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Abstract:

The study aimed at revealing the nature of the relationship between the institutional factors
and the quality of accounting in European countries after the convergence with IFRS in 2005, The
following institutional variables were used: Macroeconomic environment, Financial market
sophistication, tax system, political system strength, quality of higher education system, Business
sophistication, the technological development, to analyze aspects of impact within two main
indicators: Ethical behavior of firms, Strength of auditing and reporting standards. The statistical
program SPSS and Eviews were used to study three major models: Pooled Regression Model, Fixed
Effect Model, and Random Effect Model.

The results showed that the institutional factors contribute to the increase of European
accounting convergence with IFRS, which makes the study expect to adopt more comprehensive
accounting strategies for European countries to ensure more positive impacts in the future European
financial reporting environment.

Keywords: Institutional Factors, Quality of Financial Reporting, IFRS, European Countries.
JEL Calssification: F21; M41; M48.
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Quality of institutional reform = Economic Reform + Financial Reform + Tax
Reform + Political and Legal reform + Social and cultural reform + Reform of the
accounting profession + Educational and technological reform + business environment
reform......... (1).

And Assuming: Quality IFRS > Quality of local GAAP, Equation (1) can be redrafted
as follows:-

Quality accounting = Economic Reform + Financial Reform + Tax Reform +
Political and Legal reform + Social and cultural reform + Reform of the accounting
profession + Educational and technological reform + Business Environment reform +
Quality IFRS.......... 2).
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3 HO 2o, d) 255 aug P-value (0.0000, 0.0000)<5% :% 5 - [WE: JiWald test s Hausman test
HO :Random Effect Model And HO : All Dummy=0(Pooled ) e =5 &y ool SIS
cw B L (3 Fixed-effects model g5yl akiasl i HI Ll (2,480 &5 «(Regression Model
Fixed-effects model Joais & s zg 3 S o) iomstdl oy oV Jgll o sU1 A2ty 2l 53540
J! Ethical behavior of firms & s > 9,51 Jollly a2 535 (3 il Ol paald 0 3 cndy )
Sig=(0.000, 0.0056, 0.000)<5% «JLes¥ iy ciposlad] ciledl |alsal) 3 oY) alyols 2y 00 o i
sl Llyell s U sl 5y ks r (Sig=(0.0765, 0.08)>5% clomslsSaly il Lisal) 15 3
) s LS Sig=(0.4635, 0.6163, 0.9289)>5% % 5 o Lli ST tyyalt Of Lt aaomd) 2l el 2l
% 96.74 i R-squared & 53!
Wald test 5 Hausman Test jl mits :(02) o3y Jour

wWald Test:

Equation: Untiled Correlated Random Effects - Hausman Test
Test Statistic Value of Probability Equatlm: U“tme'j

Test cross-section random effects
F-statistic 1361278 {18, 273) O.0000
Chi-square 245.0300 18 00000

Test Summary Chi-Sq. Statistic  Chi-Sq. df. Prob.

MNull Hypothesis: C{10)=C(11)}=C{12)=C{13)=C(14)=C{15)=
C16)=C(17)=C{18)=C(19)=C(20)=C{21)=C(22)=C(23)= i
PR Sy Lt e A Cross-section random 33.951732 8  0.0000
Mull Hypothesis Summary:

Mormsalized Restriction (= 0) value Std. Err. . R
Cross-section random effects test compansons:

(10} -0.2370106 0.095470

<(11) =-0_369967 0.096442

(12} 0.419076 0.112636 \ariable Fixed Random Var(Diff.) Prob.
C(13) -0.066604 0.133956

C(14) =0 125749 0.0891148

S(15) -0.470628  0.133495 ECO 0.020803 0056862 0000121  0.0011
o DeTeese  maeears FIN 0077541 -0.109917 0000216  0.0280
cuo 0272053 0119209 TAX 0.001247  -0.000771 0000002 01370
(20} -0.824075 0.120131 POL 0.719545 0.834866 0.002665 00014
&322 S9niead  on5ezds EDU 0237556 0122288  0.002401  0.0186
c(23) 0.200590  0.112356 INFRA 0004375 -D017255 0000167 00852
o) o130835 0108899 BUS 0502077 0540600 0005685  0.4155
{26 -0_389897 01215818

it 0389897  Da2151% TEC -0.060300 -0.07T6459 0000181  0.2294
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Pooled Regression Model Cointegration Test
Dependent Variable: COMO3 Kﬂ R |1| |C H | tl T t
Method: Panel Least Squares 0 Resigual Loin Ega on Tes
Drate: 032618 Time: 10:05 pe”
Date- 03726110 Time Series: COMO3 ECO FIN TAX POL EDU INFRABUS TEC
Periods included: 15 Date: 0312618 Time: 10.07
Cross-sactions included: 20 :
Total panel (balanced) obsenvations: 300 Sample ED“E 202[]'
Variable Coemcent  ow Emor  tstaswc  prop INCIUE0DSENAtONS: 300
Null Hypothesis: No cointegration
o 0456413 0246029 1895770  0.0590
ECO 0057020  0.028789 1980623  0.0436 Trend assumpfion; No deterministic trend
FIN 0547476 0056096 9759695 .
TR 0004036 0001965 2054072  0.0409 USEF—EﬂEﬂﬁEd |E.ﬂ |Eﬂgﬂl: 1
o s o moEn T e Newey-West automatic bandwidth selection and Bartiett kemel
INFRA -0.031444 0.034236  -0.813431 0.3592
BUS -0.096950 0074796 -1296198 01959 -
TEC 0078112 0037355 2091072 00374 Statistic Prob.
R-squarad 0844652 Mean dependent var 5172909 ADF -5.966844  0.0000
Adjusted R-squared 0.840381 S.D. dependentvar 0.842178
SE. of regression 0.336470  Akaike info crilerion 0.6980924
S dresid 3294458  Schwarz criteri 0.800038 H 7
Log ikelinood | -9433867 Hanman-Ouinnciter 0733302 NESIOUAl Variance 0.070227
F-slatistic 197.7764 Durbin-Watson stat 0.672308 HAC vaniance 0.051536
Prob(F-statistic) 0.000000
Fixed Effect Model Random Effect Model
Diapnden] Vansble: COLIDY EEFGHdEmvaE:mm
Mathed: Panel Leasl Squaies o
Diale 2258 Time: 1012 I.telﬂmt Panel EGLS (Crogs-sedion randem elfads)
Samplbe: 2006 2020 Diate: Q22518 Time: 10010
Parinds incleded. 15 Sampls: 2005 2020
Gross«sachions incluced: 20 Pefinds incuded 15

Tolal panel {batanced) obsenations: 300 .
COMIT=C1ICZN ECOCI3Y FNeClAP TAXClEPOL-CIEFEDUCry) oo SEcions induded 20
*INFRA+CIB ) ELS+O{3) TEC+CI10) D2+C{ 11 D3«C{1zrDe+oprzy  Tolal paned (Balanced) obsenvabions: 200
"OiE+C14 ) DE+COSY DT GOSN DE-CO T DE=-C 18 D10+Ci15] Swramy and A estimaior ofcomponent vaianpes
DTG0 D2+ 021 D1 +CIEZY D 4+Ci23) 015+ Ci24) D16
A DAT=C261" D2+ QTP DAR-CL2T ' D20

Waniable Coeficient  Sid. Emor  HSslishic  Prob
CoeMcienl  Sid Ever  1-Slabisic  Prad
G A062EH &0 Da4TED 05
o 0205033 OAMETY 0709503 04786 3 RN 4TI )
Ci2) 0015995 QOFFIIZ 0734207 04635 E;]E:{J gé?ﬁ :ggﬁﬁ H?&‘aﬁ?ﬁ gm
o QOTES62 0044177 -17TEIES 00755 . A . o
Cia) 0001191 0002375 0501517 0.67153 T D002FEE 0DU23EE 1080109 02839
Gt:: -:.zm;: u.:::l;r ;.;;&; gﬁ FoL [ e 11 s Rt Y S T
Cia) 02411 008538 2 o aTERs ,
o 0002598 0020217 0089296  0.9239 E0U 0430169 DOSNI  L9GTIES DDA
cia) 0542710 Q088751 7241736 0.0000 NFRA RENE D202 DetEs Dl
i 0053208 0010209 1755361 00801 B 0207426 0RD0S  1AE3H DA
Ca10) DAT0I06 0095470 -3ATESES 00001 TEC L0302 003TTEY DEENIY D41E2
C{17) 0IGHIET 0095442 -2BIFITT 00002
ci1z) 0415076 0112536 370622 0.0002 N
i) DOBE504 Q433956 0407204 06194 Effects Speciicabin
Ci14] 0125740 0001148 13179517 01688 30 Rhn
£y15) DATEE2E 0933405 3525443 00005
Co16) 0033280 0A0MREE 0310954 07551 1
ci1T 0414954 0405976 -LE0TTSE  0.0002 Fﬁs’mwm “'11?‘: u"i'?m
£i18) 0272853 0118208 2287185 0.ozs0 |SIMoEiCandom 02 05120
£420] ORMATE 043013 SAS2E3E  0.0000 Weighled Statisics
ez 0014944 0168545 0089731 00286
422 0310043 0415605 2EATSOS  0.0076 -
£i23) 0200500 0112356 1785310 oovsy REquend 0.BZ3ET  Mean dependentar 12400
£i24) O1MSIE 0404517 0071280 0333 AfusedRsguaed 067353 S0 dependentvar 01443758
ggé: E;ﬁ;& mgﬁﬁ -;ﬁiﬁﬁl '2]-1;;1‘15 SE. af regiession 0253512 Sum squarediessd 1870240
CizT 0065532  DOBS0AT 0770633 Q.a41g [-SEESDC 7814320 Durbin-Walson slat 1133928
Proty{F-slafsic] 00000
R-squared QAGTIEE  Mezn dependenivar 48804z
Adushed R-squared 0964275 S D dependentyar 1.062953 . .
SE oregression 0200008  Aksike info crilerion 0385245 Unweighled Stabstics
Surn scuared rosid 1901942 Schwarz eriterian 0047054
Lag Wafibond E0.82582 Harmman-Cuinn cifer. 40 452843 :
F-slatistc 3414067 Duwrbin‘Walson slat 0.491131 Rrsquared 0819955 Wean dependentvar 3172909

Prob{F-siatich) 0LO0B000 Sum squared nesid 3346007 Durbin-Walson sl (1 E5T6E9
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Soge om BV e sy Hiia ST @ 549 e Cointegration test 2zl oSl L) Ash,
igeall i3 Leel TECt (BUSt AINFRAt (EDUt (POLt (FINt (ECOt Jlsalls COMO3 aulst! 335>
HI Lol o, Ly HO 2iall 2ol 285 wey Prob=(0.000)<5% :% 5 » L 5Prob aitaY)
— U all by Alam Y 3Ll 6)4;:} Ol o Y bt M 33 Lo 2y o)
Pooled Regression Model:

COMO3t=0.4664 + 0.057 ECOt + 0.5475 FINt + 0.004 TAXt + 0.379 POLt + 0.0565
EDUt - 0.0314 INFRAt - 0.09695 BUSt + 0.078 TECt

Fixed Effect Model:

COMO3t=0.285 +0.02 ECOt - 0.0785 FINt + 0.0011 TAXt + 0.7299 POLt -0.2411
EDUt + 0.0027 INFRAt + 0.6427 BUSt - 0.0308 TECt

Random Effect Model:

COMO3t= -0.0628 + 0.159 ECOt + 0.4273 FINt - 0.0027 TAXt + 0.2196 POLt +0.19
EDUt -0.023 INFRAt + 0.2074 BUSt - 0.0188 TECt

—: k LS Wald Test s Hausman Test jLe| 5l 6)@:: o 3

Wald test s Hausman Test ;L= mit :(04) o3y Jgur

Wald T I ‘
Euaugti;rituntiued Comelated Random Effecls - Hausman Test

Equation: Untited
Test Statistic Value af Probability Testcross-section random efiects
F-statistic 13.61278 (18, 273) 00000
Chsquer 2 = O TestSummay Chi-Sq. Staitc ChiSq df  Prob.

MNull Hypothesis: C{10)=C(11)=C(12)=C{13)=C(14)=C(15)=
C18)=C(17)=C(18)=C{19)=C(20)=C(21)=C(22)=C(23)= (s5-5ection random 13512478 g 00954
Ci{24)=C(25)=C{26)=C(27)=0
Mull Hypothesis Summary:

Marmalized Rastriction (= 0) Value Std. Err. EWEE'EECEUH fﬂnulﬂm IT ! teslwmpansﬂﬂsi

C{10) -0.370106 0.085470

c(11) -0.369967 0.096442 . § )

c(12) 0.419076  0.112636 Variable Fied  Random  VarDiff)  Prob.
C(13) -0.066604 0133956

C(14) =0.125749 D.081148

cas) 0470628 0.133495 ECO 0176989 0159023 0000126  0.1090
sy 0033280 QyoTo22 AN 0407401  D42TMQ 0000237 04974
C(18) 0272653  0.119209 TAX 0004200 0002733 0000002 03410
C(19) -0.132391 0122664 )

C(20) -0.824075  0.120131 POL 0201855 0219572 0003215 07547
e ooty DioEees EOU 0216050 0190169 0002635 06141
gtgiy gﬁgggg g-:ggggg INFRA D022036 0023064 0000184 00394
c2s) 0190332 108804 BUS 0360347 0207425 0007081 00594
C(28 -0.389897 D.121515 / 1

) 0389897 0.121515 TEC 0038918 0030789 0000201 05660

Eviews bz s lels:
Jais LWL, Pvalue (0.0000)<5% :%6 5 o Ll 56 i yall 203 ol Wald test L) oo oS
one il Aall 55l Y 1 e g 2 Lo pmgy J80 HIL o o Ly HO sl 250
«Fixed-effects model z3sedl o» Wald test ;L) - uu}\ Jadd 2390l JULy dummy # 0
i LWLy P-value(0.0954) <5% :% 5 . Lt ;STP-value &yl of Hausman Test jLax| b y
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Fixed-effects model g3sedl dLal » &mil 353 0T V) (Random Effect Model 7351 s e
oo BN e 3 Y Cady pgeddl Jes (Random Effect Model g35¢ ¢ % 68.23 . 5,5% 96.74
Bl i) AU LYl Lalsal) gonald QLYY ST L) g3 Sl s b1 Jlslly Bl 85
pde e (Sig= (0.0535)>5% JlesY 2y Lolad sl 2,9 (Sig=(0.000, 0.000, 0.0174, 0.0467)<5%
Sig=(0.2859, %5 o Lk 55T agiald OF L Lo Sl ciml i) el gl sl 15 (ol 5
LS 8l 3Ll 310 LS bl B3 )] 2L SIS g o 3 <0.5166, 0.4152)>5%

g

Residuals 31gd! Jodd SL Jzadt :(02) o3, JSKo

Strength of auditing and reporting standards Ethical behavior of firms
*1 5
e
24
74
14 o
] WAT A R"ﬁ"q f?}hﬁu ﬂm Hoap -2

o L\rw LTI

r rr T r
LI 1 LR ARLERER AN 1 LIELILLA TITTTTrErTeeTy T Pt s F

® CTRerRErECrROrREIRET R B e E e B e B e EE BB
R e R RECRECERC-RE-EEC-EZC - - el .
llllllllllllllllllllllllllllll i i

R 1T DR DODO = =N 0T OO~ R OO0 HAnwTORERhEReI - CcRRDTIRERRRR22R

rrrrrrrrrrrrrrr
s 1 iy
— COI03 Re ssduls COMD1 Residuats

Eviews oz e el yaaol!
0 o) o oz ol Ak ST %05 e Lals J:z:w.}csuu i JSCaY e ey LS
—ih LS el bl (asiall Lol plssnaly G g s sl Gl Wl Las



2020 — £ 2006 & 2l Loty 2wl 3 3518y IFRS o Loy Jeudl & s S we

Gotgyg ¥l Jgd) s 1(03) 03 JS&
Ethical beltavior of firms
Dendrogramme utilisant la Distance moyenne {entre groupes)

Diatance redimenaionnées cluster combine

a 5 10 15 20 3
i 2= 1 1 1 1 1
it 3
1aay 10— |
dusm 17—
[T} 12
1ada B
EYERY 4
e T
i g B

e 14
asta :n—J

TraM 15

15l g 16

Gl g

fad 58 11 —I

frpeasl 13

LIRR 1

ey 18 I

Strength of auditing and reporting standards
Dendrogramme utilisant la Distance moyenne (entre groupes)
Distance redimensionnés cluster combing
o s 10 15 20 25

4 tas = 1 1 1 1 1
s &

[EN 11—

Lty a—

Lt 5
ot sl a—

Lty 2 —

[FR e 11

Bt 10—
e 7
Iyl 17 —I

(KIS 12

] 20

hlla 14

iy 18

tadad a8
sl 16

v—ss 19
ot 13

Tadas 18

SPSS 24 oz e el ytaalt




264 - 250: (2018) 02 :s4a)1 — 10 : ol Risladl s i

Roped 1omeget 1) gV Joid) Ethical behavior of firms & o2 s il JSa§ J5t oo

il bw] (LUT 101y a5 aegast) [P e legast 05 oz @gs 18 5 aax Ll el e 0
Logysl J9s iegaz @ BlylrsSO Al ol pladl 5 degal 2 (L ¢ opd (Ul ks (Llay| (JUss )
A B ged) iy () s dlalle 1(03) T B et (il (Wl 1(02) B desad 3 Het 33,2
5 30 (02) 2egedt o Ll ST ac gl ain sy S (05) 25 2esedt iyl Ul 104
isgast) 1L Ciiad Strength of auditing and reporting standards ;&5e add x> & sy (Sl
Ll ,S ile] (S (b b eadl (01 2kt aesadtl @ s i Slegez 05 (2 o» iy 201
A assadt) (e 1(03) ) desad) (Uil opd 1(02) 1) desndt Al dly] (LW 0L
FosromeSd gy g ) ks 1(02) 2o gadl ol e 3 (Lileyy (Ualle 1(05) aiid) degedl (st (04
S AL 3y Y B ek ol 5 A e kel e S oSppnll ey iy
2 1998 s wslasyly » 2005w sisl) 20l
ey ikl 4

ENNEIRTYPRUNEE I T uL&\ Jsdll #350) OB Ethical behavior of firms &3 o —
Slesdll iy o) K4 el s jLeby Fixed-effects model z55¢ o2 2 g)s¥1 Jsl e sl 22l
Bl 22V 38 oy BSLam] AN 3 Ve s sgmy e 20 ) H14 a5h) ols i Jod @ b LS ok
S S e L CICLE ER SRR ¢ § EERESHIPRER N NIV ERE S
335y JlasYl day ol (g Bl Y1 BN sl (1) 4 & HTT el gV Jgad) 3 ) S5 5 L)
AW Blend) ey dlas Y1 BMA) AS L..;H18 S H12 a5 Sl d) iy iugys) Joll (3 dunl
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