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The Impact of International Financial Reporting Standards -~
Adoption on The Accounting Quality: Empirical Evidences From ' -

The Saudi Business Environment

Abstract: :

This study aims to contribute to the continuous debate about the
impact of the international financial reporting standards IFRS on
the quality of accounting through examining the impact of IFRS on
three dimensions of the accounting quality: the qualitative
characteristics of accounting information, the level of transparency
and earnings management. To achieve this goal, the researchers
used the content analysis to examine the financial reports of a
sample of registered Saudi companies (160) during two years 2016
and 2017, and correlation and regression models were used through

the STATA program in analyzing the results.

The results showed that, in general, there is no effect of the
TFRS on the accounting quality, as there is no significant impact of
the application of IFRS standards on both types of earnings
management. In addition, there is no substantial improvement in the
qualitative characteristics of the accounting information after the
adoption of the IFRS standards.

According to these results, the researchers recommends
continuous review of IFRS standards and updating them in the light

“of application problems, providing the necessary explanations to
reduce the flexibility available in some standards, preparing the
accountants to improve the level of professional practice in the
Saudi environment through the development of university
accounting curricula to teach these standards, Capital Market
Authority and Saudi professional bodies to raise the awareness of
the importance of adopting IFRS.

Keywords: : .

Accounting  Quality; Disclosure Quality;  Qualitative
Characteristics of Accounting Information; Earnings Management.
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oAl Slaall lasgie ol LS (15.561) (5)line Cilinils (26.981) J guayl
(0.592) Al (Y+11) sle 8 (0.521) (e (TRANS) Jsusd! el
& el ebas¥) &l Ciyelil Gus Lo ) &ilaYl (Y01 Y) ole i
(PPE) wlaadlly cliadly culShiad) Aea) i 505 (V) ady Jsaall
< (Y2)7) ple (4 (16.739) (1 Ly bl 2ule ol da i gia aly Gaaa
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Slasliall 2o gl Gua Ll 378 DA lad) Cucajas Al GISHal sxe
2 c‘—_ui Sl AN AL s cpa 28(31.25%) A aalie (50)
oaleds) s Iy W A3l . (68.75%) Ay 520lie (110) Caaline
(58) wlawliall e aly Eus ! Llla (3 g (st Al QISEN 22e
Gyl (o Aase Lyl A L ol s (o (36.25%) Aty 3L
Ala o) LeS ¢(63.75%) dras 52815 (102) claalie daay o (5352l
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LAY Al A (0) o) Jgaall aaiig Jaln V) jlsal aladin &5 duslaall
oibaa Gaddli G Le (s (g5na bal)) g ale (S0 A0l gy
“gpine bl dpag A e Ll L Arulaall 3ag Ciliiag (IFRS)
Slasbeall e gill (ailadll (5w JS5 (IFRS) alas Gk (i ansa

Slaslaall Ll pailadll (o J€ 8 Guad ) (5352 (IFRS) uilee
=l b 385 5 Al IS il Ul AN (St
o sl julaall ciaga il agay aafi AN B Agag ae Lo s
O el (e Ll 3gag (M AT dga e ) uds Asulaal) Baga
Lo (REM) =ills (| AEM) oulaall Lgse g zeoyll 8)lalg (IFRS) ulas
Lo 525 Adsall ulaall Badad as g st el )la) lijlan (B B0l S
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onbas 5805 Jon 4o late 200 i) lb aady Ay adaall 53ga e
rolaall ¥ 5 il pa 3ty Lo sag drulaall 535a e (IFRS)
Agiadall Sl iy gl (gl e

Lo iaga Ggina Bl 3gag sgdil Llo Y] il ¢ Lo ) ALyl
S Glagleall 4ol pailadlls dugiod) Ll b LSRAY (Sgiue Cp
esill pailadl) ciias LalS si ) el 4l s (g5 ana pisy) LalS
s Gl LAl (ggisa g Lyl o ) il ol g L laglaall
A2 dadiall Clasbeall (ggiane 8305 Em Cpandivall daiie ST Cila gl
O Elail) gdis LaS .25 laally agall Aullay aadle e sl fpniit
s Al ABlay a5 clagleall e gil) ailadlly ABLAY (S5iun (a S
o S8kl laill dgas a3 Lay lrdlly alaal) Lgadaals iyl B
LA (ggiime 53l sy (Ml 7 Laly) 53 G ol srslaall (oY)
Bl dusylaa (Ao 528l (e ann reddiial] Lgindiag Clagleall 339a 53L54
Sase (gina bl dgag et LoV il cdllh ) BLaYl )l
L B el adles 35 O oS Lo ) 5] e o Lo e
B A g il Agns ae 3o Y Lo say Lee g Al Blal A las,
gl B he o
Aulpl) cipiial (Pearson Correlation) bisy) Adgiaa (0) ab) Jgaa

IFRS QC [ TRANS | AEM | REM
IFRS | 1.0000
QC | 0.2818* | 1.0000
TRANS | 0.3525* | 0.9051* | 1.0000
AEM [-0.2894* | -0.4500* | -0.3640% | 1.0000
REM [ -0.3229* [ -0.6393* | -0.6253* | 0.2302* | 1.0000
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1 oagudll ladls Jlaady) Jalas Y-t

Lialy dlad) B3ga cibuiia e (IFRS) ules Gk il laaY
sl 53l (panel data) < by Jaaiy) 7 3la pladsal o3 Auhall (g )b
O Sl Jg¥) il JLasYs syl gila A el b laey) 4
o3 Lgshaais el B (e (IFRS) Lxlse Ll daleally Auhall (gag 8
bl syl 3gad plasiul

EMit = ﬁo + Bl IFRSK + Bg CSR + [33 TAit + B4 GROWTH“ + BS
BIG4;, + P LEVi + B7 CFit + Bs A PPE; + Bo LOSS; ++ Bio
CGit+ €

&

e

el Bl EM =

gl e ks aie (1) Al 38k ety it IFRS =
LS CA (Lea) 5 Al )

Ayl aas CS»

Lol ek : TA =

cciagpal b i i GROWTH®

lgiaalye ot Sl cul 1) (V) Aesdl) 2wl peag e BIG4 =
Wl i (+) Railly (S Aanball (e ] s

Al dadl ) Jana LEV =

o) len) ) Al At} G ool GRS CE =

LCilanally YY1y el 4l APPE=

(Joa) gmajhu\;g;(\)ggwj_)__@; LOSS =
Ll Cday

AaSgal) plai Baga CG=
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7 Bla) IS sl ynall Al Gum iy g3l aladn ) g
Jorall aaisg .53l 50 (REM) Axdll eyl )35 550 (AEM ) (ulsal
z 35l SN} (Random-effects GLS regression) Jlassyl zalw Jull
U ghalls (EM) polall ssiall JlaaiV) il Jo¥) eyad) ey das
(Prob > chi2 = 0.0000) 7 35aill & g5ixa =il miagig .(REM) puaiall
Lo Limidia s (R-5Q) ot o V) canilm e slael) 4ulSa) (oSas Loy
B snall 8 sl e B A el (o g 3saill 508 aae (uSay
g Blalg (IFRS) Gndsl G (fgina Byl 35 pae milaall el
Bl dglan e sulaall Ab 55 e (uSe Lay ddadlly Lslaal) Lgakaaty
Al pag A o Sl IV sl daua uh L sag )l
(IFRS) sulea Ji (uldl jlasi¥) Jalad il (1) a8 Jgaa
@2illy laall 7l Bl Ao

Part1: AEM Part2: REM

Coef. | P>z Coef. | P>|z|
IFRS -0.5989351 [0.754|.0175939 | 0.569
CS -0.3507837 | 0.000 | -0.0390759 ] 0.091
TA -0.4254075 10.014 | -0.0167183 | 0.309
GROWTH 0.8789003 | 0.468 | -0.0924277 | 0.049
BIG4 0.1229597 |0.445|-0.0818134 | 0.001
LEV -0.6794779 [ 0.051|-0.039291 |0.274
CF 0.8438535 |0.000 | 1.340636 | 0.000
A PPE 0.9864236 |0.039 | -0.0058763 | 0.037
LOSS 02110229~ | 0.071 | 0.0638754 | 0.158
CG 0.0000547 |0.917 | 1.8305210 |0.209
Number of obs 160 160
Number of groups 2 2
R-sq: overall 0.2248 0.4281
Wald chi2(10) 44.67 115.26
Prob > chi2 0.0000 0.0000
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(IFRS) Lgtee il Glely bl (ag i e Sl QRN LSRN
1 Sl s 7z 3ga alasiul o Lalad)) (sgse e

TRANS;, = fo + B IFRS;; + B2 CSic + B; LEV; + Pa PRO; + Bs
TA; + Ps BIG4i + B7 CLi + Bs FSii + Py CGyt e

Pl

Augid) il A8lesl) (g : TRANS

Adgall Jlall o) pulas [FRS =

ASyal ana S =

AW Al Jas: LEV ®

Aoyl : PRO ®

Jalaall danda TA =

re Lginalye o 450 €3] (V) dedl a2l oeay i s BIGA ®
Al e (+) Aadily Sl Anaball Ol N

G o Bite 355l iK1 (V) e aaly oeag e CL ®
- A e (v) Aailly o) Al

s 3,0 iy S 13 (1) il 351 ey e FS
Al e (v) Ay axin) o)

ASgall pUsizyee:  CG o

Ausina ekt il il g gaill o) b (V) o) dsaadl oo

e SLaey) A8lSd) wSx Le (Prob > chi2 = 0.0000) 7 5l

Bt s e gl 538 (S ly Ayl (R-5q) 2o ) L=yl

piagiy .z osadl gl 8 AR O )2 Las AHALN (S5 G sl e B

Snay Aalgl) pulaal) Gaksi G Aiaga dusina L) ABe 15a9 gL

A (ggiane 535 e i) Apa) el ks of S Ly AR
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Al Ggima o (IFRS) mbra S8 Gl Jlasi¥) Julal gdll (V) oB) Jgda

Coef. P>|z]

IFRS 0114501 0.009
CS 0345052 0.000
LEV -0.0057247 0.119
PRO -0.0327412 0.308
TA 0300927 0.001
BIG4 -0.0108921 0.329 -
CL -0.0129127 0.255
FS 0127918 0.008
CG 1987596 0.000
Number of obs 160
Number of groups 2

R-sq: overall 0.8748

Wald chi2(9) 1055.26

Prob > chi2 0.0000

Adsall ulaall A8y Galaially duball (agsd e abll pa)dll LEdN
: JE laniy) 2 3gai aladiud o5 cilagleall pailiads

QCx= BO C BI IFRS;; + [32 TA; + BS CSj + B4 LEV; + BS PRO;
+Bs CLii + B, CG + e

Fgilaall s gledll B gtll sl ¢ QC =
e W @l julea:  IFRS =

S 3] (V) Al 38k any uineS Gulis Lol Aagds I ™
ly (s (Liea) 5 e liall Jlaall b Jaxs 2S5
o) lea) il gl die uae 25580 CS =

a0l Jea] Jaews iy AL dil Jse s LEV
gy



o il 2l ey sl gilim Rty LB A PRO *
Ll ila ) 5 e 8 el lan) 25 e
(Y Jles)
Bt b 5k 3,80 CalS 1Y (1) Aeil) 25k oaty e CL =
" W e () il (3] 2le
Al sy CO T
Lsinn gt (ol g 3gall Jlaad¥) s (A) o dsnadl pes
A 5oLy peSan La (%A).TY) cady S R-sq 4ad ¢ L)l z gl
ks oy D)) Lugine oo gl yeliny .z gl @il o SLaely
ks 35 e (eSes Lo Slasleall Lo gl) (allaadlly Adpdl uledl
L 535 Law cilaghaall el ptiliasll Jilss s3a sle (IFRS) Dubee
) Gagd o g Rl Jsd
(IFRS) uiaa il (ulil jlaady) ilad il (A) g2 dss2

clagiall A gil) Gaibadl) e

IFRS -0.2073233
TA 3.734475
CS 0.5402459
LEV -2.83141
PRO 1.925093
Gl 1.331881
CG -0.6024526

Number of obs 160
Number of groups | 2

R-sq: overall 0.8167
Wald chi2(7) 690.39
Prob > chi2 0.0000
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tOAAg Juladl) £ —¢
gl Julaall el kel GISHY Lo jloal el duhall Céagiul
ulaall aga e S50 Ausead) JlacY) A4y 3 (TFRS) Judl oyl
Ay ol G e Sl aLaia¥) (e L A ged) ClS, L
Al ) allal) Jgaill LS 13 Le oo Jlswad) GH Aadsall el ok
Jb L A iall LAl dcalaall Baga (agmads Aie citgl) 3R yulaal)
Suladl s Ll jlaal of ) alayl .(Nulla, 2014) 42l O
Cilaglen pais (IFRS) okt 2gall Lan L3sandl Jlac) Ay 8 A5l
oAbl @3S a8y . Jlall g Aandag A8 driasadldl o 5
Aailialy Adaf)all Syl pass (e (IFRS) ulas Lils jladl
Sl 05Ss of mtiall el Cus cAilaal) Bagad o) S 7 Ly
gl dulyala . (Nulla, 2014) IFRS slassal i 8 daats gl Ll
de sl pailadlly R8s (g5iaas gl ) (Ao (IFRS) abae Sl
_ o Cala gla ol
ae il oldl ) 33 (Ao (IFRS) sulas Sl Gl Lab
Loy (el aalaal) Lgge iy sl ) illas (e (IFRS) alas i
53 2ie BIDU (LY o) (e any o) (IFRS) lae Gaidss of oS
il e ae g 2LV B3sa e Gueng ol Jllg duladl) Clataally Blaasuy)
Cpppeionall Andia €1 ey o5 Adsall uladll s355 o Loylas a kel (e
G LS Yo A jlanie A0 AL cilafall Cipdy 0 aen Lundlly
Al il ae daiill Gl 3 Vs gl 8)) Gluglas e (IFRS) Julas
Blal lsles (A Lankds sy Sl (Sellami & Fakhfakh, 2014)
Al il e Al L i Lai cLasip (b Lgabaay ooy )
Om bl aae caag Al (Van Tendeloo & Vanstraelen, 2005)
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s cangle dagill @By Gl (A gl B (IFRS) bz
sl cul€ 4dsl juladll HSall 3l o ads (Ahmed et al., 2013)

et ddla sl sy adlsa g oilaad JS& puladll Sl g L_r‘dl ol 3l

=il a e Bl clasles el Iy Al sl La3%)
bl G Jssals cﬁgx'ﬂﬁ@sdmu‘;umujm el (5)lma!

(Capkun, et s c_u._)la LS gl s Cazaddl Saileall @bl gl
Eyanty gl e (G52 ) comyal Adgall uladl of al,, 2016)

(b By Ay pe pra ) d.h_, Bays ules d8lialg bl ya=
UL\...J\ KT PRERLE ) cdalid Yt U.anu.bu_)l 4l LS Apslaall cablasy)

| A' A1 205y dppgad) 2l s el DY) 5 o Qi (Sas

5 o Al E")'“ y\a\ A_.u_)l.u slad c_:lS_).uJ\ adlsy B il Jpud=nll
Jg:lLI.Au 2N ,_5.3!:.4!_\ _)u\_zs Ageeshy 7l 84 A (IFRS) lae (Gakss
ol ol iy 5o ol 1] Ls dae jiny Cilaghaal) B35 (oo Aol
il Gy 3,8 o) ol gilsn s (Nulla,  2014) 35,30
Tppudaal Al Elagtedll Aadll a3 bl Julal e Al
Calialyy Canae o) LS .(Ball et al., 2000; Ball & Shivakumar, 2005)
Uailady __)d\ 5 5)lay! adlsyy o (IFRS) _abas (gaakad gl REe

(Daske et al., 2013; Christensen et al., 2007; .4<,al Sl
Zeghai et al., 2011)

Fint) sty ol 5l e S Sl (IFRS) e Jritpeesy

o )y (Aiall) A il s kg (Aaslaall)
ol asdy G el B (ot (o (LS s d92st il deay
Ayl 5pen gL e Aledll il ooy eyl BY soall

" (Cohen et al., 2008; el Ayl A 52y o (Chi et al., 2011)
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.(Ewert & Wogenhofer 2005) J&l dyulsas 43910 o Zang 2012)

. gl Bl o (TFRS) sbas L5 axe (s Abll peilss Gl b
gl Bl alad Bl adlons alaial e Jiy of pdgiall e LS Dapalaal
el Bl Ao 58l e oI Y] LAGAN e ST A Jis g ddall
ey adloall i Lgpad BIYT o L) zopnpal aal (afey 28 Liad 2 ail
el Bl Ao @A dalpall Dl o claad o Gaadaa oyl 5l Asles
| Ay Sl Aally Zaabiall 835n Jia

e bl ) il el (ddlal e TFRS Uil Gasuainy
da aSes Lay dsiall i) (8 RSN (giase o Adsall yul el
Luf coplal g L Bagasll pulaall Bk pee g lall) (ggiuma B2L3 SN
Jils pae il 6 pabl (IFRS) ules b of Y (Houge,2018)
LeS cdanulaall Slagleall 3aga 3aiady 28BN (geiie (ant claglaall
@Yl sadkall of ) (Ashbaugh & Pincus, 2001) iy eyl
Canpl Ly L xdgill elladl (anidsg mLody) (sgiuse B3l (ool Adgall yuleal)
(e i Adsal julaall Y Gadall 80 of (Nulla, 2014) 4y
Glaaal) 138 (5 AAUAN sa3 308 52l LYl B i @l oIS 1Y L
O Y1 Aadiall e sheall Bl slas adlsall (8 s ) judn of ¢S Aagila
2Bl Agag pas ol B Lasads ALl Aanil) aa laylam Aol elb
Cilplen Ao LS (sradd o) BN Ce ulaall GV 3 580
(UMA (ha (BN 3 jaendl (Sary ol B

Aledl (s5ime o Asdl jlaall Gkl a3l Giesn

AN (gina 4 Akl 5330 Sy Ly (Coef, 0.0114)
Ll (AW Byall ubaall aadiy ASlEAN (g5iane (o B2l Jali -
RPN, B PR LI T VPPN

-1¢ .



sasa (4 5alll dadyn Y Augiadl )il AEAN (ggiane B syl =
cilaghead) dasd Joa Jsbedll 5y Loy Aabiall cilasbeall Anyhag
Cilagliall jabian faua o ylEl) ol 231K g Aygiall o)Ll dalial
’ . skl
cmlagieall s gill (ailadll o (IFRS) utae il (gl Legd L
Al o A del ubadl gk ils are 4l ila Cin gl a3
3939 pdad Cilegledl) Ao gl Gatladll oulaall ) figs s . pailadl
@) yigell Ahall crenasiul dllly paibadll b bl Ades <y
ol Aulay (Nijmegen Centre for Economics (NiCE) sk
QY o Bilhe A0 Ssag pre (e pllg L ilagladl pailiadl el
Lol patloatll o (IFRS) Lubas Gl 5ils dea alad)
gt e AN (e i o V) cClagbeal
Gaks 1Y L sl (Chalmers et al., 2012) 4l calld 2z
Lusgaldl) 3 Joua¥) Jya sasiall Slagleall iy Jadyy (JFRS) Lules
t5alaally 43 lie 5aaiall cilasladll (po 233 (TFRS) e 30k of caamngg
(Chalmers et al., 2011) Zubn ciagl LS L lgle Cijlaiall dautasl)
LDle cre i Y e 2 L) cilaghes 1Dhe (e a3 (IFRS) alas of
Al a3 1 (Goodwin et al., 2008) by ASlalt giad dyjball dauil)
(IFRS) ubas plasist a8 3aDhe S3<f Lysiall allly i) o (o
(IFRS) _wles of wiag (Chalmers et al, 2008) duba Laiy
(il D S eBpg Bl Jyon Gapeliwnall dadie PR JCHEPP RS P
<t 83y caang (Aharony et al., 2010; Morais & Curto, 2009)
LG agaadsg (IFRS) sulas ks 2as Al clagladll 4L
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s} (Barth et al., 2012); Yip & Young, 2012) bt «d3)ial
| (IFRS) Ly 3k 3o Clasted Bualsll @b 3 gag cpuend
1 laal ) 53 Y dad gl iy Bl bl 5t il
Lo g gty Le g8y il pud IS5 Olashedt palliad o 3,0l
Gakll Ay Gl A e aglaal @D il (Kayg Alad) Al
Laball il e LS Am gl pailiadll laal) Gl dll dpmgie DS
LI edd csendial Al (Yurisandi & Puspitasari, 2015) 4l as
ilmtl i5e bnia Aad 8 85 Coiagy Auesll atlanill A
Y e g . Gkl G A3lke (IFRS) Lalas 3ok 2a0 degill
cshad G DA e —lall A8y (DA ) ALEYL - el
5 sy 08 _yisall Al Jaasgie Ailias bl ol i) S sl
b 35 23 o (gl dalall JLieW! o8 3al oy (IFRS) _ulea
Clagtaall Zie gl Gailadl)
15 (IFRS) Jwbaa Gt it 0 plall sl Auplll o 2
Jall e Dal) of Jsil) oS Anludl il ) ylaillsy Pdamdaall 835>
ol L Gald JSy dnstadl Basa olo i ol Lalsall Juladl kst o
2000 L) (DA (e lld pepin g Sarg v el Lntih sl
(e e bl 8 J:‘:’L’“-“I O A gana 538 o (G oralaall i Ll -
(Dao 2005; Sederstrom & Sun, Amslsal s3ga Gand Lles
Jalgall JLic¥l 8 349V dpaal (Ao gl (2L L 505 <2007)
Al HBY) s 210 (Ball, et al,, 2003) dsboaiily Lpasboud)
oatbee ang OB O b alaall Bags A ptillé Saas julaad Jgail
: e ey (IFRS)
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A el b 53 ST (IFRS) Silas calS 13 Lo -
ciladpll e cangh 33, (Nulla, 2014)551 <l 56l —a
(Leuz et al, 2003)‘ Burgstahler et al.,, 2006,

o sutaad o actgl of Holthausen, 2009, Hope, 2003)

Aol ulaall Jul (on I s Ay (B 3B ()5
(Armstrong i Sl Shaadl 1aa Ay @il O G55
Y of et al., 2010,Soderstrom & Sun, 2007)
AUaill aan s gas pall ol Al e i Apulnally 230
g} ALl
(Christensen et dul sy Cus glaY) 52 Ll adls Ll -y
Baga a3 ade uladl ore dsaal I 50l adlsa o) al., 2009)
Ay M_;i 285 cddgal ulaall el Gadsil) die Apulal
Gk e AL Ggull Goam N adlidl of (Daske et al., 2008)
{(IFRS) (bt} daiit oasbud IS (38875 Y (JFRS) Lailes
cra 539> ) (IFRS) ulaa o oLadl aly Y o e ol =Y
38 e Ll Y] Al cEaYH e i Cun Bl Jstad
suasdl Aal) of (e a2l L Asslaal a_i)\._asy\ b Aigpall o pS
Ji L) Bl il e ciad (Vo0 an L) dalsall el (e
iy dibedd) b chloaAW) andd Aaajill S5 PERRTAREY.
(Nobes, 2006) b carsil st (ya Sl (aatll il
el (e 2uaally e e LR (Y1) 5 Ok Jlasl (VA) <yl
2351 Aaalall julaally Doyl of dayall chlaayl @y doaslil
(Capkun, et al., 2016) dsadll LY (3 58 Linm (Y
Las sasll s (1) (528 Aulpll wlaall b opsll of (Y AsLL
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SIS ey pa il o slae¥) I, S JS b 3p s
duby Caag Bl 138 49 .(Capkun, et al, 2016) L
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