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Abstract
The purpose of this study is to identify the factors that could explain the adoption of international
accounting standards by developing countries. The following factors have been selected: economic
growth, education level, the degree of external economic openness, cultural membership in a group
of countries, and the existence of a capital market.
Our results indicate that developing countries with the highest literacy rates, that have capital
markets, and that have an Anglo-American culture are the most likely to adopt international
accounting standards.
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1. Introduction
With the growing internationalization of economic trade and the globalization of
businesses and financial markets, financial information prepared according to a national
accounting system may no longer satisfy the needs of users whose decisions are more and
more international in scope. In some ways, purely domestic information may even be a
handicap for businesses as well as investors.
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Conscious of this reality as well as the need to adapt accountancy to the new global
environment and to the new requirements of decision makers, accounting regulating
authorities have sought out solutions that allow for the improvement and advancement of
financial accounting and its principal outputs. Although several initiatives have been put
forward, harmonization of accounting standards and practices on an international scale has
been the fundamental change in recent years. This initiative's goal is to have a coherent set
of accounting standards and practices that provide national and international decision
makers with a relatively homogenous information product that is comparable and reliable.
To arrive at this objective, the International Accounting Standards Board (IASB) has
prepared and published international accounting standards (IAS), which have become the
reference for the entire world (Dumontier & Raffournier, 1998).
Over the last 15 years, most of the debate has focused on the development of
international accounting standards and, more recently, on the adoption of these standards by
large industrialized countries, such as the United States, Canada, and members of the
European Union.
Much less discussion has focused on developing countries' opportunities to adopt these
standards. According to Richter Quinn (2004), accounting and financial information
originating from developing countries is still difficult to trust, despite the urgent need for
these countries to attract foreign investment and foreign capital, and despite the pressing
demands from individual and institutional investors, lending institutions, and multinational
agencies.
There is still no effective date when all developing countries will comply with IAS;
however, some countries have taken the initiative to adopt IAS or adapt them to their particular
reality. This process is expected to improve the quality and credibility of accounting information and improve the flow of capital and investment, resulting in economic development.
The primary force behind the adoption of IAS in developing countries is a country or a
group of countries. Several studies have dealt with the issue of IAS adoption by a specific
country. Yet none, to our knowledge, has attempted to define the reasons that motivate the
adoption or non-adoption of IASB standards by a group of countries.
Our purpose in this study is to identify the factors that could explain the adoption of IAS
by developing countries.
Understanding these factors is potentially useful for a number of organizations and
decision makers, including governments, accounting standards setters, financial markets
regulators, international institutions and investors, preparers and users of accounting
information, and, finally, it may help the IASB in its efforts to promote the worldwide
adoption of international standards.
In what follows, we first present a review of previous studies in Section 2; we then
describe our research hypotheses in Section 3; we provide the methodology and results in
Section 4; and our conclusion is in Section 5.
2. Review of previous research
Empirical research on favorable or unfavorable conditions for the adoption of IAS is
almost non-existent. Most of the few existing studies are of a general nature and normative
or descriptive of a particular country's circumstances.

