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Abstract 

IFRS adoption is mandatory for countries such as EU (Europe Union) listed countries while is voluntary for some 
countries like Iran. But because the adoption benefits cannot be ignored, Thus, as the main objective of our paper, the 
effect of some factors on the International Financial Reporting Standard (IFRS) adoption is been considered for 
analysis Therefore, Statistical population of this research is financial business managers and experts of company 
listed on the Tehran Stock Exchange. This research with regard to objective is practical and with regard to research 
design is descriptive survey, regarding the level of variable measurement, Pearson correlation test was used for the 
analysis of relationship between variables and regression analysis was used for analysis of type and form of relation. 
The results of analysis show that there is a meaningful relationship between of some affecting factors and IFRS 
adoption in Iran. 
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1. Introduction 

International Financial Reporting Standards (IFRS), a set of accounting standards referred to by the International 
Accounting Standards Board (IASB) have been developed. International Accounting Standards Board (IASB), an 
independent body based in London, which has 15 members from various countries and his work from 2001 has 
begun. The delegation established by the big accounting firms, private financial institutions and a number of other 
professional organizations in the field of accounting is done.The purpose of these standards, preparation of financial 
statements of corporations in the form of a global standard.With the adoption of IFRS, the financial statements of a 
company with foreign competitors provide similar principles.The application of IFRS could increase foreign 
investment for companies that want their own benefit. The application of IFRS standards in some countries is 
mandatory and some voluntary. In Iran, according to the movement toward creating international capital markets, the 
stock exchange intends to use this standard of 2017 years in the executive stock companies. 

 
2. Literature Review 

Studies examining analysts’ earnings forecasts pre-and post-IFRS adoption are categorized  by  Bruggeman et al 
(2012) as providing indirect evidence of capital-market effects associated with an accounting regime change. Beaver 
(1998) found that financial analysts are regarded as important information intermediaries in capital markets because 
they provide investors with future earnings forecasts.Dask et al (2008) found that the IFRS adoption capital –market 
effects were the strongest among the European Union (EU) countries, compared to other nations. Nevertheless, the 
authors acknowledge that this result can be attributed EU. Bradbery and Van Zijl (2006) suggest that firm size is an 
important factor impacting on IFRS adoption. This is due to larger firms having greater ability to absorb the cost of 
adoptions and because the various advantages of IFRS adoption would outweigh the disadvantages. Capon et al 
(2012) found that voluntary adoption by firms pre-2005 decreased instances of earnings management, as often those 
firms adoption IFRS to increase transparency in order to attract investors and externa.l capital.Hong (2000) using a 
large sample of firm year observation across 21 country, finds that there is a negative relation between accrual 
accounting and the value relevance of financial statements in countries with weak investor protection regime. Dask et 
al (2008) point out that the capital market benefits occur only in countries with strong enforcement regimes and in 
countries where the institutional environment provides strong incentives to firm to be transparent.Zeff (1978) defines 
economic consequences as “the impact of accounting reports on the decision making behavior of business, 
government, unions, investors and creditors”. 
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Li (2009) focuses on the impact of IFRS on the implied cost of equity capital, derived from analyst – forecast 
earnings and stock prices. Alsuhaibani (2012) found that the experience of countries who adopter who are 
considering the adoption of IFRS  show that such adoption is expected to impact many aspects including regulation , 
regulating bodies, systems, processes, financial outcomes, education, and people. Chebaane and Ben Othman (2014) 
show that in an emerging economy with a high level of external economic openness, a strong investor protection, a 
full protection of minority shareholders and with sophisticated capital market, the level of firms’ value relevance is 
more pronounced. Zehri and chouaibi (2013) found that the developing countries most favorable to the adoption of 
IFRS are those having a high economic growth rate, an high level of education and common law based a legal 
system. Procha’zka and Pela’k (2015) conclude that voluntary IFRS adopters have strong incentives to communicate 
with public in a transparent manner, including the extended voluntary disclosures and timely recognition of bad news. 
The transparency is in turn appreciated by investors. The achievement of benefits (lower cost of capital, foreign 
analysts’ following; etc) by companies, which made a credible voluntary commitment to adopt high quality standards, 
such as IFRS, is then of endogenous nature and self-explaining.  

In one of the first large scale studies of firms adopting IFRS in a mandatory setting, Daske  et al (2008) conclude 
that market liquidity increases following introduction of IFRS .They also find evidence of a decrease in firms’ cost of 
capital and an increase in equity value occurring prior to the official adoption date. Li (2010) finds IFRS mandatory 
adopters benefit through reduced cost of capital in the immediate mandatory adoption period, reflecting increased 
disclosure and enhanced information comparability. Platikanova and Perramon (2012) argue that “the quality of 
information is high if users are able to identify similarities in and differences between two sets of economic 
phenomena”, referring to the fact that IFRS “is proposed to eliminate informational externalities arising from lack of 
comparability . Pa’scan (2015) suggest that in order to achieve the intended benefits of IFRS adoption, related to 
increased comparability and transparency of financial reporting IFRS application should result in improved quality 
of accounting information. Ahmed et al (2013) show that vale relevance of book value of equity and earnings are 
statistically significant in both pre-and post –IFRS periods and the association is affected by legal origin, accounting 
and auditing enforcement, congruency between domestic GAAP and IFRS, and model of adoption ( voluntary versus 
mandatory ). Kim (2016) find the obvious similarity between the IFRS adoption experience of Russian market and 
the EU markets, for instance, in that the IFRS adoption was one change in the pool of capital market reforms 
intended to improve reporting quality and lower information asymmetry for investors.Houqe et al (2016) find a 
significant negative association between IFRS adoption and the cost of equity capital.  

 
3. Methodology 

This research is applied regarding objective and with regard to research design is descriptive survey. The objective of 
applied research is to develop applied knowledge in a particular field. In other words, applied research leads to 
scientific application of knowledge. And descriptive research includes a collection of methods whose aim is to 
describe conditions with phenomena under study. Implementing descriptive research can only be for the purpose of 
more familiarity with present conditions or voting to decision making process. Most of researches in behavioral 
science can be considered as descriptive research. The main objective of our paper, the effect of some factors on the 
International Financial Reporting Standard (IFRS) adoption is been considered for analysis.These factors are; 
Economic growth, The educational level, The legal system, Foreign financial communication that are been explained 
as follow. 

3.1 Research Hypotheses 

3.1.1 There is a significant relation between economic growth and IFRS adoption  

3.1.2 There is a significant relation between educational level and IFRS adoption.  

3.1.3 There is a significant relation between legal system and IFRS adoption.  

3.1.4 There is a significant relation between foreign financial communication and IFRS adoption.  

3.2 Statistical Population 

Statistical population of this research is financial business managers and experts of company listed on the Tehran 
Stock Exchange. Since the statistical population in this research is managers and experts who are divided into two 
groups of managers and experts, from each class, people are randomly selected, in fact sampling method is 
categorized. In this research we calculate sample population by Cochran formula. 



http://mos.sciedupress.com  Management and Organizational Studies Vol. 4, No. 1; 2017 

Published by Sciedu Press                         76                          ISSN 2330-5495  E-ISSN 2330-5509 

 
In this formula: 

n= sample population 

N= statistical population that equals to 321. 

Possibility of first type error (a) equals to 5%, as a result Z (a/2) =1.96, P=0.5 and q=0.5 (relative Community) that is 
equally determined. The accepted error (d) calculated equals to 5%. 

According to this formula, sample population equals to 175. 200 questionnaires were distributed from which 176 
questionnaires returned to the researcher flawless and correctly and analysis operation was performed on them. The 
tools for assessing this research were questionnaire whose questions were posed in two expert group (related to 
research variables) and demographic group with 33 questions.Questions of expert group evaluate the relationship 
between each indicator of affecting factors on IFRS adoption. 

 
Table 1. Questions about Research Hypotheses 

Research variables Questions 
Economic growth  1 to 6 
Educational level 7 to 13 
Legal system 14 to 20 
Foreign financial communication 21 to 24 
IFRS adoption 25 to 29 
Demographic variables (position, job history, education, information access) 30 to 33 

 
Questions of this questionnaire were in closed form and in a 5 degree Likert scale and in form of totally agree (5), 
agree (4), neither agree nor disagree (3), agree (2), totally disagree (1). The questionnaire validity was also assessed. 
By validity we mean, questions in this questionnaire 

examine exactly variables and subject under study, i.e. as much as possible data collected through questionnaire are 
not more than the researcher’s needs and at the same time part of data needed related to assessing variables in 
examination are not deleted and reality is as it is shown, the amount of circumstantial evidence KMO shows the 
meaningful level of Kerroit Bartlett. For KMO, amounts lower than 0.5 shows trivial factor analysis, 0.5 to 0.7 
shows average factor analysis, 0.7 to 0.8 shows balanced factor analysis, 0.8 and higher shows desirable factor 
analysis. For the present data amount of KMO obtained, shows a suitable factor analysis. 

 
Table 2. Circumstantial Evidence KMO 

Variable Economic 
growth 

Educational 
level 

Legal system Foreign financial 
communication 

IFRS adoption 

KMO 0.73 0.66 0.60 0.77 0.73 
 
Reliability of questionnaire was also tested. Reliability refers to accuracy, trustworthiness, stability or being 
repeatable of test results. To measure questionnaire’s reliability, at first a number of 30 Consumers were randomly 
chosen and after distributing, gathering and analyzing data, questionnaire reliability was calculated using Cronbach 
alpha for each variable and the entire questionnaire. 

 
Table 3. Reliability Coefficient of Questionnaire 

Variable Economic 
growth 

Educational 
level 

Legal 
system 

Foreign financial 
communication 

IFRS 
adoption 

Total 
average 

Cronbach 
alpha 

0.61 0.72 0.73 0.76 0.79 0.87 
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According to the table above all dimensions have Cronnbach alpha higher than 0.6 and the total average equals to 
0.87 that shows desired reliability of questionnaire. 

3.3 Data Analysis 

In this research, in order to analyze data SPSS software version 21 was used. Analysis of research questions was 
performed at two levels of inferential and descriptive statistics. At the descriptive part, statistical analysis including 
frequency, percentage is used along with tables and figures. In inferential statistics with regard to the level of 
variable measurement Pearson correlation test was used for analyzing the relationship between variables and 
regression analysis was used for analyzing type and form of relationship. Descriptive findings of this research 
includes frequency table and percentage of individual characteristics of sample people and statistical descriptive 
indicators like average, standard deviation and variance that if needed for all variables under study is presented in 
this research. 

 
Table 4. Frequency Distribution According to Job History 

Job history Frequency Real percentage 
Under 10 years 77 43.8 
11 to 20 years 87 49.4 
Over 30 years 12 6.8 
Total 176 100 

 
Findings of table 4 show that 77 people less than 10 years (43.8 percent), 87 people (99.4 percent) up to 20 years and 
12 people (6.8) have over 30 years of job history. Findings of table 5 show that 10.2 percent (18 people) of sample 
population have diploma, 15.9 percent (28 people) have  associate degree, 60.2 percent (106 people) have bachelor 
degree and finally 13.6 percent (24 people) have master’s degree and higher. 

 
Table 5. Frequency Distribution Based on Respondents’ Educational Degree 

Education Frequency Real percentage 
Under diploma 0 0 
diploma 18 10.2 
Associate degree 28 15.9 
Bachelor degree 106 60.2 
Master’s degree 24 13.6 
Total 176 100 

 
3.4 Hypothesis Testing 

3.4.1 Testing the First Hypothesis 

First hypothesis states that there is meaningful relationship between primary actions for information 

security management and success in managing financial information security. 

H0: ρ =0 

H1: ρ ≠ 0 

 
Table 6. Results of Pearson Correlation Test 

 
Variables 

IFRS adoption Correlation 
coefficient 

Meaningful 
level 

Economic growth 0.39 0.00 
 
As table 6 shows, significance level of correlation test is lower than 0.05, thus, there are sufficient reasons for 
rejecting null hypothesis, i.e. there is a significant relationship between independent variable of Economic growth 
and IFRS adoption; also regarding the fact that the correlation coefficient is positive, the variables are aligned. 

3.4.2 Testing the Second Hypothesis 

The second hypothesis indicates that there is a significant relationship between Educational level and IFRS adoption. 
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H0: ρ = 0 

H1: ρ ≠ 0 

 
Table 7. Results of Pearson Correlation Test 

Variables IFRS adoption Correlation 
coefficient 

Significance 
level 

Educational level 0.77 0.00 
 
As table 7 shows, Significance level of correlation test is lower than 0.05, thus there are enough reasons to reject null 
hypothesis, i.e. there is a significant relationship between independent variable of Educational level and IFRS 
adoption; also with regard to the fact that the correlation coefficient is positive, the variables are aligned. 

3.4.3 Testing the Third Hypothesis 

The third hypothesis states that there is significant relationship between Legal system and IFRS adoption. 

H0: ρ =0 

H1: ρ ≠ 0 

 
Table 8. Results of Pearson Correlation Test 

 
Variables 

IFRS adoption Correlation 
coefficient 

Significance 
level 

Legal system 0.60 0.00 
 
As table 8 shows, significance level of correlation test is lower than 0.05, thus there are enough reasons to reject null 
hypothesis, i.e. there is a significant relationship between independent variable of Legal system and IFRS adoption; 
also with regard to the fact that the correlation coefficient is positive, the variables are aligned. 

3.4.4 Testing the Forth Hypothesis 

The fourth hypothesis states that there is a significant relationship between  

Foreign financial communication and IFRS adoption. 

H0: ρ =0 

H1: ρ ≠ 0 

 
Table 9. Results of Pearson Correlation Test 

 
Variables 

IFRS adoption Correlation 
coefficient 

Significance 
level 

Foreign financial 
communication 

0.22 0.005 

 
As table 9 shows, significance level of correlation test is lower than 0.05, thus there are enough reasons to reject null 
hypothesis, i.e. there is a significant relationship between independent variable of Foreign financial communication 
and IFRS adoption; also with regard to the fact that the correlation coefficient is positive, the variables are aligned. 
With regard to the results obtained, we find out that the intensity of correlation between IFRS adoption and 
Educational level has the highest amount and Foreign financial communication has the lowest amount. 

3.5 Result Analysis 

Determination coefficient is a percentage of dependent variable changes that is indicated by dependent variable, for 
the present data, since the amount of indicator equals to 0.63, thus, the model is able to explain 63 percent of changes 
in affecting factors on IFRS adoption . The remaining percentage is related to other factors that are not studied in this 
research. Regarding the undesirable effect of entrance of some variables with an insignificant effect, the amount of 
determination coefficient reduces from 0.62 to 0.61. 

 

 



http://mos.sciedupress.com  Management and Organizational Studies Vol. 4, No. 1; 2017 

Published by Sciedu Press                         79                          ISSN 2330-5495  E-ISSN 2330-5509 

Table 10. Multiple Correlation Coefficient and Determination Coefficient 

Model multiple 
correlation 
coefficient 

determination 
coefficient 

Balanced 
determination 
coefficient 

Standard 
deviation 
method 

1 0.791 0.626 0.616 0.83901 
 
Table 11. Variance Analysis 

Model Total 
square 

df Mean 
square 

F Sig. 

Regression 898.783 4  
224.969 
3.382 

 
66.440 

 
0.0 Remaining 537.729 159 

Total 1436.512 163 
 
The above table shows the regression variance analysis. This model includes dependent and independent variables. 
Since probability of test significance is less than 0.05, regression model is significant i.e. this model is able to predict 
dependent variable; in other words at least one of independent variables is effective in predicting dependent variable. 
So, each independent variable should be tested by T-test. 

 
Table 12. Regression Coefficient 

 
Model 

Non-standard 
coefficients 

standard 
coefficients 

 
 
 
t 

 
 
 
Sig. 
Lower 
Bound 

 
95.0% Confidence 
Interval for B 

B Std. 
Error 

Beta Upper 
B Bound 

 

Y-intercept -1.815 1.098  -1.652 .100 -3.984 .355 
Economic growth -.118 .061 -.120 -1.930 .055 -.239 .003 
Educational level .551 .053 .675 10.382 .000 .447 .656 
Legal system .191 .048 .259 3.955 .000 .096 .287 
Foreign financial 
communication 

-.001 .017 -.004 -.083 .934 -.035 .033 

 

In column B, the amount of y-intercept and regression non-standard coefficient was presented; the amount of 
positive effect of each independent variable on the dependent variable. Beta non-standard coefficient indicates the 
amount of change in dependent variable per each unit change in independent variable. With regard to the 
significance probability of test for regression coefficient, y-intersect and Economic growth variables and Foreign 
financial communication are not significant (sig> 0.05). Regression coefficient is significant for significance 
coefficient and Legal system and Educational level (sig> 0.05). i.e. per each unit increase in Legal system, 0.26 units 
increase occurs in success of IFRS adoption and per each unit change in Educational level, 0.67 

Units change happens in the success of IFRS adoption. 

Y= 0.67 t + 0.26 m 

t: Educational level 

m: Legal system 

Y: IFRS adoption 

 
4.Conclusion 

In particular, countries with high levels of oil and gas reserves, may wish to attract foreign investment to expedite 
access to their reserves, leaving to expedite access to these reserves, leading to economic growth. Consequently, 
these nations would see a need to strengthen their accounting system through IFRS adoption. 

In this article, the effect of some factors on the International Financial Reporting Standard (IFRS) adoption in Iran 
were studied analysis. These factors are; Economic growth, The educational level, The legal system, Foreign 
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financial communication. According to results of Pearson correlation test, there is a significant relationship between 
The above factors and IFRS adoption .The results of Beta coefficient  show that there is a meaningful relationship 
between of The educational level, The legal system and IFRS adoption in Iran.  

Other developing economies and nations in the region seeking assistance to strengthen their economies are likely to 
face pressure to adopt IFRS from powerful global aid organizations where an economy is poor or small; it is more 
dependent on international aid to meet basic needs. As such, these economies will be subject to the coercive power of 
a range of non-government organizations seeking to bring about changes through foreign aid, like the Word Bank or 
the International Monetary Fund .However, the inclusion of non-adopting as control group does not solve the main 
problem with the selection of affected companies in adopting countries. The transaction from domestic GAAP to 
IFRS did not happen overnight. A relatively long transitional period provided companies with the opportunities to 
estimate the impacts of IFRS adoption properly and to accommodate to the changeover. 
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