects are different across the two sub-sample. Unsurprisingly, the evidence shows that a “serious”
adoption is associated with an increase in liquidity and a decline in cost of capital, whereas a “label” adoption is
not. However, the key issue is that, when authors explore the relationship between firm-level incentives and
country-level institutional factors, they do not observe any clustering of serious and label adopters in certain
countries sampled relying on the above criticized models. Thus, unlike what might have been expected, even
firms in countries with weak legal institutions could seek to commit to more transparency and obtain benefits
following the mandatory IAS/IFRS adoption. Therefore, regardless of the pre-existing legal systems’ features,
the firms’ incentives per se play a key role in explaining the mixed evidence highlighted after the
implementation of the new reporting regime.
Another study which seems to deny the models used in prior literature is the one of Christensen, Hail, and Leuz
(2013) that aims to identify the sources of the observed capital-market effects after the mandatory IAS/IFRS
adoption. Specifically, they find that such an event have had little impact and that the expected effects are
concentrated in the European Union (EU) and limited to five EU countries that made substantive changes in
reporting enforcement. According to their findings, there is little evidence about capital market benefits
following the mandatory IAS/IFRS adoption without substantive enforcement changes, even when a country
have a strong legal systems. Moreover, the authors show that even firms located in countries that experience
enforcement changes but did not concurrently switch to IAS/IFRS experience similar capital market benefits.
Therefore, Christensen et al. (2013) suggest that changes in reporting enforcement-or (unobserved) factors
associated with these changes-play a critical role for the effects that follow the mandatory IAS/IFRS adoption,
and that the change in accounting standards per se seems to have had little influence, indirectly denying the
pro-standard approach. However, with regard to the latter issue, it is necessary to mention Barth and Israeli
(2013) that analyze the findings obtained by Christensen et al. (2013). In particular, they argue that the evidence
in Christensen et al. (2013) suggests that both the changes in enforcement and the mandatory IAS/IFRS adoption
lead to capital market benefits. In fact, by examining the statistical analysis provided by Christensen et al. (2013).
Barth and Israeli (2013) suggest that the greatest benefits are obtained when the mandatory switch to the
IAS/IFRS reporting system is combined with changes in enforcement. Thus, they conclude that is inaccurate
asserting that enforcement conveys capital market benefits but the IAS/IFRS reporting regime does not or that
the latter matters but enforcement does not, because both are necessary to confer capital market benefits.
Overall, evidence from the aforementioned studies consider the evolution of the key institutional factors and
some critical issues of models used to evaluate them. In this way, they seem to lead to a finer and more dynamic
interpretation of the impact of the mandatory IAS/IFRS adoption, weakening the presumed influence of the
preexisting legal systems and underlining the role played by firms’ incentives per se and by changes in
enforcement mechanisms. However, even if the pro-standard approach seems to be shelved, empirical evidence
continues to highlight the albeit slight explanatory power of the standards per se.
4. Conclusions and Remarks
This paper provide a review of studies focused on the effects that follow the mandatory IAS/IFRS adoption in a
cross-country context. Prior literature highlights extremely mixed findings about the accounting quality and the
capital market effects. Such heterogeneity has been supported relying on two different approaches – the
pro-standard and the pro-incentive-which have been considered as complementary. Indeed, it has been argued that
the benefits of the mandatory IAS/IFRS adoption are higher in countries in which the gap between IAS/IFRS and
local standards were greater (pro-standard) and are larger in countries with strong legal system and enforcement
(pro-incentive).
However, the evolution of these factors, some critical issues concerning the models used to evaluate them, and the
need to identify the main responsible of the observed heterogeneity, seem to lead to a finer and more dynamic
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interpretation of the impact of the mandatory IAS/IFRS adoption, weakening the presumed influence of the
preexisting legal systems and underlining the role played by firms’ incentives per se and by changes in
enforcement mechanisms, although not completely denying the pro-standard approach.
For these reasons, I believe that it could be interesting if future researchers will try to systematically overcome the
biases stemming from the most used preexisting models (as discussed in Section 3), in order to better understand
the pro-standard approach and do not indirectly analyze this topic, as for example in Barth and Israeli (2013).
Moreover, I think that a key issue is represented by macroeconomics trends that can affect the research findings,
especially for those studies that analyze the economic consequences of the IAS/IFRS adoption. Therefore, I
encourage researchers to develop models which are able to take into account this aspect.
Finally, it is a common ground to be focused on large companies in this research stream. However, such an
approach may suffer from a systematic bias, especially with regard to studies focused on the capital-market effects
that follow the mandatory IAS/IFRS adoption. Therefore, I suggest to evaluate if the same findings are obtained
by analyzing smaller firms after the IAS/IFRS adoption.
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Notes
Note 1. Van Tendeloo and Vanstraelen (2005) find that IAS firms have more discretionary accruals and a lower
correlation between accruals and cash flows. Cuijpers and Buijink (2005) suggest that analysts need time to
understand financial statements under the new standards. They find that recent adopters have higher forecast
dispersion and lower analyst following than early adopters.
Note 2. One could certainly find other studies concerning the effect of the voluntary IAS/IFRS adoption, but this
is not the aim of this paper and the mentioned literature is a mere means which help to reveal the prevailing trend.
Note 3. Even if there are few other studies that do not fully confirm such results (e.g. Chen et al., 2010), this
definitely seems to be the prevailing trend.
Note 4. Reserches by Devalle et al. (2010), Aubert and Grudnitski (2011), and Horton et al. (2013), do not provide
this kind of analysis.
Note 5. Chen et al. (2010) argue that the magnitude of the IAS/IFRS impact do not depend on the quality of the
legal system or on the differences between the international standards and local GAAP. While, Ahmed et al. (2013)
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suggest that the negative effects highlighted in their studies are larger in countries with strong legal systems and
effective enforcement mechanisms.
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