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Abstract
This study investigates whether the mandatory adoption of International Financial Reporting Standards (IFRS)
enforce financial analysts to cover the firms with their EPS forecast. After examining a large sample of 10,953
firm year observations from 1,467 distinct UK listed firms for the period between 1990 and 2013, the results
suggest that, mandatory IFRS adoption attract more analysts to follow the firms. Where we find the number of
financial analyst who cover the IFRS adopters is significantly higher than that for non-adopter firms.
Keywords: IFRS, financial analysts, analysts coverage, the UK
1. Introduction
This research is motivated by the recent strands in the literature that examine the consequences of the mandatory
adoption of IFRS. Where it is expected that IFRS adoption will provide additional disclosure and improve the
comparability of financial reporting.This expectation is consistent with a large body of literature that find IFRS
adoption leads to a variety of capital market benefits (Daske et al., 2008, Li, 2010, Horton et al., 2013, Houqe et
al., 2014, DeFond et al., 2015, Lambert et al., 2012, Kim et al., 2014).Improved transparency and comparability
following IFRS adoption is expected to attract more financial analysts (Kim and Shi, 2012). The harmonization of
financial disclosure after IFRS adoption is expected to reduce information-processing costs for financial analysts,
hence increase the number of financial analysts who follow the firms, and improve the quality of their expectations.
prior literature documented this effect Byard et al. (2011), Horton et al. (2013), and Houqe et al. (2014). Where
these papers find that the analysts’ forecast errors are decreased significantly after the mandatory adoption of IFRS.
However, the improved disclosures via IFRS adoption may reduce analysts’ ability to distribute managers’ private
information to investors, which reduces the information value of analyst services; thereby mitigating the demand
for financial analyst services (Healy and Palepu, 2001). Moreover, Kim and Shi (2012) suggest that improved
disclosure levels, that associated with mandatory IFRS adoption, reduces the competitive advantage that some
analysts would enjoy otherwise, and hence may lower analysts’ incentives to cover adopter firms.
We contribute to the previous debate by investigating the effect of mandatory IFRS adoption on the analyst
coverage. After collecting and examining 10,953 firm year observations from 1,467 distinct UK listed firms for
the period between 1990 and 2013, our results suggest that, the mandatory adoption of IFRS leads significantly to
more analysts’ coverage. This result is consistent with the findings of Kim and Shi 2012. This paper contributes to
the literature that examines the economic consequences of mandatory IFRS adoption. Brüggemann et al. (2012)
argue that, most of the literature on the consequences of mandatory IFRS adoption provide transitory evidence
with low statistical power because of short history of IFRS adoption, also, they mention that most of these papers
provide evidence from cross-country studies which make it difficult to disentangle the effect of IFRS from other
synchronous changes that may affect the financial reporting content. Following the recommendations of
Brüggemann et al. (2012) this paper used data from one country for a long period after IFRS adoption to draw its
results.
In Section 2, we set out the theoretical framework for the study and develop the hypothesis. In Section 3, we
describe the sample selection and the measurements of variables used in the study. In Section 4, we discuss the
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research results. In Section 5, we conclude the results of the study.
2. Prior Research and Hypothesis Development
In 19/07/2002 the European Union EU parliament issue regulation number 1606/2002, which requires all the firms
listed in the EU market to prepare financial statements in accordance with IFRS starting from the 1st of January
2005 (European Parliament, 2008). (Note 1) The main goal of regulation number 1606/2002 is “to contribute to a
better functioning of the internal market, publicly traded companies must be required to apply a single set of highquality international accounting rules for the preparation of their consolidated financial statements. Such measure
will also ensure high-level transparency and comparability of financial reporting by all publicly traded EU
companies as a necessary condition for building an integrated capital market which plays its role effectively,
smoothly and efficiently.” (European Parliament, 2008).
The new proposed standards are expected to improve transparency and comparability of financial markets, which
intern lead to lower information asymmetry and better functioning capital markets (Moscariello, Skerratt, & Pizzo,
2014).
The adoption of IFRS is considered as an important commitment toward more transparent financial disclosure.
Where, the creation of the IFRS was designed primarily to provide more transparent, accurate, comprehensive and
timely financial statements information, relative to national accounting standards, including the European
countries local standards (Ball, 2006). Corroborating Ball’s comments (Ernst& Young 2006) study suggest that
IFRS are considered as more transparent accounting standards as these standards contain a greater number of
disclosure requirements than any nationally based standards. According to Ernst and Young (2006) the mandatory
adoption of IFRS leads to increases of up to 30 per cent in the length of post-IFRS adoption annual reports for a
sample of adopted EU firms.
Several studies examine the economic consequences of IFRS adoption and provide empirical evidence that firm’s
disclosures under IFRS are of higher quantity and quality than those under local accounting standards in most
financial reporting regimes. In particular, the prior IFRS literature find that the adoption of IFRS leads to
increases in the value relevance of accounting numbers (Barth et al., 2008; Devalle et al., 2010; Ismail et al., 2013;
Tsalavoutas et al., 2012), higher accounting quality (Ballas et al., 2010; Barth et al., 2008; Ismail et al., 2013),
improved disclosure quality (Aksu&Espahbodi, 2012; Daske&Gebhardt, 2006), more forecast accuracy and lower
analysts’ forecast dispersion (Horton et al., 2013; Houqe et al., 2014), more earnings information content
(Landsman et al., 2012), improve comparability, thus reduce investors information processing cost (Armstrong,
Barth, Jagolinzer, &Riedl, 2010; Daske et al., 2008; M. DeFond et al., 2011), increases in the informativeness of
stock prices (Beuselinck et al., 2010; Bissessur& Hodgson, 2012; Gillberto& Taboada, 2012; Kim & Shi, 2012a),
reduction in earnings management (Barth et al., 2008; Ismail et al., 2013), increases in timely loss recognition
(Barth et al., 2008), higher quality earnings numbers (Houqe et al., 2012), increases in foreign mutual fund
ownership (DeFond et al., 2011), increases in the US foreign investments in the countries that adopt IFRS (Shima&
Gordon, 2011), increases in countries foreign direct investment (Gordon et al., 2012; Landsman et al., 2012),
reduction in the reporting lag (Landsman et al., 2012), increases in earnings persistent (Doukakis, 2010), lower
crash risk, (DeFond et al., 2015), lower firms’ cost of equity capital (Daske et al., 2008; Kim, Shi, et al., 2014; S.
Li, 2010; Palea, 2009), more transparent and comparable financial disclosure (Brochet et al., 2013), more market
liquidity (Daske et al., 2008), and increases equity valuation (Daske et al., 2008).
Since financial analysts considered as one of the most important and sophisticated users of financial statement it
is important to examine the effect of mandatory adoption of IFRS on the financial analysts’ decision to follow the
firm.
Financial analysts are considered as an important provider of information about firms’ operations and performance.
Prior research suggests that financial analysts are interested in providing common market wide and industry-wide
information over expensive firm-specific information. Piotroski and Roulstone (2004)argue that financial analysts
are firm’s outsiders with limited access to the firm-specific information, unlike management and institutional
investors, and for this reason, they suggest that financial analysts try to obtain and process market wide and
industry-wide information and map it to stock prices. Chan and Hameed (2006) also, find that financial analysts
help in generating and disseminating industry and market level information instead of firm-level information.
In addition, Veldkamp (2006) suggest that financial analysts provide common information because the cost of
producing one unit of common information is much smaller than that of firm-specific information, given the high
fixed cost of information production.Improved transparency after IFRS adoptionis expected to attract more
financial analysts as documented by Kim and Shi (2012). In addition, the harmonization of financial disclosure
after IFRS adoption is expected to reduce information-processing costs for financial analysts, hence increase the
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number of financial analysts who follow the firms, also increase the quality of the analysts’ activities. This effect
is documented by Byard et al. (2011), Horton et al. (2013), and Houqe et al. (2014) who find that the analysts’
forecast errors are decreased significantly after the mandatory adoption of IFRS.
On the other hand, the availability of more disclosures via IFRS adoption may preempt analysts’ ability to distribute
managers’ private information to investors. This reduces the information value of analyst services; thereby
mitigating the demand for financial analyst services (Healy and Palepu 2001). Moreover, (Kim and Shi, 2012)
suggest that improved disclosure levels, that associated with mandatory IFRS adoption, reduces the competitive
advantage that some analysts would enjoy otherwise, and hence may lower analysts’ incentives to cover adopter
firms.Given the fact that there is a lack of evidence on the above issue, this research aims to provide empirical
evidence by examining the effect of mandatory adoption of IFRS on the number of financial analysts who follow
the firms. Based on the previous discussion our hypothesis is as follow:
H1: The number of financial analysts who follow the firms will be lower following mandatory IFRS adoption.
3. Sample and Methodology
In this section, we describe our sample and the methodology used to test the hypothesis developed above. Section
3.1 briefly describes our data sources and the procedures followed in sample selection process, and Section 3.2
provides an overview of our design, along with a detailed description of our variables. We use a fixed effect design
to test our predictions on the effect of mandatory IFRS adoption on financial analysts’ coverage.
3.1 Data
The initial research sample consists of all the firms listed in London Stock Exchange that have available data in
DataStream, Worldscope, and IBES international databases for the period between 1th January 1990 and 31st
December 2013 (Note 2). The sample period was chosen to cover the periods before the adoption and after the
adoption, thus the effect of IFRS adoption on the analysts’ coverage can be examined. We took long time for two
reasons. First, choosing a long period before and after IFRS adoption could result in a better measure of the effect
of IFRS adoption on analysts’ coverage. Since taking a long period before the adoption provides a better measure
of the analysts’ coverage levels before the mandatory adoption of IFRS. Second,Wang and Yu (2015) suggest that
one of the advantages of taking a large sample for a longer time period is that the results and conclusions, drawn
from this sample, are more representative. The investigation is undertaken in one country, the UK, to hold constant
certain institutional factors such as stock listing requirements, accounting disclosure requirements, market
microstructures and regulatory environments that may confound the results, thereby strengthening the reliability
of our findings, as suggested by Ruland et al. (2007), and Paananen and Lin (2009). In addition, according to
Schipper (2005) choosing one country instead of multi countries helps in minimizing the heterogeneity and the
cross-countries differences that may have an effect on the dependent variable.
Only firms listed in the L.S.E, active and dead, with available data for the period from 1990 to 2013 were included
in the sample. Following the prior research (Kim and Shi, 2012a, Hutton et al., 2009) the firms in financial, banking,
and insurance industries, with SIC code 6000-6999 were excluded from the sample, because these industries have
special regulations and financial accounting standards and the inclusion of these industries in the sample may
distort the research results. Any firms with unavailable data to calculate the explanatory variables, and the
dependent variablewere excluded from the sample also. After applying the previous procedures, the final sample
consists of 10953 firm year observations collected from 1467 distinct UK listed firms for the period between 1990
and 2013.
3.2 Methodology and Variables Measurement.
3.2.1 Methodology
We estimate fixed effect regression model and perform robustness analyses to test the hypothesis as follows:
To test H1 we specifying the following regression model:
𝐹𝑂𝑙𝑙 , = 𝛼 + 𝛽 𝐼𝐹𝑅𝑆 , + 𝛽 𝐿𝐸𝑉 , + 𝛽 𝑀\𝐵 , + 𝛽 𝑆𝐼𝑍𝐸 , + 𝛽 𝑅𝑂𝐴 , + 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝑓𝑖𝑥𝑒𝑑 𝑒𝑓𝑓𝑒𝑐𝑡 + 𝜀 ,

(1)

In our robustness test we used different regression models to examine the effect of IFRS adoption on earnings
quality.
3.2.2 Variable Measurement
3.2.2.1 IFRS
The information about the accounting standards followed in preparing the firm’s financial statements was obtained
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from DataStream database. The DataStream code (WC07536) provides information about the accounting standards
followed in preparing the financial statements for a specific firm. Table 4.2 provides a detailed description of the
Worldscope code (WC07536) classification of the accounting standards followed by each firm. DataStream
identifies 23 different accounting standards that are used by firms to prepare the financial statements. This
identification ranges from local accounting standards (07536 = 1), International Accounting Standards (IAS)
pronounced by International Accounting Standards Committee IASC ( 07536 = 2), U.S. standards (07536 =3),
accounting standards that adopt local standards with other gridlines (07536 = 08, 10, 17) , or other hybrid type
accounting standards that adopt local standards along with international accounting standards (07536 = 18,19)
(Note 3).This thesis follows J.-B. Kim and Shi (2012a), by identifying the firm as an IFRS adopter, if it adopts a
full set of IFRS or IAS (07536 = 02 or 23), and marked as a non-adopter if it adopts any other accounting standards.
In particular, if the firm adopts IAS or IFRS with another set of accounting standards, then this firm is considered
as a non-adopter.
Table 4.2. Worldscope description of Accounting followed (Field 07536) Worldscope fields 07536
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

Worldscope description
Local standards
International standards
U.S. standards (GAAP)
Commonwealth countries standards
EU standards
International standards and some EU guidelines
Specific standards set by the group
Local standards with EU and IASC guidelines
Not disclosed
Local standards with some EU guidelines
Local standards – inconsistency problems
International standards – inconsistency problems
US standards – inconsistency problems
Commonwealth standards – inconsistency problems
EEC standards – inconsistency problems
International standards and some EU guidelines – inconsistency problems
Local standards with some OECD guidelines
Local standards with some IASC guidelines
Local standards with OECD and IASC guidelines
US GAAP reclassified from local standards
Local standards with a certain reclassification for foreign companies
Other
IFRS

3.2.2.2 Analysts’ Coverage
Consistent with the previous research (Piotroski and Roulstone (2004)Chan and Hameed (2006), (Lobo et al.,
2012). The intensity of financial analysts’ activity will be measured using the number of analysts who issued oneyear earnings per share forecast for a firm, during a given calendar year. The data for the number of analysts who
issue earning per share forecast are to be obtained from I/B/E/S international, which can be accessed through the
DataStream, using the code number (EPS1NE) in the database.
3.2.2.3 Firm Size
Firm size, whether measured by firm’s total asset (Paananen and Lin, 2009) , or firm’s total market value of equity
(Oswald and Zarowin, 2007, Kim and Shi, 2012, Boubaker et al., 2014, Chan and Hameed, 2006, Devalle et al.,
2010, Barth et al., 2008, Brochet et al., 2013, Lee and Liu, 2011) has been proved by prior literature to has a
positive relation with stock price synchronicity.
Lobo et al. (2012) expect positive relation between analysts following and firm size. In addition, Baik et al. (2010)
observe that firm size and the number of analysts following can be simultaneously determined because analyst
coverage can lead to higher valuations and analysts are more likely to follow firms with higher values.Piotroski
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and Roulstone (2004)argue that including firm size on the regression model helps in controlling for omitted firmspecific factors. Where they mention that firm size is positively associated with various aspects of the firm's
information environment, including media coverage and overall levels of investor interest. Differences in firms'
information environments could influence financial analyst’s decision to follow the firms. In addition,
Bhushan(1989) argues that the firm size will affect the analysts’ activity, where the large firms tend to attract more
financial analysts.
3.2.2.4 Growth Opportunity
Growth firms may be more difficult to value because most of the value lies in the firm’s growth opportunities
rather than in the assets already in place (Bhushan, 1989, Barth et al., 2001). For this reason,Jiraporn et al. (2014)
expect negative relation between growth opportunity and the number of financial analysts who follow the firms.
However, Lobo et al. (2012) argue that Firms with higher growth are more likely to be followed by investors and
generate higher trading commission. We thus control for growth by including the ratio of market value of equity
to book value of equity.Following the outcomes of An and Zhang (2013), Bae et al. (2013), Hasan et al. (2014),
He et al. (2013), Gul et al. (2010), and Hutton et al. (2009) the ratio of market value of equity to book value of
equity will be used as one of the regression model control variables. The data for market to book value will be
obtained from the DataStream database.
3.2.2.5 Financial Leverage
Beuselinck et al. (2010)suggest that the firms with high financial leverage have higher intrinsic risk factors which
may enforce the investors to collect firm-specific information.(Jiraporn et al., 2014) document a significant
negative relation between financial leverage and analysts’ coverage.Following on from the prior literature, the
firm’s financial leverage ratio as measured by the firm’s total debts to total assets ratio will be included in the
regression model to control for the effect of firm’s financial leverage on financial analysts’ decision to follow the
firms. The data needed to measure the firms’ financial leverage will be obtained from the DataStream database.
3.2.2.6 Firm Performance (ROA)
Firm’s profitability, is believed to have a relationship with the financial analyst’s decision to follow the firm. We
examine the impact of firm profitability on analyst coverage since prior studies suggest that analysts will be
reluctant to follow non-profitable companies (Baik et al., 2010, Boubaker and Labégorre, 2008, Jiraporn et al.,
2014).Hassan and Skinner(2016)finding suggests a significant positive effect of ROE on analysts’ coverage.
Following Masa’deh, Tayeh, Al-Jarrah, &Tarhini (2015) and Obeidat, El-Rimawi, Maqableh, & Al-Jarrah (2013)
return on assets (ROA) will be used to measure firm’s profitability.
4. Discussion of Results
4.1 Descriptive Statistics and Preliminary Tests
4.1.1 Descriptive Statistics
Table (2) presents descriptive statistics for the variables used in our analysis. On average the sample firms are
followed by 6 financial analysts. At least there is one financial analysts issued expectation for next year earnings
per share for the firms in our sample, and the highest number of financial analysts who provide one year expectation
of EPS is 40. The statistics for other variables is as follow; growth opportunity (as measured by market value of
equity to book value of equity) range from about -8 to 23.38 with a mean value 2.8. Leverage (total debt to total
assets), size (natural log for total assets), and ROA (net income to total assets) record a mean value of, 0.211, 11.88,
and 2.92, respectively.
Table 2 present the descriptive statistics for the variable of interest. The statistics are computed from 10953 firm
year in the sample period 1990-2013
Variable name

Num. of Obs

MEAN

STD.DEV.

MIN

MAX

GROWTH_OPPURTUNITY

10953

2.876

4.082

-8.07

23.38

LEVERAGE

10953

0.211

0.156

0.001

0.908

SIZE

10953

11.88

2.18

5.40

18.96

ROA

10953

2.924

14.249

-38.47

29.28

Analysts

10953

5.816

6.274

1

40

IFRS

10953

0.516

0.499

0

1
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4.1.2 Correlation Matrix
Table 3 reports the correlation coefficient between key variables; the correlations are computed from 10953 firm
year observations from 1467 UK listed firms for the period between 1990 and 2013.
GROWTH_OPPORTUNITY
GROWTH_OPPORTUNITY

LEVERAGE

IFRS

SIZE

Analysts

ROA

1

LEVERAGE

-0.064

1

IFRS

-0.070

0.053

1

SIZE

-0.055

0.149

0.050

1

Analysts

0.057

0.120

0.001

0.800

1

ROA

0.003

-0.044

-0.067

0.329

0.300

1

Table (3) Presents Pearson correlation matrix for the dependent (analysts coverage), independent (IFRS adoption)
and all the control variables used in the regression analysis. The Pearson correlation coefficient is a measure of the
strength of the linear relationship between two variables. The highest correlation coefficient is between firm size
and analyst coverage. This significant positive correlation between firm size and analysts’ coverage suggest that
financial analysts tend to follow large firms. This result is consistent with the results of (Lobo et al., 2012, Baik et
al., 2010).The lowest correction is between analysts’ coverage and IFRS. The correlation between IFRS adoption
and analysts’ coverage is positive suggesting that the IFRS adoption could attract financial analysts to follow the
firmsleads to higher earnings quality. Because the correlation coefficients for all the variables in the correlation
analysis matrix are below 80%, we can suggest that there is no multicollinearity problem in the data (Gujarati and
Porter (2009).
4.1.3 T-test Results
Table 7 present the results of unpaired sample t_test of differences in means for our sample firms before IFRS
adoption and after IFRS adoption. ANALYSTS_preIFRS is the mean of Financial analysts before IFRS adoption,
ANALYSTS_post is the mean of Financial analysts after IFRS adoption. The test is computed from 10953 firm
year observations from 1467 UK listed firms for the period between 1990 and 2013
Unpaired t-test
Variable

observations

Mean

Std

95% Conf.

interval

ANALYSTS_Pre_IFRS adoption, IFRS = 0

5302

5.63

0.0802

5.473

5.787

ANALYSTS_Post_IFRS adoption, IFRS = 1

5651

5.991

0.0885

5.817

6.164

Combined

10953

5.816

0.06

5.699

5.933

-0.361

0.112

-0.596

-0.126

Diff

Diff = Mean(ANALYSTS_Pre_IFRS) - Mean(ANALYSTS_Post_IFRS)
t= -3.008
p_value = 0.001***
The result of t-test and test suggests that the mean value of analysts’ coverage for post-IFRS adoption sample is
significantly higher than that for pre-IFRS adoption sample. This result provides an initial indication that the
mandatory IFRS adoption increases the number of financial analysts who cover the firms with their one year
expectation of EPS.
4.2 Main Results
The main aim of this research is to examine the effect of IFRS adoption on the financial analysts’ decision to cover
the firms. to test this effect, we use regression model, which its results are documented in table 5. Thus, our variable
of interest is the coefficient of the IFRS variable, which captures the incremental change in the number of financial
analysts who follow the firms, for UK firms after mandatory IFRS adoption relative to pre-adoption period. The
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coefficient of this variable is significantly positive suggesting that the improved transparency and higher
comparability of the financial reporting after the mandatory adoption of IFRS encourage financial analysts to
follow the firms. this results is consistent with the findings of Kim and Shi (2012), where they find that the financial
analysts follow the firms that voluntary adopt IFRS more than non-adopters.
The results also suggest that, the bigger firms are followed by more financial analysts, this result is consistent with
the results of (Lobo et al., 2012, Baik et al., 2010). Consistent with the results of (Hassan and Skinner, 2016,
Jiraporn et al., 2014) more financial analysts tent to cover more profitable firms.These firms with high growth
opportunity also have a significant positive impact on analyst coverage. This results contradict with the suggestion
of Jiraporn et al. (2014), who expect negative relation between growth opportunity and the number of
financial analysts who follow the firms. while it corroborate the findings of Lobo et al. (2012), who argue that
Firms with higher growth are more likely to be followed by investors and generate higher trading commission.
Firm’s financial leverage tends to have negative relation with analyst coverage variable.
Table 4. Multivariate regression analysis of IFRS adoption and analysts following. The sample consists of 10953
firm year observations from 1467 UK listed firms for the period between 1990 and 2013. This regression results
based on panel data industry fixed effect model. The dependent variable is analysts following calculated by the
number of financial analysts who follow the firm. The main independent variable is the mandatory adoption of
IFRS; the first column presents the dependent variables. The second column presents the estimated coefficients
change in the dependent variable as a result of one unit change in the independent variable. The third, fourth and
fifth columns represent the standard errors, t_test and p_value results respectively. Here *, **, *** present 10, 5,
1 % levels of significant respectively for two tailed test.
coef.

robust std.err

T

p

IFRS

0.049

0.023

2.12

0.034***

LEVERAGE

-0.116

0.081

-1.43

0.152

15.2
SIZE

0.311

0.02

6

0.000***

ROA

0.001

0.000

2.17

0.030***

GROWTH_OPPORTUNITY

0.004

0.002

2.56

0.011***

Const

-1.513

0.235

-6.43

0.000***

5. Conclusions
This study examines the impact of the mandatory adoption of IFRS on the analysts’ coverage of the UK firms.
Using a sample of 10,953 firm year observations from 1,467 distinct UK listed firms for the period between 1990
and 2013, we run regression analyses to examine the effect of mandatory IFRS adoption in the financial analysts
following. The regression results suggest that analyst coverage, as measured by the number of financial analysts
who provide next year expectation for firms EPS, did increased following the mandatory adoption of IFRS. This
research documents clear and novel evidence on whether the mandatory adoption of IFRS improved information
environment of the UK firms. The findings of this study may provide implications to the users of accounting
information and the standard setters. The IFRS adoption has improved the number of financial analyst who cover
the firms with their expectations of EPS, so it could benefit accounting information users in this respect. The
findings may also help the standard setters in the UK in considering whether to adopt IFRS for UK’s private firms
in the future or not. Hence, the results can serve as a piece of timely evidence for evaluating the IFRS adoption in
the UK.
In addition, this paper contributes to the literature that examines the economic consequences of mandatory IFRS
adoption. Most of the literature on the consequences of mandatory IFRS adoption provide transitory evidence with
low statistical power because of short history of IFRS adoption Brüggemann et al. (2012). Also, most of these
papers provide evidence based on multi-countries data which make it difficult to distinguish the effect of IFRS
from other concurrent changes that may affect the financial reporting content. By using large sample for long time
period, from one county, we followed the future research recommendations of Brüggemann et al. (2012).
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Notes
Note 1. See Regulation (EC) 1606/2002 for further information
Note 2. The three databases are combined in one software called DataStream published by Thomson Reuter.
Note 3. The information about Worldscope accounting standards classifications is retrieved from Thomson Reuters
(2012) website.
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