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Abstract—This research examines the relationship between financial accounting environment and the quality
of accounting information after the International Financial Reporting Standards IFRS adoption in developing
countries. More specifically, through the analysis of Algeria’s adoption of the IFRS standards, the study aims
to provide empirical evidence on the question of whether IFRS can be relevant to a developing and
transitional-based economy.So, the international accounting systems are presented. Then, the impact of
applying the Algerian Financial Accounting System FAS on the quality of accounting information is presented.
In particular, the quality of accounting information produced by a sample of Algerian production companies.
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l. INTRODUCTION

Accounting is a system that is based on standardized principles, organization, methods and terminology[36].
Qualitative financial accounting information contributes to investment and financial markets
outcomes[74]through reducing the cost of capital[54], improving the efficiency of capital allocation [70]and
improving corporate governance[34], etc. IAS*IFRS?standards are based on financial accounting of principles
do not have a chart of accounts. They are very useful for equity investors, lenders and other current and
potential creditors[9] as they can assist them in decision making through providing useful information for
investment decisions and for monitoring managers. However, although prior research examined the
consequence of their adoption in different contexts, results remain mixed in developed
countries[57][68][62][25][27]and in developing countries[44][75][56]. So, do IAS/IFRS standards improve the
quality of financial accounting information? What are their determinants?

On the other hand, although Algeria has adopted the new Financial Accounting System FAS that is based on
the IAS/IFRS[74][74]standards, the FAS system contains a detailed chart of accounts and it was published in
legal texts. So, has the FAS system adoption improved the quality of financial accounting information in
Algeria?

. METHODOLOGY
A. Methodology

Firstly, the theory of financial accounting systems classification is presented. Then, the impact of adopting the
international accounting system on the quality of financial accounting information is presented. The objective
is to interpret the quality of financial accounting information depending on the Algerian context. Finally, an
empirical study is carried out on a sample of Algerian manufacturing companies. The case studyadopted the
questionnaire survey as the main method to collect data. So, enterprises are not selected randomly and invited
accountants to participate in the research. Then, multiples choice questions about companies’ accounting
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information system and about the application of FAS rules are sent out. Then, they are asked about the
problems of FAS system and on its relevance.

This research employed a positivist, interpretative and empiricist framework of analysis and used a deductive
interpretative qualitative approach. The methodology is based on a semi-direct interview and Multiple Choice
Questions conducted with a sample of ten Algerian production companies from different sectors. The
reasoning is based on texts and contexts comparison, the neo-institutional theory and on contingency and
related theories. The primary data collected was analysed by using texts treatment method and by using Excel
as data processing software.

B.  Research Hypotheses

According to Nobes and Parker (2010) [8] culture, legal system, type of funders, tax system, profession
and other factors influence accounting. According to Shannon and Weaver, information reduces uncertainty
and it is a source of decision making. However, according to H. Simon [17] because of the prohibitive cost of
collecting information, rationality is limited when making decision. Jensen and Meckling (1976) [48] stated
that shareholders are confronted with the risk of adverse selection and the risk of moral hazard of their agents.
Zimmerman (1986; 1990) [19] indicates that managers can choose accounting policies in their own best
interest. Empirically, the implication of this principle was tested by Healy (1985) [45] , Dichev and Skinner
(2002) [40] and Jones (1991) [49] , etc. The embedding theory [6], states that social networks influence the
behaviour of individuals in organisations. Finally, the behavioural finance theory raises serious questions about
the extent of securities market efficiency [16]. So, hypothesis n°1l: The quality of financial accounting
information depends on institutional factors.

BENSABEUR-SLIMANE (2016) [30] indicated that financial accounting choices of companies depend on
factors from the institutional environment of FAS. However, the National Statistical Office showed that the
FAS system will have a positive impact on the quality of financial accounting information [74][74]. So,
hypothesis n°2: Financial accounting information quality depends on the institutional conditions of FAS
system.

1. RESULTS AND DISCUSSION

The study showed that the FAS is largely inspired by the Anglo-Saxon financial accounting model[18]. It is
characterised by its investors orientation, use of fair value concept, lack of prudence, lack of uniformity,
provisions for risks and charges, lack of detail and precision, its consolidation rules, disconnection with the tax
system.

But, the Algerian institutional context namely, the political system, the economic system, the legal system and
the cultural system negatively affect its adoption effectiveness and the quality of financial accounting
information[30] [18].

TABLE I: ACCOUNTING QUALITY DETERMINANTS

Taux Type of problem
80% External
80% Internal
80% FAS

The study showed that the adoption of the market economy-based accounting standards in a developing and
transitional economy did not have a positive impact on the quality of financial accounting information[44].

TABLE I1: FAS APPLICATION DEGREE

FAS

Types of rules NCA | FAS .
Specific

Rules of
] 11% 21% 49%
presentation
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Conceptual
25% 50% 89%
framework
Rules of evaluation | 28% 16% 34%
Total 21% 29% 62%

Specifically, the empirical study documented that the problem of expenses capitalisation of the production
companies can be linked to the tax system and the regulated aspect of the Algerian system [66].Then, the
transitional and the under development aspect of the Algerian economy may be the main source of failure to
improving the accounting quality [8], as the accounting rules couldn’t be fully applied. So, the quality of
financial information has not been improved comparatively to NCA?® system.

TABLE I11: FAS and NCA SYSTEM RELEVANCE COMPARISON

Stratégique Tactique Opérationnel
Accounting
SCF | NCA | SCF NCA | SCF | NCA
system
Balance sheet | 3/4 2/4 3 3/4 2/4 214
Income
3/4 2/4 3 3/4 3/4 2/4
statement
Cash-flow
1/4 2 2/4
statement
Notes 2/4 1/4 1 2/4 1/4 3/4
Journal 2/4 2/4 1 2/4 1/4 2/4
Ledger 2/4 2/4 1 1/4 1/4 214

Specifically, through the analysis of Algeria’s adoption of the IAS/IFRS standards, the study provides evidence
that the IFRS to be relevant to a regulated, bank and fiscal-based under developed economic system rather than
to a market economy-based system, it implementation process must be supported and completed by effective
change management[4] and adaptation practices and strategies[74][66].

TABLE I1V: COMPANIES INFORMATION SYSTEM QUALITY

Taux Probléme |

100% Problems in governance

60% Prol_:)l_ems_ in expenses cqntr_ol,

specification and capitalization

Problems in stock management
and control

55%

Finally, through the case study of Algeria, the study recommends enhancing the control system and the
information system of companies, specifically for the purpose of controlling immobilisations, stocks and
provisions. Also, it recommends developing the education system, enhancing the market economy culture and
logic[74], improving standards setting process and efficiency, developing the accounting profession and
adapting the regulation and fiscal system“[66].

*National Chart of Accountants
* Based on FAS characteristics and based on the comparison with the international accounting systems.
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V. CONCLUSION
A. Conclusion

Firstly, in terms of measuring the quality of financial accounting information, quantitative models were used
based on accounting numbers [49][45][39][65] or by quantifying managers' judgments [64] . However, our
study is based on interpreting institutional conditions and based on analyzing the judgments of managers and
based on the application of the FAS system. Secondly, in term of relationship between the quality of financial
accounting information and its institutional determinants, previous studies were international inductive [59] or
international deductive [20 . Other studies focused on the basic principles of the theory of positive accounting
[45] or focused on the internal characteristics of governance and management of companies [45] . Usually, the
determinant is culture [47] , accounting profession [67] , etc. Other studies analyzed the relationship
quantitatively and internationally. The studies that tested this relationship nationally tend to use financial
accounting numbers [56]to measure the accounting quality as opposed to analysis of respondents’ data [36]or a
qualitative analysis [62] . However, our study analyzed the relationship in a regulated based and bank oriented
system [56], namely the Algerian institutional system [36].

The results showed that the adoption of FAS system which is largely inspired by the Anglo-Saxon financial
accounting model is negatively affected by the Algerian institutional context. These results are confirmed by
the empirical study which is carried out on a sample of Algerian manufacturing companies. So, tthrough the
analysis of Algeria’s adoption of the IAS/IFRS standards and through the analysis of international accounting
systems, we provides evidence that the IFRS to be relevant to a regulated, bank and fiscal-based
underdeveloped economic system rather than to a market economy-based system, it implementation process
must be supported and completed by effective change management [4] and adaptation practices and
strategies[74][66].

B. Limitations and future perspectives

The study still has limitations. Firstly, future research can study financial accounting quality and economic
consequences of accounting standards setting from management and communication perspectives. So, studies
should focus on situations relevant to different industries and companies of different countries. Secondly, the
data in this study are collected from accountants, so further research can collect data from investors, from
creditors and from a variety of sources. Moreover, quantitative analysis can be combined with qualitative
analysis. Particularly, specific accruals models of costs capitalisation would be used. Then, as the failure to
improving the financial accounting quality in Algeria may be linked with expenses capitalisation issue, future
research should study the application of the principle of prudence in a bank-oriented accounting system and in
a fiscal oriented accounting system. Finally, as some studies has documented a positive impact of IAS/IFRS
adoption in a regulated market of developing countries[56]. Further research should study how to improve
standards setting process and efficiency, how to develop the accounting profession and how to adapt the
regulation and fiscal system to improve the quality and efficiency of IAS/IFRS standards adoption.

V. REFERENCES

[1]P. Bernoux, La sociologie des organisations, initiation théorique suivie de douze cas pratiques. Editions : le seuil, 2009.
[2]J. CHARRON etS. SEPARI, Organisation et gestion de [’entreprise. Manuel et applications. Paris : Dunod, 2001.

[3]G. Claude, B. Jean, Systéme d’information comptable.Paris : Edition Foucher, 1998.

[4]M. Crozier, E. Friedberg., L acteur et le systéme. Paris : Editions le seuil, 1977.

[5IM. Gillet, P. Gillet,Management des systémes d’informations. Manuel et applications. Paris : Edition Dunod, 2008.

[6]M. Granovetter, Sociologie économique. Paris : Edition du Seuil, 2008.

[7]Hofstede, Geet, Culture’s consequences: International differences in work-related values. Newbury Park, CA: Sage, 1984.

[8]C. Nobes, R. Parker, Comparative International accounting, 11" Edition. China: Dongbei University of economics and finance press,
2010.

[9]R. Obert, Pratique des normes IAS/IFRS. Référentiel et guide d’application, 6° édition. Paris : Edition DUNOD, 2017.
[10]0. RAMOND, L. PAUGAM, J. CASTA et L. BATSCH, Evaluation Financiére et Normes IFRS. Paris : Edition Economica, 2012.

[11]R.Reix, Systémes d’information et mangement des organisations. France: Vuibert, 2005.

@ ®@@ This isan open access article under the CC BY-NC-ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/) Page 38

EY MG MD




International Journal of Latest Engineering Science (IJLES) E-ISSN: 2581-6659
DOI: 10.51386/25816659/ijles-v6i1p104

Volume: 06 Issue: 01 January to February 2023 www.ijlesjournal.org

[12]A. S. Rosa, W.R. Westerfield, F.J. Jaffe,Corporate finance, 7e edition. China: china Machine press, 2007.

[13]R. W. Scott, Financial and Accounting Theory, 5 Edition. China, Dongbei University of Finance and Economics Press, 2011.

[14]D. SACI, Comptabilité de [’entreprise et systéme économique : [’expérience Algérienne. Alger: OPU.

[15]A. Shleifer, Inefficient markets: an introduction to behavioral finance. United Kingdom, Oxford: Oxford university press, 2000.

[16]H. A. Simon,Administrative Behavior. Macmillan, 1957.

[17]W.W. Powell et Di J.P. Maggio, The new institutionalism in organizational Analysis.Chicago: University of Chicago Press, 1991.

[18]T. Baizid, T. Chabi,Contribution du nouveau systeme comptable financier a I’'amélioration de la qualité de ['information comptable
financiére et la prise de décision cas: d’un échantillon d’entreprises Algériennes de production. Bejaia, Algeria:université
Abderrahmane Mira de Bejaia, 2021.

[19]L.R. Watts and L.J. Zimmerman,Positive Accounting Theory. Englewood Cliffs: Prentice Hall, 1986.

[20] A.S. Zeff, Forging Accounting Principles in Five countries. Stipes Publishing Champaign, IL, 1972.

[21]S.A. Ahmed, M. Neel&D. Wang, “Does mandatory adoption of IFRS improve accounting quality? Preliminary evidence,”
Contemporary Accounting Research, Vol. 30, n° 4, pp. 1344- 1372, 2013.

[22]American Accounting Associaltion. “Accounting review,” Supplement to vol.52, 1977.

[23]A. AGAB, “” Décentralisation et développement local en Algérie: cas de la wilaya de Bejaia, ” Mémoire de magistére, université de
Bejaia, 2014.

[24]1.S. AIT, A. ABADA, “Evaluation de L’efficacité du contrdle financier de ’état Sur L’exécution des programmes d’investissements
Publics (2001-2014),”Faculté des sciences économiques, commerciales et des sciences de gestion, université de Setif 1, 2014.

[25]H. Ashbaugh, “Non-US firms' accounting standard choices,” Journal of Accounting and Public Policy, Vol.20, n°2, pp. 129-153, 2001

[26]R. Ball, S.P. Kothari, R. Ashok, “The effect of international institutional factors on properties of accounting earning,” Journal of
accounting and economics, Vol.29, n°1, pp.1-51, 2001.

[27]E. Barth, L. Mary, R. Wayne &H.M. Lang, “International accounting standards and accounting quality,” Journal of Accounting
Research,Vol. 46, n°3,pp. 467-498, 2008.

[28]b. Benaicha, f. Hamid, “Facteur culturel et pratiques comptables en Algerie,”Revue de chercheur n°13, 2013.
[29]D. M. Beneish, “The Detection of Earnings Manipulation,” Financial Analyst Journal, Vol. 55, n°4, pp.24-36, 1999.

[30] A. BENSABEUR-SLIMANE,“Les déterminants des choix de méthodes comptables dans les entreprises algériennes lors de 1’adoption
du SCF,” These de doctorat, Université Abou Bekr BELKAID Tlemcen, 2016.

[31]G.J. Benston,M. Bromwich and A. Wagenhofer, “Principales versus rules based accounting standards: The FASB standards setting
strategy,” Abacus, vol.42, no°2, pp.165-188, 2006.

[32]A. BENYEKHLEF,“Le systéme comptable algérien étude comparative avec les pays de I’Europe de I’Est et les organismes de
normalisation comptable internationale,” Université d’ Alger3, Revue du chercheur n® 08, 2010.

[33]P. Booloaky, K. Omotesco, M.U. Ibrahim, A.l. Adelopo, “The development of accounting practices and the adoption of IFRS in
selected MENA countries,”Journal of Accounting in Emerging Economies, 2018.

[34]M.R. Bushman and J.A. Smith, “Financial accounting information and corporate governance,” Journal of Accounting and Economics,
Vol.22, n°1-3, pp.237-333, 2001.

[35]D. CHEURFA, “Le droit comptable et la normalisation comptable en Algérie : qui fait quoi ?” Journal of Industrial Economics, Vol.11,
n°27, pp.27-48, 2016.

[36]Conseil de la comptabilité, “Plan comptable général, Introduction, ” 4° édition, Imprimerie nationale, 1986.
[37]Conseil National de la Comptabilité, “Projet du nouveau systéme comptable financier,” 2006.

[38]Décret exécutif n°01-351 du /0 novembre 2001 portant application des dispositions de ’article 101 de la loi n°99-11 de 23 décembre
1999, portant loi de finance pour 2000

[39]W.CDaniel, “Errors in Estimating Accruals: Implications for Empirical Research,” , Journal of accounting research, Vol.40. n°1,
pp.105-134, 2000.

@ ®@@ This isan open access article under the CC BY-NC-ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/) Page 39

EY MG MD




International Journal of Latest Engineering Science (IJLES) E-ISSN: 2581-6659
DOI: 10.51386/25816659/ijles-v6i1p104

Volume: 06 Issue: 01 January to February 2023 www.ijlesjournal.org

[40]D. I. Dichev and S.D. Skinner, “Large-Sample Evidence on the Debt Covenant Hypothesis,” Journal of Accounting Research, Vol.40,
n°4, pp.1091-1123, 2022.

[41]Dechow, P., Ge, W., Schrand, C.:Understanding earnings quality:Are view of theproxies, their determinants and their
consequences.Journal of Accounting and Economics, 50, 2-3, 344-401 (2010)

[42]L. Didelot et B.O. Dandon, “La neutralisation dans les comptes individuels des incidences fiscales des dépréciations comptables,”’
Revue Francaise de Comptabilité, pp.27-31, 2007.

[43]C. Dattini, “Impact des facteurs culturels sur les premices du controle des comptes en France et chez ses voisins européens (1850 —
1929),”’, HAL, 2009.

[44]F. Fuad, A. Juliarto, P. Harto, «“ Does IFRS convergence really increase accounting qualities? Emerging market evidence, >’Journal of
Economics, Finance and Administrative Science, Vol. 24, n°48, pp.205-220, 2019.

[45]P. Healy,“The effects of bonus schemes on accounting decisions,” Journal of Accounting and Economics, Vol.7, n°1, pp.85-107, 1985.
[46]C. Hoarau,“Le passage aux normes IAS-IFRS: une révolution comptable ? >’Revue du financier, 2004.

[47]J.S. Gray, “Towards a theory of cultural influence on the development of accounting systems internationally,”” Abacus. Vol. 24, pp. 1-
15, 1988.

[48]C. Jensen, M. H. Micheal, “Theory of the firm: managerial behavior, agency cost and ownership structure,”” Journal of Financial
Economics, Vol.3, n°4, pp.305-360, 1976.

[49]G.S. John, “Towards a theory of cultural influence on the development of accounting systems internationally. Abacus, Vol.24, pp.1-15,
1988.

[50]3.J. Jones,“Earnings Management During Import Relief Investigations. Journal of Accounting Research,”” Vol. 29, n°2, pp.193-228,
1991.

[51]H.I.1brahim and A.H. Zulkafli,“Corporate governance, HRM practices and organizational performance,’’ Socio-Economic Problems
and the State, vol. 14, n°1, pp. 30- 40, 2016.

[52]A. KADDOURI, M. ADMANE,“ La Problématique d’application du Systéme Comptable Financier Algérien sur les entreprises
algériennes,’’in Forum nationale présenté a Iuniversité d’EL Oued, 2013.

[53]La constitution Algérienne

[54]C. Leuz, and R. Verrocchio, “The economic consequences of increased disclosure,”” Journal of Accounting Research, Vol. 38, pp. 91-
124, 2000.

[55] B. Levand S. T. Ramu,“Fundamental Information Analysis,”” Journal of Accounting Research, VVol.31, n°2, pp.190-215, 1993.

[56]L. Chunhui,l. Ling, H. Nan, J.Y. Lee, “The Impact of IFRS on Accounting Quality in a Regulated Market: An Empirical Study of
China,”” Journal of accounting, auditing and finance, Vol. 26, n°4, pp.660-676, 2011.

[57]K. Narktabtee, S. Patpanichchot, “The impact of country-level vs firm-level factors on the effectiveness of IFRS adoption: the case of
European Union,” Journal of Modern Accounting and Auditing, Vol.10, n°10,pp.79-92, 2011 b.

[58]A. Marselinus, H. Abdul, “Accounting Conservatism and Earning Quality,”SSRN Electronic Journal, 2017.

[59]G. Mueller, “Accounting principles generally accepted in the US versus those generally accepted elsewhere,” International Journal of
Accounting, Vol.3, n°2, 1968.

[60]H. Qingin, S. Qi S, “A comparative study of Chinese accounting system with Japanese and french accounting systems,” Lund
University, School of Economics and management, 2009.

[161] M.H. Paul, G.P. Krishna, “Information asymmetry, corporate disclosure, and the capital markets: A review of the empirical disclosure
literature,”Journal of Accounting and Economics, Vol.31, n°1-3,pp. 405-440 (2021)

[62]1. D. Paucan, “Measuring the effects of IFRS adoption on accounting quality: a review,” Procedia in economics and finance, Vol.32,
n°2015, pp.580-587, 2015.
[63]K. REMMACHE, “ L’adoption du SCF en Algérie, I’apport de la théorie institutionnelle,” Revue el mouhassib n°1, Alger, 2018.

[64]M. P. Richard and B. M. Ruffin, “Quality determinants of accounting information system in a decentralized entity SMEs: Case of the
MbanzaNgungu area from 2013 to 2014,” inMPRA Paper No. 67680, 2016.

[65]S. Roychowdhury, N. Shroff, S.R. Verdi, “The Effects of Financial Reporting and Disclosure on Corporate Investment: A Review,”
Journal of accounting and economics, VVol.68, n°2-3, pp. 101-206, 2018.

[66]N. E. SADL,* Epistémologie de la normalisation comptable dans les pays en transition a I’économie de marche,” in Communication
Congrées AFC Grenoble, 2012.

@ ®@@ This isan open access article under the CC BY-NC-ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/) Page 40

EY MG MD



https://www.emerald.com/insight/search?q=Fuad%20Fuad
https://www.emerald.com/insight/search?q=Fuad%20Fuad
https://www.emerald.com/insight/search?q=Puji%20Harto
https://www.emerald.com/insight/publication/issn/2218-0648
https://www.emerald.com/insight/publication/issn/2218-0648
https://www.emerald.com/insight/publication/issn/2218-0648
https://econpapers.repec.org/article/eeejaecon/

International Journal of Latest Engineering Science (IJLES) E-ISSN: 2581-6659
DOI: 10.51386/25816659/ijles-v6i1p104

Volume: 06 Issue: 01 January to February 2023 www.ijlesjournal.org

[67]Y.M. Sellami and G. Yosra, “Public management systems, accounting education, and compliance with international public sector
accounting standards in sub-Saharan Africa,” International Journal of Public Sector Management, Ahead-of-Print, VVol.33, pp.141-64,
2019.

[68]Soderstrom, Naomi and J.K.Sun, “ IFRS Adoption and Accounting Quality: A Review,” European Accounting Review, Vol.16, n°4,
pp.675-702, 2007.

[69]R. Sugata, “Earnings management through real activities manipulation,” Journal of Accounting and Economics Vol.42, pp. 335-370,
2006.

[70]3.K.Sun, “ Financial reporting quality, capital allocation efficiency, and financial Structure: an international study,”in AAA 2006
Financial Accounting and Reporting Section (FARS), Meeting Paper, 2005.

[71]H. Taieb, E.S. Mohamed et W. khlif, “ Formes de complexité et interprétation des normes IAS/IFRS, ” HAL, 2015.

[72]G. Tanaka, “The influence of culture, Economic and financial, Historical and political factors on the accounting system: Peruvian
Case,”Research journal of Strategic Management, Vol.7, 2014.

[73]S. Tasos, “Classification of International Accounting Systems,” An Empirical Analysis of Twelve Countries. IOSR Journal of Business
and Management IOSR-JBM, Vol.01, n°6, pp.38-48, 2018.

[74]B. Touazi, T. Chabi, “ Systéme comptable de principes et qualité de I’information comptable : cas du SCF Algérien, ” Revue des
études financiéres, comptables et de gestion, Vol.5, n°2, pp.398-418, 2018.

[75]C. YURT, U. ERGUN, “The IFRS Adoption and Accounting Quality: A Comprehensive Trend Analysis,”International Journal of
Academic Research in Economics and Management Sciences, Vol.4, n°2, pp.11-19, 2015

VI. APPENDIX
TABLE VI:SURVIED COMPANIES DESCRIPTION

. Average Average
Accountin Income
. Revenue
Statute g in in Employees
Software millions millions
DA
1| Private | Multi-post >1000
2| Public Multi-post | >-100 <100 >500
3| Public | Mono-post >1000
4| Public
5| Private | Mono-post >500
6| Public | Mono-post >-100 <100 >500
7| Public <5000
8| Public | Mono-post >500
9| Public | Mono-post >-10 <100 >500
é Private | Multi-post | <1000 | <5000 | <1000
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