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ABSTRACT

This thesis is built around a scientific examination and evaluation of the potential feasibility of
the adoption of International Financial Reporting Standards (IFRS) in Libya. Given the
importance of petroleum in the economy, the study aims to examine the feasibility of IFRS for
the oil and gas industry by exploring the opportunities and challenges of this transition. In
achieving the aim of the study, a thorough analysis of the potential benefits and challenges has
been conducted, using an exhaustive survey consisting of semi-structured interviews and
structured questionnaires. The new institutional theory (NIT) has been used to understand the
impact of external pressures on the adoption of IFRS in developing nations in the Middle
Eastern and North African region which includes Libya. The external pressures explored in
this work are from the institutions like the IMF and the World Bank. Furthermore, the lens of
the NIT is also used to explore the challenging impact of internal pressures on IFRS adoption.
These factors include administrative, legislative, and cultural environments. Based on the
application of a mix of qualitative and quantitative approaches, the study has demonstrated a
better explanation of the adoption of high-quality accounting practices like IFRS in the case of
Libya. The examination and evaluation of the results obtained from the questionnaire and
interviews, offered in several chapters, surfaced several interesting findings. Firstly, the scores
attached to different benefits of IFRS adoption showed to be significantly higher than those of
challenges; hence yielding a positive net benefit for IFRS, whereas, interestingly the language
of the IFRS is not challenging anymore as IFRS has been adopted by many countries and it has
been translated to many different languages. Furthermore, a comparison between the Libyan
accounting system and IFRS is also presented highlighting the proximity of accounting practise
in the extractive industries in Libya to that of international practises. Secondly, as primarily
derived from the interviews, it became evident a complex number of cultural, political, and
economic factors have been responsible for the severe delay in the decision on adoption of the
international accounting standards in the country. Although factors such as legal issues were
highlighted by some interviewees, almost all interviewees blamed the two professional bodies
(LAAA and LAB) as the main sources of delay. Finally, having considered the responses by
the interviewees, the issue surrounding incompatibility and inconsistency of the Libyan local
laws was regarded as another vexing factor responsible for delays in the adoption of
international standards. On the issue of inconsistency and lack of transparency of the Libyan
commercial law, the survey revealed that the existing Libyan commercial law has been a severe

burden in the way of the adoption of international standards.
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CHAPTER One : Introduction and Overview

1.1 The Background

With an intent to overcome inconsistencies in accounting worldwide, methodical and
meticulous accounting principles were created by the International Accounting Standard Board
(IASB) in 2003. Thus, the so-called International Financial Reporting Standards (IFRS) were
made, offering a simple and easily understandable set of accounting principles (Almansour,
2019). Organisations operating in the European Union were instructed to use IFRS for their
financial reporting by the end of 2005, followed by several developing countries (Cherti and
Zaam, 2016). This meant that IFRS adoption would automatically supersede the local

standards.

Apart from its comprehensiveness, the IFRS adoption is deemed to offer standards that are
easily understood and accepted by investment markets worldwide (Alsuhaibani, 2012). This
means that not only does the IFRS bring comparability, but such principles also help improve
transparency, hence making developing economies more attractive to international investors
(Laga, 2013; Bischof and Daske, 2013; Elhouderi, 2014; Masoud, 2016). On the other hand,
many factors have been identified by several studies which may undermine or delay the process
of adoption of IFRS in developing countries. Cultural, political, and economic factors can cause
difficulties in harmonising accounting standards (Tyrral, Woodward and Rakhimbekova, 2007;
Alkhtani, 2012; Zakari, 2014; Nurunnabi, 2017). Costs associated with adoption, redesigning,
consultation, retraining, have also been regarded as challenging issues facing a large number
of developing countries (Alsuhaibani, 2012; Elhouderi, 2014; Almansour, 2019). Last but not
least, religion being a subset of environmental factors, has also been reported as one of the
parameters that can impact the adoption of IFRS. Regarding the Arab countries, the presence
of the Sharia Law, particularly those relating to riba and zakat, makes them incompatible with
IFRS (Irvine, 2008; Alkhtani, 2010).

The relevant theoretical framework for the choice of adoption of IFRS falls within the domain
of the so-called new institutional theory (NIT), which advocates that institutional pressures can
play an important role in leading countries to adopt these standards (Irvine, 2008; lbrahim,
2014; Nurunnabi, 2015). Thus, this study investigates the impact of enforcement from the
institutions like the World Bank and accounting organisations using the lens of NIT in their

role in adopting IFRS in developing countries in the Middle East and North Africa and Libya.




Furthermore, the purview of NIT is also used to investigate various internal components, which
include administrative, legislative and cultural factors that can contribute to the possible
challenges in adopting IFRS. A few studies have been conducted on the potential challenges
and benefits of IFRS adoption in the context of Libya (Handley-Schachler, 2012; Lega, 2013;
Elhouderi, 2014; Masoud, 2014; Zakari, 2014; Faraj and El-Firjani, 2014; Bayoud, 2015;
Khaled; 2016 Binomran, 2021); whereas, the first four studies used just secondary data, on the
other hand, the rest used primary data to get to a conclusion, but there was no theory used in
all of them. However, based on the previous studies, the current research attempts to apply the
NIT and use a comprehensive survey to explain and evaluate the potential benefits and
challenges of IFRS adoption in Libya with special reference to the petroleum sector. These

studies are critically discussed in detail in (section 2.12).

1.2 Research Motivation and Problem

Although the adoption of the IFRSs has been extensively investigated in developed economies
(Masoud, 2014; Zakari, 2014; Bayoud, 2015), limited research on this topic has been conducted
in developing economies (Laga, 2013; Faraj and El-Firjani, 2014). The problem of the study
arises from the lack of IFRS adoption-based literature in the context of Libya. While more than

160 countries worldwide have already adopted IFRS, Libya still has not considered this.

Libya is a particular case; this is a developing country rich in oil and gas resources and focuses
on foreign direct investments in oil and gas and other economic sectors. The literature points
out that previous similar studies have focused on the general challenges of adopting IFRSs in
Libya. However, the benefits of adopting IFRS by Libyan corporations seem to have been
under-researched and investigated. Therefore, a closer look into the Libyan case with a focus
on the largest economic sector, oil and gas, is vital. Furthermore, previous studies were not
focused on certain industries and seemed not to have used a representative enough range of
data. Therefore, this study seeks to offer a clearer picture of the benefits and challenges of
adopting IFRS in the Libyan oil and gas industry and make recommendations regarding this

adoption to both the Libyan oil and gas industry and other economic sectors.

Kosonboon (2004) stated that financial and accounting information is still difficult to trust in
developing countries. There is a great demand for investors and foreign capital to be attracted
to these countries. Therefore, determining the challenges and the opportunities that could affect
the adoption or non-adoption of a uniform set of accounting standards such as International




Financial Reporting Standards (IFRS) and their principles requires a multi-faceted approach
(Zeghal and Mhedhbi, 2006).

As Zeghal and Mhedhbi (2006) stated in their study, there is a lack of research and investigation
regarding the adoption of IAS in emerging economies. On the other hand, the majority of
research concerning this phenomenon has been conducted in developed countries. As a result,
there is an urgent need for research and investigation in emerging economies to identify and
understand the factors that encourage these emerging economies to adopt and implement IFRS

to facilitate their markets for foreign investors and foreign capital.

In recent years, corporate financial reporting practices have been under development and
changed worldwide, which is particularly significant in developing countries. Although there
has been no agreement regarding using a unified accounting system for emerging economies,
the adoption of International Financial Reporting Standards was viewed as an appropriate
accounting system that could enhance the growth of the economy in contexts. Therefore, there
is an urgent need for emerging economies such as Libya to adopt and implement those
standards (IFRS).

Based on the above discussion, this research will be looking at a combination of different
variables that are potentially likely to affect the adoption of IFRS in Libya. This study attempts
to understand the basic reasons behind the late adoption and implementation of IFRS in Libya.
This study will attempt to identify the challenges and opportunities that could explain the
adoption of IFRS by emerging economies with Libya in focus. This understanding will help
organisations and decision-makers, including governments, professional regulatory bodies and
financial markets regulators, overcome obstacles to IFRS adoption and facilitate the way for

foreign investors.

1.3 Scope of the Study

By the end of 2018, it was reported that up to 166 countries had either partially or fully adopted
IFRS (Almansour, 2019). In 2006, through a parliamentary decree, the Libyan government and
businesses were allowed to explore the possibility of adopting IFRS. It was initially assumed
that the two main professional bodies, namely, the Libyan Accounting and Audit Association
(LAAA) and the Libyan Audit Bureau (LAB), would openly and enthusiastically explore the
opportunities and challenges of adopting IFRS. However, since then, nothing much has
happened. The local businesses and professional accountants appear to have shown very little

interest in deviating from the local accounting practices and moving to a higher quality




financial reporting standard (Algeru, 2011; Aldrugi, 2013). In short, the internal forces have so
far managed to exhaust the external pressures and hence delayed any serious attempt to explore

the possibility of IFRS adoption in Libya.

In light of this information, the current study attempts, using a comprehensive survey, to open
up new evidence in the examination of the potential opportunities/benefits and challenges of
adoption of IFRS, with a special reference to the oil and gas sector. In doing so, the research
pays a special reference to internal factors that have caused delays in the process of adoption
of the IFRS in the country.

1.4 Research Questions

In order to fulfil the aim of the research, the following questions must be addressed, and

relevant answers must be found:

1. How do the current Libyan accounting practices for the oil and gas industry compare

with those under international accounting standards?

2.  What benefits would IFRS adoption bring to the Libyan oil and gas industry and the

economy as a whole?

3. What challenges would IFRS adoption face in the Libyan oil and gas industry and the

economy as a whole?

4. What are the main causes of delaying the adaption of IFRSs in Libya?

1.5 Research Aims and Objectives

This study is mainly aimed to examine the existing accounting standards in the sector of oil
and gas in Libya and critically analyse the feasibility of the shift from using the Libyan
accounting standards to the adoption of IFRS. In particular, the study aims to examine the
feasibility of IFRS for the oil and gas industry by exploring the opportunities and challenges
of this transition. In achieving the aim of the study, the following objectives must be met:

» To critically examine the Libyan National Accounting practices and IFRS practices.

» To identify the benefits for Libya’s economy of adopting IFRS in one of the most
important industries in Libya (oil and gas).

» To explore the challenges of adopting IFRS by the Libyan oil and gas industry.




> To identify the reasons for delaying the adoption of IFRS in Libya and the factors
affecting the adoption.

1.6 Research Methodology

Research Methodology is generally referred to as a scientific process adopted in research to
investigate the research problem under consideration (Saunders, Lewis and Thornhill, 2007).
In satisfying the thesis's aim, objectives, and questions, the philosophy applied in this study
relates to both inductive and deductive using a mixed approach. The application of mixed
methods will offer a broader view regarding perceptions and attitudes towards the adoption of
international accounting practices like IFRSs in the case of Libya (Masoud, 2016). Thus, in
consideration of the research questions regarding perceptions about IFRS and important factors
affecting its adoption in the context and nature of the research being inductive, the study
generated qualitative and quantitative data collection methods, employing a survey consisting
of both questionnaires to observe the wider perception and considered factors as well as

interviews in understanding these perceptions and their motive.

Throughout the research process, the mixed technigue allows respondents to have a greater say
and share their opinions, which could help in emerging new perspectives and factors of
investigation. Data from mixed methods could also provide strong evidence from in-depth
investigation to answers to the research questions. Consequently, the application of mixed
methods can potentially produce more reliable and enriched data and offer deeper and more

reliable findings (Silverman, 2013).

In order to answer the first research question, an overview of the international and Libya
accounting practices is discussed in the following chapter, then to gain a deeper understanding
of the two practices and any similarities and differences, this is done by the interview data

analysis and literature review discussion in chapter four.

Also, to answer research question two (to highlight the potential benefits of the adoption of
IFRS in Libya) and question three (the challenges facing the country when considering the
adoption) as well as to address (the main causes of delaying the adaption of IFRSs in Libya).
The answer is derived from the analysis of the findings of the questionnaire and interviews.
Relevant statistical techniques are presented in dealing with the conclusions of the
questionnaire. Furthermore, the descriptive analysis of the interviews is also presented. All this

is present in chapter five.




1.7 Significance of the Study

First and foremost, having reviewed the literature relating to IFRS adoption in developing
economies, significant literature has been found to primarily dwell on the consequences and
impact of the adoption of IFRS, leaving the factors impacting the adoption of the IFRS
relatively unexplored (Madawaki, 2012; Almansour, 2019). Moreover, most of these studies
appear to be descriptive in nature and hence offer very limited evaluative evidence of the costs
and benefits of IFRS adoption (Zakari, 2014; Elhouderi, 2014; Almansour, 2019). Besides, the
last genuine study of the adoption of IFRS in Libya was conducted in 2016; since then, some
significant changes have occurred in the country's political, economic, and social

environments.

Second, the current study attempts to use a comprehensive survey to explore the potential
challenges and opportunities arising from the adoption of IFRS in general and in particular in
the sector of gas and oil. Lastly, the findings derived from the interviews will comprehensively
identify, examine, and evaluate the factors which have caused a severe delay in the decision on

adoption of the international accounting standards in the country.

1.8 Overview of the finding

The examination of Libyan accounting practices highlighted the lack of a well-established
method and rigour to make accounting decisions. On the contrary, the professional choice made
by the individual preparing the accounting reports is seen as the general way of accounting.
The comparison of LPL with IFRS with an intent to understand the accounting practises in
Libyan extractive industries highlights that the information of the financial statements required
by stakeholders of the oil and gas industry in Libya is different from that of developed countries
as the investors are very different in two cases. One of the main differences between the two
practices is that oil and gas companies are not permitted to deduct acquisition costs from their
accounts as per LPL, but international methods (SE and FC) recommend such costs should be
capitalised. Also, the evaluation of inventories in modern international accounting standards
does not use the last-in-first-out method while it is still available to the accountants in Libya
under Libyan GAAP.

A large majority of respondents are in agreement that IFRS will be beneficial for Libya. The
highest score of 4.26 was assigned to the transparency and reliability benefits of IFRS. In
addition, all respondents were unanimous in the view that there would be benefits to the country

and the public as a whole. Whether from the LAB, LAAA, or the overall economy, the




interviewees stated that the adoption of international standards could significantly improve

Libya's inconsistent, unclear, inaccurate, and non-transparent accounting standards.

On the other hand, the main two challenges that which findings do strongly tally with the
literature are the concern about the need for staff training to become familiar with IFRS.
Concerns have also been expressed with the legal structure and commercial laws in Libya, with
scores varying between 3.92 and 4.09 respectively. However, as evident from the adoption by
many Arabic nations and the interview responses, language, which was once believed to be a

primary barrier to adopting IFRS, is no longer a big concern.

Finally, the main sources of delay come from the two professional bodies (LAAA and LAB),
these associations are blamed for having been the main source of a hindrance to the process of
adopting and implementing the new standards. As they are incompetent, weak and out of touch

with the real world. More details of these findings can be found in chapters four, five and six.

1.9 Structure of the Thesis

This thesis is divided into seven chapters. These chapters are explained in the following

paragraphs.

Chapter 2 presents the Libyan environment covering several demographic, political and
economic characteristics of the country. Furthermore, this chapter includes a significant
background to the local accounting standards concerning the Libyan petroleum sector’s
standards and practices. Also, this chapter presents an overview of the accounting history and
harmonisation, paying attention to the development of the IFRS by international bodies and its
adoption in developed countries. Furthermore, this Chapter offers a detailed literature review
surrounding the adoption of IFRS in developing countries, with a special reference to the case
of Libya. Opportunities and challenges facing developing economies, particularly those
relating to cultural, educational and legal aspects, have been explored. Furthermore, a detailed

reference is given to the new institutional theory and its framework in formulating these issues.

The entire methodology of the study is presented in Chapter 3, which includes the philosophy,
design, strategy, and approach of the research in achieving the thesis's goal, objectives, and
questions. In addition, a pilot study is used to show the questionnaire structure and semi-

structured interviews.




Chapter 4 looks at the analysis of the respondents to both the questionnaire and the interviews.
In doing so, references are made to the examination of the main differences and similarities
between the IFRS and the GAAP.

Chapter 5 discusses the potential benefits of the adoption of IFRS in Libya derived from the
analysis of findings of the questionnaire and interviews. Relevant statistical techniques are
presented in dealing with the conclusions of the questionnaire. Furthermore, the descriptive
analysis of the interviews is presented. Also, this Chapter offers an analysis of the challenges
facing the country with the adoption of IFRS. The findings have led to the evaluation of many

significant challenges, particularly those relating to culture and politics.

Chapter 6 is devoted to presenting the overall evaluation of the findings by addressing the net
benefits arising from the research. In particular, this chapter draws one’s attention to major
issues facing the country’s decision on the adoption of IFRS, such as accounting education, the
role of the professional bodies, the presence of Islamic Law, and the current political instability.

Finally, chapter 7 offers the final concluding remarks of the thesis. In doing so, it presents the
final verdict on the findings, the implications and recommendations arising from the study and
the limitations of the research. The chapter highlights several contributions of the study along

with some areas upon which future research could concentrate on.




CHAPTER Two : Libyan Environment, Overview of
Accounting history and Harmonisation and
literature review.

2.1 Introduction

This chapter attempts to present the Libyan economy's characteristics and features, specifically
the laws and practices in accounting in the oil and gas sector. In doing so, firstly, an overview
of the general demographics of the country is presented in Sec.2.2, followed by a rather brief
historical and political economy of Libya in Sec.2.3. Next, special attention is given to several
aspects of accounting practices, laws, and accounting bodies in Libya. This part also discusses
the main differences between the existing Libyan accounting standards and practices and those
of the IFRS.

Also, this chapter discusses the evolution of accounting, its brief history and accounting
harmonisation. Also, the history of IFRS and the international organisations and their roles
in IFRS acceptance are explained in this chapter. Finally, this chapter presents the aspects
related to adopting IFRS in developed nations, including the benefits and obstacles observed
in the case of the developed countries that have embraced the IFRS.

Before addressing the theoretical and conceptual foundations behind the current study, this
chapter reviews the existing literature on the adoption of IFRS in developing markets, including
Libya. IFRS adoption in developing countries is explored in section 2.11, followed by the
literature focusing on Libya and IFRS adoption. The opportunities and challenges of adopting
IFRS in developing economies are presented in the sections followed (2.13 and 2.14)
respectively. At the same time, the 2.15 section will explore the factors affecting the adoption
of IFRS in developing economies. Finally, the theory and conceptual framework will be

presented.

2.2 An Overview of The Libyan Demographics

Located in north-central Africa, Libya is the fourth biggest country in the continent by area. It
is around 1.7-million-kilometre squares (World Bank, 2021). Whereas the west borders are
shared with Algeria and Tunisia, the south and south-east with Niger as well as Chad, and the
north-east with Egypt. The Mediterranean Sea and the Sahara Desert are two of the country's
most striking natural features. Nearly 95% of Libya's terrain is desert or semi-desert, according
to the World Bank (2021). As a result, the sea and the Sahara impact the climate.




The country's current population stands at around 6.9 million, giving a population density of
10 per square mile (World meters, 2021). According to the World Bank (2021), over the past
50 years, the population of Libya has grown at an average annual rate of 3.5%, significantly
larger than the average among African countries. However, based on the United Nations
forecast, the population is expected to grow at a much lower rate of around 1% per annum for
the next thirty years (UN, 2019).

Figure 2.1Error! Reference source not found. demonstrates the historic and forecast size of

the population since 1970.
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Figure 2.1 Population of Libya 1970-2050 (UN, 2019)

Nevertheless, relative to the size of the country, the population density is one of the lowest in
the region. Naturally, the major cities, such as Tripoli, Benghazi, Misratah and Tarhuna have a
much larger population density of between 30 and 40 persons per square mile. Of the total
population, nearly 78% live in major cities and the remaining form the nomadic tribal
population (World FactBook, 2020). Men represent just over 51% of the population, with a life
expectancy of 73 years.

It is reasonable to claim that Islam has shaped nearly all cultural values and attitudes in Libya;
since the people of Libya appear to adhere strictly to Islamic norms and values, both at work
and at home (Jones, 2008). The idea of one Arabic nation as a substitute for the Western way
of living appeals to many younger generations since Arabic culture is still so firmly ingrained
in society (Obeidi, 2001).
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The country's formal language is Arabic, even though Italian and English are understood by a
small percentage of the urban population (Alshbili, 2016). The colonisation of Libya by Italy
meant that the Italian language became compulsory. However, since the defeat of the Italians
in 1945 and the arrival of the Allied Forces to the country, the Italian language has demised
across the country. On the other hand, due to the growth of businesses and links with
international bodies, the English language has grown momentum in the country, particularly
since the early 21% century (Aldrugi, 2013; Alshbili, 2016).

Due to its extremely strategic geopolitical location, Libya has always faced invasions and
colonisers. Its colonisers include Ottomans, Italians, Carthaginians, Spaniards, Phoenicians,
Greeks, Byzantines and Romans. In more recent history, Libya was ruled by the Ottomans from
1551 to 1911 and by the Italians from 1912 to 1943. Following the conclusion of World War
Il and the defeat of the Italians by the Allies in 1945, the country was managed by troops from
the French and British. Libya was finally designated as an independent monarchy in late 1951
(Saad, 2015).

Libyan society is primarily founded on traditional and conservative values with a strong tribal
influence. The tribal influence is seen in the composition of the society and communities which
consists of a small independent family unit to the clans (Jones, 2008). In this societal
composition, loyalty to one’s region and tribes is paramount; therefore, this allegiance is
expected in all spheres of society as favouritism towards one’s tribe. This is described as wasta

in the Libyan colloquialism Abdullah (1999).

2.3 Political Economy of Libya: A Short Historical Overview

Following the administration handover from the Franco-British to the Libyan government back
in the early 1950s, the Kingdom of Libya was established. The early 1950s also saw the
successful discovery and extraction of oil in the northern regions of Libya (Allan, McLachlan
and Penrose, 1973). Following the joining of OPEC in 1961, Libya became one of the main oil
exporters, enabling the country to generate an annual Gross Domestic Product (GDP) growth
rate of around 20% for a decade (Wright, 1982). By the end of 1969, the oil revenues had
reached just over $1.2 billion, turning Libya into the richest country in Africa (El-Fathaly and
Palmer, 1980). Now around 47 companies and institutions operating in the Libyan oil and gas

sector (see Appendix b)

For better or worse, Libya began its new life following the military coup led by Colonel

Muammar Qaddafi in September 1969 which echoed the end of the monarchy. The military
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government proclaimed the Libyan Republic, and the county was controlled by the
Revolutionary Command Council. In addition, people’s Committees were founded in June
1973 after Colonel Qaddafi gave a long speech in which he claimed to have taken control of
the nation. As described by Qaddafi in his Green Book, where he profound what is called the
"Third Universal Theory,” the notion of Jamahiriya (Republic) sought to establish socialist
people's Libyan Arab state through an organisational framework that provided and allowed for

direct democracy to be practised by its citizens (Allan, McLachlan and Penrose, 1973).

Once the revolutionary government took power in 1969, it became clear how crucial oil
production and exportation were to the country's economy as a whole. Although the regime
appeared to be adamant about diversifying the economy away from oil dependency, the reality
was that without oil revenues, the ambitious infrastructural investment and development plans
would have been impossible to achieve (El-Fathaly, 1986). Following the nationalisation of
many petroleum industrial activities back in the early 1970s, the demise of the private sector
began to surface. Despite the emergence of several rather successful state-owned industrial and
agricultural projects, the economy’s underlying growth began to slow down by the early 1980s

(Kilani, 1998).

In a nutshell, all businesses, small or large, were under the control of the government by the
end of the 1970s. By the end of the 1980s, even the agricultural planning and food self-
sufficiency projects - the jewel in the crown of the revolutionary government — had failed to
deliver the success that the state had hoped. Billions of dollars worth of agricultural support to
farming cooperatives and tribesmen settlers for over 15 years making the government’s

objectives unable to be achieved (Gwazie, 2004).

The 1980s decade brought misery to Libya. Firstly, the oil prices, which had been primarily
responsible for the economic growth and development of the country, began to decline sharply.
Second, in the late 1980s, the US accused Libya of involvement in terrorist and anti-US actions,
including the 1988 Lockerbie event. The US and UN imposed severe economic and political
sanctions on Libya for nearly 15 years. In 2003, Colonel Qaddafi committed to compensating
all Lockerbie victims' relatives in a Libyan-Western deal; Consequently, Libya officially
opened up to the West in 2003 (Aldrugi, 2013). However, a wave of protests and military
uprisings backed by the world culminated in Qaddafi's collapse in October 2011. The autocratic
administration of Qaddafi, which ruled Libya for just over 41 years, harmed society and halted

development and progress (Saad, 2015).
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The economy's overall performance before and after the 1969 revolution and up to the end of
the Qaddafi era can be summarised in Table 2.1. Given that the main aims of the revolutionary
government were to develop the industry/mining the agriculture and deviate gradually from the
petroleum activity, the table demonstrates that in all aspects, the government of Qaddafi had
failed to achieve these objectives. The pre-revolution share of agriculture is shown to have
dropped once the oil exportation occurred in the mid-1960s. The post-revolutionary period up
to 1985 saw slight improvements in shares of industry and agriculture from GDP. However,
since 1990 the agriculture and industry sectors have been seen to be shrinking significantly
whilst the petroleum sector has been steadily growing. These findings suggest that the regime
failed to diversify away from petroleum-based activities and performed miserably in improving

the industry and mechanised agriculture.

Table 2.1 Sectoral Distribution of GDP: Libya, 1960-2010

Year Agriculture Petroleum Industry Others
1960 25.2 7.0 4.2 63.6
1965 10.8 52.3 31 33.8
1970 4.5 82.0 2.6 10.9
1975 5.8 80.5 7.8 6.0
1980 7.5 65.5 12.2 14.6
1985 7.0 67.2 12.0 13.8
1990 6.8 66.0 11.8 13.4
1995 5.5 68.0 11.2 15.3
2000 4.6 69.2 10.5 16.7
2005 3.0 67.7 8.3 21.0
2010 3.2 74.0 1.7 15.1

Sources: Central Bank of Libya, several years.

The oil sector has been accounting, on average, for up to 90% of government revenues and
well over two-thirds of GDP (OPEC, 2014). On 12 November 1970, under Law No24, the
Libyan Government established the National Oil Corporation (NOC) to be responsible for oil
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and gas activities, for example: giving exploration licenses (Aldrugi, 2013; Allan, McLachlan
and Penrose, 1973). However, due to its international networking and standards, the petroleum
sector in Libya has benefited from a large number of international legal and administrative
practices since the early 1960s.

Sadly, the post-Qaddafi era to date has been tainted with uncertainty, conflicts and civil war.
As a result, the first government since 2012 has been paying much greater attention to the
country's political stability and regional security. It has been unable to allocate resources to
socio-economic development plans and organisational reshuffling in all aspects of business and

public services (Chivvis and Martini, 2014).

2.4 Accounting in Libya: Standards, Regulations and Practices

The first attempt at introducing a set of commercial and financial laws began to emerge
immediately after the independence of 1951. Prior to that, most practices in all aspects of
commerce and accounting were based on some ad hoc and inconsistent standards in place by
the foreign occupiers (Aldrugi, 2013). However, with the discovery of oil and the ever-growing
need for domestic and foreign investment projects, the urge to develop internationally
compliant accounting services became more evident. In meeting this requirement, the
government had to issue temporary licences to firms in the oil and gas industry, enabling them
to offer appropriate accounting services (Bait EI-Mal, 1973).

2.4.1 Regulations and Standards

Since independence, many regulatory measures have been introduced in Libya, primarily to
aid the social and economic standards. In particular, since the discovery of oil and gas, a large
number of such regulatory measures have been designed to safeguard and improve the standard

of oil-related activity in Libya.
2.4.1.1 Libyan Petroleum Law (LPL)

In 1955, the Libyan Government established the so-called Libyan Petroleum Law, containing
14 Articles. Where, petroleum is considered to be the property of the Libyan state, according
to Article 1 of this law and all the exploration or yield must be conducted, authorised or
permitted by the state (Alshbili, 2016).

The main pillar of LPL was deliberating the most effective way for the government to control
the ownership and financial aspects of petroleum. Regarding the taxation on concessionary

activity, Article 14 of LPL clearly states that operating companies are subject to income and
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other taxes under the Libyan tax structure but are exempt from any other municipal or
government taxes (Otman, 2006). Furthermore, the 2nd paragraph of the Article permits such
companies to allow one-sixth of the value of export of crude oil as royalty and all other
expenses (fees, rent and income tax) in their statements. Finally, this Article permits
concessions to depreciate their assets at a fixed rate of 10% and amortisation of capital at a rate
of 5% annually (Eldanfour, 2011). The LPL has also paid special attention to general and
specific production-sharing agreement (EPSA) items.

Furthermore, under this law, accounting requirements and rules are presented, clearly
explaining the details regarding the presentation by firms of their profits and incomes after
subtracting operating expenses and depreciation (Article 14: p. 18). Moreover, in bringing the
accounting practices in line with the international principles in petroleum activity, the same

Article requires firms to follow American and British standards (Saleh, 2001).
2.4.1.2 Nationalisation and EPSA

Following the revolution of 1969, the new government rushed with the nationalisation of all
activities by early 1970. As a result, the National Oil Corporation (NOC) was created in March
1970, replacing the so-called Libyan General Petroleum Corporation (Pongsiri, 2004). The
main mandate of NOC was to extend its participation with oil companies in the production and
exploration of oil and gas fields (John, 2007). Following the establishment of NOC, new
agreements were drawn, which in the case of Libya are referred to as EPSA (Exploration and
Production Sharing Agreement).

In early 1974, following a surge in oil prices, the Libyan government realised that the old EPSA
would only increase the international oil companies’ profits at no financial gain to the state.
Therefore, the government decided to redraw the old agreements and develop a new contract
with oil companies. Hence, the first forms of EPSA were issued with the main aim of drawing
contracts with the international oil companies on a fixed percentage of output, negotiated on a
case-by-case basis (Bruce St John, 2007). Since then, any EPSA issued by the Libyan
government has been based on some developments in the international economic and political

environment within the petroleum activity.

EPSA | became available between 1974 and 79 for international oil companies wishing to
participate in exploration, production and exportation. The main objective of EPSA | was for
the 10Cs to transfer 51% of the share to NOC. Once the second oil shock happened, the Libyan
government issued EPSA 11 in 1980, lasting up to 1987, primarily to control oil supply and
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reserve replacement ratio (Bruce St John, 2007). Moreover, the main difference between EPSA
| and EPSA 11 was that the latter introduced varying profit shareholdings based on the location
of the fields. Under EPSA 11, for example, the share assigned to I0Cs was a mere 15% for top
locations, whilst the medium-low quality fields offered up to 25% share to I0Cs (Otman and
Bunter, 2005). Even though it managed to attract ten contracts consisting of 13 10Cs, EPSA
I, on the whole, failed to solve the lack of basic exploration and extraction targets.
Furthermore, the significant fall in oil prices in the mid-1980s, coupled with the imposition of
the US sanction, meant that it would not have been financially viable for IOCs to invest in the

Libyan petroleum industry (Otman and Bunter, 2005).

Following the painful experiences of the Libyan petroleum industry in the 1980s, the
government introduced EPSA 111 in 1988, offering Western 10Cs attractive incentives for cost
recovery (Bahgat, 2004). In particular, EPSA 11l offered 10Cs attractive profit shares of up to
30% for on-shore and 35% for off-shore activities. EPSA 111, which existed between 1988 and
2003, managed to award up to 47 contracts (Vandewalle, 1998). Finally, with the lifting of the
UN and US sanctions on Libya, NOC was encouraged to introduce another joint agreement,
EPSA 1V, in 2005. EPSA 1V is an innovative form of agreement based on bidding. Under this
scheme, the 10Cs with the highest bids (shares of profits to NOC) would win the contract
(Bruce St John, 2007). The EPSA IV, which has been in existence up to the present time, comes
with an anti-corruption mechanism whereby 10Cs are advised to submit their bids directly to
NOC, preventing state-run companies from being involved in the bidding process (Bruce St
John, 2007; Eldanfour, 2011).

Therefore, under the EPSA 1V principle, the NOC receives the highest possible share of profit,
and the I0Cs pay for all the costs for five years. In return, the NOC maintains exclusive
ownership of the fields and makes payments of royalty on behalf of the 10Cs (Eldanfour, 2011).
Another benefit accrued to Libya from EPSA 1V is that it includes a clause whereby the 10Cs
involved must provide an on-site training programme for Libyan nationals, aiming to create a
new generation of experts in exploration and production processes (Aldrugi, 2013). Between
2005 and 2011, EPSA 1V managed to attract up to 170 companies to register their interests;
secured well over 30 exploration and production contracts with oil companies worldwide, with

nearly 30% of such contracts taken by the American firms (Aldrugi, 2013; Pereira et al. 2020).

After years of neglect, civil war and weak governments, Libya has now begun to emerge with

full control over the oil business. World Oil (2021) reported that the country is currently
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pumping up to 1.3 million barrels a day, intending to increase production to around 2 million
barrels a day within the next four years (World Oil, 2021). In attracting more 10Cs to invest in
the petroleum industry, the NOC is expected to offer EPSA IV, which has proven to be fairer
to bidders and the country as a whole, alike.

2.5 Accounting and Audit Regulations

The wave of nationalisation in the early 1970s meant that most accounting and audit offices
were taken over by the government (Aldrugi, 2013). The first attempt at regulating and
standardising the accounting and audit activities in the country emerged in 1973 under Law
116, particularly stressing practitioners to be qualified with appropriate academic qualifications
and working experience (Shareia., 2014). Subsequently, in 1975, the two associations were
established. Early 1975 saw the establishment of the Libyan Accounting and Audit Association
(LAAA), overseeing the implementation of international accounting practices in the country.
The second association, following Law 79, an independent audit body, referred to as the Libyan
Audit Bureau (LAB), was also established in 1975 (Eldanfour, 2011). The LAB had the delicate
task of inspecting the practices in accounting and auditing in public sector companies. This
meant that the private sector, no matter how small or large, was left uninspected and unattended

by the new accounting regulation (Aldrugi, 2013).

By the early 1980s, as the LAB was overwhelmed by unprecedented amounts of auditing and
supervision, it decided to invite auditors from the private sector for assistance. In return, the
Bureau agreed to classify and remunerate a large number of private businesses (Ali, 2005). To
improve accounting and auditing standards, the Law 11 of 1996 gave LAB a new power to
oversee and prosecute any public institution found to be engaged in financial corruption or
irregularities Al-Arabi and Darwish (2003). From the late 1990s to 2005, the government
introduced a series of Articles and by-laws aiming to enhance and further improve accounting
and auditing standards in public and joint-stock companies. In particular, Article 25 of Banking
Law 1 clearly states that both the Central bank and the commercial banks must conform to
international standards, and their accounts must be available to the LAB for final auditing

inspection (Shareia, 2014).

2.6 Practices and Performance

Accounting practices and performance must be carefully examined against the regulations and
laws introduced in Libya since the 1950s. Many research outputs have been devoted to

measuring and evaluating the extent of implementation of accountants and auditors in Libya,
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particularly concerning conformity with international accounting standards. Here references
are made to a small number of such studies. One of the earliest studies by Bait EI-Mal (1990)
reported some significant differences between companies pertaining to the Libyan standards in
publishing and reporting their accounts. This study also finds that a large majority of companies
examined did not follow even the most basic rules in accounting and reporting. In short, the
study's findings imply that a large number of Libyan companies had miserably failed to follow

international financial standards and practices.

The study by Sratee (2002), based on an examination of 13 public-owned manufacturing
companies, has reported malpractices in accounting, reporting and found inconsistent reporting
dates to auditors. Furthermore, the study finds that almost all of these companies have failed to
report their cash-flow accounts. On the other hand, Al-Arabi and Darwish (2003) have
examined the appropriateness of accounting standards and practices in private companies in
Libya. The study reports several inaccuracies and inconsistencies in the preparation of
accounts, particularly concerning accumulated and merchandised inventories. In short, once
again, this study also finds that such companies would fail to achieve any standards practised

internationally.

Based on a number of interviews with the experts and professionals in Libya, Al-Sharif (2006)
has concluded that, on the whole, a lack of consistency, poor preparation and reporting of
accounts is due to a large number of fundamental shortcomings. The author is of the view that
the underlying problem lies in poor accounting education, which has been in existence for
decades. As the study indicates, this issue is coupled with professional bodies and associations,
which are weak and ineffective. Shareia (2014) has also examined the problem with education
and qualification in accounting in Libya. The author has concluded that the accounting
qualifications offered by several institutions in Libya severely lack international authenticity
and rigour. According to Eldanfour (2011), the LAAA has not required companies to adhere
to standards in preparing their financial statements. Furthermore, as has been stated in Laga
(2013), once becoming a member of LAAA, firms are not obliged to do any training or further
education for their staff. Besides, as the author reports, there is still a pocket of practising
accountants who have resisted changes, hold no appropriate licences, and do not necessarily

follow the LAAA recommendations.

On the issue of commercial Law, as the backbone of the country’s accounting infrastructure,

there has been no significant change or amendments to such legal issues since 1957. In
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particular, concerning income tax, the companies are still required to apply the straight-line
method to calculate depreciation. Moreover, the law relating to financial statements restricts
companies to carry forward costs only up to a maximum of five years. Furthermore, as
mentioned in Buzied (1998), although the law provides a guideline on deductible and non-
deductible expenses from taxable income, it provides no specific accounting standard in
arriving at the taxable income. This means that the current tax law fails to distinguish between

operating and extraordinary incomes (Laga, 2013).

On the performance of the accounting bodies, Hawashe (2014) has stated that since the
revolution of 2011, the LAAA, though still in existence, failed to improve the social position
of accountants and auditors in the country. Shareia (2014) further highlights the failure of this
Association, stating that it did nothing to improve the basic principles of accounting,
particularly those relating to the code of ethics. The author further states that the Association
has even failed to organise international seminars, research or training programmes to
demonstrate its willingness to improve the status of the accounting profession in Libya.
Following the Interim Transitional National Council (ITNC) resolution in March 2011, due to
LAAA ineffectiveness, the activities of all professional associations linked to the previous

regime were suspended, hence leaving the Association with no lawful role to play.

All these studies examined here tend to have arrived at one conclusion: despite a series of laws
and regulatory measures introduced over many years in Libya, the accounting profession and
associations have miserably failed to adhere to international accounting standards and practices
in both the private and public sectors.

2.7 Accounting Practices in Petroleum around the world

The oil and gas industry is classified under the extractive sector that uses accounting methods
different from the other industries. Few accounting methods are permitted and widely followed
by oil and gas companies. This study will describe three methods in detail: full cost (FC),
successful efforts (SE) and area of interest methods. The first two methods are well known and
permitted to you under IFRS. When using a full cost (FC) approach, all operating costs incurred
in searching for new oil and gas deposits are capitalised, regardless of whether or not the search

is successful.

On the other hand, the alternative approach, the Success Efforts (SE) technique, permits an
organisation to capitalise on costs connected with effectively finding and locating new reserves.

However, the related operating expenses are promptly charged for unsuccessful operations
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against incomes made during the same period. The area of interest is the third one in the
accounting method used in oil and gas industries, generally for an identical environmental
region. In this case, this region is assumed to be formulating the best environment with an oil
or gas reservoir and mineral store. There are multiple levels of stages for investment and related
expenses with all those investment stages, and companies need to deal with this. This study
will also look at the accounting practice, in which Libyan Petroleum Law (LPL) requires oil

and gas companies to treat different costs.
2.7.1 Accounting upstream Methods

There are two conventional methods mostly used in many countries: Full Cost (FC) and
Successful Efforts (SE) to record oil and gas upstream activities. These two methods are well
established and approved to use by accounting authorities in many countries. The successful
efforts (SE) method was widely used for upstream oil and gas activities until the 1950s and a
new accounting approach was introduced named Full cost (FC). After the 1950s, some small
and medium companies used this newly introduced FC method (Jennings, Feiten and Brock,
2000). However, there are some basic differences between these two approaches, including

their different results.

The full cost (FC) approach allows all expenses incurred from finding or locating any natural
gas field or oil reserve to capitalise regardless of whether the company is successful in finding
assets. That means all expenditures for successful or unsuccessful attempts to find any minerals
will be capitalised and treated as long-term assets in the balance sheet under the asset item and
will be depreciated over time (Abushaiba and Eldanfour, 2014). According to this method, all
costs regarding the exploration and development of oil and gas resources will be capitalised on
because it does not matter whether the companies can find out new resources or not, as this is
their major purpose. Consequently, these incurred costs associated with unsuccessful attempts

are cancelled over the full operating cycle.

Successful effort (SE) method companies capitalise only on those expenses, resulting in
successful projects finding new oil and gas resources (Eldanfour, 2011). Additionally, the
operating costs for unsuccessful projects are allocated against revenues. The successful effort
(SE) method treats the costs of unsuccessful attempts to explore the minerals as an expense.
Therefore, the successful costs will be considered as assets which will reflect in the future as
financial benefits. As the main objectives for oil and gas companies are to find new resources

instead of extracting oil and gas, according to this method, only the expenses and operating
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costs for their successful attempts will be capitalised (Akenbor and Agwor, 2015). Equally, as
there is no change in assets with these unsuccessful attempts, the incurred costs will be treated

as expenses in the income statement.

It is confirmed that both FC and SE methods are accepted and authorised by accounting
principles with their main difference in the size of the cost centre used to charge the operating
costs during oil or gas exploration into either capitalised costs or expenses (Klaver, 2008).
According to the full cost (FC) approach, the cost centre will be either a country or a continent.
As a result, all the operating costs in the exploration or development of oil and gas resources
will be capitalised on irrespective of the success or failure of the exploration attempts (Klaver,
2008). On the other hand, in the case of the SE approach, the cost centre could be a property,
oil or gas reservoir or field. In this case, all the operating costs associated with the exploration
of oil or gas resources will be charged as expenses when the exploration attempts are

unsuccessful.

Despite these two methods being used by oil industries, there are other methods like area of
interest and reserve recognition accounting (RRA). Costs associated with an area of interest
will be taken away when acquired, with the expectation of transferring tenure rights (Antill and
Arnott, 2000). Costs incurred in exploration and development are either taken down or carried

forward independently for each area of interest.

In the case of the accounting method named area of interest, all the costs from the exploration
and exploitation of oil or gas reservoirs will be regarded as written off. But they can be carried
forward as long as the contract of the area is in progress, and some conditions need to be met

in this case:

a) By exploring and exploiting the oil or gas reservoirs, these costs should be completed

within the area of interest.

b) In the area of interest, all the exploration and exploitation tasks which have not been at
their reporting date will be extended to a stage that will then be authorised for a rational
assessment. If not, then the economically recoverable reserves and other active and

operationally active reservoirs will be continuing concerning the area of interest.

Moreover, reserve recognition accounting (RRA) was founded by the securities and exchange
committee SEC in 1978, and it has been used for almost two years by many oil and gas

companies (Mangel, 2006). The concept behind the RRA is to estimate future revenues and
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costs based on the current price and use a fixed rate of 10% to discount the net revenues to the
present. This method capitalises the costs of upstream activities based on whether the well is
dry or producing any oil. If latter, the costs directly related to finding the reserves are expensed.
As it has been mentioned above, this method has not been used for long because it was very
controversial; it has many limitations raised when using RRA, for example, it is based on
estimates of proved reserves and considers just the successful wells, also used fix discount rate

without considering the location (Johnston and Johnston, 2006).
2.7.2 Investment Stages in Oil and Gas Industry

The nature of the oil and gas industry is long-term, and the industry goes through several
investment stages, including identification, exploration, appraisal, development and production
(Grigorchuk et al., 2014). In addition, different expenses occur from upstream activities in each
investment stage. These investment stages and their associated expenses are explained below

in some detail.
2.7.2.1 Stage 1: Identification (Acquisition expenses)

An oil and gas company first identifies the plant's potential area by assessing the social, safety,
and environmental factors. In this stage, companies acquire the right to own the assets needed
by the company, licence payment and fees, and other acquisition activities. Acquisition of
mining rights can be granted via one of the different oil and gas agreements: concession,

production sharing contracts, or service contracts.

All the expenditures occur from purchasing or leasing the right to own assets that are not
possessed by an oil and gas company. Legal costs and broker fees for acquiring them are
classified under the cost of acquisition activities (Jennings, Feiten and Brock, 2000). Lease
bonus payment paid by the asset owner, title search cost, recording cost and broker cost are
included in acquisition costs. Acquisition cost is capitalised, adding in the balance sheet under
both FC and SE accounting methods (Wright and Gallum, 2008).

2.7.2.2 Stage 2: Exploration (exploration expenses)

In this stage, a company collects and analyses geological and geophysical (G&G) data of the
potential area through geological survey techniques to explore whether oil and gas reserves
exist. Exploration costs are related to collecting and analysing geological and geophysical
(G&G) data of the area an oil and gas company targets and setting up a plant in that location.

The expenditures occur in looking for places to drill for oil and gas, drilling and testing
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exploratory wells, and other operating costs rise from exploration activities classified as

exploration costs (Jennings, Feiten and Brock, 2000).

Intangible and tangible costs are associated with this activity. Intangible costs include expenses
required before installing the equipment for the plant, such as the legal papers and the cost of
studying the feasibility of the well. In contrast, tangible costs are related to the installation and
operation of this equipment (Vitalone, 2016). Intangible costs are included in the income
statement as operating expenses under the SE accounting method. In contrast, tangible costs
are capitalised if it is successful in setting up a new plant and also added as operating expenses
if the effort is unsuccessful. On the other hand, both tangible and intangible costs of setting up
a new plant are capitalised in the balance sheet under the FC accounting method as long-term
assets (Wright and Gallum, 2008).

2.7.2.3 Stage 3: Appraisal (evaluation expenses)

When exploration is successful, a company performs an appraisal drilling to learn about the
new plant's size and characteristics and forecast the plant's output (Larsson, 2012). An oil and
gas company usually invests in infrastructure development, capacity building, social
investment, local employment and pays fees and taxes.

Appraisal costs are the expenses associated with assessing the scope of the area, the reserves,
the production output, and the overall property of the oil and gas plant. These costs add value
to the oil and gas company by providing employment to the locals and opportunities for local
suppliers, developing infrastructure, social investment in education, small enterprises and
microfinance and local taxes and fees (Biltayib, 2006). Therefore, appraisal costs are included
in the income statement as operating expenses under both FC and SE accounting methods
(Wright and Gallum, 2008).

At this stage, the companies will decide whether the well is successful and has a future benefit,
or if it will be classified as a dry hole (unsuccessful project). In addition, the expenses that
occur will be treated differently under the FC and SE methods. Regardless of the result, all the
expenses relating to finding new oil and gas reserves will be capitalised under the FC. However,
under the SE, expenses will capitalise only for successful wells, the costs of unsuccessful wells
will be expensed, and the related operating expenses are promptly charged against income for

that period.

2.7.2.4 Stage 4: Development (Development expenses)
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If the appraisal outcomes are viable for the oil and gas company, they prepare a development
plan and submit it to the authority for approval. Then, the company invests in building gas
lines, drilling and clearing locations, and relocating public roads. This is the most capital-
intensive stage (Vitalone, 2016). In this stage, an oil company validate the viability of its oil

and gas resources and is determined to extract the resources.

Development expenses are the expenses associated with the preparation of discovered reserves.
The preparation includes the development of roads to have proper access to the plant, installing
necessary equipment and infrastructure, and other additional costs to complete the work
(Vitalone, 2016). In addition, the costs of development activities include building gas lines,
drilling and clearing locations, relocating public roads if there areany, building a place for
equipment and production storage, and any costs arising from development operations
(Jennings, Feiten and Brock, 2000). Development cost is capitalised, adding to the balance
sheet under both FC and SE accounting methods (Wright and Gallum, 2008).

2.7.2.5 Stage 5: Production (production expenses)

The final stage of upstream oil and gas investment is the production. This stage usually lasts
for several decades as long as the oil and gas company can produce. In this stage, companies
invest in the production and maintenance of the plant, worker wages, pay production royalties

and monitor social and environmental performance (Mohn and Misund, 2009).

Production costs are associated with the expenses of extracting oil and natural gas from the
reserve (Vitalone, 2016). These costs include workers’ wages and electricity and generator
costs to operate the plant. In addition, the expenses occur to start up the production and maintain
wells, payments for transporting the output, and all other expenditures take place to operate
and run the production (Jennings, Feiten and Brock, 2000). Therefore, the production cost is
included in the income statement as operating expenses under both FC and SE accounting
methods (Wright and Gallum, 2008). After viewing the different investment stages in the oil
and the gas industry, thenext sections will review the evolution of accounting, its brief history,
and accounting harmonisation. Also explained in this chapter are the history of IFRS and

the international organisations and their roles in IFRS acceptance.

2.8 Brief history of accounting

As per Edwards (1989), accounting as a profession has ancient roots in the Babylonian,

Egyptian, Greek, Sumerian and Assyrian civilisations. Krzywda, Bailey and Schroeder (1995)
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explained that the primary goal of accounting, in the beginning, was to keep accurate records
of the owner's transactions so that they could maintain stewardship over their properties.
Accounting was created in response to societal demands (Krzywda, Bailey and Schroeder,
1995). Charge/discharge accounts were the early names for accounting in the ancient world. In
other words, the earlier societies needed to ensure accurate records of all products purchased

and sold and expenses incurred (Jonsson, 1996).

In the 14th century, Italian merchants’ charge/discharge accounts were considered inadequate
for their sophisticated business activity with commercial branches in various regions of the
world during the emergence of industrial Italy (Bribesh, 2006). As a result, there was an
obvious necessity for the development of accounting systems and procedures. The introduction
of double-entry bookkeeping demonstrated this need and has been dubbed the "“foundation
stone™ for the transition of accountancy from the ancient to the contemporary age (Macye and
Hoskin 1986; Edwards 1989; Carruthers and Espeland 1991).

The goal of bookkeeping, according to Luca Pacioli (Richard and Rambaud 2021), who
produced the first debt and credit record in 1494, was to provide the trader with quick
information about his assets & liabilities. Hence, Pacioli was dubbed the "founder of modern
accounting” by other researchers (Pribowo et al. 2021). This bookkeeping system (double-entry
bookkeeping) extended around the world after Pacioli’s book in the later centuries (Smith
2018). In the 19th and early 20th centuries, the Industrial Revolution (IR) shaped modern
accounting and its developments. The IR and the expansion of international trade expanded the
number and size of organisations (Bribesh, 2006). The movement in the fundamental form of
commercial organisations from individual ownership to limited stock companies encouraged
this trend. Changes in ownership and the separation of ownership and management put a lot of
pressure on accounting to deliver more information to a wide range of users interested in the
company's operations. Several important reasons for the need to standardise accounting
procedures, according to Das, Pramanik and Shil (2009) include international commerce
growth, company internationalisation, increased international rivalry, and technological
advancements in communication. The overall accounting framework should include
standardisations and regulations to attain usefulness, dependability, and comparability. Bloom
and Naciri (1989) believed that the standards of accounting were created to improve financial

reporting comparability and uniformity.
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Furthermore, Leuz and Wysocki (2016) suggested that mandating financial report uniformity,
incentivises data management and streamlines the process of drawing comparisons. Using a
common standard also helps with alleviating the concerns of disclosure levels and
guarantees homogeneity and saves costs for businesses (De George and Shivakumar,2016).

On the contrary, Irvine (2008) argues that the cost of changing and committing to standardised
and transparent accounting practices if mandated can have detrimental financial implications
for small and medium-sized businesses. Furthermore, the diversity of accounting practices is a
consequence of several specifics such as legal environment, culture and the economy's state
(Nobes, 1998; Nobes, Parker and Parker, 2008). The standardisation of these practices could
make them somewhat inefficient as they are no longer customised to the same ecosystem in

which they are being employed.

Accounting standards are intended to provide extensive direction on how to handle specific
difficulties and areas where there is a lot of disagreement. Standardised accounting methods
can assist businesses in recording and monitoring their actions and ensuring homogeneous,
dependable and accurate data. The Generally Accepted Accounting Principles (GAAP) form
the basis for most modern financial accounting systems (Cortese and Walton, 2018). Even
though these principles incorporate several common assumptions, regulations and rules, there
are still variations in accounting standards across different countries. These standards are
designed to meet local accounting objectives. Stakeholders ought to strive for the unification
of accounting standards as it will help compare the financial figures generated by different
companies; this will guide in making good investment decisions based on the multinational
companies' cross-border activities and the listing of companies of various nationalities on other

stock markets.
2.8.1 Accounting Harmonisation:

The terms ‘standardisation’ and ‘harmonisation’ are not interchangeable. The standardisation
process can be defined as a procedure where all parties agree to employ similar or identical
accounting practices (Wingard, Bosman and Amis, 2016). According to Fritz and Lammle
(2003), accounting harmonisation is a procedure that improves the consistency of accounting
processes by minimising discrepancies. Harmonisation refers to a system that strives to
enhance the uniformity and comparability of financial statements by reducing disparities in
various financial reporting practices among countries (Yosra and Hela, 2017). According to

Majeed, Zhang and Wang (2017), accounting harmonisation has four major components:
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process, influence, outcome and output. Accounting harmonisation involves meeting
the investor’s information needs that aid in the adoption of a resolution. The diversity in local
accounting systems has enhanced the need for accounting harmonisation, which has
hindered international investment and is a source of worry for global financial market activity
(Angeloni, 2016). It also provides accurate information, ensures credibility via a standardised
format for financial statements and confers acceptance. The adoption of a uniform standard
across borders can facilitate the movement of resources and capital; it can also reduce the
required cost to participate in the preparation of financial statements (Hoinaru et al., 2017).

IFRS (2017) noted that IFRS harmonisation assists a corporation in preparing financial
statements that are comparable to those of overseas competitors, making financial data
comparisons between companies in different nations easier. It also aids in adopting the same
accounting language by parent firms with subsidiaries in other countries. According to Das,
Pramanik and Shil (2009), accounting standards harmonisation benefits global businesses in
many ways, including facilitating inter-state transactions and lowering the exchange cost; it
also provides decision-makers with standardised information that will improve the quality of
data. Furthermore, Igbal et al. (1997) suggested that harmonisation will make it easier for
overseas investors to comprehend finance reports and evaluate foreign enterprise activities.
Furthermore, harmonisation can help international firms by allowing them to prepare
their financial statements for different nations using the same procedure, thereby easing
external investment (Nobes and Parker, 2010). However, the same authors in their publication
(2020) pointed out that harmonisation faces several challenges; first, there are variations in
the accounting procedures between countries; second, some countries lack accounting agencies
that organise professional accounting; and finally, different governments have diverse
economic and political systems. Furthermore, quality financial reporting is necessary for both
capital markets as well as corporate governance. Still, conflict of interest in the business and
governance aspects makes it difficult to arrive at a consensus on the constituents of a reporting
standard (Alkhtani., 2010). Overall, harmonising accounting was meant to create unify
accounting framework both internally and externally. As a result, international organisations
will function more efficiently and attract foreign investors by making it easier for them to

comprehend and evaluate company performance.
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2.9 The Development of International Financial Reporting Standards (IFRS)

Most companies used to prepare their financial statements locally, using the old accounting
systems that were customary in their nations. However, the world has recently witnessed a
huge movement towards globalisation, with cross-border trade now outpacing local activity
levels. As a result, standard accounting systems, originally built to manage local data, cannot
process the financial data generated between countries (Zehri and Chouaibi, 2013; Montani et
al., 2021). This development necessitated the International Financial Reporting Standards
(IFRS) proposal to unify the principles of accounting (Shil, Das and Pramanik, 2009). The next
section will go through the history of these standards and the organisations that assisted in their

development.
2.9.1 International Financial Reporting Standards: A Brief History (IFRS)

Regarding IFRS development, the significant differences between local accounting standards
across nations necessitate the creation of a unified set of international principles of accounting
that will address the comparability issue that arises when comparing financial reports
across countries, particularly for countries that rely on other countries, international
organisations, or stock markets for capital (Ali, 2005). Following this, the International
Accounting Standards Committee (IASSC) issued the first set of International Accounting
Standards (1AS) in 1971 (De George, Li and Shivakumar, 2016). The IASC issued around 40
International Accounting Standards. Later in 1977, a new group called the International
Federation of Accountants (IFAC) was established to help the ISAC by persuading IFAC
member countries to embrace IAS (Sercemeli, 2016) since almost all of the IASC members

were also IFAC members (Sawani, 2009).

The IFAC was created in 1977, and it collaborated with the IASC to release various statements
related to international accounting standards (Skotarczyk, 2011). Many nations implemented
standardised accounting practises to improve the quality of their financial accounts after the
Asian crisis of 1997 (Outa, 2013). The 1ASs were endorsed by the International Organization
of Securities Commissions (I0OSCO) in 1998 as a single set of 1AS to improve the quality of
financial reports (Skotarczyk, 2011). In addition, Hamidah (2013) claimed that most of
the early adopters of IFRS were a part of and actively involved in international bodies, such
as the International Organization of Securities Commissions (IOSCO), the International
Financial Accounting Standards Board (IFASB), and the G-20 group of countries.
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In 2001, the International Accounting Standards Board (IASB) took over the IASC and
issued the IFRS to improve the overall quality of financial reports across nations (Binomran,
2021; Ball, 2006). Between 2001 and 2004, the IASB tasked a committee of experts with
improving the quality of international accounting standards to improve their universal
acceptability. The European Commission came up with legislation in 2002 mandating
companies registered on EU stock exchanges to implement the International Financial
Reporting Standards (IFRS) from the beginning of 2005 (Othman and Kossentini, 2015;
Nurunnabi, 2021). Furthermore, to satisfy the Securities and Exchange Commission (SEC) and
bring IFRS in line with US GAAP, the IASB and the Financial Accounting Standards Board
(FASB) reached an agreement in 2002. But despite the improved collaboration between the
IASB, FASB and SEC, much work has to be done to produce new accounting standards
that satisfy all parties (Camfferman and Zeff, 2018).

However, the (SEC) repealed the financial statements on harmonisation prepared under
IFRS and US GAAP for international companies listed on US stock exchanges in 2007 (Tan et
al., 2016). Furthermore, the 2007-2008 Financial Crisis had little impact on many nations’
adoption of IFRS. Despite this, the IASB has been under intense pressure from various groups
to raise the international standards on auditing (ISAs) to compromise the impact of any future
financial crisis (Mala and Chand, 2012). Furthermore, there was a constraint in the business
profit during the 2008 Financial Crisis for nations that had not yet embraced the IFRS and not
those implementing the IFRS during the crisis. Nonetheless, both adopters and non-adopters
of IFRS saw significant improvements in earning quality following the global financial crisis
(Slaheddine and Fakhfakh, 2017).

Furthermore, while the Financial Crisis may have resulted in some financial ratios, such as
profitability and liquidity ratios, being reduced for countries that have already adopted the
IFRS during financial crisis, there was a rapid return on confidence in financial information
after the crisis due to increased transparency in financial reports; this, in turn, improved the
stability of stock markets (Abu Alrub, Aga and Rjoub, 2020; Kikuya, 2001; Wallace,
1990; Frey and Chandler, 2006). The new IASB structure has also seen much criticism despite
its acceptance by the American authorities as it was first rejected (Oliverio, 2000) in the
European region. As per Buchanan (2003), the US strives toward holding leverage and control
on the IFRS, thereby raising questions regarding the suitability of these standards for
developing markets.
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2.9.2 International Organisations' Role on IFRS Adoption

Various global organisations worked with the 1ASC to enforce the adoption of the IFRS,
particularly among companies registered on stock exchanges. The I0OSCO, IFAC, OECD, the
World Trade Organization (WTO), and the European Union are among the international
organisations that collaborated to achieve this aim (Lasmin, 2012; Triyuwono et al.,
2015; Rodrigues and Craig, 2007). As a result of the partnership between the IASB and other
international organisations, such as the G20, I0SCO, and IFAC, IFRS adoption has
significantly increased (Whittington, 2005). For instance, the International Organization of
Securities Commissions (IOSCO) mandated that all companies in IOSCO member nations
implemented IFRS (Triyuwono et al., 2015). Due to the efforts exerted by the Worldwide
Organization of Securities Commissions, the adoption of IFRS by international stock markets
has expanded dramatically, intending to improve the integrity on information of finance offered

by corporations registered on global stock markets (Lasmin, 2012; Burca and Cilan, 2013).

Nevertheless, there are significant disagreements between some national and
international accounting principles. Consequently, the IASC and IOSCO must give more
accounting information to both foreign and local investors. Moreover, such information must
be relevant to the application of the IASs to help them understand the financial reports prepared
in conformity with the IFRS (Adams, Gray and Weetman, 1993).

The EU decided in 2002 to make IFRS mandatory from the beginning of 2005 to strengthen its
validity and boost financial reporting consistency among European countries (Koning, Mertens
and Roosenboom, 2018). Due to the pressures exerted by the EU, many European countries
have adopted the IFRS to strengthen the EU's institutional credibility. As a result, foreign direct
investment (FDI) inflows into accepted countries have increased significantly since the
EU required them to implement the IFRS in 2005. This is because the implementation of IFRS
has increased the comparability and openness of financial accounts, attracting more overseas
investors (Lasmin, 2012; Akman, 2011).

Furthermore, the World Bank and the IMF have played a crucial role in urging many countries
to adopt the IFRS, particularly those seeking financial aid from these bodies (Traistaru,
2014; Pricope, 2015; Hasan, Karim and Quayes, 2008). Consequently, these international
bodies have played a key role in pushing developing nations to adopt IFRS by highlighting the

benefits of pertinent financial performance and stronger stock exchanges in these financially
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restricted markets. This is specifically for countries seeking financial help from these bodies to

solve their financial and economic problems (Thompson, 2016).

Furthermore, the adoption of IFRS has been driven by the IFAC's pressures, which have
prompted several IFAC member nations to integrate IFRS into their domestic accounting
standards (Ali, 2005; Alsuhaibani, 2012). Furthermore, the IFAC backed up the IASB's work
by establishing standards for using the IFRS in practice and promoting the global accounting
profession. However, IFAC membership was limited to countries with at least one professional
accounting association (Mwaura and Nyaboga, 2009). Following the demand from
professional accounting organisations, several developing countries have embraced the IFRS
to enhance the financial statement's quality (Pricope, 2015) and emulate other successful
accounting organisations to obtain greater institutional credibility (Hassan, Rankin and Lu,
2014; Hassan, 2008).

The IASB, since 2002, has agreed with the US standards-setting authorities, such as the SEC
and the FASB, to issue financial statements that meet quality standards and are based on the
IAS (Camfferman and Zeff, 2018). The US is yet to embrace the IFRS although it controls
many international organisations. That is to keep its power to rule these institutions, which can
promote its interests (Thompson, 2016). IFRS adoption by the EU was easier than in the US,
despite the US having an Anglo-American culture and an English common legal origin. The
US believes that IFRS adoption is unnecessary for US companies because it encourages many
countries to prepare their financial reports using the US GAAP, but not the other way around
(Eroglu, 2017). However, one idea of accounting regulation that appears to be overlooked in
contemporary IFRS literature is that IFRS is not static (Trimble, 2017). The IASB is constantly
developing and amending the IFRS at the time of this study. Before embarking on a project to
produce new IFRS Standards or major revisions to existing IFRS Standards, the Board
conducts a research effort to gather evidence regarding the problem to be solved and determine
whether a suitable solution can be found. The Board may advance research to standard-setting
to create a new standard or significantly change an existing one (IFRS plan, 2021). The current

schedule of the ongoing projects and programs considered by the Board is in Appendix 1.

Furthermore, since 2002, efforts to align principle-based standards with the U.S. GAAP have
eliminated several of the standard's reporting alternatives and increased transparency
requirements such as revenue recognition criteria. As a result, IFRS adoption is not easy even

over time as it can be concluded from comparing between the pre-and post-reporting quality.
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According to Capkun, Collins and Jeanjean (2012), excessive adjustments to IFRS were made
between 2003 and 2005, reflecting an increase in the standards’ flexibility. The authors listed
18 amendments to IFRS, including permitting the capitalisation of restoration and removal
charges for Properties, Plant, and Equipment (PP&E). They also point out that six new
standards were issued over that period, with the first one taking effect in 2005. As a result,
research examining IFRS adoption before 2005 compared standards vastly different from those
focusing on 2005 and later adoptions. Special attention is paid to the IFRS 6 oil and gas
standard which is described in the upcoming section.

2.9.3 Overview of accounting practises in the extractive industries (IFRS 6)

The accounting practises involved in the extractive industries with the exploration and
evaluation of mineral resources are attempted to be harmonised by IFRS 6 issued in 2004
(Cortese and Irvine, 2010). It is worth emphasising that this standard covers the expenditure of
the activities pertinent to the exploration and evaluation (E&E) phase (Abdo, 2016; Ferguson,
Kean and Pundrich, 2021). The expenses of the activities in the pre and post-E&E stages are
not covered (Abdo, 2016). The point of start for IFRS6 is marked by the legal permissions for
explorations and extends till the conclusion on the commercial feasibility of the extraction of

minerals.

The expenditure of an E&E asset under the IFRS 6 is measured and recognised by selecting an
accounting policy applied consistently throughout the process. The pre-E&E activities
associated with the exploration of mineral reserves can be accounted for in two ways based on
the successful viability of explored minerals (Abdo, 2016). The first approach is similar to the
Successful Effort (SE) method, predominantly applied for situations in which the exploration
phase leads to unsuccessful or commercially non-viable mineral reserves. In this case, pre-E&E
activities cannot be tagged to any pertinent mineral reserves and, therefore, are written off
(Ferguson et al, 2021). On the other hand, if the exploration phase yields an E&E asset, pre-
E&E activities can be expended on this E&E asset, and therefore, a revaluation model can be
adopted for these assets (Abdo, 2016).

Consistent classification of assets as tangible and intangible is required for accounting policy
implementation purposes. Furthermore, IFRS6 mandates the disclosure of information
pertinent to E&E assets, including accounting policy choices, income, expenses and operating
cash flows (Abdo, 2016). These methods in the context of the Libyan ecosystem are further

elucidated early in this chapter.
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Luther (1996) argued the accounting principles and standards used in the extractive industries
are more swayed by political factors than accounting and may not be altogether balanced or
definite. Furthermore, the political underpinnings associated with the adoption of IFRS 6 were
explored by Noel, Ayayi and Blum (2010) from an ethical standpoint. The authors concluded

deviation from the discourse ethics in the operation of IASB.

Cortese, Irvine and Kaidonis (2009) found that extractive industries used economic concerns
to set favourable accounting methods and financial reporting standards. Oil and gas industries
primarily employed two methods for accounting principles viz. successful efforts (SE) and full
costs (FC). The Authors pointed out that despite efforts to harmonise these accounting
practices, legal and regulatory oversight has been minimal, leaving a flexible accounting

practice as a reporting norm.

Cortese, Irvine and Kaidonis (2010) further discussed the overlapping interests and connections
implicated in setting the IFRS for the extractive industries throughout their research. It was
found that parts of authoritative extractive industries have apprehended the regulatory process
of setting IFRS 6. Using critical discourse analysis, the authors concluded that the existing
accounting practises of the sector were rearranged and codified as part of adopting IFRS 6.
This observation is in line with the deductions of Gallhofer and Haslam (2007) on the adoption
of IFRS 6 as means to flexible accounting guidelines for reporting. Consequently, the authors
concluded the role of IFRS 6 to legitimise existing accounting practices instead of aiding
transparent reporting that could enable various stakeholders to compare the entities and make

informed financial decisions.

However, adopting IFRS has shown to better financial reporting, specifically disclosure reports
in several sectors of Nigeria which includes financial, non-financial and oil and gas sectors.
IFRS will improve investor confidence and facilitate cross-border stock exchange listing
(Mgbame, Donwa and Agbonkpolor, 2015) by making financial reporting efficient and

transparent.

Cherti and Zaam (2016) studied three petroleum companies’ financial and account statements
under IFRS and deduced that the adoption had a positive impact on financial and accounting
information quality as compared to the financial and accounting information under the national
GAAP. Therefore, as IFRS adoption is observed to be useful in the petroleum sector, it is
possible to positively impact Libya's oil and gas sector, where many opportunities are waiting

for the Libyan oil and gas sector to take the IFRSs system in their accountancy standard.
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IFRS has been implemented or approved in 144 countries worldwide, including some of the
world's most powerful nations (such as the EU member states and Australia) (IFRS, 2018).
Moreover, several large organisations have accepted these guidelines, especially those listed in
the capital market, international banks, global development agencies, professional accountants
and politicians (Botzem and Quack, 2009; Botzem, 2012).

2.10 International Financial Reporting Standards (IFRS) adoption in developed
countries

Despite the widespread acceptance of IFRS, Zehri and Abdelbaki (2013) believed that IFRS is
better suited to developed countries, stating that the first edition of IAS/IFRS was primarily
designed for developed countries. Furthermore, the IASB's board members come from only
nine countries, five from the US and the EU, with the remaining members coming from South
Africa, Canada, China, and Japan (Chandra, 2011).

Whittington (2005) highlighted that the IASC has pushed for IFRS adoption by developed
economies since its inception in 1973, especially in 1995. As a result, the International
Organization of Securities Regulators adopted the set of standards designed by the IASC for
use by their members in 2000. Most international stock exchanges currently accept IFRS for
foreign entrants; however, in the United States, they are permitted, but accounting must also
conform to GAAP. According to Whittington (2005), many countries develop local accounting
standards using international norms as a foundation; those that have none already are planning
to require or enable IFRSs for listed firms soon (IFRS, 2018).

2.10.1 IFRS adoption and European Union (EU)

The EU Commission finally acknowledged the inadequacy of the financial statement directives
in 1995 and launched efforts to achieve better international standardisation, both inside and
beyond the EU. Since that time, the EU has emphasised IASB standards by EU businesses
(Walton and Aerts, 2009). The Commission, in 1999, recognised the practicality and benefits
of increased international harmonisation and concluded that the IFRS looked to be the best
appropriate standard for worldwide financial reporting demands (Yu, 2006). In June 2000, the
Commission called for more harmonisation in accounting and that all EU companies should
submit consolidated financial reports following IFRS (Walton and Aerts, 2009; Whittington,
2005). In 2001 and 2003, the EU updated its 4th and 7th directives to correspond more with
IAS 39 toencourage cooperation and reduce inconsistencies between IFRS and EU
directives (Walton and Aerts, 2009). All publicly traded firms in the EU since January 2005
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are IFRS compliant in preparing financial statements (Irvine and Lucas, 2006). The
implementation of IFRS, both mandatory and optional, has sparked a flurry of research in
industrialised countries (De George, Li, and Shivakumar, 2016). The study by Leuz
and Verrechia (2000) looked at the accounting decisions made by German companies listed in
the German stock index in 1998. The authors show that an organisation's financing needs and

size play a role in embracing international standards.

Affes and Callimaci (2007), for their part, have underlined the motives behind the German and
Austrian listed companies' early adoption of IAS/IFRS. The likelihood of early adoption of
IAS/IFRS improves with firm size, according to a logistic regression done on a sample of 106
German and Austrian firms. On the other hand, the relationship between anticipated IAS/IFRS
adoption and debt seems inconsequential to highly leveraged enterprises as their creditors may
seek debt covenant compliance based on specific calculations. Furthermore, Dumontier and
Raffournier (1998) found no significant association between debt ratio, voluntary adoption of
IAS, and company performance in a sample of 28 companies listed on the Swiss stock
exchange. Even though this would further the argument on IFRS adoption, the comparison
between countries is not considered in this work. The next section will focus on some existing

challenges and opportunities associated with adopting IFRS.
2.10.2 Benefits of and Challenges of IFRS adoption in the developed countries

The utilisation of a uniform accounting system worldwide makes it easier to analyse financial
accounts from different countries and compare them more efficiently (Choi and Levich, 1991).
As a result, the reports of numerous companies can be examined by potential investors to
determine where to invest in such a time of commercial globalisation (Larson, 1993). In
addition, a unified accounting system will make it easier to move cash and other resources
between nations and bring down the cost of preparing financial reporting (Tyrrall and
Woodward and Rakhimbekova, 2007).

Australia and the European Union were among the first developed countries to comply with
the IFRS standards. The establishment of the IFRS aims to minimise irregularity (Agostino,
Drago and Silipo, 2010) in accounting information and garner the confidence of investors
(Tarca, Morris and Moy, 2013; Florou and Pope, 2012). However, several issues are to be
concerned about, including IFRS (endorsement, translation, interpretation, implementation
costs), a lack of continued education and training, active lobbying, and various enforcement

methods (Hellmann, Perera and Patel, 2010). Harmonisation of accounting practises is
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anticipated to increase the quality of financial reporting statements, but it might fail to achieve
its envisaged impact (Alali and Cao, 2010) due to government pressures, funding restrictions,
openness to multiple interpretations or legal enforceability. In nations where the enforcement
system is important, incentives dictate the impact of mandated adoption of IFRS at the firm
level (Byard, Li and Yu, 2011).

Following the implementation of IFRS, the UK developed its accounting quality, resulting in
enhanced accounting statements (Tsoligkas and Tsalavoutas, 2011; Latridis, 2010).
Nonetheless, IFRS hasn't had a similar influence in Poland, since they haven't had a big impact
on value relevance (Dobija and Klimczak, 2010). Furthermore, according to Callao, Jarne and
Lainez (2007), early indicators in Spain imply that the value relevance of accounting data has
not improved much due to IFRS. This is significant because it implies that each country's local
accounting enforcement, when combined with IFRS values, has a detrimental impact on the

comparability of financial statements and IFRS implementation.

In a study of 16 IFRS-adopting countries, it was discovered that 11 were still using native
GAAP; companies in IFRS-adopting countries reported a greater increase in trading volume
and return volatility than companies in non-1IFRS-adopting countries (Landsman, Maydewa
and Thornock, 2012). Nonetheless, the main incentive for transitioning to a single set of
standards has been the ability to compare financial reports across countries under IFRS. It is
expected that convergence to IFRS rather than domestic GAAP can improve the comparability
of the financial report and benefit global investors. IFRS harmonisation offers superior accrual
quality than local GAAP, according to two-stage research findings throughout 13 nations as
well as 20 industries (Aubert and Grudnitski, 2011). While the effects of voluntary and forced
adoption of IFRS varied significantly, the average liquidity and capital cost remain unchanged.
In contrast, liquidity grows, and capital cost decreases in the latter case (Daske et al., 2013).
According to the study, IFRS adoption did not develop profit comparability across Europe
regarding cash flow and accruals immediately (Beuselinck et al., 2010). They also believe that
harmonisation of accounting is ineffective in learning from inter-firm comparisons as IFRS
adopters have to experience immediate improvement in their context (Lang, Maffett, and
Owens, 2010). Foreign investment in IFRS enterprises, on the other hand, has increased; this
may not have occurred in the absence of greater comparability between these firms (DeFond,
Hu, Hung and Li, 2011).
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It was observed that mandatory application of the International Financial Reporting Standards
boosted the information quality in capital markets in 46 countries between 2001 and 2007.
Companies in the same jurisdiction adopting IFRS lose some of their comparability with their
domestic counterparts (reporting under GAAP) once IFRS is implemented (Cascino and
Gassen, 2015). In addition, after the adoption of IFRS, book values in France and Germany are
less comparable because of the variety of accounting options available (Liao, Sellhorn and
Skaife, 2012). For the first time, the French enterprises’ adoption of represented evidence of
the enhancement of quality in financial statements. Thus, IFRS equity adjustments, which are
voluntary, had a value relevance dependent on the information release (Cormier et al., 2009).
A study conducted by Devalle, Onali and Magarini in France, Italy, Germany, and the United
Kingdom (2010) represented growing evidence of the value and importance of book value and
information content on earnings after implementing IFRS (Agostino et al., 2010). Another
study by Manganaris, Spathis and Dasilas (2015) observed the coexistence of lower
conservatism with higher-value accounting information among 15 European nations before &

after mandatory IFRS implementation.

According to studies, the adoption of IFRS has been linked to a reduction in equity costs (Li,
2010; Dargenidou, Mcleay and Raonic, 2006). On the same lines, in Germany, businesses that
are dominated by significant public debt and are seeking foreign financing are likely to embrace
IFRS (Tarca et al., 2013) to have more options. However, the influence has been felt in debt
finance as well. With robust enforcement, mandated IFRS adoption has a good economic
outcome for corporate debt financing, particularly bond and loan financing (Florou and Kosi,
2015; Chan, Hsu and Lee, 2015; Moscariello, Skerratt and Pizzo, 2014). The study by Li (2015)
noted that IFRS adoption reduces capital cost and the level of conditional conservatism in
countries with robust enforcement. To compare the cost of transition, Taylor (2009) studied
150 public businesses in their first year of adopting IFRS in the UK, Singapore and Hong Kong.
According to the findings, the adjustment cost for businesses in the United Kingdom was
higher than for companies in Hong Kong and Singapore. In a similar study, the cost associated
with the implementation of IFRS, Fox et al. (2013) found that the costs of implementing the
standards in the Republic of Ireland, the UK and Italy were higher than the reporting benefits
under IFRS. Recent studies on various nations outside the EU that have implemented IFRS
reveal diverse effects depending on the countries' peculiarities. In certain countries, using IFRS
has shown better quality in financial reporting and reduced the levels of earnings management
for companies (Ji and Lu, 2014; Cai, Rahman and Courtenay, 2008), whereas in others, IFRS

37

—
| —



has failed to improve the accounting data quality outside the EU (Ji and Lu, 2014; Cai et al.,
2008; Khanagha, 2011).

Furthermore, IFRS adoption will decrease the cost and time associated with releasing new
standards in emerging nations; it will enhance stock market efficiency and make financial
reporting more understandable (Asharf and Ghani, 2005). On the other hand, researchers claim
that accounting harmonisation comes at a high cost associated with the implementation, despite
the numerous advantages a country will gain from adopting a unified accounting system.
Furthermore, various factors must be considered, such as the political systems, culture and
economy; all these differ significantly from one country to the next and pose potential
challenges to creating an accounting system that works well across countries (Nobes
and Parker, 2006; Moscariello et al., 2014). The specific factors pertinent to developing
countries may warrant that the IASB overlook their needs (Perera, 1989). Some countries may

also have weak professional accounting bodies.

Consequently, they could be among the barriers to accounting standards harmonisation. This
is factual in underdeveloped nations since the effective implementation of these 31
requirements necessitates a significant amount of effort. Furthermore, the fair value technique
is one of the IASB's guiding principles, which is why IAS 41, 40 and 39 all use it for assets
and liabilities. The purpose of this approach, that has been proposed, is to enable accounting
users to make decisions based on the company's assets and liabilities (Kosonboon, 2004).
However, fair value can be difficult to determine in some developing countries as most assets
lack an active market. This, according to Barth (1994) and Kosonboon (2004), is among the
disadvantages of the fair value approach which decreases the evidence of the history of cost

reduction.

Although the adoption of IFRS in developed countries is well studied in the literature, the
challenges and opportunities that could influence the adoption of IAS in developing nations
are relatively unexplored. Some authors have stated that developing countries must adopt
international accounting standards (1AS) (Tyrrall and Woodward and Rakhimbekova, 2007).
In this light, this research will identify the challenges and opportunities that affect and explain
the adoption or non-adoption of IAS and the development of accounting literature in one such

emerging economy, i.e. Libya.

The previous sections discussed the history of domestic and international accounting standards.

Also, the endeavour toward accounting harmonisation was discussed with the benefits and
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challenges faced by developed countries. Furthermore, these sections focused on the literature
from the perspective of developed countries on IFRS adoption; however, developing countries
are believed to face different sets of challenges regarding IFRS adoption. This research focuses
on the applicability of IFRSs for Libya and the potential problems and benefits that adopting
IFRS may bring. It also focuses on the elements that may impact accounting systems in
developing countries. In this effort, existing literature on the adoption and relevance of these

standards from the perspective of developing countries is reviewed in the next sections.

2.11 The adoption of IFRS in developing countries

Generally, developing nations are currently in the early phases of economic growth and lack a
stable source of income (World Bank 2019). IFRS has gotten huge attention among developing
countries; some developing countries adopted IFRS fully or partially, whereas others have yet
to do so, such as Libya. Although various issues may affect country specificities and period, it
is agreed among the researchers that the countries’ environmental conditions play a paramount
role in the decision of developing nations to adopt or not to adopt IFRS (Othman and
Kossentini, 2015; Shima and Yang, 2012; Judge, Li and Pinsker, 2010; Bogdan et al., 2010;
Clements, Neill and Stovall., 2010; Zeghal and Mhedhbi, 2006; Hope, Jin and Kang, 2006).
Several scholars have questioned the relevance of IFRS to developing countries; while some
consider it vital to economic development (Cairns, 1990; Larson, 1993), others think that the
IASB is only interested in the economies of the West (who are the major IFRS adopters) and
ignores the needs of the developing nations (Alkhtani, 2012; Kosonboon, 2004; Alsulami and
Herath, 2017).

Many developing countries employ the IFRS as one of their standard-setting tactics (Belkaoui,
2002; Perera and Baydoun, 2007). On the other hand, Hassan et al. (2014) considered the
Middle Eastern region’s adoption of IFRS as a bigger effort to safeguard the confidence of
investors and reform accounting governance. Hassan et al., 2014 warned that if it is not done
well, its risks may be perceived as purely symbolic. According to Aghimien (2016), progress
toward IFRS compliant could provide reliable financial information by improving transparency
and thereby, foster investment in Arab countries. However, for some nations, such as Iran, the
emphasis on transparency can be troublesome as the disclosure requirements may be culturally
unacceptable (Rostami and Hasanzadeh, 2016). IFRS adoption results in lower accounting
standards development costs, access to a variety of aids and international subsidies (as
later discussed in this chapter), improved development of the financial market, and faster
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economic growth (Assenso-Okofo, Ali and Ahmed, 2011; Hassan, 2008; Ramanna and Sletten,
2009, Almansour, 2019).

According to Irvine (2008), adopting a transnational set of accounting standards, such as IFRS,
confers legitimacy to emerging economies, improves information quality between countries,
and encourages cross-border investment. In contrast, a single set accounting standard as IFRS
might not provide other controls due to differing political, economic, social and cultural
features. Bala, (2013) and Abd-Elsalam and Weetman (2003) showed that the concept of
international accounting standards encompasses extremely distinct cultural norms, the study

revealed that Egyptian businesses had a tough time transitioning to IFRS.

Some countries like Pakistan, Thailand, Bangladesh, Nigeria and the Arab Gulf Countries Co-
operation Councils (GCC) rely on local GAAPS alongside IFRS, while others, such as
Zimbabwe and Iran, demand the legislative consistency of IFRS with legal structure
(Mashayekhi and Mashayekhi, 2008; Chamisa, 2000; Faraj and El-Firjani, 2014).

Even though many developing countries adopted IFRS fully or partially, it is clear that most of
these nations are adopting the standards under pressure from international organisations like
the World Bank, WTO and IFM (Ibrahim, 2014; Abeleje, 2019; Almansour, 2019). However,
Libya still did not take this step; consequently, the delay in adopting IFRS is a gap investigated

in this work.

2.12 Libya and IFRS adoption

IFRS adoption in the context of Libya has been recently explored in literature. For instance,
(Handley-Schachler, 2012; Lega, 2013; Elhouderi, 2014; Masoud, 2014; Zakari, 2014; Faraj
and El-Firjani, 2014; Bayoud, 2015; Khaled; 2016 Binomran, 2021) investigated IFRS
adoption in Libya. However, while these studies have set the scene, there are still numerous

limitations that formed the basis for this study.

Handley-Schachler (2012) assessed arguments surrounding the suitability of IFRS adoption
and demonstrated difficulty in adopting IFRS in Libya. Similarly, Laga (2013) concentrated on
the possible obstructions that will confront the procedure of executing IFRS in the case of
Libya, even though the adoption of IFRS in Libya will have numerous advantages, including
expanding the level of equivalence and giving a more dependable, precise, transparency and
legitimate monetary accounting data. There are several limitations in adopting and

implementing IFRSs into the accounting standards in Libya, including identifying language
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barriers as the main challenges, lack of technical expertise and accounting knowledge among
the accounting professionals. In addition, implementing IFRSs in Libya will be fraught with
difficulties due to several flaws in the country's accounting foundation. As a result, these
practical roadblocks should be recognised and addressed to ensure a seamless implementation
process and maximise the benefits of using IFRS (Laga, 2013). Although (Handley-Schachler,
2012; Laga, 2013) research should be treated as critical in identifying issues relating to IFRS
in Libya, these studies are based on an extended literature review without any primary data
offered in support of the claims.

Thoughtful insights about the adoption of IFRS in Libyan businesses were provided by
Elhouderi (2014). In his inquiry, he looked at the existing situation and looked at some of the
best practises in financial disclosure requirements. Libyan financial reporting companies may
be able to attract FDI thanks to their use of international financial reporting standards (IFRSS).
Libyan foreign investments could be facilitated and bolstered as a result of this reform. This
study relies on primary data, while Elhouderi's 2014 work relies on a review of previous
studies. According to Elhouderi (2014), no extensive research has been conducted on the

application of IFRS in Libya, even thought that such standards are needed and desired.

Elhouderi (2014, p9) added, “Drawing from the planned carefully selected pool of Libyan
companies in the research sample across various industries, but with some stress on oil and
gas extraction, it is necessary to cover in future research”. Libya's mining industry would be
the focus of the current project to address this void. IFRS implementation in Libya is expected
to have positive effects on the stock market, according to a study by Masoud (2014). These
benefits include improved financial reporting quality, reduced earnings management, increased
comparability, and increased trustworthiness, precision, and transparency. “Due to the lack of
high-quality published databases, this study uses secondary data, which were based on a
literature review” (Masoud 2014, p135). However, the author recommended further studies on
the context of Libya based on a triangulation method (questionnaire and interview) to obtain a
comprehensive understanding of factors that have a positive or negative impact on adopting
IFRS in Libya.

Zakari (2014), on the other hand, studied Libyan companies' obstacles in implementing IFRS.
According to the author, IFRS adoption in Libya was affected by the legitimacy of monetary,

accounting training and cultural frameworks in the country. Academics at Libyan universities
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were asked to complete a questionnaire about the impact of specific challenges on the
implementation of IFRS in Libya. According to the survey, IFRS implementation by Libyan
businesses was not free of challenges, such as a lack of accounting knowledge and training
(Zakari, 2014). An assessment of the problems of IFRS in Libya, focusing on the impact of
legitimate accounting rules, financial and society on the implementation of IFRS, is presented
in this paper. Even though primary research was conducted, the study's findings are based

solely on one person's perspective' (academics).

In contrast, the current research will consider additional perceptions from Accountants,
Auditors, and Financial Managers. Along similar lines, Faraj and El-Firjani (2014) examined
the factors Libyan-listed companies might face in adopting IFRS. The study showed that most
companies follow the existing regulations and laws, such as Libyan commercial law and
Libyan tax law. While these findings could be seen as vital, the observations cannot be
generalised to other industries that are not operating in Libya’s stock market, such as oil and

gas companies.

Bayoud (2015) investigated the importance of IFRS adoption in Libya by using the perceptions
of the Libyan accounts. This research confirmed that IFRS adoption would help stakeholders
achieve the importance and benefits of IFRS adoption in Libya; however, there is a weakness
in Libyan Accounts' knowledge of IFRS. Additionally, the study focused exclusively on the
factors and obstacles associated with implementing IFRS, with no consideration given to the

motivations for postponing implementation.

Khaled (2016) pointed out the benefits of adopting IFRS in developing countries like Libya. In
this work, questionnaires were distributed to various fields. The study suggested that the
implementation of IFRS improves the quality of accounting information, increases disclosure
effectiveness and enables the comparison of financial reports (Khaled, 2016). However, the
researcher distributed a total of 50 questionnaires, which arguably limits the scope of their
findings. Also, several participants might be inadequately familiar with the IFRS as they are
students. However, the researcher recommended that further study should be carried out to

reveal the benefits and challenges of adopting IFRS.

Binomran’s (2021) survey explored the motivated factors affecting Libya’s adoption of IFRS
using a questionnaire. Binomran highlighted that the milestone motivated factor of the adoption

of IFRS in Libya is economic growth. Furthermore, the advantages of adopting IFRS constitute

42

—
| —



a powerful motivator for Libya to take that option. On the other hand, accounting education
plays a smaller influence in pushing Libya to adopt IFRS. Despite the interesting outcome of
the research, its scope is very limited as only 56 participants were used. Also, the researcher
did not provide the reasons behind the findings because he used a single method. However, the
study recommended using the exploration methods in future studies. Therefore, Binomran’s
(2021) recommendation has been adopted in the current research with an approach focused on

the factors that motivate the adoption and the potential causes for the delay.

Although adopting a uniform set of accounting standards such as IFRSs in developed countries
has been given due attention, there is still a lack of research and investigation concerning the
convergence of emerging economies with those standards developed and adopted in developed
countries. The literature review indicates the emergence of similar patterns in developing
countries: adopting and implementing IFRS could be highly challenging, expensive and time-
consuming. Whilst several studies have been conducted within the Libyan context, research
has not examined the effect of IFRS adoption or the advantages of the accounting reform
extensively (Masoud 2014; Elhouderi 2014; Faraj and El-Firjani 2014; Masoud 2016),
especially in the oil and gas industry (Elhouderi 2014). Consequently, this study relies on a
mixed mode to fill this gap by providing better information and understanding of the current
challenges facing the implementation and adoption of IFRS into Libyan accounting standards.
Furthermore, this research aims to evaluate whether there will be any opportunities arising from
the implementation of IFRS in Libya. This work relies on the existing literature as a base but
differs on the objectives as the aim is to find out why Libya did not adopt IFRS yet (reasons

for the delay).

Since this part focused on adopting IFRS in developing countries, the researcher focused on
the case study of Libya. The next part will focus on the benefits and opportunities developing
countries like Libya could get from adopting IFRS; the challenges/obstacles to adopting IFRS

are also be discussed.

2.13 Benefits of IFRS adoption in developing economies

Many developing nations lack the economic and technological wherewithal to generate
accounting and reporting standards. Furthermore, they may lack the regulatory authorities and
strong professional bodies to produce and maintain indigenous accounting standards; hence,
such countries can simply adopt IFRS (Fino, 2019). The potential benefits of this adoption will

be discussed next.
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2.13.1 Accounting information

The adoption of international accounting standards would offer a reasonably homogeneous,
comparable, and credible information product to the decision-makers, both national and
international (Nulla, 2014). Foreign market investors may not seriously want to invest in a
country with internationally incredible financial statements produced by the enterprises. The
implementation of the IFRS will help in overcoming such problems for international investors
(Fino, 2019). Among the benefits of IFRS adoption include transparency, improved reporting
quality, accounting, market efficiency, international comparability, and cross-national
investment flow (Sunder, 2011, Elhouderi, 2014 Zeghal and Mhedhbi 2006, Al-Mannai and
Hindi, 2015, Alon and Dwyer 2014; Li and Yang 2016; Nurunnabi, 2017). Financial reports
generated according to IFRS are usually considered more standardised and trustworthy than
those prepared in compliance with domestic standards of accounting; such as being more
informative to decision makers (Alsuhaibani, 2012). Compared to statements prepared
according to local standards, empirical studies show that adopting the IFRS increases relevance
and reduces the risk of earning management (Nulla, 2014). According to Tarca (2004),
competitive market pressures encourage global enterprises to embrace IFRS, a standard
accounting language, making it easier to compare financial reports and allowing corporations

to easily benchmark their financial statements (Zakari, 2014; Nurunnabi, 2017A).

Even countries that have previously adhered to their national accounting standards are now
realising the importance of understanding the accounting of their international counterparts
(Almansour, 2019). Even if adopting IFRS is important, it is not enough to simply implement
the standards (Masoud, 2014A; Nurrunabi, 2017). The establishment of regulations for
improving the comparability of IFRS-based reporting is necessary since both mandatory and

voluntary disclosure play a critical part in the comparability function of the accounting system.

For example, according to (Barth 2007), countries can expect to reduce the information
processing cost by adopting a widely accepted international standard; financial report auditors
are also expected to become more familiar with such international accounting standards rather
than a variety of local standards. However, there is considerable empirical evidence that the
quality of information is still influenced by country and company factors and variations
between local standards and IFRS even after IFRS implementation (Lourenco et al. 2015).

Although accountancy rules and laws play an important role in the improvement of financial

reporting, factors such as the cultural context and legal environment also play a role. It has
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been questioned if common accounting standards could fulfil the international level of quality
in accounting for all nations in the world (Bischof and Daske, 2013; De George, Li, and
Shivakumar, 2016). Cerne (2009) and Masoud (2014A) argue that accounting information
based on existing financial accounting may have little impact on emerging markets' decision
models or frameworks. According to lyoha and Faboyede (2011), IFRS adoption has benefited

Nigeria in a variety of ways.

The convenience of employing one standard format reporting improves the quality of
presented information as professionals can easily understand such reports. The implementation
of the IFRS will improve access to the capital markets. Furthermore, national regulatory
authorities will see a greater quality of financial reporting and data provided for new and varied

aspects of the business.
2.13.2 Economic growth

According to Enthoven (1977), accounting helps form the investment climate by establishing
processes and controls that inspire investor trust, which leads to healthy growth. IFRS are used
by countries and enterprises to improve financial reporting, remove barriers to cross-border
investing, increase market efficiency and lower capital costs. According to (Albu and Albu,
2012), The Romanian motive for adopting IFRS is typically couched in broader terms and is
primarily related to economic development. Adoption of IFRS lowers the capital cost, enables
international capital mobilisation, promotes market development, improves value, and boosts
market liquidity (Dask and Gebhardt, 2006; Daske et al., 2008; Elhouderi, 2014; Al-Mannai
and Hindi, 2015; Nurunnabi, 2017; Almansour, 2019). According to lyoha and Faboyede
(2011), the primary objectives were to accelerate the transition to a market economy and to
attract FDI by establishing a credible and transparent accounting system that provides users,
particularly managers, with accurate accounting information for decision-making. It has also
been claimed that adopting IFRS is a legitimising move for emerging countries to promote
themselves as organised, and well-regulated modern place to do business (Hamawandy et
al., 2021).

By shifting from local GAAP to IFRS, various scholars (Odia and Ogiedu, 2013,
Elhouderi, 2014, and Nurunnabi, 2017) believed that IFRS adoption enhances the influx of
FDI and allows businesses to expand globally. In addition, IFRS advocates frequently argue
that harmonised accounting standards benefit market operators and economies as such

improved financial reporting and transparency would improve investor demand for equities
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and minimise capital cost (Delcoure and Huff, 2015). The quality of financial data is a critical
factor in capital markets development and effectiveness (Baiman and Verreccchia, 1996;
Verrecchia, 2001).

Abdulrahim (2015) argues that FDI improves the receiving country's growth
and competitiveness, benefiting from domestic and foreign businesses. This will benefit Libya
to diversify its national income, which is currently 95% dependent on the oil and gas industry.
According to Jermakowicz and Gornick-Tomaszewski (2006), countries with foreign investor-
friendly financial markets are more positioned to adopt IFRS. Daske et al. (2008) noted
that IFRS adoption improves stock market liquidity and Tobin's Q while lowering corporate
capital costs. According to Lahmar and Ali (2017), adoption can boost the economy if strong
regulatory authorities and regulations accompany it. Li (2010) observed that the influence of
voluntary and mandatory adoption of IFRS on equity cost showed that countries with strong
legal enforcement gain from IFRS adoption as it lowers a company's cost of capital, as earlier
reported by Zehri and Chouaibi (2013). In the view of Cameron (2014), corruption and tax
evasion can be minimised only when there is accountability and tax transparency. In some
African countries, the adoption of IFRS in a hostile environment can help achieve private and
public accountability for revenue losses. Citizens will ask for transparency, credibility,
and accountability of tax documents compatible with IFRS after its adoption, which may deter
some taxpayers from engaging in tax fraud (Kurauone et al., 2021).

The norms, culture, government servants and general public expectations will all be less
inclined to engage in corrupt acts if a country has regularly attained the good governance
requirement of adopting IFRS, according to Rose and Peiffer (2019). According to Zeghal and
Mhedhbi (2006), the implementation of International Financial Reporting Standards (IFRS)

does not have a significant impact on the economic progress of developing countries.

Furthermore, as per Larson and Kenny (1995), the adoption of IFRS is not the only element
that can help countries achieve faster economic growth, as trustworthy financial statements are
needed to improve investors' confidence. Other factors like legal aspects, cultural aspects and
education play significant roles as they might be an obstacle to achieving economic growth;

this challenge will be discussed next.

2.14 Challenges of IFRS adoption in developing economies

Scholars have noted that IFRS adoption leads to the generation of high-quality accounting data,

increased value-relevant information, improved firm comparability and economic growth.
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However, some studies claim that IFRS adoption is ineffective in economically
underdeveloped countries with subpar law-enforcement authorities as the resources are limited
and there are fewer incentives for auditors and managers (Agostino et al, 2010, He Wong, and
Young, 2012, Papadamou and Tzivinikos, 2013). Indeed, IFRS is appropriate for capital
market-based organisations that are regulated, particularly in industrialised nations with strong
legal enforcement, tight monitoring, and oversight. Many challenges to implementing IFRS
have been found, but they are not completely similar and the degree of a challenge has not been
experienced equally across countries (Wong, 2004; Ashraf and Ghani, 2005). Understanding
these challenges will probably help countries (like Libya) adopting IFRS or intending to adopt
IFRSs, to realise a better way of achieving international accounting practice (Wong, 2004).
Some of the challenges of IFRS adoption from the perspective of developing nations are

reviewed in the next section.
2.14.1 Accounting education

The literacy levelis shown to correlate (Zehri and Chouaibi, 2013) with IFRS
adoption decisions. While analysing the findings of 120 nations on IFRS adoption among listed
businesses, Archambault and Archambault (2009) corroborated this notion on the impact of
literacy level on IFRS adoption decisions. Other scholars (Zeghal and Mhedhbi, 2006, Zehri
and Chouaibi, 2013) observed that countries with greater literacy levels showed more
interest in IFRS adoption while researching the factors impacting IFRS adoption in developing
nations. Furthermore, the choice to adopt the IFRS positively correlates with the literacy
percentage of the countries surveyed. According to Nurunnabi (2017B) and Alsulami
and Herath (2017), one of the most significant problems in implementing IFRS is a lack of
professional judgment-making skills. This, according to both authors, is due to flaws in the
educational system. The lack of a mature accounting profession capable of interpreting and
applying the more critical components of IFRS could jeopardise the accounting profession's
credibility. This can lead to blunders and errors, especially in the early stages of adoption (Fino,
2019). In precise terms, a lack of accounting education may hinder the proper application of
the IFRS. Some of the accounting profession's issues include obsolete curricula, insufficient
faculty members and old teaching methods; all of these can impede the application of IFRS in
various ways (Laga, 2013; Faraj and El-Firjani, 2014; Abeleje, 2019). Fino (2019) reported
that the adoption of the IFRS is an expensive procedure. Examples of such costs include
translation costs, human training costs, software system modifications, the purchase of new

accounting books, and the needed consultancy services. IFRS implementation in poor
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countries can be hindered by a lack of information and comprehension. Several authors have
asked for more education on the topic as a result of this (Nurunnabi, 2015; Almotairy and
Stainbank, 2014). According to Fino (2019), standards overload, firms' efforts
toward complying with IFRS that are more complex than their business requirements, and the
inability of local professionals to operationalise them are all challenges to IFRS adoption.
However, these expenses may be considered a necessary investment in developing a country's
financial system and accounting and auditing education will aid in the smooth adoption of
IFRS. Though teaching about the shift to IFRS can be difficult, the increasing number of tools
accessible to accounting educators should help IFRS be taught successfully worldwide
(Kurauone et al., 2021). In a similar vein, Al-Akra, Ali and Marashdeh, (2009) suggest that good
accounting and auditing education helped in the smooth adoption of IFRS in Jordan.

There has been some debate as to whether the incompetence of professional accounting groups,
which the 1ASB relies on for guidance in the application of accounting standards, could be a
further obstacle to a unified approach (Yapa, 2003, Joshi, Yapa, and Kraal, 2016). Adoption
alone has been suggested, as insufficient to ensure development; much depends on the
institutional and enforcement procedures of the country (Leuz, 2013). The study by Hassan et
al. (2014), for instance, concluded that IFRS adoption in Iragq did not result in improved
accounting quality due to the institutional instability in the country; however, Kolsi and Zehri
(2013) argued that adoption is worthless if it is not companied by a strong legislative and

regulatory framework.

In some developing nations, the quality of governance institutions is generally low, which
poses significant problems in adopting IFRS, and so are important factors of choice to adopt
IFRS (Ball. Kothari and Robin, 2000; Ball, 2006; Leuz, Nanda and Wysocki, 2003). According
to La Porta et al. (1999), countries with poor governance institutions are more likely to have
slow-moving, corrupt, or ineffective governments incapable of or resistant to change. Because
the switching and opportunity costs are lower in such countries, the possibility to adopt a
foreign set of accounting standards may be advantageous. As a result, nations with less
developed institutions, such as Libya, are more likely to embrace IFRS due to reduced

switching and opportunity costs.
2.14.2 Culture

To construct an accounting system that fits their needs, developing countries should evaluate

the importance of the cultural, social, economic, and political environment. They may,
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however, profit from using IASB-issued IFRS, while taking into account local environmental
and cultural constraints is critical (Fino, 2019). The International Accounting Standards Board
(IASB) was founded to reduce the ensuing differences between national systems (Alsulami and
Herath 2017; Alkhtani, 2012). According to Lasmin (2012), adopting IFRS in emerging nations
is driven more by culture than by economic pressure since cultural values differ significantly
among countries (Skotarczyk, 2011, Alkhtani, 2012, Alsulami and Herath, 2017). This has
prompted others to study the impact of international frameworks like the IFRS that are
perceived and applied. Implementation of IFRS is influenced by cultural values such as
language, local cultural elements, the state's economic power, and legal systems. Also, they
can be a major challenge in implementing IFRS (Weaver, 2014; Cardona, Castro-Gonzalez and
Rios-Figueroa, 2014; Nurunnabi, 2015; Parker, 2016; Edeigba, 2017; Wadesango and Ncube,
2020).

A big problem for developing countries in adopting IFRS is the language of the standards. The
IASB issues standards in the English language. The translation of IFRS is a costly and time-
consuming process. According to Nurunnabi (2017), language barriers are one of the most
significant barriers to IFRS adoption in the country. For example, research on the transition to
IFRS in Romania (lIstrate, 2015) found inconsistencies in the translated Romanian version.
Contrarily, Aljifri and Khasharmeh (2006) noted that financial information written in
the English language might be considered a strong element in the decision of the United Arab
Emirates to adopt IFRS. The advantage of utilising English as a reporting dialect in accounting
standards comes as the firm opens itself to potential investors, raising its financial specialist
base and diminishing its quality markdown. A few variables underlie the positive relationship
between the utilisation of English and the amplification of the base of potential speculators
(Aljifri and Khasharmeh, 2006). Stock trades situated in English-speaking nations are up to
65% of the world securities exchange capitalisation, and 93% of budgetary experts who are
individuals from the Chartered Financial Analyst (CFA) organisation are situated in English-
speaking nations. So, reporting their financial data in English using IFRS is very beneficial for
such countries (Jeanjean, Lesage and Stolowy, 2010). The harmonisation of accounting
standards represents a big step forward in the effort to make financial statements from various
countries more intelligible. However, scholars have argued that simply keeping the financial
statements similar is not enough to assure international comparability; applying the IFRS is
also critical (Edeigba, 2017; DeFond et al., 2011; Nurunnabi, 2017B).
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Zehri and Chouaibi (2013) claimed that developing countries with the highest literacy rate,
high GDP growth rate and effective legal systems are the most motivated countries to adopt
IFRS, while on the other hand, cultural pressures, the political system, the existence of a capital

market and internationality does not affect the adoption of IFRS.
2.14.3 Legal

Unified rules and a lack of regulatory methods, according to Mande (2014), are other potential
issues to IFRS adoption. The country's political and legal system influences the quality of
financial accounting and auditing as to many researchers (Salter and Doupnik, 1992, Leuz,
Nanda and Wysocki, 2003, El Ghoul, Guedhami, and Pittman, 2016). Furthermore, Almansour
(2019) reported that the implementation must comply with existing rules and regulations,

which include Sharia law in the case of Islamic countries.

While English and French laws prevail in some African countries, Islamic culture has had a
significant influence on the development of IFRS in other African territories. A hybrid legal
structure in some states such as Nigeria and Mauritius makes it even more difficult to execute
the International Financial Reporting Standards (IFRS). Due to religious rules that limit the
amount of money a borrower can earn from a loan; Islamic lending does not allow for interest
to be charged (which is the case for Libya that is governed under Islamic law). While it may
seem like a good idea at first, this is in direct conflict with the International Financial Reporting
Standards (IFRS) (Revenue).

Since IAS 24 (related party disclosure) is outlawed in some countries, such as Egypt, the goal
of providing adequate financial information to key parties such as shareholders (for the
financial markets) and the government may not be met by IFRS; hence (for tax purposes).
However, Osemeke and Adegbite (2016) argued that considerable discrepancies between the
domestic legal system and IFRS may indicate that firms are more likely to overcome obstacles
posed by the variety of legislation involved with IFRS implementation. Also, as Tyrrall and
Woodward and Rakhimbekova (2007) have found, the adoption of IFRS provides more
standards dealing with specific accounting issues, but they do not cover all of them. Thus, other
national accounting standards or laws are needed to fill the gaps. Research also shows that the
adoption of IFRS in many countries was modified to utilise the domestic GAAP (tax
legislation) for taxation computations since variations among general financial information of

tax purposes (tax laws) are significant. In Madagascar, for example, enterprises are allowed to

50

—
| —



create two financial reports (Alesina and Perotti, 1996; Chan, Lin and Mo, 2010; Chen and
Gavious, 2017).

Although IFRS adoption alone will not improve a country's financial reporting quality, with
strong legislative and judicial mechanisms in place, accurate and relevant financial reports may
be created for financial reporting and taxation (Kurauone et al., 2021). IFRS adoption may
come with many concerns and obstacles for developing nations; hence, addressing these issues

one at a time would enable these countries to apply the standards (Fino, 2019) properly.

2.15 Factors and pressure affecting IFRS adoption in developing economies

In addition to the possible opportunities associated with adopting IFRS which can sway
adoption decisions, some countries have found it mandatory due to external pressure
from international organisations like the IMF, World Bank, etc. (Hooper and Morris, 2004
Nurunnabi, 2017). According to Sucher and Alexander (2004), international accounting firms
(IAFs) play a crucial role in encouraging IFRS adoption by developing nations to list
their companies globally.

Zeghal and Mhedhbi (2006) investigated the factors that might influence whether or not 64
emerging countries adopt IFRS. Scholars analysed economic development, the degree of
external economic liberalisation, educational levels, the existence of a financial market, and
cultural affiliation with a group of countries. Countries with high literacy rates and strong

capital markets are willing to apply IFRS, the study found.

Another work by Archambault and Archambault (2009) examined 120 nations' (developed and
developing) decisions regarding the adoption of IFRS for their public trade companies based
on a variety of contextual factors. The study noted significant roles of culture, political systems,
and economic systems in their empirical model. The findings revealed that when countries'
levels of education and import operations rise, they are more likely to allow IFRS to be used.
Furthermore, the amount of economic development appears to have a major impact on allowing
public companies to implement IFRS. Political systems, inflation rates and international stock
market listings, on the other hand, were found to have no impact on countries' decisions to
allow or disallow IFRS use (Abeleje, 2019). However, Kurauone et al. (2021) argued that a
lack of political stability could delay IFRS adoption. This could be the case for this study since
Libya is currently undergoing a period of political instability.
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IFRS adoption is driven either by business groups or by the government. For instance, IFRS
adoption was compelled by the EU, Bangladesh, and Pakistan (Abeleje, 2019), while in
countries like the UAE and Bahrain, IFRS adoption was driven by corporations operating
within their borders (Zeghal and Mhedhbi, 2006; Mufid, 2019). Owing to the inefficiency of
the accounting profession in the UAE, the country saw IFRS adoption as an opportunity
(Mufid, 2019). The crucial issue is determining whether a country tends to deal appropriately
with international standards when there are challenging applications and enforcement of those
standards. On the other hand, Nnadi (2012) examined the British influence on IFRS adoption
in Ghana, Kenya, Nigeria, Zambia, South Africa and Uganda. The study found that most of

these countries follow their colonial rulers in IFRS adoption.

As to the participation of international enterprises, certain corporations in underdeveloped
countries are motivated to apply 1ASs. A rise in the number of foreign banks in Saudi Arabia
and Qatar adopting International Accounting Standards (IASs) voluntarily led their authorities
to enforce the standards' applications. As a result of pressure from international corporations,
authorities in the Gulf Cooperation Council (GCC) accepted the International Accounting
Standards (IAS). The improved financial reporting in Iran, for example, has attracted greater
FDI as a result of the country adopting the International Accounting Standards (IASs)
(Mashayekhi and Mashayekh, 2008). As Dobija and Klimczak (2010) stated, the adoption of
IFRSs/ 1ASs resulted in a narrowing of the gap between the country's GAAP and IAS in Poland,
which in turn improved financial reporting harmonisation. FDI has therefore grown more

tempting.

According to Lasmin (2011), many were compelled to embrace the criteria by international
authorities. The IMF and the World Bank are the controllers of the international financial
markets. Their major goal is to boost economic development by providing money to countries
that qualify for loans. They are deeply rooted in the capitalist economy (Nurunnabi, 2015A;
Annisette, 2004). International organisations such as IMF and the World Bank (WB) can freely
deal with countries that follow the IAS/IFRS accounting standards. The World Bank and the
International Monetary Fund have continuously insisted on IFRS adoption as a condition for
lending to countries (Chamisa, 2000 Alsaqga and Sawan, 2013; Ibrahim, Stanton, and Rodrigs,
2014; Nurunnabi, 2015; Abeleje, 2019). According to Mir and Rahaman (2005), this
requirement is a major motivator for governments and accounting bodies to embrace the IFRS,

particularly in emerging nations.
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The WB and IMF, according to Cooke and Wallace (1990), are the primary promoters
of accounting coordination in developing and emerging countries. International accounting
organisations are hired to assure compliance with IAS/IFRS. The Big Five businesses (now
Big Four), according to Rahman, Perera and Ganesh (2002), play a crucial role in the global
standardisation of accounting methods. The literature indicates a link between IASs adoption
and the auditing profession, as seen in Bahrain, where auditors advise their customers on 1ASs
adoption (Al-Basteki, 1995). Furthermore, Joshi and Ramadhan (2002) noted that small
business accountants see a direct link between the function of Big Four external auditors and
IASs adoption by companies in Bahrain. In a similar vein, Prather-Kinsey and Meek (2004)
investigated the compliance level of companies from various nations and noted that companies
that international firms audit have greater disclosure of accounting information and better
compliance with the standard's requirements. Hence, international accounting firms are
believed to play a significant role in IFRS adoption since they are seen as trailblazers in the
auditing profession in many countries. Gallhofer, Haslam, and Kamla (2011) pointed out the
negative impact foreign accounting firms could have on the local accounting businesses'
viability, citing the high expense of training already existing accounting professionals to
implement IFRS in their work. However, in some developing nations, the isolated operation of
the accounting practises and accounting regulators can be easily seen in the high expense of
conversion to an internationally recognised system, as well as the potential negative
consequences of this adoption. As a result, such international systems will necessitate a certain
degree of transparency, which could jeopardise the conservatism and tight control those
political systems in several developing nations have adopted. Finally, Lasmin (2011) revealed
accounting firms can simply replicate each other based on IFRS standards, with a demonstrated
track record of profitability and long-term growth. The study showed that IFRS implementation

is driven not just by economic forces, but also by concerns about social legitimacy.
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2.16 Theoretical Foundation

This chapter provides the theoretical foundation of the financial accounting and reporting
standards, supported by the pertinent research output as the literature. To this avail, the theory
and the conceptual framework are explored. First, an overview of the relevant theoretical
foundation and justification is presented, followed by a conceptual framework based on these

theoretical underpinnings.

2.16.1 The Theoretical Foundation

In search of an appropriate theory to explain and assist firms and countries in dealing with the
dynamic nature of accounting systems, one needs to evaluate several options. Perhaps
economics is the most applicable and appropriate discipline within the social sciences. The
neo-classical economic theory postulates that due to the presence of perfect competition, firms
must present accurate, consistent and honest accounts of their activities to the public. In short,
according to neoclassical economists, competition is the driving force in bringing about
transparency, consistency and accountability (Meeks and Swann, 2009). Although it may
appear appealing, the neo-classical approach is based on several highly restrictive assumptions.
The assumptions of perfect competition and perfect information are hard to digest in the real
world (Colander, 2000). Furthermore, as predicted by the neo-classical theory, perfect
competition leads to a self-adjusting mechanism that would render any government regulation
unnecessary and ineffective (Colander, 2000).

Another attempt in justifying the application of accounting standards within economics is a
rather recent agency theory postulating that for the sake of protecting shareholders, corporate
managers are encouraged to implement accurate and consistent accounting standards.
Therefore, according to agency theory, presenting such quality accounting standards is also
beneficial to management for demonstrating their performance and bids for any
compensation/bonus arrangements (Phan and Mascitelli, 2014). The main problem that may
arise from the agency theory is that for the sake of maximising their compensation/bonus,
managers may end up exaggerating their performance, hence presenting inaccurate accounts to
shareholders. In line with agency theory, the so-called stakeholder theory also provides an
explanatory account based on normative and ethical pillars to justify the implementation of

accurate and consistent accounting standards (Broker, 2013).

However, since the late 1970s, with the emergence of the so-called institutional theory, it has

become more appropriate to use the theory to justify the evaluation and implementation of
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international accounting standards in most countries. Dugger's pioneering work (1979)
demonstrated that although the neoclassical method is more relevant to pricing mechanisms,
the institutional theory offers a more realistic methodology for explaining why and how
businesses tend to change over time.

2.16.2 Institutional Theory

An institution is a registered and recognised social entity with objectives, guidelines and
homogenous activities (DiMaggio and Powel, 1983). According to Scott (2013), the
institutional theory provides the appropriate methods to explain why businesses respond to
institutional change to maximise their legitimacy. Although the institutional theory was
initially established and applied in developed economies, numerous studies have proven that it
has a favourable effect on the development of international accounting standards in developing
and emerging nations (Mir and Rahaman, 2005; Irvine, 2008; Gallhofer, Haslam and Kamla,
2011; Nadia and Catalin, 2014; Sellami and Gafsi, 2019). The attraction of the institutional
theory is that it offers a much broader scope within the social sciences by bringing about
economic thought within cultural, social, political and technological disciplines (Dugger, 1979;
Scott, 2013; Greenwood et al., 2017).

The institutional theory offers two derivatives: old institutional economics (OIE) and new
institutional theory (NIT). Together these three variants enable researchers to acquire full
knowledge of institutions, regarding their accounting procedures and adaptation practices
(Ibrahim, Stanton and Rodrigs, 2014). In light of the current work's goals and objectives, the
research seeks to apply a new institutional theory to explain the application of international
financial information reporting standards in Libya. The theory offers the processes in which
guidelines, standards and final practices are formed as a valid procedure for an institution’s

social conduct and responsibilities (Scott, 2013).

2.16.2.3 New Institutional Theory (NIT)

Unlike the old institutional theory, NIT offers an environment through which institutions’
causes and effects are examined. To put it another way, NIT provides managers with the tools
they need to recognise and assess the effects of external expectations on their organisation's
structures and practices and the goals the organisation sets for itself to be considered valid
(DiMaggio and Powel, 1983). The concept of validity is referred to as institutional

isomorphism, through which the institution seeks to conform to its environmental changes and
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hence is socially established and responsible. In essence, NIT attempts to demonstrate that
external influences are more important to an institution’s survival than mere cost-minimisation
or profit-maximisation objectives. Furthermore, according to NIT, these external
environmental influences vary significantly from one activity to another. On the other hand,
institutions operating in similar environments tend to follow a similar design and
implementation of their internal accounting practices and standards (Moll, Burns and Major,
2006; Albu et al., 2011; Ibrahim, Stanton and Rodrigs, 2014).

NIT, therefore, predicts that due to the presence of isomorphism within a given environment,
institutions tend to follow the same practices and standards in their documenting and reporting
accounting statements (Rodrigues and Craig, 2007). This means that institutions are seen to
converge in their values, strategies and policies in dealing with their external influences
(Annisette, 2004; Mir and Rahaman, 2005; Nurunnabi, 2015). As has been elaborated in
DiMaggio and Powel (1983), convergence in values makes institutions gain access to available
resources easier, hence enabling them to survive and flourish within their community. In short,
convergence in values, practices and standards, according to NIT, comes from isomorphism.

In addition, isomorphism may be driven by several forces.

One valid source of isomorphism is called mimetic isomorphism, whereby institutions mimic
and closely copy the internal structures of other institutions — preferably the successful ones —
to gain similar credibility and legitimacy (Ibrahim, Stanton and Rodrigs, 2014). Such a mimetic
approach may well be seen to be adopted at a macro level. For example, governments tend to
follow similar standards and policies across their public institutions to convey and maintain
consistency in estimating performance and delivery of information (Oliver, 1997; Albu et al.,
2011). Countries too are found to follow similar regulations and standards, according to
mimetic isomorphism, so that to be able to compete more effectively in global markets and

hence sustain international legitimacy (Irvine, 2008; Ibrahim, 2014).

Therefore, mimetic isomorphism may well be regarded as a reaction to organisational
questionability in search of the best course in practice. This is to say, imitative action can
potentially lead to standardisation across a given activity or industry, hence enhancing quality
(Grecco et al., 2013). Furthermore, this action appears to be a factor in protecting organisational
reputation and existence (Kostova and Roth, 2002). However, despite its validity and
significance, mimetic isomorphism across different cultures may be irrelevant and destructive
at times (Alshbili, 2016).
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Competition can also be the driving force behind pushing institutions to adopt their
competitors’ strategies and standards. In a given industry, companies tend to compete with one
another not only on the price or quality but also on enhancing their standards and corporate
social responsibility (DiMaggio and Powel, 1983). In effect, consistency in standards and
procedures (regulation, framework, policies) may be interpreted as the very aspect of sustaining
quality (Oliver, 1997; Ibrahim, Stanton and Rodrigs, 2014). In particular, competition means
that organisations must adhere to procedures and standards to maintain legitimacy (lrvine,
2008). In particular, competitive forces have pushed institutions to adopt and fully implement
international standards in accounting, primarily in developed economies (Ibrahim Stanton and
Rodrigs, 2014).

Normative isomorphism is another form of influencing values by bringing about a series of
conventions and practices that are supposed to be legitimate and accepted by society, hence
conforming to ethical considerations (Scott, 2013). This kind of isomorphism tends to arise
when institutions are incentivised to improve standards to avoid possible sanctions or
punishment (Greenwood et al., 2017). According to DiMaggio and Powel (1991),
professionalism can lead to isomorphism through two channels: networking and education. The
authors elaborate that universities and training centres act as factors that motivate and pressure
certain values and norms to exist among workers and managers. Normally, these professional
bodies/associations are found to determine professional and ethical behaviour (DiMaggio and
Powel, 1991). However, in some cases, the values and norms dictated to members by an
association may not necessarily be in line or in conformity with other organisations or
professional bodies. For example, the Libyan Accountants and Auditors Association’s
tendency toward safeguarding the traditional values appeared to have been destructive in
accepting and adopting the new international accounting standards. In essence, adopting IFRS
in Libya would be beneficial for business and the economy as a whole, yet the norms and values
imposed by the associations appear to be at odds with such developments. This seems to be an
ongoing problem in Libya and several other Middle Eastern countries, working with
international and joint venture firms, as highlighted in Alshbili (2016), as the partner's values

tend to vary significantly.

The final source of isomorphism may be associated with the so-called coercive pressure, which
may be enforced formally or informally. The informal pressures may come in the form of

following some codes of conduct and guidelines or behavioural norms and conventions
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(Alshbili, 2016). On the other hand, the formal pressures may include the regulations and laws
and how they are implemented and imposed (Kim and Shi, 2012). Under formal coercion, in
avoiding possible punishments or sanctions, organisations are found to respond to these
pressures and closely follow the necessary organisational practices (Greenwood et al., 2017).
Therefore, an organisation that is found to follow these regulatory measures is expected to
achieve ultimate legitimacy and social credibility. Both formal and informal pressures may be
exerted by international organisations such as the multinational organisations, the World Bank
and IMF in moving towards global harmonisation of standards. In particular, since the early
1980s, such international organisations have been exerting pressure on developing and
emerging countries to harmonise or adopt international financial reporting standards in their
accounting practices (Barbu and Baker, 2009; Albu et al., 2011).

In some cases, the IMF has been adamant to offer financial and technical support for developing
countries ready and willing to adopt the international accounting standards. These strategies by
international institutions have been regarded as means of modernisation towards unifying
standards globally (Meyer and Rowan, 1977, Albu et al., 2011). Several studies have shown
that such incentives and pressures by IMF and the World Bank have been beneficial for the
implementation of IFRS in several developing countries, hence increasing their global
competitiveness and legitimisation in attracting foreign investment (Mir and Rahaman, 2005;
Hassan, 2008; Irvine, 2008; Lasmin, 2011; Albu et al., 2011; Andelkovic and Zubac, 2019).

To summarise, institutional theory and the various facets of theoretical underpinnings are
explored from the lens of institutional theory in the aforementioned section. However,
investigations on the adoption of IFRS using NIT in emerging nations are observed to be
lacking (Albu et al., 2011; Ibrahim, 2014). Therefore, the author has aimed to bridge this gap

by employing an NIT-based framework in this work.

2.16.3 Conceptual Framework

Following the examination of the theory and the literature review based on the NIT, Figure 2.2
demonstrates the full conceptual framework of the research. According to Figure 2.2
Conceptual Framework given the existing accounting standards in Libya (Libyan GAAP), two
groups of factors push toward adopting international accounting standards, viz. external
pressure and potential opportunities associated with adopting IFRS. The external pressure is
from the organisations such as the World Bank, IMF, international trading partners and

accounting firms like the Big Four. On the other hand, the potential benefits, as explained
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before (see Section 2.13), includes comparable and transparent accounting reports along with
economic benefits such as foreign investment. As a result, Libyan institutions can gain further
opportunities to achieve validity and integrity in the international arena, hence becoming
competitive to bid for capital markets and attract inward foreign investment.

Similarly, two sets of factors are the causes of pulling away from adopting IFRS. These factors
are internal pressure and the possible challenges associated with implementing IFRS in Libya.
These internal factors are inherent to Libya and include legal and regulatory hurdles and
cultural predispositions, accounting education, and the country's political landscape. The
previous chapter (see section 2.14) deliberates these factors and associated challenges. Each of
these factors has a varying adverse impact on adopting IFRS. However, it is worth noting that
the internal pressure has been rather limited and inconsistent, while the external pressure by
international bodies has been significant, exerting a series of incentives and support favouring

the adoption of international accounting standards.

Libya varies significantly in political, legal, social and cultural aspects from the countries
involved in the design and development of IFRS. In addition, limited research is seen in the
literature on the Libyan state's multivariate aspects of IFRS adoption. In this work, NIT-based
workflow is employed to investigate the adoption of IFRS. The institutional pressure asserted
by international organisations is reviewed in this work, followed by the opportunities and
challenges associated with IFRS implementation. The pressure to adopt international standards
has been explored through the lens of isomorphism, wherein coercive push by international
organisations such as the monetary fund and the World Bank and mimetic pressure from
international accounting firms have been reviewed. Also, normative pressure from professional

bodies such as LAAA has been considered.

To this end, the author has first attempted to explore the characteristics of both Libyan GAAP
and IFRS practising, specifically for extractive industries. This is followed by an exhaustive
exploration of the potential benefits of implementing international standards as well as
challenges in their implementation. Further, the causes for the delay in implementing IFRS in
Libya are also explored. These are illustrated as research questions (RQ) in Figure 2.2

Conceptual Framework
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2.17 Summary and Research Gap

The current chapter provided an overview of Libya's environment, considering the country's
demographic political-economic aspects over the past few decades. In particular, references
were made to the post-independence period up to the present time. One should expect the
economy to flourish in a massive land with a relatively small population endowed with
enormous oil and gas resources. However, due to mismanagement of the economy at the
expense of some trivial political gains, the previous regime which ruled Libya for over 40 years
failed to enhance the educational and professional standards of the people. In particular, as
highlighted in several parts of this chapter, the accounting profession was no exception: the
supposedly regulatory measures and Articles, the establishment of professional bodies and

associations, and the watchdogs all failed to deliver the promise.

The author has identified several problems facing the adherence of accounting practices to
international standards. Libya is predominantly a tribally-based country with Islamic and tribal
values still playing important roles in all activities and ways of life. This deeply rooted culture
may have been one of the pivotal factors hindering the adoption of international standards and
practices into the current poorly practised Libyan accounting. Furthermore, the accounting
associations and unions established by the previous regime were highly politically-minded and
hence had no interest in enhancing the accounting standards and practices. Decades of their
activities as the watchdog of the accounting profession, these associations failed to bring
meaningful positive changes. Hence, accounting qualifications and training/education
programmes were either weak or non-existence. In short, the entire economic activities in the
country were highly politicised and had very little respect for the emancipation of professionals

in the country.

The previous sections discussed the history of domestic and international accounting standards.
Also, the endeavour toward accounting harmonisation was discussed with the benefits and
challenges faced by developed countries. Furthermore, these sections focused on the literature
from the perspective of developed countries on IFRS adoption; however, developing countries
are believed to face different sets of challenges regarding IFRS adoption. This research focuses
on the applicability of IFRSs for Libya and the potential problems and benefits that adopting
IFRS may bring. It also focuses on the elements that may impact accounting systems in
developing countries. In this effort, existing literature on the adoption and relevance of these

standards from the perspective of developing countries was reviewed.

61

—
| —



According to the review in this chapter, the International Financial Reporting Standards (IFRS)
are becoming a key factor in emerging economies. An overview of the debates about whether
IFRS can be applied to developing countries is presented first, followed by a look at the results
of a study into whether IFRS can be used in Libya. IFRS adoption has been shown to boost a
country's global market access and attract foreign direct investment (FDI) by ensuring potential
foreign investors. According to the literature, IFRS implementation in developing nations holds

great potential as well as significant challenges.

Next, the researcher discussed the effective factors when adopting IFRS in emerging
economies, such as the enforcement of international organisations like the World Bank and the
IMF. Researchers have noted that IFRS tended to improve financial reporting quality,
transparency and economic expansion; however, others have argued that these benefits are only
possible if there are strong enforcement mechanisms in contexts. Major obstacles to IFRS
implementation include a lack of such procedures and training to raise local awareness and

understanding, as well as concerns about cultural incompatibilities with IFRS regulations.

These investigations have improved the knowledge of the potential benefits and constraints of
IFRS adoption in developing nations; this study adds to knowledge by concentrating on Libya’s
decision to use IFRS for extractive industries as a previously unexplored context. The study
also pioneers the use of new institutional theory (NIT) to better understand the internal
and external variables driving the transition of sectors to IFRS. These factors are largely driven
by coercive, normative, and mimetic pressures, as stated in this work's conceptual framework,
which is based on primary data as opposed to the secondary data used in the literature (Irvine,
2008). The next chapter will review the method used to answer the research questions and

highlight the research philosophy underpinning.
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CHAPTER Three : Methodology and Method

3.1 Introduction

Research Methodology refers to a logical and scientific process that is adopted by the
researcher to investigate the research problem under consideration. It has been defined
differently depending on the different classification of the social research terminology. For
instance, Saunders, Lewis, and Thornhill (2007, p. 44) defines research methodology as the
way of “how research should be undertaken, including the theoretical and philosophical
assumptions upon which research is based and the implications of these for the method or
methods adopted”. Others such as Crotty (1998, p. 3) defined methodology as “the strategy,
plan of action, process or design lying behind the choice and use of particular methods and

linking the choice and use of methods to the desired outcomes”.

This chapter describes the used research processes of generating and analysing the research
data concerned with the research phenomenon of examining and evaluating the benefits and
challenges of IFRS implementation within the Libyan sector of oil and gas. It presents the
justification for adopting a particular research philosophy and methodology in this research to

achieve the research aims and objectives.

To begin, the chapter is going to discuss the research philosophy explaining positivism,
interpretivism and pragmatism. Then, it discusses the current research study’s design,
approach, strategy, data generation (questionnaires and semi-structured and group interviews)
and analysis (thematic data analysis) techniques. It also describes the technique of sampling,
the characteristic of participants and the conducted piloting study. Further, the test of reliability
and normality and Cronbach Alpha were discussed in the chapter. Finally, it presents the
associated ethical consideration in social science research. The chapter is concluded by

summary and conclusion to the discussion.

3.2 Research Philosophy

The choice of research philosophy / paradigm is an essential step need to be taken into
consideration by researchers while piloting their research objective (Collis and Hussey 2014).
Philosophy is a crucial element in the research since it influences the design of the research as
well as the knowledge that is gained. According to Hughes and Sharrock (2016), research

philosophy can be defined as the assumptions and beliefs regarding the nature and the
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construction of knowledge. Saunders, Lewis, and Thornhill (2009, p. 124) provided a more
profound definition of research philosophy: “it is precisely what you are doing when

embarking on research: developing knowledge in a particular field”.

There are two major research philosophies in the research context: positivism and
interpretive/phenomenological research (Easterby-Smith, Thorpe and Jackson 2012).
However, Saunders, Lewis, and Thornhill (2016) argued that researchers should be able to
combine the two philosophies to overcome any insufficiency that may occur from applying a
single perspective in order to minimise disadvantages whilst maximising strengths of the
research validity and reliability. They referred to a mixed approach such as pragmatism. The
application of pragmatism can also help improve data collection for analytical purposes
(Creswell, 2014). This research project has been conducted based on pragmatism paradigm.
Detailed definitions and characteristics of these three paradigms are discussed in the following

sections.

3.2.1 Positivism

Positivism is based on the view that the world is external (Carson et al 2001) and that regardless
of the researcher's point of view or conviction, all research phenomena have a single objective
reality (Hudson and Ozanne, 1988). When it comes to guiding investigation, this philosophy
follows an organised and fundamental process that begins with identifying an unmistakable
study subject, producing plausible hypotheses and employing an efficient research technique
(Churchill, 1996; Carson et al., 2001). As illustrated by Carson et al. (2001) in conducting
their research, the positivists exclude themselves from the participants to avoid any impartiality
between reason and feeling. Additionally, they attempt to maintain a reasonable boundary
between individual experience and science, as well as between value judgement and reality. It
is equally critical in positivism to maintain objectivity and to employ consistent and logical

methods to address the study phenomena on continuously (Carson et al., 2001).

To achieve the target reality, factual and scientific systems become the pivotal key to positivist
research (Carson et al., 2001). Thus, positivist researchers attach high weight to a reasonable
distinction between reason and feeling when dealing with individual experiences; hence
recognising certainty and esteem judgment. Hence, positivist researchers tend to apply
quantitative approaches in testing their hypotheses or finding answers to their questions. By
this, they aimed to generalise their finding on the wider society as proof of reality in the context.

In this research, the positivist paradigm was considered with the aim to build a ground for the
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understanding of the research phenomenon since it has not been examined in this context. A
survey study was conducted to get the general knowledge, views and perceptions of the
research phenomenon. However, such investigation was not enough to achieve the aims of the
research study. Since interpretivists have a different point of view, as discussed in the
following section, the author decided to consider another paradigm to unfold the complex
phenomenon under research to a more deep level to understand the dynamics of the context,

perceptions and practices.

3.2.2 Interpretivism

The reality for interpretivists is relative and multifaceted (Hudson and Ozanne, 1988). In other
words, Lincoln and Guba (1985) disparate realities as having ramifications that are difficult to
identify in terms of settled substances since they are based on disparate frameworks. Hence,
rather than factually determined, the information gained through this philosophy is socially
constructed (Carson et al., 2001; Hirschman 1985; and Hudson and Ozanne 1988). Unlike
positivists, interpretivists are usually engaged in describing, understanding and making
interpretations, which leads them to concentrate on the meanings that the study subject has
associated with the social phenomenon (Saunders, Lewis and Thornhill 2019). In other words,
an interpretivist researcher is regarded as being attached and dependent on the research
subjects, and hence what is seen as reality (Carson et al., 2001; Black, 2006). In the words of
Houston and Ozanne (1988), the interpretivist researcher usually begins their research with
some, no matter how limited, prior yet deficient knowledge. However, through mind blogging
and numerous observations, the researcher reports what is observed as reality. Nevertheless,
the researcher remains open to new learning as more observations are surfaced, accepting the
fact that research subjects can change or re-adjust their views or actions over time (Saunders,
Lewis and Thornhill 2019). Interpretivism tries to explore the impact of human behaviour on
research phenomena rather than simply summarising and forecasting events and results
(Saunders, Lewis and Thornhill 2019). For an interpretivist researcher, understanding
intentions, meanings, causes and other subjective interactions that take place at a certain time

and place is critical (Hudson and Ozanne, 1988; Neuman, 2000).

In short, it can be said that the positivist philosophy is more objective and tends to use mostly
experimental and qualitative approaches while the interpretivist philosophy tends to be more
subjective and uses naturalistic and qualitative approaches in context to inductively understand

human experience and how respondents make sense of their circumstances. In the current
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research approach, it was important to understand the motive and reasons behind the general
attitudes and perceptions regarding the IFRS in the Libyan context. Since adopting any concept
or practice could rely on personal and contextual factors, considering the interpretivism
paradigm in the current research project was of great importance besides the positivism
paradigm. Consequently, the author adopted the pragmatism paradigm as the overall research
philosophy, as it is an inclusive paradigm for positivism and interpretivism philosophies.

Pragmatism is discussed in the next section.

3.2.3 Pragmatism

The very foundation of pragmatism is that the world is not perceived as a complete unity and
that the truth can only be valid at a given time. This is to say that pragmatists are of the view
that truth and reality are dynamic concepts and that they can change from time to time
(Creswell, 2014). Pragmatists are therefore not necessarily devoted to any specific philosophy
or reality, rather they offer the freedom to pick and mix any paradigm to achieve the research
objectives (Creswell, 2014). In terms of ontological, epistemological, and axiological
positions, pragmatism is a coherent and comprehensive paradigm that can be conceptualised.
Pragmatists are particularly concerned with the nature of the research, its processing, and its
interpretation. Nonetheless, pragmatists acknowledge that reality is a by-product of the
information obtained through their approach. The conceptualisation of the philosophy in the
pragmatism paradigm facilitates the possibility of achieving the aims of this research within

the research nature and frame.

Methodologically, pragmatists are those researchers who promote to get the benefit of research
paradigms to understand reality in context. In this way, they argue that one would be able to
minimise any potential bias or weakness arising from the use of one or the other paradigm
(Collis and Hussey 2014). Based on this way of thinking, pragmatism, therefore, breaks away
from the duality between realities and the mind; hence encouraging the use of quantitative and
qualitative data to gain a better understanding of a particular study subject. Therefore, instead
of attaching a weight to the method of investigation, pragmatists regard the research problem
as more significant. In doing so, pragmatism promotes the use of any available methods or
approaches in solving the problem, hence discovering unbiased answers to the research
problem (Nudzor, 2009; Tsang, 2013). The reality cycle, double-faced knowledge, and the
required bias principle are three new terms coined by researchers to describe their findings.

These philosophical stances combine the points of view of both the qualitative and quantitative
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paradigms in a way that is complementary rather than contradictory. This point of view is very
important for this research since it aims for understanding the effect of the IRF in the context
rather than making a comparison with other contexts or focusing only on the broad view,
perception and attitude towards IFRS in the context.

To achieve the research aim, the researcher adopted pragmatic research philosophy as a
paradigm to inform the research methodology. Since this study examines Libyans' attitudes
about IFRS and its implementation in the country, this part of the research requires qualitative
data to be analysed deeply through the interpretivism paradigm. The research part about the
factors that affect IFRS in the Libyan context requires a positivist point of view and different
sources of data (broad and deep data) to examine these factors inclusively. Pragmatism enables
the researcher to become engaged in a deeper approach to validating the research data and
finding through allows the opening of a wider scope and scale for the use of different means of
data collection and examination (Creswell, 2014). The value of mixing design is to allow a
deeper and broader understanding of reality through triangulating and validating the research
methods and findings. According to Deacon et al. (1998), adopting mixed techniques in data
collection and analysis might reveal difficulties that are more complex than initially thought,
allowing researchers to construct more convincing and strong social explanations of the social
processes being studied. The current study pursued pragmatism as the positivist philosophy
comes from the quantitative data of interviews and open-ended questions of the questionnaire;
whereas, the interpretivist philosophy uses the qualitative data from the close-ended

questionnaire where the researcher derived meaning from participants’ responses.

There have been several concerns and criticism attached to the use of pragmatism for its
promotion of mixed methods. Saunders, Lewis and Thornhill (2016) have warned that the use
of the pragmatist approach may well require the researcher to collect data using both qualitative
and quantitative approaches. Such a research process may prove to be expensive, time-
consuming and difficult to conduct (Bryman and Bell, 2015; Saunders, Lewis and Thornhill
2016). Nevertheless, despite all these concerns and criticisms, and in consideration of what has
been stated so far and the questions of the study, it is therefore fair to argue that the application
of pragmatism can promote a more positive side to the research finding. The highlighted
deficiencies were minimised through the effective management of the time framework and the
design of the research. The research got enough time to apply all the research processes

efficiently within the proposed time framework.
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3.3 Research Design

The research design consists of two components: the research approach and the research
strategy. Together these two components help drive the researcher to understand the topic
under investigation and the method(s) applied to find answers to the research questions
(Saunders and Lewis 2012). Since the research design is a combination of art and science, it
may be considered a means of ensuring that the most definitive results can be achieved
(Saunders and Lewis 2012). It can be argued that the research design is highly pivotal in the
whole research, as it has a substantial impact on the study's overall direction and focus (Collis
and Hussey, 2014). Furthermore, constructing and finalising the research design should offer a
detailed plan, which assists in overcoming any difficulties that may arise during the research.
Hussey and Hussey (1997) point out that it also produces a plan outlining how the study

objectives can be met.

3.3.1 The Research Approach

Researchers have two empirically based approaches available to them when conducting an
investigation: deductive and inductive. Collis and Hussey (2014) as well as Elliott and Elliott
(2011), articulated that the deductive approach is a study that attempts to develop and test an
already established concept or theory using empirical observations. They clearly described it
as an approach concerning testing and verifying a theory, shifting from a general to a
specialised perspective (Collis and Hussey, 2014). It is also known as the hypothetico-
deductive method where the researcher formulates certain expectations or hypotheses derived
from an established theory to investigate and test the validity of these expectations
(Abdolmohmmadi and McQuade, 2002). Therefore, it is suitable for researchers who intend to
derive hypotheses from known facts (theories) and then transform them into practical language
for the goal of testing using statistical methods (Bryman, Lewis-Beck and Liao 2004; Sunders,
Lewis and Thornhill, 2016).

Conversely, inductive research begins with a collection of observations to develop a theory. In
this method, a theory is introduced by presenting several broad concepts regarding what has
been seen during a given period. Cavana, Delahaye and Sekaran (2001) defined inductive
research as a “process by which we observe certain phenomena and arrive at certain
conclusions” (p. 36). Thus, inductive research begins with actual evidence and concludes with
the creation of concepts, models, and ultimately theories (Collis and Hussey, 2014). The

inductive approach, as has been illustrated and defined by Abdolmohammadi and McQuaid
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(2002), is based on designing a technique to investigate on how to lead to generalisation,

progressing from the particular to the general/theoretical (Collis and Hussey, 2014).

The summary of the two approaches’ definitions and features has been demonstrated in
Saunders, Lewis and Thornhill (2016) and can be presented in Table 3.1 where the comparison

between the two approaches is shown.

Table 3.1: Comparison between inductive and deductive approaches

Inductive Approach Deductive approach

Understanding the human's behaviours A scientifically structured set of principles
Understanding the research context Theory (general) to data (specific)
Collection of qualitative data/observation Defining variables and relationships
Flexible structure to allow for changes Collection of quantitative data

The researcher is part of the research process | The application of validity of data

The nature of the current research study is more of a nature of inductive approach as it seeks
the understanding of participants’ knowledge, perceptions and attitude toward the IFRS. It also
concerns perceptions about how IFRS can be adopted in the Libyan context as well as the
factors that could hint at or encourage its adoption in the Libyan context. Therefore, there was
no hypothesis or suggestion to be examined. However, the features of the deductive approach
were of important consideration throughout the research design and process. This research
collected quantitative data to take the broader aspect of the phenomenon and examine the
effective factors and relationship between them as well as ensure the validity of the data

through data triangulation.

3.3.2 Research Strategy

In general, a research strategy outlines a step-by-step process of conducting research that
enables a researcher to conduct the research based on the understanding and resources
available. Bryman (2008) defined research strategy as “a general orientation to the conduct
of research” (p. 698). Similarly, Saunders, Lewis and Thornhill (2009) define strategy as “the
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general plan of how the researcher will go about answering the research questions” (p.660).
Various research strategies can be adopted by the researcher based on the understanding of the
research problem, available literature and previous research in a similar context and available
time and resources available. These strategies can be named according to different divisions
such as case study, survey, experiment, grounded theory, action research and ethnography.
Another division identified quantitative, qualitative and mixed research strategies (Naoum
2012; Saunders, Lewis and Thornhill, 2016). This division was considered for this research
study since it is compatible with the chosen research paradigm. Thus it would be discussed in
detail.

However, underlying quantitative and qualitative methods lie in three different types of
research purposes which can be adopted for each research strategy: exploratory, descriptive
and explanatory (Yin, 2012). Exploratory research intends to explore the research questions
and does not provide any outcomes or solutions related to the research problem. Exploratory
research is an attempt to create the groundwork that will serve as a foundation for future studies
or to determine whether the subject matter under investigation may be clarified by an existing
hypothesis. (Saunders, Lewis and Thornhill, 2016). As a result, a researcher who has an idea
or has witnessed something and wants to know more about it is described as conducting
exploratory research. Descriptive research focuses on describing the research setting (Robson

and McCartan, 2016). These two techniques do not reflect the aim of the current research.

Finally, explanatory research seeks to understand a condition to explain the connections
between variables (Saunders, Lewis and Thornhill, 2007). The primary goal of explanatory
research is to determine why particular occurrences occur and to predict what will happen in
the future. It is possible to describe explanatory studies by investigating hypotheses that reveal
the nature and course of the relationships between or among the components under
consideration. Explanatory research permits the researcher to impart extensive knowledge on
a specific issue, hence generating additional subjects and opportunities for the researchers to
ponder fresh ideas and inquiries. This research strategy is compatible with the aim of this
research study as it seeks a deep understanding of the factors that mediate perceptions and
attitudes as well as those affecting the implementation of IFRS in the Libyan context. Such an
aim could not be fulfilled by exploratory or descriptive research.

A quantitative research strategy is an exploratory/explanatory-based structure around the very

foundation of measuring information. This structure enables researchers to arrive at a
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generalisation of results from a single example to a larger population of instances, as well as to
estimate the frequency of distinct views and feelings in a specific example (Saunders and
Lewis, 2012). Qualitative studies, on the other hand, are primarily based on descriptive nature
and tend to direct their attention to subjective, non-numerical data, examining and evaluating
numerous positions to gain an understanding of both individual and social views (Poggenpoel,
Myburgh, and Van der Linde, 2001). Moreover, as opposed to creating numerical
generalisations, the qualitative approach focuses on obtaining in-depth, rich data rather than
generating numerical generalisations. Thus, it is assumed that the investigator's previous
knowledge and expertise will be crucial in the collection, processing, and interpretation of data

and any relevant observations that may be made (Creswell, 2014).

Whilst quantitative research aims to utilise highly organised, inflexible methods for gathering
data, qualitative research gives the freedom to respondents to explain and elaborate on any
relevant points. Hence, qualitative research findings and discoveries are not necessarily
definitive or utilised for speculation (Saunders, Lewis and Thornhill 2016). Qualitative
research, overall, generates rich and substantial process knowledge that aids in the explanation
of a particular situation. Quantitative research, on the other hand, generates data that can be
generalised across a large population and is useful for establishing causal relationships between
variables and outcomes. In other words, deciding between quantitative and qualitative research
is ultimately a philosophical exercise; the methods to use will depend on the research's concept,
the type of data needed, the location of the investigation, and the availability of resources

throughout the investigation.

Applying both quantitative and qualitative (mixed methods) has become increasingly normal
in a given research. This is because the findings derived from mixed methods can help arrive
at a comprehensive understanding of the research phenomenon for the researcher to make the
final verdict and recommendations. According to Robson and McCartan (2016), using mixed
methods comes with the benefit of obtaining a large amount of data about a similar issue and
enables the researcher to cross-check the accuracy and validity of the collected data
(Sarantakos, 1998).

For the current study, the mixed technigque enables participants to have a strong voice and share
their experiences throughout the research process, and they can contribute to the discovery of
a new path of inquiry that builds on the research's evidence base. That is due to the nature of

the Libyan context as a post-conflict context. The mixed method enabled the researchers to
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consider more and varied populations in the study from different parts of Libyan during the
data generation process. At that time, there were dual states in Libya that resulted in different
statuses and regulations in the East and West of the country. This research study through survey
succeeds to be inclusive for participants from cross-regions from the whole country. Thus, this
study combined inductive qualitative and quantitative data collection methods, employing a
survey consisting of both questionnaires to observe the wider perception and considered factors
as well as interviews in understanding these perceptions and their motive. Furthermore, mixed
approaches can promote increased academic interaction and enrich the research experiences of
researchers by illuminating the issues under investigation from a variety of perspectives. In
such a post-conflict context as Libyan, the mixed method enabled the author to reach out to
different stakeholders in the context to discuss the phenomenon with them to different extents.
Such connection would be difficult to achieve within a single research design for different
reasons, such as the accessibility to certain stakeholders and data in the context. The mixed
method enabled the possibility of finding an alternative when it is difficult to complete

designed tasks not only for the participants but also in the data generation method.

Furthermore, each method on its own can address the other’s limitations. For instance, a
questionnaire may produce a respectably sizable sample, but not all samples could be
interviewed due to time and other cost constraints or could not provide deep data. On the other
hand, the interviews can offer open-ended questions, which may attract a snowball effect hence
enriching the survey (Saunders, Lewis and Thornhill 2016). For that, mixed methods used in
this research enabled in overcoming any limitation of single methods as different data
collection methods were used as well as the difference in the data source for each method.
According to Silverman (2013), this practice would potentially produce more reliable and
enriched data and offer deeper and more reliable findings.

3.4 Sampling, Statistical Properties and Techniques

Once the data collection strategy has been identified and selected, then the next question is
what and where this information should be gathered. For collecting data from a survey, once
the target population has been chosen, the next step is to proceed with sampling. The data
collected through sampling must be checked for credibility and reliability, which constitute the
statistical properties of data. Finally, once the reliability and validity of data have been verified,
the next stage is to apply the appropriate statistical techniques to arrive at the findings, which

may be used to answer the questions of the research.
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3.4.1 Samples and Sampling Methods

Sampling is a process by which a researcher selects a subset of the target population to collect
the data in fulfilling the research objectives. A research sample has a substantial impact on the
study's conclusions and overall success. Kumar (2019: p.207) defined the sampling technique

as follows:

“The process of selecting a few (a sample) from a bigger group (the sampling
population) as the basis for estimating or predicting the prevalence of an unknown
piece of information, situation or outcome regarding the bigger group. A sample is a
subgroup of the population that you are interested in”
There are different factors behind resorting to sampling rather than considering the whole
population size. For instance, collecting data from the whole population size seems impractical
for the researcher considering the time needed. In addition, any attempt to collect the entire
target population characteristics is extremely costly and requires massive resources to finance
(Kleppe and Liesenfeld, 2014).

Once committed to sampling, the researcher is expected to resort to one of the two types of
methods of sampling: probability / random sampling, and non-probability / non-random
sampling (Robson and McCartan, 2016; Saunders, Lewis and Thornhill 2016). Random
sampling can be described as a subset of a quantifiable population in which each member has
an equal probability of being chosen throughout the sampling process. This sampling is a
method viewed as a reasonable approach to choosing a sample from a larger population because
each person in the population has an equal chance of being chosen (Uprichard, 2013). The
random sampling method is stratified sampling where the population is classified into distinct
categories or strata, and then each category is randomly sampled. However, the main drawback
of random sampling is the possibility of causing a sampling error if the sample does not end up
precisely mirroring the population it should represent (Saunders, Lewis and Thornhill 2019).

Non-random sampling, on the other hand, is a method of selecting samples that do not provide
every member of the population the same chance of being chosen. Due to time, expense, and
resource constraints for researchers, it is difficult to randomly sample the entire population and
therefore preferable to utilise non-probability sampling. (Robson and McCartan, 2016).
Examples of non-random sampling are snowball and purposive sampling techniques. Unlike
random sampling, non-random sampling is not the result of a random choice process. Subjects
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are generally chosen based on their openness or the researcher's purposive individual
judgement in a non-random sampling. Stratification can also be applied to the non-random
sampling method by applying non-random selection to different categories when a
phenomenon under research requires a profound understanding (Neuman, 2000). In this
research, the participants have been selected on the very assumption that they are well aware
of and informed about IFRSs. One of the main advantages of this sampling technique is the
selection of only the ones who know about the phenomenon, consequently, it can help to save
a lot of resources and time when analysing the data. Since the researcher is familiar with the
sample. On the other hand, Time consumption can be one of the main disadvantages of this
type of sampling, since it needs a lot of planning and gathering a huge amount of information

about the participants before selecting one (Neuman, 2000).

As this research is concerned, stratified non-random sampling is applied. The author employed
a purposive sampling strategy identified by (Patton, 2002). In this sampling strategy, the
researcher identified particular criteria to select the best participants who can provide
information that answers the research questions. Those participants could be in the advantage
of being“privileged witnesses to an event” as Maxwell, (2012, p.97) described. Five categories
of respondents were targeted to participate in this research study: academics, accountants,
internal auditors, external auditors and finance managers. Those respondents were selected
based on the assumption of their knowledge of IFRS. Since the author has not observed any
practice of the IFRS in context, the author included all those specialists in the field of

accounting, finance and academia to anticipate knowledge and perception of the practice.

Those participants were chosen from local and international oil and gas companies, accounting
and audit firms, and universities. In Libya, there are forty-one oil and gas companies, eleven
of them are local, seven companies are joint ventures, and the remaining twenty-three are
international companies. Participants from oil and gas companies were targeted including
managers, accountants, policymakers and other stakeholders related to the research
phenomenon. Similarly, accountants and academics have been targeted from a total of 164
local accounting and audit firms and twenty-five universities, on the assumption that they are
being aware of and knowledgeable about the IFRS. Participants from local accounting and
audit firms were targeted including managers, accounts and other stakeholders. The rest of the
participants from universities were targeted including lecturers, heads of accounting

departments, policy-makers and other stakeholders related to the research phenomenon. The
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rationale behind the selection of accountants and auditors is that managers in these companies
know the contents of the companies’ annual reports and the existing financial law and
regulations. For the questionnaire, the researcher distributed 400 potential respondents in total

to be able to represent the society of the research context.

3.4.2 Statistical Properties and Techniques

Statistical properties relate to a number of features of the data collected from the survey. The
most common and generally used properties are reliability and validity. Once the data from the
questionnaire has been collected, the first task of the researcher is to check the reliability of the
data. The definition of reliability has been stated as an index of internal consistency, which
should exist between observations across variables in a survey (Gadermann, Guhn and Zumbo
2012). The Cronbach alpha is a method normally utilised to test for the reliability of
quantitative data (Cronbach, 1951). The alpha measures the interconnection between different
statements in the questionnaire hence can take any value between zero (the least
interconnection) and 1 (the highest measure of interconnection).

The validity, on the other hand, provides an indicator of how sound the research is in terms of
its design and use of methodologies. Internal validity and external validity are two types of
validity that can exist simultaneously (Gill and Johnson, 2002). The validity of the methods
and tests, as well as the level to which the researcher may have faith in the findings, are referred
to as internal validity. External validity, on the other hand, refers to the ability of the findings

to be applied to a large number of people in a certain group (Fontaine and Letaifa, 2012).

Statistical techniques and tests are performed to identify and establish any possible
relationships among the variables in question, and hence apply to the population at large. The

following is the list of several such techniques:

0] Normality — It refers to the symmetric shape of the distribution of a given variable
in question. Testing for normality is crucial in any quantitative approach as it
determines whether to use parametric or non-parametric techniques (Field, 2009).
The test for normality is all about finding out whether the central tendency of the
sample distribution mirrors the entire population. If normality is found to exist
among variables in the model, then the researcher’s next task is to measure the

extent of the relationship between such variables. However, if non-normality is
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found, the examination of a number of non-parametric statistical techniques would
suffice.

(i) Descriptive statistics — It includes all measures of central tendency, standard
deviation and standard error and skewness. These measurements offer the extent of
reliability and significance of tendency measures as means of representativeness of
the data (Sekaran and Bougie, 2016).

(iii)  Inferential statistics — Several methods are commonly used but the most appropriate
method is referred to as Kruskal-Wallis (KW) test, which allows comparisons
between different groups (Corder and Foreman, 2009). This test is ideal for this
research as it allows the researcher to make multiple comparisons between the five
groups of academics, internal auditors, external auditors, accountants and financial
managers. Mann-Whitney (MW) test is also performed to test pairwise correlation

once the KW test has proven to yield significant results.

3.5 Data collection methods

This research study utilised mixed research strategies to obtain qualitative and quantitative data
by different data collection methods suggested by different authors (Patton, 2002; Harrell and
Bradley, 2009; Denzin and Lincoln, 2011; Goodson Loveless and Stephens 2013). The
methods of data collection adopted in this research are interviews, documents and
questionnaires survey. By gathering different types of data, we can achieve a high level of
comprehensive understanding of the research phenomenon than by just using data from a
singular method. This has been clearly stated in Masoud (2016, p.52) as a “mixed method or

empirical approach provide a better explanation” in the case of Libya.

3.5.1 Questionnaires: Design and Administration

Questionnaires are defined as a set of questions formulated in advance so the participants can
record their answers (Davino and Fabbris, 2013). Lavrakas (2008) suggested the use of
guestionnaires where the researcher needs to gather data by obtaining responses from a large
number of people about a particular issue. It is a successful data collection technique when the
researcher is aware of the data required to conduct the study and can address the research topic
(Brace, 2018). As has been argued earlier, a survey research strategy appears to be appropriate
for this research question regarding perceptions towards IFRS and the considered effective
factors in its adoption in the Libyan context. The survey technique is most commonly employed

because it enables the researcher to collect a great deal of information from a large number of
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people through the use of both interviews and questionnaires (Robson and McCartan, 2016;
Saunders and Lewis 2012). Furthermore, because of the scarcity of high-quality public datasets,
particularly those about to the oil and gas industry, the use of surveys (questionnaires and
interviews) in this research is extremely appropriate in this context.

The main advantages of questionnaires as depicted by Marshall (2005), are as follows: it is not
expensive and not much time-consuming compared to other data collection methods; quick
results can be generated, participants can complete the survey at their convenience; offers a
wide range of participants; anonymity of the respondents can be fully ensured; and fewer biases
and low chance of errors. These advantages are of great importance in such a context as Libya.
In the post-conflict context, movement and anonymity are critical issues in conducting
research. In contrast, the limitations of this method are: clarification of the questionnaire is not
possible; the researcher has no control over the accuracy and integrity of the participants; and
incomplete questionnaires due to lack of participants (Baker, 2003). However, such limitations
were overcome by drafting and re-drafting the questionnaire to ensure clarity and avoid
repetitions and overlapping between the questionnaire items. Besides, the design of the online
questionnaire ensured the completion of responses to the whole items to be able to submit the

guestionnaire.

A questionnaire was the starting point in the stage of generating data for this research for two
main reasons. Firstly, it aimed to serve as the basis for the purposive samples strategy since its
purpose was to elicit information about the participants' personalities, beliefs, values, and
backgrounds from those who took part in it (Cohen et al, 2011). Secondly, it served the
researcher to obtain a broad perspective regarding the research phenomenon in the context
through the participants' expectations, concerns and responses. Consequently, the researchers
could enhance and develop the semi-structured interview questions for the best research
practices to achieve the research aims (Blaxter et al., 2001). In this research, up to 380 copies
of the questionnaire (see Appendix 3) were distributed to audit firms and academics in
accounting departments of universities in Libya to represent data from our population. The
questionnaire was distributed to twenty-five universities accounting academics in Libya
(sixteen main and nine subs). In addition, the questionnaire was distributed to the accounting
and audit firms in Libya (164 firms). Due to the geographical spread of the targeted

respondents, the survey was administered using an online survey and distributed via the internet
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by email to oil and gas companies and universities. A self-administered approach was

conducted when needed.

In addition to quantitative data from the closed-ended questions, the questionnaire included
open-ended questions to collect qualitative data. The author used a five-point Likert scale to
rank and measure the answers, where the value of 1 is given to “strongly disagree” and 5 to
“strongly agree”. The choice of the five- points Likert scale gives the participants a chance to
choose between different options and to obtain respondents’ opinions and feelings (Zakari,
2014; Bayoud, 2015; Khaled, 2016). The design of the final version of the questionnaire passed
through several stages. The review of the literature (Al-Bannay, 2002; Kosonboon, 2004; lyoha
and Faboyede, 2011; Almotairy and Alsalman, 2012, Khaled 2016), along with constant
consultation with the supervisory team led to the first draft of the questionnaire. Following a
mini-pilot study, precise and significant feedback was received from both the
academicians/experts and two reviewers. The questionnaire’s final version was made to be
comprehensive in covering all aspects of the questions of the thesis, as well as being optimal
in size. The questionnaire was then translated into Arabic and checked for accuracy and fluency
by one member of the supervisory team, then the survey questions were sent to a specialist in

the English language whose Arabic language is his main language to revise the final version.

Following all the considerations, the questionnaire comes in seven parts (see Appendix 3). Part
one presents an information sheet to participants detailing an overview and objectives of the
study. Part two asks for demographic characteristics of the participants, including age, gender
and position. The third and fourth parts ask participants to score the benefits and challenges of
IFRS, respectively. The last two parts allow participants to state their opinions about challenges
and benefits and any additional topics relating to IFRS. The fifth part is about the reasons
behind not adopting IFRSs in Libya until now, after that, the factors that could lead to adopting
IFRSs, and finally, the action required by the government, and at the end of the questionnaire
there is a space for the participants to put their email and phone number if they would like to
receive the results of the study if they were interested.

3.5.2 Semi-Structured Interviews: Design and Management

The interview can be defined as an interactive discussion between two or more people to obtain
valid and reliable data considering the objectives of the research (Saunders, Lewis and
Thornhill 2016). In gathering qualitative data, interviews have proven to be the most popular

and efficient means of in-depth understanding of research (Bhattacherjee, 2012). Structured,

78

—
| —



semi-structured and unstructured interviews are all options for conducting an interview. Whilst
the structured interview is entirely pre-determined, containing fixed questions, an unstructured
interview is primarily based on a general theme of research allowing questions to arise from
the context (Saunders and Lewis, 2012). On the other hand, semi-structured interviews are
scheduled by the researcher to cover fundamental questions directly built depending on the
theme of the research while allowing the interviewer to come up with further clarification
wherever necessary (Bhattacherjee, 2012). It also allows for more in-depth and focused
information on this research, enabling a snowball effect wherever possible and necessary
(Pathak and Intratat, 2012). Hence, this technique was adopted in this study.

The author chose semi-structured interviews for different reasons. First, it helped the researcher
in compiling a complete analysis of all the aspects that influence participants' responses:
opinions, reasoning, feelings, and beliefs. According to Hammersley (2008), the researcher can
gain insight into the distinctiveness and complexity of participants' perspectives by establishing

a connection with them.

For the current study, the interviews have been designed to explore the views and answers of
the respondents about the benefits, challenges and motivation for IFRS adoption. The questions
in the interviews are based on the main theme of the questionnaire covering the respondents’

characteristics, benefits and challenges of the IFRS adoption (see appendix 2).

After getting the above from the university and the Libyan embassy (see Appendix 4). The
researcher conducted thirteen semi-structured interviews with finance managers from Libyan
oil and gas companies, accountants and directors of LAAA. The researcher had initially
planned to interview up to twenty-two participants. However, due to the civil war and the attack
on the National Oil Corporation back in September 2018, it became impossible to proceed with
the initial aim. Despite further attempts to reschedule the remaining interviews, no responses
were received following the April 2019 renewed civil war. The semi-structured interviews were
conducted in the mode of individual face-to-face in the current research study. Face-to-face
interviews were considered the best practice over online interviews since observing the
interviewees’ tones and physical responses is an important part of the flow of the conversation
and important when analysing the interviews’ data. In other words, it enabled the researcher to
observe the unobservable aspects in other types of data collection as feelings, intentions,
behaviours and thoughts that participants used to convey meanings to the research phenomenon

and their practical responses (Patton, 2002). One-to-one interviews were also important in the
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Libyan context. In ongoing conflict contexts, one-to-one interviews enabled the interviewee to
freely discuss their attitude and perceptions regarding the policy and practices and feel more
comfortable being willing to discuss any relevant personal factor. The interviews lasted for
approximately 45 minutes. The researcher was tempted to minimise any deviation by
controlling the topic and the depth of the discussion during the interview since time is
significant in interviews (Gray, 2004). The interviewee repeatedly converted the conversation
to discuss political issues related to the ongoing conflict, which was not related to the topic of
the interview; hence, it was important to refocus the topic of the interview. The interviews were
done in Arabic to promote the discussion regarding the participants' thoughts and ideas. The
interviews were recorded, and notes were immediately written after each interview. Such notes
helped me reflect on the interview and recorded observations that cannot be audibly recorded.
Such procedures increased the amount of time that the researcher devoted to each interview
(Easterby-Smith et al., 2012).

3.6 Data analysis

Being capable of comprehending and explaining research findings within a conceptual
framework that makes sense of obtained data is a sign of a mature discipline that seeks to
explore a particular phenomenon in a systematic manner (May, 2001). Since the researcher has
two different types of data, the researcher used two methods for data analysis. First, computer
programs using SPSS for Windows were utilised to examine the quantitative data from the
questionnaires. This analysis was companied by a description of the analysed data to obtain the
mean score and the frequency of respondents’ answers for all closed questions. Second, to
analyse the qualitative data from the interview, thematic analysis was used. Thematic analysis
has been defined as“a method for identifying, analysing and reporting patterns (themes)”
(Braun and Clarke, 2006, p.79). The author used thematic analysis in this study for different
reasons. Thematic analysis is accessible for various qualitative analysis procedures and
relatively lacks complexity and has the flexibility to integrate with any theoretical framework.
Additionally, it enables an in-depth and detailed description of the acquired data (Braun and
Clarke, 2006). The thematic analysis also includes analysis of discourse, texts, and information
from documents in this research to elicit responses to the study questions, as Creswell (2012)

advised.

According to Howitt (2019), the main process of the thematic analysis is transcribing the
interview data. Therefore, the researcher started my thematic data analysis by transcribing the
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interviews and highlighting codes and identifying themes within the data. The data from the
interviews were translated into English and transcribed and then a microanalysis was carried
out to identify codes and themes within the data. First, a translation of relevant section(s) of
the interview from Arabic to English is made by the researcher himself and verified by a
specialist before transferring and sorting all the data into themes. The verifying process was
conducted by checking individual parts of the translation by a specialist to validate this process
and the whole research findings. Secondly, the analytic stage started by creating initial codes
within the data while transcribing and during the study of the data. The researcher followed the
pattern of Creswell (2007) in coding my research data. Then, the author identified the
meaningful codes within the data related to the research questions. The final process of the
analysis was finalising the themes through the categorisation of codes to identify themes and
highlight the relations between themes and codes. It took several repeated revisions back and
forth between those three steps, even though each appeared to be completed independently.
The author needed to keep checking and enhancing the themes throughout the process. That is
because they overlap since codes and themes need to be emerged, cut, and renamed during the
whole process to avoid overlap in the data presented in the thesis.

3.7 Ethical considerations

Ethical considerations and protocols are an essential part when undertaking social research.
Ethics concerns the moral issues of designing and conducting research in a context, such as the
participants' rights, the researcher’s plan of dealing with voluntary participants as in this
research, and how the researchers deal with the data (Saunders, Lewis and Thornhill, 2007). In
other words, the protocol of ethics guides efficient practice to establish good quality research
practice that should not adversely affect the researcher or the participants from any perspective
(May, 1997).

In line with Nottingham Trent University’s rules and regulations regarding confidentiality of
data and consideration of the sensitivity of the information collected from the survey, the
researcher is deemed to follow strict ethical considerations. It is essential to ensure that the
study process and the investigation's outcome do not violate any ethical restrictions. This
"entails not simply deception or injury, but also remaining true to the process.” Coghlan (2019:
pl104).
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The researcher was granted ethical approval in March 2018 by the College Research Ethics
Committee (CREC). The current research study followed the ethical principles and criteria of
Nottingham Tent University. To begin, all participants received a thorough briefing on the
research's nature and purpose. Secondly, participants were asked to give written permission,
using a standard consent form, for their participation voluntarily. Thirdly, upon receiving their
responses, all respondents were informed and given complete assurance that their responses
would be treated in strict confidence and would not be passed to any third party. Finally, the
researchers' contact information was offered to the responders, including an email address, a
telephone number, and an address if they had any more questions. It should be mentioned that
the researcher was the only one who had access to the raw data codes, which were stored safely

and securely in a password-protected location.

3.8 Pilot Study

Some pilot studies are usually used to help develop the main foundation of the research's
analytical parts and enable the researcher to improve any shortcomings. As stated previously,
to address the objective and questions of the study — particularly questions 2 and 3 - a pilot
study relating to the questionnaire is to be conducted. In so doing, the preliminary form of the
questionnaire, consisting of 30 questions covering benefits and challenges for IFRS, was
developed and distributed among the relevant respondents in Libya. This section is devoted to
analysing the findings from the completed questionnaires received from the respondents. There
are three sub-sections: the first sub-section presents the statistics relating to the respondents
and their characteristics. The second sub-section offers some basic statistics about the

responses received from the participants.

3.8.1 Analysis of Respondents

For the pilot study's purpose, the researcher distributed up to 35 copies of the questionnaire to
experts and professionals associated with accounting in Tripoli. The respondents were chosen
from a university and several private accounting firms in the city and oil and gas companies.
The total completed questionnaires collected counted to be 29. To obtain the views of the
respondents’ Vis-a-vis the questions about IFRS, the questionnaire was designed to ask a
number of questions about gender, qualifications, professions, working experience and
knowledge of the IFRS. Table 3.2 presents the number and percentages of the participants'
characteristics. As the table suggests, 24 respondents were male, with only 5 females. Over

65% of respondents declared they were in the age range of 30 to 49, with a slightly larger
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majority being in the range of 30-39 years. As for their qualifications, it is evident that the large
majority (86.2%) of the respondents hold university degrees, with just over 72% declaring
having held postgraduate (Master and PhD) qualifications. Only a total of 13.8% declared that
they held some professional qualifications.

Of the completed questionnaires, 12 (41.3%) of respondents were in academia, and the rest
were either accountants, auditors or financial managers/directors. The professions of
respondents cover the whole host of activities relating to accounting, auditing and finance. In
terms of the experience and knowledge of the respondents, both work experience and IFRS
awareness do show that most of the participants (55%) had well over 11 years of experience,

with the large majority of them (65.5%) knowing quite a lot about IFRS requirements.

On the whole, concerning Table 3.2, it can be said that the representative (average) respondent
tends to be a male, aged somewhere around 30-45 years, with a postgraduate degree
qualification, probably an academic with over 11 years of work experience and is well aware

of the working and requirements of IFRS.

Table 3.2 Characteristics of Respondent

Category Characteristic Number Percentage
Male 24 82.6
Gender
Female 5 17.4
Under 30 2 6.8
30-39 10 34.4
Age Range 40 - 49 9 31.0
50 - 59 5 17.2
60 and over 3 10.6
First Degree 4 13.8
) Master Degree 12 41.4
Educational
o PhD 9 31.0
Qualification
Professional Qual. 4 13.8
Academic 12 41.3
Accountant 5 17.2
Profession Internal Auditor 2 6.8
External Auditor 6 20.7
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Finance Manager 3 10.6
Executive Director 1 3.4
0—5Years 3 10.6
) 6 —10 Years 10 34.4
Work Experience
11 - 15 Years 5) 17.1
16 years and above 11 37.9
Little 1 3.4
Moderate 9 31.1
IFRS Knowledge
Great Deal 19 65.5

3.8.2 Analysis of Responses

As discussed in the methodology section, the respondents are given a chance to express their
views in a Likert format, with 1 being strongly disagreed to 5 being strongly agreed with the
statements. The questionnaire covers statements relating to both benefits and costs of the
implementation of IFRS in Libya. It should be noted that a large number of questions under
the category of “costs” could be well treated as challenges in [FRS implementation. In addition
to the two headings of costs and benefits and association with the literature, one needs to
establish and examine the significance of the four other constructs: Accounting Education and

Information, Economic Aspects, Cultural Issues, and Legal Issues.

However, before estimating the scores for the statements, as a standard requirement for testing
the reliability of multi-dimensional responses, the so-called Cronbach Alpha test must be
conducted prior to the examination of the derived statistics from the questionnaire. This entails
determining the respondents’ level of uniformity in responding to questions about a given
theme or subject (Cortina, 1993: 68-94). Based on this principle, a popular test for reliability
offered in most statistical software is referred to as Cronbach Alpha, varying between zero and

one.

Indeed the closer Alpha is to one, the more trustworthy the data, with the lowest acceptance
level being 0.70 (George and Mallery, 2019). If the estimated Alpha is found to be smaller than
0.7, then the internal consistency level can be improved as either the sample size or the number

of items increases significantly. Nevertheless, the design of questions and their relevance to
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the main theme of the research is the most important aspect in achieving a higher consistency

level.

In light of the above information, the data collected from the questionnaire were subjected to
testing of reliability using the Cronbach Alpha approach. Table 3.3 gives the summary of the
test result. The estimated Alpha is 0.922, much greater than 0.7, indicating that the overall data

collected are reliable and consistent.

Table 3.3 Test for Reliability: Cronbach Alpha

Alpha Items

0.922 30

Having established the reliability of the data, Table 3.4 offers the summary statistics of the
responses to the 30 questions set in the questionnaire. As a whole, questions 1 to 15 represent
the statements relating to the benefits of IFRS implementation in Libya, whilst the remaining
15 questions are associated with potential costs/challenges of this international accounting
standard. In table 4, estimated mean values and standard deviation, along with minimum and
maximum scores, are presented for every question. According to the rule of thumb, the closer
the minimum and maximum scores are, the smaller the anticipated standard deviation around
the mean value. For example, in the case of Q7, the minimum score that the representative
respondent has attached to whether IFRS improves confidence in accounting/auditing
professions is 4, compared to the maximum score of 5. In this case, one should expect to arrive
at a much lower value for standard deviation than the others, with larger gaps between the
minimum and maximum scores. At the other extreme, questions 14, 16-20, and 23-26 exhibit
much larger standard deviation estimates compared to the rest, simply because their respective

distance between maximum and minimum values are the largest.

As for questions relating to benefits, except for Q12, the rest exhibit scores well above 4.0,
indicating that the majority of respondents were in agreement or strong agreement with the
potential benefits of IFRS implementation in Libya. On the whole, as Q1-Q15 suggests, most
respondents agree that the implementation of IFRS in Libya would simplify financial
statements, enhance reliability, transparency, and confidence, hence reducing the barriers to
capital markets. The overall average score for the entire benefits is estimated to be 4.21,
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indicating that, on the whole, the experts are of the view that the implementation of IFRS in

Libya would be beneficial.

On the questions relating to challenges in Table 3.4, a large number of responses fall between
3 and 4, indicating a weak agreement about the statements. On the whole, though, the overall
value of the mean for the challenges appeared to be 3.80, demonstrating that the representative
professional/academician attaches not a very high value to costs associated with the

implementation of IFRS.

Table 3.4 Basic Statistics of Responses

[Question/Statement Min  [Max [Mean [Std.
Dev

IQ1: IFRS simplifies the process of financial
2.00 [5.00 4.1379 (74278
statements
Q2: It helps provide accurate information 3.00 [5.00 }4.3448 |.66953
Q3: It enhances the reliability of the information  |3.00 [5.00 (4.3448 |.66953

Q4: It facilitates a more effective comparison off

) _ 3.00 [5.00 4.2069 (55929
firms reporting

Q5: It provides greater reporting transparency 3.00 [5.00 4.3793 (62185
Q6: It improves the confidence of users of financial
2.00 [5.00 4.3103 |.76080
reports
Q7: It reinforces confidence in accounting/auditing
_ 4.00 [5.00 4.5172 |.50855
professions

Q8: It provides greater credibility and economic
2.00 [5.00 }4.2069 |.81851
prospects
Q9: It makes investment measurements easier 2.00 [5.00 |4.2414 (83045
Q10: It helps remove barriers to the flow off
_ ) _ 3.00 [5.00 4.1724 |.65841
international capital
Q11: It improves accessibility to capital markets .00 [5.00 [4.1724 |.84806
Q12: It would reduce the cost of capital 2.00 [5.00 [3.8966 |.90019

Q13: Users of IFRS save time in analysing financial
2.00 [5.00 4.1724 (71058

reports

Q14: It reduces cost and time in formulating national 1.0171
1.00 [5.00 [4.0345

accounts 0
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|Q15: 1t brings better corporate governance .00 [5.00 4.0345 (73108

Average Benefit (Q1 — Q15) 2102 .718642
1016: It increases complexity in preparing financial ' 1.0098 1
Q P y I preparing 1.00 [5.00 |2.6552
Statements 0

IQ17: It demands training of professionals .00 [5.00 }4.3448 (66953

IQ18: It proves challenging due to weak Libyan|

_ 1.00 [5.00 }4.0345 |.98135
accounting

_ _ 1.0255

|Q19: Lack of knowledge and technical skills/support}1.00 [5.00 [3.8621 M
) o 1.0516

|Q20: Weakness of accounting education in Libya |1.00 [5.00 }4.0345 X
IQ21: Lack of proper instructions and guidance 2.00 [5.00 |4.2759 |.79716
Q22: Cost of IFRS is very high 2.00 [5.00 [3.9655 [.82301
Q23: Challenging due to Zakat and Islamic law| 1.3699

) 1.00 [5.00 [3.3448

requirements 8
. N 1.1500

|Q24: Unsuitability of IFRS in Libya 1.00 [5.00 [3.5862 5
_ S _ 1.3717

|Q25: Language issue as IFRS is written in English |1.00 [5.00 [3.1034 o

Q26: Problems with IT in handling transition to IFRSJL.00 |5.00 (3.7586 |.95076

Q27: IFRS requires changes in Libyan Commercial
. 2.00 [5.00 [3.8276 |.71058
aws

Q28: IFRS requires changes in Libyan tax laws and]
) 2.00 [5.00 }4.0000 |.70711
practices

Q29: It is challenging due to the lack of legal system]
3.00 [5.00 }4.2069 |.67503
enforcement
Q30: Existing laws in Libya limit the application off
IFRS

Average Cost/Challenges (Q16 - Q30) 3.8022|.97683

2.00 [5.00 }4.0345 |.82301

To fill the gap in the literature through the research questions, it is possible now to identify and

calculate the effects (scores) of different constructs mentioned earlier. As discussed earlier, the
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questions developed in this questionnaire are designed to furnish several elements of the

literature. Therefore, different combinations of the questions could form the building of the

Based on the information from Table 3.5, the basic statistics relating to the constructs are shown
in table 6. The estimated mean values surrounded by their respective standard deviation
indicate that they are all statistically significant. The highest mean values are scored by four
constructs: Accounting Education, Benefits, Culture and Economics. Legal issues and
challenges constructs show scores close to 4.0, pointing to the fact that the respondents agree

that they are important but not as much as the other four constructs.

Table 3.5Combinations of Questions in Building the Constructs

constructs. Following a careful examination of the questions, Table 3.5 offers these
combinations in constructing not only costs and benefits but also extracts the following
constructs: Accounting Education and Information, Economic Issues, Cultural Issues,

Challenges and Legal Aspects.

Construct Questions
Accounting Education and Information 1,2,3,4

Benefits 1-15

Culture 5,6,7,8

Challenges 16-30

Economics 9,10, 11, 12,13, 14
Legal 15, 23, 27, 28, 29, 30

On the whole, as Table 3.6 shows, as far as these scores are concerned, the respondents are
seen to attach greater weight to benefits than challenges of IFRS implementation. However,
they have also indicated the relative importance of challenges in the way of introduction and

implementation of IFRS.

Table 3.6 Estimated Statistics of the Constructs

Construct Mean St. Dev Alpha
Accounting Education & Info 4.258 .50658 761
Benefits 4211 54484 937
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Challenges 3.807 .69387 778
Culture 4.353 .54082 194
Economics 4.115 .66533 .884
Legal 3.908 56271 121

In satisfying the questions of the thesis, one needs to work out the net benefits of IFRS in
comparison with the existing accounting standard in Libya. Furthermore, it must be determined
whether the estimated net benefits of IFRS are statistically significant. In testing for the
significance of net benefits, one needs to estimate the standard errors of both costs and benefits.

The standard errors are used in conducting a “t” test for the significance of net benefits.

Table 3.7 Net Benefits Significance gives the estimated net benefits (Benefits — Challenges),
its standard error and the “t” ratio (net benefits/SE). Comparing the calculated “t” ratio with
that of the t-table suggests that with the confidence of 99% or significance of 0.01, the net
benefits construct is statistically significant. This finding, according to the respondents,
suggests that the implementation of IFRS, on the whole, would be beneficial for Libya, as it

accrues positive and statistically significant net benefits.

Table 3.7 Net Benefits Significance

Construct Score SE “t” ratio Significance
Net benefits 0.4042 0.1046 3.884 0.01

In highlighting the importance of net benefits and their close association with the other four
constructs (Education, Culture, Economics, Legal), Table 3.8 shows the pairwise bivariate
correlation matrix. By definition, the closer the value of correlation to 1.0, the greater the
association between a pair of variables. For a definition, mathematical derivation and
interpretation of correlations, see Heumann and Schomaker (2016). The examination of Table
3.8 suggests that all five constructs are strongly and positively pairwise correlated, indicating
the presence of strong inter-relationships amongst these constructs. In particular, the table
shows that the net benefits of IFRS could come from accounting education, economic returns,

cultural change and legal reforms.

Table 3.8 Bivariate Correlation of Constructs
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Net Benefit | Education Culture Economic Legal
Net Benefit | 1.000
Education 0.794* 1.000
Culture 0.802** 0.823** 1.000
Economics | 0.763** 0.847** 0.960* 1.000
Legal 0.733* 0.713* 0.964** | 0.906* 1.000

**_Correlation is significant at the 0.01 level (1-tailed).
*. Correlation is significant at the 0.05 level (1-tailed).

Finally, the KW test is normally applied as the last step in the analysis. However, due to a very

small sample of participants in this pilot study, the KW test could lead to inconclusive results.

3.9 summary

This chapter briefly discussed and justified the research methods and research methodologies
adopted in this research. The researcher justifies choosing the research methodologies in every
section to maintain the flow of discussion throughout this chapter. Starting from the research
philosophy section, it analysed different paradigms of research philosophy suggested by
proponents of the philosophical research paradigm. Then, it covered the research strategy and
chose explanatory aspects for this research context.

The qualitative and quantitative research approaches were discussed, along with their
advantages and limitations. This chapter also discussed the research methods for data
collection. A brief understanding, along with the advantages and disadvantages of different
data collection methods, were discussed in this section. This research has employed a
questionnaire and semi-structured interviews as means of data collection methods and the

research method section is also included the data analysis techniques.

This chapter included a pilot study to demonstrate the processes used to validate the data
gathering and analysis processes using a small sample of participants as a pre-study to
overcome limitations. Finally, in following the research survey, the chapter has detailed the

rules and regulations regarding ethical issues in social science research.
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CHAPTER Four Analysis of Respondents

4.1 Introduction

The analysis part of the study is presented in four consecutive chapters. This chapter presents
a brief introduction to the data collection process, followed by a detailed analysis of the
respondents. The next two chapters are devoted to analysing responses vis-a-vis the
Opportunities (Benefits) and the Challenges, respectively. Finally, the last analysis chapter is
dedicated to an overall discussion and other relevant factors in the delay in adopting IFRS in
Libya.

A thorough examination and evaluation of the characteristics/demographics of the respondents
to the questionnaire are presented in Sec. 4.2, followed by the examination and evaluation of
the interviewees in Sec 4.3. Finally, the chapter is summarised in Sec. 4.4.

4.2 The questionnaire: Analysis of Respondents

As stated previously, the questionnaire was developed following the literature review and the
process of the pilot study. Of the 380 copies of the questionnaire which were distributed to the
relevant participants, consisting of academics (ACA), accountants (ACC), financial managers
(FIM), external auditors (EXA) and internal auditors (INA), a total of 214 were returned fully
completed — giving a response rate of 56%. Of the completed questionnaires, 71 came from
academics, 51 from accountants, 45 from external auditors, 26 from financial managers and 21

from internal auditors.

Despite the researcher’s attempt to collect almost equal proportions of male and female
participants, only 39 (around 18%) women completed the questionnaire, mostly from academia

and accountancy backgrounds. The rest were males, as shown in Figure 4. 1 below.
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Respendent's gender

Male
82%

Figure 4. 1 male and female

Table 4.1 demonstrates detailed information about the number of responses according to their
profession and gender. However, it can be seen that 30% of the total participants came from
academic backgrounds, with 27% from accountancy and only 10% being internal auditors.

Table 4.1 Respondents’ Gender, by profession

What is your ACA ACC FIM EXA INA Total
gender?
Freq 10 13 5 7 4 39
Female Percent
26% 33% 13% 18% 10% 18%
(%)
Freq 61 38 21 38 17 175
Male Percent
35% 22% 12% 22% 9% 82%
(%)
Total 214

According to Table 4.2, most participants were in the three age categories of 30-39, 40-49 and
50-59, together covering 87% of the total respondents. On the whole, as this table suggests,
just over one-third of all the participants declared that they were in the 40-49 age category. The
table also indicates that the median age of the participants across all professions was around 42
years, suggesting that most of our participants are well aware of and familiar with the existing
accounting system in Libya.
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Table 4.2 Respondents’ Age Category, by profession

What is your age ACA ACC FIM EXA |INA (%) | Total
category? (%) (%) (%) (%)
Less than Freq 6 7 1 3 0 17
30 years Percent
8% 14% 4% 6% 0 8%
(%)
30-39 Freq 20 13 9 15 4 61
Years Percent
28% 26% 35% 33% 19% 29%
(%)
40 - 49 Freq 28 12 7 17 8 72
Years Percent
39% 23% 27% 38% 38% 34%
(%)
50 - 59 Freq 13 16 7 7 9 52
Years Percent
19% 31% 27% 16% 43% 24%
(%)
Over 60 Freq 4 3 2 3 0 12
Years Percent
6% 6% 7% 7% 0 5%
(%)
Total Freq 214
Percent 100%
(%)

In consideration of the respondents’ educational backgrounds and qualifications, Table 4.3
gives a detailed picture. As expected, the academics have the most postgraduate qualifications,
with 92% holding Master’s or PhD degrees. On the other hand, nearly 40% of accountants and
financial managers declared having held either a Diploma or First-Degree qualification.
Furthermore, both internal and external auditors reported having obtained university degrees.
On the whole, as this table shows, a majority of 40% of the respondents across all professions

have Master's degree qualifications. Finally, according to this table, only 6% of all participants

hold some form of professional qualifications.

—
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Table 4.3 Respondents’ Educational Qualifications, by profession

What is your highest ACA ACC FIM EXA INA | Total
education level (%) (%) (%) (%) (%)
achieved?
_ Freq 1 3 1 0 0 5
Diploma
Percent
1% 6% 4% 0 0 2%
(%)
Freq 4 18 9 27 5 63
Bachelor
Percent
6% 35% 35% 60% 24% 29%
(%)
Freq 28 18 13 14 11 84
Master Percent
40% 35% 50% 31% 52% 40%
(%)
Freq 37 6 1 4 2 50
PhD
Percent
52% 12% 4% 9% 10% 23%
(%)
_ Freq 1 6 2 0 3 12
Professional
L Percent
Qualification 1% 12% 7% 0 14% 6%
(%)
Total Freq 214
Percent 100
(%)

Regarding work experience, as shown in Table 4.4, 32% of the academics and 42% of financial
managers declared a work experience of over sixteen years. As this table demonstrates, of the
total 214 respondents, only 24 had up to 5 years of work experience, of which half of them
were in academia. Generally, most of the respondents — around 30%- fall in the categories of
6-10 and 11-15 years of work experience. Nevertheless, according to this table, the median
work experience is just over six years when considering all professions. It must be noted that
both internal auditors and external auditors in this table appear to be more experienced than the

rest, with an average working experience of 11 years.
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Table 4.4 Professional Work Experience in years, by profession

Total length of ACA ACC FIM EXA INA Total
professional
experience in years
Freq 12 9 1 2 0 24
0-5
Percent
Years 17% 18% 4% 4% 0 11.21%
(%)
Freq 20 17 11 13 7 68
6-10
Percent
Years ) 28% 33% 42% 29% 33.3% 31.78%
(0]
Freq 16 17 3 18 9 63
11- 15
Percent
Years ) 23% 33% 12% 40% 42.8% 29.44%
(0]
Freq 23 8 11 12 5 59
More than
Percent
16 Years %) 32% 16% 42% 27% 23.8% 27.57%
0
Total Freq 214
Percent 100
(%)

Since the choice of respondents was made randomly, it became vital to find out their knowledge
of IFRS. As shown in Table 4.5 Knowledge of IFRS, by profession, only a handful of the
respondents declared that they had no or little knowledge of IFRS. More specifically, according
to this table, the more knowledgeable respondents are internal auditors and accountants in
IFRS. On the whole, a large majority of the respondents — 60% - appeared to have either a great
deal or a lot of knowledge of IFRS. In addition, up to 30% of the remaining participants

declared that their knowledge of IFRS was moderate.
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Table 4.5 Knowledge of IFRS, by profession

Knowledge of IFRS ACA ACC FIM EXA INA Total
(%) (%) (%) (%) (%)
None Freq 2 0 0 0 0 2
Percent
3% 0 0 0 0 1%
(%)
A little Freq 5 3 2 9 0 19
Percent
7% 6% 7% 20% 0 9%
(%)
Moderate Freq 18 14 8 18 7 65
Percent
25% 27% 31% 40% 33% 30%
(%)
Great Deal Freq 15 6 7 3 3 34
Percent
21% 12% 27% 7% 14% 16%
(%)
Very Much Freq 31 28 9 15 11 94
Percent
44% 55% 35% 33% 53% 44%
(%)
Total Freq 214
Percent 100
(%)

Finally, when the respondents were asked to state their views regarding adopting IFRS in
Libya, only 3% said that IFRS should not be adopted at all this is because the participants might
think that this adoption might be difficult and will face many challenges, this will be discussed
in details in later sections; whereas 1% having had no view on this issue. As Table 4.6 Views
on the adoption of IFRS, by profession,Table 4.6 shows the remaining 96% agree that IFRS
should be adopted but under different conditions. A large majority of respondents — 45% -
believed that IFRS should be adopted in Libya but with some modifications to fit the Libyan
businesses and their cultural backgrounds. Interestingly, 22% of respondents believed that
before full adoption of IFRS in Libya, a pilot trial must be made in a sector of the country, see

Figure 4. 2 below for more details.
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Libyan governmnet action regarding IFRSs

I don’t know. adoption
1% IFRSs should not be

adopted in Libya.
IFRSs should be 3%

adopted by one
economic sector as
ERIGELR
22%

IFRSs should be
adopted in Libya
but they need
modification.
45%

IFRSs should be
adopted in Libya.
29%

Figure 4. 2 Libyan government action regarding IFRS adoption
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Table 4.6 Views on the adoption of IFRS, by profession

What should the Libyan government do regarding the ACA (%) | ACC (%) FIM (%) EXA (%) INA (%) | Total
International Financial Reporting Standards (IFRSs)
formed by the IASB?
I don’t know. Freq 1 1 0 0 0 2
Percent (%) 2% 2% 0 0 0 1%
IFRSs should be adopted in Libya, but they Freq 35 22 13 16 12 98
need modification. Percent (%) 49% 43% 50% 36% 57% 45%
IFRSs should be adopted in Libya. Freq 24 12 8 12 5 61
Percent (%) | 3404 24% 31% 27% 24% 20%
IFRSs should be adopted by one economic Freq 9 16 3 14 4 46
sector as a trial. Percent (%) 12% 31% 12% 31% 19% 22%
IFRSs should not be adopted in Libya. Freq 2 0 2 3 0 7
Percent (%) 3% 0 7% 6% 0 3%
Total Freq 214
Percent 100
(%)
[ =)




4.3 The Interviews: Analysis of Respondents

Following a thorough search and timely investigation, the researcher contacted 13 experts who
consented to be interviewed. The researcher assured to interview mostly those who have been
either directly or indirectly involved in works related to the Libyan oil and gas sector. The
interviews took around six months in two major cities in Libya, and the total duration of all
the interviews amounted to over 4.5 hours. Table 4.7 provides a summary of the demographics
of the interviewees. As this table suggests, six out of thirteen interviewees came from the
accounting profession, one from auditing, two financial managers and the remaining four
academics who have been involved in theoretical and empirical research in the extractive
sector of the economy. As this table indicates, only one interviewee is a female academic, and
the rest are male. On average, as the table demonstrates, the interviewees have up to 22 years

of work experience. Finally, the average interview time was 40 minutes.

Table 4.7 Interviewees Demographics

NO Code Position Gender | Organisation | Experience | Duration
(Years) (minutes)

1 ACC1 | Accountant Male NOCH 50 70

2 ACA1 | Academic Male University A 15 38

3 ACA2 | Academic Male University B 13 20

4 ACC2 | Accountant Male NOCA 21 28

5 FIM1 Financial Manager | Male Company A 27 22

6 ACC3 | Accountant Male LSE* 25 56

7 ACA3 | Academic Female | University C 13 36

8 FIM2 Financial Manager | Male NOCA 19 29

9 AUD1 | Auditor Male LAAAN 27 81

10 ACC4 | Accountant Male NOCA 45 61
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11 ACC5 | Accountant Male NOCH 9 31
12 FIM3 Financial Manager | Male Company B 18 53
13 ACC6 | Accountant Male NOCH 18 59
Average 22 40

A Working as an accountant in National Oil Company (NOC) or preparing/auditing financial statements for NOC and other

oil and gas companies.
*Libyan Stock Exchange

The researcher developed four questions to introduce the interviews to find out about the
knowledge, awareness, and familiarity with the subject. The questions relating to the
benefits/opportunities, and challenges of IFRS are offered in the next chapters.

4.3.1 General Familiarity with IFRS

On identifying and evaluating the general knowledge of the interviewees about IFRS, question
one asked the extent to which the respondents have been aware of the IFRS, particularly
concerning oil and gas activities. Having briefly explained the short history of the current
Libyan accounting standards, ACCL1 elaborated on some specific aspects of IFRS, particularly
standards, pricing, and profit/loss statements. The second interviewee, a university lecturer in
accounting, stated that sadly IFRS though relevant, and introduced in the universities but is
taught in a limited manner and applied “to simple matters of expenses and interim costs only.”
ACC2 as a chartered accountant and a consultant in NOC declared his awareness of IFRS and
its superiority over the existing Libyan accounting standards. Highly related to the oil and gas
sector, ACC3 highlighted that the sector does already follow international standards. However,
he added: “Still, the problem is that some countries have adopted old accounting methods to
deal with exploration issues and issues related to research and development in the field of oil
and gas”. On the theoretical aspects of pricing and costs, ACA3 asserted the problems
associated with the economic feasibility of extraction concerning standard 6 of international
accounting. FM2 and AUD1 offered a highly technical account of the current standards'

liabilities and legal responsibilities and highlighted the important features of IFRS in dealing
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with such issues. AUD1 further reasoned behind the delay in adopting international standards
by stating that “these standards have not gone through the correct methods of forming
committees that work on reviewing, formulating, and revising them to put them in the right

way”.

Having worked for well over 40 years in the oil and gas industry in Libya, ACC4 declared his
full knowledge and awareness and application of IFRS in Sirte but reasoned that
“Unfortunately, we did not have a basis for implementing these standards, and that is why we
did not adhere to them”. The remaining interviewees also declared that they were fully aware
of and familiar with the international standards, particularly in the oil and gas sector, but ACC5
had reservations about the slow development of international standards in extractive industries.
Furthermore, ACCB6, having highlighted the main features of IFRS and those of the Libyan
accounting standards, offered his final statement: “there is no real accounting in the Libyan
institutions, and the same applies to the oil and gas sector.” The accounting practises in Libya

are further discusses in the next section.

4.3.2 Libyan Accounting Practices

The general response of the interviewees on the Libyan accounting practices highlighted the
lack of a well-established method and rigour to make accounting decisions since 75% of the
participants expressed this lacking. On the contrary, the candidates' responses pointed towards
the professional choice made by the individual preparing the accounting reports as the general
way of accounting. These findings are deduced from the responses of the various interviewees

as quoted in the upcoming paragraphs.

The lack of rigorous accounting standards can be seen in the response of various participants.
For instance, ACC1, ACAL and ACA2 have stated:

ACC1: “Libya suffers from the absence of standards and legislation. Unfortunately, Libya has

an impoverished and miserable accounting environment. ”

ACAL: “In Libya, there are no Libyan national standards in the Libyan accounting system,
as it has so far not been relied on a specific methodology or on a particular approach in

preparing financial reports in Libya”.

ACAZ2: “As in Libya, currently, there are no fixed and unified standards, as the application

and preparation are according to custom. They are old and controlled by the Libyan laws

1

like Tax, commercial and oil law.’
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ACC1 has further explained that the lack of clear and documented accounting standards in
Libya has led individual accountants to use their interpretation, and therefore, the reports
heavily reflect the accountant's professional experience and preferences. Participants ACA3
and AUD1 have also voiced similar concerns about the lack of accounting standards in Libya.
ACAZ3 and AUDL1 have further pointed to the lack of these standards as an impediment to the
trade and investment by foreign companies. The lack of credibility and unreliability of the

financial reports is seen as a primary cause of the reluctance among foreign stakeholders.

The lack of accounting standards and the weak regulatory bodies have translated to inefficient
and opaque financial reports as the methods to create financial statements are inconsistent
among the organisations in Libya. For instance, AUD1 has voiced the concern that inefficient
practices coupled with poor control and regulatory framework have made it difficult to
compare companies' financial reports in Libya. AUD1 stated, “the situation is now very bad,
for example: If you collect several financial statements for companies operating in Libya and
make a comparison, you will find them completely different, and there is no similarity between
them . This argument can be further extended to the severe difficulties faced by researchers

in comparing Libyan accounting practices with international IFRS practices.

For instance, AUD1 expresses the need to have a consistent Libyan practice to be compared
with the clear and numbered international standards. AUD1 points to the inconsistencies in
the Libyan accounting practices “In Libya, there is a dispute between one accountant and
another, and that is why there can be no similarities or differences between what is applied in
Libya and the International Accounting Standards. Therefore, the comparison must be
between two clear processes”. ACC5, ACC6 and FIM3 also voiced similar opinions. The
comparison is made further difficult in the oil and gas sector due to the lack of credible
accounting and auditing data as this data is seen as sensitive by the Libyan state. AUD1 clearly
expresses this inaccessibility of the data as “they (oil and gas) are state-owned companies,
and auditing data is not available being state secrets ”. This being said, an attempt to compare
the accounting practises in Libya with the international accounting standard IFRS has been
presented in the upcoming sections with an intent to understand the challenges and

opportunities with the adoption of IFRS in Libya.

4.3.3 Comparing different accounting practices LPL and IFRS

This section presents the analysis of the primary data (interviews) of Libya's existing

accounting system, emphasising the oil and gas industries. The accounting for the oil and gas
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industry following the laws and procedures under GAAP and IFRS 6 for extractive industries
under IASs is presented to ascertain Libya's current oil accounting standards and their

differences from international oil accounting practices.

The accounting system in the oil and gas sector of Libya is controlled by different laws that
describe the requirements to attain the goals and strongly influence the government (Shareia,
2014). National Oil Corporation (LNOC), a state-owned entity operates the oil and gas sector
of Libya and is responsible for the oil output. LNOC performs exploration and production
using their affiliated companies and participates with others under service contracts and
agreements (Biltayib, 2006). Oil and gas companies in Libya are legalised by Libyan
Petroleum Law (LPL) to capitalise or expense different types of expenses. This means the
companies have the option to capitalise or expanse certain costs. These accounting practices

are further explained in the upcoming section.
4.3.3.1 Accounting Practices in Petroleum

The oil and gas industry stakeholder in Libya is different from those in developed countries.
This is because the investors are the major stakeholders for the oil and gas companies in
developed countries who have the power to decide on the investment (Wright and Gallum,
2008). However, Libyan operating companies do not have investors as they are not listed in
the Libyan Stock market (LSM) because two major Libyan operating companies, LNOC and
Libya international oil and gas companies (LIOCs), are government-owned, and they are not
listed in LSM. Thus, the information of the financial statements required by stakeholders of
the oil and gas industry in Libya is different from that of developed countries (Abushaiba and
Eldanfour, 2014).

The petroleum sector in Libya has always been treated as the one with a much closer link to
international markets and standards. In particular, in such an industry, one should expect
accounting practices and standards to closely follow the international arena's equivalents. This

is demonstrated in the statement by ACA1:

"The oil and gas sector in Libya is considered trying to implement good accounting standards.
However, this sector is governed by Libyan laws and legislation represented in the oil law and
Exploration Production Sharing Agreements (EPSAS) that require applications and methods

other than those recognised in international accounting standards™.
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One area of accounting practices when one wishes to make an international comparison is the
consideration of costs in the extractive industry, classified into four major groups in the first
three are from the stages of acquisition, exploration and development, which can be clubbed
together as the upstream costs, while the last one is related to the production stage and is called
production cost. Whether national or international, all companies operating in the oil and gas
industry must follow the Libyan Petroleum Law (LPL). Normally, it is expected that LPL
recommendations follow either SE or FC methods. As explained by ACC3, "there are two
methods which are (full cost, successful afford), and these two methods are acceptable. In
addition, there is a third known method, the Australian method, but it is not recognised
according to international accounting standards"”. However, if LPL was found to treat a cost
contrary to both methods, then the implications could be severe for oil companies in the longer

term.

Regarding the acquisition costs, as stated in Article 14, paragraph 4, oil and gas companies are
not permitted to deduct acquisition costs from their accounts. This is in contradiction with the
recommendation based on both SE and FC methods, where such costs should be capitalised.
This can be seen in the remarks of ACC6, "it differs on the methods used in international
standards for preparing the financial report, as exploration expenses represented in bringing
drilling equipment and Legal costs”. He further added, "all these expenses are borne by the
foreign Company operating in Libya alone and not by the National Oil Corporation.
Therefore, they are not included in the expenses when calculating the income and expenses
between NOC and that foreign company". On exploration costs, Article 14, paragraph 3 of the
Libyan Petroleum law states that oil and gas companies are only permitted to capitalise or
expense intangible successful costs and tangible costs as capitalised. However, according to
SE, successful costs are capitalised, and unsuccessful costs are expensed. According to FC, on
the other hand, both successful and unsuccessful exploration costs should be capitalised
(Wright and Gullan, 2008). This difference between the approaches is seen in the remarks of
ACAS3 as he points out that "the difference is in terms of the well that was drilled and had no
economic feasibility”. In the same paragraph, LPL permits unsuccessful development costs to
be capitalised or expensed and successful costs capitalised. On the contrary, both SE and FC
treat successful and unsuccessful costs as capitalised. Finally, LPL, SE and FC are similar in

the treatment of production costs as an expense.

The development costs of the successful exploration activities are capitalised in both

approaches, i.e. both in LPL and IFRS6 (SE and FC) methods and costs of development are
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capitalised. ACC6 also resonates with this by pointing out, "well is a producer, then all
Expenses that come after the exploration process, such as site preparation, deliveries to the
place of shipment, and all other tangible and intangible expenses are recovered from the well

revenues and are divided into five years".

Regarding costs, it is evident that there are differences in accounting between LPL and the
international methods in three out of four cases. These differences tend to produce a significant
gap between the international accounting practices and those offered by LPL. ACC6 further
points out that "the difference between international accounting standards and those
accounting applications applied in Libya may lie in calculating costs and expenditures".
Therefore, the costs to international oil companies associated with the gap in accounting
practices may be detrimental in decisions regarding investment and provision of technology

to the Libyan oil and gas sector.

But I0Cs have higher capital levers than independents because of their reasonable capital
discipline, lower capital leverage, portfolio flexibility and asset integration. The size and scope
of the 10Cs also provide them with stronger bargaining power over suppliers to negotiate and
reduce costs. Financial information in the balance sheet of I0Cs also provides the oil and gas
industry stakeholders with the opportunity to delay the project tactically, improve efficiency

in supply chain activities and grant access to near-term cash (England, Bean and Mittal, 2015).

Additionally, another type of contract called concessions contract was used in the Libyan
ecosystem for the extraction of oil; as mentioned by ACC6, "the concession contracts differ
slightly, like a specific piece of Libyan land is given to the foreign Company, which is
excavating and it carries out all the operations of excavation, drilling, site preparation,
operation and export, and the institution does not enter into any of the exploration and export

procedures.”

The Company then submits its financial statement, including revenues and expenses at the end
of the financial year. Two sets of financial statements are prepared, one aligned to actual
revenue and expenses while the other is in line with Libyan law as pointed out by ACCS6.

"At the end of each year, this foreign Company submits to the National Oil Corporation a
statement of expenditures and revenues during this year, as the corporation reviews these
statements and recognises the financial expenditures involved in the calculation and take out

those that the corporation does not recognise as part of the expenses."
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These concession contracts are no longer used and have been replaced by EPSA.

"Concession contracts are old and are not currently implemented anymore and it is

disappearing."
4.3.3.2 Differences in Accounting Results

According to the imposed authorisation by Libyan Petroleum Law (LPL), all the oil and gas
companies in Libya should have to capitalise or expense different costs based on either SE or
FC approach (Wallace, 2004). The following Figure 4. 3 shows the differences in the
allocation of costs under the LPL, SE, and FC approaches.

From Figure 4. 3, it can be said that SE and FC method differs in treating tangible and
intangible geological and geophysical costs, and exploratory dry holes costs, while both
methods require the capitalisation of costs in the case of intangible exploratory successful
wells. Additionally, LPL offers some flexibility in the case of intangible geological and
geophysical costs for both methods. On the other hand, oil and gas companies are not
authorised by LPL in subtracting the acquisition costs, and these costs are being capitalised
under SE and FC methods (Eldanfour, 2011).

In the income statement, exploration costs are charged as an expense when the exploration and
production attempts failed. Therefore, the changes influence the companies' net income using
SE or FC method in production cost, but the changes influence only the companies using the
SE method in exploration cost (Eldanfour, Elseraiti and Abushaiba, 2014). This is because
exploration costs are charged as capital when the explorations are successful. Therefore, oil
and gas companies using the FC accounting method can expect higher net income than the SE

accounting method after forecasting identical operational results.
4.3.3.3 Comparison analysis

Libya's accounting practice is comparable to the United States in that it is based on regulations
rather than the IFRSs principles-based approach. The rules are related to the LP's goals.
Complex rules, on the other hand, might make financial statement preparation more onerous
than it has to be. Because a rules-based system tries to account for as many variables as

possible, the standards that arise are extensive, difficult, and frequently inconsistent.
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(Shortridage and Myring, 2004; IFRS Foundation, 2021; Shareia, 2016). A rules-based
system, on the other hand, frequently gives direction. Some accountants argue that although
rules reduce the impact of ambiguity, they also raise the danger to the accountant's function.
The rules-based approach, as per a former SEC chairman, pushes accountants toward being
rule checkers by requiring them to apply enormous numbers of claims and issues rather than

utilising their talents to generate honest financial statements (Carmona and Trombetta, 2008).

A rules-based system that contains numerous details eventually leads to lengthier and more
difficult standards, as well as mandatory and inconsistent accounting treatment requirements.
Furthermore, the pursuit of bright-line accounting standards has moved the professional
position from analysis of the optimum accounting treatment to adherence to a set of
regulations. In actuality, due to inherent irregularities and bright lines, financial reporting

comparability might be deceptive (Shortridage and Myring, 2004).

There are nine primary kinds of accounts in the LGAAP based on the Arab League's accounts
code. The four primary types include assets, liabilities, costs and revenue. These four classes
depict the reporting unit's financial status and performance. There are five or six sub-classes
within these classes. Control accounts are another type of account that deals with cost
accounting. They are intended to assist reporting units in preparing reports that include budgets
for their operations based on the nature of their companies. The IFRSs employ elements rather
than classes, and the components are comparable to LGAAP classes 1 through to 4. The
remaining LGAAP classes are not covered by IFRS since they pertain to financial accounting.
Based on primary data (interviews) and literature, the differences between the Libyan
accounting practices and those recommended by international standards (IFRS) can be
primarily seen in the treatment of assets, inventories and the preparation of financial

statements. Each of these individual differences is elucidated in the upcoming subsections.
4.3.3.4 Treatment of assets

In Libyan accounting practices, the valuation of an asset is computed using the historical cost,
while the market (current) value or fair value approach is recommended in the international
standards (IFRS13 and 1AS16 (IFRS Foundation, 2021)). Multiple participants voice this stark
difference between the two systems. For instance, ACA2 points out that "As for the asset's
cost, it is calculated according to its market cost internationally while in Libya, it is calculated

based on the historical cost".
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Furthermore, limited methods to value depreciation are available in Libyan accounting
practices compared to international standards. For example, FIM2 explains that "there are 16
methods of depreciation of assets in the world. Still, there are only four approved methods in
Libya, where the tax law obliges you to follow only one method." Additionally, the consistency
of the application of these depreciation methods is also lacking in the Libyan system. The
ambiguity can be seen across the financial statements of the various organisations as pointed
out by ACC4 "in Libya, different methods are used in the process of using depreciation of
assets (decreasing instalment, increasing and fixed instalments). You find that each facility

works according to one of these methods, and there is no consensus on one method."

Although participants agree to the need to reform the Libyan accounting practice methods to
treat assets, it is limited by the existing legal structure of commercial and tax law and, thereby,
difficult to change. This is voiced by ACAL, "...the reason for that is that the accounting
initiative in Libya is restricted by several laws, including the commercial law, the tax law, the
oil and gas law. So, it is difficult to change". Furthermore, FM1 explains, "there are a series
of legislations, including the tax law, the banking law, and others. They need amendments to
be compatible with international financial reporting standards". This deviation is seen as one
of the significant limitations among the Libyan accounting practices and a major hurdle in
adopting the international standards as pointed out by ACCB, "this is a clear deficiency in the
process of evaluating assets in Libya and maybe an obstacle to the process of adopting
international financial reporting standards". This is due to the required legal amendments to

move away from the historical cost method.
4.3.3.5 Treatment of inventories

Treatment of inventories in accounting aims to provide an accurate assessment of the costs
expensed by an organisation, thereby providing a basis to anticipate profits for investors. The
inventory cost is usually computed by either the first-in-first-out method, last-in-first-out
method or the weighted-average inventory method (Lucchese and Carlo, 2020). However, in
modern international accounting standards, the last-in-first-out method is no longer used
(IFRS Foundation, 2021), while it is still available to accountants in Libya under Libyan
GAAP. This has been voiced by multiple participants, including ACAl and FIM3. For
instance, ACAL commented, "despite being deleted in modern accounting standards, it (last-
in-first-out) is still in use in Libya and is taught is Libyan accounting curriculum™. The

detrimental effects of the use of the last-in-first-out method are well known. These problems

109

—
| —



are also seen previously in the Libyan ecosystem. As pointed out by ACC6, "due to following
this (last-in-fist-out) method, obsolescence of the stock and the increase of the quantities stored
was observed in the stores. For example, this happened during the times of sanctions on Libya,
where large quantities of electronic devices were supplied, and the latter was used, which led

to the obsolescence and uselessness of the devices in stores."

Furthermore, the deviation between Libyan GAAP and IFRS shows that international
standards use a weighted average (lowest between the cost and realisable value). In contrast,
this method is not used in Libya. FIM3 points this out, "I have not seen that a company reduce
the value of the stock and use the net realisable value method, which is the actual value in the
market, because there is no obligation for companies to apply this, and this is one of the
differences between what is used in Libya and what is application binding in international

standards".
4.3.3.5 Financial reporting

The preparation of financial reports compliant with the international standards (1AS1) includes
(IFRS Foundation, 2021) financial position statement as well as the comprehensive income
statement (profit-loss report); also, other statements require such information on changes in
equity, cash flow statement and a note summarising pertinent accounting policies adopted by
the organisation. In contrast, LGAAP necessitates the financial position (balance sheet)
statement and income statements required by the tax legislation. FIM3, FIM1 and ACC3 have
voiced this.

For instance, FIM3 has pointed out that "in international standards, there are five financial
statements that companies are obligated to submit: the income statement, financial position
statement, cash flow statement, change in owners' rights, and comprehensive income
statement. However, the last one is not known in Libya, and therefore what is prepared in
Libya, in general, is the income statement or what is known as the profit and loss statement,
the financial position statement, the cash flow statement. | am not aware whether all
companies are working on applying the last statement (cash statement), as most of the
companies work with the first and second statement™. Although FIM3 voiced that he was not
sure about the application of cash statement by LGAAP, FIM1 clearly states the application
of only two statements in the Libyan accounting practice as "what is being prepared now in

Libya are preliminary lists the balance sheet and the income statement".
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Furthermore, the legislative constraints in the Libyan accounting practice have led to the
preparation of two sets of financial reports, one satisfying the Libyan tax law while the other
accounting for the actual expenses. For instance, AUDL1 states that "the tax law does not
recognise more than 5% of public administration expenses, and at the same time, the Company
will then spend more than that. Thus, the Company is forced to prepare two budgets, one of

the actual and the other related to the tax law".

Another instance of the necessity to prepare two sets of financial information is provided by
FIM1, wherein he points out the constraint of maximum allowable depreciation necessitating
the preparation of two financial reports. FIM1 states, "if an asset observes the depreciation
rate is 20% and the value of the profit is one million, according to the Libyan tax law, only a
maximum of 10% is allowed as the depreciation value of the asset, and with this, the amount

of profits is modified to one million and two hundred".

4.3.4 Readiness for Adoption of IFRS

One of the most important questions facing Libyan companies — private or state-owned — is
whether the country is ready to adopt international standards, particularly in the oil and gas
sector. Moreover, the next stage is how the adoption should be managed and implemented.
Therefore, the researcher asked the respondents to give their views about the country's
readiness to adopt IFRS. Referring to the country's current political and social structure, ACC1
and AUDL are of the view that in the absence of a stable government, the adoption of IFRS is
far-fetched. Having highlighted many infrastructural issues in Libya, ACA1 believes adopting
IFRS under the current environment is almost impossible. In particular, he has paid reference
to the lack of resources in accounting education. On the same lines, AUD1 added that “Libya,
until today, through its Libyan universities, does not study Libyan standards except the
historical side, and it is one of the problems facing us. Where are our universities from
international accounting standards, there is an absolute absence, and their role is negative
and has no effect”. Also, he went into more detail and stated, “Environmental accounting and
social accounting that serves Libya and its economy is still a dream and does not exist in the
Libyan government. We are very far behind in cost accounting, barely having an accountant
with a grasp of cost accounting”. This supports the view that the weakness of the education
institution limited the possibility of adopting a high standard such as IFRS. ACA2 and AUD1
are also of the view that any thought of adopting IFRS under political and economic instability
is merely a myth. By referencing several statistics on the readiness of different sectors, ACC2
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pinpoints that apart from the oil and gas and the banking sectors, the rest of the economy is not
ready to adopt and implement international standards. FIM2 appreciated the international
standards and their benefits for all Libyans. He believes that due to poor economic stability and
political disarray, the adoption of IFRS appears to be a far distance away. Finally, in addition
to a reference to political instability, ACC4 warns that “no specific body has been assigned to
carry out the process of adoption and transformation to the international accounting standards
..... there is no competent body in this regard”. It can be seen that almost all participants push
toward the adoption of the IFRS. However, in times of uncertainty and the missing of a strong

professional body to act and drive the country to adopt IFRS, it is tough to take any action.

4.4 Summary

As a starting stage of analysis, in association with the literature and the thesis questions, this
chapter has paid attention to the information acquired by surveying participants which include
the responses to the questionnaire and opinions shared in the interviews. The examination of
the demographics of the questionnaire revealed that of the total 214 completed questionnaires,
71 came from academics, 51 from accountants, 45 from external auditors, 26 from financial
managers and 21 from internal auditors. The average respondent turned out to be in the age
range of 40-49, with a master’s degree qualification and with about ten years of work
experience. Since the respondents were randomly selected, the researcher had no initial idea
about their knowledge of IFRS and GAAP. However, as the data showed, the majority of the
respondents (around 60%) appeared to have either a great deal or very much knowledge of the
IFRS. In addition, up to 30% of the remaining participants declared that their understanding
of IFRS was moderate. When asked about their views about adopting IFRS, 45% believed that
it should be considered in Libya but with some modifications to fit the Libyan businesses and
their cultural backgrounds. Furthermore, 22% of respondents were of the view that prior to the
full adoption of IFRS in Libya, a pilot trial must be made in a sector of the country.

Regarding the interviewee's demographics, six out of 13 came from the accounting profession,
one from auditing, two financial managers and the remaining four academics who had been
involved in research in the extractive sector of the economy. To understand and evaluate their
knowledge of the subject, they were asked three questions about familiarity with IFRS,
differences and similarities between the two regimes. In addition, they were asked a question
to find out their views on the adoption of IFRS. The interviews showed that most were highly

experienced and well aware of the differences and similarities between GAAP and IFRS.
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However, as for the case of the adoption of IFRS, most interviewees were of the view that due
to current political instability and economic disarray, it is too soon to think of adopting the

international accounting standards in Libya.

In short, as far as the question of adoption of IFRS goes, there appears to be a strong
disagreement amongst our respondents of the questionnaire and interviewees: whilst a large
majority of the former group is in favour of adoption now, the latter group are highly

pessimistic about the efficacy of IFRS under the current environment in Libya.

113

—
| —



CHAPTER Five Benefits and challenge of IFRS
adoption: Analysis of Responses

5.1 Introduction

In this chapter, a detailed analysis of the benefits (potential opportunities) and challenges of
IFRS is presented via the information collected from the study’s survey (questionnaire and
interview). The questions in the questionnaire come under three different groups: Benefits,
Challenges and Factors. There are 15 questions in Benefits and Challenges, but only six factors
were identified as potentially deterministic in adopting IFRS. Furthermore, as discussed in the
methodology chapter, the respondents are given a chance to express their views in a Likert
format, with one strongly disagreeing to 5 strongly agreeing with the statements. Therefore, in
addition to the two headings of costs and benefits, and association with the literature, and as
demonstrated in the conceptual map, one needs to establish and measure the extent of the
importance of the four constructs: Accounting Education and Information, Economic Aspects,

Cultural Issues and Legal Issues.

This chapter is divided into two parts the first part is devoted to analysing the benefits of IFRS
vis-a-vis the responses collected from the questionnaire and the interviews. Section 5.2
presents the examination and analysis of the information collected from the questionnaire,
while Sec. 5.3 offers the examination and evaluation of the findings from the interviews. Then
Sec. 5.4, a discussion of these potential benefits.

After that, this chapter will be devoted to the analysis of the challenges arising from the
adoption of IFRS vis-a-vis the responses collected from the questionnaire and the interviews.
Part 5.6 presents the examination and analysis of the information collected from the
questionnaire, whilst part 5.7 offers the examination and evaluation of the findings from the
interviews. Finally, Sec. 5.8 presents a short discussion of these challenges and a summary of

the chapter.

5.2 The Questionnaire: Analysis of Benefits

5.2.1 Test for Reliability

Before analysing any survey data collected from the questionnaire, the so-called Cronbach
Alpha test must be conducted as a standard requirement for testing the consistency of multi-

dimensional responses. This is required as stated in Cortina (1993: 68-94), to ascertain the
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consistency of the participants in their responses to the questions on a specific topic. A small
variation in the response of the standalone participants is expected. On the other hand, any
such test anticipates higher variation among the response of the individuals to the questions
assuming samples are based on random selection. Therefore, these two sets of variations are
compared to establish the reliability of any test. Based on this principle, a popular test for
reliability offered in most statistical software is referred to as Cronbach Alpha, varying
between zero and one. Indeed, the closer the value of Alpha to one, the more reliable the data,
with the lowest acceptance level being 0.70 (George and Mallery, 2019; Watkins, 2021).

To test for the consistency of the answers to the questions, Cronbach Alpha has been applied
to all the Benefits statements and their associated constructs. The results of the Cronbach test
are presented in Table 5.0.1. According to this table, and in consideration of the rule, all the
constructs exhibit alpha values above 0.7, with a highest of 0.89 related to the benefits, this
indicates the respondents’ consistency across all the questions in the questionnaire. In addition,

since there is only one legal item under benefits, then there is no alpha value for Legal issues.

Table 5.0.1 Test for Consistency — Alpha Measures

Category Items used Alpha
Benefits B1-B15 0.89
Accounting Education Bl1-B7 0.88
Culture B13-B14 0.86
Economic B8 - B12 0.86
Legal B15

5.2.2 Test for Normality

As discussed in the Methodology Chapter, before any statistical investigation of data, one
needs to identify the extent of normality of the distribution of the sample. The Anderson-
Darling (AD) test for normality is based on the null hypothesis that the sample distribution
resembles the population from which it is drawn and is normally distributed. Under this
condition, if the estimated AD test exhibits a p-value greater than 5%, the null hypothesis is
verified. Alternatively, any p-value lower than 5% confirms that the sample data is not
normally distributed. As elaborated in the Methodology Chapter, if the sample data exhibits
non-normal distribution, any parametric approach would be incomprehensible and unreliable.

Hence, non-parametric ANOVA is recommended once it is established that the data is non-
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normal. Table 5.0.2 presents the AD test results for normality for Benefits and the four
constructs (Accounting Education, Culture, Economic and Legal). The findings based on the
AD test show that all the constructs and factors possess p-values lower than 0.05, hence

rejecting the null hypothesis that the sample data is normally distributed.

Table 5.0.2 Test for Normality — AD Approach

Category AD (p-value)
Benefits 4.984 (0.008)
Accounting Education 5.935 (0.003)
Culture 5.093 (0.004)
Economic 5.887 (0.005)

Legal 5.663 (0.002)

Thus, based on this information, the statistical techniques and inferences in this chapter will
be devoted to ANOVA, primarily based on the two tests: (i) Kruskal-Wallis (KW) for
comparing views across all professionals, and (ii) Mann-Whitney (MW) as a post-hoc test to

compare pairs of groups once KW test yields p-value below 0.05.

5.2.3 Examination of the Data

Table 5.0.3 presents the overall aggregate responses to questions relating to benefits. The mean
values shown in this table are made of an average of five figures based on the Likert scale. The
closer the mean value to 5, the stronger the respondent’s agreement with the statement. Except
for one question, this table shows that the rest have exhibited mean values greater than 4 —
somewhere between Agree and Strongly Agree. In addition, the standard deviations of these
mean values are relatively low, thereby implying statistically significant measurements.
Respondents assign the highest score of 4.27 to the statement that IFRS will reinforce
confidence in accounting and auditing. The other higher scores (4.26) are given to both the
reliability and transparency of IFRS over the existing accounting model. The lowest score of
3.89 is assigned to the benefits accruing from reducing capital costs. Overall, the average score
based on these 15 questions is 4.15, suggesting that a large majority of respondents agree that
IFRS will be beneficial for Libya.
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Table 5.3 Benefits, the overall response

Benefits Level of Agreement (%) Mean Standard
SD?! D? N3 A4 SA®> | Score Deviation

B1: The process of preparing the financial statements for groups | 0.5% 7% 7% 51.5% 34% 4.14 084

and individuals would be simplified.

B2: IFRSs will help to provide accurate information for decision 0 4% 5% 56% 35% 4.22 071

making in Libyan companies.

B3: IFRSs will enhance the reliability and accuracy of accounting| 1% 2% 6% 53% 38% 4.26 073

information.

B4: IFRSs will facilitate comparison between financial reporting 1% 2% 5% 58% 34% 4.22 071

information of different firms.

B5: IFRSs will provide greater reporting transparency. 1% 2% 4% 59% 34% 4.26 0.66

B6: IFRSs will raise the confidence of users of financial reports. 1% 4% 4% 56% 35% 4.17 0.84

B7: IFRSs will reinforce confidence in the accounting and 1% 3% 2% 57% 37% 4.27 072

auditing profession.

B8: IFRSs provides greater credibility and improved economic 2% 6% 4% 49% 39% 4.17 091

prospects for the accounting profession.

B9: IFRSs will make investment measurement easier. 1% 6% 9% 54% 30% 4.08 0.84

B10: IFRSs adoption will help remove barriers previously 2% 3% 8% 58% 29% 4.1 08

encountered movement of international capital to Libya.

B11: IFRSs will improve accessibility to capital markets 1% 2% 8% 56% 33% 4.17 0.75

——
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Table 7. 1 Benefits, the overall response

B12: IFRSs will reduce the cost of capital. 2% 7% 10% 61% 20% 3.89 0.88
B13: Users would save time in analysing financial reports. 2% 7% 5% 57% 29% 4.05 0.89
B14: IFRSs will reduce costing, time and effort in order to 2% 6% 5% 60% 27% 4.05 0.86
formulate appropriate national accounting standards. '
B15: IFRS brings better corporate governance 2% 3% 7% 61% 27% 4.06 0.82
OVERALL SCORE 4.14

Table 5.0.3 Benefits, the overall response

Strongly Disagree; 2 Disagree; 3Neutral; 4 Agree; ® Strongly Agree
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In demonstrating a more detailed picture of the benefits, it would be beneficial to consider the
responses across the professions. The examination of such a breakdown of responses can help
identify where similarities and differences have occurred among these five professional groups.
As has been discussed earlier, the usual procedure for testing differences/similarities in groups
is referred to as the Kruskal-Wallis test. This test ascertains the origination of the data from the
same distribution using a non-parametric method. One-way variance analysis is the parametric
counterpart of the non-parametric Kruskal-Wallis test. If this value is significant, it means that
there are differences in groups. However, the position of the differences in the data and their
quantity are not identified by the test. This test is superior to the t-test as the normal distribution
assumption is not applied to the residuals, hence being appropriate because all the constructs

follow non-normal distributions.

In revisiting the responses to questions relating to the benefits of adopting IFRS, Table 5.0.4 is
presented. As can be seen from this table, in a large majority of cases, the respondents across
the professions agree with the benefits of IFRS. However, the distances between agreement
and disagreement across these questions vary substantially across professions. For example,
where the academic agreement on these benefits varies between 80% and 97%, financial
managers exhibit a much wider range in agreeing with the benefits of 65% to 92%. However,
a thorough and more precise way to examine such differences is determined by applying the
Kruskal-Wallis test. According to the test findings, there are only two items out of 15 where
significant differences have occurred among the groups. Firstly, in item B11 on the issue of
IFRS contribution to accessibility to capital cost, significant differences were found in views
between the financial managers on the one hand and the other four groups on the other.
Secondly, differences were found between financial managers and the accounts/academics
about B14 in terms of the IFRS contribution to cost reduction in national accounting standards.
Insofar as the benefits are concerned, there are more similarities than dissimilarities in

agreement amongst these five professional groups.
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Table 5.0.4 Benefits, by Profession (%0)

Benefits Academic Accountant Fin Manager Ext Auditor Int Auditor KW MW Post-hoc
p- Pairwise significance
D N| A| D| N| A| D N A D| N A D N| A | value | ACA | ACC | FIM | EXA | INA
Bl 9 4 |87 | 4 6 |9 |8 |11 | 81 7 7 86 |10 [10 |80 | .181 No significant Difference
B2 3 4 193 | 0 4 19 |4 |12 | 84 9 7 84 5 0 |90 | .128 No significant Difference
B3 0 4 19 | O 4 19 |4 |15 | 81 7 7 86 |95 | 0 [90.5 | .067 No significant Difference
B4 2 6 |92 | 2 6 (92 | 4 4 92 7 5 88 0 5 |95 | .815 No significant Difference
B5 3 6 |91 | O 2 |98 | 8 4 88 2 5 93 0 0 |100 | .222 No significant Difference
B6 3 2 |95 |2 4 194 |7 8 8 |16 | 4 80 0 5 |95 | 122 No significant Difference
B7 0 3 197 | O 2 |98 | 8 0 92 |11 | O 89 5 5 190 | .251 No significant Difference
B8 7 7 18 |0 4 19 |12 | O 88 |18 | 4 78 5 0 |95 | 317 No significant Difference
B9 10 |10 |80 | 2 4 (94 | 4 |23 |73 9 9 82 5 0 |95 | 446 No significant Difference
B10 3 8 |89 | 2 4 |94 |15 |12 | 73 7 |11 | 82 0 5 |95 | .296 No significant Difference
Bll 3 6 (91 [ O 6 (94 |15 |15 | 70 0 |11 | 89 5 5 |90 | .003 FIM |FIM | ACC
B12 6 |14 (80 | 4 |10 |8 |37 | 4 69 9 9 82 |14 |5 |81 | .273 No significant Difference
B13 11 |4 |8 | 4 2 |94 |12 | 8 80 9 7 84 |10 |5 |85 | .236 No significant Difference
B14 6 5 |8 |6 4 190 |31 | 4 65 5 7 88 0 0 |100 | .002 FIM |FIM | INA [FIM [FIM
B15 3 6 |91 | 6 4 (90 |4 |15 |81 |11 |9 80 5 5 |90 | .248 No significant Difference
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5.3 The Interview: Analysis of Benefits

To grasp specific information on the extent of potential benefits of IFRS to Libya, the
researcher asked questions on three main themes: Libyan Audit Bureau (LAB), Libyan
Accounting and Audit Association (LAAA) and the overall economy.

5.3.1. Benefits to LAB

In highlighting the general weakness of the current LAB, ACA1 warned that due to a lack of
standards and the absence of authoritative supervision, the Audit Association would face
colossal problems once adoption has taken place. On the other hand, ACA1 admitted that
adopting IFRS may mean that LAB “will benefit from these standards, by accessing specific
data and fixed models, that are applied to all sectors”. ACC6 has gone further to highlight the
current vagueness and ambiguity of the audit standards in Libya as the most damaging issue
facing businesses and the state alike. He also welcomes the emergence of IFRS that “will lead
to clear standards to be followed and there will be no ambiguity or possibility of manipulation
when preparing financial reports as it currently exists”. With a long business experience, FIM3
addresses the current confusion and poor standards of the audit system in Libya and welcomes
any international standards that could bring order into the audit and accounting system in Libya.

ACCS5 believes that international standards adoption can reduce transaction costs currently
faced by Libyan commercial organisations and hence bring order and confidence into the
marketplace. ACC3, on the other hand, is of the view that the adoption of international auditing
may help the LAB produce more frequent and accurate reports for the public. The interviewee
AUD1, an experienced audit accountant and a member of LAB, admitted that the emergence
of established accounting standards works to standardise practices in Libya and helps the
“revival of the profession and the subsequent disclosure, transparency and other advantages
that follow”. He added that accounting should not be based on judgement, but on professional
evaluation recommended and applied internationally. AUD1 is of the strong view that correct
application of standards can help “reduce capital and work to save time and effort for the users
of these reports, as they provide accurate information that facilitates the process of comparison

between different activities in the same field .

Finally, FIM2, an experienced and highly qualified financial manager of a private company
and a member of LAB and LAAA, is highly critical of the current accounting and audit system
in Libya and hence states that the presence of transparent and reliable standards will enable
auditors to “discover and identify errors, leading to the credibility of the financial reports, by
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providing accurate information; hence enabling LAB to prevent embezzlement and fraud by
providing consolidated financial information and data”. ACA3, ACC4 and ACC2 echoed this

statement and other similar criticisms.

5.3.2. Benefits to LAAA

As one of the main aspects of the immediate adoption of IFRS, ACAL regards the new
international standards as a channel to enable the effective flow of capital to and from Libya.
This way, he argues, will allow professional accounting to regain its reputation in Libya.
ACCL, on the other hand, though appreciating the potential benefits of IFRS, warns that full
adoption and application of new standards may take years to settle in Libya. Moreover, whilst
ACA2 believes that IFRS can help ease the comparison of international financial accounts
possible, ACC2 is more concerned about the benefits of IFRS in reducing costs of accounting

and possible removal of financial corruption currently in existence in Libya.

In a very strong criticism of the LAAA, the ACC3 states that the Libyan Accounting and
Auditing Association is only a union safeguarding the interests of its members and nothing
else. Furthermore, he argues that there is confusion over the roles of members in this
association, stating that there is “no clear vision of what this role should be for this institution
to be professional, and therefore relying on the union in its current form to have a role in
stimulating institutions and the private sector in Libya to adopt it may be in it”. ACA3 goes
even further to state that LAAA “is not recognized even by Arab trade unions as well as
accountants' unions in the other world, since there are no strong standards that might give any
importance to the delegates of that union”. ACC4 has briefly summed up the benefit of IFRS
to Libya by stating that the final adoption would provide LAAA with “a clear tool through

which it can monitor sectors whether or not they are implementing the standards”.

ACCS5, a highly experienced chartered accountant with experience in the oil and gas sector, has
articulated the benefit of IFRS to Libya by stating that the adoption of these standards “not only
unify the standards applicable in institutions and companies, but also work to unify the audit
method for those standards and thus facilitate and support the review process and make it
relevant, trustworthy and reliable”. FIM3 having experienced the real problems with the
system has summed up the adoption and existence of such criteria can help clarifies “who might
be able to prepare or review statements, because there is confusion at the present time”.
Finally, ACC6 views the current accounting association as a weak and dis-organised union of

accountants and auditors and views the adoption of international standards as the means of
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“elimination of any vagueness or ambiguity in the preparation of financial reports or control
matters, there will be clear standards to be followed and there will be no ambiguity or

possibility of manipulation when preparing financial reports as it currently exists”.

5.3.3. Benefits to the Economy

In expressing their views about the economy, many issues and varying aspects of Libya’s
economic problems were brought to the surface. By highlighting the importance of accounting
practices for the entire economy, ACC5 and FIM3 have stressed that unified and transparent
financial reporting will pave the way for the re-arrival of foreign investment. FIM3, in
particular, pays a special reference to the importance of the oil and gas sector to the economy
and states that in Libya, “most oil extraction companies are foreign, but oil service companies
are local, therefore the presence of strong accounting standards encourages foreign companies
to invest in the oil services sector and take shares in local companies”. In elaborating on the
potential benefits of IFRS on the overall economy, ACC4 begins by stating “the application of
standards may create a far-reaching paradigm shift for all sectors, both public and private. It
also works to provide job opportunities”. He then explains that the benefits may start from
financial markets — banking, stock market, insurance and international businesses — but it would
have far-reaching attributes to the general public. He believes that international standards
would be “beneficial to the Libyan community, providing a reliable database to create new job

opportunities and new investments that contribute to the development of society”.

AUDL, though hopeful that there could be enormous benefits of IFRS to the entire economy,
he is concerned that under current political instability, the adoption of international standards
may fail to deliver and cause serious damage to the public at large. ACC3, on the other hand,
is of the view that these international standards should be brought into accounting practices
and then expect to see improvements in transparency, clarity, accuracy and full disclosure.
However, he states that from a legal point of view, and in line with international practices and
standards, the government should “develop plans for privatization of companies, especially
those operating in the oil and gas sector due to their great importance”. He believes that such
a plan will be appreciated by a large number of foreign investors in the area of
telecommunication and other infrastructural activities. As a strong supporter of the
implementation of IFRS, ACC2 believes that one of the main benefits and opportunities of
such adoption is to get rid of systemic corruption and fraud, which has been crippling the
economy for years. He then adds that the adoption of IFRS “will open the way for the investor
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and through which it can guarantee obtaining a partnership with developed countries, through
which Libya can benefit from the technological and scientific development taking place in those
countries”. Similarly, ACC4 welcomes the potential opportunities that adopting international
practices and standards can bring to Libya. However, he warns that developments can only
occur once individuals (particularly accountants and auditors) appreciate and are prepared to

learn the new standards.

By paying a special reference to the oil and gas sector, ACA2 supports the view that
opportunities and benefits may arise from adopting international accounting standards. In
particular, he adds that such standards promote the disclosure principle, which can bring
“transparency and credibility to the financial reports in general, hence helping attract
investors, local or foreign, especially in the oil and gas sector, which needs more support from
foreign investment and multinational companies”. Furthermore, ACCL1 states that international
practices and standards can help measure the correct economic performance of the country,
enabling researchers to make appropriate international economic comparisons. Finally, by
referencing the 2005 and 2006 regulations issued by the Central Bank of Libya, ACC1
continues that, legally speaking, international standards and practices should have been adopted

by the country's financial sector since then.

Overall, it can be said that all the interviewees believe that the adoption of IFRS helps improve
the overall economy by attracting new businesses, domestic or foreign, improving

transparency, and making financial comparisons easier and more accurate.

5.4 Discussion of the benefits

The previous sections in this chapter made an effort to show the extent of the opportunities and
benefits that may arise from adopting and implementing the IFRS in Libya. In essence, the
main aim of this chapter has been to find answers to the second question of the thesis: What
benefits does the adoption of IFRS offer to the oil and gas sector in Libya? In testing the
hypothesis that net benefits are positive, the questionnaire's data was used. Following thorough
tests for reliability and normality, the data was then examined, revealing many interesting
findings. First and foremost, based on the total sample of 214 including accountants, auditors,
academics, and financial managers, the overall average score based on 15 questions relating to
opportunities and benefits of adoption of international standards was found to be 4.15 out of 5,
suggesting that a large majority of respondents are in agreement that IFRS will be beneficial

for Libya. The highest score of 4.26 was assigned to the transparency and reliability benefits
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of IFRS. Next, the usual procedure for group testing using the Kruskal-Wallis test was
conducted to test for differences among these professionals. This test ascertains the origination
of the data from the same distribution using a non-parametric method. The overall results
showed that there are similarities in scores attached to different aspects of
benefits/opportunities by these professionals in most cases. Overall, the questionnaire's
findings were extremely positive in favour of the highly significant potential benefits of IFRS

to Libya.

In support or rejection of the questionnaire findings, the researcher conducted 13 interviews
with qualified and experienced accountants, financial managers, academics and auditors.
Regarding benefits and opportunities arising from the adoption of international accounting
practices and standards in Libya, all respondents were unanimous in the view that there would
be benefits to the country and the public as a whole. Whether from the LAB, LAAA or the
overall economy, the interviewees stated that the adoption of international standards could
significantly improve Libya's inconsistent, unclear, inaccurate, and non-transparent accounting
standards. In particular, most interviewees regarded the concept of transparency principle
arising from adopting IFRS as a pivotal stance in fighting corruption, fraud and misinformation

against the Libyan economy.

Our findings relating to the potential benefits and opportunities of IFRS are strongly in line
with other studies conducted in developing countries. First and foremost, on the issue of
financial reporting quality, many researchers have reported significant improvements in
different developing countries following the implementation of IFRS (Armstrong et al., 2010;
Palea, 2013; Dayanandan et al., 2016). In addition, in studies such as those conducted by Ashraf
and Ghani (2005) and Masoud (2014), it has been reported that in several developing countries,
the adoption and full implementation of IFRS has brought in addition to improved reporting
quality, a more efficient and cheaper means of statement reporting preparation. On the other
hand, as has been argued in Barth, Landsman and Lang (2008), in some cases, firms have
adopted IFRS not necessarily to see improvements in accounting quality but for a whole host
of other incentives. Finally, regarding enhancing financial reporting, the hindrance to the
adoption of IFRS due to differences in cultural, educational, and legal structures has been
observed by Faraj and El-Firjani (2014).

Second, on the issue of harmonisation between internal and external financial reporting, several

studies have demonstrated the benefits arising and those being very much in line with our
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research findings. For example, looking into the Malaysian experience, Ismail, Dunstan and
van Zijl (2010) that such harmonisation has improved domestic firms' earnings. This point has
also been reported (lonascu, lonascu and Munteanu, 2011; Almansour, 2019; Clarkson et al.,

2011) in other countries.

Third, on the issue of transparency, as our findings from the questionnaire and interviews
suggested, the adoption of IFRS would be beneficial to all parties involved. However,
transparency must be supported with full and enforced legal backing to work effectively.
Several case studies of developing economies have reiterated this point ((DeFond et al. 2011;
Alsaqga, 2012; Nurunnabi, 2017; Nurunnabi, 2018; Almansour, 2019).

Fourth, as has been stated in several studies relating to the Middle East and North African
countries, transparency along with measurement, compatibility, efficiency and harmonisation
could lead to the overall reliability and consistency in financial reporting (Alkhtani, 2010;
Alsaqga 2012; Josiah et al. 2013; Elhouderi, 2014; Nurunnabi, 2018). Our findings show that
this point was raised in both the questionnaire and interviews. As shown earlier, a number of
the interviewees paid references to the outcome of the correct adoption of IFRS on
improvement in corporate social responsibility. Many studies relating to the Middle East have
reported significant improvement in corporate social responsibility following the adoption and
application of international standards (Dobroteanu, Dobroteanu and Raileanu, 2010; Alghamdi,
2012; Ogbenjuwa, 2016; Almansour, 2019).

Fifth, and finally, another important benefit arising from the adoption of IFRS is its reduction
in the cost of capital and its indirect positive impact on investment opportunities. The findings
showed that the experts tend to attach a relatively high score to the importance of the cost of
capital. This point has also been echoed by many studies relating to developing economies.
For example, Kim and Shi (2012) have examined several studies relating to developing
countries and found that once IFRS is supported by strong reinforcement of legal backing, the
cost of capital would decrease significantly. Capital cost reduction is one of the most
fundamental factors encouraging foreign investment (Owolabi and lyoha, 2012). Moreover,
foreign investors tend to be attracted to activities run by managers who closely follow and
practice consistent and transparent international standards (Apergis, 2015; Booloaky et al.
2018).

After reviewing the potential benefits Libya can get when adopting IFRS in the accounting

system of the country, the next sections will offer a detailed analysis of the challenges of IFRS
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via the information collected from the study’s survey (questionnaire and interview). As stated
previously, the respondents are given the chance to express their views in a Likert format, with
1 being strongly disagreeing to 5 being strongly agreeing with the statements. In addition to
the challenges, and association with the literature, and as demonstrated in the conceptual map,
one needs to establish and measure the extent of the importance of the four constructs/themes:

Accounting Education and Information, Economic Aspects, Cultural Issues and Legal Issues.

5.5 The Questionnaire: Analysis of Challenges
5.5.1 Test for Reliability

Following what was done in Chapter 4, before analysing any survey data collected from the
questionnaire, the Cronbach Alpha test must be conducted. The purpose of this test is to
quantify the consistency in the response of the participants in answering the questions
pertaining to a specific topic. A small variation in a participant’s response to a particular
question is expected. Based on this principle, a popular test for reliability offered in most
statistical software is referred to as Cronbach Alpha, varying between zero and one. Indeed,
the reliability of the data can be judged by its closeness to one, with the lowest acceptance
level being 0.70.

To test for the consistency of the answers to the questions, Cronbach Alpha has been applied
to all the Challenges statements and their associated constructs/themes (Accounting
Education, culture, Economic and Legal). The results of the Cronbach test are presented in
Table 5.0.5. According to this table, and in consideration of the rule, all the constructs exhibit
alpha values above 0.7 indicating the respondents’ consistency across all the questions.
Whereas the height value is to the Accounting Education category. It is worth knowing that

given only one economic item under Challenges, the Alpha test is not applicable here.

Table 5.0.5 Test for Consistency — Alpha Measures

Category Items used Alpha
Challenges Cl-C15 0.87
Accounting Education Cl-C6 0.88
Culture C8-C11 0.84
Economic Cc7 --
Legal Cl12-C15 0.78
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5.5.2 Test for Normality

As explained in Chapter 6, the Anderson-Darling (AD) test for normality is used here, based
on the null hypothesis that the sample distribution resembles the population from which it is
drawn and that it is normally distributed. Under this condition, if the estimated AD test exhibits
a p-value greater than 5% (0.05), then the null hypothesis is verified. Alternatively, any p-
value lower than 5% confirms that the sample data is not normally distributed. As elaborated
in the Methodology Chapter, if the sample data exhibits non-normal distribution, then any
parametric approach would be incomprehensible and unreliable. Hence, non-parametric
ANOVA is recommended once it is established that the data is non-normal. Table 5.0.6
presents the results of the AD test for normality for Challenges and the four constructs. The
findings based on the AD test show that all the constructs and factors possess p-values lower

than 0.05, hence rejecting the null hypothesis that the sample data is normally distributed.

Table 5.0.6 Test for Normality — AD Approach

Category AD (p-value)
Challenges 5.032 (0.000)
Accounting Education 4.835 (0.001)
Culture 5.003 (0.002)
Economic 4.987 (0.004)

Legal 8.08 .006)

Thus, based on this information regarding the non-normality of the data, the statistical
techniques and inferences in this chapter will be devoted to ANOVA, primarily based on the
two tests: (i) Kruskal-Wallis (KW) for comparing views across all professionals, and (ii)
Mann-Whitney (MW) as a post-hoc test to compare pairs of groups once KW test yields p-
value below 0.05.

5.6 Examination of the Data

The overall picture of challenges is presented in Table 5.0.7. According to this table, the scores
tend to vary between 2.37 and 4.22. The highest score is assigned to concern about the need to
train staff to become familiar with IFRS. Concerns have also been expressed in relation to legal
structure and commercial laws in Libya with scores varying between 3.92 and 4.09, this could

indicate that the existing laws are one of the main that challenges could stand against this
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adoption. On the other hand, the lowest score (2.37) has been assigned to the possible
complexity of IFRS. On the whole, the overall average score for challenges has turned out to

be 3.85 — somewhere between not sure and agreement.
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Table 5.7 Challenges, the overall response

Challenges Level of Agreement* (%o) Mean Standard
SD D N A SA Score Deviation

C1: IFRSs will increase complexities in preparing financial 27% 42% 7% 17% 7% 2.37 L5

statements thereby increasing the risk of errors.

C2: The need for training of relevant professionals. 1% 4% 2% 56% 37% 4.22 0.8

C3: Weakness of professional accountancy body in Libya. 4% 12% 8% 55% 22% 3.79 1.04

C4: Lack of knowledge and technical skills of the 8% 15% 10% 47% 20% 3.55 1o

professional accountants in Libyan.

C5: Weakness of accounting education in Libya. 5% 12% 7% 56% 20% 3.74 0.91

C6: Lack of proper instructions and guidance from regulatory 2% 4% 6% 59% 29% 411 0.79

bodies.

C7: The cost of IFRSs implementation is very high. 3% 10% 10% 57% 20% 3.79 0.98

C8: Zakat and Islamic law requirements (interest issues). 5% 11% 10% 52% 22% 3.77 1.06

C9: Unsuitability of some IFRSs procedures to the Libyan 3% 9% 9% 60% 19% 3.82 0.95

environment.

C10: Language issue, because the IFRSs are written in 25% 28% 6% 29% 12% 2.75 129

English language.

130

——
| —




Table 5.0.7 Challenges, the overall response

C11: Problems with the IT system in handling the transition | 12% 42% 7% 32% 7% 2.79 L5
to IFRS.

C12: IFRSs require changes in Libyan Commercial law. 1% 6% 11% 60% 22% 3.98 0.79
C13: IFRSs require changes in Libyan tax laws practices. 1% 4% 10% 65% 21% 4.01 0.71
C14: Lack of legal system enforcement. 1% 2% 10% 63% 25% 4.09 0.71
C15: Existing laws limit the application of IAS/IFRS. 2% 7% 12% 58% 22% 3.92 0.88
OVERALL SCORE 3.64

(12 )




In examining the challenges across professions Table 5.0.8 is presented. A careful examination
of this table shows that agreement with these 15 statements tends to vary quite significantly
across professions. For example, where the range of agreement with these challenges for
academics is 31%-96%, the internal auditors and external auditors exhibit a much wider range
of 5%-100%. On a more precise test for discovering the main areas of differences in the views
of the professionals once again, the Kruskal-Wallis is consulted. According to the Kruskal-
Wallis findings, there are 6 items out of the 15 challenges that differences among the
respondents have occurred. The first item is C1 which relates to the complexity of IFRS, where
major differences are depicted between accountants, financial managers, academics and
external auditors. Second, C3, the weakness of the Libyan professional body proved to show
significant dissimilarities among accountants and the rest of the professions. Third, C4 relates
to a lack of technical knowledge and skills. While around 65% to 75% of accountants,
academics, financial managers and external auditors were in agreement that technical skills and
general lack of knowledge are the hurdles to the adoption of IFRS, only 38% of the internal
auditors agreed with this statement. The fourth item, C5, where differences have occurred, is a
weakness of accounting education in Libya. On the whole, the majority of the respondents do
strongly agree — between 44 and 80 per cent - which accounting education is a big hurdle in
the adoption of IFRS in Libya; but all the external auditors strongly agree with this challenge.
Language issue, item C10, is the fifth item where differences have surfaced. Where a majority
of accountants and academics regard the language issue as problematic, the other professions
attach much lower weight to its severity. This raised dissimilarities in their opinions, where
some believe the IFRS has Been translated to different languages (Arabic is one of them); since
IFRS has been used as a form of accounting base for many Arabic countries recently, this has
been indicated clearly in the open-end section from the questionnaire; the quotes are presented
in the next part. Finally, the issue of IT-related skills has emerged as the last source of
differences among these respondents. Although on average, just over 40% of respondents

regard IT as a potential problem, 76% of all accountants do not consider it a big issue.
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Table 5.0.8 Challenges, by profession (%0)

Challe Academic Accountant | Fin Manager | Ext Auditor Int Auditor | KW MW post-hoc
nges p- Pairwise significance
D| N|A D | N A| D Al D| N| A| D| N| A |valu|ACA |[AC| FI |[EX | IN
e C | MJA A
C1 63 6 (31|84 |2 |14 |62 30 (55 |13 |31 |81 |14 |5 |.003 | INA [FIM |AC [INA [AC
IAC | C C
A
C2 4 0O (96| 6 |4 |90 | 4 9% |7 |5 (8 |10 | 0O |90 |.385 No significant Difference
C3 3 7 |90 | 24 |4 |72 |15 81 |29 |13 |58 |14 |10 |76 |.001 | ACC |AC |EX |AC |AC
A |A |A AA
CcC
C4 | 20 10 |70 | 25 |10 |65 |23 69 |20 |5 |75 |43 |19 |38 |.024 | INA |INA |INA |INA |AC
C/IA
CA
C5 7 13 80| 8 |6 |86 |15 81 |51 |5 |44 |0 | 0O |100 |.000 | EXA |EX |EX |INA |EX
A A / A

——
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FIM
C6 4 10 (86| 10 |2 (88 |8 |4 |88 |5 7 188 |0 0 |100 |.945 No significant Difference
C7 10 13 (77| 12 |10 (78 |12 |8 |80 |18 |15 |67 (19 | O |81 |.932 No significant Difference
C8 14 8 |78 |16 |4 |80 |12 |23 |65 |16 |16 |68 |24 | 0 |76 |.622 No significant Difference
C9 10 9 81| 6 6 (88 |23 |4 |73 |13 |16 |71 |19 |10 |71 |.240 No significant Difference
C10 34 7 59| 43 |4 |53 |69 (4 |27 |73 |4 |22 |76 [10 |14 |.002 | INA |INA |[AC |AC |AC
A A | A
Cl1 54 7 39|76 |4 |20 |50 (4 |46 |36 |13 |51 |48 | 5 |47 |.003 | ACC |FIM |[AC |AC |AC
IAC | C |C/IA|C
A CA
C12 9 16 (715 ] 2 8 [90 |12 |11 (77 |7 |11 |82 | 5 5 |90 |.276 No significant Difference
C13 4 14 82| 0 8 192 |8 |8 (84 |7 7 18 |5 |14 |81 |.216 No significant Difference
Cl4 0 13 |87 | 4 (8 |8 |8 (12 (8 |5 |7 |8 |0 |5 |95 |.661 No significant Difference
C15 7 16 (77| 6 8 [86 |23 |12 |65 | 9 9 |8 |0 (14 |8 |.137 No significant Difference
(13 )




5.7 The Interview: Analysis of Challenges

Following what was done in the previous chapter, in obtaining a better and clearer picture of
challenges, the researcher asked the interviewees to cast their views concerning three main

themes: LAB, LAAA, and the economy as a whole.

5.7.1 Challenges Facing LAB and LAAA

Most interviewees who are members of the two accounting associations shed some interesting
critiques on the functioning and ability in relation to potential challenges facing the accounting
professions in Libya. ACC1 in criticising the lack of participation of LAB and LAAA stated
that to date these associations have failed to come up with drafting any “laws relating to the
adoption and implementation of new standards and practices in accounting”. In addressing
LAAA’s lack of support, ACA1 points out that professional bodies tend to be resistant to the
adoption of IFRS. He recommends that these bodies think carefully to encourage the
government and private institutions to “re-evaluate, develop and train the human component
of accountants and auditors”. Furthermore, he is of the view that the most challenging hurdle
is the existence of the old members of LAAA who are unable and unwilling to keep pace with
the development of plans and guidelines for implementation of the international standards. This
message was also echoed by ACA2 by stating that the lack of support for international

standards by professional auditors and accountants is a major problem in Libya.

In relation to the current Libyan laws, ACC2 blames the official bodies and accounting
professions for having failed to develop and encourage means of adopting international
accounting practices and standards. He adds that these bodies should focus on holding meetings
and seminars to promote the benefits of these standards, but he warns that “the people
responsible for financial authorities and decision-makers are not suitable for leadership to
assume these responsibilities”. FIM1 recommends that LAAA and LAB begin preparing
accounting profits through international standards and at the same time the statements for tax
purposes can be used by local standards based on the Libyan tax law. This way, he believes,
can pave the way for the final implementation of international standards at a wider scope.
ACC3, in identifying the areas of weakness of these two bodies, proposes that the full
application of standards should come based on an “integrated series of steps that must be taken
in order to reach the full implementation”. He is highly critical of the current system of
financial reporting, which, as he puts it, usually leads to the complexity of work and the rise in
errors in financial statements. FIM2and AUDL are also of the view that lack of seriousness
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and professional integrity has led to a severe blow to confidence creating “doubts about the

validity of financial reports in institutions and users of activity”.

On the issue of reluctance, both ACC4 and FIM3 appear to agree that this arises from the fact
that accountants and auditors themselves are unqualified and untrained in dealing with
international standards and practices. ACC4 goes on to state that the incompetence of heads of
boards of directors in most state institutions reflects “negatively on the performance, and
hinders the development and willingness to change and adopt international financial reporting
standards”. Furthermore, he believes that both LAAA and LAB are the main hindrance to the
process of adopting and implementing the new standards. On the same issue, ACC5 goes
further to articulate that due to a culture of reluctance to change among officials and
professionals in Libya, any change is resisted “even if this change happens to be in the public
interest”. In light of the strong reluctance to change, FIM3 advises LAAA to keep abreast of
development and changes and hence take the “necessary measures to inform and bind local

accountants to adhere” to international standards.

5.7.2 Challenges Facing the Economy as a whole

As has been agreed among all interviewees, the Libyan government can potentially play an
extremely crucial role in supporting, financing and promoting training programs tailored for
the accountants and auditors to other people involved in financial markets and state institutions.
One of the main pillars of success, as has been elaborated by ACCL1, is to promote awareness
and identify areas where lack of financial resources or otherwise have led to resistance to
change. As the first stepping stone, ACC1 is adamant that financial laws, particularly those
relating to taxation must be revisited and amended in line with those practised in international
arenas. This issue is also highlighted by ACAL, who is of the strong view that good accounting
standards, particularly those in the oil and gas sector, are still governed by Libyan laws and
regulations “that require applications and methods to be recognized in international
accounting standards”. ACC2 sums up the current corporate governance system in Libya as
one “not binding with the application of commercial laws”. ACC4 warns that laws in Libya
may well be an obstacle to the application of standards, and thus some articles in the laws must
be “reformulated in order to conform with the requirements of international standards”. ACC5
and ACC6 have both considered the Islamic/Sharia laws, which are present and partly practised

in Libya, as a potential hurdle in accepting and adopting international standards. In particular,
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issues relating to financial practices and calculation of interest payments are rejected by Sharia

law.

Another issue which has been highlighted and explained by most interviewees is related to
human capital and training programs. ACAL, for example, begins by elaborating that human
capital shortage and the absence of a skilful workforce have led to the gradual disappearance
of the private sector — domestic or foreign — in the country. To encounter this problem, he
recommends that resources need to be directed towards development and training in all aspects
of accounting and financial reporting. He further adds that such programs require massive
resources, time and a change of attitudes. ACC6 is highly pro training but he views this as the
development of new courses in international standards in universities aiming to promote
“teaching programs enhancing knowledge and familiarity with international financial
reporting practices”. On the development of the human element, ACC2 is supportive of the
wholehearted training program but he warns that “the method of application may be
challenging due to the low capabilities of the financial cadre” in the economy. On the issue of
lack of skilled personnel and professionals, ACC6 argues that establishing workshops to
introduce the importance of these standards, and training courses can help “bring staff to the
required degree to work with international standards”. ACAZ2 is of the same view but believes
that at the present the government and the economy are extremely fragile and unstable, and
hence one should not expect any such developments in the short run. This problem was also
echoed by AUDL1 as the first and foremost challenge which must be resorted to first. Despite
the instability of the country, ACC3 is of the view that in the meantime one should accept that
the full adoption of standards could come based on “an integrated series of steps in order to
reach the full implementation”. As the first step, he suggests that the Libyan government should
“revitalize the private sector to enhance its share of GDP and have a broad base of
stakeholders™. In light of the weak and unstable government, ACC3 points out that no binding
laws have been introduced for the use of international standards by either the Ministry of
Economics or the Central Bank of Libya.

Finally, references were made by a number of interviewees to some other issues which are
worth highlighting here. Since Libya has been closed to the rest of the world for a long time,
ACC4 and AUDL pointed to the English Language barrier as another hurdle that must be
overcome prior to full adoption of the international standards. He adds that any attempt to
translate these international practices and standards from English to Arabic may lead to the loss

of their value. However, ACC3 has a different point of view. As stated, “some bodies and
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organizations have provided these standards in the Arabic language” and added, “translating
them is no longer an obstacle or a challenge, since these standards are for all sectors and
economic activities”. An academic participant from the questionnaire stated, "There is a
translation of international standards in Arabic” also the Internal auditor added, “Language
and technology are not challenges now because standards have been translated and adopted
by many Arab countries”. Many Arabic countries translated these standards before adopting
them as their local standard. ACAS3, though regarding the timing of adoption as critical, he is
worried that the cost of transformation may be so huge now that it may postpone the idea
altogether. The last point raised by ACC5 relates to technical capability and personnel in
dealing with the adoption of international standards. He believes that it may prove to be one of

the most challenging and costly hurdles, which needs a lot of time and patience to overcome.

5.7.3 The previous attempt to adopt IFRS

Interesting findings were raised by seven interviewees, ACC1, FIM1, ACA3, FIM2, AUDL,
ACC5 and ACCS6; they pointed out an effort by a number of accountants in Libya to push
toward the adoption of IFRS. As ACCI1 stated, “Libya is always ready to adopt international
standards, and it is like other countries, as this was attempted in the past”, whereas AUD1
pointed out that “this was the first and serious experience by the Libyan government to
formulate accounting standards”. FIM1 provided further information as he stated: “in Libya
in 2006, a comprehensive conference was held for all Libyan accountants, which included
about 700 participants, to adopt the application of international accounting standards”. Many
experienced individuals with extensive experience in this field, and a well-known international
figure in the field of accounting participated in this conference; for example, AUD 1, who is
the Head of LAAA, pointed out that: “Mr. (T. H), who is one of the participants in the
preparation and evaluation of Egyptian accounting standards”. This conference was “the
strongest course in the field of accounting in Libya” AUDL1 explained, stating that they were

“able to train on about 36 international accounting standards” during this conference.

Many outcomes and recommendations were listed at this conference and a committee have
been appointed (see Appendix 6). The main one was to establish a supreme accounting council
in Libya. As ACCI1 expresses, “it was agreed to correct the accounting environment, and thus
create a supreme accounting council”, and the main aims of this council is “to be among its
works to adopt international accounting standards, and also to correct the status of the (LAAA)

so that it becomes a good professional institution, as well as other recommendations, were
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made to raise the level of the accounting profession in Libya”. Similar point has been raised by
AUDI1. Additionally, ACC1 added, “We were just around the corner from a law enacting the
application of international accounting standards”. However, ACA3 had a different opinion
where the participant stated that “a law was issued for the freedom to apply IFRSs and not
obligate them to apply those standards” but because there was no enforcement to adopt and
apply IFRS standard, this “led to the failure of the application of those standards. They were
not applied or defined, not even setting a clear plan for the adoption”. Similarly, AUD1 added,
“this proposal has been rejected due to the lack of seriousness of officials in the Libyan

government about change and development ”.

However, FIM1 stated that they failed to adopt IFRS “due to circumstances we are ignorant
of”. The failure of adopting IFRS was claimed to be due to the resistance to change by several
accountants, as pointed out by ACCI, “attempt would almost be successful if there were no
individual obstacles to not wanting to change”. This could be for various reasons, but FIM2
states it can be because of “the lack of sincere intention to apply those standards”.
Furthermore, ACC1 stated, “a group of senior Libyan accountants, whom are of a high level
of education and have obtained the highest certificates from scientifically advanced countries
such as America and Britain, including Dr. (SB), and accounting (MA), they joined forces and

worked hard to not to change, develop and implement international accounting standards”.

However, ACC6 claimed that “this attempt failed as the aim was to bridge the gap between
the views of accountants in the position of authority ”. Furthermore, it seems there was a
disagreement between the attendees and those responsible for the application of these
standards, where some would like to adopt the IFRS as it is, as pointed out by ACC5, “they
are adopted without any amendment to them”, whereas AUDL clearly stated, “the insistence
of some specialists in using these standards without revising and amending them indicates a
lack of understanding of the Libyan environment”. The participant further explained by saying,
“because the Libyan environment is inconsistent in some of its laws with the application of
international financial reporting standards”. A similar point has been raised by ACC5 and
added, “including the oil and gas law, and the law on concession contracts, which differ in
their clauses with those standards in force in international accounting”. This is why AUD1
insist there must be “a supreme accounting and audit council made up from “include all
experts in the legal and accounting field and must have sufficient knowledge of Libyan
legislation” to take the correct steps towards the adoption. Consequently “they can review

these standards and determine what is in line with the Libyan environment and amending what
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is inconsistent with the policies and procedures in the Libyan state”. On the other hand, other
attendee suggested to ACC5 “adopting the Egyptian accounting standards, as it contains
international accounting standards after making some amendments to them to suit the Egyptian
environment, and since there is a great similarity between the Libyan and Egyptian
environment”. This implies an attempt of mimetic isomorphism of the Egyptian adoption of
IFRS by the Libyan state as countries too are found to follow similar regulatory and standards,
according to mimetic isomorphism, so that to be able to compete more effectively in global
markets and hence sustain international legitimacy (Irvine, 2008; lIbrahim, Stanton and
Rodrigs, 2014).

However, AUDLI stated that “in 2008, unfortunately, these standards were printed in a book,
and it was called the Libyan Accounting Standards”. This seemed like a good attempt, but he
explained the reasons for being sorry for this attempt “This procedure was done by a person
and attributed this work to the LAAA, but the Syndicate has no relation to this book”
Furthermore, the main reason for this attempt not being successful as pointed out by AUD1 is
“these standards have not been revised to be suitable for work in the Libyan environment, (for
issuing and adopting a standard, this matter passes through a series of stages; unfortunately,

this did not happen) and thus this attempt failed ”.

However, the attempt of adopting IFRS is still going and will not stop as AUDL1 said, “fo this
date, there are efforts to introduce or create local standards. These standards may be

international standards that are addressed and modified to suit the Libyan environment”.

5.8 Discussion of the challenges

This chapter has considered a thorough examination of the challenges facing the country from
the accountants and other related professionals in managing to adopt and implement the new
standards. In effect, this chapter has made an effort to find answers to the 3rd question of the
thesis: What challenges does the adoption of IFRS bring to the Libyan oil and gas sector? The
guantitative part of the analysis surfaced many interesting points. First of all, the highest score
was found to be assigned by the respondents to the need for training programs in developing
familiarity with IFRS. The second highest score was given to challenges regarding the legal
structure and commercial laws in Libya with scores varying between 3.92 and 4.09 out of 5.00.
On the other hand, the lowest score was assigned to the possible complexity of IFRS. On the
whole, the overall average score for challenges has turned out to be 3.85 out of 5.00. The

findings from the interviews also revealed a similar pattern where most interviewees were

140

—
| —



extremely concerned about training (planning and costs) and the incompatibility of Libyan

commercial laws with international laws.

On discovering the extent of agreement or disagreement among the experts concerning
challenges, once again the Kruskal-Wallis test was conducted. According to the Kruskal-Wallis
findings, apart from six items, there were no significant differences in views of the interviewees
on the remaining nine items. Even in areas where differences surfaced, the extent of such
differences was rather small. On the whole, as the tests suggested, no disagreements were
observed in the following areas: training, costs, commercial/lslamic laws, and Libyan
culture/environment. In short, the majority of the respondents do strongly agree — between 44
and 80 per cent - that accounting training and education and the associated costs are the biggest
hurdles in the adoption of IFRS in Libya. The findings from the interviews also confirmed the

importance of accounting training as the most cumbersome aspect of the adoption of IFRS.

The challenges brought to the surface from the analysis are strongly in line with the literature
regarding the adoption of IFRS in developing countries. In most cases, economic and
institutional disparities are to blame for the wide variations in national accounting systems
(Nobes, 1998). First, the current chapter found that education in accounting and cultural
awareness should be considered the most fundamentally challenging steps toward full
adoption. These issues have also been highlighted in many research works for developing
countries (For example, see: Salter and Niswander, 1995; Chanchani and Willett, 2004;
Chasima, 2000; Alkhtani, 2010; Almansour, 2019). Cultural factors come in so many ways and
forms. For example, in the case of Arab countries, Islamic laws and practices tend to govern
almost all aspects of life. In particular, the Sharia law embodies detailed taxation laws, which
in most cases tend not to comply with international taxation laws (Khlif and Hussainey, 2016).
Language barrier or resistance to learning a foreign language has been a vexing problem facing
Libya for decades. Although IFRS standards have been fully translated into Arabic (IFRS
Foundation, 2021), the underlying foundation of international standards ais based on Western
principles and practices. Although the questionnaire and interview findings showed a relatively
low score attached to language as a barrier, many participants pointed out that it is no longer
an issue, and IFRS can be found in the Arabic language. In contrast, before, this seems to have
been rather a severe issue in many Arab countries. For example, Almansour (2019) reports that
around 90% of the experts in his study have regarded language as a significant hurdle in
practising the IFRS in Saudi Arabia.
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Second, resistance to change by academics and professional bodies has proven to have been a
major issue surrounding the adoption of international standards in Libya. In particular, as a
number of interviewees pointed out, the two main accounting bodies (LAAA and LAB) have
been responsible for delays in the adoption of IFRS in Libya. Furthermore, institutions lack
awareness and knowledge in appreciating and evaluating the potential benefits of IFRS
(Alsulami and Herath, 2017).

In final words, Libya appears to have been facing a whole host of challenges and difficulties in
adopting the international standards far more severely than any other developing economy.
This is because the country has been run as a closed economy for many decades, having been
out of touch with the rest of the world. This is coupled with deep cultural challenges resisting
change from professionals and institutions alike. As our findings showed, there has been severe
damage to the economy, particularly since the 2011 uprising. It may take years for the
institutions and the people to evolve and hence be in a position to appreciate and adopt
international standards. Overall, this chapter discussed the benefits and challenges of adopting
IFRS in Libya, the next chapter will evaluate comprehensively the findings of this chapter, and
also will attempt to identify the factors which may have led to a delay in adopting the IFRS in
Libya.
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cHapTER six Overall Evaluation Opportunities vs
Challenges

6.1 introduction

Having examined the backgrounds of the respondents and their responses for and against the
adoption of IFRS in Libya, this chapter is designed to arrive at a comprehensive evaluation of
the findings. In particular, the chapter attempts to identify areas and factors which may have
led to a delay in adopting the IFRS in Libyan sectors. Part 2 of the chapter is devoted to the
final evaluation of the findings derived from the previous chapters by focusing on an effective
comparison between benefits and challenges. Part 3 presents a number of factors and areas of
concern which have led to the lengthy delay in the adoption of IFRS. Finally, part 4 presents a
comprehensive account of the findings and the final discussion in relation to the questions of
the thesis.

6.2 Opportunities and Challenges: Which Way to Go?

The last two chapters have been devoted to the examination, measurement and evaluation of a
number of characteristics forming the benefits/opportunities and challenges of adoption and
implementation of IFRS in the Libyan environment. Tyrrall and Woodward and Rakhimbekova
(2007) argue that to assess IFRS adoption and its relevance to a country’s needs, the
governments should weigh the benefits and challenges. On the whole, as noticed through the
examination of the data extracted from the questionnaire, the overall average benefits score
exceeded that of the challenges by as much as 0.5 out of 5. Although this difference represents
a small amount of net benefit accruing from the adoption of IFRS, it needs to be tested for
statistical significance. Table 6.1 presents the benefits, challenges and differences based on our
four themes. As the table shows, scores of benefits in all four themes turned out to be larger
than those of challenges, indicating net benefits across the board. The figures in brackets
represent the corresponding values of standard errors. One immediate observation is that the
estimated standard errors relating to challenges for every theme are larger than their
corresponding benefit themes. The score assigned to benefits arising from the accounting
education and training theme exceeds its challenges by as much as 0.6 out of 5 and that is
statistically significant at less than 1% level. Similarly, the cultural benefits arising from IFRS
have turned out to be larger than that of challenges and that difference is statistically significant

at the less than 1% level of significance. Furthermore, the score attached to economic benefits
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of IFRS is larger than that of challenges and the difference is statistically significant at a lower
than 5% level. Moreover, the scores of benefits and challenges relating to legal aspects show a
very small and statistically insignificant difference. This suggests that on the whole,
respondents see very little legal net benefit arising from the adoption of IFRS, primarily due to
the presence and significance of Islamic Law and the local Libyan tax/commercial laws.
Finally, as the average scores indicate, the total net benefit has turned out 0.5 and that is

statistically significant at a lower than 1% level.

Table 6.1 also shows the score ranges for the two constructs. Whilst the range of scores for
benefits is only 0.38 (4.27 — 3.89), the range for challenges is nearly five times larger at 1.85
(4.22 — 2.37). The issue of large deviations in scores relating to challenges was picked up via
the K-W test performed in the last two chapters. The K-W tests showed that whilst respondents’
scores were in agreement on 13 out of 15 items of benefits, their scores of challenges exhibited

agreement in only 9 out of 15 items.

Table 6.1 Benefits vs Challenges — The Thematic Approach

Theme Benefits Challenges Difference p-value
Accounting Education 4.22 (0.053) 3.62 (0.068) 0.60 0.001
Culture 4.05 (0.062) 3.28 (0.072) 0.77 0.001
Economic 4.08 (0.061) 3.79 (0.071) 0.29 0.011
Legal 4.06 (0.058) 4.00 (0.055) 0.06 0.124
Overall Average Score | 4.14 (0.056) 3.64 (0.063) 0.50 0.001
Range of Score 3.89-4.27 2.37-4.22

When evaluating the extent of benefits and challenges delivered by the interviewees, some
similarities were found with the questionnaire findings. In particular, legal challenges were
regarded by a number of interviewees as the most fundamentally deep-rooted hurdle in Libya.
The presence of Islamic law and the local Libyan laws relating to tax and commerce, as
underlined by most interviewees, can seriously undermine the implementation of IFRS. This
was also reflected by the score that respondents attached to legal issues — a score of 4.00, one
of the highest scores assigned to challenges. As for accounting education and professional
training programs, although respondents attached a relatively high score to its benefits,
interviewees regarded it as one of the most time-consuming, expensive and inherently

challenging hurdles for Libya. On the issue of economic benefits and costs associated with the
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adoption and possible implementation of IFRS, relatively low scores were assigned to benefits,
but slightly higher scores were attached to costs/challenges. The interviewees appeared to
underline the costs of adoption and implementation more severely, particularly under the
current circumstances where the Libyan government is weak and economically unstable. On
the other hand, when considering the oil and gas corporations and other related activities, the
interviewees appeared to be unanimous in stressing the need for immediate implementation of

IFRS, enabling the economy as a whole to merge with international players.

On the whole, in weighing up the benefits and challenges of implementation of IFRS, most
participants of the research (questionnaire and interviews) have been of the view that adoption
of international standards is a must, but most were not sure when it should be applied.

6.3 Deterministic Factors and Concerns: Why Delay?

Despite the recommendation for the adoption of IFRS by the Libyan government back in 2006,
nothing has been genuinely done to date. The problem has been that such a recommendation
was never passed by lawmakers; and nor was it enforced by any professional body in Libya.
According to the findings of the interviews and the reasonings offered by policy-makers, there
are several factors which support the adoption and implementation of international standards,
which were addressed in detail in the previous chapters. In the questionnaire, the researcher
specifically asked the respondents to identify and rank a number of deterministic factors and
their levels of agreement vis-a-vis the adoption/implementation of IFRS. Table 6.2 gives the
summary of the level of agreement (in percentages) to the top five factors by the five groups
of respondents. As this table shows, whilst the ineffectiveness of the current Libyan accounting
standards (GAAP) is regarded by these professions as the least important (with a 71% level of
agreement), the other factors (Libyan economy, international companies, Libyan government,
and capital market) are regarded as highly important — with agreement levels of 85% to 91% -
factors in motivating the country to implement the IFRS. On the whole, these five factors give
rise to the reasoning behind the adoption and implementation of international standards in
Libya. Translating these agreement levels into the score (out of 5), as shown in the last column
of the table, the highest scores are related to the capital market and international companies.
This is because the oil and gas industry, the main activity in the country, along with the
financial markets, are highly linked with international markets; and hence will benefit greatly
by adopting the full international accounting and financial reporting standards. Furthermore,

these activities are expected to be less prone to local taxation and commercial laws. Moreover,
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it is anticipated that Islamic law, somewhat present in the country, has far less impact on these
sectors’ activities. Finally, the score for the overall economy is very high at 4.59 out of 5,

indicating the relevance of IFRS in enhancing the Libyan economy as a whole.

Table 6.2 Deterministic Factors levels of agreement % and overall scores

Factor Academics | Accountants | Financial | External | Internal | Overall
Managers | Auditors | Auditors | Score
GAAP 63 80 69 71 76 4.25
ineffectiveness
Libyan 91 84 84 86 95 4.59
Economy
International 92 88 84 86 95 4.64
Companies
Libyan 88 90 78 84 86 4.54
Government
Capital Market 89 94 80 91 90 4.68

In addition, the interviewees highlighted some more specific positive factors which could help
motivate the country to move towards adopting international standards. In particular, the
benefits of training and accounting education, as was stated, may open up greater opportunities
for Libyan professionals and graduates to be able to work in international organisations

operating at home and abroad.

Despite all these benefits and positives discussed above, one wonders how come the
international standards have not yet been adopted in Libya. In particular, since 2002 when
Libya officially opened its doors to international business there had been ample time and
resources which could have been used to fully implement the IFRS. As has been stated
previously, Libya became isolated from the rest of the developed world over the period 1969-
2005. Many years of isolation, coupled with the policy of removal of English teaching from
schools, have meant that the country has now a lot of catching up to do (Porter, 2006; Suwaed,
2011; Linvill, 2013). Accountants, auditors and lawyers have been equally out of touch with
international standards since then. Having relied on the literature search, and the findings from

our interviews and the questionnaire, one finds a number of most prominent factors which are
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believed to have been responsible for the long delay in the adoption of international standards

in Libya.

6.3.1 Training/Education Support

The issue of weak infrastructural support for training and education in Libya surfaced soon
after the country opened up to the rest of the world. Porter (2006), in a detailed economic
development report on Libya, stressed that the education and training system has failed to
provide jobs since it is disconnected from markets. Porter (2006) further hypothesised the
weakening of the IT and foreign languages roles as a consequence of poorly made educational
policy choices. The problem with poor educational support and weak infrastructure was also
echoed by Linvill (2013), arguing that years of poor resourcing had led to this deeply-rooted
problem. Furthermore, Masoud (2016) is of the strong view that the development of accounting
regulation and application of full international financial standards are primarily based on all
decision-makers and responsible professionals coming together to offer a comprehensive

program of training and education.

The need for training and education is one of the most challenging hurdles in delaying the
adoption of international standards. This also resonated in the responses to the questions in the
questionnaire. The respondents attached a high score of 4.22 (out of 5) — well above the overall
average for challenges of 3.60 — for the provision of teaching and training programs for the
development of a new breed of accountants capable of applying the new international
standards. A number of interviewees paid special attention to the importance of accounting
training and education. A detailed examination of such comments by the interviewees was
presented in the previous chapter. In particular, ACC1 has strongly blamed the university
professors for a delay in the adoption of IFRS, stating that they have “failed to bring in the new
international standards into the university curricula, simply because they don’t want any new
responsibilities”. On the role of universities, ACC6 adds that the new international standards
should have started from universities, “preparing the new breed of graduates to become
familiar with the international standards”. Other interviewees have blamed other bodies in the
country for failing to offer new accounting training and education. For example, whilst ACA1
regards the country’s decision-makers (government and accounting bodies) for having
miserably failed to offer such training programs, ACA2 blames the Ministry of Finance for its
lack of vision and decisiveness in introducing the training programs. Finally, ACC1 and FIM1
are of the view that the lack of privatisation and the disappearance of the private sector has led
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to a gradual decline in demand for international standards as a whole, and hence the general

delay in the adoption of these new standards.

6.3.2 Professional Associations

When examining the challenges of adoption of IFRS facing the country, a significantly large
number of references were made to the two main bodies of professionals: LAAA and LAB.
One of the strongest criticisms of the role of these bodies in delaying the adoption of IFRS was
made by FIM2, when he regards these associations as totally incompetent, weak and out of
touch with the real world. He consequently concludes that the “lack of support by these two
bodies of professionals has been deliberate to safeguard their personal gains”. ACCI and
ACAL1 have, in turn, placed their criticisms of the two professional bodies and wonder why
they are so resistant to change; hence invite the members of these associations to re-evaluate
their stance and seriously examine the cost-benefit aspects of the new international standards.
AUDL clearly stated that the lack of seriousness and professional integrity of these two

associations has led to severely delaying the process of adoption of international standards.

Moreover, on the issue of systemic reluctance demonstrated by these professional bodies,
ACC4 and FIM3 are in general agreement that this is because most accountants and auditors
themselves are unqualified and untrained in dealing with international standards and practices.
ACC4, in particular, is adamant that both LAAA and LAB have for long been the main sources

of a hindrance to the process of adopting and implementing the new standards.

In highlighting the findings from the research questionnaire, a particular question related to the
potential challenge in adopting IFRS by the professional bodies in Libya. Despite the
disagreement in terms of its severity — as was anticipated — on the whole, the score for this item
turned out 3.79, slightly higher than the average score for all challenges. Although 67% of the
auditors agreed with the incompetence of the professional bodies, between 81% and 90% of all
academics and financial managers strongly agreed that the lack of awareness of these

professional bodies had delayed the whole process.

These findings derived from our research (both the questionnaire and the interviews) do seem
to tally with a number of studies on the adoption of IFRS in different developing countries. For
example, (Inusah and Dwommor, 2017) research on Ghana’s case of adoption of IFRS reports
severe resistance by the established accountants and auditors for many years. A similar study
by Abd-Elsalam and Weetman (2003) reports reluctance and lack of interest by professional

accountants and lawyers in Egypt to change to the new international standards. There are other
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studies which have reported, by and large, similar cases of resistance to change by professionals
to new international standards of accounting (Mir and Rahaman, 2005; Frynas, 2005; Adam,
2009; Albu et al., 2011; Alkhtani, 2012; Jermakowicz, Reinstein and Churyk, 2014; Ibrahim,
2014; Masoud, 2016; Almansour, 2019).

6.3.3 English Language

Perhaps not being as severe as the other sources of delay, the language barrier has also been
identified as a challenging factor which should be regarded as a source of delay in the adoption
of IFRS in Libya. Many years of isolation and disconnection from the rest of the world have
caused a severe blow to the learning and teaching of foreign languages in Libya. The extent
of the importance of the English language barrier is reflected in the score that was assigned by
the questionnaire respondents. The examination of the findings showed that the score for the
language being a hurdle in delaying the adoption of international standards turned out to be
2.57 well below the average figure for challenges. There was also a significant disparity in
agreement about this challenge among the respondents: whilst only around 20% of auditors
strongly agreed with this barrier, over 70% of financial managers viewed the English language

as an important factor in a possible delay in adoption.

In the evaluation of the responses by the interviewees, only a handful of these participants made
references to the English language as a serious hurdle. Moreover, the literature relating to the
language barrier is rather sparse but in a limited number of cases proven to be significant.
Where Abd-Elsalam and Weetman (2003) have paid very little reference, in their study of
Egypt, to its importance, Almotairy and Alsalman (2012) and Almansour (2019) have reported
the English language barrier as a severe problem for Saudi accountants to overcome in applying

the international standards.

6.3.4 Libyan Taxation/Commercial Laws

In the evaluation of the findings from the questionnaire, it was discovered that most
respondents agree that both commercial and taxation laws in Libya were totally out of line with
international practices. The score attached to the Libyan commercial law hurdle was 3.98 well
above that of the average score for all challenges. Furthermore, the score assigned by the
respondents to the taxation law burden turned out to be 4.01, one of the highest scores in terms
of challenges. Interestingly, on the issue of Libyan local taxes, the KW test showed no
significant difference among the respondents’ agreement. Having considered the responses by

the interviewees, the issue surrounding incompatibility and inconsistency of the Libyan local
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laws was regarded as one of the most vexing factors responsible for delays in the adoption of
international standards. In particular, ACA1L, views that good accounting standards, especially
those in the oil and gas sector, are still governed by Libyan laws and regulations, and that has
been a big factor in further delaying the process of adoption. On the issue of inconsistency and
lack of transparency of the Libyan commercial law, ACC2 blames the existing Libyan
commercial law as a burden in the way of the adoption of international standards. This issue is
further echoed by ACC4, who strongly believes that laws in Libya are an obstacle to the

application of standards.

The challenging nature of local laws in most developing economies is evident in a large number
of studies. The commercial laws present in Iraq prior to the adoption of IFRS have been fully
explored in Abud-Allah (2014), where their incompatibility with international standards
proved to have caused severe delays in implementation. Similarly, two independent studies
about Saudi Arabia’s experience in adopting the IFRS by Almtairy and Alsalman (2012) and
Alsuhaibani (2012) have paid special reference to the obstacle caused initially by the domestic
commercial laws. The authors have termed this experience of realignment of local commercial
laws with those of international laws as “vexing” and “painful”. Mir and Rahaman (2005) have
demonstrated the painful path to the adoption of IFRS in Bangladesh, with a special reference
to the realignment of local laws with the international standards. Finally, the most recent study
by Alsultan (2017) has devoted a long section to the vexing nature of the local laws’
incompatibility in Saudi Arabia prior to adjustments and realignment with international

regulations.

6.3.5 Islamic Law

In the review of the literature surrounding the challenges caused by the Islamic/Sharia law most
attention is given to the case of Saudi Arabia, as the leading Islamic nation in the world. Other
studies relating to countries such as Iraq, Egypt, Indonesia, Bangladesh, Pakistan and Libya
have also reported that Islamic law has by and large been responsible as a factor in delaying or
rejecting the adoption of international laws, particularly those relating to income tax, zakat,
interest rate and general social responsibility (among many see: Sulaiman, 2003; Mir and
Rahaman, 2005; Jamali and Neville, 2011; Albu et al, 2011; Almotairy and Alsalman, 2012;
Ibrahim, 2014; Almansour, 2019). In particular, the issue of riba (interest) has played one of
the most decelerating factors in the adoption of international financial standards governing
banks (Almansour, 2019). However, the solution in these countries has been to adopt a two-
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tier system of banking — the western and the Islamic banks — to cater for the adoption of IFRS

into the conventional financial and accounting sectors of the economy.

The findings from the questionnaire, as shown in the previous chapter, revealed that the
respondents assigned an overall score of 3.77, higher than that of the average, to the challenging
nature of Islamic law against the new international financial standards. Although most
interviewees paid short references to this hurdle, the most serious blow of the Islamic law in
delaying and refuting the IFRS was stated by ACC5 and ACC6. Whilst ACC5 considered the
Sharia laws as a potential hurdle, ACC6 is more concerned about issues relating to financial
practices and calculation of interest payments by accountants which are currently rejected by

the Sharia law.

6.3.6 Current Political and Economic Environment

Since 2011 when the rule of Ghadaffi ended there has never been a day of peace and stability
in the country. Currently, the country is effectively ruled by two governments: the Eastern and
the Western. Undoubtedly under the current environment, one would not expect to see any
development occurring vis-a-vis the adoption of international standards. As stated by ACAS,
due to the presence of a corrupt, incompetent and weak government in Libya one should not
expect to have any binding laws emerging. ACC6 was of the view that due to the political
instability, no binding laws have been introduced to urge large businesses to abide by
international accounting standards. It is therefore not surprising to learn that a significant
number of interviewees believe that IFRS may not be fully introduced at the moment, since the

relevant infrastructure for its successful implementation is not available in the country.

In reviewing the findings from the questionnaire, the respondents attached a relatively high
score of 3.82 out of 5 in agreeing with the fact that the adoption of international standards may
not be suitable under the current political instability and chaos. In short, the score indicates the
very fact that the political and economic instability of the country has been a major factor in
delaying the imposition of international standards. Nearly one-quarter of the respondents were
either against the adoption or suggested a pilot case prior to full adoption. In light of these
events, a number of experts have been driven to the view that any move towards the adoption
of international standards should come in several stages and steps, inviting all appropriate

parties to enter into a Grand National cooperation.
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6.3.7 International Organisation

As has been discussed under the theoretical and the literature review previously, international
organisations such as IMF, World Bank and the Big Four audit and accounting firms can play
a significant role in incentivising or pressurising countries to adopt the IFRS. Within the
framework of coercive isomorphism, the theoretical examination demonstrated the potential
pressure and support from international organisations in encouraging countries to deviate from
their local accounting standards and adopt a set of standards compatible with the rest of the
world (Barbu and Baker, 2009; Hassan, 2008; Albu et al., 2011; Greenwood et al., 2017; Kim
and Shi, 2012; Andelkovic and Zubac, 2019). Furthermore, the review of the literature (Zeghal
and Mhedhbi, 2006; Dobija and Klimczak, 2010; Nurunnabi, 2015; Archambault and
Archambault, 2009) showed that such transformation from the local to international standards

imposed primarily by the international bodies has been, on the whole, successful.

This is so provided with the country in question being or has been an active member of such
international organisations. However, Libya has been a non-member of these international
organisations since the early 1970s, and this has meant that such international organisations
have not been able to be in a position to enforce any pressure on a non-member. Therefore,
since there has been no international pressure on Libya to conform to international standards,
then that had led to a severe delay in the adoption of such standards. Furthermore, due to Law
no. 73, international accounting and audit firms cannot open branches in Libya, unless the Big
Four form a partnership with a local accounting firm. This has been an important factor in
limiting the activities of international firms in Libya. As a consequence, the Big Four have, to
date, no operation in Libya and hence have failed to pose any pressure on Libya to adopt or

conform with international financial reporting standards.

This is an interesting finding which has been ignored by previous authors studying the adoption
of IFRS in Libya. The finding surfaced and was elaborated on by a number of interviewees
once exploring the possibility of isomorphism due to coercive pressure by international
organisations. In particular, in relation to commercial Law no. 21, and Law no. 73, the
interviewee AUD1 stated that international bodies have been unable to enforce any pressure
on Libya to move towards the adoption of IFRS. Interviewee FM2 expanded on this issue by
stating international bodies would have been “effective in the process of adoption, if they
could”. Finally, Interviewee FM3 reminded that due to the absence of any previous relationship
with the World Bank and IMF, then there is no reason “why we should expect to see any

pressure coming from these international bodies on adoption of IFRS”.
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6.4 Summary and Discussion

In this chapter the researcher has asked a fundamental question: In the light of all these benefits
identified in the previous chapters, on what grounds the adoption of IFRS has been delayed?
The chapter has therefore attempted to find answers to this question. Having reviewed the
literature, the findings from the questionnaire and the information collected from the
interviews, several factors are responsible for the significantly long delay in the adoption of
IFRS in Libya. The review of the literature showed that a large number of delaying factors,
primarily derived from the cultural backgrounds, identified in the case of Libya appear to have

been present in other developing economies.

Out of several factors, six were shown to have been severely damaging the adoption of IFRS
in Libya. First and foremost, the most urgent and substantially expensive need for training and
education has been a factor which has led to putting off the adoption of international standards.
A number of questionnaire participants offered additional feedback under the "open-ended"
part. A participant (external auditor) who appeared to be one of the attendees in the 2006
meeting in Tripoli, highlighted a number of concerns. He stated that the whole mood of the
meeting was to reject the adoption of IFRS on the ground that it would not fit into the Libyan
environment. In short, as he stated, any chance of evaluating the cons and pros of the IFRS was
dashed at the outset. In effect, since 2006, no official or decision-maker in Libya has dedicated
resources to establishing appropriate learning centres for accountants and associated

professionals to become familiar with new standards.

Second, and perhaps one of the most vexing issues is the lack of enthusiasm and knowledge by
the accountants and auditors about the international standards. A number of interviewees, as
well as the feedback received from the open-ended part, pointed to a rather systemic reluctance
exercised by the professional bodies, mainly due to the fact that most accountants and auditors
themselves have been found to be either unqualified or untrained in dealing with international
standards and practices. In relation to the two professional bodies - LAAA and LAB — it was
concluded that they have for long been the main sources of a hindrance to the process of
adopting and implementing the new standards. The finding from the open-ended answers by
an accountant went further to argue that the desire by most accountants (and members of
professional bodies) to refuse the adoption of international standards is primarily based on the
fact that the existing chaotic system of accounting paves the way for them to continue with tax

evasion and the theft of public money. The feedback from the open-ended answers also
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revealed that the academicians have also failed to support the case for the adoption of
international standards. This is because, as one accountant pointed out, the IFRS adoption
would have meant that the academicians had to incorporate the international standards into
their teaching curriculum; hence an extra work that universities and training centres were not

prepared to take on board.

Third, but perhaps not as severe as the other sources of delay, the language barrier was
identified as a challenging factor which should be regarded as a source of delay in the adoption
of IFRS in Libya. Many years of isolation and disconnection from the rest of the world have
caused a severe blow to the learning and teaching of foreign languages in Libya. However, as
for the adoption of IFRS, all the standards have now been translated into Arabic and hence no
serious issue should be expected to arise from understanding and adopting these standards.
Fourth, the vexing issue of local Libyan law was regarded by a number of experts and
respondents as a delicate factor in delaying the process of adoption of IFRS. In particular, with
reference to taxation and commercial laws, it was concluded that decision-makers and lawyers
have failed to come up with an innovative measure in introducing and blending these laws with
international standards. Fifth, as agreed by a small number of interviewees, Islamic law has its
part in delaying the adoption of international standards, mainly due to its incompatibility with
a number of financial activities. In particular, the issue of interest rate (riba) is forbidden under
Islamic law and hence causes havoc in the accounting reporting of banks and other financial
institutions. Finally, being rather unique to Libya is the question of political and economic
instability in the country. Since 2011, there has been no stable government in entirety Libya
and that has meant that no genuine cost-benefit analysis has been conducted in deciding the

adoption or rejection of IFRS.

In short, in light of the roles played by these factors in delaying the adoption of international
standards, one wonders how much longer the nation should wait for the country to adopt IFRS
and hence become an active member of international financial markets. As stated by a number
of interviewees, so long as there is no genuine and stable government in power, one cannot
possibly see any positive movement towards adopting international financial standards in
Libya.
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CHAPTER Seven Conclusion

7.1 Introduction

As the final notes to the research, this chapter, attempts to summarise and offer concluding
remarks covering the review and evaluation of the findings concerning the study's aim,
objectives, and questions. As elaborated previously, the main objective of this study has been
to examine the existing accounting standards in the oil and gas sector of Libya and critically
analyse the feasibility of the transition process to the IFRSs. Furthermore, this chapter presents
the theoretical and practical implications of the research whilst highlighting some limitations.
Finally, this chapter offers several suggestions and avenues open for future research in IFRS

adoption in developing economies.

7.2 Review of Findings

The effective way to review the main findings of the current research is to examine the results

pertinent to the research questions.

7.2.1. Libyan National Accounting Practices

Regarding the first research question. The findings on Libyan accounting practices in general
and those relating to the oil and gas sector, in particular, have been derived from two sources:
literature review and interviews. As stated previously, the first attempt at introducing a set of
commercial and financial laws began to emerge immediately after the independence of 1951.
Following the discovery of oil and the ever-growing need for domestic and foreign investment
projects, an urge to develop internationally compliant accounting services became more
evident. In meeting this requirement, the government had to issue temporary licences to firms
in the oil and gas industry, offering appropriate accounting services in line with international
practices (Bait EI-Mal, 1973).

With the emergence of the so-called Libyan Petroleum Law (LPL) in 1955 and several Articles
supporting international accounting practices, the country was expected to move closer to the
international bodies. However, public and private sector organisations failed to follow
international standards in practice. Even after the emergence of the two accounting and audit
associations (LAAA and LAB) back in 1975, no improvement in standards was observed.
Several studies tracing the development of accounting standards and practices in Libya have

reported that most companies did not follow even the most basic rules in accounting and
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reporting cash-flow accounts (Al-Sharif, 2006; Aldrugi, 2013; Shareia, 2014). Furthermore, as
reported by most interviewees, due to a lack of training and qualification, the LAAA members
failed miserably to adhere to basic international accounting standards (Bait EI Mal, 1990;
Sratee, 2002; Al-Arabi and Darwish, 2003; Aldrugi, 2013). Moreover, LAB, which was
supposed to inspect any inconsistencies in accounting practices, had failed to identify and

report such poor standards.

On the performance of the accounting bodies, as stated by several authors, since the revolution
of 2011, the LAAA, though still in existence, has failed to improve the social position of
accountants and auditors in the country (Hawashe, 2014; Shareia, 2014). It was further
highlighted that this association failed in its efforts regarding any improvement in the basic
principles for accounting, particularly those relating to the code of ethics. In short, all the
studies examined in this research tend to have arrived at one conclusion: despite a series of
Laws and regulatory measures introduced over many years in Libya, the accounting profession
and associations have miserably failed to adhere to international accounting standards and
practices in both private and public sectors.

As for the accounting practices in the oil and gas sector, Libyan petroleum activity has closely
followed international standards and practices. As stated earlier, to record oil and gas upstream
activities, there are two conventional methods mostly used in many countries: Full Cost (FC)
and Successful Efforts (SE). These two methods are well established and approved to use by
accounting authorities in many countries. The successful efforts (SE) method was widely used
for oil and gas upstream activities before the 1950s until a new accounting approach was
introduced named Full cost (FC). After the 1950s, some small and medium companies used
this newly introduced (FC) method (Jennings, Feiten and Brock, 2000). Furthermore, as
explained in detail, the stages of investment and costing of activities in Libya's oil and gas
sector have been in line with those practised in western countries. Therefore, unlike the
accounting practices in other activities, the Libyan oil and gas sector has been very closely

following international standards and practices.

The examination of Libyan accounting practices highlighted the lack of a well-established
method and rigour to make accounting decisions. On the contrary, the professional choice made
by the individual preparing the accounting reports is seen as the general way of accounting.
This lack of accounting standards and the weak regulatory bodies were seen to have caused

inefficient and opaque financial reports as the methods to create financial statements are
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inconsistent among the organisations in Libya. Furthermore, the lack of credibility and
unreliability of the financial reports, as well as inconsistent reporting methods, were seen as
the primary causes of the reluctance among foreign stakeholders. Additionally, the
inconsistency or rather lack of a consensus on the accounting method among the accounting
ecosystem of Libya poses serious challenges to comparing LGAAP with IFRS. This
comparison is made further difficult in the oil and gas sector due to the lack of credible

accounting and auditing data as this data is seen as sensitive by the Libyan state.

The comparison of LPL with IFRS6 with an intent to understand the accounting practises in
Libyan extractive industries highlights that the information of the financial statements required
by stakeholders of the oil and gas industry in Libya is different from that of developed countries
as the investors are very different in two cases. This being said, the petroleum sector in Libya
has always been closely linked to international markets and standards, and therefore,

accounting practices and standards are expected to be similar.

Costs in the extractive industry can be classified into four major groups in the first three are
from the stages of acquisition, exploration and development, which can be clubbed together as
the upstream costs, while the last one is related to the production stage and is called production
cost. Oil and gas companies are not permitted to deduct acquisition costs from their accounts
as per LPL, but international methods (SE and FC) recommend such costs should be
capitalised. On exploration costs, LPL permits to capitalise or expense of intangible successful
costs and treats tangible costs as capitalised. However, according to SE, successful costs are
capitalised, and unsuccessful costs are expensed. According to FC, on the other hand, both
successful and unsuccessful exploration costs should be capitalised. Furthermore, LPL permits
unsuccessful development costs to be capitalised or expensed and successful costs capitalised.
On the contrary, both SE and FC treat successful and unsuccessful costs as capitalised. Finally,

LPL, SE and FC are similar in the treatment of production costs as an expense.

In broader terms, LGAAP is a rules-based approach while IFRSs' is a principles-based
approach. This distinction between the two approaches is evident in their treatment of assets,
inventories and the preparation of financial reports. The valuation of an asset is computed using
the historical cost in LGAAP while or fair value approach is recommended in the international
standards. Furthermore, methods to value depreciation are limited in Libyan accounting

practices as compared to international standards. The need to reform the Libyan accounting
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practice methods to treat assets is limited by the existing legal structure of commercial and tax

law and, thereby, is difficult to change.

The evaluation of inventories in modern international accounting standards does not use the
last-in-first-out method while it is still available to the accountants in Libya under Libyan
GAAP. For the case of financial reports, financial position statements, comprehensive income
statements (profit-loss reports), information on changes in equity, cash flow statements and a
note summarising pertinent accounting policies adopted by the organisation are required
following with international standards. In contrast, LGAAP necessitates the financial position
(balance sheet) statement and income statements required by the tax legislation. Furthermore,
the legislative constraints in the Libyan accounting practice have led to the preparation of two
sets of financial reports, one satisfying the Libyan tax law while the other accounting for the

actual expenses.

7.2.2 Potential Benefits of IFRSs adoption

In careful examination and evaluation of the potential benefits of IFRSs adoption in Libya,
three sources were used: literature, questionnaires, and interviews to answer the second
research question. The examination of the literature suggested that the adoption and application
of IFRSs standards in developing economies have helped improve the efficiency and
transparency of the accounts, hence enhancing the potential for foreign investment. In
particular, most studies relating to the Middle East demonstrated that on the whole, the benefits
of adoption of IFRSs would significantly outweigh the costs (among many see: Mir and
Rahman, 2005; Eldanfour, 2011; Aldrugi, 2013; Hawashe, 2014; Shareia, 2014; Alshbili,
2016).

The findings of the research questionnaire are based on the views of 214 experts: academics,
accountants, internal auditors, external auditors, and financial managers. Before any evaluation
of the findings, the data were subjected to tests for normality and reliability. The mean values
of responses are based on a Likert scale average of five figures. The closer the mean value to
5, the stronger the respondent’s agreement with the statement. As demonstrated in chapter five,
with the exception of one question, the rest have exhibited mean values greater than 4 —
somewhere between Agree and Strongly Agree. In addition, the standard deviations of these
mean values are relatively low, thereby implying statistically significant measurements.
Respondents assign the highest score of 4.27 out of 5.00 to the ability of IFRS in reinforcing

confidence in the accounting and auditing profession. Furthermore, another high score of 4.26
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out of 5.00 is given to the reliability and transparency of IFRS over the existing Libyan
accounting model. On the whole, the overall average score based on a list of 15 potential
benefits turned out as 4.15, suggesting that a large majority of respondents agree that the
adoption of IFRSs will be highly beneficial for Libya.

Moreover, in demonstrating a detailed picture of the benefits, the researcher considered the
responses across the professions. This is because the examination of such a breakdown of
responses can help identify the areas where similarities and differences have occurred among
these five professional groups. The usual procedure for testing differences/similarities in
groups when normality is absent is the Kruskal-Wallis test. This test ascertains the origination
of the data from the same distribution using a non-parametric method. As shown in Chapter
Seven, in a large majority of cases, the respondents across the professions were in agreement
with the benefits of IFRSs. According to the findings of the test, there are only two items out
of 15 where significant differences have occurred among the groups: accessibility to capital
cost; and cost reduction in national accounting standards. On the whole, as far as the benefits
are concerned, there are more similarities than differences in agreement amongst these five

professional groups.

In support of these findings, as a secondary source of the survey, the researcher conducted
interviews with 13 qualified and experienced accountants, financial managers, academics and
auditors. In relation to benefits and opportunities arising from the adoption of international
accounting practices and standards in Libya, all respondents were unanimous in the view that
there would be benefits to the country and the public as a whole. Whether from the LAB,
LAAA or the overall economy, the interviewees stated that international standards adoption
could significantly improve Libya's current shambolic, inconsistent, unclear, inaccurate and
non-transparent accounting standards. In particular, most interviewees regarded the concept of
transparency principle arising from the adoption of IFRS as a pivotal stance in fighting

corruption, fraud and misinformation against the Libyan economy.

7.2.3 Potential Challenges of IFRSs adoption

The examination and evaluation of challenges (as per the third research question) facing
developing countries when deciding to adopt IFRSs have been well-explored in previous
chapters. Firstly, the literature review demonstrated that the most important challenges appear
to be in three main areas: Accounting education, cultural aspects, and legal aspects. As for

accounting education, research (Archambault and Archambault, 2009; Zehri and
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Chouaibi, 2013) has demonstrated a strong coherence between IFRS adoption and accounting
literacy. It has been noticed that the lack of mature accounting professionals capable of
interpreting and applying the subtle judgmental components of IFRS could jeopardize the
accounting profession's credibility, hence leading to blunders and errors, especially in the early
stages of adoption (Nurunnabi, 2017B; Alsulami and Heath, 2017; Fino, 2019).

The review of the literature also pointed out that to construct an accounting system fitting the
needs of developing countries, one should carefully evaluate the importance of the cultural,
social, economic, and political environment (Fino, 2019; Alsulami and Herath, 2017; Alkhtani,
2012). This has prompted others to study the impact of these standards on how international
level laws like the IFRS are perceived and applied. One aspect of culture is the language, which
has proven to be a big problem in the past for developing countries adopting IFRS. Although
the translation of IFRS is a costly and time-consuming process (Aljifri and Khasharmeh, 2006;
DeFond et al., 2011; Istrate, 2015; Edeigba, 2017) but has been successfully undertaken (IFRS
Foundation, 2021) instead of the benefits that come with the adoption of the IFRS. As evident
from the adoption by many Arabic nations and the interview responses, language, which was

once believed to be a primary barrier to adopting IFRS, is no longer a big concern.

Finally, the review of the literature demonstrated that legal aspects tend to be highly
challenging for most developing countries in deciding to adopt the IFRS fully. It has been stated
that the country's political and legal system influences the quality of financial accounting and
auditing, as per many researchers (Salter and Doupnik, 1992; Leuz, Nanda
and Wysocki, 2003; El Ghoul, Guedhami, and Pittman, 2016). In particular, Sharia Law tends

to be at odds with the financial instruments and revenues/tax rules of IFRS (Almansour, 2019).

As for the second source of findings on the challenges of IFRS, the questionnaire results are
worth reviewing. According to findings, the scores tend to vary between 2.37 and 4.22. The
highest score was assigned to items relating to the concern about the need for staff training to
become familiar with IFRS. Concerns have also been expressed in relation to the legal structure
and commercial laws in Libya, with scores varying between 3.92 and 4.09. These two main
findings do strongly tally with the literature. On the other hand, the lowest score (2.37) has
been assigned to the possible complexity of IFRS. On the whole, the overall average score for
challenges has turned out to be 3.85 — somewhere between not sure and agreement —

significantly lower than the average score for the benefits of IFRS.
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To observe the extent of differences in views of the experts, the Kruskal-Wallis test was used.
The findings suggested that six items out of the 15 where differences among the respondents
occurred: (i) complexity of IFRS; (ii) weakness of the Libyan professional body; (iii) lack of
technical knowledge; (iv) weakness of accounting education; (v) English Language; (vi) IT
related skills. Therefore, given the extent of differences in the experts' views and relatively
lower scores, it can be argued that the challenges facing the adoption of IFRS in Libya appear

not to be straightforward and clear-cut.

However, the examination of the interviews showed much greater agreement among the
interviewees regarding a number of potential challenges. Although most interviewees made
references to problems relating to IT and Language issues, two items appeared to emerge as
most crucial: training programmes; legal issues. Most interviewees stressed the importance of
training and appropriate accounting education fitting the IFRSs. A number of interviewees
strongly blamed the Libyan accounting bodies for resisting change. On the issue of the legality
of IFRSs, the concern stated by most interviewees is in relation to the existing Libyan financial
law on expenses and taxation. Furthermore, the interviewees warned that the prominence of
Sharia Law would be at odds the international financial standards, particularly in relation to

tax and interest earnings.

The author also discovered a previously failed attempt of implementing IFRS in Libya during
the course of interviews. Several accountants spearheaded this effort in Libya, and a conference
was organised inviting well-known domestic and international accountants. The primary
recommendation from this conference was the creation of a supreme accounting council in
Libya tasked with adopting international accounting standards and improving the standing of

the LAAA as a competent professional body.

However, the author came across a varied range of reasons for the failure of this attempt from
various participants and their pertinent perspectives. These reasons include but are not limited
to the lack of legislation to enforce the adoption and application of IFRS, lack of seriousness
among Libyan officials about the change and development, absence of pertinent amendment
of these standards considering factors specific to Libya and lastly, resistance to change to IFRS

in several accountants in Libya including the ones in the key positions of power.

7.2.4 Factors Responsible for the Delay

A large part of chapter six was devoted to examining and evaluating factors that have led to

the delay in adopting IFRSs in Libya to answer the fourth research question. The review of
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literature also showed that delays have been common among countries that have adopted
IFRSs; particularly the source of delay was to do with the resistance of professional accountants
and auditors to change to new international standards of accounting (Mir and Rahaman, 2005;
Frynas, 2005; Adam, 2009; Albu et al., 2011; Alkhtani, 2012; Jermakowicz, Reinstein and
Churyk, 2014; Ibrahim, 2014; Masoud, 2016; Almansour, 2019). Furthermore, studies relating
to the adoption of IFRSs in Islamic nations have reported strong resistance to change due to
the presence of Sharia Law and existing local financial laws (Alkhtani, 2012; Ibrahim, 2014;
Almansour, 2019).

Although some interviewees highlighted legal issues and language problems, almost all
interviewees pointed out the two professional bodies (LAAA and LAB) as the main sources of
delay. One of the strongest criticisms of these bodies' role in delaying IFRS adoption was made
by a financial manager who regarded these two associations as totally incompetent, weak, and
out of touch with the real world. Another interviewee blamed these associations for having
been the main source of hindrance to the process of adopting and implementing the new
standards.

The author's survey surfaced that policy-makers in Libya had long attached high costs
associated with training and accounting education programmes. A number of the interviewees
picked this issue up as one of the most challenging factors responsible for the delay in
considering the adoption of IFRSs. As discussed earlier, professional bodies, including
academicians, have failed to include international accounting standards in their

teaching/research curricula.

Finally, having considered the responses by the interviewees, the issue surrounding
incompatibility and inconsistency of the local Libyan laws was regarded as another aggravating
factor responsible for delays in the adoption of international standards. In particular, it was
noticed that good accounting standards, especially those in the oil and gas sector, are still
governed by Libyan laws and regulations. That has been a big factor in further delaying the
process of adoption. Furthermore, on the issue of inconsistency and lack of transparency of the
Libyan commercial law, many interviewees blamed the existing Libyan commercial law as a

burden in the way of adopting international standards.

7.3 Theoretical and Practical Implications

Theoretically speaking, the adoption of IFRS in a developing country helps achieve

international legitimacy. In particular, inthe case of Libya, which has been a closed economy
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for decades, the process of attracting higher foreign direct investment and diverse international
organisations can be catalysed by seriously attempting to adopt IFRS, given its rich oil and gas
resources, which can be a source of motivation from the international companies to adopt such
standards in Libya. Additionally, the impact of IFRS adoption on improving the financial
reporting quality and regulation by making them reliable, comparable and transparent is
believed by several experts and stakeholders. In short, the theory suggests that the adoption of
IFRS should be expected to improve standards and hence boost economic growth and
development whereas this could be the ultimate goal for an emerging economy, since Libya is
one of them, this could be one of the tools to achieve this goal. Our survey findings suggest
that the adoption of IFRS in Libya, despite its challenges, can be potentially beneficial for the
country in the long term. Nevertheless, as advocated by the new institutional theory, the
decision to adopt international standards must still be optional rather than mandatory.

In practice, however, normative pressures tend to be exerted by the Big Four and other
professional bodies operating within the country, who are of the view that the adoption of
international standards may pave the way to incentivise the policy-makers to realise the
benefits. As has been highlighted in several studies, adopting IFRS in developing economies
greatly benefits the Big Four firms since they are the only bodies that can provide the
appropriate training programmes at relatively high costs (Almansour, 2019). Such evidence of
normative isomorphism tends to tally with the findings in Nurunnabi (2015) strongly.
However, Libya has been a non-member of these international organisations since the early
1970s, and this has meant that such international organisations have not been able to be in a
position to enforce any pressure on a non-member. Therefore, since there has been no
international pressure on Libya to conform to international standards, then that had led to a
severe delay in the adoption of such standards. Whereas coercive pressure which comes from
international bodies found to be useful to push countries to adopt these international standards,
this tally with the case of Saudi Arabia (Almansour, 2019). Consequently, Libya should

consider having more connections with these international bodies.

The finding shows that one of the most vexing issues is the lack of enthusiasm and knowledge
by the accountants and auditors about international standards. A number of interviewees
pointed to a rather systemic reluctance exercised by the professional bodies, mainly due to the
fact that most accountants and auditors themselves have been found to be either unqualified or

untrained in dealing with international standards and practices. In relation to the two
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professional bodies - LAAA and LAB — it was concluded that they have for long been the main

sources of a hindrance to the process of adopting and implementing the new standards.

Despite the recommendation for the adoption of IFRS by the Libyan government back in 2006,
nothing has been genuinely done to date. The problem has been that such a recommendation
was never passed by lawmakers; and nor was it enforced by any professional body in Libya.
Alsulami and Herath, 2017). The finding shows that law must be issued to ensure that these

standards are followed by the law.

Moreover, as has been reported by several studies, the adoption costs associated with legal
aspects, particularly commercial laws, can increase exponentially due to local professionals
resisting change. As discussed in detail previously, such cultural issues can be the deal breakers
in conservative Arab countries where Sharia Law plays an important role in business and
commerce. The interviewees repeatedly stated these problems, warning of their potential
complexities. Finally, and perhaps most critically, the country has been in turmoil since 2011,
which has led to a social, political and economic breakdown, hence seriously delaying the
process of IFRS adoption; however, as the county is more stable politically and economically,
this could be the right time to develop the accounting system in the county and adopt high-

quality standards.

By understanding the benefits and the challenges faced by the implementation of IFRS, as well
as the reason for the delay, these findings could be very helpful to the decision makers and
academics, professional bodies in Libya and their members (accountants and auditors) to make
the best use of these standards. These findings could have significant implications for all other
emerging economies, particularly those that have not yet adopted IFRS and consider doing so

in future.

7.4 Recommendations

The findings of this study based on the survey and the literature review have led the researcher
to arrive at a number of recommendations for potential stakeholders in Libya. First and
foremost, professional accountants and auditors, whether members of the two associations or
not, must seriously consider ceasing their resistance to IFRS and carefully examine and
evaluate the cons and pros of adopting the international standard. In arriving at their decision,
they must remember that the current standards vis-a-vis financial reporting and audit have been

inconsistent, unfair and thus subject to corruption.
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Second, the academicians involved in teaching accountancy and financial studies in colleges
and universities must make every effort to incorporate the new developments in international
standards in their existing courses. In doing so, they must encourage students to conduct
independent research in comparative analysis of the Libyan accounting standards and the IFRS.

Third, the government, along with Libyan accounting professionals, should set up a supreme
accounting council with the intent to amend the existing IFRS to be flexible and pertinent to
the Libyan environment. The association should decide on IFRS practices that are unsuitable
to the Libyan ecosystem and propose amendments to such rules. Furthermore, the council
should closely work with the legislative machinery of the Libyan administration in order to

streamline legal obstacles and ensure legal enforcement of the association’s recommendations.

Fourth, the government is advised to consider helping develop an independent watchdog
consisting of qualified professional accountants, financial managers and academicians. The
task of this watchdog should be to carefully and concisely estimate the potential costs of IFRS
adoption based on an examination of other developing countries’ experiences. The final report
produced by the watchdog should be presented to the government for final evaluation and

presentation to the Parliament.

Fifth, the international bodies such as the Big Four, IMF and World Bank should cease
pressuring the Libyan stakeholders in their decision-making process but be prepared to offer
their appropriate financial and technical/training support once the Parliament has passed the
decision for adoption of IFRS.

Sixth, the cost of retraining the existing accounting professionals in Libya can be drastically
reduced by taking advantage of virtual platforms such as YouTube and Microsoft teams
wherein the teaching materials (lectures, notes and instructions) are freely available to anyone,

and they can access and work on it at their own pace.

7.5 Contributions

Although there have been numerous research works on the potential of adopting IFRS in
emerging economies, the current study has produced several contributions worth noting here.
It provides literature on a previously unexplored view on the initial partial attempt to implement
IFRS in Libya and deliberates possible causes of its failure. The work also provides a glimpse
into the path of adopting IFRS in Libya with its unique cultural, religious, legal and

socioeconomic environment.
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Contribution to the methodical knowledge can also be seen in this work. A conceptual
framework on challenges and benefits is developed that can be adapted and utilised by
researchers who wish to study the factors and impacts of adopting IFRS in a nation similar to
Libya. Furthermore, the study adds to the literature on the poorly understood value and cost of

adopting IFRS in developing nations.

Despite the limited sample size, the current research has conducted a comprehensive survey
consisting of questionnaires and interviews. As discussed in the previous chapters, this mixed
survey has enabled the researcher to arrive at a more concrete set of findings. Furthermore, the
current research has applied several appropriate statistical techniques to analyse data from the
questionnaire when there is no normality in part of the variables used. Such techniques are

well-advised to be used by future researchers.

The study contributes to the knowledge of Libyan accounting practises and their comparison
with the international standards, specifically for extractive industries. As per the respondent’s
knowledge, an exhaustive comparison of the Libyan accounting practices with international
standards is not available in the literature. This knowledge would be crucial to adopt IFRS in

Libya successfully.

The current work also contributes to the literature on the reasons for the delay in adopting the
IFRS in Libya. Furthermore, an extensive study of the internal and external factors affecting
this adoption also provides knowledge about the benefits and challenges of IFRS adoption in
Libya. This information is of immense value to the administration in deciding and allocating

resources in the IFRS adoption drive.

The findings from the questionnaire and interviews unearthed many unique factors that have
delayed the process of decisions on adopting the IFRS in Libya. In particular, the study
discovered that the language of IFRS was found not to be a major hurdle, as stated by other
researchers. On the other hand, the most critical source of delay was found to be the

professional bodies and associations.

The outcomes of this study offer critical recommendations to the administration on
streamlining the process of adopting IFRS in Libya. In addition, the pertinent information can
help the administration become aware of the challenges they might face in the implementation

campaign. Finally, possible solutions to these challenges are also recommended in this study.

166

—
| —



7.6 Limitations

The researcher has made every effort to use different appropriate sources in finding the answers
to the questions of the thesis. However, the current research is not free from limitations
primarily due to conducting the survey. Firstly, the distribution and collection of the
questionnaires proved challenging primarily due to the political and social disturbance and
unrest in Libya. This meant that the questionnaires were distributed in only four main cities;
hence, the sample was not representative of the total population of the experts. Secondly,
initially, the researcher aimed to have a sample size of 380 participants but once collected, a
significant number of such questionnaires were incomplete and thus had to be withdrawn. In

the end, the total completed sample reached only 214.

Finally, the process of contacting and conducting interviews proved highly problematic and
time-consuming. Only a handful (13) of the experts the researcher was able to interview due to
a lack of general security and political unrest. Also, those experts involved in the oil and gas
sector appeared to be hesitant to be interviewed, despite assuring anonymity and confidentiality

of the provided information.

7.7 Future Research

Despite the current comprehensive research, there are areas that future research of this kind
may focus on and extend knowledge and understanding. First, any survey must be based on a
much larger sample size to represent the total population of the experts better. Improvements
in sample size and sampling quality appear to be more likely as the civil war has now ended

and some form of stability has returned to the country.

Second, despite the researcher’s reference to Islamic Law, future research on IFRS adoption in
Libya and other similar countries must develop a workable model of international standards

capable of incorporating the Sharia Law concerning to zakat and riba.

167

—
| —



REFERENCE LIST

Abd-Elsalam, O.H. and Weetman, P., 2003. Introducing International Accounting Standards t
0 an emerging capital market: relative familiarity and language effect in Egypt. Journal of int
ernational accounting, auditing & taxation, 12(1), pp.63-84. 10.1016/S1061-9518(03)00002-
8.

Abdo, H., 2016. Accounting for Extractive Industries: Has IFRS 6 Harmonised Accounting Pr
actices by Extractive Industries? Australian accounting review, 26(4), pp.346-359. 10.1111/a
uar.12106.

Abdolmohammadi, M.J. and McQuade, R.J., 2002. Applied Research in Financial Reporting:
Text and Cases. McGraw-Hill College.

Abdullah, A.F., 1999. Tribal values and attitudes in modern Libya. Los Angeles: UCLA Pres
S.

Abdulrahim, J. (2015). The impact of foreign direct investment on Saudi Arabia.MS Master D
issertation. California State Polytechnic University — Pomona Available at: http://hdl.handle.n
et/10211.3/145889.[Accessed 17 January 2019].

Abeleje, K.R., 2019. The Influence of IFRS Adoption on Earnings Management: A Cross-Cou
ntry Analysis. PhD Thesis, Coventry University.

Abu Alrub, A., Aga, M., Rjoub, H., 2020. Does the improvement in accounting standard IAS/
IFRS cure the financial crisis and bank profitability? Evidence from banking sector in Lebano
n. Asia-Pacific journal of accounting & economics, 27(6), pp.727-744. 10.1080/16081625.20
18.1435288.

Abushaiba, I.A. and Eldanfour, 1., 2014. Argument of accounting for oil and gas upstream act
ivities. International Journal of Humanities and Management Sciences, 2(3), pp.120-123.
Adam, M., 2009. Nigerian banks: the challenges of adopting International Financial Reportin
g Standards. Zenith economic quarterly, 4(2), p.17.

Adams, C., Gray, S. and Weetman, P., 1993. Reconciling national with international accounti
ng standards. The European accounting review, 2(3), pp.471-494.

Affes, H. and Callimaci, A., 2007. The determinants of the early adoption of international acc
ounting standards: financial decision or opportunism? Comptabilité contrdle audit, 13(2), pp.
149-166. 10.3917/cca.132.0149.

Aghimien, P.A., 2016. Development of accounting standards in selected Middle Eastern coun
tries in comparison to the United States of America. International journal of commerce and m
anagement, 26(1), p.69-87.

Agostino, M., Drago, D. and Silipo, D.B., 2010. The value relevance of IFRS in the European
banking industry. Review of quantitative finance and accounting, 36(3), pp.437-457. 10.1007
/s11156-010-0184-1.

Akenbor, C.O. and Agwor, T.C., 2015. Standard costing and cost control in Nigerian oil and g
as industry. Journal of Modern Accounting and Auditing, 11(4), pp.185-193.

168

—
| —



Akman, N.H., 2011. The effect of IFRS adoption on financial disclosure: does culture still pla
y a role?. American International Journal of Contemporary Research, 1(1), pp.6-17.

Al-Akra, M., Ali, M.J. and Marashdeh, O., 2009. Development of accounting regulation in Jo
rdan. The International journal of accounting education and research, 44(2), pp.163-186. 10.
1016/j.intacc.2009.03.003.

Alali, F. and Cao, L., 2010. International financial reporting standards — credible and reliable
? An overview. Advances in accounting, 26(1), pp.79-86. 10.1016/j.adiac.2010.02.001.

Al-Arabi, A. and Darwish, B., 2003. The Appropriateness of the Accounting Methods of Eval
uation of the Projects Offered for Ownership of the Reality of Libya. In: Academy of Graduat
e Studies, Tripoli — Libya.

Al-Bannay, A.M., 2002. Perceptions among accountants, auditors and users of IAS in prepar
ing annual accounts : the case of Kuwait. City University London.

Al-Basteki, H., 1995. The voluntary adoption of international accounting standards by Bahrai
ni corporations. Advances in International Accounting, 8, pp.45-64.

Albu, N. and Albu, C.N., 2012. International Financial Reporting Standards in an Emerging E
conomy: Lessons from Romania. Australian accounting review, 22(4), pp.341-352. 10.1111/j
.1835-2561.2012.00196.x.

Albu, N., Albu, C., Bunea, $., Calu, D. and Girbina, M., 2011. A story about IAS IFRS imple
mentation in Romania. Journal of accounting in emerging economies, 1(1), pp.76-100. 10.11
08/20421161111107868.

Aldrugi, A.M., 2013. Environmental Disclosure in the Libyan Oil and Gas Sector. PhD Thesi
s, Nottingham Trent University.

Alesina, A. and Perotti, R., 1996. Income distribution, political instability, and investment. Eu
ropean economic review, 40(6), pp.1203-1228. 10.1016/0014-2921(95)00030-5.

Algeru, O.1.A.-M., 2011. Perceptions and evaluations of internal audit function in Libyan oil
and gas companies. Ph.D. thesis, University of Gloucestershire.

Alghamdi, S.A.L., 2012. Investigation into earnings management practices and the role of co
rporate governance and external audit in emerging markets: empirical evidence from saudi li
sted companies. ProQuest Dissertations Publishing, PhD thesis, Durham University, UK.

Ali, M. J., 2005. A Synthesis of Empirical Research on International Accounting
Harmonization and Compliance with International Financial Reporting Standards. Journal of
Accounting Literature, 24(1), 1 -52.

Aljifri, K. and Khasharmeh, H., 2006. An investigation into the suitability of the international
accounting standards to the United Arab Emirates environment. International business review
, 15(5), pp.505-526. 10.1016/j.ibusrev.2006.05.009.

Alkhtani, S.S., 2010. The relevance of international financial reporting standards to Saudi Ar
abia : stakeholder perspectives. Ph.D. thesis, University of Stirling.

Alkhtani, S.S., 2012. The relevance of IFRS to less developed economies: challenges and opp
ortunities, Saudi Arabia as a case study. In: Proceedings of Global Accounting. Finance and E
conomics Conference, Melbourne, Australia, pp. 20-21.

169

—
| —



Allan, J.A., McLachlan, K.S. and Penrose, E., 1973. Libya: Agriculture and Economic Develo
pment (RLE Economy of Middle East). 1% ed. Routledge. https://doi.org/10.4324/9781315744
957[Accessed 1 September 2017].

Al-Mannai, E.S. and Hindi, N.M., 2015. Adoption of IFRS by listed companies in Qatar: chal
lenges and solutions. International Journal of Accounting and Finance, 5(1), pp.1-26.

Almansour, M.S., 2019. Challenges and Opportunities from Adopting IFRS in Saudi Arabia:
The Case of the Banking Sector. PhD Thesis, Nottingham Trent University.

Almotairy, O.S. and Alsalman, A.M., 2012. Institutional aspects and the Implementation of In
ternational Financial Reporting Standards in Saudi Arabia. Global Review of Business and Ec
onomic Research, 8(2), pp.167-186.

Almotairy, O.S. and Stainbank, L.J., 2014. Compliance with International Education Standard
s in Saudi Arabia: Policy and Educational Implications. Journal of business studies quarterly,
5(4), p.5.

Alon, A. and Dwyer, P.D., 2014. Early Adoption of IFRS as a Strategic Response to Transnat
ional and Local Influences. The International journal of accounting education and research, 4
9(3), pp.348-370. 10.1016/j.intacc.2014.07.003.

Alsaqqga, I. and Sawan, N., 2013. The Advantages and the Challenges of Adopting IFRS into
UAE Stock Market. International journal of business and management, 8(19). 10.5539/ijbm.v
8n19pl.

Alsaqqa, 1., 2012. The Impact of Adopting IFRS on Profitability and Stock Performance in Lis
ted Firms at Abu Dhabi and Dubai Stock Exchanges. ProQuest Dissertations Publishing. PhD
thesis, Liverpool John Moores University.

Alshbili, LA.M., 2016. An investigation into corporate social responsibility disclosure in the
Libyan oil and gas industry using a mixed-methods design: an institutional perspective, PhD
Thesis, University of Huddersfield.

Alsuhaibani, A., 2012. The Expected Impact of IFRS Adoption on Saudi Arabia based on Les
sons from other Countries: A Focus on the Telecommunication Business. Procedia, social an
d behavioral sciences, 62, pp.1190-1198. 10.1016/j.sbspro.2012.09.204.

Alsulami, F.H. and Herath, S.K., 2017. International financial reporting standards (IFRS): Th
e benefits, obstacles, and opportunities for implementation in Saudi Arabia. International Jou
rnal of Social Science and Business, 2(1), pp.1-18.

Alsultan, A.S., 2017. Audit quality, IPOs and earnings management : evidence from Saudi Ar
abia. PhD thesis, University of Portsmouth.

Andelkovic, D. and Zubac, D., 2019. The Impact of Accounting Harmonization on Financial
Statements Quality in Serbia. Economic analysis (Belgrade, Serbia: 2009), 52(1), pp.128-137
. 10.28934/ea.19.52.12. pp128-137.

Angeloni, S., 2016. Cautiousness on convergence of accounting standards across
countries. Corporate communications, 21(2), pp.246-267.

Annisette, M., 2004. The true nature of the World Bank. Critical perspectives on accounting,
15(3), pp-303-323. 10.1016/S1045-2354(03)00064-9.

170

—
| —



Antill, N. and Arnott, R., 2000. Valuing oil and gas companies: A guide to the assessment and
evaluation of assets, performance and prospects. Elsevier.

Apergis, N., 2015. The Role of IFRS in Financial Reporting Quality: Evidence from a Panel o
f MENA Countries. International journal of economics and finance, 7(10). 10.5539/ijef.v7nl
0p182.

Archambault, J.J. and Archambault, M.E., 2009. An analysis of social factors influencing the
adoption of International Financial Reporting Standards. Journal for Global Business Advanc
ement, 2(1-2), pp.38-53.

Armstrong, C.S., Barth, M.E., Jagolinzer, A.D. and Riedl, E.J., 2010. Market Reaction to the
Adoption of IFRS in Europe. The Accounting review, 85(1), pp.31-61. 10.2308/accr.2010.85.
1.31.

Ashraf, J. and Ghani, W. 1., 2005. Accounting development in Pakistan. The International
journal of accounting education and research. [Online], 40 (2), 175-201.
https://llr.primo.exlibrisgroup.com/permalink/44NTU_INST/eii820/cdi_proquest_miscellane
ous_38201071 [Accessed 01 February 2018].

Assenso-Okofo, O., Ali, M.J. and Ahmed, K., 2011. The Development of Accounting and Re
porting in Ghana. The International journal of accounting education and research, 46(4), pp.
459-480. 10.1016/j.intacc.2011.09.010.

Aubert, F. and Grudnitski, G., 2011. The Impact and Importance of Mandatory Adoption of In
ternational Financial Reporting Standards in Europe: Mandatory Adoption of IFRS in Europe
. Journal of international financial management & accounting, 22(1), pp.1-26. 10.1111/j.146
7-646X.2010.01043.x.

Bahgat, J., 2004. Libya's Energy Outlook. Middle East Economic Survey, vol. 47, no.43.

Baiman, S. and Verrecchia, R.E., 1996. The Relation Among Capital Markets, Financial Disc
losure, Production Efficiency, and Insider Trading. Journal of accounting research, 34(1), pp.
1-22. 10.2307/2491329.

Bait EI-Mal, M.A., 1990. Survey and evaluation of the accounting principles applied in Libya
. Journal of Economic Research, National Academy of Scientific Research: The Economic Re
search Centre, Benghazi, 2(1), pp.14-26.

Bait-EI-Mal, M.A., 1973. The development of accounting in Libya. The International Journal
of Accounting, Education and Research, 8(2), pp.83-103.

Baker, M.J. 2003. Data Collection-questionnaire design. The Marketing Review, vol. no3, pp
343-370. Westburn Publishers Ltd, UK.

Bala, M., 2013. Effects of IFRS Adoption on the Financial Reports of Nigerian Listed Entities
: The case of Oil and Gas Companies. A multidisciplinary journal of global macro trends, 2(7
), pp.9-26.

Ball, R., 2006. International Financial Reporting Standards (IFRS): pros and cons for investor
s. Accounting and business research, 36(supl), pp.5-27.

Ball, R., Kothari, S. and Robin, A., 2000. The effect of international institutional factors on pr
operties of accounting earnings. Journal of accounting & economics, 29(1), pp.1-51. 10.1016
/S0165-4101(00)00012-4.

171

—
| —



Barbu, E. and Baker, C.R., 2009. Institutions involved in international convergence of accoun
ting standards: a neo-institutional and historical analysis. HAL Open science. https://halshs.arc
hives-ouvertes.fr/halshs-00518989 [Accessed 02 December 2017].

Barth, M.E., 1994. Fair Value Accounting: Evidence from Investment Securities and the Mar
ket Valuation of Banks. The Accounting review, 69(1), pp.1-25.

Barth, M.E., 2007. Research, standard setting, and global financial reporting. 2" ed. Now Pu
blishers Inc.

Barth, M.E., Landsman, W.R. and Lang, M.H.L., 2008. International Accounting Standards a
nd Accounting Quality. Journal of accounting research, 46(3), pp.467—498. 10.1111/j.1475-6
79X.2008.00287 .x.

Bayoud, N. 2015. The Extent of the Importance of International Financial Reporting Standard
s Adopting in Libya. International Journal of Business and Administration Research Review,
1(10), pp.9-15.

Belkaoui, S.R., 2002. International accounting and economic development: The interaction of
accounting, economic, and social indicators. Choice, 40(3), p.516-535.

Beuselinck, C., Joos, P., Khurana, I.K. and Van der Meulen, S., 2010. Mandatory Adoption of
IFRS and Analysts’ Forecasts Information Properties. Tilburg University, Center for Economi
¢ Research in its series Discussion Paper with number. 2010-112.

Bhattacherjee, A., 2012. Social Science Research: Principles, Methods, and Practices. Digital
Commons, University of South Florida.

Biltayib, B.M., 2006. QOil production in Libya using an 1ISO 14001 environmental managemen
t system. MSc. Thesis, Technische University, Bergakaemie.

Binomran, A. M. S., 2021. Factors and Benefits Motivating Libya’s Decision to Adopt IFRS.
Review of Business, Accounting, & Finance, 1(1), pp. 93-129. Available at: https://www.fortu
nepublishing.org/index.php/rbaf/article/view/7 [Accessed: 13 October 2021].

Bischof, J. and Daske, H., 2013. Mandatory Disclosure, VVoluntary Disclosure, and Stock Mar
ket Liquidity: Evidence from the EU Bank Stress Tests. Journal of accounting research, 51(5
), pp.997-1029. 10.1111/1475-679X.12029.

Black, I., 2006. The presentation of interpretivist research. Qualitative market research: An in
ternational journal, 9(4), 319-324.

Blaxter, L. Hughes, C. and Tight, M., 2001. How to research. 2" ed. Open University Press, P
hiladelphia, Buckingham.

Bloom, R. and Naciri, M.A., 1989. Accounting Standard Setting and Culture: A Comparative
Analysis of the United States, Canada, England, West Germany, Australia, New Zealand,
Sweden, Japan, and Switzerland. International Journal of Accounting, 24(1), pp.70-97.

Bogdan, D.I1.M.A., Stefana Maria, D., Marilen, N. and Gabriel, P., 2010. National legislative s
ystems and foreign standards and regulations: The case of International Financial Reporting
Standards adoption. Working Paper, University of Munich, 1-30.

172

—
| —



Booloaky, P.K., Omoteso, K., Ibrahim, M.U. and Adelopo, I. 2018. The development of acco
unting practices and the adoption of IFRS in selected MENA countries. Journal of accounting
in emerging economies, 8(3), pp.327-351. 10.1108/JAEE-07-2015-0052.

Borker, D.R., 2013. Is There a Favourable Cultural Profile For IFRS? An Examination And E
xtension Of Gray’s Accounting Value Hypotheses. The international business & economics r
esearch journal, 12(2), p.167—. 10.19030/iber. v12i2.7629.

Botzem, S., 2012. The politics of accounting regulation: Organizing transnational standard
setting in financial reporting. Edward Elgar Publishing.

Botzem, S.and Quack, S., 2009. (No) Limits to Anglo-American accounting? Reconstructing
the history of the International Accounting Standards Committee: A review
article. Accounting, organizations and society, 34(8), pp.988-998.

Brace, 1., 2018. Questionnaire design: How to plan, structure and write survey material for ef
fective market research.4™ ed. Kogan Page Publishers.

Braun, V. and Clarke, V., 2006. Using thematic analysis in psychology. Qualitative research i
n psychology, 3(2), pp.77-101. 10.1191/1478088706qp0630a.

Bribesh, F.N., 2006. The quality of corporate annual reports : evidence from Libya. University
of Glamorgan.

Bruce St John, R., 2007. Libya’s Oil & Gas Industry: Blending Old and New. The journal of
North African studies, 12(2), pp.203-218. 10.1080/13629380701220428.

Bryman, A. and Bell, E., 2015. Business Research Methods. 4" ed. Oxford University Press,
USA.

Bryman, A., 2008. Social research methods. 4" ed. Oxford, Oxford University Press.

Bryman, A., Lewis-Beck, M. and Liao, T. f., 2004. The Sage encyclopedia of social science r
esearch methods. Thousand Oaks: Sage. Publications, Inc.

Buchanan, F.R., 2003. International accounting harmonization: Developing a single world sta
ndard. Business horizons, 46(3), pp.61-70. 10.1016/S0007-6813(03)00030-2.

Burca, V. and Cilan, T. F., 2013. Multinational’s Influence in Decision to Adopt IAS/IFRS. A
nnals of the University of Petrosani. Economics, 13, pp.35-48.

Buzied, M.M., 1998. Enterprise accounting and its context of operation: the case of Libya. Ph
D Thesis, Durham University.

Byard, D., Li, Y. and Yu, Y., 2011. The Effect of Mandatory IFRS Adoption on Financial An
alysts’ Information Environment. Journal of accounting research, 49(1), pp.69-96. 10.1111/j.
1475-679X.2010.00390.x.

Cai, L., Rahman, A.R. and Courtenay, S.M., 2008. The effect of IFRS and its enforcement on
earnings management: An international comparison. Available at SSRN 1473571.

Cairns, D., 1990. Aid for the developing world. Accountancy, March, 82-85.

173

—
| —



Callao, S., Jarne, J.I. and Lainez, J.A., 2007. Adoption of IFRS in Spain: Effect on the compa
rability and relevance of financial reporting. Journal of international accounting, auditing & t
axation, 16(2), pp.148-178. 10.1016/j.intaccaudtax.2007.06.002.

Camfferman, K. and Zeff, S.A., 2018. The Challenge of Setting Standards for a Worldwide C
onstituency: Research Implications from the IASB’s Early History. The European accounting
review, 27(2), pp.289-312. 10.1080/09638180.2017.1296780.

Capkun, V., Collins, D.W. and Jeanjean, T., 2012. Does adoption of IAS/IFRS deter earnings
management? (No. hal-00675047).

Cardona, R.J., Castro-Gonzalez, K.C. and Rios-Figueroa, C.B., 2014. The impact of culture a
nd economic factors on the implementation of IFRS. Accounting and Taxation, 6 (2), 29-47.

Carmona, S. and Trombetta, M., 2008. On the global acceptance of IAS/IFRS accounting stan
dards: The logic and implications of the principles-based system. Journal of accounting and p
ublic policy, 27(6), pp.455-461. 10.1016/j.jaccpubpol.2008.09.003.

Carruthers, B.G. and Espeland, W.N., 1991. Accounting for rationality: Double-entry
bookkeeping and the rhetoric of economic rationality. American journal of sociology, 97(1),
pp.31-69.

Carson, D., Gilmore, A., Perry, C. and Gronhaug, K., 2001. Qualitative marketing research. .
London: Sage.

Cascino, S. and Gassen, J., 2015. What drives the comparability effect of mandatory IFRS ad
option. Review of Accounting Studies, Vol. 20 No. 1, pp. 242-282. http://eprints.Ise.ac.uk/576
82/ [Accessed 15 May 2018].

Cavana, R., Delahaye, B. and Sekeran, U., 2001. Applied business research: Qualitative and q
uantitative methods. Australia: John Wiley and Sons, Ltd.

Central Bank of Libya, 2008. Economic Bulletin, Research and Statistics Department, Tripoli.
Central Bank of Libya.,2001. Economic Bulletin, Research and Statistics Department, Tripoli.
Central Bank of Libya.,2002. Economic Bulletin, Research and Statistics Department, Tripoli.
Central Bank of Libya.,2009. Economic Bulletin, Research and Statistics Department, Tripoli.
Central Bank of Libya.,2010. Economic Bulletin, Research and Statistics Department, Tripoli.

Cerne, K., 2009. Influential factors of country's accounting system development Economic Re
search Journal, 22(2), pp.66-97.

Chamisa, E.E., 2000. The relevance and observance of the IASC standards in developing cou
ntries and the particular case of Zimbabwe. The International journal of accounting education
and research, 35(2), pp.267-294.

Chan, A.L.-C., Hsu, A.W.-H. and Lee, E., 2015. Mandatory adoption of IFRS and timely loss
recognition across Europe: The effect of corporate finance incentives. International review of
financial analysis, 38, pp.70-82. 10.1016/j.irfa.2015.02.002.

174

—
| —



Chan, K.H., Lin, K.Z. and Mo, P.L., 2010. Will a departure from tax-based accounting encour
age tax noncompliance? Archival evidence from a transition economy. Journal of accounting
& economics, 50(1), pp.58-73. 10.1016/j.jacceco.2010.02.001.

Chanchani, S. and Willett, R., 2004. An empirical assessment of Gray’s accounting value con
structs. The International journal of accounting education and research, 39(2), pp.125-154.

Chandra, G., 2011. Global Accounting Standards And Curriculum. The international business
& economics research journal, 3(5).

Chen, E. and Gavious, I., 2017. The roles of book-tax conformity and tax enforcement in regu
lating tax reporting behaviour following International Financial Reporting Standards adoption
. Accounting and finance (Parkville), 57(3), pp.681-699. 10.1111/acfi.12172.

Cherti, A. and Zaam, H., 2016. IFRS Adoption Impact On Financial And Accounting Informa
tion Quality: An Exploratory Study On Moroccan Petroleum And Gas Sector. Business and e
conomic research, 6(1), p.337—. 10.5296/ber.v6i1.9184.

Chiwvis, C.S. and Martini, J., 2014. Libya After Qaddafi: Lessons and Implications for the Fu
ture. Santa Monica: RAND Corporation. 10.7249/j.cttéwq7w?.

Chol, F.D.S. and Levich, R.M., 1991. Behavioral Effects of International Accounting Diversit
y. Accounting horizons, 5(2), p.1-13.

Churchill, G. A., 1996. Basic Marketing Research.3' Ed. Fort Worth, TX: The Dryden Press.

Clarkson, P., Hanna, J.D., Richardson, G.D. and Thompson, R., 2011. The impact of IFRS ad
option on the value relevance of book value and earnings. Journal of contemporary accountin
g & economics, 7(1), pp.1-17. 10.1016/j.jcae.2011.03.001.

Clements, C.E., Neill, J.D. and Stovall, O.S., 2010. Cultural Diversity, Country Size, And The
IFRS Adoption Decision. Journal of applied business research, 26(2), pp.115-126. 10.19030/
jabr.v26i2.288.

Coghlan, D., 2019. Doing action research in your own organization. 5" ed. SAGE Publicatio
ns Limited.

Cohen, L., Manion, L. and Morrison, K., 2011. Research methods in education.7" ed. Routled
ge: USA.

Colander, D., 2000. The Death of Neoclassical Economics. Journal of the history of economic
thought, 22(2), pp.127-143. 10.1080/10427710050025330.

Collis, J. and Hussey, R., 2014. Business research: A practical guide for undergraduate and p
ostgraduate students. 4" ed. Palgrave Macmillan International Higher Education.

Cooke, T.E. and Wallace, R.S.0., 1990. Financial disclosure regulation and its environment:
A review and further analysis. Journal of accounting and public policy, 9(2), pp.79-110. 10.1
016/0278-4254(90)90013-P.

Corder, G.W. and Foreman, D.I., 2009. Nonparametric Statistics for Non-Statisticians: A Step
-by-Step Approach. Aufl. Hoboken: Wiley.

175

—
| —



Cormier, D., Demaria, S., Lapointe-Antunes, P. and Teller, R., 2009. First-time adoption of IF
RS, managerial incentives, and value-relevance: some French evidence. Journal of internatio
nal accounting research, 8(2), pp.1-22.

Cortese, C. and Irvine, H., 2010. Investigating international accounting standard setting: The b
lack box of IFRS 6. Research in accounting regulation, 22(2), pp.87-95. 10.1016/j.racreg.201
0.07.003.

Cortese, C. and Walton, P., 2018. Histories of accounting standard-setting - an
introduction. Accounting history.23 (3), 261-264.

Cortese, C.L., Irvine, H.J. and Kaidonis, M.A., 2009. Extractive industries accounting and eco
nomic consequences: Past, present and future. Accounting forum, 33(1), pp.27-37. 10.1016/j.
accfor.2008.07.005.

Cortese, C.L., Irvine, H.J. and Kaidonis, M.A., 2010. Powerful players: How constituents cap
tured the setting of IFRS 6, an accounting standard for the extractive industries. Accounting fo
rum, 34(2), pp.76-88. 10.1016/j.accfor.2008.11.003.

Cortina, J.M., 1993. What is coefficient alpha? An examination of theory and applications. Jo
urnal of applied psychology, 78(1), pp.98-104. 10.1037/0021-9010.78.1.98.

Creswell, J. W., 2007. Qualitative inquiry & research design: choosing among five approach
es. London: Sage.

Creswell, J. W., 2014. Research Design: Qualitative, Quantitative and Mixed Methods Appro
aches. 4" ed. Thousand Oaks, CA: Sage.

Cronbach, L.J., 1951. Coefficient alpha and the internal structure of tests. psychometrika, 16(
3), pp.297-334.

Crotty, M.J., 1998. The Foundations of Social Research: Meaning and Perspective in the Res
earch Process. London: SAGE Publications.

Dargenidou, C., McLeay, S. and Raonic, I., 2006. Expected earnings growth and the cost of c
apital: an analysis of accounting regime change in the European financial market. Abacus (Sy
dney), 42(3-4), pp.388-414. 10.1111/j.1467-6281.2006.00207 .x.

Das, B., Pramanik, A.K. and Shil, N.C., 2009. Harmonization of accounting standards through
internationalization. International Business Research, 2(2), pp.194-201.

Daske, H. and Gebhardt, G., 2006. International financial reporting standards and experts perc
eptions of disclosure quality. Abacus (Sydney), 42(3-4), pp.461-498. 10.1111/].1467-6281.20
06.00211.x.

Daske, H., Hail, L., Leuz, C. and Verdi, R., 2013. Adopting a Label: Heterogeneity in the Eco
nomic Consequences Around IAS/IFRS Adoptions. Journal of accounting research, 51(3), pp
495-547.10.1111/1475-679X.12005.

Daske, H., L. Hail, C. Leuz, and R. Verdi., 2008. Mandatory IFRS Reporting around the Worl
d: Early Evidence on the Economic Consequences. Journal of accounting research, 46(5), pp.
1085-1142. 10.1111/j.1475-679X.2008.00306.x.

176

—
| —



David Cameron, 2014. Corruption Cure: Transparency, Taxes, Trade. The Wall Street journal
Asia.

Davino, C. and Fabbris, L., 2013. Survey Data Collection and Integration.1% ed. Berlin, Heid
elberg: Springer Berlin Heidelberg.

Dayanandan, A., Donker, H., Ivanof, M. and Karahan, G., 2016. IFRS and accounting quality
- legal origin, regional, and disclosure impacts. International journal of accounting and infor
mation management, 24(3), pp.296-316. 10.1108/1JAIM-11-2015-0075.

De Fond, M., Hu, X., Hung, M. and Li, S., 2011. The impact of mandatory IFRS adoption on
foreign mutual fund ownership: The role of comparability. Journal of accounting & economic
s, 51(3), pp.240-258. 10.1016/j.jacceco.2011.02.001.

De George, E.T., Li, X., and Shivakumar, L., 2016. A review of the IFRS adoption
literature. Review  of  accounting  studies. [Online], 21(3), pp.898-1004.
https://llr.primo.exlibrisgroup.com/permalink/44NTU_INST/eii820/cdi_crossref primary 10
~1007_s11142 016 9363 1 [Accessed 01 June 2020].

Deacon, D., Bryman, A. and Fenton, N., 1998. Collision or collusion? A discussion and case s
tudy of the unplanned triangulation of quantitative and qualitative research methods. Internati
onal journal of social research methodology,1(1), pp.47—63.10.1080/13645579.1998.1084686
2.

Delcoure, N. and Huff, K., 2015. Determinants of IFRS voluntary adoption in emerging and f
rontier markets. Review of business, 36(1), p.43-54.

Denzin, N. and Lincoln, Y., 2011. The Sage handbook of qualitative research. 4" ed. Los Ang
eles: SAGE.

Devalle, A., Onali, E. and Magarini, R., 2010. Assessing the Value Relevance of Accounting
Data After the Introduction of IFRS in Europe. Journal of international financial managemen
t & accounting, 21(2), pp.85-119. 10.1111/].1467-646X.2010.01037.x.

DiMaggio, P.J. and Powell, W.W., 1983. The Iron Cage Revisited: Institutional Isomorphism
and Collective Rationality in Organizational Fields. American sociological review, 48(2), pp.1
47-160. 10.2307/2095101.

DiMaggio, P.J. and Powell, W.W., 1991. The iron cage revisited. Institutional Isomorphism a
nd Collective Rationality in Organizational Fields. University of Chicago Press.

Dobija, D. and Klimczak, K.., 2010. Development of accounting in Poland: Market efficiency
and the value relevance of reported earnings. The International journal of accounting educati
on and research, 45(3), pp.356-374. 10.1016/j.intacc.2010.06.010.

Dobroteanu, C.L., Dobroteanu, L. and Raileanu, A., 2010. Reporting on corporate governance
— a case study on Romanian companies. Transformations in Business and Economics, 9 (1), 2
73-288.

Dugger, W.M., 1979. Methodological Differences between Institutional and Neoclassical Eco
nomics. Journal of economic issues, 13(4), pp.899-909. 10.1080/00213624.1979.11503711.

177

—
| —



Dumontier, P. and Raffournier, B., 1998. Why Firms Comply Voluntarily with IAS: an Empir
ical Analysis with Swiss Data. Journal of international financial management & accounting,
9(3), pp.216-245. 10.1111/1467-646X.00038.

Easterby-Smith, M., Thorpe, R. and Jackson, P., 2012. Management Research. 4" ed. London
: Sage Publications.

Edeigba, J., 2017. An investigation of the challenges in International Financial Reporting Sta
ndards’ adoption: evidence from Nigerian publicly accountable companies. PhD thesis, Linco
In University.

Edwards, J.R., 1989. A history of financial accounting. London: Routledge.

El Fathaly, O. and Palmer, M., 1980. Political development and social change in Libya. Lexin
gton Books.

El Ghoul, S., Guedhami, O. and Pittman, J., 2016. Cross-country evidence on the importance
of Big Four auditors to equity pricing: The mediating role of legal institutions. Accounting, or
ganizations and society, 54, pp.60-81. 10.1016/j.a0s.2016.03.002.

Eldanfour, 1., 2011. Accounting for oil and gas upstream activities: a qualitative and quantita
tive analysis of Libya. PhD Thesis. Glasgow Caledonian University.

Eldanfour, 1., Elseraiti, A. and Abushaiba, 1., 2014. The attributes of stakeholders regarding a
ccounting for oil and gas upstream activities in Libya. The Macrotheme Review, 3(6), pp.58-6
5.

El-Fathaly, O. 1986. The trends of political development in Libya. Doha: Almuasasa Publicati
on.

Elhouderi, R., 2014. The implementation of international financial reporting standards (IFRS)
in Libya: Difficulties, problems and challenges facing the Libyan companies working on the i
mplementation of IFRS. Ekonomija: teorija i praksa, 7(3), pp.1-12. 10.5937/etp1403001E.

Elliott, B. and Elliott, J., 2011. Financial Accounting and Reporting. 14" ed. Edinburgh: Pear
son Education Limited.

England, J., Bean, G. and Mittal, A., 2015. Following the capital trail in oil and gas. Deloitte
Center for Energy Solution, Deloitte University Press.

Enthoven, A.J.H., 1977. Accountancy systems in third world economies. Springer.

Eroglu, Z.G.K., 2017. The Political Economy of International Standard Setting in Financial R
eporting: How the United States Led the Adoption of IFRS Across the World. Northwestern j
ournal of international law & business, 37(3), p.457-512.

Faraj, S. and El-Firjani, E., 2014. Challenges facing IASs/IFRS implementation by Libyan lis
ted companies. Universal Journal of Accounting and Finance, 2(3), pp.57-63.

Ferguson, A., Kean, S. and Pundrich, G., 2021. Factors Affecting the Value-Relevance of Cap
italized Exploration and Evaluation Expenditures Under IFRS 6. Journal of accounting, audit
ing & finance, 36(4), pp.802-825. 10.1177/0148558X20916337.

Field, A., 2009. Discovering statistics using SPSS. 1% ed. London: Sage Publications.

178

—
| —



Fino, D., 2019. The Role of IFRS in Economic Growth of Developing Countries. Retrieved M
ay, 21.

Florou, A. and Kosi, U., 2015. Does mandatory IFRS adoption facilitate debt financing? Revi
ew of accounting studies, 20(4), pp.1407-1456. 10.1007/s11142-015-9325-z.

Florou, A. and Pope, P.F., 2012. Mandatory IFRS Adoption and Institutional Investment Deci
sions. The Accounting review, 87(6), pp.1993-2025. 10.2308/accr-50225.

Fontaine, R. and Letaifa, S.B., 2012. The reasons clients change audit firms and the client’s p
erceived value of the audit service: a qualitative study in Canada. Cahier de recherche, 7(1), p
8.

Fox, A., Hannah, G., Helliar, C. and Veneziani, M., 2013. The costs and benefits of IFRS imp
lementation in the UK and Italy. Journal of applied accounting research, 14(1), pp.86-101. 1
0.1108/09675421311282568.

Frey, N. and Chandler R., 2006. Acceptance of International Accounting Standard-setting: Em
erging Economies versus Developed Countries. Research in accounting in emerging economi
es, 7, pp.147-162. 10.1016/S1479-3563(06)07007-1.

Fritz, S.and Lammle, C., 2003. The international harmonisation process of accounting
standards [online]. Available at: https://www.diva-
portal.org/smash/record.jsf?pid=diva2:18878 [Accessed 29 March 2022].

Frynas, J.G., 2005. The false developmental promise of Corporate Social Responsibility: evid
ence from multinational oil companies. International affairs (London), 81(3), pp.581-598. 10
.1111/j.1468-2346.2005.00470.X.

Gadermann, A.M., Guhn, M. and Zumbo, B.D., 2012. Estimating ordinal reliability for Likert
-type and ordinal item response data: A conceptual, empirical, and practical guide. Practical A
ssessment, Research, and Evaluation, 17(1), p.3.

Gallhofer, S., Haslam, J. and Kamla, R., 2011. The accountancy profession and the ambiguiti
es of globalisation in a post-colonial, Middle Eastern and Islamic context: Perceptions of acco
untants in Syria. Critical perspectives on accounting, 22(4), pp.376-395. 10.1016/j.cpa.2010.
09.003.

Gallhofer, S., Haslam, J., 2007. Exploring social, political and economic dimensions of accou
nting in the global context: the International Accounting Standards Board and accounting disa
ggregation. Socio-economic review, 5(4), pp.633-664. 10.1093/ser/mwm012.

George, D. and Mallery, P., 2019. IBM SPSS statistics 26 step by step: A simple guide and ref
erence.16™ ed. New York: Routledge.

Gill, J. and Johnson, P., 2002. Research methods for managers.3™ ed. London: Sage Publicati
ons.

Goodson, I.F., Loveless, A.M. and Stephens, D., 2013. Explorations in Narrative Research. R
otterdam: Birkh&user Boston. 10.1007/978-94-6091-988-6.

gostino, M., Drago, D. and Silipo, D.B., 2011. The value relevance of IFRS in the European b
anking industry. Review of quantitative finance and accounting, 36(3), pp.437-457. 10.1007/s
11156-010-0184-1.

179

—
| —



Gray, D.E., 2004. Doing Research in the Real World. 1% ed. London: SAGE Publications.

Grecco, M.C.P., Milani, M.A.F., Segura, L.C., Sanchez, I.M.G. and Dominguez, L.R., 2013. T
he voluntary disclosure of sustainable information: a comparative analysis of Spanish and Bra
zilian companies. Journal of Accounting and Organizations, 7(17), p45-58.

Greenwood, R., Oliver, C., Lawrence, T.B. and Meyer, R.E, 2017. The SAGE Handbook of O
rganizational Institutionalism. London: SAGE Publications. 10.4135/9781526415066.

Grigorchuk, T.I., Rozanova, L., Maksimenko, Z. and Chendulaeva, K., 2014. Strategy of Inve
stment Risks Calculation in Oil Refining Industry. Neftegazovoe delo, (6), pp.545-561. 10.17
122/ogbus-2014-6-545-561.

Gwazie, Y.O., 2004. The Impact of Agricultural Development Plans on the Agricultural Land
Settlement at the Jefara Plain, Northwest Libya. PhD Thesis, Northumbria University.

Hamawandy, N.M., Omer, A.J., Kakil, R.M. and Qader, A.N., 2021. Perceived Challenges of
IFRS Acceptance among Iragi Firms: Do Benefit of IFRS matter. Review of International Geo
graphical Education Online, 11(10), pp.1261-1280.

Hamidah, H., 2013. Adoption of International Financial Reporting Standards (IFRS) in Indon
esia. Journal of Economics, Business & Accountancy, 16(2), 355-372.

Hammersley, M., 2008. Questioning qualitative inquiry: critical essays. London: SAGE.

Handley-Schachler, M., 2012. Evaluation of the Suitability of International Financial Reportin
g Standards (IFRSs) for Application in Emerging North African Countries: A Literature Revi
ew and a Research Agenda. Journal of Modern Accounting and Auditing, 8(12), 1773-1779.

Harrell, M.C. and Bradley, M.A., 2009. Data collection methods. Semi-structured interviews
and focus groups. santa monica: RAND Corporation.

Hasan, T., Karim, W. and Quayes, S., 2008. Regulatory change and the quality of compliance
to mandatory disclosure requirements: Evidence from Bangladesh. Research in accounting re
gulation, 20, pp.193-203. 10.1016/S1052-0457(07)00211-1.

Hassan, E.A., Rankin, M. and Lu, W., 2014. The Development of Accounting Regulation in |
raq and the IFRS Adoption Decision: An Institutional Perspective. The International journal o
f accounting education and research, 49(3), pp.371-390. 10.1016/j.intacc.2014.07.001.

Hassan, M.K., 2008. Financial accounting regulations and organizational change: a Habermas
lan perspective. Journal of accounting & organizational change, 4(3), pp.289-317. 10.1108/1
8325910810898070.

Hassan, M.K., 2008. The development of accounting regulations in Egypt: Legitimating the |
nternational Accounting Standards. Managerial auditing journal, 23(5), pp.467-484. 10.1108
/02686900810875299.

Hawashe, A., 2014. An evaluation of voluntary disclosure in the annual reports of commercia
| banks: empirical evidence from libya. PhD Thesis, University of Salford.

He, X., Wong, T.J. and Young, D., 2012. Challenges for Implementation of Fair VValue Accou
nting in Emerging Markets: Evidence from China. Contemporary accounting research, 29(2),
pp.538-562. 10.1111/j.1911-3846.2011.01113.x.

180

—
| —



Hellmann, A., Perera, H. and Patel, C., 2010. Contextual issues of the convergence of Internat
ional Financial Reporting Standards: The case of Germany. Advances in accounting, 26(1), pp
.108-116. 10.1016/j.adiac.2010.02.002.

Heumann, C. and Schomaker, M., 2016. Introduction to statistics and data analysis. Switzerla
nd: Springer International Publishing.

Hirschman, E.C., 1985. Primitive Aspects of Consumption in Modern American Society. The
Journal of consumer research, 12(2), pp.142-154. 10.1086/208503.

Hoinaru, R., Stolojan, T.D., Kamall, S., Theurer, M., De Cambourg, P. and Boutellis-Taft, O.,
2017. Accountancy, Accountability and Practice. Accounting, economics, and law, 7(2),
pp.17-29.

Hooper, V. and Morris, R., 2004. Washington consensus, emerging economics and company f
inancial reporting: an appraisal. Research in accounting in emerging economies, supplement, 2
, pp.93-116.

Hope, O.-K., Jin, J. and Kang, T., 2006. Empirical Evidence on Jurisdictions that Adopt IFRS
. Journal of international accounting research, 5(2), pp.1-20. 10.2308/jiar.2006.5.2.1.

Hoskin, K. W. and Macve, R. H. (1986) Accounting and the examination: A genealogy of
disciplinary power. Accounting, organizations and society. [Online] 11 (2), 105-136.
https://llr.primo.exlibrisgroup.com/permalink/44NTU_INST/18rgkr6/cdi_proquest_journals_
19512054. [Accessed 01 June 2019].

Howitt, D., 2019. Introduction to Qualitative Research Methods in Psychology: Putting Theo
ry Into Practice. 4" ed. UK: Pearson Education.

Hudson, L.A. and Ozanne, J.L., 1988. Alternative Ways of Seeking Knowledge in Consumer
Research. The Journal of consumer research, 14(4), pp.508-521. 10.1086/209132.

Hughes, J.A. and Sharrock, W.W., 2016. The philosophy of social research.3" ed. Routledge.

Hussey, J. and Hussey, R., 1997. Business Research: A practical Guide for Undergraduate an
d Postgraduate Students. Great Britain: Macmillan Press LTD.

Ibrahim, M.A., 2014. The challenges and opportunities of Irag transitioning to international a
ccounting standards with particular emphasis on accounting for oil. PhD Thesis, The Univers
ity of Newcastle's Digital Repository.

Ibrahim, M.A.A., Stanton, P. and Rodrigs, M., 2014. Should Iraq Adopt IFRSs?. Internationa
I Journal of Trade, Economics and Finance, 5(6), p.541-550.

IFRS Foundation, 2021. IFRS - 1AS 1 Presentation of Financial Statements. [online] Ifrs.org.
Available at: <https://www.ifrs.org/issued-standards/list-of-standards/ias-1-presentation-of-fi
nancialstatements/#:~:text=An%20entity%20whose%20financial%20statements,the%20requi
rements%200f%20the%20Standards.> [Accessed 20 March 2022].

IFRS Foundation, 2021. IFRS - 1AS 16 Property, Plant and Equipment. [online] Ifrs.org. Avai
lable at: <https://www.ifrs.org/issued-standards/list-of-standards/ias-16-property-plant-and-eq
uipment/> [Accessed 18 March 2022].

181

—
| —



IFRS Foundation, 2021. IFRS - IAS 2 Inventories. [online] Ifrs.org. Available at: <https://ww
w.ifrs.org/issued-standards/list-of-standards/ias-2-inventories/> [Accessed 20 March 2022].

IFRS Foundation, 2021. IFRS - IFRS 13 Fair Value Measurement. [online] Ifrs.org. Available
at: <https://www.ifrs.org/issued-standards/list-of-standards/ifrs-13-fair-value-measurement/#:
~text=IFRS%?2013%20defines%20fair%20value%20as%20the%20price%20that%20would,
date%20(an%20exit%20price).> [Accessed 19 March 2022].

IFRS foundation, 2021. IFRS - IFRS Translations. [online] Ifrs.org. Available at: <https://ww
w.ifrs.org/issued-standards/ifrs-translations/#how-we-work> [Accessed 26 March 2022].

IFRS plan, 1., 2021. IFRS - IFRS Foundation work plan. [online] Ifrs.org. Available at: <https
:IlIwwwe.ifrs.org/projects/work-plan/#research-and-standard-setting> [Accessed 20 December
2021].

IFRS, 2018.1FRS - Who uses IFRS Standards?. [online] Ifrs.org. Available at:
<https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/> [Accessed
12 November 2018].

Inusah, N. and Dwommor, J.Y., 2017. IFRS Adoption in Ghana: The Dimensions of Challeng
es Firms Encounter. International Journal of Accounting and Financial Reporting, 7(2), pp.1
94-201.

lonascu, 1., lonascu, M. and Munteanu, L.,2011. Determinants and consequences of IFRS ado
ption: perspectives on the Romanian institutional factors. Audit Financier, 12, 33-41.

Igbal, M. Z.—Melcher, T.U. and Elmallah, A.A. 1997. International accounting: a global
perspective. International journal of accounting 33 (5) p.669-671.

Irvine, H. J. and Lucas N., 2006. The Globalization of Accounting Standards: The Case of the
United Arab Emirates. In Eastway, C (Ed.) Proceedings of the 3rd International Conference o
n Contemporary Business. Charles Sturt University, 219, pp. 1-24 http://ro.uow.edu.au/comm
papers/219 [Accessed 27 May 2016].

Irvine, H., 2008. The global institutionalization of financial reporting: The case of the United
Arab Emirates. In Accounting Forum, 32(2), pp. 125-142.

Ismail, W.A.W., Dunstan, K. and Van Zijl, T., 2010. Earnings quality and corporate governan
ce following the implementation of Malaysian code of corporate governance. In Journal of Co
ntemporary Accounting and Economics (JCAE) and Seoul National University (SNU) Joint Sy
mposium (pp. 1-40). The Hong Kong Polytechnic University.

Istrate, C., 2015. On the Translation in Romanian of IAS/IFRS. Procedia Economics and Fin
ance, 20, pp.308-315.

lyoha, F.O. and Faboyede, O.S., 2011. Adopting international financial reporting standards (I
FRS)-A focus on Nigeria. International journal of research in commerce and management, 2(
1). http://eprints.covenantuniversity.edu.ng/id/eprint/7210 [Accessed 05 April 2017].

Jamali, D. and Neville, B., 2011. Convergence Versus Divergence of CSR in Developing Cou
ntries: An Embedded Multi-Layered Institutional Lens. Journal of business ethics, 102(4), pp.
599-621. 10.1007/s10551-011-0830-0.

182

—
| —



Jeanjean, T., Lesage, C. and Stolowy, H., 2010. Why do you speak English (in your annual re
port)? The International journal of accounting education and research, 45(2), pp.200-223. 10
.1016/j.intacc.2010.04.003.

Jennings, D., Feiten, J. and Brock, H., 2000. Petroleum Accounting Principles, Procedures &
Issues. 5™ ed. Denton, Texas: Professional Development Institute.

Jermakowicz, E.K. and Gornik-Tomaszewski, S., 2006. Implementing IFRS from the perspec
tive of EU publicly traded companies. Journal of international accounting, auditing & taxatio
n, 15(2), pp.170-196. 10.1016/j.intaccaudtax.2006.08.003.

Jermakowicz, E.K., Reinstein, A. and Churyk, N.T., 2014. IFRS framework-based case study:
DaimlerChrysler — Adopting IFRS accounting policies. Journal of accounting education, 32(3
), pp.288-304. 10.1016/j.jaccedu.2014.06.002.

Ji, X.-D.and Lu, W., 2014. The value relevance and reliability of intangible assets: Evidence
from Australia before and after adopting IFRS. Asian review of accounting, 22(3), pp.182-216.

Johnston, D. and Johnston, D., 2006. Introduction to oil company financial analysis. Tulsa, O
kla: PennWell.

Jones, R., 2008. Libya: the essential guide to customs and culture. 1% ed. London: Kuperard.
Jonsson, S., (1996). Accounting for improvement. Elsevier.

Joshi, M., Yapa, P.W.S. and Kraal, D., 2016. IFRS adoption in ASEAN countries. Internation
al journal of managerial finance, 12(2), pp.211-240. 10.1108/1JMF-04-2014-0040.

Joshi, P.L. and Ramadhan, S., 2002. The adoption of international accounting standards by sm
all and closely held companies: evidence from Bahrain. The International journal of accounti
ng education and research, 37(4), pp.429-440.

Josiah M., Okoye A.E., Adediran O.A. and Samson, O., 2013. Accounting standards in Nigeri
a, the journey so far; Wudpecker Journals, Research Journal of Business Management and Ac
counting; 2(1), 1- 10.

Judge, W., Li, S. and Pinsker, R., 2010. National Adoption of International Accounting Stand
ards: An Institutional Perspective. Corporate governance : an international review, 18(3), pp.
161-174.10.1111/j.1467-8683.2010.00798.X.

Khaled, A., 2016. The Impact of Adoption International Financial Reporting Standards in the
Developing Countries (Study on the State of Libya). International Academic Journal of Acco
unting and Financial Management, 3(3), pp.11-23.

Khanagha, J.B., 2011. Value relevance of accounting information in the United Arab
Emirates. International Journal of Economics and Financial Issues, 1(2), pp.33-45.

Khlif, H. and Hussainey, K., 2016. The association between risk disclosure and firm character
istics: a meta-analysis. Journal of risk research, 19(2), pp.181-211. 10.1080/13669877.2014.
961514.

Kikuya, M., 2001. International harmonization of Japanese accounting standards. Accounting,
business & financial history, 11(3), pp.349-368. 10.1080/09585200126623.

183

—
| —



Kilani, K.A., 1988. The evolution and status of accounting in Libya. PhD Thesis, University o
f Hull.

Kim, J.-B. and Shi, H., 2012. IFRS reporting, firm-specific information flows, and institutiona
I environments: international evidence. Review of accounting studies, 17(3), pp.474-517. 10.1
007/s11142-012-9190-y.

Klaver, K., 2008. Accounting for Acquisition of Oil and Gas Properties. Natural Gas, 2(8), pp
.14-19.

Kleppe, T.S. and Liesenfeld, R., 2014. Efficient importance sampling in mixture frameworks
. Computational statistics & data analysis, 76, pp.449—463. 10.1016/j.csda.2013.01.025.

Kolsi, M. and Zehri, F., 2013. The determinants of IAS/IFRS adoption by emergent countries.
In Working paper, Emirates College of Technology, Abu Dhabi.

Koning, M., Mertens, G. and Roosenboom, P., 2018. Drivers of institutional change around th
e world: The case of IFRS. Journal of international business studies, 49(3), pp.249-271. 10.1
057/s41267-017-0123-7.

Kosonboon, L.D., 2004. The relevance of international accounting standards for developing ¢
ountries : the case of IAS 41 in Thailand. PhD thesis, University of Strathclyde.

Kostova, T. and Roth, K., 2002. Adoption of an Organizational Practice by Subsidiaries of M
ultinational Corporations: Institutional and Relational Effects. Academy of Management journ
al, 45(1), pp.215-233. 10.2307/3069293.

Krzywda, D., Bailey, D.and Schroeder, M., 1995. A theory of European accounting
development applied to accounting change in contemporary Poland. The European accounting
review, 4(4), pp.625-657.

Kumar, R., 2019. Research methodology: a step-by-step guide for beginners. 5" ed. London:
SAGE Publications Ltd.

Kurauone, O., Kong, Y., Sun, H., Muzamhindo, S., Famba, T. and Taghizadeh-Hesary, F., 20
21. The effects of International Financial Reporting Standards, auditing and legal enforcemen
t on tax evasion: Evidence from 37 African countries. Global finance journal, 49, p.100561-.
10.1016/j.9f}.2020.100561.

La Porta, R., Lopez-De-Silanes, F. and Shleifer, A., 1999. Corporate Ownership Around the
World. The Journal of finance (New York), 54(2), pp.471-517. 10.1111/0022-1082.00115.

Laga, M., 2013. Obstacles of adoption and implementation of IFRS in Libya. European journ
al of business and economics, 8(1). 10.12955/ejbe.v8i1.124.

Lahmar, A.T. and Ali, A., 2017. Factors influencing International Financial Reporting Standa
rds (IFRS) adoption in Libya. Global Journal of Accounting and Finance, 1, 18-32.

Landsman, W.R., Maydew, E.L. and Thornock, J.R., 2012. The information content of annual
earnings announcements and mandatory adoption of IFRS. Journal of accounting & economic
s, 53(1-2), pp.34-54. 10.1016/j.jacceco.2011.04.002.

Lang, M.H., Maffett, M.G. and Owens, E., 2010. Earnings comovement and accounting comp
arability: The effects of mandatory IFRS adoption. Working paper, University of North Carol
ina.

184

—
| —



Larson, R.K. and Kenny, S.Y., 1995. An Empirical Analysis of International Accounting Stan
dards, Equity Markets, and Economic Growth in Developing Countries. Journal of internatio
nal financial management & accounting, 6(2), pp.130-157. 10.1111/j.1467-646X.1995.tb000
94 .X.

Larson, R.K., 1993. International accounting standards and economic growth: An empirical in
vestigation of their relationship in Africa. Research in accounting in emerging economies, 2, p
27-43.

Larsson, M., 2012. The Business of Global Energy Transformation: Saving Billions Through
Sustainable Models. Palgrave Macmillan.

Lasmin, R., 2011. An institutional perspective on international financial reporting standards a
doption in developing countries. Academy of Accounting and Financial Studies journal, 15(2)
, pp61-71.

Lasmin, R., 2012. Culture and the globalization of the international financial reporting standar
ds (IFRS) in developing countries. Journal of international business research, 11(2), p.31-44

Latridis, G., 2010. IFRS Adoption and Financial Statement Effects: The UK Case. Internation
al Research Journal of Finance and Economics,38, pp.165-172. 10.1111/j.1467-646X.2010.

Lavrakas, P.J., 2008. Encyclopedia of Survey Research Methods. Thousand Oaks: SAGE Publ
ications. 10.4135/9781412963947.

Leuz, C. and Woysocki, P.D., 2016. The Economics of Disclosure and Financial Reporting
Regulation: Evidence and Suggestions for Future Research. Journal of accounting research.
[Online], 54(2), pp.525-622.
https://llr.primo.exlibrisgroup.com/permalink/44NTU_INST/eii820/cdi_proquest_miscellane
ous_ 1878783112 [Accessed 01 June 2020].

Leuz, C. and Verrecchia, R.E., 2000. The Economic Consequences of Increased Disclosure. J
ournal of accounting research, 38(SUPP), p.91-124. 10.2307/2672910.

Leuz, C., 2013. Proper inferences or a market for excuses? The Capital-Market
Effects of Mandatory IFRS Adoption). Available at: https://ssrn.com/abstract=2319475 or http
://dx.doi.org/10.2139/ssrn.2319475. [Accessed 18 March 2018].

Leuz, C., Nanda, D. and Wysocki, P.D., 2003. Earnings management and investor protection:
an international comparison. Journal of financial economics, 69(3), pp.505-527. 10.1016/S03
04-405X(03)00121-1.

Li, S., 2010. Does Mandatory Adoption of International Financial Reporting Standards in the
European Union Reduce the Cost of Equity Capital? The Accounting review, 85(2), pp.607-6
36. 10.2308/accr.2010.85.2.607.

Li, X. and Yang, H.I., 2016. Mandatory Financial Reporting and Voluntary Disclosure: The E
ffect of Mandatory IFRS Adoption on Management Forecasts. The Accounting review, 91(3),
pp.933-953. 10.2308/accr-51296.

Li, X., 2015. Accounting Conservatism and the Cost of Capital: An International Analysis. Jo
urnal of business finance & accounting, 42(5-6), pp.555-582. 10.1111/jbfa.12121.

185

—
| —



Liao, Q., Sellhorn, T. and Skaife, H.A., 2012. The Cross-Country Comparability of IFRS Ear
nings and Book Values: Evidence from France and Germany. Journal of international accoun
ting research, 11(1), pp.155-184. 10.2308/jiar-10215.

Libyan State, Law No. 25 of 1955 (Petroleum Law). April 1955.
Lincoln, Y.S. and Guba, E.G., 1985. Naturalistic inquiry. London: Sage Publication.

Linvill, D., 2013. Higher education and Libya’s future. Harvard international review, pp.243-
249.

Lourenco, I.C., Sarquis, R., Branco, M.C. and Pais, C., 2015. Extending the Classification of
European Countries by their IFRS Practices: A Research Note. Accounting in Europe, 12(2), p
p.223-232. 10.1080/17449480.2015.1111520.

Lucchese, M. and Carlo, F.D., 2020. Inventories Accounting under US-GAAP and IFRS Stan
dards: The Differences That Hinder the Full Convergence. International journal of business a
nd management, 15(7), p.180—. 10.5539/ijbm.v15n7p180.

Luther, R., 1996. The development of accounting regulation in the extractive industries: an int
ernational review. The International journal of accounting education and research, 31(1), pp.
67-94.

Madawaki, A., 2012. Adoption of International Financial Reporting Standards in Developing
Countries: The Case of Nigeria. International journal of business and management, 7(3). 10.5
539/ijbm.v7n3p152.

Majeed, M.A., Zhang, X., Wang, Z., 2017. Product market competition, regulatory changes,
ownership structure and accounting conservatism. Chinese management studies, 11(4),
pp.658-688.

Mala, R. and Chand, P., 2012. Effect of the global financial crisis on accounting convergence
. Accounting and finance (Parkville), 52(1), pp.21-46. 10.1111/].1467-629X.2011.00418.x.

Mande, B., 2014. Emerging Nations and Financial Reporting Complex: A case for IFRS adop
tion in Nigeria. Journal of finance, accounting, and management, 5(2), p.1-23.

Manganaris, P., Spathis, C. and Dasilas, A., 2015. The effects of mandatory IFRS adoption an
d conditional conservatism on European bank values. Journal of international accounting, au
diting & taxation, 24, pp.72-81. 10.1016/j.intaccaudtax.2015.02.004.

Mangel, M., 2006. Commentary: accounting for uncertainty in marine reserve design. Ecolog
y letters, 9(1), pp.11-12. 10.1111/j.1461-0248.2005.00852.x.

Marshall, G., 2005. The purpose, design and administration of a questionnaire for data collect
ion. Radiography (London, England. 1995), 11(2), pp.131-136. 10.1016/j.radi.2004.09.002.

Mashayekhi, B. and Mashayekh, S., 2008. Development of accounting in Iran. The Internatio
nal journal of accounting education and research, 43(1), pp.66-86. 10.1016/j.intacc.2008.01.
004.

Masoud, N., 2014. Libya's IAS/IFRS adoption and accounting quality: what lessons from the
European Union experience. International journal of accounting and financial reporting, 4(1)
, p-118.

186

—
| —



Masoud, N., 2014A. Accounting, FRQ, Emerging Countries Transition: How can a Country |
mplement an IFRS Standard Change Successfully?. Global Journal of Management and Busi
ness Research,8, P12-123.

Masoud, N., 2016. The development of accounting regulation in the Libyan region countries i
n Africa. Development, 7(12), pp.45-54.

Maxwell, J.A., 2012. Qualitative research design: An interactive approach. 3% ed. United Sta
te: Sage publications.

May, T., 1997. Social Research: Issues, methods and Process. 2" ed. Buckingham: Open Uni
versity Press.

May, T., 2001. Social Research: Issues, Methods and Process. 3" ed. Maidenhead: Open Uni
versity Press.

Meeks, G. and Swann, G.M.P., 2009. Accounting standards and the economics of standards. A
ccounting and business research, 39(3), pp.191-210. 10.1080/00014788.2009.9663360.

Meyer, J.W. and Rowan, B., 1977. Institutionalized organizations: Formal structure as myth a
nd ceremony. American journal of sociology, 83(2), pp.340-363.

Mgbame, C.J., Donwa, P.A. and Agbonkpolor, O.R., 2015. International financial reporting st
andards (IFRS) and financial reporting implications. International Journal of Multidisciplinar
y Research and Development, 2(10), pp.50-55.

Mir, M. and Rahaman, A., 2005. The adoption of international accounting standards in Bangl
adesh: An exploration of rationale and process. Accounting, auditing, & accountability, 18(6),
pp.816-841. 10.1108/09513570510627720.

Mohn, K. and Misund, B., 2009. Investment and uncertainty in the international oil and gas in
dustry. Energy economics, 31(2), pp.240-248. 10.1016/j.eneco.2008.10.001.

Moll, J., Burns, J. and Major, M., 2006. Institutional theory. Methodological issues in account
ing research: theories, methods and issues. London: Spiramus, 183-205.

Montani, D., Gervasio, D., Pulcini, A. and Marchesi, C., 2021. Accounting Harmonisation
through 1AS/IFRS and Internationalisation: Evidence from FDIs and Cross-Border M&A.
Accounting and Finance research. [online]. Available via: http://hdl.handle.net/10446/187291
[Accessed 26 January 2022].

Moscariello, N., Skerratt, L. and Pizzo, M., 2014. Mandatory IFRS adoption and the cost of d
ebt in Italy and UK. Accounting and business research, 44(1), pp.63-82. 10.1080/00014788.2
013.867402.

Mufid, A., 2019. Adoption of advanced Management Accounting Practices in Gulf Cooperati
on Council countries: insights from institutional theory analysis. PhD Thesis, University of S
alford.

Mwaura, M.F. and Nyaboga, A.B., 2009. International financial accounting standards and the
continent of Africa. The international business & economics research journal, 8(3),pp.33-46.

Nadia, A. and Catalin, A., 2014. Improving Corporate Governance in Emerging Economies—a
n Analysis of The Implications on The Accountants’ Roles and Competencies. the annals of t
he university of ORADEA, 1, p.846-852.

187

—
| —


http://hdl.handle.net/10446/187291

Naoum, S.G., 2012. Dissertation Research and Writing for Construction Students. Abingdon,
Oxon: CRC Press. 10.4324/9780203720561.

Neuman, L. W., 2000. Social Research Methods: Qualitative and Quantitative Approaches. 4'
hed. USA: Allyn and Bacon.

Nnadi, M., 2012. International financial reporting standards (IFRS) adoption in Africa: The i
nfluence of Anglo Neo-colonialism. Working Paper). Cardiff University.

Nobes, C. and Parker R. H. (2006). Comparative international accounting. 9" ed. New York:
Financial Times.

Nobes, C., 1998. Towards a General Model of the Reasons for International Differences in
Financial Reporting. Abacus (Sydney), 34(2), pp.162—-187. 10.1111/1467-6281.00028.

Nobes, C., Parker, R.B. and Parker, R.H., 2008. Comparative international accounting.
Pearson Education.

Nobes, C.W., 1990. Compliance by US corporations with IASC standards. The British accoun
ting review, 22(1), pp.41-49. 10.1016/0890-8389(90)90114-W.

Nobes, P. C. and Parker, R. B., 2010. Comparative International Accounting. 11" ed. Pearson
Education UK.

Nobes, P. C. and Parker, R. B., 2020. Comparative international accounting 14th ed., Harlow,
England: Pearson.

Noél, C., Ayayi, A.G. and Blum, V., 2010. The European Union’s accounting policy analyzed
from an ethical perspective: The case of petroleum resources, prospecting and evaluation. Cri
tical perspectives on accounting, 21(4), pp.329-341. 10.1016/j.cpa.2009.11.009.

Nudzor, H.P., 2009. A critical commentary on combined methods approach to researching ed
ucational and social issues. Issues in Educational Research, 19(2), pp.114-127.

Nulla, Y.M., 2014. Does IFRS Adoption Influence Financial Reporting?: An Empirical Study
on Financial Institutions. Journal of business and management, 20(1), p.67—. 10.6347/JBM.20
1401 20(1).0004.

Nurunnabi, M., 2015. The impact of cultural factors on the implementation of global accounti
ng standards (IFRS) in a developing country. Advances in accounting, 31(1), pp.136-149. 10.
1016/j.adiac.2015.03.015.

Nurunnabi, M., 2015A. Tensions between politico-institutional factors and accounting regulat
ion in a developing economy: insights from institutional theory. Business ethics (Oxford, Engl
and), 24(4), pp.398-424. 10.1111/beer.12089.

Nurunnabi, M., 2017A. Auditors’ perceptions of the implementation of International Financia
I Reporting Standards (IFRS) in a developing country. Journal of accounting in emerging eco
nomies, 7(1), pp.108-133. 10.1108/JAEE-02-2015-0009.

Nurunnabi, M., 2017B. IFRS and Saudi accounting standards: a critical investigation. Interna
tional journal of disclosure and governance, 14(3), pp.191-206. 10.1057/s41310-017-0020-0

188

—
| —



Nurunnabi, M., 2018. Perceived costs and benefits of IFRS adoption in Saudi Arabia: An expl
oratory study. Research in accounting regulation, 30(2), pp.166-175. 10.1016/j.racreg.2018.0
9.001.

Nurunnabi, M., 2021. International Financial Reporting Standards Implementation: A Global
Experience. 1% ed. UK: Emerald Group Publishing.

Obeidi, A. S. M., 2001. Political Culture in Libya. 1% ed. Great Britain: Curzon Press.

Odia, J.O. and Ogiedu, K.O., 2013. IFRS Adoption: Issues, Challenges and Lessons for Niger
ia and other Adopters. Mediterranean journal of social sciences. 10.5901/mjss.2013.v4n3p38
9.

Ogbenjuwa, E.I., 2016. Implementation of International Financial Reporting Standards by Li
sted Companies in Nigeria. ProQuest Dissertations Publishing. PhD thesis, Walden Universit

y.
Oliver, C., 1997. The Influence of Institutional and Task Environment Relationships on Organ

izational Performance: The Canadian Construction Industry. Journal of management studies,
34(1), pp.99-124. 10.1111/1467-6486.00044

Oliverio, M.E., 2000. The new structure for International Accounting Standards. The CPA jou
rnal (1975), 70(5), p.20-27.

OPEC, 2014. Libya Facts and Figures. Available at:http://www.opec.org/opec_web/en/about
us/166.htm[Accessed 27 August 2016].

OpenOQil., 2012. Case studies: Libya. Available at: https://openoil.net/case-studies-libya/[Acc
essed 20 August 2016].

Osemeke, L. and Adegbite, E., 2016. Regulatory Multiplicity and Conflict: Towards a Combi
ned Code on Corporate Governance in Nigeria. Journal of business ethics, 133(3), pp.431-45
1. 10.1007/s10551-014-2405-3.

Othman, H. and Kossentini, A., 2015. IFRS adoption strategies and theories of economic deve
lopment: Effects on the development of emerging stock markets. Journal of accounting in em
erging economies, 5(1), pp.70-121. 10.1108/JAEE-02-2012-0006.

Otman, W.A. and Bunter, M., 2005. The Libyan Petroleum Industry in the Twenty-first Centu
ry: The Upstream, Midstream, and Downstream Handbook. Limbach: Alexander's Gas & Oil
Connections.

Otman, W.A., 2006. Libya: Petroleum Taxation Risk for I0Cs. Oil, Gas & Energy Law, 4(4).
URL: www.ogel.org/article.asp?key=2241[ Accessed 20 August 2016].

Outa, E.R., 2013. IFRS Adoption Around the World: Has It Worked? The Journal of corporate
accounting & finance. [Online], 24(6), pp.35-43.
https://lIr.primo.exlibrisgroup.com/permalink/44NTU_INST/eii820/cdi_proquest_reports_14
40344860 [Accessed 17 March 2018].

Owolabi, A. and lyoha, F.O., 2012. Adopting international financial reporting standards (IFR
S) in Africa: Benefits, prospects and challenges. African Journal of Accounting, Auditing and
Finance, 1(1), pp.77-86.

Palea, V., 2013. IAS/IFRS and financial reporting quality:Lessons from the European experie
nce. China journal of accounting research, 6(4), pp.247—-263. 10.1016/j.cjar.2013.08.003.

189

—
| —


http://www.opec.org/opec_web/en/about_us/166.htm
http://www.opec.org/opec_web/en/about_us/166.htm
https://openoil.net/case-studies-libya/

Papadamou, S. and Tzivinikos, T., 2013. The risk relevance of International Financial Reporti
ng Standards: Evidence from Greek banks. International review of financial analysis, 27, pp.4
3-54.10.1016/j.irfa.2012.09.006.

Parker, R.H., 2016. Thirteen not out: Nobes and Parker, ‘Comparative International Accounti
ng’, 1981-2016. Accounting history, 21(4), pp.512-521. 10.1177/1032373216661363.

Pathak, A. and Intratat, C., 2012. Use of Semi-Structured Interviews to Investigate Teacher Pe
rceptions of Student Collaboration. Malaysian Journal of ELT Research, 8(1), p.1-10.

Patton, M., 2002. Qualitative research and evaluation methods. 3" ed. Thousand Oaks, Calif.
: Sage Publications.

Pereira, E.G., Stanescu, C.G., Zulhafiz, W.M., Caldas Feres, F.R., Otman, W.A,, Failat, Y.A.
and Koenck, A., 2020. Host Granting Instrument Models: Why Do They Matter and for Who
m. ONE J, 6, p.23.

Perera, H. and Baydoun, N., 2007. Convergence with International Financial Reporting Stand
ards: The Case of Indonesia. In: Advances in international accounting. pp. 201-224. 10.1016/
S0897-3660(07)20007-8.

Perera, M.H.., 1989. Accounting in developing countries: A case for localised uniformity. The
British accounting review, 21(2), pp.141-157. 10.1016/0890-8389(89)90193-5.

Phan, D.H.T. and Mascitelli, B., 2014. Optimal approach and timeline for IFRS adoption in V
ietnam: Perceptions from accounting professionals. Research in accounting regulation, 26(2),
pp.222-229. 10.1016/j.racreg.2014.09.010.

Pongsiri, N., 2004. Partnerships in oil and gas production-sharing contracts. The International
journal of public sector management, 17(5), pp.431-442. 10.1108/09513550410546606.
Porter, M., 2006. Libya at the dawn of a new era: improving competitiveness in the global eco
nomy. General Council of Planning.

Prather-Kinsey, J. and Meek, G.K., 2004. The effect of revised IAS 14 on segment reporting b
y IAS companies. The European accounting review, 13(2), pp.213-234. 10.1080/0963818032
000138206.

Pribowo, H., Fidiana, F. and Suryono, B., 2021. Trinity: Accounting education from a Christian
perspective. Jurnal ekonomi dan bisnis (Salatiga). [Online], 24(2), pp.379-398.
DOI: https://doi.org/10.24914/jeb.v24i2.3995[Accessed 01 December 2021].

Pricope, C.F., 2015. An institutional analysis of IFRS adoption in poor jurisdictions. Internati
onal Journal of Economics and Management Engineering, 9(11), pp.3771-3778. (DOI): doi.o
rg/10.5281/zen0do.1109655[Accessed 01 December 2020].

Rahman, A., Perera, H. and Ganesh, S., 2002. Accounting Practice Harmony, Accounting Reg
ulation and Firm Characteristics. Abacus (Sydney), 38(1), pp.46—77. 10.1111/1467-6281.0009
7.

Ramanna, K. and Sletten, E., 2009. Why do countries adopt international financial reporting s
tandards? Harvard Business School Accounting & Management Unit Working Paper, (09-102

).

190

—
| —


https://doi.org/10.24914/jeb.v24i2.3995
https://doi.org/10.5281/zenodo.1109655
https://doi.org/10.5281/zenodo.1109655

Richard, J. and Rambaud, A. (2021). Capital in the History of Accounting and Economic
Thought: ~ Capitalism,  Ecology, and  Democracy (1st ed.). Routledge.
https://doi.org/10.4324/9781003194125 [Accessed 01 December 2021].

Ritsumeikan, L., 2012. Culture and the globalization of the international financial reporting st
andards (IFRS) in developing countries. Journal of international business research, 11(S2), p
.31-44,

Robson, C. and McCartan, K., 2016. Real world research: a resource for users of social resea
rch methods in applied settings 4" ed. Wiley.

Rodrigues, L.L. and Craig, R., 2007. Assessing international accounting harmonization using
Hegelian dialectic, isomorphism and Foucault. Critical perspectives on accounting, 18(6), pp.
739-757. 10.1016/j.cpa.2006.02.007.

Rose, R. and Peiffer, C., 2019. Bad governance and corruption. Springer.

Ross, S.A., 1979. Disclosure regulation in financial markets: Implications of modern finance
theory and signaling theory. Issues in financial regulation, 5(1979), pp.177-202.

Rostami, A. and Hasanzadeh, M., 2016. Iranian GAAP and IFRS: the history and current statu
s of the IAS/IFRS convergence process in Iran. International Journal of Finance and Manage
rial Accounting, 1 (3), 55-66.

Saad, 1.M.O., 2015. The role of organisational culture on cognitive learning styles in libyan u
niversities. PhD Thesis, University of Huddersfield.

Saleh, M., 2001. Accounting information discourse and accountability: cases from Libya. Ph
D Thesis, Sheffield Hallam University.

Salter, S.B. and Doupnik, T.S., 1992. The relationship between legal systems and accounting
practices: A classification exercise. Advances in International Accounting, 5(1), pp.3-22.

Salter, S.B. and Niswander, F., 1995. Cultural influence on the development of accounting sy
stems internationally: A test of Gray's [1988] theory. Journal of international business studies
, 26(2), pp.379-397.

Sarantakos, S.,1998. Working with social research. 2" ed. Australia, South Yarra: Macmillan
Education.

Saunders, M., Lewis, P. and Thornhill, A., 2007. Research Methods for Business Students. 4"
ed. Harlow: Pearson Education, Limited.

Saunders, M., Lewis, P. and Thornhill, A., 2009. Research Methods for Business Students. 51
ed. Harlow: Pearson Education, Limited.

Saunders, M., Lewis, P. and Thornhill, A., 2016. Research Methods for Business Students. 7"
ed. Harlow: Pearson Education, Limited.

Saunders, M., Lewis, P. and Thornhill, A., 2019. Research Methods for Business Students. 8"
ed. Harlow: Pearson Education, Limited.

Saunders, M.N.K. and Lewis, P., 2012. Doing research in business and management: an esse
ntial guide to planning your project. Harlow: Pearson Education.

191

—
| —


https://doi.org/10.4324/9781003194125

Sawani, A., 2009. The changing accounting environment: international accounting standards
and US implementation. Journal of Finance and Accountancy, 1, p.1-9.

Scott, W.R., 2013. Institutions and organizations: ideas, interests, and identities. 14" ed. Sag
e Publications.

Sekaran, U. and Bougie, R., 2016. Research methods for business: A skill building approach.
7" ed. Chichester, West Sussex: Wiley.

Sellami, Y.M. and Gafsi, Y., 2019. Institutional and Economic Factors Affecting the Adoptio
n of International Public Sector Accounting Standards. International journal of public admini
stration, 42(2), pp.119-131. 10.1080/01900692.2017.1405444.

Sercemeli, M., 2016. A research about adoption of international financial reporting standard
on G20 countries. International journal of human sciences, 13(3), p.6185-6203.

Shareia, B.F., 2014. The Libyan accounting profession. World Academy of Science, Engineeri
ng and Technology, International Journal of Economics and Management Engineering, 8(12)
p.3456-3464.

Shareia, B.F., 2016. The present role of accounting information system in meeting the develo
pment need: The case of Libya. International Journal of Business, Humanities and Technolog
y, 6(2), pp.17-28.

Sharif, I. (2006) The Requirements of the Development of Accounting Profession In: The First
Conference of Accounting, Tripoli - Libya.

Shima, K.M. and Yang, D.C., 2012. Factors Affecting the Adoption of IFRS. International Jo
urnal of Business, 17(3), pp. 276-298.

Shortridge, R.T. and Myring, M., 2004. Defining principles-based accounting standards. The
CPA journal (1975), 74(8), p.34-50.

Silverman, D., 2013. Doing qualitative research: a practical handbook. 4™ ed. New York: Sa
ge Publications.

Skotarczyk, M. A. (2011). The Effect of Culture on the Implementation of International
Financial Reporting Standards. Working Paper, Available at
http://scholarship.claremont.edu/cmc_theses/165 [Accessed 01 March 2017].

Skotarczyk, M.A., 2011. The effect of culture on the implementation of International Financia
| Reporting Standards. Senior Theses. Paper 165. Available at: https://scholarship.claremont.
edu/cmc_theses/165. [Accessed 1 December 2017].

Slaheddine, T. and Fakhfakh, H., 2017. Impact of 2008 financial crisis on earnings quality: IF
RS and US GAAP differential case of France and United States. International Journal of Acc
ounting Research, 5(02), pp.155-163.

Smith, M., 2018. Luca Pacioli: The Father of Accounting. Available at SSRN: https://ssrn.com
[abstract=2320658[ Accessed 01 December 2020].

Sratee, H., 2002. Factors that are Delaying Issuing Financial Reports: Applied Study within t
he Libyan industrial companies, Masters, Academy of High Studies, Tripoli- Libya.

192

—
| —


http://scholarship.claremont.edu/cmc_theses/165
https://ssrn.com/abstract=2320658
https://ssrn.com/abstract=2320658

Sucher, P. and Alexander, D., 2004. The preparation of IAS financial statements: a case study
in a transitional economy. Research in Accounting in Emerging Economies, 2, pp.117-148.

Sulaiman, M., 2003. The influence of riba and zakat on Islamic accounting. Indonesian Mana
gement and Accounting Review, 2(2), pp.149-167.

Sunder, S., 2011. IFRS monopoly: the Pied Piper of financial reporting. Accounting and busin
ess research, 41(3), pp.291-306. 10.1080/00014788.2011.569055.

Suwaed, H.H.K.M., 2011. Teachers’ cognition and classroom teaching practice : an investiga
tion of teaching English writing at the university level in Libya. PhD thesis, University of Gla
sgow.

Tan, A., Chatterjee, B., Wise, V. and Hossain, M., 2016. An Investigation into the Potential A
doption of International Financial Reporting Standards in the United States: Implications and
Implementation. Australian accounting review, 26(1), pp.45-65. 10.1111/auar.12081.

Tarca, A., 2004. International Convergence of Accounting Practices: Choosing between IAS a
nd US GAAP. Journal of international financial management & accounting, 15(1), pp.60-91.
10.1111/j.1467-646X.2004.00102.x.

Tarca, A., Morris, R.D. and Moy, M., 2013. An Investigation of the Relationship between Us
e of International Accounting Standards and Source of Company Finance in Germany. Abacu
s (Sydney), 49(1), pp.74-98. 10.1111/j.1467-6281.2012.00373.x.

Taylor, D.W., 2009. Costs-benefits of adoption of IFRSs in countries with different harmoniz
ation histories. Asian review of accounting, 17(1), pp.40-58. 10.1108/13217340910956504.

Thompson, S. C. (2016). Accounting for a Developing World: A Look at International Standa
rds on Developing Countries. The University of Tennessee Honors Thesis Projects. Available
Online at http://trace.tennessee.edu/utk_chanhonoproj/1986 [Accessed 27 May 2017].

Traistaru D., (2014). The Application of International Financial Reporting Standards in Roma
nia: Advantages and Main Problems. Management Strategies Journal, 26(4), 271 -277.

Trimble, M., 2017. The Historical and Current Status of IFRS Adoption around the World.
University of Mannheim, pp.1-56.

Triyuwono, I., Sukoharsono, E. G. and Djamhuri, A., 2015. The Hegemony of International |
nterests on IFRS Adoption in Indonesia: An Accounting Ecology Perspective. Procedia, socia
| and behavioral sciences, 211, pp.104-110. 10.1016/j.sbspro.2015.11.016.

Tsang, K.K., 2013. Methodological ontology. Scientific Journal of Review, 2(5), pp.128-130.

Tsoligkas, F. and Tsalavoutas, 1., 2011. Value relevance of R&D in the UK after IFRS manda
tory implementation. Applied financial economics, 21(13), pp.957-967. 10.1080/09603107.20
11.556588.

Tyrrall, D., Woodward, D. and Rakhimbekova, A., 2007. The relevance of international finan
cial reporting standards to a developing country: evidence from Kazakhstan. The Internationa
| journal of accounting education and research, 42(1), pp.82-110. 10.1016/j.intacc.2006.12.0
04.

193

—
| —


http://trace.tennessee.edu/utk_chanhonoproj/1986

UN. 2019. Population Forecast: Libya. Available at: http://data.un.org/Data.aspx?q=Ilibya&d=
PopDiv&f=variablelD%3a12%3bcrID%3a434[Accessed 21 December 2019].

Uprichard, E., 2013. Sampling: bridging probability and non-probability designs. Internationa
| journal of social research methodology, 16(1), pp.1-11. 10.1080/13645579.2011.633391.

Vandewalle, D., 1998. Libya Since Independence: Oil and State-Building, London: Cornell U
niversity Press.

Verrecchia, R.E., 2001. Essays on disclosure. Journal of accounting & economics, 32(1), pp.9
7-180. 10.1016/S0165-4101(01)00025-8.

Vitalone, J., 2016. Accounting For Differences in Oil and Gas Accounting. Investopedia. [onl
ine] Available at: http://www.investopedia.com/articles/fundamental-analysis/08/oil-gas.asp [
Accessed 17 May 2021].

Wadesango, N. and Ncube, C., 2020. Impact of quality of financial reporting on decision-mak
ing in state universities in Zimbabwe. Journal of Nation-Building and Policy Studies, 4(1), pp
.97-119. 10.31920/2516-3132/2020/v4n1ab5.

Wallace, J. and Wilkinson, B. eds., 2004. Doing business with Libya. Kogan Page Publishers.

Wallace, R. S. O. (1990). Accounting in developing countries: a review of the literature. Rese
arch in Third World Accounting, Vol.1, pp. 3-54.

Walton, P. and Aerts, W., 2009. Global financial accounting and reporting: principles and a
nalysis. 2nd ed. Andover, Hampshire: Cengage Learning.

Watkins, M.W., 2021. A Step-by-Step Guide to Exploratory Factor Analysis with SPSS. Routl
edge.

Weaver, L., 2014. Managing the Transition to IFRS-Based Financial Reporting: A Practical
Guide to Planning and Implementing a Transition to IFRS or National GAAP 1st ed. New Yo
rk: John Wiley & Sons, Incorporated.

Whittington, G., 2005. The adoption of International Accounting Standards in the European U
nion. The European accounting review, 14(1), pp.127-153. 10.1080/0963818042000338022.

Wingard, C., Bosman, J.and Amisi, B., 2016. The legitimacy of IFRS An assessment of the
influences on the due process of standard-setting. Meditari Accountancy Research, 24(1),
pp.134-156.

Wong, P., 2004. Challenges and Successes in Implementing International Standards: Achievi
ng Convergence to IFRSs and ISAs: The Wong Report. International Federation of Accountan
ts (IFAC).

World Bank, 2019. Least developed countries: UN classification | Data [online]. Available at
. https://data.worldbank.org/region/least-developed-countries:-un-classification [Accessed 07
December 2019].

World Bank,. 2021. Country at a Glance, Libya. Available at: http://sdwebx.worldbank.org/cl
imateportalb/home.cfm?page=country_profile&CCode=LBY [Accessed 14 December 2021].

World, oil. 2021. | World Qil Online. [online] Available at: <https://www.worldoil.com/searc
h-results?g=libya> [Accessed 02 December 2021].

194

—
| —



WorldFactBook. 2020. Country Report: Libya. Available at: https://cia.gov/the-worldfactboo
k/countries/libya/[Accessed 02 December 2021].

Worldometers. 2021. Libya: Demographics. Available at: https://www.worldometers.info/wor
Id-population/libya-population [Accessed 02 December 2021].

Wright, C.J. and Gallun, R.A., 2008. Fundamentals of Oil and Gas Accounting. Tulsa, Oklah
oma, Estados Unidos: PennWell Corporation.

Wright, J., 1982. Libya: A Modem History. London: Croom Helm.

Yapa, P.W.S. 2003. Accounting education and training in ASEAN: The western influence and
the experience of Singapore, Malaysia, Indonesia and Brunei Darussalam. Research in accoun
ting in emerging economies, 5, pp.267-292. 10.1016/S1058-1995(03)05016-3.

Yin, R.K., 2012. Applications of case study research.3" ed. London: Sage Publications.

Yosra,M, S. and Hela, B.F. 2017. The effect of audit committee characteristics on compliance
with IFRS for related party disclosures: Evidence from South Africa. Managerial auditing
journal, 32(6), pp.603-626.

Yu, X., 2006. Lobbying Activity on International Accounting Standards: An examination of |
obbying behaviour on macro hedging treatment. Master's dissertation, University of Nottingh
am, UK.

Zakari, M., 2014. Challenges of international financial reporting standards (IFRS) adoption in
Libya. International Journal of Accounting and Financial Reporting, 4(2), pp.390-412. ISSN,
pp.2162-3082.

Zeghal, D. and Mhedhbi, K., 2006. An analysis of the factors affecting the adoption of interna
tional accounting standards by developing countries. The International journal of accounting
education and research, 41(4), pp.373-386. 10.1016/j.intacc.2006.09.0009.

Zehri, C. and Abdelbaki, A., 2013. Does adoption of international accounting standards
promote economic growth in developing countries. International Open Journal of
Economics, 1(1), pp.1-13.

Zehri, F. and Chouaibi, J., 2013. Adoption determinants of the International Accounting
Standards IAS/IFRS by the developing countries. Journal of Economics, Finance and
Administrative Science, 18(35), pp.56-62.

195

—
| —


https://cia.gov/the-worldfactbook/countries/libya/
https://cia.gov/the-worldfactbook/countries/libya/
https://www.worldometers.info/world-population/libya-population
https://www.worldometers.info/world-population/libya-population

Appendix 1

Projects undergoing:

Type Project Next Expected Open for Related
milestone date comment Standard
RP Business Discussion | January - IFRS 3
Combinations under | Paper 2022
Common Control Feedback
'8P | Disclosure Exposure | Q2 2022
Initiative— Draft
Subsidiaries without | Feedback Exposure Draft
Public Submit letter
Accountability: by: 31/01/22
Disclosures
'SP | Disclosure Exposure | Q2 2022 IAS 1
Initiative—Targeted | Draft IAS 19
Standards-level Feedback Exposure Draft | |FRS 13
Review of Submit letter
Disclosures by: 12/01/22
RP Dynamic Risk Decide Q2 2022 - IFRS 9
Management Project
Direction
RP Equity Method Decide Q1 2022 - IAS 28
Project
Direction
RP Extractive Activities | Decide H2 2022 - IFRS 6
Project
Direction
'8P | Financial Exposure | - - Conceptual
Instruments with Draft Framework
Characteristics of IAS 32
Equity IFRS 9
RP Goodwill and Decide H2 2022 - IFRS 3
Impairment Project IAS 36
Direction
SP | Management Exposure | Q12022 |- Practice
Commentary Draft Statement 1
Feedback
RP Pension Benefits Project Q2 2022 - IAS 19
that Depend on Summary
Asset Returns
RP Post- Feedback H1 2022 - IFRS 10
implementation Statement IFRS 11
Review of IFRS 10, IFRS 12
IFRS 11 and IFRS
12
RP Post- Request for | H1 2022 IFRS 9
implementation Information
Review of IFRS 9— | Feedback
{ 196 }



https://www.ifrs.org/content/ifrs/home/projects/work-plan/business-combinations-under-common-control.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/business-combinations-under-common-control.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/business-combinations-under-common-control.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/subsidiaries-smes.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/subsidiaries-smes.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/subsidiaries-smes.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/subsidiaries-smes.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/subsidiaries-smes.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/subsidiaries-smes.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/subsidiaries-smes/exposure-draft-and-comment-letters.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/standards-level-review-of-disclosures.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/standards-level-review-of-disclosures.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/standards-level-review-of-disclosures.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/standards-level-review-of-disclosures.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/standards-level-review-of-disclosures.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/standards-level-review-of-disclosures/exposure-draft-and-comment-letters.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/dynamic-risk-management.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/dynamic-risk-management.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/equity-method.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/extractive-activities.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/financial-instruments-with-characteristics-of-equity.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/financial-instruments-with-characteristics-of-equity.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/financial-instruments-with-characteristics-of-equity.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/financial-instruments-with-characteristics-of-equity.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/goodwill-and-impairment.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/goodwill-and-impairment.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/management-commentary.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/management-commentary.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/pension-benefits-that-depend-on-asset-returns.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/pension-benefits-that-depend-on-asset-returns.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/pension-benefits-that-depend-on-asset-returns.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/pir-of-ifrs-10-12-relating-to-consolidated-financial-statements.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/pir-of-ifrs-10-12-relating-to-consolidated-financial-statements.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/pir-of-ifrs-10-12-relating-to-consolidated-financial-statements.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/pir-of-ifrs-10-12-relating-to-consolidated-financial-statements.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/pir-of-ifrs-10-12-relating-to-consolidated-financial-statements.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/post-implementation-review-of-ifrs-9-classification-and-measurement.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/post-implementation-review-of-ifrs-9-classification-and-measurement.html
https://www.ifrs.org/content/ifrs/home/projects/work-plan/post-implementation-review-of-ifrs-9-classification-and-measurement.html

Classification and
Measurement

Request for
Information

Submit letter

by: 28/01/22

Review of the IFRS

for SMEs Standard
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Participant Information Sheet for the Research Project:

Challenges and Opportunities of Adopting IFRSs in Libya: The Case of
Libyan Oil and Gas Industry

Thank you for agreeing to consider participating in this research project. Before you decide
whether to grant me an interview, it is important that you understand the reasons why this
research is being carried out, and what your participation will involve. | would be grateful if
you would take time to read the following information carefully. Please feel free to get back to
me if anything is unclear.

About the research study

You are invited to participate in the research project identified above which is being conducted
by Mr Majdi Mohamed Abushrenta a PhD Candidate at Nottingham Trent University,
Nottingham Business School. The research is part of Majdi’s PhD studies at Nottingham Trent
University, supervised by Dr. Hafez Abdo, Dr. Serah Akelola and Mr. Dhru Shah from
Nottingham Business School, department of accounting and finance at the Nottingham
Business School.

Objectives of the Research:

e To critically examine the Libyan National Accounting practices and IFRS practices.
e To identify the benefits for Libya’s economy of adopting IFRSs in one of the most
important industries in Libya (oil and gas).
e To explore the challenges of adopting IFRSs by the Libyan oil and gas industry.
e To identify the reasons for delaying the adoption of IFRSs in Libya, and the factors
affecting the adoption.
Why is the research being done?

The main aim of this research is to comprehend the existing accounting standards in the oil and
gas sector of Libya and to critically analyse the feasibility of the process of transition from the
Libyan national accounting standards to the International Financial Reporting Standards
(IFRSs) for the oil and gas industry and to explore the opportunities and challenges of this
transition, first for the Libyan oil and gas industry and second for the other economic sectors
in Libya.

In order to meet my research objectives, | need to collect part of my data by means of interviews
where | will be seeking your kind contribution through taking part in my research and
answering the interview questions.

What choice do you have?
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Participation in this research is entirely your choice and voluntary. The researcher will give
you a code name to keep saved if you do decide to participate; this code will be used when
writing the results of my research to indicate your participation. Apart from myself, no one else
will know who the codes refer to and no one will be able to trace participants based on their
contributions or codes. You may withdraw from the project without giving a reason, you just
need to inform the researcher within 28 days of the data collection points and provide your
code name, and none of your data will be used in the project.

What you would be asked to do?

If you agree to participate, please complete the consent form by ticking the boxes and printing
your name, date and signature on this form. The researcher will contact you to arrange a
convenient time for the interview.

What does my participation involve?

If you agree to take part, you will be asked to be interviewed by me, as the Principal
Investigator. The interview will be arranged to suit your availability and will be conducted in
your workplace or somewhere else, if you prefer. Interviews will take on average one hour.

All information collected will be fully anonymised during the writing-up of the research. In
practice, this means that nobody will be able to identify you on the basis of how I use the
information from these interviews in my research outputs.

If you decide to take part, you can choose freely not to answer any particular questions. If you
are interviewed and then decide you would like to withdraw your answers from the project,
please contact the researcher. In the meantime, tape recorded interviews and all copies of the
transcripts will be kept secure on a password protected computer and in locked cabinets within
university buildings. Your name will not be attached at all to any of your answers. Please note
that all information collected from you and other participants for this project will be destroyed
two years from the date of having my PhD awarded, this will allow the researcher to publish
articles based on these data.

How will your privacy be protected?

The interview is confidential, so your identity will not be revealed. The interview will only be
recorded with your approval, and you will be given an opportunity to read the interview
transcript and provide necessary comments. Additionally, the consent form will be stored
separately from the notes or any documents for the interview so that the data could not be re-
identified. The raw data from this study will only be accessed by the student researcher and his
director of the study.

How will the information collected be used?

The results of the research will be reported in a thesis to be submitted as the requirement for a
PhD in Accounting at the Nottingham Trent University. In addition, more likely research
articles will be published; in any case, the identity of the participants will be protected as
explained above.

What are the risks?
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| assess that there is no risk associated with participating in my research study by taking part
in an interview. However, should you feel that you may be subject to any kind of risk due to
your participation in my study please do let me know as soon as practicable.

What are the benefits of taking part?

This research will have direct benefit for the Libyan Audit Bureau (LAB), Libyan Accountants
and Auditors Association (LAAA) and Libya’s economy. The study will have policy
implications for the Libyan government by assisting it to decide whether to adopt IFRS
accounting standards to account for its oil. It will provide evidence of the challenges and
opportunities of changing the accounting system. The study may also be useful for
multinational companies that are doing business or participating in Libya’s reconstruction.

What do you need to do to participate?

Please read this Participant Information Sheet and make sure you understand its contents before
you consent to participate. If there is anything you do not understand, or if you have questions,
please contact the researcher.

If you would like to participate, please complete the consent form and return it to the researcher
and he will contact you to arrange a convenient time for the interview.

Further information:

Please keep this information for your records. If you would like further information, please
contact:

Researcher: Mr Majdi Mohamed Abushrenta

Nottingham Trent University, 50 Shakespeare Street, Nottingham, NG1 4FQ, UK
Email: majdi.abushrenta2015@my.ntu.ac.uk

Mob (UK); 00447554377578, Mob (LY); 00218927905240

Director of study: Dr Hafez Abdo

607, Newton Building, Nottingham Business School

Nottingham Trent University, 50 Shakespeare Street, Nottingham, NG1 4FQ, UK
T: 0115 848 6098

E: hafez.abdo@ntu.ac.uk
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NOTTINGHAM®
TRENT UNIVERSITY

Challenges and Opportunities of Adopting IFRSs in Libya: The Case of
Libyan Oil and Gas Industry

CONSENT FORM

N 18] oo o [T

Please read and confirm your consent to being interviewed for this project by initialling
the appropriate box(es) and signing and dating this form.

1. I confirm that the purpose of the project has been explained to me, that | have been given
information about it in writing, and that | have had the opportunity to ask questions about the
research. O

2. I understand that my participation is voluntary, and that | am free to withdraw within 28
days of the data collection point without giving any reason and without any implications for
my legal rights.

O

3. | give permission for the interview to be tape-recorded by the researcher, on the
understanding that the tape will be destroyed two years from the date of having his PhD
awarded.

O

4. | give permission to the researcher to take notes during the interview, on the understanding
that the notes will be destroyed two years from the date of having his PhD awarded.

O
5. | agree to take part in this project.

O
Name of respondent Date Signature
Name of researcher taking consent Date Signature
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NOTTINGHAM®
TRENT UNIVERSITY

Interview Questions

. Can you tell me how long you have worked in the accounting
field? Are you familiar with International Financial reporting
standards (IFRSSs), especially those relating to the extractive
industry (oil and gas)?

. What are the main differences between the IFRSs and the Libyan
GAAP?

. Are there similarities between the Libyan GAAP and the IFRSs?
. Do you think that Libya is ready to adopt IFRSs?

. If Libya changes to the IFRSs, what do you think will be the
benefits of this change?

. What do you think will be the benefits to:

a) Libyan Audit Bureau (LAB)

b) Libyan Accountants and Auditors Association (LAAA)
c) Libya’s Economy

d) Libya’s Oil & Gas Industries

e) The people of Libya

f) The International Oil Corporations (I0Cs)

g) Anything else?

. What do you think will be the opportunities this change will bring?
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8. What do you think will be the challenges this change will involve?

9. What do you think will be the challenges to (specifically):
a) Libyan Audit Bureau (LAB)
b) Libyan Accountants and Auditors Association (LAAA)
c) Libya’s Economy
d) Libya’s Oil & Gas Industries
e) Libyan people
f) The International Oil Corporations (I0Cs)
g) Anything else?

10. Would you recommend the adoption of IFRSs by every
economic sector? Why so? why not?

11. Why has Libya not adopted IFRSs until now? What are the
reasons for this delay?

12.  What are the factors that may influence the adoption of
international accounting standards in Libya?

13. Is there anything else you would like to add?
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Appendix 3

NOTTINGHAM®
TRENT UNIVERSITY

Participant Information sheet

Dear Respondent

I am currently conducting a PhD study on the topic “Challenges and
Opportunities of Adopting IFRSs in Libya: The Case of Libyan Oil and Gas
Industry” at the Nottingham Business School, Nottingham Trent University in the
United Kingdom.

The following questionnaire aims to achieve the objectives of the current study.
Therefore, | would be grateful for your assistance in contributing toward this
study by offering some of your time and knowledge to complete this
guestionnaire as your response would be of significance to the completion of this
study.

Participation in this research is voluntary and the questionnaire should take
approximately 15 to 20 minutes to complete. If you do decide to participate the
researcher will give you a code name. You may withdraw from the project
without giving a reason, you just need to inform the researcher within 28 days of
the data collection points and provide your code name, and no data will be used
in the project.

| would like to assure you that all responses to the questionnaire will be kept
confidential as all information collected will be fully anonymised during the
writing-up of the research. In practice, this means that nobody will be able to
identify you on the basis of how I use the information from these questionnaires
in my research outputs. All information collected from you and other participants
for this project will be destroyed two years from the date of having my PhD
awarded. If you would like to receive a brief report of this study's results when
available, please fill in the information at the end of this questionnaire.
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Thank you in advance for your cooperation and support.

Yours sincerely

PhD Candidate: Mr Majdi Mohamed Abushrenta Director of study: Dr Hafez Abdo

Nottingham Trent University 607, Newton Building, Nottingham Business
School

50 Shakespeare, Nottingham, NG1 4FQ Nottingham Trent University

E: majdi.abushrenta2015@my.ntu.ac.uk 50 Shakespeare Street, Nottingham, NG1 4FQ,
UK

Mob (UK); 00447554377578, (LY); 00218927905240 T: 0115 848 6098

E: hafez.abdo@ntu.ac.uk
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NOTTINGHAMY
TRENT UNIVERSITY

Questionnaire

Instruction for filling in the questionnaire: please choose the answer by putting a cross
XIwhere appropriate.

Part One) - Personal questions :

This part is to collect general information about subscribers, including:

1. What is your gender?

[ 1 Male
[] Female
2. What is your age group?
[ Less than 30 years old (130 -39 years old (140 — 49 years old
[ 150 —59 years old [ 160 years old and over

3. Qualification:
Please indicate your highest education level achieved

(] Diploma [] Bachelor [] Master
[1PhD [1 Professional qualification  Other, please
S LI e

4. Career position:
Please indicate your current job title

[ ] Academic  [] Financial manager [] External auditor ~ [] internal auditor

(] Accountant Other, please specify............cooiiiiiiiiinn.n.

5. Experience:
A. Please indicate your length of experience in years at the current job

(] 0-5 Years
[] 6-10 Years
[] 11-15 Years
[] 16 Years and Above

B. Please indicate your total length of professional experience in years
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(] 0-5 Years
[] 6-10 Years
[] 11-15 Years
[]16 Years and Above

6. Please use the following scale to rate your knowledge of IFRSs:

(1) none (2) alittle

Part Two) - Benefits

(3) moderate (4) very much

(5) a great deal

To what extent do you agree or disagree with the following statements that convergence with
IFRSs brings benefits to Companies/Industries: (SA-Strongly Agree, A- Agree, N-Neutral,
DA.- Disagree, and SDA- Strongly Disagree)

NO | Statements SA |A |N | DA |SDA
1 2 |3 4 5

1 The process of preparing the financial statements for
groups and individuals would be simplified.

2 IFRSs will help to provide accurate information for
decision making in Libyan companies.

3 IFRSs will enhance the reliability and accuracy of
accounting information.

4 IFRSs will facilitate comparison between financial
reporting information of different firms.

5 IFRSs will provide greater reporting transparency.

6 IFRSs will raise the confidence of users of financial
reports.

7 IFRSs will reinforce confidence in the accounting and
auditing profession.

8 IFRSs provides greater credibility and improved economic
prospects for the accounting profession.

9 IFRSs will make investments measurement easier.

10 | IFRSs adoption will help to remove barriers
previously encountered regarding the flow of
international capital from/to Libya.

11 | IFRSs will improve accessibility to capital markets
(including investors from overseas).

12 | IFRSs will reduce the cost of capital.

13 | Users would save time in analysing financial reports.

14 | IFRSs will reduce costing, time and effort in order to
formulate appropriate national accounting standards.

15 | IFRS brings better corporate governance
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Comments:

Please include here, any further benefits that have not been listed above and that you believe IFRSs
adoption will bring and should be considered:

Part Three) - Challenges

To what extent do you agree or disagree with the following statements that convergence with
IFRSs adoption will bring as challenges to Companies/Industries: (SA-Strongly Agree, A-
Agree, N-Neutral, DA- Disagree, and SDA- Strongly Disagree)

NO | Statements SA |A | N DA | SDA
1 2 3 4 5

1 IFRSs will increase complexities in preparing financial
statements thereby increasing the risk of errors.

2 The need for training of relevant professionals.

3 Weakness of professional accountancy body in Libya.

4 Lack of knowledge and technical skills of the
professional accountants in Libyan.

5 Weakness of accounting education in Libya.

6 Lack of proper instructions and guidance’s from
regulatory bodies.

7 | The cost of IFRSs implementation is very high.

8 Zakat and Islamic law requirements (interest issues).

9 Unsuitability of some IFRSs procedures to the Libyan
environment.

10 | Language issue, because the IFRSs are written in
English language.

11 | Problems with the IT system in handling the transition
to IFRS.

12 | IFRSs require changes in Libyan Commercial law.

13 | IFRSs require changes in Libyan tax laws and
practices.

14 | Lack of legal system enforcement.
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15 | Existing laws limit the application of IAS/IFRS.

Comments:

Please include here, any further challenges that have not been listed above and that you
believe IFRSs adoption will bring and should be considered:

Part Four) - Why has Libya not adopted IFRSs until now? Please list the reasons for
this delay:

...............................................................................................................
...............................................................................................................
...............................................................................................................
...............................................................................................................
...............................................................................................................
...............................................................................................................
...............................................................................................................
---------------------------------------------------------------------------------------------------------------

--------------------------

Part five)

To what extent do you think any of the following will influence Libya to adopt IFRSs:

No | Statement SA A N DA SDA
1 2 3 4 5

1 The old accounting standards
were ineffective

2 Economic growth in Libya will
greatly influence the adoption of
IFRSs

3 The external environment like
(world bank and IMF) will
greatly influence the adoption of
IFRSs
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4 International companies (e.g.
oil companies) will greatly
influence the adoption of IFRSs

5 The government will greatly
influence the adoption of IFRSs

6 The existence of a capital
market will greatly influence
the adoption of IFRSs

Part six) - After discussing the above statements, in your opinion, what should the
Libyan government do regarding the International Financial Reporting Standards
(IFRSs) formed by the IASB? (Please tick just one)

No | Decisions Tick
1 | IFRSs should be adopted in Libya.

2 | IFRSs should be adopted in Libya but they need modification.

3 | IFRSs should be adopted by one economic sector as a trial.

SN

IFRSs should not be adopted in Libya.

5 I don’t know.

If you would like to receive a brief report of this study's results when available, please
complete the following:

P ONE N0 e,

- E-mail:

Thank you very much for your time and participation

216

—
| —



NOTTINGHAM®
TRENT UNIVERSITY

& Adal) 5 a0

Al sl juleal) slaie by daleiall (il 5 LA & gunge B o) s3SAl A Al Al ja ) jals Llls o g8
b i 8 algaii g daala b SLa®Y) A4S " lall  Ladil) pUad dLad 8 )y ) dlacy
aaial) ASLad)

oda & Aaaluall 3 aStac bl Ties o sShe Gl il Al ol Calaal s ) ol Caagy
Aarl 13 0 s @y () G i) 138 JlaSinY S8 jra 5 Gl g (e Liary aie A (e Al all
Al sda JLSY

438320 N 15 oo ST i) 138 330 Gl (S HLiall @y 58 13) 1A) e sl Caa) a8 AS L)
Lasd dalay cald e el 50 5 pdiall e e iy G ey L) Gaalall clidang i 5 e
pladiul aby g ey alddl ja )l anai g Cllall aas 2o )l (e La 53 28 (a8 Gl ¢34 )
£ sl 138 8 Lgiadd iy

leman o (Al e shaall wsen () Cam el o i il (e 35351 gaea G Sl S50 0 a4
e b Sy sl i 138 dglead) Aalill (e Cand) S LT JalSIL aadl) D seae ()5S
ala & g pdall 138 8 LAWY 38 (e 53 ) 5l il slaall aladind 4 Gl o el s aaas
O Cale 22 g g el 13gd (55 AV ()5S liiall (e g Slia Lgman a3 ) Gl slaall pren e
aM@mﬁyﬁﬁ&d)@\@wﬂQﬁb\ p\);ﬁSﬂ\Z@)Jé&&;\.ﬂ\dw@JU
(Ol 138 Ales 8 Ol slaall eda oy cAalia (65 Cpa Al )

el palla ae

4y i sl dems (game ) Caall

NG1 4FQ, UK «oleaiisi ¢ g LS 50 yi pleaii st daala
majdi.abushrenta2015@my.ntu.ac.uk: JsY)

(UK) 00447554377578, (LY) 00218927905240 :xaila

e Lila 5 sCaad) e (o)

NG1 4FQ, UK «¢aleaiish ¢ i g JLd 50y yi algati s dnala SuaBV) A4S (55 g3 ise 607
00441158486098:xaila

hafez.abdo@ntu.ac.uk: JueY!

217

—
| —



NOTTINGHAM®
TRENT UNIVERSITY
Ol
i) A (X ) ndle gm s Aula Y1 LS oo s i e ol
Aaad s ALl o J Y e all
oS adia) e Aale cilashes ganl 8 6 3all 138
feluin o La ]

Im

<0

0ely Lalall 4y peel) 238 4 Lo 2

4ud9-40 [ 4.39-30 [ s 30 oe JE]
S lsdn60 [ 459 - 50

tealal) Ja sall 3
&Mw&&;&ué&ie\'&)hﬂy‘@ﬁ

feale [ o0 [ ek [
el Jaalil) 7 o) siall Aa ya [
........................................................ 2t o el pe

r bl Ja el 4
Alall elidls 5 ) 5 LY (o

............................................ Bt o edlly e clas ]

3yl 5

Al A ol 8 il ol s Jsha (e JLEY) a0 L]

SSedn16]  waw15-11 O Slsie 10-6 [ S5 -0

1) giaally Ayigall Gl pa Jsha aaa a

—

218

—t



sbinie 000 wswl5-11 0 Gl 10-6 [ Glss5-0
;:*\T;&Ld\ )_.U\ﬁﬂ\ .J\.J.c:)[ :\:ﬂjﬂ\ ).ubmn_a uﬂfﬁﬂ (‘~'~'~'~‘s'd ‘_A\_ﬂ\ u,u\_:s.d\ e\&';i.u\ > 6
xS 3 (5) 1_25S(4) JXixa (3) L (2) e Y(1)
il g8l -z AN & 5ad)

Sl dlae Y A sall el slaie) o S Al AEY) Gl lad) e G35 Y T 3958 e sl )
G35l Vs ¢ Gl Y ¢ e (@l ady 381 50) bad 8 cleluall IS Hal g calas 4

(5o
M V| alse | Gl | 8l EXEINT RN
Gl | sl ady
[
Aae) dlee Javic Adlall sl alacy Adgall juleall 1
AV Cle gaadll ALy a1 g i)
o Ay El dacY Al juladl aelud o g 2
Al S Hal el ) el MASY A8y Cilaslas i 63
48 55 ge ALl & Sae Y A sal) yplaall ) jaie 3
ey g dnulaall il sladll
) AW o Edl) slacY A sall bl Jed o s 4
Adliad) S al ALy ) il glaa
adlad Adlal)l el slac Y Al sall julaall 5865 (o g 5
)l dlae) & S
A48 Adlal) o lall dlae Y Al gall juleall 28 3 g 6
Tige 448 AW L Ed) dacy A ol juladll 3 et 7
) Ll (8 bl Gl yas Ll
ST Al acae bl o ) dlae Y Ad gall juladdl i 6 8

Aulaal) Ligal i) Aualiatd) (318

8 Jang Adlall o el slacy 4l gall el aladsiul
e Al ol slae Y A sall juleall slaie) e L 10
ol 385 (3la La Tl L) 5 301 a5l 1 5)
Ll )/ e sl JLl

Cpent e AWl el alae Y A gal) juleall Jasdia 11
b 8 Lag) Jall el (31 smil ) S g 1) Al

_(GJIA'J\ Cro (el
38T (e U85 o g Al jlal) dlac Y A gall yuladl) 12
Judl el

ALl il Jidad 8 gl () periiesall i g 13

e Allall ) alac Y A ol juleall Jaed o g 14
s Aela Jal (e dgall s i gl g il (aid

Alie 4k 5 dppulas
Sl Jamdl 3 la) e Aallal) a2 sl el 15

219

—
| —



slac Y A gall el dlaie) f i il 5 oSe | Wy aly al (5 a0 231 68 s ¢panai aSia oy Lin
BT PP ATSENRUENPRT S I PIER OV TR

cilaadll -Gl 5 5l

(s i Agllall o & Slae Y A sal) el Slaie ) o S A AV @l jladl e 535 Sl G35 e ol S
(3 380 50 Y (3815 Y e (35l a3 ) sl (8 clS a5 cleliall cilass

Y V[ ulaa | 385 | 380 il | Al Y

Gl sl | Gl By
sl

& lagadl) Lyl slae Y Ad gl uladl) 1
ead) i e a3 lee ) bl slac )
RUTIOZ:EON| TYLFON NSV i [ ENEN| 2

Dbl aladie ) (Gand Lud 8 Al Gaalaal) A8 Caria 3
Adlall el slacy 4al gal)

Ol il il ey B e | 4
ol

Dl dlaie ) (Gaad Ld A siladl) addaill Cana 5

Adlall sl slacy 40l gal)

Glig) (pe Apnliall ol ) 5 Cilaalad 2 sa g p2e 6
Asadal

e LI E) alac Y A all el Ggakas 46lSS 7
Jaa

(30L) JSLia) AaaSlu) day i 5 518 3 lillaia 8

Al El slac Y A gall julaall (e e S aae 0
Aall) )

Laia Al k) slacy Adsall Suladd) (Y dall) A< 10
Ay e sl

ALyl A ) ubeall ) Jlasy)

o8 s s ALl &l Sae Y A Lol | (2
ol el o lall

o s ALl Ll Shae Y Adpal) Lol BT | (3
Aolll ) puall Sl jlaa s (il 58

ol Gadat e a8 (A el 3 ga g are 14

/ Aaslaall 4 ool Huleal) Gudad (e asd dailal) (0l g8l 15
Al il dlae Y A gall julall

220

—
| —



_:le.ﬂu" X

-

D)l dae Y A sall el alaie) o aiad ) g oDhe | ad s aly ol (5 AT cliasd (g (ppanal aSia a5 L
e ) Gy LAdAT Gan s Lgalad 6 g AL

ALl ) slac Y Al sall el slaie) 8 Lt e i b Lae Ul ol s ae ol ) s gualdd) ¢ 32

Y Y| alaa | 3805l | a8l EEEINNIRERN

Gl sl | Gl By
sy

Al e Al Ldadl laal 1

e dlaie) o € IS8 il Ll A gala@Y) il
Adsall ALl sl

il (Hs) sl (3 gaim g (gl cliall) Jie dpa HlA1) 2340
A sall Adlall sl jules alaie) e € IS5

e LS ISy Jitiu (hdll S 58 Jie) dualle @IS 58
_@}J\ Al J,_\)\ﬁ'ﬂ\ e alaie

Aacy Al sall Huleall sladie) Je S IS il A S
Adlall )

AN | B W N

s i e S UK i Dl ) G m 3555
A gall ALy

221

—
| —



el (sley Lagd Al e Sl 4 685 () Camg 31 e o il 8 ¢ ALl bl AiBlie aey =3 udlaad) & 3ad)
(i sl 5 Adle mumy o ) Al sal) Anulaall e (alae LIS A AL ) dlacy 3 sal)

FS )8 KON
Ll A AL ) slae Y A sall Hulaal) slaie ) sy 1

Jaad ) s LeiST 5 Ll (8 ALl o Ll slac Y A gall juleall slade ) cang 2

el alS aal y aliai) g Uad Ji (e dallall o lEl slac Y 43 gall julaal) slaie ) cang 3

Lo A Al lEl) dlae Y A sl julaal) dlade ] ade g 4

el YU 5

ol Lo JLaS) (o b cla b i ie sl ) o3 i G g 58 e Jeanl) 8 e i i€ 1Y)

S ey el 5 e Dy ) S

222

—
| —



Appendix 4
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Q:61-62 Ennismore Gardens, London, SW7 1NH.®Q: +44(0)20 3006 9891. &: culturalaffairs.libyanembassy.org
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Hosam Ounalla

From: majdi abosherenta <majdiabo_88@yahoo.com>
Sent: 06 February 2018 09:43

To: Hosam Qunalla

Subject: Re: qylizdl dwljadl Jol o allu)

3 gaalall Capdall alall dliad) 4 jall Aaidall clgall Ly cundlae Jal (e dll ;) lacay p ST 4S5 jua e gl ¢ aSile 23U
wasadlly dialal ALl o590 dus i,

oSl 131 2 by G all iy Adlaa b (85 ) i)

Al gl AR (gapa ¢ pull

7282 : Gl )

4 dais

On Tuesday, February 6, 2018, 9:38 am, Hosam Ounalla <h.ounalla@]libyanembassy.org> wrote:

5(557315 e)LuJI

e pliall ALl ye 2L o3
Aliall Al jall Ay Jlaal a geady il b g5 ola
plile o) S isl pae pa dah i g S 3y LS WS
S ol 81y g il oS3 g

Ll dngs

Kind Regards,

Housam QOunalla
Academic Advisor

Libyan Cultural Attaché
61-62 Ennismore Gardens
London—SW7INH

Tel: 0203 006 9890

Fax: 0207 581 2393

E-Mail: h.ounalla@libyanembassy.org
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Nottingham Business School
Burton Street, Nottingham NG1 4BU, Tel. +44 (0)115 941 8418 www.ntu.ac.uk/nbs

To whom it may concern

February 2018

Re Majdi Abushrenta

! am the undersigned, Dr Hafez Abdo, of Nottingham Business School and the Director of Studies of
the above named PhD student giving this letter based on his request.

Majdi has passed his Project Approval in May 2017. He has drafted his Methodology and Methods
Chapter and currently working on his Questionnaire Questions and Interview Schedule. This is in
preparation for his field study and data collection activities.

Majdi is due to collect his data from companies and agencies in the Libya. Therefore, he needs to
travel to Liby between 1® May and 30 July 2018.

I would be most grateful if you may provide Mr Abushrenta with the required support and assistance
to undertake his field study.

Should you require any further information please do not hesitate to contact the writer

Yours truly,

Dr Hafez Abdo
607 Newton Building
]

i i NOTTINGHAM
Nottingham Business School A GhTeaaaiY
50 Shakespeare Street Nottlsgham Business School

Nottingharf Trent University

Nottingham, NG1 4FQ Burton Sireet, Nottingharn, N/G1 /8L

Tek 0115 261 B41S vewnentugeukinhs
Tel: 0115 8486098

Email: hafez.abdo@ntu.ac.uk

NOTTINGHAM
BUSINESS SCHOOL

NOTTINGHAM TRENT UNIVERSITY 9
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Appendix 5

Oil and gas companies operating in
Libya

Fully Owned (12)

Arabian Gulf Oil Company

Brega Petroleum Marketing Company
Jowfe Oil Technology Company

National Oil Fields and Terminals
Catering Company

National Oil Wells Drilling and Work over
Company

North Africa Geophysical Exploration
Company

Petro Air Company

Ras Lanuf Oil and Gas Processing
Company

Sirte Oil Company

Taknia Libya Engineering Company
Zallaf Libya Oil and Gas Company
Zawia Oil Refining Company
Joint Ventures (7)

Akakus Oil Operation Company
Harouge Oil Operation Company
Mabruk Oil Operation Company
Mellita Oil & Gas Company
Nafusah Oil Operation Company
WAHA Oil Company

Zueitina Oil Company

Epsa (23)

Amerada Hess Company

—
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BP Exploration Libya Limited Company
Chevron Libya LTD Company

Eni North Africa Company

Exxon Mobil Company

Gazprom Company

India oil Company

Medco Energy Company

OMV Company

ONGC Limited Company

OXY Company

Petro Canada Company

Petrobras Company

Polish Oil & Gas Company

Repsol Murzug Company

RWE Company

Shell Company

Sonatrach Company

STATOIL Company

Tatneft Company

Total E&P Company

Turkish Petroleum Corporation
Wintershall AG Company
Centers & Institutes (5)

Libyan Petroleum Institute
National Oil Corporation - Houston branch
Oil Clinic

Petroleum Training and Qualifying
Institute

The Specific Training Center of Petroleum
Industrial ( Zawia)
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Appendix 7

LPL

IFRS

Libya's accounting practice is
a rules-based system
comparable to the United
States in that it is based on
regulations and Laws.

IFRSs is a principles-based
approach.

the financial position
(balance sheet) statement and
income statements required
by the tax legislation.

financial position statement
as well as the
comprehensive income
statement (profit-loss
report); also, other
statements require  such
information on changes in
equity, cash flow statement
and a note summarising
pertinent accounting
policies adopted by the
organisation.

the acquisition costs, as
stated in  Article 14,
paragraph 4, oil and gas
companies are not permitted
to deduct acquisition costs
from their accounts.

the acquisition costs on both
Successful Effort (SE) and
full costing (FC) methods
should be capitalised.

Title

LPL and
IFRS
Statements
Libyan Oil
and  gas
law  and
IFRS 6
Libyan Oil
and  gas
law  and
IFRS 6

Acrticle 14, paragraph 3 of the
Libyan Petroleum law states
that oil and gas companies
are only permitted to
capitalise tangible assets
whereas intangible costs can
be capitalised or set as
expenses.

according to SE, successful
costs are capitalised, and
unsuccessful  costs are
expensed. According to FC,
on the other hand, both
successful and unsuccessful
exploration costs should be
capitalised.
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Asset the valuation of an asset is |the international standards
valuation | computed using the historical | (IFRS13 and IAS16
Cost. recommends using the
market (current) value or
fair value approach to

evaluate the assets.
Inventories | The inventory cost is usually | The inventory cost is usually
treatment | computed by either; the first- | computed by either the first-

in-first-out method or last-in-
first-out. Whereas the
weighted average is not used
in Libya.

in-first-out method and
weighted-average  (lowest
between the cost and net
realisable value). whereas
the use of last-in-first-out
method is prohibited in
IFRS.
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