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Abstract: - This study examines the differences between the accounting quality (value relevance, timely loss 

recognition, earnings persistence and earnings management) during pre and post-mandatory IFRS adoption 

periods in Jordan. Data covering fifteen years (2001-2003) as pre-IFRS adoption and 2004-2015 as post-

IFRS adoption) was collected via annual reports of the listed industrial and service sector firms on the 

Amman Stock Exchange (ASE). The findings show that there is no change in the value relevance of earnings 

pre and post-IFRS adoption based on the price model, whereas value relevance of book value of equity has 

reduced after the IFRS adoption. The earnings are more value relevant as per the return model after the 

IFRS adoption. Timely loss recognition is significantly lower after the adoption of IFRS. Earning 

persistence is increased after the IFRS adoption and finally, earnings management is lower for the 

Jordanian firms after the adoption of IFRS. In addition, these findings signify that IFRS adoption have not 

improved accounting quality in Jordan. This study contributes to the body of knowledge regarding IFRS and 

accounting information quality in the developing country’s context i.e. Jordan and provides a specific 

guidance for Jordanian regulators to make the IFRS adoption helpful for firms and investors.  
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1. Introduction 

The listed firms under Amman Stock Exchange 

(ASE) are required to publish their consolidated 

financial statements in accordance with International 

Financial Reporting Standards (IFRS) since 2004 

after the introduction of Company Law 1997 and the 

Securities Law 2002 (ASE, 2007). Although it is 

believed that the adoption of IFRS will facilitate 

growth in countries’ equity markets by providing 

high accounting information quality and thereby 

serving the needs of investors and companies. The 

expected benefits from the implementation of IFRS 

have become a subject of debate among 

academisation and practitioners (Zeghal, Chtourou, 

& Fourati, 2012), and the existing literature provides 

inconsistent evidence on whether or not the adoption 

of IFRS  

enhances accounting information quality. (Capkun, 

Collins & Jeanjean, 2016). 

 

 

 

The empirical evidences from post-IFRS adoption 

studies (Aharony et al., 2010; Barth et al., 2008; 

Horton et al., 2010; Landsman et al., 2012; Liu et  

al., 2011; Marquez-Ramos, 2011) indicate that IFRS 

adoption would enhance the accounting information 

quality by the improvement in the comparability and 

the transparency of financial reporting. Aharony et 

al. (2010) and Horton et al. (2010) stated that the 

IFRS would enhance the value relevance (a proxy 

for accounting information quality) of accounting 

numbers for investors in equity valuation. On the 

other hand, some researchers such as Ball et al. 

(2003), Christensen et al. (2007), and Paananen and 

Lin (2009) believe that adoption of IFRS is not 

necessarily the determinant of accounting 

information quality. According to Ball et al. (2003), 

adopting high quality accounting standards might be 

a necessary action but not a sufficient one, but other 

factors such as the country’s institutional setting and 

the firms’ incentives may also play an important role 

in determining accounting information quality (Ball 
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et al., 2003; Christensen et al., 2015; Paananen & 

Lin 2009). 

It has been argued by some researchers that 

voluntary IFRS adoption is proved to have a positive 

effect on accounting information quality (Barth et 

al., 2008; Gassen & Sellhorn, 2006). According to 

Ahmed et al. (2013) that, this argument is valid for 

the  early adopters, because these firms had 

incentives to upsurge the transparency of their 

reporting in order to attract outside capital, and, 

therefore, earnings management went down after 

voluntary IFRS adoption, Whereas, the firms that 

waited until IFRS reporting became mandatory in 

EU countries lacked incentives for transparent 

reporting that led to an increase in earnings 

management for example, in the European Union 

(EU) (Ahmed et al., 2013; Christensen et al., 2015). 

In the context of the Jordan, IFRS adoption 

increases the quality of disclosure and consequently 

affects the equity market value (Al-Khadash & 

Abdullatif, 2010). On the other hand, Abu-Risheh 

and Alsaeed (2014) claimed that the IFRS adoption 

in Jordan has increased the complexity of financial 

reporting and there are the chances for misreporting 

if those accountable for preparing the financial 

reports and the auditors do not possess the required 

expertise and skills for IFRS application.  

Few studies have examined the influence of IFRS on 

the accounting information quality in Jordan (see, 

for example, Daas, 2014; Saaydah, 2012). Due to the 

lack of existing literature on this issue in the Jordan 

and fill this literature gap, this study examines if 

there are differences between the accounting 

information quality during the mandatory adoption 

of IFRS period and pre-IFRS period in Jordan. This 

study is considered imperative, given the fact that 

prior studies regarding IFRSs and accounting 

information quality are largely conducted in 

developed countries and in some developing 

countries with mixed findings. While the studies in 

Jordan focused mostly on banking and industry 

sectors. However, the present study extends the 

existing knowledge by examining the effect of IFRS 

adoption on accounting information quality in the 

service as well including industry sectors. This is the 

first study according to the best knowledge of the 

researcher by examining the influence of pre and 

post-IFRS adoption on the value relevance, earnings 

persistence, timely loss recognition, and earnings 

management in Jordan’s context. This research is 

structured into the following sections; literature 

review, hypotheses development, research method, 

result and discussion and conclusion. 

2.0 Literature Review 

The literature on the effect of IFRS adoption on 

accounting information quality provides mixed 

findings. In the study by Bartov et al. (2005), which 

examined the value relevance of accounting 

information of listed firms on the German Stock 

Exchanges, results of the study found that 

companies reporting on the basis of US GAAP’s 

provide more value relevant accounting information 

as compared to firm reporting on the basis of IAS. 

Moreover, US GAAP is more value relevant than 

German GAAP. Hung and Subramanyam (2007) 

found an insignificant influence on timely loss 

recognition between voluntary IAS adopters and 

German GAAP compliant companies. Gassen & 

Sellhorn (2006) documented the significant 

differences regarding earnings quality: IFRS firms 

have more persistent, less predictable and more 

conditionally conservative earnings in the publicly 

traded German firms. 

Adoption of IFRS might not ensure equal 

consequence for firms as mandatory adoption since 

managers can decide to use selective compliance 

based on the IFRS, drifting towards contradictory 

proof even in the equivalent economy (Brüggemann, 

Hitz & Sellhorn, 2013). In line with this view, 

Soderstrom and Sun (2007) confirmed that 

voluntary adoption of IFRS may not generalized on 

the European Union (EU) as compared to the 

mandatory adoption era. In the study by Chen et al. 

(2010) argued that earnings management mostly 

decreases in the IFRS reporting period, also there is 

a decrease in the timely loss recognition, however, 

there was an increase in the earnings smoothing. 

Zeghal et al. (2011) examined the French company’s 

data from 2003-2006 and discovered that earnings 

management decreased during the compulsory IFRS 

adoption. Likewise, Devalle (2010) found increased 

value relevance of accounting information after the 



Fayis Mahmoud Alshyoukh et al / The Effects of Mandatory IFRS Adoption on Accounting Information 

Quality: Empirical Evidence from Jordan 

SSHJ - VOL-03, ISSUE-07, 2019             Page no. 1395-1415                                                     Page 1397 

compulsory IFRS adoption in France, Germany, and 

the United Kingdom. The significant increase in the 

value relevance of accounting information after the 

compulsory IFRS adoption is a sign of an increase in 

the reliability of accounting information due to IFRS 

adoption. Lin et al. (2012) found that accounting 

numbers under IFRS generally show more earnings 

management, less timely loss recognition, and less 

value relevance in comparison under U.S. GAAP 

based on the German firms that shifted from U.S. 

GAAP to IFRS. sun et al. 2011 investigated the 

influence of IFRS adoption on the earnings quality 

of foreign firms cross-listed in the U.S. The study 

found that there remains no difference in earnings 

quality from the pre- to post-IFRS as measured by 

absolute discretionary accruals, timely loss 

recognition. However, results further revealed that 

U.S. GAAP is generally viewed as high-quality 

standards with no significant room for improvement.  

Using Spanish listed firm’s data, Cutillas-Gomariz, 

Sánchez-Ballesta and Yagüe (2016) found that there 

is a significant change in value relevance of net 

income and operating income while no significant 

change is found in net income and operating income 

persistence in the IFRS period. The findings also 

indicate a significant change in the value relevance 

of other consolidated income and corporation tax 

and a significant decrease in the persistence of net 

profit/loss from discontinued operations in relation 

to extraordinary items. El-Gazzar and El-Sadek 

(2001) confirmed that the value relevance of 

accounting information in the emerging market of 

Middle-East, the content of accounting information 

has been pre-empted prior to being made available 

for public use. Though, the Abu Dhabi Stock 

Exchange (ADX) being a potential and emerging 

market, made it mandatory for the domestic firm and 

listed companies to report under the IFRS in 

accordance with their law. Furthermore, auditors are 

also required to be registered by firms to ensure if 

stipulated regulations were followed with regards to 

the listed companies. 

Khanagha (2013) found that there was an 

improvement in the value relevance of accounting 

information in the IFRS period for Bahrain and 

Saudi Arabia listed firms whereas, there was a 

decrease in the value relevance in the United Arab 

Emirates firms. Al and Abulaila (2016), used the 

data of 20 Saudi Arabia insurance firms for the 

period 2007-2010 to investigate the impact of IFRS 

adoption on asymmetric information as a 

measurement of accounting information quality and 

found that after adoption of IFRS in 2009, IFRS 

significantly influenced asymmetric information and 

there was a lack of relationship before mandatory 

IFRS adoption.  

In Jordan, Saaydah (2012) examined the influence of 

IFRS adoption’s influence on value relevance of 

accounting information in the industry and banking 

sectors and concluded that discretionary accruals 

predict that the market value of banks is increased 

after the adoption of IFRS, whereas earnings and 

book value of equity are better predictors in the 

industrial firm’s value after IFRS adoption. 

Likewise, Dass (2014) investigated the quality of 

accounting information pre and post-IFRS 

mandatory adoption on the banking and industry 

sectors and found that IFRS adoption resulted in the 

high earnings management and however, less timely 

loss recognition, and similarly, value relevance is 

low in IFRS period. 

Overall, the findings of the existing literature on the 

effects of IFRS adoption are inconsistent. This could 

be associated with poor compliance with IFRS 

among adopters (Street & Gray, 2001), lack of 

reporting incentives in some countries (Ball et al., 

2003), and studies’ adoption of different accounting 

information quality proxies, different time periods, 

and different variables to control firms’ incentives 

and economic environments. This study has adopted 

a longer period, a larger sample, and broaden 

accounting information quality proxies because this 

will extend the scope of literature. Accounting 

quality in the current research is based on the value 

relevance (Barth et al., 2008); timely of loss 

recognition (Ball & Shivakumar, 2005; 2006; Barth 

et al., 2008; Chen et al., 2010; Chua et al., 2012); 

earnings persistence (Atwood et al., 2011; Basu, 

1997; Dechow et al., 2010) and earnings 

management (Barth et al., 2008; Chen et al., 2010; 

Chua et al., 2012; Lang et al., 2003). 
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2.1 Hypotheses Development 

Value relevance is a supreme proxy for accounting 

information quality to measure the usefulness of 

accounting information in decision making (Ball & 

Brown, 1968; Scott, 2009). Value relevance can be 

defined as the statistical association among earning’s 

information and share price/ stock returns as the 

investors use this information for equity valuation 

(Francis & Schipper, 1999, Mirza, Malek, & Abdul 

Hamid, 2019a, 2019b). In a study by Van der 

Meulen et al. (2007), that investigated the value 

relevance of earnings in German listed firms based 

on US GAAP and IFRS during economic crunch, 

findings revealed that the value relevance of 

earnings under US GAAP and IFRS are similar. 

Whereas, earnings based on the US GAAP has a 

better predictive ability as compared to earnings 

based on the IFRS. Nevertheless, the investors don’t 

give appropriate value the change in predictive value 

because there is not a significant difference in the 

value-relevance of earnings based on different 

fundamentals. So, it was suggested by Van der 

Meulen et al. (2007) that public investors don’t 

properly understand the technical issues behind the 

differences among US GAAP and IFRS. Likewise, 

Lin et al. (2012) stated that companies switched 

from US GAAP to IFRS showed no significant 

improvement in the value relevance of accounting 

information than US GAAP reporting, whereas, the 

US GAAP provides more value relevance 

accounting information as compared to the 

accounting information based on IFRS. Rather 

change from US GAAP to IFRS reduces the 

accounting information quality. Saaydah (2012) 

found that discretionary accruals have better ability 

to forecast banks share price whereas earnings and 

book value of equity have better capability to 

forecast industrial equity market value post-IFRS 

adoption in 2004.  

Additionally, IFRS may foster timely loss 

recognition because of two main reasons; first, the 

IFRS requires more impairment tests and forced to 

recognise an impairment loss in the income 

statement immediately especially where the asset is 

revalued (IASB, 2009). Secondly, fair value 

accounting stress that IFRS fundamentals 

incorporate the market-based economic profit and 

loss information into annual reports in a timely 

manner, that results in more informative earnings 

and providing useful information for contracting and 

investment purpose (Ball, 2006). On this issue, 

Dechow and Ge (2006) state that assets such as 

inventory, goodwill, property, plant, and equipment 

(PPE) of firms having a problem for going concern, 

their market values are likely to be less than their 

book values. Because of this decline in the financial 

condition of the firms and downsizing result in a 

build-up of large negative accruals (Dechow & Ge, 

2006) that are normally charged in the income 

statement instantly under IFRS except in certain 

circumstances. 

Prior research findings have documented the 

influence of accounting standards especially IFRS 

on the timely loss recognition (Barth et al., 2008; 

Christensen et al., 2015; Chua et al., 2012). Chua et 

al. (2012) found a significant increase in timely loss 

recognition during the compulsory adoption of IFRS 

in Australia. A study by Paananen and Lin’s (2009) 

find that the adoption of IFRS in Sweden 

significantly decreased timely loss recognition, 

whereas, Ahmed et al. (2013) using a sample of 20 

countries also claimed that there is a significant 

reduction in the timeliness of loss recognition, for 

the countries with strong governance. These studies 

collectively suggest that different standards 

influence unequally on timely loss recognition. Daas 

(2014) investigated timely loss recognition in the 

banking and industries sectors pre and post-IFRS 

mandatory adoption in 2004. The results revealed 

that timely loss recognition significantly decreased 

after adoption IFRS. Moreover, a decline in timely 

loss recognition is considered a factor that drives the 

change in observed smoothness properties of 

earnings around mandatory IFRS adoption (Capkun 

& Collins, 2018). 

As well, earnings persistence is partly associated 

with the applicable accounting standards (Scott, 

2009) meanwhile the standards affect the principle 

for separating recurring items from non-recurring 

(Ewert & Wagenhofer, 2011). Earnings persistence 

is generally different, when based on IFRS as the 

shocks to earnings are known in earnings with 
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different momentum. For example, negative shocks 

to the earnings process exposed by impairment loss 

is instantly provided in the gain and loss by the 

provisions of IAS 36 and 16, that leads to a one-time 

decrease in earnings, excluding where a revaluation 

surplus for the same asset is already recognised in 

the statement of changes in equity (IASB, 2009). 

According to Basu (1997), Earnings persistence is 

likely to be equally higher in the case of good news 

under IFRS. This is because of that, the good news 

value is incorporated by constant fractional 

reflection in earnings across future periods through 

depreciation, that may change due to the positive 

news on the useful life of the asset. Though, these 

adjustments, do not affect the persistence of cash 

flow earnings (Dechow & Ge, 2006), but brings 

accrual earnings closer to cash flow earnings. The 

adjustments also provide more trustworthy 

information to investors to predict future earnings of 

the firm through the present earnings information. 

In the literature, research findings indicate mixed 

results, recommending that earnings persistence is 

dependent on the accounting standards and may be 

affected unequally by different accounting 

standards. Doukakis (2010) stated that IFRS 

adoption does not significantly enhance earnings 

persistence. In addition, Kabir et al. (2010) 

recommended on the basis of New Zealand data 

from 2002 to 2009, there is no indication that IFRS 

earnings are more persistent than earnings reported 

under New Zealand GAAP. However, Gordon et al. 

(2010), who employed three years’ data using 26 

countries to compare with other accounting 

information quality measures, earnings persistence 

between the US GAAP and IFRS-compliant firms 

listing on US Stock Exchanges, revealed the 

evidence of a higher but insignificant difference in 

earnings persistence under US GAAP relative to 

IFRS. 

Moreover, firms may manipulate earrings through 

working capital accruals or depreciation by an 

adjustment in the useful lives of the assets (Dechow 

& Dichev, 2002; Roberts et al., 2008). This exercise 

might be related with capital market perception of 

the company prospects (Roberts et al., 2008); 

earnings management to increase management 

compensation (Bergstresser & Philippon, 2006), 

earnings management to circumvent political and 

regulatory interference (Van Tendeloo & 

Vanstraelen, 2005). Though, earnings management 

may likely to be reduced when firms adopt IFRS, 

follows rules of the IFRS. 

Prior researchers have related adoption of 

accounting standards with earnings management. 

Varying accounting policies may result in different 

earning figures, managers may favour policies that 

given them incentive without violating the rules 

(Watts & Zimmerman, 1986; Roberts et al., 2005; 

2008; Barth et al., 2008). This theoretical 

assumption is examined in the plenty of research, 

that compares the impact of IFRS and national DAS 

on accounting quality; resulting in mixed findings. 

For example, Van Tendeloo and Vanstraelen (2005) 

used a sample of 636 firm-years observations of 

German companies from the period 1999 to 2001 to 

examine the earnings management practice of IFRS 

voluntary adopters. The study finds no significant 

difference between IFRS voluntary adopters and 

German GAAP compliant firm regarding earning 

management practices. A study by Capkun, Collins, 

and Jeanjean (2016) based on countries that 

implemented early IFRS adoption found a rise in 

earnings management from pre-2005 to post-2005. 

Similarly, in countries that did not allow early IFRS 

adoption, there is a rise in earnings management 

from pre-2005 to post-2005 (Capkun et al., 2016). 

Dass’s (2014) examined earnings management 

practice in Jordanian banks and industrials 

companies before and after IFRS adoption in 2004, 

it is found that earnings management increased 

significantly in IFRS period. 

Given the above discussions, this study proposes the 

following major hypothesis: 

H1: Mandatory adoption of IFRS in Jordan will lead 

to higher value relevance of book value of equity in 

the post-IFRS period.   

H2: Mandatory adoption of IFRS in Jordan will lead 

to higher value relevance of earnings per share in the 

post-IFRS period. 
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H3: Mandatory adoption of IFRS in Jordan will lead 

to higher timely loss recognition in the post-IFRS 

period. 

H4: Mandatory adoption of IFRS in Jordan will lead 

to higher earnings persistence in the post-IFRS 

period. 

H5: Mandatory adoption of IFRS in Jordan will lead 

to fewer earnings’ management in the post-IFRS 

period. 

3.0 Research Design 

3.1 Accounting Information Quality Metrics 

The quality of accounting information is a subject 

that is receiving more attention recently and the 

centre of debate for inventors and regulators 

including accounting researchers. The quality of 

accounting information is a concept of multi-

dimensional views and no specific definition is 

available in the literature. Numerous metrics for 

assessing quality accounting information were 

developed. According to the attributes of earnings 

by Francis et al. (2004), can be disunited and 

separated by classifying them into two categories: 

market-based (value relevance and timely loss 

recognition) and accounting-based measures 

(earnings management and earnings persistence). 

According to Francis et al. (2004), Gaio (2010) 

Devalle et al. (2010) market-based measurements 

are based on the correlation among the elements of 

financial reports such as book value of equity and 

earnings with market price as well as returns, 

whereas, the accounting-based measures are only 

based on the information from the financial reports. 

This research examines four qualities of accounting 

information quality constructs that are commonly 

used in the literature; value relevance, timely loss 

recognition, earnings persistence and earnings 

management. Based on these categories of 

accounting information quality attributes, this study 

evaluates whether the adoption of IFRS is really 

presented in earnings and the associated market 

values (Van der Meulen et al., 2007). The data is 

analyzed for pre- and post-IFRS adoption periods by 

comparing the same companies’ quality metrics. 

3.1.1 Value Relevance 

The first measurement of accounting information 

quality employed in this study is value relevance. 

Value relevance is an association between 

accounting numbers and share prices or returns. The 

assumption of value relevance proxy is that 

accounting information is more relevant and reliable 

for the investors if there is a strong statistical 

relationship between accounting information and 

share prices/returns (Lang et al., 2006).  

The price model as suggested by Ohlson (1995) to 

operationalise value relevance and employed by 

others such as Barth et al. (2008), Karampinis and 

Hevas (2009), and Lin et al (2012) where earnings 

per share and the book value of equity are regressed 

on share prices. The formal model is given below for 

performing a multivariate regression analysis: 

                                      
                   

                   
                      
           
                                                         ( ) 

Where P = The firm’s share price three months after 

the end of year t, EPS= Earnings per share for firm i 

in year t, BVPS= Book value of equity per share for 

firm i at the end of year t, IFRS= Dummy variable 

measured as “1” for the period of IFRS adoption and 

“0” otherwise; FSIZE= Natural logarithm of  total 

assets for firm i at the end of year t, DEBT= Long-

term debt dividing by total assets for firm i at the 

end of year t, GROWTH= Percentage change in 

sales revenue for firm i from time t-1 to t, DISSUE= 

Percentage change in total liabilities for firm i from 

time t-1 to t, AUTRN= Ratio of sales revenue 

divided by total assets at year-end for firm i in year 

t, e=Error term. A positive and significant     and    

demonstrate higher value relevance of earnings and 

book value after the mandatory IFRS adoption. 

The second measure of value relevance is based on 

return model as suggested by Easton and Harris, 

(1991). In this model, share return is regressed on 

both earnings per share and change in earnings per 

share. The reason of applying return model for 

examining the value relevance of earnings is the 
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extensive use in the literature such as Barth et al. 

(2008), Loftus and Sin (1997), Warfield and Wild 

(1992), Warfield et al. (1995) The formal model is 

given below for performing a multivariate regression 

analysis based on the return model: 

                                      
                   

                   
                      
           
                                                          ( ) 

Where R= returns three months after the end of year 

t for firm i, EPS= earnings per share for firm i in 

year t,     =change earnings per share for firm i in 

year t-1to t, IFRS= dummy variable and measure as 

“1” for the period of IFRS adoption and “0” 

otherwise, FSIZE= natural logarithm of  total assets 

for firm i at the end of year t, DEBT= long-term 

debt dividing by total assets for firm i at the end of 

year t, GROWTH= percentage change in sales 

revenue for firm i from time t-1 to t, DISSUE= 

percentage change in total liabilities for firm i from 

time t-1 to t, AUTRN= ratio of sales revenue 

divided by total assets at year-end for firm i in year 

t, e= error term. The both coefficients of     and 

  capture the influence of IFRS adoption on the 

value relevance of earnings. 

3.1.2 Timely Loss Recognition 

The second measurement of accounting information 

quality used in this study is timely loss recognition. 

Timely loss recognition is the practice of 

identification of losses timelier as compared to the 

gains in financial statements, and renowned as 

conservatism (Basu, 1997; Ball et al., 2000; 2003). 

Timely recognition of losses is measured using the 

model given by Basu (1997). To test the influence of 

the IFRS, a formal model is given below for 

performing a multivariate a regression analysis: 

                                        

                            
                            
                        
           
                                                              ( ) 

Where, E=earnings per share scaled by the 

beginning of period share price, R= return rate 

(return three months after financial year end), D= 

dummy variable equal “1”  for negative return and 

“0” otherwise, R*D= interaction between return and 

dummy variable, IFRS= dummy variable “1” for the 

period of IFRS adoption and “0” otherwise, FSIZE= 

natural logarithm of  total assets for firm i at the end 

of year t, DEBT= long-term debt dividing by total 

assets for firm i at the end of year t, GROWTH= 

percentage change in sales revenue for firm i from 

time t to t-1-, DISSUE= percentage change in total 

liabilities for firm i from time t-1 to t, AUTRN= 

ratio of sales revenue divided by total assets at year-

end for firm i in year t, e= error term. To capture 

more timely loss recognition in IFRS period    

should be positive and significant. 

3.1.3 Earnings Persistence 

The third measure is earnings persistence. This 

study used earnings persistence because more 

persistent earnings show more sustainable earnings 

or cash flow, that will result in better input for the 

valuation models (Dechow et al., 2010). Like 

previous research (e.g., Sloan, 1996; Francis, 

LaFond, Olsson, and Schipper, 2004), earnings 

persistence is measured by regressing year-ahead 

earnings on current year earnings. To investigate the 

influence of the IFRS adoption, we include IFRS a 

formal model is given below for performing a 

multivariate a regression analysis: 

                                    
                        
                      
                                        ( ) 

Where         = earnings before interest and tax 

for firm i in year     scaled by total assets, 

      = earnings before interest and tax for firm i in 

year   scaled by total assets, IFRS= dummy variable 

and measure as “1” for the period of IFRS adoption 

and “0” otherwise, FSIZE= natural logarithm of  

total assets for firm i at the end of year t, DEBT= 

long-term debt dividing by total assets for firm i at 

the end of year t, GROWTH= percentage change in 

sales revenue for firm i from time t-1 to t, DISSUE= 

percentage change in total liabilities for firm i from 
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time t-1 to t, AUTRN= ratio of sales revenue 

divided by total assets at year-end for firm i in year 

t, e= error term. We are interested in    which is the 

impact IFRS adoption on earnings persistence, we 

expect    to be significantly positive. 

3.1.4 Earnings Management     

The final accounting information quality measure of 

the study is earnings management. Earnings 

management can be measured as accruals quality 

and earnings smoothing, the present study adopted 

accruals quality that is measured as earnings before 

extraordinary items minus cash flows from 

operating activities (Barth et al., 2008; Dechow & 

Dichev, 2002) or from present accruals in the 

statement of financial position (Ball & Shivakumar, 

2006; Dechow & Dichev, 2002; Francis et al., 

2004;). Therefore, earnings management in the 

present study is measured through Dechow and 

Dichev’s (2002) model due to the non-uniformity of 

measures of working capital as reported under both 

IFRS and U.S GAAP (ISAB, 2008). Accruals 

quality is quantified as the standard deviations of 

residuals from the following time series estimation 

(Dechow & Dichev, 2002): 

                                    
                                                        ( ) 

Where    = change in working capital of firm i at 

year t scaled by average total assets,        = cash 

flow from operations of firm i in year t-1 scaled by 

average total assets,      =cash flow from 

operations of firm i in year scaled by average total 

assets t,        = cash flow from operations of firm 

i in year t+1 scaled by average total assets. A higher 

standard deviation of residuals from time series 

estimation equation 5 suggests lower accruals 

quality. 

                                 
                      
          
                                                          ( ) 

Where AQ: Accruals quality for firm i at year t, 

IFRS= dummy variable and measure as “1” for the 

period of IFRS adoption and “0” otherwise, FSIZE= 

natural logarithm of total assets for firm i at the end 

of year t, DEBT= long-term debt dividing by total 

assets for firm i at the end of year t, GROWTH= 

percentage change in sales revenue for firm i from 

time t-1 to t, DISSUE= percentage change in total 

liabilities for firm i from time t-1 to t, AUTRN= 

ratio of sales revenue divided by total assets at year-

end for firm i in year t; e= error term. A negative 

and significant    in equation 6 indicates lower 

earnings management after mandatory IFRS 

adoption. 

3.2 Sample Selection 

The sample of the study is based on fifteen years 

(2001-2015), that was collected via annual reports of 

the listed industrial and service sector companies on 

the Amman Stock Exchange (ASE). Given the 

limitation of gathering data, this study examined 

three years from 2001-2003 as pre-adoption and 

eleven years (2004-2015) as post-adoption of IFRS 

period. Ernstberger, Stichand and Vogler, 2012 

suggest that a large number of years to be analyzed 

under the IFRS regime is important because 

companies need more times to understand and 

implement IFRS. Unbalanced panel data is used due 

to the non-availability of data for some companies. 

The sample consists of 180 companies listed in first, 

second and third markets in ASE making 1941 firms 

years’ observations. As this study used unbalance 

panel data, therefore, the number of observations 

will be different for each regression model.  

3.3 Multivariate Regression Analysis 

In performing ordinary least square (OLS), the 

researcher should ensure that OLS assumptions are 

not violated to devoid OLS estimators of bias. The 

assumptions underlying the application of OLS as 

explicated by Wooldridge (2013), that are normality, 

multicollinearity, autocorrelation or serial 

correlation and heteroskedasticity. The series of 

diagnostic tests are performed signified that there is 

non-violation of all assumption of OLS except 

heteroskedasticity while the assumption regarding 

autocorrelation or serial correlation is partially 

violated. The result of the Hausman test for 

accounting information quality models is significant 

(p<0.05) for all models. The result suggests that 

there is a significant difference between the 

coefficients of the random effects and the fixed 
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effects models. Thus, the fixed effects regressions 

were adopted for the accounting information quality 

models. Due to the presence of group-wise 

heteroskedasticity, Driscoll and Kraay’s SEs with 

fixed effects regressions is finally used, that is 

robust to group-wise heteroscedasticity and 

autocorrelation because fixed effects regression 

model alone cannot deal with group-wise 

heteroskedasticity (Hoechle 2007).   

3.3.1 Descriptive Analysis 

Table 1 below provides the classification of the 

sample by sector. The industry sector is based on 

106 firms representing 59%. Meanwhile, the service 

sector is based on 74 firms which represent 41% of 

the sample of the study. This signified that the 

industry sector is the dominating sector of the study 

sample. Table 2 shows the univariate comparison 

between variables, pre and post-IFRS reporting 

samples. The sample is categorized into the 

subsamples for univariate analysis, where pre-IFRS 

represents (n=368) and post-IFRS (n=1573). The 

value of T-test statistics for the mean and the 

Wilcoxon-Mann Whitney statistics for the median is 

used to determine the decision on the significant 

statistical difference between the pre and post-IFRS 

observations.  

Table1: Industry Classification for Sample by Sectors 

Sector Number % 

Industry 106 59 

Service 74 41% 

Total 180 100 

Table 2 shows a comparison between pre and post-

IFRS. The mean (median) share price (P) before 

adoption IFRS is 1.6144 (1.0000) while after IFRS 

adoption are 2.2751(1.6700). Both mean, and 

median were significantly different as showed by T-

test and Wilcoxon Mann Whitney test between pre 

and post-samples (p- values<0.01). The results for 

the mean(median) earnings per share (EPS) were 

before IFRS adoption 0.0550 (0.0100) while after 

IFRS the mean(median) were 0.0573(0.0400). The 

results show the mean and median are not significant 

according to T-test and Wilcoxon Mann Whitney 

test. Similarly, the mean (median) of book value of 

equity (BVPS) before IFRS were 1.3685(1.1150) 

while after IFRS were 1.4084(1.2000). While the 

mean (BVPS) is insignificantly different according 

to T-test, the median was significant as shown by 

Wilcoxon Mann Whitney test (p-values<0.05). 

Furthermore, the mean (median) of return (R) in pre-

IFRS period are 0.1920 (0.0747) and post-IFRS are 

0.0112 (-0.0254). The results for the mean (median) 

are significant as per T-test and Wilcoxon Mann 

Whitney test (p-values<0.01). The mean (median) of 

change in earning per share(ΔEPS) is 0.0025 

(0.0100) in the pre-IFRS period while after IFRS are 

-0.0010 (0.0000). The mean (median) is not 

significant as per T-test and Wilcoxon Mann 

Whitney test. Meanwhile, the mean (median) of 

earnings per share scaled by the share price at 

beginning the period (EPS/P) was -0.0012 (0.0434) 

before IFRS period while after IFRS are -.0112 

(0.0250). The result of the mean is insignificant as 

revealed by T-test, but in the case of the median, the 

results are significantly different (p-value<0.01). 

The mean (median) of the interaction between return 

and dummy variable (RD) are -0.0387(0.0000) in 

pre-IFRS and in post-IFRS are -0.1047(0.0000). 

According to T-test and Wilcoxon Mann Whitney 

test, there is a significant difference between per and 

post-IFRS for the mean (median). The mean 

(median) of one year ahead earnings before interest 

and taxes were (EBITt+1) 0.0430 (0.0278) in IFRS 

and post-IFRS are 0.0334 (0.0317). The results 

suggest that the mean is significantly different (p-

values<0.10) but the median is not significant. The 

mean(median) current earnings before interest and 

taxes (EBIT) were 0.0287(0.0225) in pre-IFRS and 

0.0309(0.0351). Both mean, and median are 

insignificant as per T-test and Wilcoxon Mann 

Whitney test. Similarly, the mean (median) of 

Accruals quality (AQ) before IFRS were 0.0085 

(0.0263) and post-IFRS 0.0170 (0.0119). The results 

for mean and median are not significant as shown by 

T-test and Wilcoxon Mann Whitney test. With 

respect to control variables, the mean (median) of 

firm size (Fsize) in pre-IFRS are 7.0018 (6.9502) 
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and post-IFRS are 7.2776 (7.2727). The results 

show there is a significant difference between per 

and post-IFRS according to T-test and Wilcoxon 

Mann Whitney test. Contrary to (Fsize), the mean 

(median) of DEBT are 0.0580 (0.0000) in pre-IFRS 

adoption period and 0.0510(0.0000) in post IFRS. 

The T-test and Wilcoxon Mann Whitney test 

showed that there is an insignificant difference 

between mean and median. Similarly, the mean 

(median) of GROWTH are 0.0794 (0.0250) in pre-

IFRS and 0.0658 (0.0459) in post-IFRS. The results 

revealed that there is no significant difference 

between per and post-IFRS as per T-test and 

Wilcoxon Mann Whitney test. The mean (median) 

of DISSUE before-IFRS are 0.1135 (0.0148) and 

0.1521(0.0423) after- IFRS adoption. The results 

show that there is a significant difference in median 

(p-values<0.10) but in case of mean there is the 

insignificant difference between per and post- IFRS 

as per T-test and Wilcoxon Mann Whitney test. 

Lastly, the mean (median) of ATURN are 0.4359 

(0.3871) in pre-IFRS and 0.4843 (0.4491) in the 

post-IFRS. The results show that there is a 

significant difference between per and post-IFRS 

according to T-test and Wilcoxon Mann Whitney 

test.

Table 2: Descriptive Univariate Comparison Between Pre and Post-IFRS 

 Pre IFRS (n = 368)  Post IFRS (n=1573)  Wilcoxon/Mann-Whitney 

test p-value      Mean    Median          Mean  Median t-test          

P-value 

P  1.6144 1.0000  2.2751 1.6700 0.0000 0.0000 

EPS 0.0550 0.0100  0.0573 0.0400 0.8428 0.2375 

BVPS 1.3685 1.1150  1.4084 1.2000 0.4189 0.0299 

R 0.1920 0.0747  0.0112 -0.0254 0.0000 0.0000 

ΔEPS 0.0025 0.0100  -0.0010 0.0000 0.6771 0.3326 

EPS/P -0.0012 0.0434  -0.0112 0.0250 0.2699 0.0058 

RD -0.0387 0.0000  -0.1047 0.0000 0.0000 0.0000 

EBITt+1 0.0430 0.0278  0.0334 0.0317 0.0662 0.2629 

EBIT 0.0287 0.0225  0.0309 0.0351 0.6613 0.2429 

AQ 0.0085 0.0263  0.0170 0.0119 0.7242 0.7987 

Fsize 7.0018 6.9502  7.2776 7.2727 0.0000 0.0000 

DEBT 0.0580 0.0000  0.0510 0.0000 0.1438 0.5177 

GROWTH 0.0794 0.0250  0.0658 0.0459 0.5351 0.7274 

DISSUE 0.1135 0.0148  0.1521 0.0423 0.1793 0.0878 

ATURN 0.4359 0.3871  0.4843 0.4491 0.0157 0.0194 

 D  0.2993 0.0000  0.5293 1.0000 0.0000 0.0000 

 IFRS 0.0000 0.0000  1.0000 1.0000 0.0000 0.0000 

Note: P:share price three months after financial year 

end, EPS: earnings per share, BVPS: book value of 

equity per Share, R: return three months after 

financial year end, EPS/P: earnings per share scaled 

by share price at the beginning of year, RD: the 

interaction between return three month after 

financial year end and dummy variable equal 1 in 

negative return case and 0 otherwise, ΔEPS: change 

in earnings per share from time t to time t-1, EBIT: 

current year earnings before interest and taxes scaled 

by average total assets, EBITt+1: one-year-ahead 

earnings before interest and taxes scaled by average 

total assets, AQ: Accruals quality for firm i at year t 

and measure as standards deviation of residuals, 

Fsize: firms size measure as natural logarithm of 

total assets, DEBT: long-term debt to total assets 

ratio, GROWTH: represents growth in sales revenue 

and is calculated as percentage change in sales 

revenues from time t to time t-1, DISSUE  

represents debt issue calculated as percentage 

change in total liabilities, ATURN: Represents 

assets turnover and is calculated as sales revenue 

divided by total assets. Excluded Size and dummy 

variables, this study winsor the rest of variables at a 
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5% level (Barth et al., 2006; Atwood et al.,2011). T-

Test shows the significant change in the meanwhile 

Wilcoxon/Mann-Whitney test shows the significant 

change in the median. 

4.0 Result and Discussion 

Table 3: Regression Results for Value Relevance (Price Model) 

  Coeff. t-test p-value 

EPS  0.798 1.16 0.265 

BVPS  0.785 4.97 0.000 

IFRS  0.478 4.59 0.000 

EPSIFRS  0.761 0.89 0.391 

BVPSIFRS  0.124 1.53 0.149 

Fsize  0.035 0.12 0.906 

Debt  -1.412 -3.74 0.002 

Growth  -0.233 -1.85 0.085 

Dissue  0.290 4.01 0.001 

Aturn  0.498 2.64 0.019 

Cons  -0.016 -0.01 0.994 

R
2 

0.297    

Number of observations  1551    

Note: EPS: earnings per share, BVPS: book value of equity per share, IFRS: dummy variable and 

measured as “1” for the period of IFRS adoption and “0” otherwise, Fsize:  Natural logarithm of total 

assets, DEBT: long-term debt to total assets ratio, GROWTH: represents growth in sales revenue and is 

calculated as percentage change in sales revenues from time t to time t-1, DISSUE represents debt issue 

calculated as percentage change in total liabilities, ATURN: Represents assets turnover and is calculated 

as sales revenue divided by total assets at year-end. 

The result in Table 3 shows that the relationship 

between EPS and share price is positive but 

insignificant (β = 0.798; P>0.10) and BVPS is 

positive and significant (β = 0.785; P< 0.01).  The 

interaction effect between IFRS adoption and EPS is 

positive and insignificant EPSIFRS (β=0.761; P> 

0.10), IFRS adoption and BVPS is also positive and 

insignificant BVPSIFRS (β=0.124; P>0.10). The 

results indicate that there is no difference between 

the value relevance of earnings pre and post-

adoption of IFRS. Whereas, the value relevance of 

book value has reduced after the mandatory 

adoption of IFRS in Jordanian firms. Therefore, 

these results fail to support hypothesis 1. These 

results are in line with the findings of studies in 

developing and developed countries. For, example, 

Devalle (2010) claimed that the  

adoption of IFRS in the European countries doesn’t 

improve the value relevance of book value of equity. 

The author attributed this to the adoption of fair 

value accounting as compared to the historical cost 

accounting that resulted in the loss of the value 

relevance of the book value.  Dass (2014) stated 

that, in the context of Jordan, accounting 

information quality has deteriorated over time after 

the IFRS adoption. The author attributed this to the 

strong institutional framework in Jordan is 

compensating for higher-quality accounting 

standards and IFRS are not better than to domestic 

accounting regulations. Similar findings were 

reported by Khanagha (2013), who found that there 

was a decrease in the value relevance of accounting 

information in the United Arab Emirates firms after 

the IFRS adoption 

Table 4: Regression Results for Value Relevance (Return Model) 

                     Coeff. t-test p-value 

EPS   0.692 5.10 0.000 

ΔEPS  0.168 2.24 0.042 

IFRS   -0.096 -1.56 0.141 
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EPSIFRS   -0.126 -0.84 0.417 

ΔEPSIFRS  0.269 1.87 0.083 

Fsize   -0.304 -5.33 0.000 

Debt  0.202 1.11 0.284 

Growth  0.089 3.05 0.009 

Dissue   -0.006 -0.55 0.590 

Aturn   -0.064 -0.97 0.347 

Cons                    2.317 4.85 0.000 

R
2 

0.174    

Number of 

observations 

1534       

Note: EPS: earnings per share, ΔEPS: change in earnings per share from time t to time t-1, IFRS: dummy 

variable and measured as “1” for the period of IFRS adoption and “0” otherwise, Fsize: firms size 

measure as natural logarithm of total assets, DEBT: long-term debt to total assets ratio, GROWTH: 

represents growth in sales revenue and is calculated as percentage change in sales revenues from time t to 

time t-1, DISSUE: represents debt issue calculated as percentage change in total liabilities, ATURN: 

Represents assets turnover and is calculated as sales revenue divided by total assets at year-end. 

Value relevance (return model) in Table 4 shows 

that EPS is positive and significant (β = 0.692; 

P<0.01), whereas, the interaction between IFRS 

adoption and EPS is negative but insignificant 

(EPSIFRS=β = -0.126; P 0>.10). ΔEPS is positive 

and significant (β = 0.168; P<0.05) and whereas, the 

interaction between IFRS adoption and ΔEPS is also 

positive and significant (β = 0.269; P<.10). These 

results indicate that value relevance of earnings 

based on return model is not significantly lower after 

the adoption of IFRS in Jordanian firms. Whereas, 

earnings change is significant in the pre and post-

adoption of IFRS. Therefore, hypothesis 2 is 

accepted. This result is consistent with many studies. 

For example, Khanagha (2013) found that there was 

an improvement in the value relevance of 

accounting information in the IFRS period for 

Bahrain and Saudi Arabia listed firms. Devalle 

(2010) claimed that IFRS resulted in improved value 

relevance of earnings in many European countries. 

In Jordan, Saaydah (2012) claimed that earnings are 

a better predictor in industrial firm’s value after 

IFRS adoption. The results are different from the 

value relevance price model because EPS is 

insignificant pre and post-IFRS adoption in the price 

model.  Devalle (2010) argued that the difference 

between the two models is because the return model 

does not consider the influence of book value on 

stock returns but only considers the effect of 

earnings and earnings change. 

Table 5: Regression Results for Timely Loss Recognition  

   Coeff. t-test p-value 

R   0.024 2.36 0.033 

D  -0.014 -2.05 0.059 

RD  0.155 4.14 0.001 

IFRS   -0.070 -5.09 0.000 

RIFRS   0.039 1.99 0.066 

DIFRS  0.026 2.94 0.011 

RDIFRS  -0.115 -2.23 0.042 

Fsize   0.123 6.99 0.000 

Debt  -0.424 -6.90 0.000 

Growth  0.047 4.73 0.000 

Dissue   0.008 1.60 0.132 

Aturn   0.073 4.16 0.001 

Cons   -0.868 -7.40 0.000 
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R
2 

0.226    

Number of 

observations 

     1534       

Note: R: Return three months after financial year end, D: dummy variable equal “1” in negative return 

case and “0” otherwise, RD: the interaction between return three month after financial year end and 

dummy variable equal “1” in negative return case and “0” otherwise, IFRS: dummy variable and 

measured as “1” for the period of IFRS adoption and “0” otherwise; Fsize: firms size measure as natural 

logarithm of total assets, DEBT: long-term debt to total assets ratio, GROWTH: represents growth in 

sales revenue and is calculated as percentage change in sales revenues from time t to time t-1, DISSUE  

represents debt issue calculated as percentage change in total liabilities, ATURN: Represents assets 

turnover and is calculated as sales revenue divided by total assets at year-end. 

Table 5 shows the results for timely loss recognition. 

The interaction between returns and dummy variable 

found to be positively significant (RD, β=0.155; 

P<0.01), while after IFRS adoption the interaction 

between RD and IFRS is negative and significant 

(RDIFRS, β=-0.115; P<0.05). This negative 

moderation indicates that timely loss recognition is 

lower after-IFRS adoption in Jordan. The results fail 

to support the hypothesis 3. This result is in line 

with a study in Jordan, Daas (2014), who found that 

timely loss recognition is significantly lower in 

IFRS period. This finding is also consistent with 

other studies (e.g., sun et al., 2011; Chen et al., 

2010; Lin, 2012, Hung and Subramanyam, 2007). 

However, the negative and significant impact of 

IFRS adoption could be driven by the fact that 

several industrial companies in Jordan now adopted 

IFRS and, low compliance and expertise in 

implementing the IFRS could result to the negative 

impact of the adoption of IFRS on the timely loss 

recognition. 

Table 6: Regression Results for Earnings Persistence 

                     Coeff. t-test p-value 

EBIT   0.064 0.60 0.555 

IFRS   -0.009 -0.77 0.457 

EBITIFRS   0.390 4.16 0.001 

Fsize   -0.155 -3.41 0.004 

Debt  0.035 0.77 0.454 

Growth  0.006 0.56 0.584 

Dissue   0.018 3.03 0.009 

Aturn   0.039 1.34 0.202 

Cons                    1.140 3.54 0.003 

R
2 

0.070    

Number of 

observations 

1754       

Note: EBIT: current year earnings before interest and taxes scaled by average total assets, IFRS: dummy 

variable and measured as “1” for the period of IFRS adoption and “0” otherwise, Fsize: firms size 

measure as natural logarithm of total assets, DEBT: long-term debt to total assets ratio, GROWTH: 

represents growth in sales revenue and is calculated as percentage change in sales revenues from time t to 

time t-1, DISSUE  represents debt issue calculated as percentage change in total liabilities, ATURN: 

Represents assets turnover and is calculated as sales revenue divided by total assets at year-end. 

Table 6 above shows the results for earnings 

persistence. Earnings before interest and tax (EBIT) 

was found to be positive and insignificant (β=0.064; 

P>0.10), while after the adoption of IFRS, the 

interaction between EBIT and IFRS is found 

positive and significant  

(EBITIFRS, β = 0.390; P<0.01). The results indicate 

that earnings persistence is higher after IFRS 

adoption in Jordan. The results support for 

hypothesis 4. This result is in line with a previous 

study (Gassen & Sellhorn, 2006). 
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Table 7: Regression Results for Earnings Management 

                     Coeff. t-test p-value 

IFRS   -0.027 -1.21 0.245 

Fsize   0.035 0.82 0.427 

Debt  0.552 3.69 0.002 

Growth  0.234 9.01 0.000 

Dissue   -0.073 -2.96 0.010 

Aturn   -0.023 -0.37 0.716 

Cons                    -0.247 -0.78 0.449 

R
2 

0.043    

Number of 

observations 

1753       

Note: IFRS: dummy variable and measured as “1” for the period of IFRS adoption and “0” otherwise, 

Fsize: firms size measure as natural logarithm of total assets, DEBT: long-term debt to total assets ratio, 

GROWTH: represents growth in sales revenue and is calculated as percentage change in sales revenues 

from time t to time t-1, DISSUE  represents debt issue calculated as percentage change in total liabilities, 

ATURN: Represents assets turnover and is calculated as sales revenue divided by total assets at year-end. 

Table 7 above shows the results for earnings 

management. The results show that influence of 

IFRS on the earning management is found to be 

negative and insignificant (β=-0.027; P>0.10) which 

indicate that earnings management is not lower after 

adoption IFRS in Jordanian firms. This result is in 

line with Dass (2014) in Jordan who found that 

earnings management is increased under the IFRS 

regime. Another reason is that some researchers 

such as Ball et al. (2003), Christensen et al. (2007), 

and Paananen and Lin (2009) believe that adoption 

of IFRS is might be a necessary action but not a 

sufficient one to improve accounting information 

quality, but other factors such as the country’s 

institutional setting and the firms’ incentives may 

also play an important role in determining 

accounting information quality (Ball et al., 2003; 

Christensen et al., 2015). Moreover, managers may 

use the accounting policies that favours them under 

IFRS to report financial result that ultimately results 

in the higher earning management practices as 

compared to pre-IFRS period. 

4.1 Robustness Check 

This section provides the robustness check for the 

main findings. The Breuch-Pagan/ Cook-Weisberg 

test for heteroskedasticity is used to test the presence 

of heteroskedasticity for all models. In addition, 

Wooldridge test for autocorrelation shows that 

models 1,3 and 4 have autocorrelation. Also, the 

Hausman test suggests that the fixed effect method 

is more suitable for multivariate regression for all 

models. This study adopts the cluster standards 

errors method to deal with the serial correlation and 

heteroskedasticity issue in the fixed effect regression 

on the panel data. The results are presented below in 

Tables 8-12. As shown in Tables 8-12, the results 

are statistically same that provide robust evidence 

for the main results based on the Discroll- Kaary 

fixed effect regression.  

Table 8: Regression Results for Value Relevance (Price Model) 

                     Coeff. t-test p-value 

EPS   0.798 1.01 0.315 

BVPS   0.785 2.65 0.009 

IFRS   0.478 1.93 0.055 

EPSIFRS   0.761 0.97 0.333 

BVPSIFRS  0.124 0.59 0.558 

Fsize   0.035 0.10 0.919 

Debt  -1.412 -1.54 0.126 

Growth  -0.233 -1.98 0.050 
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Dissue   0.290 3.71 0.000 

Aturn   0.498 1.96 0.052 

Cons                    -0.016 -0.01 0.994 

R
2 

     0.297    

Number of 

observations 

     1551       

Note: EPS: earnings per share, BVPS: book value of equity per share, IFRS: dummy variable and 

measured as “1” for the period of IFRS adoption and “0” otherwise, Fsize: firms size measure as natural 

logarithm of total assets, DEBT: long-term debt to total assets ratio, GROWTH: represents growth in 

sales revenue and is calculated as percentage change in sales revenues from time t to time t-1, DISSUE 

represents debt issue calculated as percentage change in total liabilities, ATURN: Represents assets 

turnover and is calculated as sales revenue divided by total assets at year-end. 

Table 9: Regression Results for Value Relevance (Return Model) 

                     Coeff. t-test p-value 

EPS   0.692 5.65 0.000 

ΔEPS  0.168 1.92 0.040 

IFRS   -0.096 -3.10 0.002 

EPSIFRS   -0.126 -1.00 0.316 

ΔEPSIFRS  0.257 1.73 0.090 

Fsize   -0.304 -4.99 0.000 

Debt  0.202 1.11 0.268 

Growth  0.089 2.15 0.034 

Dissue   -0.006 -0.35 0.728 

Aturn   -0.064 -1.09 0.277 

Cons                    2.317 5.24 0.000 

R
2 

0.174    

Number of 

observations 

1534      

Note: EPS: earnings per share, ΔEPS: change in earnings per share from time t to time t-1, IFRS: dummy 

variable and measured as “1” for the period of IFRS adoption and “0” otherwise, Fsize: firms size 

measure as natural logarithm of total assets, DEBT: long-term debt to total assets ratio, GROWTH: 

represents growth in sales revenue and is calculated as percentage change in sales revenues from time t to 

time t-1, DISSUE: represents debt issue calculated as percentage change in total liabilities, ATURN: 

Represents assets turnover and is calculated as sales revenue divided by total assets at year-end. 

 

Table 10: Regression Results for Timely Loss Recognition  

                     Coeff. t-test p-value 

R   0.024 0.75 0.455 

D  -0.014 -0.66 0.508 

RD  0.155 3.89 0.001 

IFRS   -0.070 -3.92 0.000 

RIFRS   0.039 1.05 0.294 

DIFRS  0.026 1.07 0.285 

RDIFRS  -0.028 -2.21 0.032 

Fsize   0.123 4.63 0.000 

Debt  -0.424 -5.28 0.000 

Growth  0.047 3.87 0.000 

Dissue   0.008 1.51 0.133 
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Aturn   0.073 2.17 0.031 

Cons                    -0.868 -4.47 0.000 

R
2 

0.226    

Number of observations 1534       

Note: R: Return three months after financial year end, D: dummy variable equal “1” in negative return case and “0” 

otherwise, RD: the interaction between return three months after financial year end and dummy variable equal “1” 
in negative return case and “0” otherwise, IFRS: dummy variable and measured as “1” for the period of IFRS 

adoption and “0” otherwise; Fsize: firms size measure as natural logarithm of total assets, DEBT: long-term debt to 

total assets ratio, GROWTH: represents growth in sales revenue and is calculated as percentage change in sales 
revenues from time t to time t-1, DISSUE  represents debt issue calculated as percentage change in total liabilities, 

ATURN: Represents assets turnover and is calculated as sales revenue divided by total assets at year-end. 

Table 11: Regression Results for Earnings Persistence   

                     Coeff. t-test p-value 

EBIT   0.064 0.60 0.365 

IFRS   -0.009 -0.76 0.447 

EBITIFRS   0.390 4.41 0.000 

Fsize   -0.155 -3.42 0.001 

Debt  0.035 0.66 0.508 

Growth  0.006 0.46 0.649 

Dissue   0.018 1.85 0.066 

Aturn   0.039 1.33 0.187 

Cons                    1.140 3.62 0.000 

R
2 

0.070    

Number of 

observations 

1754       

Note: EBIT: current year earnings before interest and taxes scaled by average total assets, IFRS: dummy variable 
and measured as “1” for the period of IFRS adoption and “0” otherwise, Fsize: firms size measure as natural 

logarithm of total assets, DEBT: long-term debt to total assets ratio, GROWTH: represents growth in sales 

revenue and is calculated as percentage change in sales revenues from time t to time t-1, DISSUE  represents debt 
issue calculated as percentage change in total liabilities, ATURN: Represents assets turnover and is calculated as 

sales revenue divided by total assets at year-end. 
 

Table 12: Regression Results for Earnings Management 

                     Coeff. t-test p-value 

IFRS   -0.027 -1.15 0.251 

Fsize   0.035 0.55 0.582 

Debt  0.552 3.13 0.002 

Growth  0.234 6.28 0.000 

Dissue   -0.073 -2.27 0.025 

Aturn   -0.023 -0.37 0.712 

Cons                    -0.247 -0.53 0.596 

R
2 

0.043    

Number of observations 1753       

Note: IFRS: dummy variable and measured as “1” for the period of IFRS adoption and “0” otherwise, Fsize: firms 

size measure as natural logarithm of total assets, DEBT: long-term debt to total assets ratio, GROWTH: represents 

growth in sales revenue and is calculated as percentage change in sales revenues from time t to time t-1, DISSUE  

represents debt issue calculated as percentage change in total liabilities, ATURN: Represents assets turnover and is 
calculated as sales revenue divided by total assets at year-end. 
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5.0 Conclusion  

This study examines the effects of mandatory 

IFRS adoption on accounting information quality 

in Jordanian industrial and service listed firms pre 

and post-IFRS adoption. The study used several 

proxies for accounting information quality (value 

relevance, timely loss recognition, earnings 

persistence and earnings management). The 

findings show that there is no change in the value 

relevance of earnings pre and post-IFRS adoption 

based on the price model, whereas value relevance 

of book value of equity has reduced after the IFRS 

adoption. The earnings are more value relevant as 

per the return model after the IFRS adoption. 

Timely loss recognition is significantly lower after 

the adoption of IFRS. Earning persistence is 

increased after the IFRS adoption and finally, 

earnings management is also higher for the 

Jordanian firms after the adoption of IFRS.  

Overall, it can be concluded that the accounting 

information quality is reduced in most of the 

respect after the adoption IFRS in Jordan. These 

findings imply that IFRSs may not be optimal 

because it caused a decrease in the quality of 

financial reporting in Jordanian companies 

because maybe it is still difficult for the manages 

to understand the application of IFRS and lacking 

the required expertise to implement it properly. 

Therefore, investors also perceive that the 

adoption of IFRS is a negative step and resulting 

in the decreased quality of accounting information 

of market-based measure such as value relevance.  

This study has several practical implications, 

limitations and directions for future research. 

First, the Jordanian regulators should provide 

training to managers in the firms to understand 

and implement the IFRS properly. Awareness 

should be created for the investor regarding the 

understanding the financial reports under IFRS. 

Implementation guidance for standard setting 

needs to establish for companies and investors. 

The results may be generalised to other countries 

with similar economic, institutional, and 

accounting environments but may not generalised 

to all developing countries. The future researches 

may extend their research into other developing 

countries to see whether these results hold in 

practise in other countries. Future studies may 

also focus on comparative studies between 

developing and developed countries with respect 

to the application of IFRS. 

References 

1. Abu Risheh, K. E., & Al-Saeed, M. T. A. 

(2014). The impact of IFRS adoption on audit    

fees: Evidence from Jordan. Accounting & 

Management Information Systems/    

Contabilitate si Informatica de 

Gestiune, 13(3), 35-54. 

2. Aharony, J., R. Barniv, and H. Falk. (2010). 

The impact of mandatory IFRS adoption on 

equity valuation of accounting numbers for 

security investors in the EU. The European 

Accounting Review, 19 (3), 535-578. 

3. Ahmed, A. S., Neel, M., & Wang, D. (2013). 

Does mandatory adoption of IFRS improve 

accounting quality? Preliminary 

evidence. Contemporary Accounting 

Research, 30(4), 1344-1372. 

4. Al-Khadash, H. A., & Abdullatif, M. (2010). 

Consequences of Fair Value Accounting  for 

Financial Instruments in the Developing 

Countries: The Case of the Banking Sector in 

Jordan. Jordan journal of business 

administration,5(4), 92-104. 

5. Al, A. S. S., & Abulaila, M. D. (2016) The 

impact of IFRS application on asymmetry 

accounting information and quality of 

earnings. European Journal of Accounting, 

Auditing and Finance Research, 4(7), 51- 83 

6. Atwood, T. J., Drake, M. S., Myers, J. N., & 

Myers, L. A. (2011). Do earnings reported 

under IFRS tell us more about future earnings 

and cash flows? Journal of  Accounting 

and Public Policy, 30(2), 103-121. 

7. Ball, R. (2006). International Financial 

Reporting Standards (IFRS): Pros and cons for 

investors. Accounting znd Business 

Research, 36(sup1), 5-27. 

8. Ball, R., & Brown, P. (1968). An empirical 

evaluation of accounting income 



Fayis Mahmoud Alshyoukh et al / The Effects of Mandatory IFRS Adoption on Accounting Information 

Quality: Empirical Evidence from Jordan 

SSHJ - VOL-03, ISSUE-07, 2019             Page no. 1395-1415                                                     Page 1412 

numbers. Journal of Accounting Research, 

159-178. 

9. Ball, R., & Shivakumar, L. (2005). Earnings 

quality in UK private firms: Comparative loss 

recognition timeliness. Journal of Accounting 

and Economics, 39(1), 83-128. 

10. Ball, R., & Shivakumar, L. (2006). The role of 

accruals in asymmetrically timely gain  and 

loss recognition. Journal of Accounting 

Research, 44(2), 207-242. 

11. Ball, R., Robin, A., & Wu, J. S. (2003). 

Incentives versus standards: properties of 

accounting income in four East Asian 

countries. Journal 0f Accounting and 

Economics, 36(1), 235-270. 

12. Barth, M. E., Landsman, W. R., & Lang, M. 

H. (2008). International accounting standards 

and accounting quality. Journal of Accounting 

Research, 46(3), 467-498. 

13. Bartov, E., Goldberg, S. R., & Kim, M. 

(2005). Comparative value relevance among 

German, US, and international accounting 

standards: A German stock market 

perspective. Journal of Accounting, Auditing 

& Finance, 20(2), 95-119. 

14. Basu, S. (1997). The conservatism principle 

and the asymmetric timeliness of 

earnings. Journal of Accounting and 

Economics, 24(1), 3-37. 

15. Bergstresser, D., & Philippon, T. (2006). CEO 

incentives and earnings management. Journal 

of Financial Economics, 80(3), 511-529. 

16. Brüggemann, U., Hitz, J. M., & Sellhorn, T. 

(2013). Intended and unintended 

 consequences of mandatory IFRS 

adoption: A review of extant evidence and 

suggestions for future research. European 

Accounting Review, 22(1), 1-37. 

17. Capkun, V., & Collins, D. W. (2018). The 

effects of IFRS adoption on observed earnings 

smoothness properties: the confounding 

effects of changes in  timely  gain and loss 

recognition. European Accounting Review, 

27(5), 797-815. 

18. Capkun, V., Collins, D., & Jeanjean, T. 

(2016). The effect of IAS/IFRS adoption on 

 earnings management (smoothing): A 

closer look at competing explanations. Journal 

of Accounting and Public Policy, 35(4), 352-

394. 

19. Chen, H., Tang, Q., Jiang, Y., & Lin, Z. 

(2010). The role of international financial 

reporting standards in accounting quality: 

Evidence from the European Union. Journal 

of International Financial Management & 

Accounting, 21(3), 220-278. 

20. Cho, K., Kwon, K. M., Yi, H., & Yun, Y. 

(2015). The Effect of International Financial 

Reporting Standards Adoption on the Relation 

Between Earnings Quality and Information 

Asymmetry in Korea. Emerging Markets 

Finance and Trade, 51(sup3), 95-117. 

21. Christensen, H. B., Lee, E., & Walker, M. 

(2007). Cross-sectional variation in the 

economic consequences of international 

accounting harmonization: The case of 

mandatory IFRS adoption in the UK. The 

International Journal of Accounting, 42(4), 

341-379. 

22. Christensen, H. B., Lee, E., Walker, M., & 

Zeng, C. (2015). Incentives or standards: What      

determines accounting quality changes around 

IFRS adoption? European Accounting 

Review, 24(1), 31-61. 

23. Chua, Y. L., Cheong, C. S., & Gould, G. 

(2012). The impact of mandatory IFRS 

adoption  on accounting quality: Evidence 

from Australia. Journal of International 

Accounting Research, 11(1), 119-146. 

24. Cutillas-Gomariz, M. F., Sánchez-Ballesta, J. 

P., & Yagüe, J. (2016). The effects of IFRS on 

net income and earnings components: value 

relevance, persistence, and predictive 

value. Spanish Journal of Finance and 

Accounting/Revista Española de Financiación 

y Contabilidad, 45(3), 365-388. 

25. Daas, A. (2012). The Impact of IAS vs. IFRS 

(Voluntary) and IFRS (Voluntary) vs. IFRS 

(Mandatory) on Accounting Quality over 

Time: Inferences from Jordan. European 

Journal of Business and Management, 

6(22),194-208. 

26. Daske, H. (2006). Economic Benefits of 

Adopting IFRS or US‐GAAP–Have the 



Fayis Mahmoud Alshyoukh et al / The Effects of Mandatory IFRS Adoption on Accounting Information 

Quality: Empirical Evidence from Jordan 

SSHJ - VOL-03, ISSUE-07, 2019             Page no. 1395-1415                                                     Page 1413 

 Expected Cost of Equity Capital Really 

Decreased? Journal of Business Finance& 

Accounting, 33(3‐4), 329-373. 

27. Dechow, P. M. (1994). Accounting earnings 

and cash flows as measures of firm 

performance: The role of accounting 

accruals. Journal of Accounting and 

Economics, 18(1), 3-42. 

28. Dechow, P. M., & Dichev, I. D. (2002). The 

quality of accruals and earnings: The role of 

accrual estimation errors. The Accounting 

Review, 77(s-1), 35-59. 

29. Dechow, P. M., & Ge, W. (2006). The 

persistence of earnings and cash flows and the 

role  of special items: Implications for 

the accrual anomaly. Review of Accounting 

 Studies, 11(2-3), 253-296. 

30. Dechow, P., Ge, W., & Schrand, C. (2010). 

Understanding earnings quality: A review of 

 the proxies, their determinants and their 

consequences. Journal of Accounting and 

Economics, 50(2), 344-401. 

31. Devalle, A., Onali, E., & Magarini, R. (2010). 

Assessing the value relevance of accounting 

data after the introduction of IFRS in 

Europe. Journal 0f International Financial 

Management & Accounting, 21(2), 85-119. 

32. Doukakis, L. C. (2010). The persistence of 

earnings and earnings components after the 

adoption of IFRS. Managerial 

Finance, 36(11), 969-980. 

33. Easton, P. D., & Harris, T. S. (1991). Earnings 

as an explanatory variable for returns. Journal 

of Accounting Research, 19-36. 

34. El-Gazzar, S. M., & El-Sadek, Z. M. (2001). 

The value relevance of accounting 

 information in thin and emerging capital 

markets: The case of Egypt's equity 

market. International Advances in Economic 

Research, 7(3), 368-368.  

35. Ernstberger, J., Stich, M., & Vogler, O. 

(2012). Economic consequences of accounting 

enforcement reforms: the case of 

Germany. European Accounting 

Review, 21(2), 217-251. 

36. Ewert, R., & Wagenhofer, A. (2010). Earnings 

quality metrics and what they 

 measure. Working Paper, University of 

Graz. 

37. Francis, J., LaFond, R., Olsson, P. M., & 

Schipper, K. (2004). Costs of equity and 

 earnings attributes. The Accounting 

Review, 79(4), 967-1010. 

38. Francis, J., & Schipper, K. (1999). Have 

financial statements lost their relevance? 

Journal of Accounting Research, 37(2), 319-

352. 

39. Gaio, C. (2010). The relative importance of 

firm and country characteristics for earnings 

quality around the world. European 

Accounting Review, 19(4), 693-738. 

40. Gassen, J., Uwe Fülbier, R., & Sellhorn, T. 

(2006). International differences in conditional 

conservatism-The role of unconditional 

conservatism and income 

smoothing. European Accounting 

Review, 15(4), 527-564. 

41. Gordon, E., B. Jorgensen, and C. Linthicum. 

2010. Could IFRS replace U.S. GAAP? A 

comparison of earnings attributes and 

informativeness in the U.S. market. Working 

paper. Available at 

http://www.insead.edu/facultyresearch/areas/a

ccounting/events/documents/CouldIFRSRepla

ceUSGAAP-JORGENSEN.pdf  

42. Hausman, J. A. (1978). Specification tests in 

econometrics. Econometrica: Journal of The 

Econometric Society, 1251-1271. 

43. Hoechle, D. (2007). Robust standard errors for 

panel regressions with cross-sectional 

dependence. Stata Journal, 7(3), 281. 

44. Horton, J., & Serafeim, G. (2010). Market 

reaction to and valuation of IFRS 

reconciliation adjustments: first evidence from 

the UK. Review of Accounting Studies, 15(4), 

725-751. 

45. Hung, M., & Subramanyam, K. R. (2007). 

Financial statement effects of adopting 

international accounting standards: the case of 

Germany. Review of Accounting 

Studies, 12(4), 623-657. 

46. IASB (2009). IFRS Official pronouncements 

as issued at 1 January 2009. London: IASB. 

http://www.insead.edu/facultyresearch/areas/accounting/events/documents/CouldI
http://www.insead.edu/facultyresearch/areas/accounting/events/documents/CouldI


Fayis Mahmoud Alshyoukh et al / The Effects of Mandatory IFRS Adoption on Accounting Information 

Quality: Empirical Evidence from Jordan 

SSHJ - VOL-03, ISSUE-07, 2019             Page no. 1395-1415                                                     Page 1414 

47. IASB (2010). A Guide through International 

Financial Reporting Standards as issued at1 

July 2010. London: IFRS Foundation 

Publications Department. 

48. Kabir, M. H., Laswad, F., & Islam, M. A. 

(2010). Impact of IFRS in New Zealand on 

accounts and earnings quality. Australian 

Accounting Review, 20 (4), 343-357. 

49. Khanagha, J. B. (2013) Accounting Reforms: 

Evidence from Middle Eastern Countries. 

International Journal of Management and 

Humanity Sciences, 2 (4), 250-258. 

50. Karampinis, N., & Hevas, D. (2009). The 

effect of the mandatory application of IFRS on 

the value relevance of accounting data: Some 

evidence from Greece. European Research 

Studies, 12(1), 73-87. 

51. Landsman, W. R., Maydew, E. L., & 

Thornock, J. R. (2012). The information 

content of annual earnings announcements and 

mandatory adoption of IFRS. Journal of 

 Accounting and Economics, 53(1), 34-54. 

52. Lang, M., Raedy, J. S., & Yetman, M. H. 

(2003). How representative are firms that are 

cross‐listed in the United States? An analysis 

of accounting quality. Journal of Accounting 

Research, 41(2), 363-386. 

53. Lang, M., Raedy, J. S., & Wilson, W. (2006). 

Earnings management and cross listing: Are 

reconciled earnings comparable to US 

earnings? Journal of Accounting and 

Economics, 42(1), 255-283. 

54. Leuz, C. (2003). IAS versus US GAAP: 

information asymmetry–based evidence from 

 Germany's new market. Journal of 

Accounting Research, 41(3), 445-472. 

55. Lin, S., Riccardi, W., & Wang, C. (2012). 

Does accounting quality change following a 

switch from US GAAP to IFRS? Evidence 

from Germany. Journal of Accounting  and 

Public Policy, 31(6), 641-657. 

56. Liu, C., L. J. Yao, N. Hu, and L. Liu. 2011. 

The impact of IFRS on accounting quality in a 

regulated market: An empirical study of 

China. Journal of Accounting, Auditing, and 

Finance, 26 (4), 65-76. 

57. Loftus, J. A., & Sin, S. (1997). The role of 

current and non‐current accruals in the relation 

between stock returns and 

earnings. Accounting & Finance, 37(2), 147-

161. 

58. Márquez-Ramos, L. (2011). European 

accounting harmonization: Consequences of 

IFRS  adoption on trade in goods and 

foreign direct investments. Emerging Markets 

Finance and Trade, 47(sup4), 42-57. 

59. Mirza, A., Malek, M., & Abdul Hamid, M. A. 

(2019a). Value relevance of accounting 

information in Malaysian listed firms: Family 

and government ownership concentration’s 

perspective. Paradigms: A Research Journal of 

Commerce, Economics, and Social Sciences, 

12(2), 218-224.  

60. Mirza, A., Malek, M., & Abdul Hamid, M. A. 

(2019b). Value Relevance of Earnings and 

Book Value of Equity: Evidence from 

Malaysia. Global Business Management 

Review, 10(2), 19-40.  

61. Ohlson, J. A. (1995). Earnings, book values, 

and dividends in equity 

valuation. Contemporary Accounting 

Research, 11(2), 661-687. 

62. Paananen, M., & Lin, H. (2009). The 

development of accounting quality of IAS and 

IFRS over time: The case of 

Germany. Journal of International Accounting 

Research, 8(1), 31-55. 

63. Roberts, C. B., Weetman, P., & Gordon, P. 

(2005). International financial reporting: a 

comparative approach. Pearson Education. 

64. Saaydah, M. (2012). IFRS and Accounting 

Information Quality: The Case of 

 Jordan. Journal of Administrative and 

Economics Science, 5(2),55-73. 

65. Scott, W. R. (2009). Financial accounting 

theory (fifth edition). Norwalk USA: Prentice 

Hall.Securities Depository Commission 

(2016). Retrieved 

from:http://www.sdc.com.jo/english/index.php

?option=com_content&task=view&id=29&Ite

mid=62. 

http://www.sdc.com.jo/english/index.php?option=com_content&task=view&id=2
http://www.sdc.com.jo/english/index.php?option=com_content&task=view&id=2


Fayis Mahmoud Alshyoukh et al / The Effects of Mandatory IFRS Adoption on Accounting Information 

Quality: Empirical Evidence from Jordan 

SSHJ - VOL-03, ISSUE-07, 2019             Page no. 1395-1415                                                     Page 1415 

66. Sloan, R. (1996). Do stock prices fully reflect 

information in accruals and cash flows about 

future earnings? (Digest 

summary). Accounting Review,71(3), 289-315. 

67. Soderstrom, N. S., & Sun, K. J. (2007). IFRS 

adoption and accounting quality: A 

review. European Accounting Review, 16(4), 

675-702. 

68. Street, D., and S. Gray. 2001. Observance of 

International Accounting Standards: Factors 

Explaining Non-Compliance. ACCA Research 

Report No. 74. London, U.K.:  ACCA. 

69. Sun, J., Cahan, S. F., & Emanuel, D. (2011). 

How would the mandatory adoption of IFRS 

affect the earnings quality of US firms? 

Evidence from cross-listed firms in the 

US. Accounting Horizons, 25(4), 837-860. 

70. Van der Meulen, S., Gaeremynck, A., & 

Willekens, M. (2007). Attribute differences 

between US GAAP and IFRS earnings: An 

exploratory study. The International 

 Journal of Accounting, 42(2), 123-142. 

71. Van Tendeloo, B., & Vanstraelen, A. (2005). 

Earnings management under German GAAP 

versus IFRS. European Accounting 

Review, 14(1), 155-180. 

72. Warfield, T. D., & Wild, J. J. (1992). 

Accounting recognition and the relevance of 

 earnings as an explanatory variable for 

returns. The Accounting Review,67(4) 821-

 842. 

73. Warfield, T. D., Wild, J. J., & Wild, K. L. 

(1995). Managerial ownership, accounting 

choices, and informativeness of 

earnings. Journal of Accounting and 

Economics, 20(1), 61-91. 

74. Watts, R., & Zimmerman, J. (1986). Positive 

Accounting Theory. Englewood Cliffs New 

Jersey: Prentice-Hall Inc.  

75. Wooldridge, J. (2013). Introductory 

econometrics: A modern approach. Cengage 

Learning. 

76. Zéghal, D., Chtourou, S., & Sellami, Y. M. 

(2011). An analysis of the effect of mandatory 

adoption of IAS/IFRS on earnings 

management. Journal of International 

Accounting, Auditing and Taxation, 20(2), 61-

72. 

77. Zeghal, D., Chtourou, S. M., & Fourati, Y. M. 

(2012). The effect of mandatory adoption 

 of IFRS on earnings quality: Evidence 

from the European Union. Journal of 

International Accounting Research, 11(2), 1-

25. 

 

 

 

 

 

 

 

 

 

 

 

 

 


