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whether the

new globally adopted accounting standard outperforms national generally accepted accounting principles
have not yet reached the final conclusion. Prior researches were mixed and often yield to contradictory
findings. Our study believes that there are numerous institutional backgrounds that contribute to these
inconclusive findings. The main objective of this study is to propose

5a testable framework on the impact of implementation of International
Financial Reporting Standards on accounting qualities. The proposed
framework based on the assumption that accounting should be linked to its
social, political influences and culture. In this regard, we proposed whether
the positive effects of IFRS implementation to the increase of accounting
qualities may also be enhanced (impaired) by the firms’ national culture and
corruption at the country level. This study should

provide further research some preliminary arguments on how the accounting information quality is not
affected by the high-quality accounting standards, per se. Rather, our study conveys worth-looking message
that IFRS-accounting quality may also be influenced by those institutional environments. Hopefully, this may
provide a way out of the intractable debate of prior research. Keywords Accounting Quality, IFRS,
Corruption, National Culture 1. Introduction Most countries in the world have accepted International
Financial Reporting Standards (IFRS) as the firms’ accounting standards. As of 2018, it has been reported
that more than 130 countries have converged or adopted to IFRS from national Generally Accepted
Accounting Principles (herewith, GAAP). At least there are several differences between IFRS and GAAP.
One main notable difference is that IFRS is a principles-based approach that allows for different
interpretation of a particular transaction. GAAP on the other hand provides more details, offering stricter
guidelines in preparing the financial reporting [29]. Nevertheless, debate about this issue has not yet
reached the final conclusion on whether one particular standard outperforms another [13]. For example,
IFRS proponents maintained that IFRS could increase financial statements comparability and minimize
reconciliation costs [6]. On the other hand, few others have also suggested that IFRS may be problematic in
several ways. First, IFRS encourage small and medium enterprises to cover unnecessary expenses in order
to implement it [2]. Second, IFRS has not yet been able to prove to produce better accounting qualities [1].
Third, earnings management may also increase because IFRS provides flexibility in its implementation [9,
11] Not surprising therefore, researches were not in agreement whether the IFRS adoption would lead to
better financial reporting quality. For example, while [5], [30] among others found that accounting qualities,
other researchers found no such improvement (e.g. [18,19,20,26, among others]).

3Our study speculates that it is very likely that differences of accounting
quality caused by IFRS is not linear, but there are some other institutional
factors that
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3affecting it. References [14], [10] [4] maintained that differences of
accounting quality can sometimes be observed due to different
environmental attributes

. One of the important attributes reflecting environmental factors that was rarely researched in relation to
IFRS-accounting quality is corruption and national culture. Reference [25] stated that research is limited
when it comes to linking corruption and accounting, but not alone accounting quality. Although [25] argued
that corruption in business and management settings have been widely researched. In a similar vein, [31]
also argued that accounting researchers were not interested in corruption issues, although [7] have
suggested that the output of financial reporting is heavily influenced countries’ legal settings (i.e. corruption
level), in their study on the relations of auditing, accounting transparency and enforcement bodies. Some
studies have provided convincing finding that corruption culture has a destructive effect towards accounting
quality. Using the data from China’s local public firms, [12] found that firms accounting quality that are
affiliated with the corrupt officials tend to have higher accounting quality after the arrest of the officials. This
finding provides a solid argument that strong regulatory environment has a pivotal role in determining the
quality of accounting information. Nevertheless, we do not propose the corruption culture affecting
accounting per se. Rather, we argue that how

5the positive consequences of IFRS brings to the enhancement of accounting

quality increases more with stronger regulatory environment. Reference [41] maintained that any economic
consequences of IFRS adoption would be diminished in the state of higher corruption culture. The stronger
effect of IFRS on the accounting quality is also observed by [5]. In this regards, firms adopting IFRS may
encourage firms to have better transparency and accountability that could yield to higher accounting quality.
Besides corruption, some researchers also insisted that national culture provides a significant effect on how
management use their discretion in order to manipulate earnings [16,23]. With regard to IFRS, [21] found
that national culture and earnings management are inter-related even after IFRS implementation. Our study
proposes whether the positive consequences of IFRS to accounting quality is influenced by national culture
in which the firms operate. This positive effect of IFRS and accounting quality stem from the fact that IFRS
may, although little, provides some advantage in reducing earnings management. Indeed, the quality of
accounting information is also determined by many diverse national culture. Similarly, although as previously
mentioned a lot of empirical evidences have been conducted in testing the implication of IFRS
implementation, [36] stated that limited studies focused on the factors that may accelerate or decelerate the
IFRS implementation. [33] also agreed that firms’ compliance levels of IFRS differ across countries and
times as well. Based on this, we provide a testable conceptual framework that should provide a path on
figuring out the reasons for the conflicting findings of international accounting standards implementation and
accounting quality. This study suggests that earnings smoothing, accounting conservatism and earnings
management may be the proxies for the quality because they are the most accurate ways in reflecting
managerial discretion to make financial and accounting choices, which results in accounting performance
distortion [28]. They may also be used as a proxy in measuring firms’ potentials to mislead wider
stakeholders, including shareholders, banks, customers and financial intermediaries. On the other hand,
accounting conservatism may also reflect the accounting quality on which how the firms respond to
recognize asymmetrically the bad news in contrary to the good news. 2. Propositions Accounting, Corruption
and National Culture Accounting has long been known to be a paramount factor in new public management.
This is because accounting may act as a barrier and promote the strong accountability framework. Not
surprisingly therefore, many global financial institutions such as International Monetary Funds or World Bank
encourage the countries to adopt accrual accounting systems. A shift from accounting cash basis that
hopefully could provide a more transparent and reliable accounting information. Reference of [33] argued
that corruption does necessarily affect the public sector per se. Rather it is becoming a common issue in the
private and corporate world, even among more developed countries. National culture, a term pioneered by
Hofstede in his seminal books in 1991 and 2001, is defined as a measure in which how the social
environment structurally affects how people around the world would think and act. He argued that the
patterns of structural environmental (e.g., school, living community, etc.) affect the individuals actions can be
observed at the country level, and therefore, the extent of national culture differ among nations. More
specifically, he defined national culture as “the collective programming of the mind which distinguishes the
members of one group or category of people from another” (p. 260). Using a sample from more than
110,000 from 50 countries, he identified several dimensions of the national culture: a. Power distance It can
be defined as the extent to which individuals can tolerate and accept that the power may unequally be
distributed to members of the communities, organizations Universal Journal of Accounting and Finance 9(3):
347-351, 2021 349 or societies. b. Individualism Individualism (vs. collectivism) measures the extent to
which individuals may put more emphasis on either value group contribution or personal contribution. This
dimension also measures the individuals’ preferences on being a part of group or the individual right for
freedom. c. Uncertainty avoidance This dimension measures on how comfortable people of a particular
nation for any contingencies, ambiguity or uncertainty. Higher uncertainty avoidance culture is more likely to
have more stress, anxiety and higher expression on emotions. d. Masculinity Masculinity (or feminism, vice
versa) can be simply defined as the extent to which individuals of a particular country value more the
“masculine” factors such as strength, performance and success. Lower masculinity score in a nation can be
shown by more emphasis on nurturing values such as life quality or personal relationship. The Declining
Positive Consequences of IFRS in High Corruption Culture

2In their limited study settings, [38,40] accounting is influenced by the
politics and corruption. Another research conducted by [35] found that
corruption in developing countries is influenced by lack of government
regulations, which in this case is ambiguous accounting standards. Indeed,
researches conclusively insisted that corruption is destructive and has
negative consequences on overall firm performance [8,39

]. This study assumes that corruption that has been “internalized” in a particular country can easily influence
organizational context. Reference [3] argued that corruption can be easily perceived as normal when moral
agency declined overtime. In a heavily corrupted country, managers may rationalize this so that earnings
smoothing and earnings management are acceptable to increase their wealth.

1Although the impact of corruption to accounting is rarely researched,
several researches have tried to test the impact of earnings management
and earnings opacity on corrupt organizational climate [37,27,34].
Particularly, [34] in their 34 countries study found that low accounting quality
increase an unhealthy organizational climate. He also argued that this
brought about lack of transparency and accountability

. Reference [37] also found that earnings opacity led to corruption in a particular country. Similarly, [17] that
conducted a similar study in China, found the positive relation between earnings opacity and corruption.
Reference [31] also found that earnings manipulation are higher among firms in highly perceived corruption
index. References [15,32] were also in line with the above maintaining that corruption and transparency are
interrelated and the corruption is also affected by lack of information asymmetry. Proposition 1: The positive
consequences of IFRS may be dampened for the firms in highly corrupted index. The Effect of National
Culture on the IFRS-Accounting Quality Relationship On the other hand, this study also tests the impact

3of national culture on the positive relationship between IFRS and accounting
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