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Abstract:

This study examines the determinants of voluntalypéion of IFRS by French companies
listed on an unregulated financial market. Thesmdi can choose IFRS or the French
accounting standards to present their accountsaléé/ze the annual reports of 85 French
firms listed in 2010 on an unregulated financiakke& Alternext. The results reveal that size
is an important determinant of the voluntary adaptf IFRS, showing a positive correlation.
The percentage of assets in place is also a signififactor: firms with a higher percentage
are protected by heavy barriers to entry and thag voluntarily adopt IFRS. Industry sector
shows a negative and significant relationship,taxplains the decision not to adopt IFRS.
The following variables are not significant: levgea internationality, profitability, type of
auditor, and ownership concentration. Our findisgggest that without the intervention of
regulatory bodies, companies listed on an unregdléihancial market will continue to opt
for local accounting standards, thereby maintaitimegstatus quo.

Key words: Voluntary adoption; determinants; acamgnchoices; IFRS; France; unregulated
financial market



1. Introduction

On January 1, 2005, international financial remgrtstandards (IFRS) became compulsory
for European companies listed on a regulated fiahmearket. Before this date, it had long
been observed that certain firms voluntarily addpgteese standards. However, little research
has been conducted to determine the characteribtitslistinguish such firms from those that
maintain local accounting standards. According toeek et al. (1995), however,
“Understanding why firms invest in disclosure tiaaiency is useful not only for preparers
and users of accounting information but also fayutators.” Moreover, Dumontier and
Raffournier (1998) note that “Knowledge of the @weristics of companies which voluntary
adopt a particular set of accounting standards beyf particular interest for standard-
setting. It may give an indication of the type ofanies which will naturally be in favor of
accounting regulation and, adversely, of firms whstandard setters will have to convince.”
Our objective, therefore, was to fill a gap in tiierature by defining the characteristics of

those firms that choose IFRS.

When IFRS became compulsory, the European firmectgffl were those listed on regulated
financial markets and presenting consolidated ausou oday, however, IFRS for SMEs is
under debate in Europe, and this will affect mangrencompanies. The International
Accounting Standards Board (IASB) published theSHBr SMEs in July, 2009, in order to
simplify the preparation of financial statementsiRS for smaller companiksThen, in a
move to modernize its accounting directives (4thd afth Directives), the European
Commission conducted a survey among member cosrgbeut the possibility of integrating
the IFRS for SMEs into the European legal frameofkhe organization had already
indicated potential improvements by underliningtttree financial statement needs of SMEs
differed from those of companies listed on a remgaanarket, and further emphasized that
SME needs were insufficiently taken into accounthia standards project. The survey ended
in March, 2010. France came out against an extensiadhe IFRS for SMEs and instead
recommended modernizing the French accounting atdad(CRC 99-02), which already
applied to consolidated accounts. During the fhvatf of 2011, the European Financial
Reporting Advisory Group (EFRAG) also respondedatiegly to a public consultation
launched by the Small and Medium Enterprise Implaateon Group (SMEIG) of the IASB.
At the same time, the French Authority of Accougt®tandards (ANQwutorité des Normes
Comptabley in its strategic plan for 2010-2011 (p. 16), lsped the IFRS for SMEs and



noted several flaws but agreed to manage the fiskt@ducing IFRS beyond the current

field of listed companies.

Given the strong opposition of French regulators, imvestigate the determinants of IFRS
adoption for companies listed on an unregulatedketarWe first reviewed the articles
dedicated to IFRS voluntary adopti¢e.g., Al-Basketi, 1995; Dumontier and Raffournier,
1998; Murphy, 1999; El-Gazzar et al., 1999; Asbawg0l; Cuijpers and Buijink, 2005;
Joachim and Thorsten, 2006; Renders and Gaerem300K; Zéghal and Sellami, 2010) and

identified the relevant variables.

We then studied the annual reports of 85 compahsted in 2010 on Alternext, an
unregulated French financial market in which congmnhave the choice of adopting
international accounting standards or keeping @teonal standards. We find that the rate of
voluntary adoption of IFRS is 37.65% on this markitis result brings to light that size
remains the essential determinant of the choiceotantarily adopt IFRS: the bigger the

companies are, the more likely they are to adoRSIoluntarily.

Another factor appears to be the percentage otsassplace. The industry sector, when it is
significant, negatively affects the decision to piddFRS. These results thus confirm and
extend the findings of previous studies. Size a8 in place are key determinants for any
company listed on Alternext and wishing to adoRE- Our findings suggest that without the
intervention of regulatory bodies, companies listadan unregulated market will continue to

opt for local accounting standards and the statasvgll be maintained.

The article is organized as follows: the next smttipresents the French regulation
framework. Section 3 provides a literature reviewdathe hypotheses relative to the
determinants of voluntary adoption of IFRS. Theeagsh method and analyses are reported
in Section 4. The last section contains a discussfdhe results and a conclusion.



2. The French regulation framewor k
2.1. Financial markets

France has several financial markets in which cangsacan raise funds. The leaders are

Euronext and Alternext.

The NYSE Euronext includes all the companies listedh regulated market. There are three
compartments: the A compartment for capitalizationsr 1 billion euros, the B compartment

for capitalizations between 150 million and 1 bitli euros, and the C compartment for
capitalizations under 150 million euros. Compaihiage to open at least 25% of their capital
and present audited and certified accounts oveetlyears. The publication of the annual

accounts, the biannual results and the quartemhotier are compulsory.

NYSE Alternext is an exchange-regulated market witkgulatory regime that is less strict. It
is not a regulated market as defined by the Market&inancial Instruments Directive
(MIFID) of April 21, 2004. It is regulated by NYSIEuronext through a body of rules
applicable to intermediaries and listed comparitebas been open since May 17, 2606
was created by NYSE Euronext to meet the needdvilisSthat want simple access to the
financial market. To make a public offering, themgmany has to submit supporting
documents (describing its activity and its legad amccounting situation) to obtain the
agreement of the Authority of Financial Markets (AMand have a floating 2.5 million euro
capitalization (15 million on average in the regethEuronext market). The company has to
present its accounts over two years instead othree years on Euronext. Once listed, the
company has to publish certified annual and biahaceounts, but no compulsory biannual
results, contrary to what is required in a regulat@ancial market. The company has a
"listing sponsor,” a financial specialist who acgm@nies and helps the company during its
initial public offering (IPO) and in the first yesaathat follow.

It should be noted that several SMEs previousliedison the regulated Euronext market
(compartments B and C of Euronext) moved to Altetrie escape overly strict statutory

constraint3
2.2. Accounting constraints

The constraints and accounting obligations diftepending on the company listing. Since

January 1, 2005, European companies listed on dateg financial market and presenting



consolidated accounts have had to establish thsipumts in IFRS. These companies
responded to a legal constraint. On the other hamdisted companies presenting

consolidated accounts had the choice and couldsehtmoadopt IFRS on January 1 or later.

Companies listed on Alternext could also choose SFRhus, certain companies use
international standards (IFRS) and others the nalistandards (not IFRS). Many factors

probably explain the accounting choice in the ceindé the changes describes above.

3. Reasonsfor Voluntary Compliance with IFRS: Literature Review and Hypotheses

It appears that firms adopting international stadsigpublish more information than firms
adopting local standards (Ashbaugh and Pincus, )20@&cording to El-Gazzaet al.
(1999), “compliance with IAS is a form of expanddidclosure.” Several authors point out
the advantages associated with voluntary disclosuredaction in agency cost (Jensen and
Meckling, 1976; Chow and Wong-Boren, 1987) or ire tbost of capital (Choi, 1973;
Diamond and Verrecchia, 1991; Lev, 1992). Nevee$®l as underlined by Dumontier and
Raffournier (1998), complying with internationalcacinting standards is particularly costly.
Therefore, the cost/benefit analysis is fundameintdhe choice to adopt a new accounting
framework. This is particularly important in theelRch context (not market-oriented) in
which firms have considerable discretion in accmgnpractices (Dumontier and Raffournier,
1998).

Agency, signaling, political and transaction cdstdries allow us to draw hypotheses about
the voluntary adoption of IFRS. The literature arluimtary disclosure and the less plentiful
literature on voluntary adoption of IFRS are présdnin accordance with the relevant

hypotheses.

3.1. Leverage

Agency theory deals with the potential conflictdveen shareholders and credit@dsnsen
and Meckling, 1976). Conflicts can be explainedabymmetric information: the level and the
quality of information is not the same from one raig® the other and investment projects of
different quality raise the problem of adverse @@ (Akerloff, 1970). The financial
structure of the company can thus be a signaltserteditors (Ross, 1977). As underlined by
Zéghal and Mnif Sellami (2010), the more a compgogs into debt, the greater the need for
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effective control of agency relations between dhalders and creditors. Voluntary
information disclosed in financial statements cher¢fore be used by creditors to control

shareholders.

Jaggi and Low (2000) and Michailesco (1999) assanpesitive association between debt
level and the publication of financial informatiddeavily indebted companies are attentively
followed by creditors who make sure that they db\nolate the restrictive clauses imposed
on them. This attention prompts these companigsiittish more information in order to meet
creditors’ expectations. Jaggi and Low (2000) daatish a positive relation between debt and
the quantity of financial information published eountries of common law and a negative
relation in countries of codified law. Zarzeski 98) assumes that creditors stay very close to
a company and thus have direct access to informat8he thus assumes a negative

relationship between the debt level and the quaatipublished information.

H1: Voluntary adoption of IFRS is positively comdd with leverage.

The empirical studies using agency theory have aict shown contradictory findings

regarding the links between debt level and voluntisclosure/voluntary adoption of IFRS.

The empirical results of Chow and Wong-Boren (198¥pgenhofer (1990), Raffournier
(1991), Garcia-Benau and Monterrey-Mayoral (1998)ssainet al. (1994), Hossairet al.
(1995), Raffournier (1995), Inchausti (1997), Dego@000) and Chau and Gray (2002) do

not support the influence of leverage on the le¥elisclosure.

Hail (2002) reports a positive and significant tielaship between the level of debt and the
level of disclosure for Swiss firms. Michailescd®9®) confirms the positive relationship
between leverage and the quality of informatiorcldsed in the French context. The results
obtained by Jaggi and Low (2000) also confirm #latronship obtained by Zarzeski (1996)
wherein France, Germany and Japan present a nediativbetween debt level and the level
of information publication (whereas the link is fin® for Hong Kong, Norway, the United
Kingdom and the United States but significant dolyNorway). Meeket al. (1995) obtained

a negative and significant relationship betweent @elol global publications for American,

British and European multinational companies. Ahraed Courtis (1999) performed a meta-



analysis, comparing the data from 28 empirical isgidn information disclosure. They found
that the level of debt indeed explains both thebgloand voluntary publications of a

company.

As regards the studies more specifically focusedhenlink between debt and the voluntary
adoption of IFRS, Dumontier and Raffournier (199B)urphy (1999) and Renders and
Gaeremynk (2007) do not find any relationship betwthe level of debts and the voluntary
adoption of the IFRS. Zéghal and Mnif Sellami (2Dfi6d, on the other hand, that the most
heavily indebted French groups try to reduce inftion asymmetry between shareholders

and creditors by voluntary adoption of IFRS.

3.2.Size

According to political cost theory, large compang®uld publish more information than
smaller ones because they are subject to mordiag@xamination by financial analysts and
greater demand from the public (Schipper, 1991)eiTlownership often being very
diversified, these firms supply detailed and unt@erdable accounting information for a large
number of investors, possibly from many countrigbether they are big investors, such as
institutional investors, or groups of small shatdbcs. Big companies are also often more

dependent on resources obtained from foreign fiahntarkets (Zarzeski, 1996).

Raffournier (1995) also underline that publishirggadled information is less expensive for
big companies because they already publish thisrnmdtion for internal purposes. In

addition, Dye (1985) and Craswell and Taylor (199Rpgest that small firm managers,
whose annual reports are the only possible infaomatource for their competitors, can be
reluctant to publish a great deal of informatiomghvi and Desai (1971) also underline that
small firms risk a competitive disadvantage whezytholuntarily disclose information. Large

firms, which are generally well established, do have this fear about publishing detailed

information, even though it might lead to a negatieaction of the market (Low, 1998).

H2: Voluntary adoption of IFRS is positively comedd with size.




It seems that, generally, size and voluntary dsmale/voluntary adoption of the IFRS are
correlated: the bigger companies are, the morerimfation they disclose or the more likely

they are to voluntarily adopt IFRS.

Numerous studies have validated this hypothesisaimmous contexts. Buzby (1975), and
Salamon and Dhaliwal (1980) show the positive erfice of size in the United States; Firth
(1979) does the same in Canada; McNalial. (1982) in New Zealand; Chow and Wong-
Boren (1987) in Mexico; Wallace (1988) in Nigeragoke (1989) in Sweden; Cooke (1991)
in Japan; Wallace et al. (1994) in Spain; Raffoarfil995) and Hail (2002) in Switzerland;
Wallace and Naser (1995) in Hong Kong; Meslkal. (1995) for the American, British and
European multinationals; and Chau and Gray (2062%ingapore and in Hong Kong for
listed companies. Zarzeski (1996), Salter and Nmslea (1995), and Jaggi and Low (2000)
also find that size is significantly correlated lwithe level of accounting information
disclosed: big companies reveal more informaticantismaller onesAhmed and Courtis

(1999) performed a meta-analysis and found tha eiplains the level of publication of

companies, whether it be voluntary, compulsoryarsolidated.

Singhvi and Desai (1971), on the other hand, ditl camfirm this relationship in their
multivariate analysis. Moreover, Leuz and Verreact#000) did not validate the hypothesis
of size in the German context. However, by elimmgthe variable of “listing on a British or
American market” in their regression analysis, tifeynd that size became positively
correlated with the publication level. Ball and trs(1982) indicate that size is used as a
variable for testing many types of influence, areftivich et al. (1981) note that size may
mask the impact of industry, political costs, aisting status. However, in an empirical study,
Raffournier (1995) chose to remove size as a viariilom a multivariate analysis and
revealed that size has an impact on the level dligation, although different from the

indirect links resulting from correlated variables.

Dumontier and Raffournier (1998) find a positivedasignificant influence of size on the
voluntary adoption of IFRS. This is also the caseAshbaugh (2001), Cuijpers and Buijink
(2005), Renders and Gaeremynck (2007), and Zéegldal/eif Sellami (2010).



3.3. Internationality

To obtain the resources they need at a lower dusnhg foreign employees, producing
abroad, acquiring assets and raising funds ongorénancial markets), companies need to be
"visible" and thus to publish a substantial amoahtaccounting information in order to
reduce their transaction costs. Inchausti (199Aesdhat a company listed on several
financial markets needs external resources. Thig hlead to potential conflicts among
shareholders, creditors and managers. Publicatfomformation is then used to reduce
agency costs and information asymmetry betweenngpaay and its current and potential
capital providers. Generally, companies listed ameifyn financial markets also have to meet
various regulations and respond to demands for atsopy information, in addition to that
required by the domestic financial market (Dumangéied Raffournier, 1998). This exposes
them to higher litigation risks (Van Tendeloo andnstraelen, 2005). Moreover, this
information tends to become increasingly more sst@ited (Doupnik and Salter, 1995).
Firms can also choose to publish more informatiotumntarily to attract foreign investors
more easily and obtain resources at a lower cds.vbluntary adoption of IFRS would thus
reduce information asymmetry between managers lzaneisolders.

Saudagaran (1988) also finds a significant positelationship between the percentage of

sales abroad and the listing status of a company.

H3: Voluntary adoption of IFRS is positively comgdd with the level of foreign sales

H4: Voluntary adoption of IFRS is positively com&dd with the listing status

It appears that both hypotheses relative to therelegf internationalization (listing status

and part of sales realized abroad) are validatedainarge number of studies: companies
listed on foreign markets publish more informatiasnich is valid also for companies having
important levels of sales abroad.

Singhvi and Desai (1971), Choi (1973), Firth (197@doke (1989; 1991; 1992), Meek and
Gray (1989), Saudagaran and Biddle (1992), Malenal. (1993), Hossairet al. (1994),



Meek, Robert and Gray (1995), Inchausti (1997), ZtR97), Patton and Zelenka (1997),
Street and Bryant (2000), and Leuz and Verrec@08@) confirm the significant influence of
the listing status (or multiple listings) on thebfigation of information. Herrmann and
Thomas (1996) and Michailesco (1999) report a Bagmt relationship between multiple
listings and the quality of published informatidaray et al. (1995) find that multinational
companies listed on international capital marketsliph significantly more voluntary
information than multinational companies only lgten their domestic market. On the other
hand, Raffournier (1991) and Garcia-Benau and MogyeMayoral (1993) do not observe
any relationship between the fact of being listed a foreign market and the level of
publication.

Dumontier and Raffournier (1998) and Murphy (199Bdw that Swiss companies listed on
foreign markets adopt IFRS more voluntarily tharmdstic companies do. Cuijpers and
Buijink (2005) find an influence of the listing gxmerican markets or the EASDAQ (Nasdaq
Europe) on the voluntary adoption of IFRS. Renderd Gaeremynck (2007) find a positive
influence of multiple listings on the early adoptiof IFRS in common law countries. Zéghal
and Mnif Sellami (2010) find a positive influencé the number of listings on foreign

financial markets on the decision to voluntarilpptIFRS.

Raffournier (1995), Zarzeski (1996), Ahmed and @eu{1999), and Hail (2002) report a

positive and significant link between the perceatayf sales abroad and the level of
publications. Chau and Gray (2002) note a posilinke between the percentage of sales
abroad and the disclosure of both financial and-fimancial information. Garcia-Benau and

Monterrey-Mayoral (1993), on the other hand, fira significant influence of the degree of
internationalization, nor did Meek, Robert and Gi@®95). Dumontier and Raffournier

(1998), Murphy (1999), El-Gazzat al. (1999), Depoers (2000), and Cuijpers and Buijink
(2005) demonstrate an influence of the percentddereign sales on the voluntary adoption
of IFRS, as do Zéghal and Mnif Sellami (2010).

3.4. Profitability

According to signaling theory, the most successtuhpanies should distinguish themselves
in order to obtain capital in optimal condition$ig implies voluntary information disclosure
(Foster, 1986). According to the theory of politicasts, companies with high profits will

publish more information to justify their profitdity. Conversely, when performance is low,
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managers hide the reasons for losses or lowertplofte assume, in line with Ashbaugh and
Pincus (2001), that IFRS implies more informatiasctbsure, we can hypothesize that the

most profitable companies will voluntarily adopRS.

H5: Voluntary adoption of IFRS is positively comedd with the level of profitability.

The studies that analyze the link between profitgband voluntary disclosure/voluntary
adoption of IFRS highlight mixed results.

Singhvi and Desai (1971) and Leuz and Verrecchi®@ validate the hypothesis that the
amount of published information rises with the ®sscof a company. Ahmed and Courtis

(1999) observe the same for the publication otdyrivoluntary information.

Yet, contrary to previous studies, Garcia-Benau odterrey-Mayoral (1993), Singhvi and
Desai (1971), McNallyet al. (1982), Maloneet al. (1993), Meeket al. (1995), Patton and
Zelenka (1997), Chau and Gray (2002), and Cagtaal. (2005) report that this relationship
does not appear to be significant in multivari&gression analysis. Michailesco (1999) finds
no significant relationship between performance #mal quality of disclosed information.
Wagenhofer (1990), on the other hand, does notai&ithe inverse hypothesis based on
signaling theory, according to which informationused as a mechanism to explain "bad
news." Inchausti (1997) obtains a negative andifsignt link between performance and the
level of disclosure but in the opposite way thav#és envisaged, quite as Wallace and Naser
(1995).

Dumontier and Raffournier (1998) find no signifitaelationship between profitability and
the voluntary adoption of IFRS in Switzerland, war Renders and Gaeremynck (2007) for
companies belonging to seven common law countriegéghal and Mnif Sellami (2010) in

the French context.

3.5. Industry

According to Verrecchia (1983), the cost of propenights varies from one industry to
another. Moreover, Watts and Zimmerman (1986) ssigipat belonging to a specific sector

11



probably affects the political vulnerability of ampany. Industry can thus exercise an
influence on voluntary publications: certain subgeare more sensitive for companies in
certain sectors (Meeét al, 1995). Moreover, Inchausti (1997) assumes that éompany

does not adopt the same disclosure strategy asthiee companies in its sector, this can be

interpreted by the market as a signal of "bad riemgine with signaling theory.

H6: Voluntary adoption of IFRS is linked with thedustry sector to which the company

belongs.

The attempt to reveal an industry effect is oftemtéd by the relative heterogeneousness of
the sectors defined: several classifications aterofised, leading to results which cannot be

compared from one study to another.

Amernic and Maiocco (1981), Cooke (1989; 1992), Wdmpfer (1990), Meek, Robert and
Gray (1995), Wallace and Naser (1995), Zarzeskb§)l9Watsonet al. (2002), Botosan
(1997) and Sengupta (1998) find an industry eff@th very heterogeneous levels of
publication.

Conversely, McNallyet al. (1982), Wallaceet al. (1994), Inchausti (1997), and Chau and
Gray (2002) do not find any industry influence. Tin€lustry variable was not tested by
Dumontier and Raffournier (1998), Murphy (1999);&dzzaret al, (1999), or Zéghal and
Mnif Sellami (2010).

3.6. Type of Auditor

According to Singhvi and Desai (1971) and Firth71@p large and well-known audit firms
(such as the “Big Four”) encourage their custonierdisclose the maximum of information.
According to Dumontier and Raffournier (1998), higdit firms have two reasons for wanting
their clients to use IFRS. First, IFRS are striot digh-quality standards that prove their
seriousness and independence, and thus strendit@ierréputation. Second, big audit firms
have a competitive advantage in controlling IFR®liaptions because of the high-level
training of their employees. The voluntary adoptadriFRS would thus increase the volume

and quality of information disclosed.

H7: Voluntary adoption of IFRS is positively comi#d with auditing by a “Big Four

company.




The studies that analyzed the links between the typaudit firm and the voluntary
disclosure/voluntary adoption of IFRS highlight sdxresults.

Singhvi and Desai (1971), Craswell and Taylor ()9%Raffournier (1995), Patton and
Zelenka (1997), and Inchausti (1997) find a positwd significant relationship between the
reputation of the auditor and the level of inforfaatpublication. In contrast, Firth (1979),
Hossairet al. (1994), Hossaiet al. (1995) and Owusu-Ansah (1998) do not find thattyipe

of audit firm is a significant variable to explaine level of publication. Wallace and Naser
(1995) indicate a negative and significant relatlop between the reputation of the auditor

and the level of information disclosed.

Dumontier and Raffournier (1998) and Murphy (1968)not find that the type of audit firm
Is a significant variable to explain the voluntagoption of IFRS in Switzerland. Al-Basteki
(1995), Renders and Gaeremynck (2007), and ZégihlMnif Sellami (2010) find that
voluntary adoption of the IFRS is correlated wlile type of audit firm. The type of audit firm
is also a determinant of the degree of confornatyFRS (Street and Gray, 2002; Glaum and
Street, 2003).

3.7. Ownership concentration

Agency theory specifies that conflicts may exisiheen shareholders and managers because
of the separation between property and managemeobmpanies in which capital is very
diffuse (Fama and Jensen, 1983).

Jensen and Meckling (1976) show that managers eateropted to acquire wealth to the
detriment of shareholders. There are thus mechantsniimit this phenomenon, and the
publication of voluntary information falls into thicategory as it reduces the information
asymmetry between shareholders and managers. Casapanwhich capital is very diffuse

thus tend to publish more voluntary information nhtéhose whose capital is very

concentrated. They will adopt thus more often vttty adopt IFRS.

H8: Voluntary adoption of IFRS is negatively coateld with ownership concentration.
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The studies that analyzed the links between owipersbncentration and voluntary
disclosure/voluntary adoption of IFRS highlight sdxresults.

Hossairet al. (1994), Ho and Wong (2001), Chau and Gray (20829, Makhija and Patton
(2004) find that property concentration is negdyivend significantly correlated with the
level of voluntary publication. Raffournier (1998)allace and Naser (1995), and Depoers

(2000) do not report any significant relationshgivieeen these variables.

With regard to more specific results concerning tbkintary adoption of IFRS, Dumontier
and Raffournier (1998), Renders and Gaeremynck7(2G@hd Joachim and Thorsten (2006)
show that voluntary adoption of IFRS depends oneyalmp concentration. Cuijpers and
Buijink (2005) and Zéghal and Mnif Sellami (201@) wlot find any significant link.

3.8. Assetsin place

Myers (1977) notes that a company's value is basedthe assets in place and the
opportunities for growth. He assumes that transtérsvealth are more difficult between

shareholders and creditors in companies with a pggbentage of assets in place.

Raffournier (1995, p. 265) suggests that “becabiseeholders can be considered as holders
of a call option on the firm's value (Jensen andckeg, 1976) and because the price of a
call option is an increasing function of the risk tbe underlying asset (Merton, 1973),
managers acting as substitutes of shareholders d&ravaterest to increase the risk of the
firm.” Myers (1977) argues that this wealth tramsfan be more easily operated through the
acquisition of new assets than by replacing thdsady owned because it is more costly to
shift the risk of existing than future assets. Adaog to Raffournier (1995), this indicates that
the level of disclosure is negatively correlatethvthe weight of the fixed assets of the firm.
Voluntary adoption of IFRS, which would bring a héy level of publication, would thus be

negatively correlated with the weight of fixed asqassets in place) of the firm.

H9: Voluntary adoption of IFRS is negatively coateld with assets in place.

The studies that analyzed the links between assptace and voluntary disclosure/voluntary

adoption of IFRS do not highlight significant redats.
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Empirical research by Chow and Wong-Boren (1989sd4inet al. (1994), Hossairet al.
(1995), and Raffournier (1995) do not show a sigairit relationship between assets in place
and the level of voluntary publication. DumontiendaRaffournier (1998) find no link

between the early adoption of IFRS and a comparap#tal intensity.

4. Research Method and Analysis

The sample is composed of 118 companies listedltmn&xt on December 31, 2010. Among
these companies, 4 were eliminated because theynweg¢r-rench, 22 because they presented
social or combined accounts rather than consolidatesounts, and 6 because they were in
pre-bankruptcy counseling and/or had not publighed financial statements over the study
period. The final sample is composed of 85 Frenmmpanies whose data were collected

from annual reports published between June 30, 2@@QJune 30, 2011.

Certain companies switched their listing marke2@10: at the beginning of the year, they
were listed on Euronext and shifted on Alternexttlwe course of the year. For these
companies, the annual report analyzed is the diableshed while the company was listed on

Alternex®f.

Analysis of the annual reports identified 53 comeamsing the French accounting standards
of the Comité de Réglementation ComptalfleRC), whereas 32 companies applied IFRS.
Therefore, the rate of voluntary adoption of IFRS7.65%.

4.1. Descriptive and univariate analysis

Descriptive statistics and univariate analysis @resented in Tables 1 and 2. The
Kolmogorov-Smirnov test of normality indicates thiatee variables deviate from normality:
size, assets in place and listing status. We agyglynon-parametric Mann-Whitney U-test to
the size and assets in place variables and theeStudest for other continuous variables:
foreign sales, ownership concentration, leveragefitpbility (ROA, ROE1, ROE2). Chi-

square tests were used for the dichotomous indepémdriables: listing status, auditor type

and industry dummies.
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Insert Table 1 - Descriptive statistics and normality test for independent variables (n=85)

Insert Table 2 - Results of univariate analysis for both groups (IFRS versus not |FRS)
(n=85)

The Student t-test indicates no difference betvtberb3 companies using French accounting
standards and the 32 companies voluntarily comglwith IFRS for the variables following
a normal distribution: foreign sales, ownership aartration, leverage, profitability (ROA,
ROE1, ROE2). The Mann-Whitney U-test shows diffeembetween the two groups for size
and assets in place, the two variables that didfaititw a normal distribution. The results
show that the companies that voluntarily adoptd@SFare rather large-sized companies and

have a high percentage of assets in place. Theskssupport hypotheses H2 and H9.

The Chi-Square test indicates that the listingustaxplains voluntary adoption of IFRS.
Therefore, hypothesis H4 is validated. There is als industry effect: a positive relationship
between industries 4 (health care) and 5 (conssereices) and voluntary IFRS adoption.

The other variables (leverage, foreign sales, fadofity, auditor type, ownership
concentration, as well as the other industry dumsjraee not significant. Hypotheses H1, H3,
H5, H7 and H8 are not validated.

4.2. Multivariate analysis
Logistic regressions were performed.

The dependent variable is dichotomous and takesahe of 1 if the company voluntarily
adopts IFRS, O if otherwise. Factors consideredeksted to the company’s choice to use

local standards or IFRS are tested using the bialdogistic regression model (1):

P (GAAR) = B0 +p1 FOREIGN SALES+ 2 SIZE + 33 OWNERSHIP
CONCENTRATION + 4 LEVERAGE + 5 ASSETS IN PLACE+36 PROFITABILITY;
+ 7 FOREIGN LISTING + 8 AUDITOR TYPE + 39-18 INDUSTRY dummigst & (1)
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Variable definitions:

GAAP = The variable takes the value 1 if the conypelmose to apply IFRS and O if the company usedl|
standards for its annual report.

FOREIGN SALES = % of sales abroad/sales. If theiwas missing, it is replaced by the sample mea%oad
sales abroad/sales.
SIZE = Log SALES and Log ASSETS. Company size megisuespectively, by the decimal logarithm of {
total sales and that of the total assets.

OWNERSHIP CONCENTRATION = concentration of the pedy. The variable is measured by the percen
of shares held by the three most important shadensl(data collected in annual reports or, if migsion
Alternext’s site).

LEVERAGE = % Debt/Assets and % Long-term Debt/Assdebt level of the company measured, respecfi
by the total of debts/total assets and the tot&@mg term financial debts/total assets.

ASSETS IN PLACE = book value of fixed assets/taisdets.

PROFITABILITY = company performance level measulgdthe ROA (profit before interests and taxes/ta
assets), the ROEL1 (net profit/equity) and the RQEQ@fit before interests and taxes/equity).

FOREIGN LISTING = Listing on a foreign financial mk&t. The variable takes the value 1 if yes, Qoif n

AUDITOR (Type) = Nature of the audit firm. The valle takes the value 1 if belonging to the Big Fdur

otherwise.
INDUSTRY (type) = ICB, company’s business sectadeorl he variable takes the following values: 0 l=aod
gas; 1 = basic materials; 2 = industrials; 3 = comsr goods; 4 = health care; 5 = consumer serviges;

telecommunications; 7 = utilities; 8 = financialngpanies; 9 = technology

—h

he

age

ely

tal

Before applying the logistic regression model, vegified the absence of multicollinearity

between independent variables. Pearson correlatoafficients were calculated between

independent variables. Results can be found inerabl

Insert Table 3 - Pearson correlations between independent variables (n = 85).

We observe rather high and significant correlatibh®etween size variables (log sales and
log assets), (ii) between profitability variablé&JA, ROE1 and ROE2), and (iii) between the
leverage (LT delstassets) and assets in place. Log assets wasecktmn the multivariate

logistic regression analysis, as was the measurgizef because it was significant in t

univariate regression analyses.
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Profitability variables were successively introddigeto the regression model. ROA showed
the highest R and was thus retained. The same variables arefisign whatever the
profitability variable used. Both LT debt/assetsd amssets in place presented a strong
correlation and were thus successively excludeh filoe regression analysis. Three models
of regression are therefore presented in Tablea):régression with all variables, (b)
regression with all variables minus the leveradm falT debt/assets, and (c) regression with

all the variables minus assets in place.

Insert Table 4 - Logistic regression analysis of | FRS voluntary adoption determinants
(n=85)

The results of equation (a) presented in Tablectvsihat the decision to adopt IFRS rather
than local accounting standards is significantly aositively correlated with the size of the
company, foreign listing, assets in place, and stgu4 (health care). It is significantly and
negatively correlated with industry 3 (consumer dgjoand 7 (utilities) as well as leverage
(LT debt/assets).

In model (b), the decision to adopt IFRS rathentlomal accounting standards is significantly
and positively correlated with size, foreign ligtiand assets in place. It is significantly and
negatively correlated with industry 7 (utilitieshdustries 3 and 4 are no longer significant.
Industry 5 (consumer services) becomes significénts negatively correlated with the

voluntary adoption of IFRS.

In model (c), the decision to adopt IFRS rathentlo@al accounting standards is significantly
and positively correlated with size and foreigrtihig. It is significantly and negatively
correlated with industry 7 (utilities). No otherdimstries explain the voluntary adoption of
IFRS.

Of the 32 companies using IFRS, 12 companies lefoext in 2010 and joined Alternext.
From the original 85 companies, we thus removedehE companies which had adopted
IFRS only because these standards are compulsdeymmext. The same tests as previously
used were thus conducted with these 73 remainingpaaies, so as to identify the

characteristics of companies that had truly bedantary in choosing to apply IFRS. Of the
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73 firms, 20 firms use IFRS whereas 53 use Frenchumting standards (there are the same

as in previous analysis).

Insert Table 5 - Descriptive statistics and normality test for independent variables (n=73)

Insert Table 6 - Results of univariate analysis for both groups (IFRS versus not | FRS)
(n=73)

Insert Table 7 - Pearson correlations between independent variables (n = 73)

Insert Table 8 - Logistic regression analysis of IFRS voluntary adoption determinants
(n=73)

The results of equation (a) presented in Tabled®vsiat the decision to adopt IFRS rather
than local accounting standards is significantlgl aositively correlated (i) with size and (ii)
assets in place, and is significantly and negatigetrelated (iii) with industries 3 (consumer

goods), 5 (consumer services) and 7 (utilities).

Insert Table 9 - Comparison of logistic regression results for |FRS voluntary adoption

determinants (n=85 and n=73, equation (a))

Listing on a foreign financial market, the level lof financial debt, and industry 4 (health
care) are no longer significant factors of the sieti to voluntarily adopt IFRS. On the other
hand, industry 5 (consumer services) becomes ggnifbut negatively correlated: therefore,
firms belonging to industries 3 (consumer goodsan8 7 are less likely to voluntarily adopt
IFRS than those in other industries. A comparisbrogistic regression results for IFRS

voluntary adoption determinants (equation a) is@néed in Table 9.
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In model (b), the decision to adopt IFRS rathentlomal accounting standards is significantly
and positively correlated with size and assets latep It is significantly and negatively
correlated with industries 5 (consumer serviceg) @n(utilities). Industry 3 is no longer

significant.

In model (c), the decision to adopt IFRS rathentlogal accounting standards is significantly
and positively correlated with size. It is sign#idly and negatively correlated with industries
5 (consumer services) and 7 (utilities). No otimelustries explain the voluntary adoption of
IFRS.

5. Discussion and conclusions

The objective of this study is to determine why pamies that have the choice voluntarily
adopt IFRS. As shown in the literature review, tiyige of study was also conducted in the

pre-IFRS period and served as a source for thahlas used in the present study.

We analyzed two sets of companies: the full sehef85 companies listed on Alternext and
the 73 that remained when those firms switchingnfieuronext were removed. The results
show that certain variables are significantly clated with voluntary adoption in both sets:

size, assets in place and industry (see Table 8).

Size appears to be an important determinant. Tdgebithe firm (measured by its assets), the
more likely it is to voluntarily adopt IFRS compdreith smaller firms. This conclusion is
coherent with previous research. The theory oftigali costs is thus still highly relevant. We
can also advance the cost/benefit argument, aRalidurnier (1995): it is less expensive for
a big company to change accounting standards thiaa §maller one. From this point of
view, nothing has changed between the pre-IFR$astIFRS periods.

Firms having important assets in place are momdyliko voluntarily adopt IFRS. This result
conflicts with the findings of most studies in tliterature, particularly those conducted pre-
IFRS, which found no significant correlation. Itveetheless validates the hypothesis of
Depoers (2000) according to which “Firms that are protected feit sector by heavy

barriers to entry are much more likely to disclosare information then firms that are not”. It
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seems to indicate the importance of the amountvadstment in fixed assets thus constitutes,
quite like size, a real entry barrier for compamigshing to move to international standards.

We also brought to light an industry effect. Comparbelonging to the “consumer goods”
sector (sector 3) and the “utilities” sector (sectp may be less likely to adopt IFRS than
companies from other sectors. Most empirical stdliave revealed an industry effect but,
given that the classifications used are quite bgtmeous, it is very difficult to compare the
results. We used the ICB classification. Nevertbgl¢ehe results highlight, as underlined by
Watsonet al (2002), "The importance of controlling fully th@pact of industry, otherwise
important relationships may be lost.” It would thiere be interesting to standardize the
industry variable in order to test for clear andureent positive or negative relationships in
specific industries.

The determinants of the choice to voluntarily ad®pRS by companies listed on an
unregulated market like Alternext should enlightlea future choices of SMEs with regard to
the IFRS specifically for SMEs. Everything will dapd on whether or not this standard is
implemented in Europe, and more specifically innEeg and on the willingness of public
authorities to move companies toward internatiost@indards. Our results indicate that
leaving the choice of IFRS for SMEs to the compsrtieemselves (as is the case today with
companies listed on unregulated financial markeisl) lead to a status gquaunless the
standard is simplified enough and the cost/bemefiysis is positive. Otherwise, only a legal
constraint, as was the case in 2005 for compaistesilon regulated financial markets, could
make them switch to IFRS.

Notes

'The IFRS for SMEs has fewer reporting requiremémas full IFRS.

’Consultation on the international financial repugtistandard for small and medium-sized entitiesyedter
20009.

http://ec.europa.eu/internal_market/consultationsgt?009/ifrs_for _sme/consultation_paper IFRS ShiEde

f

*Communication from the commission on a simplifiedsiness environment for companies in the areas of
company law, accounting and auditing, July 2007.
http://ec.europa.eu/internal_market/company/dorg/fication/com2007_394_en.pdf
*http://www.euronext.com/landing/equitiesOP-213634&hl

*The law n°2009-1255 of October 19th, 2009, andaiti@ptation by the French Authority of Financial k&ts
(AMF Autorité des Marchés Financigref certain articles of this law by the order obwember 4th, 2009,
indeed made it possible for SMEs listed on Eurot@xhove to Alternext.

®The annual report of one company was not includetié sample: its fiscal year closed too late (S/2011).

" Depoers (2000) measured barriers to entry by theuat of gross fixed assets. Her hypothesis was not
validated.
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Table 1. Descriptive statistics and normality test for ipdadent variables (n=85)

Total (n=85) IFRS (n=32) Not IFRS (n=53) K-Stest for normality two-sample test
(IFRS versus Not IFRS)

Continuous variables Mean SD Median | Mean SD Median | Mean SD Median | Expected sign z-statistic
FOREIGN SALES 31.2112 28.8110 30.500 32.3853 29.87p1 32.3100 5028.| 30.5000 28.415¢ * 0.687
Log SALES 10.3067 1.2116 10.458% 10.4382 1.4471  10.6749 70.22 10.4414 1.0515 * 1.140
-Log ASSETS 10.6529 0.9572| 10.4884 11.0795 1.03p4  10.9166 $8.39 10.3825 0.8171] + 1.364%
OWNERSHIP CONCENTRATION| 58.6600 20.4935 61.600 56.8806 24.18B3 59.5000 7388.| 62.2000 18.0699 B 0.611
DEBT/ASSETS 53.2974 20.5421 53.260 53.3328 19.9869 53.0500 2768.| 56.2300 21.059¢ * 0.553
LT DEBT/ASSETS 13.0118 14.3568 7.9401 14.6303 13.77p9  10.9750 323. 6.5600| 14.7419 * 0.967
FIXED ASSETS/ASSETS 38.2167 21.4821| 35.250 47.3034  19.4886  42.7800 73B2.| 20.9178| 27.690( ) 1.886%+*
ROA 0.7515 15.0542 4.3400 0.6603 11.61%9 4.1350 0.8P665.0600 16.9011 * 0.766
ROE1 -16.0379 | 80.1436 4.030 -7.8875  35.2580 52150 95&Y 3.9000( 97.8221 * 0.495
ROE2 -2.5469 | 47.2953 13.120 -2.2406  34.073 9.9500 734R | 14.1900| 54.0461 * 0.769

Dichotomous variables

FOREIGN LISTING 0.1600 0.3730 0.0009 0.340D 0.4830 0.0000 0.0600 2330. 0.0000 1.283*
AUDITOR 0.4200 0.4970 0.0009 0.410D 0.4990 0.0000 0.4300 5000. 0.0000 * 0.124
INDUSTRY 0 0.0200 0.1520 0.0009 0.000D 0.00Q0 0.0000 0.0400 1920. 0.0000 0.169
INDUSTRY 1 0.0100 0.1080 0.0004 0.030p 0.1770 0.0000 0.0000 0000. 0.0000 0.140
INDUSTRY 2 0.2500 0.4340 0.0009 0.280D 0.4570 0.0000 0.2300 4230. 0.0000 0.245
INDUSTRY 3 0.0700 0.2580 0.0009 0.060D 0.2460 0.0000 0.0800 2670. 0.0000 0.058
INDUSTRY 4 0.0800 0.2770 0.0009 0.160D 0.3690 0.0000 0.0400 1920. 0.0000 0.529
INDUSTRY 5 0.2400 0.4270 0.0004 0.090p 0.2960 0.0000 0.3200 4710. 0.0000 1.014
INDUSTRY 6 0.0100 0.1080 0.0009 0.030D 0.1770 0.0000 0.0000 0000. 0.0000 0.140
INDUSTRY 7 0.0400 0.1860 0.0009 0.030D 0.1770 0.0000 0.0400 1920. 0.0000 0.029
INDUSTRY 8 0.0700 0.2580 0.0009 0.130D 0.3360 0.000p0 0.0400 1920. 0.0000 0.390
INDUSTRY 9 0.2100 0.4110 0.0004 0.190p 0.3970 0.0000 0.2300 4230. 0.0000 0.174

Notes: *** ** * significantly different (two-sidel) at 0.01, 0.05 and 0.10, respectively.

Variable definitions:

GAAP = The variable takes the value 1 if the conypatmose to apply IFRS and 0 if the company useadl Istandards for its annual report.
FOREIGN SALES = % of sales abroad/sales. If thaee/éd missing, it is replaced by the sample mea efiles abroad/sales.

SIZE = Log SALES and Log ASSETS. Company size megsuespectively, by the decimal logarithm of thil sales and that of the tot
assets.

OWNERSHIP CONCENTRATION = concentration of the pedy. The variable is measured by the percentaghafes held by the threg
most important shareholders (data collected in ahmports or, if missing, on Alternext’s site).

LEVERAGE = % Debt/Assets and % Long-term Debt/Assdebt level of the company measured, respectibgiyhe total of debts/tota
assets and the total of long term financial dette/ssets.

ASSETS IN PLACE = book value of fixed assets/tatsgets.

PROFITABILITY = company performance level measuted the ROA (profit before interests and taxes/tatssets), the ROEL1 (n¢
profit/equity) and the ROE2 (profit before inteeand taxes/equity).

FOREIGN LISTING = Listing on a foreign financial mk@t. The variable takes the value 1 if yes, Qoif n

AUDITOR (Type) = Nature of the audit firm. The vaie takes the value 1 if belonging to the Big F6untherwise.

INDUSTRY (type) = ICB, company’s business sectadeol he variable takes the following values: Ol-aad gas; 1 = basic materials; 2|
industrials; 3 = consumer goods; 4 = health care;cbnsumer services; 6 = telecommunications; Tilties; 8 = financial companies; 9
technology

Al

@
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Table 2. Results of univariate analysis for both groups @RRrsus not IFRS) (n=85)

IFRSfirms (n=32) Not |FRS firms (n=53 Student t-test Mann-Whitney U-test Chi-square test

Mean Median Mean Median
Continuous variables
FOREIGN SALES 32.3853 20.8751 32.3100 30.5023 30.5000 28.4156 t=0.290 NA NA
Log SALES 10.4382 14471 10.6749 10.2272 10.4414 1.0515 t=0718 NA NA
Log ASSETS 11.0795 1.0304 10.9166 10.3954 10.3825 0.8171 NA Z=2.957 NA
OWNERSHIP CONCENTRATION 56.8806 24.1883 59.5000 50.7343 62.2000 18.0698 t=-0.577 NA NA
DEBT/ASSETS 53.3328 19.9869 53.0500 53.2760 56.2300 21.0596 t=0.012 NA NA
LT DEBT/ASSETS 14.6303 13.7709 10.9750 12.0345 6.5600 14.7419 t=0.806 NA NA
FIXED ASSETS/ ASSETS 47.3034 19.4886 42.7800 32.7304 20.9178 27.6900 NA Z=3.229" NA
ROA 0.6603 116159 4.1350 0.8066 5.0600 16.9011 t=-0.043 NA NA
ROE1 -7.8875 35.2530 52150 -20.9589 3.9000 97.8221 1=0.726 NA NA
ROE2 -2.2406 34.0773 9.9500 27319 14.1900 54.0461 t=0.046 NA NA
Dichotomous variables
FOREIGN LISTING 03400 0.4830 0.0000 0.0600 0.0000 0.2330 NA NA X?=11.958
AUDITOR 0.0000 0.0000 0.0000 0.4300 0.0000 0.5000 NA NA 7= 0.063
INDUSTRY 0 0.0300 0.1770 0.0000 0.0400 0.0000 0.1920 NA NA 7= 1.237
INDUSTRY 1 0.2800 04570 0.0000 0.0000 0.0000 0.0000 NA NA 7= 1.676
INDUSTRY 2 0.0600 0.2460 0.0000 0.2300 0.0000 0.4230 NA NA 7°=0.323
INDUSTRY 3 0.1600 03690 0.0000 0.0800 0.0000 0.2670 NA NA 2= 0051
INDUSTRY 4 0.0900 0.2960 0.0000 0.0400 0.0000 0.1920 NA NA 7 =3.708*
INDUSTRY 5 0.0300 0.1770 0.0000 03200 0.0000 0.4710 NA NA 75714
INDUSTRY 6 0.0300 0.1770 0.0000 0.0000 0.0000 0.0000 NA NA 7= 1.676
INDUSTRY 7 0.1300 03360 0.0000 0.0400 0.0000 0.1920 NA NA 1°=0.025
INDUSTRY 8 0.1900 03970 0.0000 0.0400 0.0000 0.1920 NA NA 1*=2.316
INDUSTRY 9 03400 0.4830 0.0000 0.2300 0.0000 0.4230 NA NA 1*=0.181

Notes: ***, ** * gignificantly different (two-sidel) at 0.01, 0.05 and 0.10, respectively.

NA: Not Appropriate
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Table 3. Pearson correlations between independent variébke®s5)

OWNERSHIP FIXED
FOREIGN | FOREIGN Log Log CONCENTR DEBT/ LT DEBT/ | ASSETS/ INDUS | INDUS | INDUS | INDUS | INDUS | INDUS | INDUS | INDUS | INDUS | INDUS
LISTING SALES SALES | ASSETS ATION ASSETS ASSETS ASSETS ROA ROE1 ROE2 | AUDITOR | TRYO | TRY1 | TRY2 TRY 3 TRY 4 TRY5 | TRY6 | TRY 7 | TRY 8 | TRY9

FOREIGN LISTING 1.00 0.03¢ 0.031 0.15] -0.08! -0.01. 0.179 0.213 -0.144 -0.044 -0.15! 0.00 -0.06! 0.246 0.11. -0.123 0.21! -0.173 -0.04 0.2597% -0.129  -0.074
FOREIGN SALES 0.03f 1.00( -0.13 -0.10: -0.12 -0.260 -0.04. -0.121 -0.20 -0.004 -0.07 0.101 0.06! -0.11 0.103 0.06] 0.311*4 -0.143 0.004 -0.004 -0.233 -0.04
Log SALES 0.031 -0.13] 1.00 0.619* 0.240 0.329* -0.16 -0.174 0.396* 0.2381 0.348* 0.05! 0.19: -0.124 0.328*4 0.153 -0.311*Y -0.054 -0.034 -0.071 -0.14. -0.084
Log ASSETS 0.15]3 -0.104 0.619*4 1.00 0.217 0.303* 0.308* 0.330* 0.209 0.19: 0.214 0.109 0.18! 0.037 0.2291 0.11 -0.16! -0.205 -0.164 0.303*Y 0.2421 -0.306*}
OWNERSHIP -0.08! -0.12] 0.240 0.217% 1.00 0.14 0.113 0.053 0.2717 0.1213 0.20 -0.14 -0.16! -0.219 0.149 0.2531 -0.335*4 0.034 0.02 0.11i -0.014  -0.053
CONCENTRATION

DEBT/ASSETS -0.01. -0.2600 0.329*% 0.303*% 0.14 1.00 0.272 0.10: 0.10f -0.226 -0.06: 0.044 0.204 -0.10( 0.093 -0.064 -0.333* 0.013 -0.01! 0.20: 0.03f -0.003
LT DEBT/ASSETS 0.179 -0.04] -0.161 0.308* 0.113 0.2727 1.00 0.602*  -0.250 -0.154 -0.17' 0.214 -0.11! -0.02] -0.017 0.0117 0.113 -0.034 -0.094 0.430* 0.129 -0.231
FIXED 0.213 -0.12] -0.17! 0.330" 0.053 0.10: 0.602* 1.00 -0.051 -0.05! -0.08: 0.024 -0.144 0.285*' -0.04 0.07 -0.084 -0.04 -0.03¢ 0.310*Y 0.173 -0.15
ASSETS/ASSETS

ROA -0.144 -0.204 0.396*4 0.204 0.271 0.10f -0.250 -0.05 1.00q 0.443* 0.774* -0.266 -0.021 0.20 0.226 0.099 -0.585*4 0.07 0.037 -0.12 -0.06! 0.06!
ROE1 -0.044 -0.004 0.238 0.19: 0.12 -0.2261 -0.154 -0.054 0.443* 1.00q 0.761*Y 0.003 -0.015 0.084 0.12! 0.06! -0.16: 0.037 0.00! -0.09] 0.071 -0.121
ROE2 -0.15! -0.074 0.348*4 0.214% 0.20 -0.06: -0.17! -0.08y 0.774* 0.761* 1.00 -0.159 -0.044 0.119 0.13f 0.091 -0.376*4 0.15 0.034 -0.20 0.053 -0.061
AUDITOR 0.004 0.107 0.05! 0.109 -0.14. 0.044 0.214 0.024 -0.266 0.003 -0.15! 1.00 0.181 -0.094 0.061 -0.14. 0.17 -0.08: -0.094 0.094 0.04. -0.094
INDUSTRY 0 -0.06! 0.06( 0.19: 0.189 -0.16! 0.204 -0.11! -0.143 -0.027 -0.019 -0.044 0.181 1.00 -0.01] -0.084 -0.04. -0.047 -0.084 -0.017 -0.03! -0.04. -0.08!
INDUSTRY 1 0.2467 -0.11 -0.12: 0.031 -0.219 -0.10! -0.02 .285** 0.209 0.089 0.11! -0.094 -0.017 1.00( -0.063 -0.03! -0.03 -0.06 -0.013 -0.021 -0.03! -0.051
INDUSTRY 2 0.11! 0.104 0.328" 0.2297 0.144 0.099 -0.01 -0.04 0.2267 0.12! 0.13f 0.061 -0.08! -0.06] 1.00 -0.15i -0.174 -0.318*% -0.063 -0.111 -0.154 -0.297*]
INDUSTRY 3 -0.123 0.06 0.153 0.111 0.253 -0.06! 0.011% 0.07' 0.09 0.06! 0.09 -0.14. -0.04. -0.03( -0.15i 1.00 -0.08. -0.15. -0.03! -0.05. -0.07! -0.14.
INDUSTRY 4 0.219 0.311* -0.311*} -0.16! -0.335% -0.333* 0.113 -0.084 -0.585*Y -0.16y -0.376*] 0.174 -0.041 -0.03] -0.173 -0.08: 1.00 -0.164 -0.03: -0.057 -0.08: -0.15§
INDUSTRY 5 -0.179 -0.14] -0.054 -0.209 0.034 0.013 -0.034 -0.04 0.079 0.031 0.15! -0.08: -0.084 -0.06] -0.318*4 -0.15. -0.164 1.00 -0.06 -0.104 -0.15§ -0.288*
INDUSTRY 6 -0.04 0.004 -0.034 -0.164 0.02: -0.01! -0.09! -0.03! 0.031 0.00! 0.034 -0.094 -0.017 -0.01] -0.063 -0.03! -0.03. -0.06 1.00 -0.02] -0.03! -0.057
INDUSTRY 7 0.2597% -0.00]] -0.07 0.303* 0.11i 0.20: 0.430" .310** -0.12 -0.093 -0.20! 0.094 -0.03! -0.02] -0.11 -0.05! -0.057 -0.10! -0.02 1.00 -0.05! -0.09!
INDUSTRY 8 -0.129 -0.233 -0.14. 0.2427 -0.01! 0.03f 0.12! 0.171 -0.06! 0.0713 0.05 0.04: -0.04. -0.03( -0.15: -0.074 -0.08: -0.15. -0.03! -0.05! 1.00 -0.14.
INDUSTRY 9 -0.079 -0.04¢ -0.084 -0.306*"] -0.05, -0.003 -0.231 -0.15 0.06! -0.127 -0.06 -0.094 -0.08! -0.057] -0.297*4 -0.14. -0.159 -0.288* -0.051 -0.09! -0.14. 1.00

*** Correlations significant at 0.05 and 0.01spectively.
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Table 4. Logistic regression analysis of IFRS voluntary adopdeterminants (n=85)

Model (a) full sample Mode (b) without LT Modéd (c) without assets
debt/assets in place
Independent variables E_xpected Coefficient Wald Coefficient | Wald Coefficient | Wald
sign
FOREIGN SALES + 0.010 0.493 0.010 0.588 0.005 0.190
Log ASSETS + 3385 T.778™* 2.085 | 9.323% 2.100 | 11.583%
OWNERSHIP - - 0.006 oosil  -0.015 0.575 -0.005 0.070
CONCENTRATION
DEBT/ASSETS + 0.023 0.873 -0.001 0.001 -0.001 0.001
LT DEBT/ASSETS + -0.166)|  4.953" -0.010 0.138
FIXED ASSETS/ASSETS - 0.113| 8.070™ 0.045 6.173*
ROA + 0.028 0.471 0.032 0.911 0.012 0.153
FOREIGN LISTING + 4.013| 7.527% 3253 | 7.261% 3.099 8.168**
AUDITOR + -1.110 1.165 -0.579 0.526 -0.353 0.226
INDUSTRY 0 -25.198 0.000 -22.981 0.00( -23.72B 0.000
INDUSTRY 1 9.347 0.000 13.720 0.00q 17.200 0.0Q0
INDUSTRY 2 -1.852 2.187 -1.398 1.709 -1.472 2121
INDUSTRY 3 -4.140 3.005* -2.135 1.659 -1.651 1.198
INDUSTRY 4 4,843 3.401* 2.424 1.646 1.664 0.96/4
INDUSTRY 5 -1.924 2.265 -1.902 2.798% -1.554 2.278
INDUSTRY 6 24.949 0.000 24510 0.00( 24.235 0.000
INDUSTRY 7 -11.601 | 8.264%* -8.891 | 9.014* -7.338 6.963%*
INDUSTRY 8 -1.210 0.443 0.004 0.000 0.04% 0.0q1
INDUSTRY 9
Intercept -39.784 8.737 -23.544 11.598 -22.274 12.853

Chi-squarey?) = 62.728 avec p = 0.000

Nagelkerke’'s R= 71.1 %

Number of firms = 85

Chi-squay® € 56.230 avec p = 0.000

Nagelkerke'sR= 65.2 %

***: Significant at 0.01
**: Significant at 0.05
*: Significant at 0.10

Nagelkerke'sR= 59.3 %

Chi-squay® € 49.287 avec p = 0.000
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Table 5. Descriptive statistics and normality test for indegent variables (n=73)

Total (n=73) IFRS (n=20) Not IFRS (n=53) K-Stest for nor mality
two-sample test
(IFRS versus Not
IFRS)
Continuous Mean SD M edian Mean SD M edian Mean SD M edian Expe z-statistic
Variables cted
sign
FOREIGN 0.49
SALES 30.208 28.7114¢ 305000 | 29.430¢ 30.217¢ 29.955( 30.502: 28.415¢ 30.500( + :
Log SALES 10.2593 1.2133 10.4587 10.3442 150451 106749 2102 1.0515 10.4414 + 1211
*%k
Log ASSET: 10.6269 0.9566 10.4597 11.2405 1.04647 112085  95@.3|  0.8170 10.3825 + 1542
OWNERSHIP 0.705
CONCENTRATI | 58.0352 19.8808 611000 | 53.5325 23.9740 56.3000 | 59.7343 18.0698 62.2000 ; :
ON
DEBT/ASSETS | 53.5203 20.9531 56.2300 | 54.1675 21.1966 561100 | 53.2760 21.0596 56.2300 + 0.615
LT 13,5023 14.6990 8.0500 | 17.7205 14.1163 12,5350 | 12.0345 14.7419 6.5600 + 1229
DEBT/ASSETS : : : : : : : : :
FIXED 32.7304 20.9178 27.6900 - 1.754%%
AoSErS/ASSETS|  37-3340 21.7002 345000 | 49.5335 19.2656 45,5600
ROA 0.6668 15.9863 45100 0.2965 13.6555 4.1350 0.8066 16.9011 5.0600 + 0.924
ROEL -18.1642 86.0927 4.0300 -10.7584 42,6450 6.6300  .9520 97.8221 3.9000 + 0.543
ROE2 -3.7075 50.6305 14.1200 -6.2930 41.3542 115300  731B 54.0461 14.1900 + 0.780
Dichotomous
variables
Egﬁmg’\‘ 0.1100 0.3150 0.0000 0.2500 0.4440 0.0000 0.0600 0.2330 0.0000 + 0.737
AUDITOR 0.4400 0.5000 0.0000 0.4500 0.5100 0.000 0.43d0  5000. 0.0000 + 0.061
INDUSTRY 0 0.0300 0.1640 0.0000 0.0000 0.0000 0.000 0.04d0  1920. 0.0000 0.144
INDUSTRY 1 0.0100 0.1170 0.0000 0.0500 0.2240 0.000 0.00d0  0000. 0.0000 0.191
INDUSTRY 2 0.2300 0.4260 0.0000 0.2500 0.4440 0.000 023d0  4230. 0.0000 0.090
INDUSTRY 3 0.0700 0.2540 0.0000 0.0500 0.2240 0.000 0.08d0  2670. 0.0000 0.097
INDUSTRY 4 0.0800 0.2770 0.0000 0.2000 0.4100 0.000 0.04d0  1920. 0.0000 0.618
INDUSTRY 5 0.2500 0.4340 0.0000 0.0500 0.2240 0.000 032q0  4710. 0.0000 1.032
INDUSTRY 6 0.0000 0.0000 0.0000 0.0000 0.0000 0.000 0.00d0 0000 0.0000 0.000
INDUSTRY 7 0.0400 0.2000 0.0000 0.0500 0.2240 0.000 0.04d0  1920. 0.0000 0.047
INDUSTRY 8 0.0700 0.2540 0.0000 0.1500 0.3660 0.000 0.04d0  1920. 0.0000 0.428
INDUSTRY 9 0.2200 0.4170 0.0000 0.2000 0.4100 0.000 023d0  4230. 0.0000 0.101

Notes: *** ** * gignificantly different (two-sidel) at 0.01, 0.05 and 0.10, respectively.
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Table 6. Results of univariate analysis for both groups @RRrsus not IFRS) (n=73)

IFRS firms (n=20) Not IFRS firms (n=53) Student t- i\/g/jnltrr]]ey u- | Chi-square
Mean SD Median Mean sD Median
Continuous variables
FOREIGN SALES 29.4305 30.2179 29.955( 30.5023 28.4156 30.5000 -LH1 NA NA
Log SALES 10.3442 1.5945 10.6749 10.227p 1.0515 10.4414 B650 NA NA
Log ASSETS 11.2405 1.0465 11.2085 10.3954 0.81711 10.3825 NA = 32L05*** NA
OWNERSHIP 53.5325 23.9740 56.3000 59.7343 18.0698 62.2000 - 1L¥92 NA NA
CONCENTRATION
DEBT/ASSETS 54.1675 21.1966 56.110(0 53.2760 21.0596 56.2300 0.161 NA NA
LT DEBT/ASSETS 17.7205 14.1163 12.535( 12.034p 14.7419 6.5600 NA =1843* NA
FIXED 49.5335 19.2657 45.5600 32.7304 20.9178 27.6900 NA | Z=3.105*** NA
ASSETS/ASSETS
ROA 0.2965 13.6556 4.1350 0.8064 16.9011 5.0600 t.£210 NA NA
ROE1 -10.7585 42.6450 6.6300 -20.9589 97.8221 3.9000 0.449 NA NA
ROE2 -6.2930 41.3542 11.5300 -2.7319 54.0461 14.1900 - 0.266 NA NA
Dichotomous
variables
FOREIGN LISTING 0.2500 0.4440 0.0000 0.0600 0.2330 0 OOO(F NA NA | X?=5566*
AUDITOR 0.4500 0.5100 0.0000 0.4300 0.5000 0.000+ NA NA ¥?=0.015
INDUSTRY 0 0.0000 0.0000 0.0000 0.0400 0.1920 0.000+ NA NA ¥?=0.776
INDUSTRY 1 0.0500 0.2240 0.0000 0.0000 0.0000 0.000+ NA NA ¥? = 2.687
INDUSTRY 2 0.2500 0.4440 0.0000 0.2300 0.4230 0.000+ NA NA ¥? =0.045
INDUSTRY 3 0.0500 0.2240 0.0000 0.0800 0.2670 0.000+ NA NA ¥?=0.148
INDUSTRY 4 0.2000 0.4100 0.0000 0.0400 0.1920 0.000+ NA NA ¥ = 5.068**
INDUSTRY 5 0.0500 0.2240 0.0000 0.3200 0.4710 0.000(L NA NA ¥? = 5.730**
INDUSTRY 6 NA NA NA NA NA NA NA NA NA
INDUSTRY 7 0.0500 0.2240 0.0000 0.0400 0.1920 0.000(P NA NA ¥?=0.055
INDUSTRY 8 0.1500 0.3660 0.0000 0.0400 0.1920 0.000+ NA NA ¥ = 2.868*
INDUSTRY 9 0.2000 0.4100 0.0000 0.2300 0.4230 0.000+ NA NA ¥? = 0.059
Notes:

wkxk % significantly different (two-sided) at0.01, 0.05 and 0.10, respectively.

No longer companies in industry 6.
NA : Not Appropriate
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Table 7. Pearson correlations between independent variéibles 3)

FOREIGNFOREIGN Log Log OWNERSHIP |DEBT/ DELl-BrT/ FIXED INDUSTRY|INDUSTRY|INDUSTRY|JINDUSTRY|INDUSTRY[INDUSTRY|INDUSTRY|INDUSTRY|INDUSTRY|INDUSTRY|

LISTING| SALES |SALESJASSETYCONCENTRATIONASSETJASSETYASSETS/ASSET| ROA | ROE1 | ROE2 JAUDITOR] 0 1 2 3 4 5 6 7 8 9
FOREIGN LISTING 1,00 0,014 -0,089 0,16 -0,089 -0,104 0,322*4 0,301*4-0,245 -0,10¢ -0,248 0,137 -0,05! 0,336* 0,014 -0,094 0,374* -0,203,a 0,369* -0,099 -0,184
FOREIGN SALES 0,01 1,00¢ -0,154 -0,12 -0,064 -0,232] -0,03 -0,144 -0,22¢ -0,004 -0,079 0,104 0,071 -0,12 0,174 0,024 0,281 -0,154,a -0,00 -0,269 -0,044
Log SALES -0,084 -0,154 1,00( 0,596*4 0,224 0,308* -0,21 -0,1940,382** 0,239* 0,349* 0,07 0,221 -0,134 0,297 0,111 -0,342* -0,044a -0,06! -0,04 -0,09!
Log ASSETS 0,161 -0,1290,596*] 1,00 0,164 0,334* 0,295 0,327 0,204 0,199 0,214 0,124 0,203 0,04 0,16/ 0,05¢ -0,18 -0,20(,a 0,334* 0,322 -0,318*
OWNERSHIP -0,0894 -0,06 0,22 0,164 1,00 0,14¢ 0,12 -0,014 0,290% 0,114 0,204 -0,12 -0,18 -0,240 0,081 0,256 -0,295 0,01%1a 0,134 -0,034 0,03
CONCENTRATIO
DEBT / ASSETS -0,104 -0,23210,308*4 0,334*4 0,149 1,000 0,272 0,149 0,069 -0,248 -0,094 0,03 0,219 -0,10 0,059 -0,0571 -0,327*4 -0,003a 0,21 0,147 -0,05!
LT DEBT /ASSETY 0,322* -0,034 -0,21] 0,295 0,129 0,272 1,00 0,635*4-0,281°| -0,16] -0,194 0,194 -0,133 -0,02: -0,07! 0,014 0,12: -0,034a 0,447 0,18 -0,246
FIXED 0,301* -0,144 -0,194 0,327*} -0,01 0,149 0,635* 1,004 -0,034 -0,074 -0,09 0,034 -0,144 0,310* -0,084 0,094 -0,054 -0,05. K 0,341* 0,121 -0,15
IASSETS/ASSETS
ROA -0,245 -0,22(¢0,382* 0,20 0,2901 0,069 -0,281 -0,034 1,004 0,441*40,773* -0,293 -0,02! 0,20 0,211 0,104 -0,612*4 0,064.a -0,12 -0,00: 0,06:
ROE1 -0,104 -0,004 0,2391 0,19 0,114 -0,2481 -0,16 -0,0730,441* 1,00( 0,759** 0,007 -0,01. 0,084 0,123 0,07 -0,15! 0,033a -0,08 0,084 -0,12
ROE2 -0,2481 -0,0740,349* 0,21 0,203 -0,094 -0,19 -0,0930,773*| 0,759*  1,00( -0,164 -0,04. 0,114 0,11 0,104 -0,382*} 0,164,a -0,20 0,08 -0,06:
IAUDITOR 0,13 0,104 0,07 0,129 -0,12¢ 0,03] 0,194 0,03¢4-0,293| 0,007 -0,164 1,00 0,19 -0,104 0,101 -0,13( 0,134 -0,123,a 0,099 0,08 -0,134
INDUSTRY 0 -0,05! 0,071 0,221 0,203 -0,18¢ 0,214 -0,13 -0,144 -0,024 -0,01] -0,04] 0,191 1,00 -0,02! -0,093 -0,044 -0,05! -0,094,.a -0,034 -0,04 -0,08!
INDUSTRY 1 0,336 -0,124 -0,134 0,04 -0,2401 -0,10] -0,02 0,310 0,204 0,084 0,114 -0,104 -0,02! 1,00 -0,064 -0,03] -0,034 -0,061,a -0,024 -0,033 -0,06
INDUSTRY 2 0,014 0,174 0,2971 0,16 0,081 0,059 -0,07 -0,089 0,214 0,129 0,113 0,10 -0,09 -0,0694 1,00 -0,144 -O,lGJ -0,315*,a -0,114 -0,14 -0,2921
INDUSTRY 3 -0,099 0,029 0,111 0,054 0,2561 -0,05] 0,01 0,099 0,10¢ 0,071 0,10 -0,13 -0,044 -0,03 -0,14 1,00( -0,08 -0,15%,a -0,05 -0,074 -0,144
INDUSTRY 4 0,374 0,281 4 -018 -0,2951-0,327* 0,12 -0,054 4 -0,154-0,382*4 0,13 -0,05! -0,034 -0,164 -0,08] 1,00 -0,171a -0,06. -0,08 -0,15!

0,342 0,612**

INDUSTRY 5 -0,20] -0,154 -0,044 -0,20 0,017 -0,00] -0,034 -0,05] 0,064 0,03] 0,164 -0,12 -0,09¢ -0,06 -0,315* -0,154 -0,17 1,00¢,a -0,11i -0,1594 -0,303*
INDUSTRY 6 ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a ,a
INDUSTRY 7 0,369* -0,00] -0,0694 0,334*4 0,13 0,219 0,447* 0,341* -0,129] -0,084 -0,20] 0,099 -0,034 -0,024 -0,114 -0,05¢ -0,06. -0,114,a 1,00 -0,054 -0,11
INDUSTRY 8 -0,099 -0,2691 -0,04( 0,322*4 -0,034 0,14] 0,18 0,121 -0,004 0,084 0,089 0,08 -0,04 -0,03 -0,14 -0,074 -0,08 -0,154a -0,05! 1,00 -0,144
INDUSTRY 9 -0,18 -0,044 -0,09(-0,318*4 0,039 -0,059 -0,246 -0,15¢ 0,06y -0,124 -0,06] -0,134 -0,08! -0,06. -0,292 -0,144 -0,15! -0,303*,a -0,111 -0,144 1,00

*** Correlations significant at 0.05 and 0.01spectively.
a. Calculation impossible because at least onalsaris an intercept.
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Table 8. Logistic regression analysis of IFRS voluntary adopdeterminants (n=73)

Model (a) full sample Mode (b) without LT Modéd (c) without assets
debt/assets in place
Independent variables E_xpected Coefficient Wald Coefficient | Wald Coefficient | Wald
sign
FOREIGN SALES + 0.016 0.736 0.014 0.658 0.008 0.239
Log ASSETS + 4.263 5.495** 2.985 | 7.309%* 2.759 8.462%*
OWNERSHIP - -0.037 2.005 -0.038 2.387 -0.031 1.809
CONCENTRATION
DEBT/ASSETS + 0.025 0.740 0.007 0.069 0.001 0.001]
LT DEBT/ASSETS + -0.124 1.924 0.038 1.047
FIXED ASSETS/ASSETS - 0.117 4.872* 0.061 5.384*
ROA + 0.77 1.403 0.066 1.375 0.049 1.164
FOREIGN LISTING + 1912 1.001 1.011 0.443 1.264 0.802
AUDITOR + -1.259 0.892 -0.532 0.270 -0.467 0.236
INDUSTRY 0 -26.980 0.000 -24.870 0.000 -24.712 0.004
INDUSTRY 1 8.677 0.000 13.307 0.000 17.040 0.004
INDUSTRY 2 -2.515 2.395 -1.926 1.935 -1.831 2.013
INDUSTRY 3 -5.731 2.972* -3.591 2.219 -2.396 1.284
INDUSTRY 4 6.193 2.565 3.964 2.184 3.001 1.894
INDUSTRY 5 -3.694 4.131% -3.680 4.334% -3.138 3.919*
INDUSTRY 6 NA NA NA NA NA NA
INDUSTRY 7 -11.742 4.976% -8.719 5.522% -7.431 4.705*
INDUSTRY 8 -2.347 0.862 -1.643 0.495 -2.048 1.012
INDUSTRY 9
Intercept -48.272 5.893 -33.004 8.40p -28.641 8.887

Number of firms = 73

Chi-square)?) = 48.892 avec p = 0.000  Chi-squayd € 46.370 avec p = 0.000  Chi-squay® € 40.417 avec p = 0.001
Nagelkerke's R= 70.6 % Nagelkerke'sR= 68 % Nagelkerke’sR= 61.5 %

***: Significant at 0.01

**: Significant at 0.05
*: Significant at 0.10
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Table 9. Comparison of logistic regression results for IRR&Intary adoption determinants

Mode (a) full sample n=85 Modéd (a) full sample n=73
Independent variables E_xpected Coefficient Wald Coefficient Wald
sign
FOREIGN SALES + 0.010 0.493 0.016 0.736
Log ASSETS + 3.385 7.778*** 4.263 5.495**
OWNERSHIP _ - 0.006 0.081 -0.037 2.005
CONCENTRATION
DEBT/ASSETS + 0.023 0.873 0.025 0.740
LT DEBT/ASSETS + -0.166 4.953** -0.124 1.924
FIXED ASSETS/ASSETS _ 0.113 8.070*** 0.117 4.872**
ROA + 0.028 0.471 0.77 1.403
FOREIGN LISTING + 4.013 7.527*** 1.912 1.091
AUDITOR + -1.110 1.165 -1.259 0.892
INDUSTRY O -25.198 0.000 -26.980 0.000
INDUSTRY 1 9.347 0.000 8.677 0.000
INDUSTRY 2 -1.852 2.187 -2.515 2.395
INDUSTRY 3 -4.140 3.005* -5.731 2.972*
INDUSTRY 4 4.843 3.401* 6.193 2.565
INDUSTRY 5 -1.924 2.265 -3.694 4.131*
INDUSTRY 6 24.949 0.000 NA NA
INUSTRY 7 -11.601 8.264*** -11.742 4.976*
INDUSTRY 8 -1.210 0.443 -2.347 0.862
INDUSTRY 9
Intercept -39.784 8.737 -48.272 5.893

Number of firms = 85

Chi-square (x°) = 62.728 avec p = 0.000
Nagelkerke’s RP=71.1%

***. Significant at the 0.01 level
**. Significant at the 0.05 level

*. Significant at the 0.10 level

Number of firms = 73

Chi-square (x°) = 48.892 avec p = 0.000
Nagelkerke’s R =70.6%
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