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O ABSTRACT O

This paper is concerned with the regulation of international accounting and the
difficulties that condition its successful implementation, particularly in the context of
developing countries such as The Syrian Arab Republic. Although international bodies are
devoted to internationalize accounting practices, most studies have acknowledged the
international differences in accounting, which are attributed to the fact that national
accounting systems are consequences of environmental factors (economic, political,
professional and cultural) in which they are developed. As a result, it is possible to
hypothesize that the problem of appropriate accounting standards will imply a different
norm of compliance and practices of IASs/IFRs. Consequently, this research suggests an
adaptation or customization approach to meet the local needs of cultural, political,
economic and other environmental factors in Syria.
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A Suggested Approach to Adapt the Implementation of International
Financial Reporting Standards (IFRs): A Syrian Case Study.

Introduction :

This paper is concerned with the notion and regulation of international accounting
and the difficulties that condition its successful implementation, particularly in the context
of Less Economically Developed Countries (LEDCs) such as Syrian Arab Republic.

International accounting is taken here as referring to the harmonization of accounting
standards, and practices which are used for presenting financial reports in more than one
country. The International Accounting Standards (IASs), issued by the International
Accounting Standards Committee (IASC) and now International Financial Reporting
Standards (IFRs) issued by the International Accounting Standards Board (IASB),
represent an important part of the process of international harmonization. However, the
notion of enforcing worldwide accounting standards is still under debate and the extent to
which such standards have been implemented internationally is questionable.

Although efforts devoted by international bodies to internationalize accounting
practices are enormous, almost all studies have acknowledged the existence of
international differences in accounting. These differences are mainly attributed to the fact
that national accounting systems are consequences of environmental factors in which they
are developed. Variations in national environments encompass differences in economic,
political, professional and cultural factors.

The possibility of implementing 1ASs/IFRs in Less Economically Developed
Countries (LEDCs) has been under much dispute. It is argued that environmental factors
and the characteristics of their accounting systems limit the benefits of international
standards to the process of economic development. To the contrary, it is argued that
international standards will assist economically those countries, in general and even more
specifically, if these standards have been locally customized. As such, this paper addresses
this research question: how could the characteristics of the Syrian accounting systems
facilitate a successful implementation of the IASs/IFRs.

The rest of this paper is divided into seven sections. The second section presents
research importance and objectives. The third section suggests a radical structuralism
methodology and a case study method. Discussion section comes forth. It highlights the
professional bodies involved in regulating international accounting. It also points out that
international differences still exist in spite of IASs/IFRs being issued. Additionally, this
section considers briefly the debate about the difficulties associated with the harmonization
within the international context. This is followed by a description of the characteristics of
the LEDCs’ accounting systems in which there is a dispute about the suitability of these
systems to implement 1ASs/IFRs and the possibilities of any feasible success. The fifth
section presents the characteristics of the public and private Syrian accounting systems
along with their environmental background. The sixth section proposes a suggested
approach to facilitate the Syrian implementation of IASs/IFRs. The final section presents
the paper conclusions and recommendations.

Research Importance and Objectives :

The importance of this paper streams out from the recent Syrian regulations and
modernization measures that have taken place since the year 2000. Specifically, these
include Private Banks Law No. 28 of 2001, the Law No 22 of 2003 that has established the
Syrian Commission for Financial Securities and Market, Damascus Exchange Law No. 55
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of 2005, Commerce Law No. 33 of 2007, the 2008 Companies Law No. 3, and the Decree
No 33 of 2009 for organizing accounting profession in Syria. The common feature of these
regulations is the legal enforcement of 1ASs /IFRs adoption.

The objective of this paper is to suggest adapting or customizing the approach of
International Financial Reporting Standards (IASs/IFRS) in a way that meets the local
needs of cultural, political, economic and other environmental factors in the context of
Syria. It also aims to draw the attention of the Syrian accounting policy makers to the fact
that it is naive to believe that IASs/IFRs are to be implemented by listed companies and
other corporations if Damascus Stock Exchange (DSE) has imposed a transition of the
previous GAAP based Financial Statements to that of IASs/IFRS based financial
statements, and in particular if the DSE and other regulatory bodies ignore the
environmental factors that influence such implantation negatively.

Research Methodology and Methods :

This paper adopts a radical structuralism methodology approach. Based on Hopper
and Powell (1985) and Ryan et, al (2002), this methodology could be used when the
critical accounting research views society as shaped by social structure (political,
economic, and culture environments, etc.. ) by which the researcher is interested in ordered
change or facilitating discussion about the direction of change. As this paper is concerned
with changing the way IASs/IFRs have been implemented by all recent Syrian regulations,
the researcher is facilitating discussion about ordered change of such implementation to
reflect the Syrian local environment.

Burrell and Morgan (1979) suggest that when studying organizations, statistical
analysis and surveys are appropriate methods, whereas descriptive methods such as case
studies are the most appropriate for explaining subjective view of reality. Yin (1994) also
suggests that the case study method is the most appropriate research strategy when the
research question is a one of (how-why) type, the researcher has no control over the
behavioral events, and the focus is on contemporary phenomenon. Applying these three
factors suggests that a case study is the preferred research method.

Discussion and Results :
Regulating International Accounting Practices:

The internationalization of business has led to cooperation among national
organizations within the accounting profession. These efforts created, in 1973 and 1977,
the most comprehensive international organizations: the International Accounting
Standards Committee (IASC) and the International Federation of Accountants (IFAC).
IFAC’s and IASC's basic activities aim to enhance the worldwide accounting profession on
a harmonized basis. Among these activities is the regulation of international accounting
practice. Most of the national professional accounting bodies participate in this
organization. As a member of a national body, the individual accountant is committed to
abide by the body’s regulations in its technical, as well as its ethical, aspects. As a
professional, the accountant should have enough freedom to behave in accordance with
these rules (Soeting, 1982). Therefore, members of a national association, who are also
members of IASB, are expected to comply with the international standards.

Nevertheless, other international bodies have shown an interest in participating in the
increased level of accounting harmonization either by supporting the work of international
bodies or through issuing another set of standards applicable to a set of countries such as
the EU. The international standards of IFAC and International Accounting Standards
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Board (IASB) (formerly known as International Accounting Standards Committee 1ASC),
the directives of the EU and the regulation of national bodies have led to an international
harmonization of accounting principles and rules. However, since this study focuses on the
IASs & IFRs, a brief discussion of the standard setting work of IASB is presented below.
In July 1989, IASC produced a document, framework for the preparation and

presentation of financial statements (‘Framework’). The 'Framework’, in effect, is the
conceptual framework upon which all 1ASs are based and hence it is the one that
determines how financial statements are prepared and the information they contain. The
framework consists of several chapters, presented after a preface and an introduction.
These chapters are as follows:

The objective of financial statements

Underlying assumptions

Qualitative characteristics of financial statements

The elements of financial statements

Recognition of the elements of financial statements

Measurements of the elements of the financial statements

. Concepts of capital maintenance
In March 2001, the IASC Foundation was formed in the USA. The IASC Foundation
is the parent entity of International Accounting Standards Board (IASB). The objectives of
the IASC Foundation are (ACCA, 2006):

1. To develop, in the public interest, a single set of high quality, understandable and
enforceable global accounting standards, that require high quality, transparent and
comparable information in financial reporting, to help participate in the world's capital
market and to enable other users to make economic decisions.

2. To promote the use and rigorous application of those standards.

3. To take into account, as appropriate, the needs of small, or medium-sized emerging
economic entities.

4. To bring about convergence of national accounting standards and IASs and IFRs to
a high quality solution.

NoakowhE

The International Accounting Standards Board (IASB) is an independent and
privately- funded accounting standards setter. It has sole responsibility for setting
accounting standards. Contributors include major accounting firms, private financial
institution, industrial companies throughout the world, central and development banks, and
other international and processional organization. Since 2001, the IASB has assumed its
responsibilities from its predecessor body: IASC. It has adopted 41 International
Accounting Standards (IASs) which have been issued by IASC. It has also issued its own
International Financial R eporting Standards (IFRs). So far several new IFRs have
been issued.

The International Organization of Securities Commissions (IOSCO) is the
representative of the world's securities markets regulators. High quality information is vital
for the operation of an efficient capital market, and differences in the quality of accounting
policies and their enforcement between countries lead to inefficiencies between markets.
IOSCO has been active in encouraging and promoting the quality and improvement of
IASs/IFRs over the past years. This commitment has been issued by the agreement
between IASC and 10SCO to work on a program of "core standards™ which could be used
by publicly-listed entities when offering securities in foreign countries. 10SCO released a
report in May 2000 which recommended to all its members that they allow multinational
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issuers to use IASs/IFRs, as supplemented by reconciliation, disclosure and interpretation,
where necessary, to address outstanding substantive issues at national or regional level
(ACCA, 2006). Furthermore, within European Union, all listed companies in member
states must use IASS/IFRs in their consolidated financial statements from 2005 and on. To
this end, the IASB has undertaken an improvement project dealing with revisions to 1ASs
like presentation, leases, related parties and earnings per share. This has been matched in,
for example, the UK, by a convergence project, bringing UK GAAP into line with IASs.

Current IASS/IFRs :

Requirements of 1ASs/IFRs do not override national standards. However, there is a
growing harmonization between national and international practices. For example in
Europe, the consolidated financial statements of many top multinationals are now prepared
in conformity with national requirements, EC directives and IASs/IFRs. Excluding USA,
all European Countries, Arab States, and many other Countries such as: China, Singapore,
Japan, Russia, India are enforced to adopt IASs / IFRs.

International Accounting Standards Date of
Issue

IAS 1 (revised) Presentation of financial statements Dec 2003
IAS 2 (revised) Inventories Dec 2003
IAS 7 (revised) Cash Flow Statements Dec 2003
IAS 8 (revised) Accounting policies, changes in accounting estimates and errors Dec 2003
IAS 10 (revised) | Events after the balance sheet date Dec 2003
IAS 11 (revised) | Construction contracts Dec 1993
IAS 12 (revised) | Income taxes Nov 2000
IAS 14 (revised) | Segment reporting Aug 1997
IAS 16 (revised) | Property, plant and equipment Dec 2003
IAS 17 (revised) | Leases Dec 2003
IAS 18 (revised) | Revenue Dec 1993
IAS 19 (revised) | Employee benefits Dec 2004
IAS 20 Accounting for government grants and disclosure of government assistance | Jan 1995
IAS 21 (revised) | The effects of change of foreign exchange rate Dec 2003
IAS 23 (revised) | Borrowing costs Dec 1993
IAS 24 (revised) | Related parties disclosure Dec 2003
IAS 26 Accounting and reporting by retirement benefits plans Jan 1995
IAS 27 (Revised) | Consolidated and separate financial statements Dec 2003
IAS 28 (revised) | Investments in associates Dec 2003
IAS 29(revised) | Financial reporting in hyperinflationary economics Jan 1995
IAS 31(revised) | Interest in joint venture Dec 2003
IAS 32 (revised) | Financial instruments: presentation Dec 2003
IAS 33(revised) | Earnings per share Dec 2003
IAS 34 Interim reporting Feb 1998
IAS 36 (revised) | Impairment of Assets Mar 2004
IAS 37 Provisions, contingent liabilities and contingent assets Sep 1998
IAS 38(revised) | Intangible assets Mar 2004
IAS 39(revised) | Financial instruments: recognition and measurements Dec 2004
IAS 40 Investment property Dec 2003
IAS 41 Agriculture Feb 2001
IFRS 1 First time adoption of International Financial Reporting Standards June 2003
IFRS 2 Share-based payment Feb 2004
IFRS 3 Business combinations Mar 2004
IFRS 4 Insurance contracts Mar 2004
IFRS 5 Non-current Assets held for sale and discontinued operation Mar 2004
IFRS 6 Exploration for and evolution of mineral resources Dec 2004
IFRS 7 Financial instruments: disclosures Aug 2005
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Generally Accepted Accounting Practice (GAAP):

In individual countries, GAAP is seen primarily as combination of: National
company law, National accounting standards, and Local stock exchange requirements.
Although these sources are the basis for the GAAP of individual countries, the concept
also includes the effects of non-mandatory sources such as (ACCA, 2006):

e International accounting standards (but not after 2005 for listed companies in
Europe).

e Statutory requirements in other countries.

In many countries, like the UK, GAAP does not have any regulatory authority or
definition, unlike other countries, such as in the USA. The term is mentioned rarely in
legislation, and only then in fairly limited terms. There are different views of GAAP in
different countries. In the UK it is seen as a dynamic concept. '‘Generally Accepted' does
not mean 'generally adopted or used'. Any accounting practice which is legitimate in some
circumstances should be regarded as GAAP, based on factors including whether the
practice is consistent with the fundamental concept of 'fair and true'. This view is not held
in all countries, however. In the USA, the equivalent of a 'true and fair view' is ' a fair
presentation in accordance with GAAP'. GAAP is defined as those principles which have
'substantial authoritative support’. Therefore accounts prepared in accordance with
accounting principles for which there is no ' substantial authoritative support' are presumed
to be misleading or inaccurate (ACCA, 2006). The effect here is that 'new' or 'different’
accounting principles are not acceptable unless they have been adopted by the mainstream
accounting profession, usually the standards-setting bodies or professional accountancy
bodies. This is much more rigid than the UK view expressed above.

International Accounting Differences :

The viability of the harmonisation process of accounting practices is still under much
dispute. The debate has focused on some fundamental challenges that impede any
significant advancement to this process. Although it is still a matter of some controversy to
determine the most influential factors here, environmental and cultural differences (effects
of variation in the economic, political and legal systems, the accounting profession and
countries’ cultures) have been suggested by a number of research scholars as underlying
causes for the existence of different international accounting systems (e.g., Mueller, 1967,
Zeff, 1972; Radebaugh, 1975; Nair and Frank, 1980; Choi and Mueller, 1984; Nobes,
1983; Arpan and Radebaugh, 1985; Nobes and Parker, 1998; Gray, 1988; Lawrence,
1998). This body of research has contributed to a growing realization that fundamentally
different international accounting patterns exist. In this regard, the existence of these major
differences will lead to greater complications for those preparing, consolidating, auditing
and interpreting published financial statements.

The International Standards and Accounting Systems of LEDCs

Whilst the issue of applicability of international standards to developing countries
has been a subject of debate, consensus is lacking about adopting one set of global
standards. In fact, two different schools of thought have contributed to the debate about
this issue. The first one argues that the most suitable accounting systems are
environmentally bound and, therefore, those systems should be developed locally in a way
that enhances the local economic development. This view has prevailed in the accounting
literature since the IASC’s inception in 1973 until the beginning of the 1990s when the
adoption of IASs, as a result of economic globalization, became more acceptable
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internationally and, in particular, for the developing and newly industrialized world. The
second school, which represents the positive side of this debate and supports the
applicability of international standards to developing countries, has dealt with how much
economic benefit the developing countries would yield if their accounting systems are
internationalized. This view has been enhanced after the successful adaptation of the 1ASs
in some of the Far East countries and, in particular, since the beginning of the 1990s, when
most communist bloc and planned economies moved to market based economies.
Economic globalization has accelerated the widespread acceptance of implementing
international standards.

Characteristics of LEDCs’ Accounting Systems :

A number of studies have been carried out to evaluate the nature of accounting
systems in LEDCs (e.g., Hove, 1986; Briston, 1990; Agacer & Doupnik, 1991; Enthoven,
1991; Farag, 1991; Harry, et al., 1994; Baydoun & Willett, 1995). The majority of these
studies have emphasized two points: first, that the LEDCs’ accounting systems have been
directly imported and influenced by accounting norms established in the developed
countries (i.e. Hove, 1986; Nobes and Parker, 1998); and second, that accounting systems
in LEDCs are faced with an inherent series of technical, educational and operational
problems (Enthoven, 1991; Farag, 1991).

Most LEDCs’ accounting systems have been influenced by external factors (i.e.,
historical, colonization, economic and political) and internal factors (i.e., cultural,
technical, operational and educational problems) that have impacted on the development of
the accounting professions in those countries. Moreover, creating accounting practices in
almost all developing countries may not be relevant given that they were imposed by
developed countries through a variety of channels, rather than in response to the local
needs of those countries. It has been argued that the accounting profession did make
significant advances because of these reasons (Farag, 1991). However, it has also been
argued that, enhancing accounting practices in LEDCs could be achieved through
standardization and enforcement of accounting standards. These standards can either be
locally developed or from standards developed elsewhere (Al-Bastaki, 2000).

Argument against the Adoption of International Standards :

Opponents to worldwide adoption of international standards have generally argued
that accounting systems in developing countries need to respond to the specific economic,
cultural and political conditions in addition to other environmental factors which are
unique to those countries (Hagigi and William, 1995). The transfer of accounting
knowledge from developed to developing countries is seen as being environmentally
bound. This school argues that IASs may not be universally applicable or acceptable.

This claim has been supported by the view that IASs/IFRs are based on the needs of
users in developed countries, and that therefore they are not particularly relevant to the
needs of LEDCs where totally different social and economic environments exist (Samuels,
1990; Enthoven, 1991; Briston and Liang, 1990; Briston and Wallace, 1990; Parry and
Groves, 1990; Baydoun and Willett, 1995). The financial reporting of developing countries
must provide the information appropriate for economic decision-making in such a society.
This is because the large public sector dominates the economy of many LEDCs, and
accountants, therefore, cannot ignore the requirements of economic decision-making
within that sector (Samuels and Oliga, 1982).
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Moreover, cultural differences are cited as the most serious barrier obstructing the
harmonization process. The standards-setting process of the IASB has been demonstrated
to be strongly influenced by the Anglo-American accounting model. As a result, IASs/IFRs
tend to reflect the circumstances and the pattern of thinking in a particular group of
countries. Perera (1989b) has discussed that the transfer of accounting skills from Anglo-
American countries may not work because they are culturally irrelevant or dysfunctional in
the receiving countries’ contexts. The conclusion suggests that cultural differences are
certain to create gaps, and, therefore, IASs/IFRs are likely to encounter additional
problems of relevance in countries where different cultural environments from those found
in Anglo-American countries exist.

A final support, that has been claimed to impede the harmonisation process, is the
strong influence of nationalism. This factor may limit economic integration in general, and
accounting in particular. A country that conveys a national pride advantage will limit
effective communication and reject the standards of other countries, preferring to create its
own ones (Cooper et al., 1998). At present, there seems to be an imbalance of power
between LEDCs and the dominance of the domestic accounting of developed countries -
the so-called internationalization of domestic standards of dominant members of the
standards-setter bodies. Thus, this process has become a means of legitimating worldwide
principles and practices that may or may not be appropriate to other countries or societies
(Hove, 1990), and this reinforces the feeling of national pride.

Arguably, these points can be contrasted since it seems that they are not currently
applicable to all LEDCs. Many of the LEDCs have successfully implemented privatization
processes by which the leading role of the public sector has been dramatically reduced.
The new business environment of those privatized developing countries will create a basis
for more developed and transparent accounting systems. Even in some centrally planned
economies where the public sector is still dominant, such as China, it is been suggested
that the adoption of international standards has been successful (Hagigi et al., 2000).
Therefore, since the accounting harmonisation process is not easily transferred to
developing countries, it can be concluded that the opponents’ views have not entirely
considered that the required changes have also been bound by timing and degree of
response to international pressures.

Argument in Support of the Adoption of International Standards :

Expressing belief in the suitability of IASs/IFRs in LEDCs, other scholars have
discussed that the LEDCs need to implement international standards because of the
benefits profile they may generate when applied successfully (Wallace, 1990; Belkaoui,
1994; Joshi and Ramadhan, 2002). The IASC says that IASs/IFRs are generally applicable
in developing and newly industrialized countries as they are in LEDCs (Joshi and
Ramadhan, 2002). It is argued that research shows that more than 56 out of 67 countries
surveyed by the IASC (1996) either used IASs/IFRs as their national standards or based
their national standards on IASs/IFRs (Joshi and Ramadhan (2002).

The adoption of IASs/IFRs has been suggested as appropriate in LEDCs to facilitate
world trade, economic growth and foreign investment (Arpan and Radebaugh, 1985;
Taylor et al., 1986; Wolk et al., 1989; Livingstone, 1990; and Mueller et al., 1991).
Another concern is the benefits LEDCs companies would have on the global capital market
(Collins, 1989; Moulin and Solomon, 1989; and Arpan and Radebaugh, 1985), and also
reducing the costs of setting up accounting standards, enabling the profession to apply
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established professional standards of behavior, and conducting and legitimising its status as
a member of the international community (Belkaoui, 1988; Wolk et al., 1989; Belkaoui,
1994). Reasons for the wider acceptance of 1ASs/IFRs have been suggested as being used
for setting the national accounting requirements as an international benchmark. This is
because the financial statements that are prepared in accordance with IASS/IFRs are
accepted by regulators and stock exchanges. Choi and Mueller (1992) have pointed out that
these benefits have led several LEDCs to adopt 1ASs/IFRs. However, it is evidenced that
the LEDCs have found IASs/IFRs a valuable resource for improving the national
accounting standards (Gangolly, et al., 2002).

Empirical studies on the applicability of international standards have showed an
increased acceptance and enforcement. Joshi and Ramadhan (2002) have concluded that
the present trend in Bahrain is to adopt 1ASs/IFRs. A study of relevance of 1ASs/IFRs in
Turkey suggests that principles set out in IAS17 “Accounting for Leases” are considered
applicable and acceptable as a basis for national standards (Curiuk and Cooke, 2000). In the
Indonesian environment, it is perceived that adoption of internationally acceptable
accounting standards will enhance the level of confidence of foreign portfolio investors in
the capital market (Diga and Saudagaran, 2000). A major development has been in China,
as an example of a centrally planned economy. It has been reported that Chinese
accounting practices have become internationalized. Hagigi et al., (2000) have reported the
mechanisms through which Chinese accounting practices were developed internationally in
the early 1990s. These changes are a consequence of the Chinese economic reforms from a
centrally planned economy to a market one (Lin and Feng, 2000). New accounting
regulations and accounting systems were introduced into the economies which have
remarkably reduced the differences between Chinese accounting practices and
international ones (Ge and Lin, 1993).

Characteristics the Syrian Accounting Systems:
Preview :

Accounting in Syria has undergone some changes in the last five decades, reflecting
Syrian political and economic history during this time. Currently, the public sector (state
owned) dominates the Syrian economy although the contribution of the private sector has
recently been increased. Accounting practices and principles in the public sector have
reflected those of the countries classified internationally as using uniform accounting
approaches (Nobes, 1998). With a centrally planned economy since 1963, the government
has issued a uniform accounting system for all the state’s enterprises in which the focus is
on production and cost accounting over external reporting. However, the new 2007
uniform accounting systems has officially required that all government owned companies
to prepare their financial statements according to the requirements of IASs/IFRs.
Accounting practices and principles in the private sector have prolonged free of regulation.
Up to year 2007, the commercial Law of 1949 that regulated this sector did not include
any accounting principles or requirements; it was rather oriented towards protecting the
shareholders and debtors. Yet, after 2000, a series of new liberalization measures have
been introduced to offer modern legislative and transparent business environment such as
the 2009 Companies Law that has mandated the implementation of IASs/IFRs.
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Background of the Syrian Accounting Profession :

There has been little previous research into the development of the Syrian accounting
profession. This lack of interest may be due, in part, to the perception that the role of a
professional body as a self-regulatory one is negligible, and the accounting market and
resources are extremely limited since they have been dominated by the public sector.
Shawki (1991) has argued that government intervention has resulted in the so-called
nationalization of the accounting profession and that the accountant has become a
government servant rather than an independent professional. Alkadi (1992) explained that
historically the French auditors used to provide the accounting service during the Mandate
period. The establishment of several stock corporations accompanied independence in
1946, and a few national accounting offices began to offer accounting services. This period
of profession development continued until the emergence of the United Arab Republic
(UAR) in 1958. The Certified Public Accounting System was issued to organise auditing
practice and the Syrian Association of Chartered Accountants (SACA) was also
established.

Shortly after setting up the UAR, a standstill period of the accounting profession
began. Alkadi, (1992) argues that the reasons could be attributed to a reduction in the
establishment of new corporations when the UAR nationalized some stock companies in
1961, which had a negative effect on the accounting profession. This was followed by a
period of political and economic disorder during the disunion period in 1961. More
comprehensive nationalization resolutions were issued in 1965. Auditing the financial
statements of the nationalized companies was assigned to independent private auditors
until 1967, but the establishment of the Central Institution of Financial Control (CIFC) in
1967, caused the profession’s standstill to turn into a regression. CIFC has become
responsible for providing auditing services to all the public organizations that are related to
the state budget. This period continued up to the end of the 1980s and was accompanied by
a limited demand for accounting and auditing services. In the 1990s, a new Income Tax
Law No 20 of 1990 and Investment Promotion Law No 10 of 1991 were issued. These
regulations have increased after year 2000, and consequently enhanced the demand for
accounting services in the private sector.

Currently, Decrees No. 22 of year 2003 and No. 55 issued in year 2005 launched
Syrian Financial Markets. There is a newly established stock exchange in Syria that
commenced operations in year 2009, which might provide a role for financial reporting.
The new 2009 Accounting Profession Regime (Decree No 33) and the 2008 Company Law
regulate Accounting and auditing practices. SACA has partially been given the legal
authority to organize the accounting and auditing practice. Although the role of SACA in
organizing the auditing profession has been also disabled because of the dominance of the
public sector, SACA has recognized and evaluated accounting practice internationally,
influenced by IASC, and as a member of IFAC, issued the first draft of accounting
standards in 1995 (amended in 2000) in accordance with the IASs. Until 2009, SACA had
no legal or professional power to enforce implementation and it is not known if the
Ministry will do so. Therefore, the scope of international influence was limited. As a result,
this recent Syrian legal enforcement of IASs/IFRs is a response to increasing international
influences. The following sections discuss briefly the public and private influences on the
regulation of accounting practice and the current situation of the Syrian accounting
profession.
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Public Sector Accounting :

The Syrian Uniform Accounting System (UAS) was approved in 1974 and revised in
1978. It is applicable to all state-owned enterprises (the public sector) and the collaborative
sector (i.e. housing, agriculture). In general, this system provides a national uniform chart
of accounts, definitions and explanations of terminology, explanations of the form of
journal entries, principles of accounting measurements (valuation), cost accounting
methods and uniform cost control accounts, standard forms for financial statements and the
enterprise value added statement. This set of information is intended to link the entity’s
financial reporting and the national economic accounts. Neither income nor cash flow
statements are required. Until 2007, The Uniform Accounting System made use of the
accounting measurements and valuation methods normally listed in GAAP. For example,
tangible assets are valued at their historical cost, and depreciation is allocated on a straight-
line and according to previously decided rates. Other concepts may include accruals,
prudence and consistency. When valuing the inventory, it must be valued at the lower cost,
or market value using LIFO, FIFO or weighted average.

The most important change of the 2007 UAS is a legal requirement that all
government- owned companies have to prepare their financial statements according to the
requirements of 1ASs/IFRs. Implementing the Uniform Accounting System is compulsory
for all state owned companies and establishments. Moreover, all enterprises are required to
establish a so-called accounting manual, which should be appropriate to the nature of their
own business. It must include detailed flow charts and explanations of the entire
accounting system, descriptions of all data processing procedures and controls, and a
comprehensive statement of both the accounting principles underlying the annual financial
statement and the procedures used in the mandatory annual inventory. However, an
interesting fact can be observed. In such an environment of professional practice, the
accountant has also been nationalized and is no longer working as an independent
professional, and disclosure policies have been neglected since the accountants have
tended to apply the regulations more than those policies.

Private Sector Accounting :

Up to 2007, and as the role of a professional body has been dismissed for a long time
by the government, the Commercial Law of 1949 and income tax legislation have
influenced and regulated private sector accounting. This Commercial Law was only
applied to private sector companies. When it was issued, the Syrian economy operated
through private organizations, and it was applied to the whole economy. After the
fundamental change of the Syrian political and economic systems in 1963, which was
followed by economic nationalization measures, the role of this Law significantly
decreased. It may be argued that this is a reason to justify keeping this Law for more than
fifty years without major amendments. The 1949 Commercial Law stated that private
companies must prepare and publish annual audited financial statements. This includes a
balance sheet, trading and/or operating accounts, and profit and loss accounts. Neither
income nor cash flow statements are required for this type of company. In practice, the
preparation of financial information is a legal requirement that only serves two groups: the
shareholders and the tax authorities. It can be argued that it is not needed for fair
presentation and this is due to, for example, the lack of a stock exchange in Syria. The
influence of tax law is extremely significant. Business expenses are deductible for tax
purposes only if listed on the schedules issued by the Ministry of Treasury. For example,
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the authorities identify the annual rate of depreciation irrespective of the assets’ useful life,
and legal reserves must be created.

Arguably, it could be concluded that financial reporting in Syria was not oriented
toward a “fair” presentation of the financial position and results, it was rather directed
towards compliance with legal requirements and tax law, and accordingly it can be
described as a form over substance accounting systems. Up to year 2007, Syria did not
apply any special accounting principles, but it depended on some rules and regulations
issued concerning different accounting principles such as inventory valuation and
depreciation of fixed assets. On the first hand, while there is no comprehensive statement
of accounting principles implemented in the private sector, different accounting practices
prevail in practice (Deloitte and Touche, 1990). On the other hand, the public sector
applies the uniform Accounting System. Currently, complying with the requirements of
IASs/IFRs is legally forced by the recently issued legislations such Damascus Stock
exchange listing requirements, the 2009 Accounting Profession Regime, some consequent
income tax reforms.

A Suggested Approach to Facilitate Implementing the IASs/IRRs in Syria :

Although this paper supports the necessity of enhancing the Syrian accounting
systems by implementing the international standards, it also acknowledges that successful
implementation is conditioned by considering the characteristics of the Syrian accounting
systems. The Syrian accounting systems can facilitate this process by legal and
professional reforms focusing on the impeding environmental factors. As such the
suggested approach is a customization technique. Specific environmental factors require
an adaptation or customization of international standards to meet the local needs of
cultural, political, economic and other environmental factors in Syria. It can be argued that
some standards will not be applicable to Syria. For example, IAS/IFR on financial
instruments is not relevant because these instruments (i.e., options) are not in use in the
local stock markets. Also, the disclosure about related parties in the annual published
financial statements is not common since that Syrian businessmen have culture-based
practice about the secrecy value for religious and tax evasion reasons.  Empirically, the
customization approach found support in the study of Larson, (1993). It was concluded that
the rate of economic growth is statistically higher for those countries that adopt and modify
IASC’s standards, as compared with those countries that do not adopt IASC’s standards, or
that adopt them without modification.

Some authors have also claimed this customization approach (i.e., Belkaoui, 1988;
Diga and Saudagaran, 2000). This requires that domestic accounting standards setters need
to consider possible incompatibilities between the ISAS/IFRs’ prescription and domestic
conditions and alter the ISAs/IFRs appropriately. Some Asian countries have followed this
route, particularly Malaysia and Singapore (Diga and Saudagaran, 2000). Samuels (1993)
notes that LEDCs, and Syria included, may be selective in their adoption of IASs/IFRs. For
example, there were a few standards that were considered to have no relevance to the
economy of Bahrain (Joshi and Ramadhan 2002). Others have even claimed that extra
standards are needed for the LEDCs. Wallace (1993) has demonstrated that the adaptation
of existing standards was necessary, and also the production of additional standards
concerned with the problems of these countries is also important. For example, IASs/IFRs
have not addressed issues of particular interest to developing countries such as accounting
for agriculture and natural resources extraction activities (Diga and Saudagaran, 2000).
Therefore, the enforcement of international standards might be feasible if the developing
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countries are given the chance, effectively, to contribute and disseminate their own needs
in the international standards setting process.

Conclusions and Recommendations :

The discussion in this paper is concerned with the role of the International
Accounting Standards Board (IASB) in facilitating the harmonization of the accounting
process. This paper has also defined the notion of international accounting. The
international professional bodies alongside other international influences such as economic
globalization, multinational companies, the large international firms and international
monetary aid agencies are all attempting to standardize international private sector
financial reporting. Besides, the process of international accounting harmonization process
takes place in an environment where cultural, political, legal and economic factors cause
international differences and influence the countries accounting practices. It can be
discussed that the combination of these factors have shaped national accounting
frameworks, and, therefore, different combinations of factors will lead to different national
financial reporting environments.

The weaknesses in the LEDCs’ accountancy systems can be largely traced to
external and internal factors such as historical, cultural, operational, educational, and other
environmental factors. The tendency for harmonization of accounting standards and
practices in LEDCs with those in the rest of the world seems to present conceptual and
practical problems of far wider dimensions. This could be expected simply because, as
argued by Wallace (1990), LEDCs are not a homogenous group. Each has a different
culture, degree of literacy, population, different terms of GNP, and different economic and
political systems. It is highly probable that the goals and information needs of a given
economy will differ from one country to another. As a result, in the context of the LEDCs,
it is questionable that those standards will yield satisfactory information systems for the
process of national economic development. These differences will ensure, for some time,
that two countries will not have an identical accounting and auditing framework. While the
globalization of capital markets and the internationalization of trade will push international
practices closer together, the idea of a single set of international standards for the world
continues to be unrealistic.

The development of accounting in Syria has indicated that there is no professional
body, public or private, to work as a standards setter. The legal requirements are dominant
in the country, and the accounting practice tends to be less developed and more state—
regulated. The profession has fluctuated between progression and regression since
Independence. This fluctuation is attributed to political and economic factors. At the
beginning of the 1990s, and particularly after year 2000 legislations were issued to
liberalize the immobility of private capital. The accounting profession is again relocating
itself, influenced by national and international pressures to make some accounting change.
Its professional power, however, was still limited. Consequently, in such accounting
environment the successful implementation of IASs/IRRs without amendments is
guestionable and may not achieve its intended objective to present useful appropriate
financial reports for decision making.

In conclusion, it is possible to hypothesize that, since Syrian economic, legal, and
political systems are different from other countries, the problem of appropriate accounting
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standards will imply a different norm of compliance and practices. As a result, a significant
divergence in the implementation and interpretation of 1ASs/ IFRs in general is expected.
This paper recommends for Syrian Accounting Policy makers to use the so — called
adaptation or customization approach of international standards to meet the local needs of
cultural, political, economic and other environmental factors in the context of Syria.

References :

ACCA- interpretation of financial statements, 5" edition, BPP Professional Education, London, 2006.
AGACER, M. G, & DOUPNIK, T.S. ‘Perceptions of auditor independence: a cross-cultural study’, the
International Journal of Accounting, Vol. 26,1991, pp 220-237.

ALBASTAKI, H.- “Strategies for enhancing profession and practice in Bahrain: accounting
experts’ perception’, in Wallace, R. S. O., J. Samuels, R. Briston, and S. Saudagaran (eds.), Research in
Accounting in Emerging Economics, JAI Press Inc, Vol. 4, 2000 , pp: 165-189.

ARPAN, J.S. and RADEBAUGH, L.H - ‘International Accounting and Multinational
Enterprises’, Wiley, London, 1985.

ALKADI. H. — Auditing Principles, Damascus University Press, Syria, 1992,

BAYDOUN. N. and R. WILLETT- ‘Cultural relevance of Western accounting systems to
developing countries’, Abacus, Vol. 31: 1, 1995, pp 67-92.

BELKAOQUI, A. - ‘The New Environment in International Accounting, Issues and Practices’,
Westport, CT: Quorum Books, 1988.

BELKAOQUI, A. ‘International and Multinational Accounting’, New York: The Dry Press,
Harcourt Brace and Company, 1994.

BELKAOQUI, A. and R.D. PICUR - ‘Cultural determinism and the perception of accounting
concepts’, The International Journal of Accounting, Vol. 26, 1991, pp. 118-130.

Briston, R. J. ‘Accounting in developing countries: Indonesia and the Solomon Islands as case
studies for regional cooperative’, in WALLACE, R.S. O., L.M. SAMMUELS and R. BRISTON (eds.),
Research in the Third World Accounting, JAI Press Ltd, Vol. 1. 1990, pp. 195-216

Briston, R.J. and F.S. LIANG- ‘The evaluation of corporate reporting in Singapore’, in
WALLACE, R.S. 0., LM. SAMMUELS and R. BRISTON (eds.), Research in the Third World
Accounting, JAI Press Ltd, Vol. 1, 1990, pp. 263-280

BRISTON, RJ. and R.S.O0. WALLACE- ‘Accounting education and corporate disclosure
regulation in Tanzania’, in WALLACE, R.S. O., L.M. SAMMUELS and R. BRISTON (eds.), in
Research in the Third World Accounting, JAI Press Ltd, Vol. 1. 1990, pp. 281-299.

BURREL, G & MORGAN, G. — Sociological Paradigms and organisational analysis, London,
Heinemann, 1979.

CHOI, F. D. S. and G. G. MUELLER- ‘International Accounting’, Englewood Cliffs, NJ:
Prentice-HallM, 1984.

CHOI F. D. S., and G. G. MUELLER -‘International Accounting’, Prentice-Hall, 1992.

COLLINS, R. -‘The move to globalisation: is a common international accounting language
feasible?” Journal of Accounting, VVol. 167, 1989, pp 82-85.

COOPER. D.G, GREENWOOD. R, HININGS. B and BROWN. J.L.- ‘Globalisation and
nationalism in a multinational accounting firms: the case of opening new markets in Eastern Europe’,
Accounting, Organizations and Society, Vol.23: 5/6, 1998, pp. 531-548.

CURUK, T., & T. COOKE, -‘Accounting for Lease Contracts: the acceptability of international
principles and practice in Turkey’, in WALLACE, R.S. O., L.M. SAMMUELS and R. BRISTON and S.
SAUDAGARAN (eds.), Research in Accounting in Emerging Economies, Vol. 4, JAI Press Inc. 2000,
pp. 99-129.

DIGA, J., & S. SAUDAGARAN - ‘Pre-1998 Reforms in Financial Reporting in Indonesia, the
impact of capital market development’, in WALLACE, R.S. O., L.M. SAMMUELS and R. BRISTON
and S. SAUDAGARAN (eds.), Research in Accounting in Emerging Economics, Vol. 4, JAI Press Inc.
2000, PP 31-49.

Deloitte & Touche — Syria : international tax and business guide, USA, 1990.

ENTHOVEN, A. - ‘Accounting in developing countries, in NOBES, C. and R. PARKER (eds.),
Comparative International Accounting, London: Prentice-Hall, 1991, pp 254-280.

FARAG, S. M. - ‘Accounting in the 1990s: An International Perspective’, The International
Journal of Accounting, Vol. 26, 1991, pp 243-251.

263



Jsledl (a3sa3 Ay gaal) sl Ay lnbiai) Zaldl) Joll 3 IFRs 4l el 4050 julaad) (ki Canil - fiie Jae

GANHOLLY, J.S., M.E. HUSSIEN, G. S. SEOW, and K. TAM -‘Harmonisation of the auditor’s
report’, The International Journal of Accounting, Vol. 37, 2002, pp.327-346.

GE, J. and Z. J. LIN -‘Economics reforms and the accounting internationalisation in the People’s
Republic of China’, Journal of International Accounting, Auditing and Taxation, Vol. 2 (2), 1993, pp 129-
143

GRAY, S.J. -‘“Towards a theory of cultural influences on the development of accounting systems
internationally’, Abacus, March. 24:1, 1988, pp1-15

HAGIGI, M & P. WILLIAM- ‘Financial reporting of state — owned enterprises in developing
countries: the case for Zaire’, in WALLACE, R.S. O., L.M. SAMMUELS and R. BRISTON and S.
SAUDAGARAN (eds.), Research in Accounting in Emerging Economics, Vol. 3, JAI Press Inc. 1995, Pp
249-268

HAGIGI, M; J. TAN; and E. WU - ‘Financial reporting in the Emerging Chinese economy: State
Owned Enterprises, Joint Venture, and Public Corporations’, in WALLACE, R.S. O., LM.
SAMMUELS and R. BRISTON and S. SAUDAGARAN (eds.) Research in Accounting in Emerging
Economics, Vol. 4, JAI Press Inc. 2000, pp 17-28

HARRY, H., E. FECHNER and A. KILGORE- ‘The influence of cultural factors on accounting
practice’, The International Journal of Accounting, Vol.29, 1994, Pp: 265-277

HOVE, M R. - ‘Accounting practice in developing countries: colonialism legacy of inappropriate
technologies’, The International Journal of Accounting, Education and Research, Vol.22: 1, Fall, 1986,
pp81-100

HOVE, M.R. - ‘The Anglo-American influence on International Accounting Standards: The case
of the disclosure standards of the International Accounting Standards Committee’, in WALLACE, R.S.
0., L.M. SAMMUELS and R. BRISTON (eds.), Research in the Third World Accounting, JAI Press Ltd,
Vol. 1. 1990, Pp 55-66.

HOPPER, T. & POWELL, A- Making sense of research into organisation and social aspects of
management: a review of its underlying assumptions, Journal of Management Studies, Vol.22, No. 1,
Fall, 1985, pp429-465.

JOSHI, P. L. and S. RAMADHAN- ‘The Adoption of International Accounting Standards by
Small and Closely Held Companies: Evidence from Bahrain’, The International Journal of Accounting,
Vol.37, 2002, Pp: 429-440.

LARSON, R. — International Accounting Standards and economic growth: an empirical
investigation of their relationship in Africa, in WALLACE, R.S. O., L.M. SAMMUELS and R.
BRISTON (eds.), Research in the Third World Accounting, JAI Press Ltd, VVol.2, 1993, pp 27-43.

LAW OF DAMASCUS EXCHANGE MARKEY, No. 55, MINISTRY OF FINANCE, SYRIA,
2005.

LAW OF INCOME TAX No 20, MINISTRY OF FINANCE, SYRIA, 1990.

LAW OF INVESTMENT PROMOTION No 10, MINISTRY OF FINANCE, SYRIA, 1991.

LAW OF SYRIAN COMMISSION FOR FINANCIAL SECURITIES AND MARKET No. 22,
MINISTRY OF FINANCE, SYRIA, 2003.

LAW OF COMMERCE, No. 3, MINISTRY OF FINANCE, SYRIA, 2007.

LAW OF COMMERCE, MINISTRY OF FINANCE, SYRIA, 1949.

LAW OF COMPANIES, No. 28, MINISTRY OF FINANCE, SYRIA, 2008.

LAW OF ORGANISING ACCOUNTING PROFESSION, No 33, MINISTRY OF FINANCE,
SYRIA, 2009.

LAW OF PRIVITE BANKS, No. 28, MINISTRY OF FINANCE, SYRIA, 2001.

LAWRENCE, S - ‘International Accounting’, International Thomson Business Press, London,
1996.

LIN, Z. J.; C. FENG- ‘Towards internationally Accepted Accounting Practices: Improvement of
Chinese Accounting Regulation’, in WALLACE, R.S. O., L.M. SAMMUELS and R. BRISTON and S.
SAUDAGARAN (eds.), Research in Accounting in Emerging Economies, Vol. 4, JAI Press Inc, 2000, pp
3-15

LININGSTONE, J. M. - “Accounting standards and practices’, Managing Accounting, Vol. 72,
1990, pp 33.

MOULIN, D. L. and M. B. SOLOMON- ‘Practical means of promoting common international
standards’, The CPA Journal, December, 1989, pp. 38-48

MUELLER, G. G. - ‘International Accounting’, Part |, Macmillan, London, 1967.

MUELLER, G. G., H. GERNON and G. MEEK- ‘dccounting: An International Perspective,
(2.Ed.)’, Homewood, IL; Richard Irwin, 1991.

264



Tishreen University Journal Eco. & Leg. Sciences Series 2012 (3) 2a»ll (34) alaall 4 g8l 5 4alaiBY) o glall @ (3 355 daala dlas

NAIR, R.D. and FRANK, W.G. - ‘The impact of disclosure and measurement practices on
international accounting classification, Accounting Review, July, Vol. 55 (3), 1980, pp 426-450.

NOBES, C. - ‘A judgmental international classification of financial reporting practice’, Journal of
Business Finance and Accounting, Spring, 1983, pp 1-19.

NOBES, C. and R. PARKER (eds.) - ‘Comparative International Accounting’, (5" ed.) Prentice
Hall, London, 1998.

NOBES, C. and R. PARKER (Eds.), ‘Comparative International Accounting’, 6™ Ed., Prentice
Hall, London, 2000.

PARRY, M. and R. E. V. GROVES- ‘Does training more accountants raise the standards of
accounting in Third World countries? A study of Bangladesh, in WALLACE, R.S. O., L.M.
SAMMUELS and R. BRISTON (eds.), Research in the Third World Accounting, JAI Press Ltd, Vol. 1.
1990, pp117-140

PERERA, M.H.B. - ‘Towards a framework to analyse the impact of culture on accounting’,
International Journal of Accounting, Vol. 24, 1989a, pp 42-56

PERERA, M.H.B. - ‘Accounting in developing countries: a case of localised uniformity’, British
Accounting Review, Vol. 21, 1989bh, pp 141-158

RADEBAUGH, L.E. - ‘Environmental factors influencing the development of objective, standards
and practice in Peru’, International Journal of Accounting, Fall, 1975, pp 39-56.

RADEBAUGH, L.E., and GRAY, S.J. - ‘International Accounting and Multinational Enterprises’,
New York: John Wiley and Sons, 1997.

SAMUELS, J.M. - “Accounting for development: An alternative approach’, in WALLACE, R.S.
0., L.M. SAMMUELS and R. BRISTON (eds.), Research in Third World Accounting, JAI Press Ltd,
Vol. 1. 1990, Pp 67-86

SAMUELS, J.M. (1993) ‘International Accounting Standards in the Third World’, in WALLACE,
R.S. O., L.M. SAMMUELS and R. BRISTON (eds.), Research in the Third World Accounting, JAI Press
Ltd, Vol. 2, pp 19-25

SAMUELS, J.M. and OLIGA, J.C. - ‘dccounting standards in developing countries, The
International Journal of Accounting Education and Research, Vol. 18, Nol, Fall, 1982.

SAMUELS, J. M., and PIPER, A. G. - ‘International Accounting: A Survey’. New York: St.
Martin’s Press, 1985.

SHAWKI, M- Analysing and evaluating the implementation of the IASs in Egypt, Almouhassebah
Journal, Beirut, Lebanon, Vol. 17, October, pp14-18.

TAYLOR, M. E., T. G. EVANS, and A. C. JOY, - ‘The impact of ISAC Accounting Standards on
compressibility and consistency of international reporting practices’, International Journal of Accounting
Education and Reserach, Vol. 22 (1), 1986, pp 1-9

WALLACE, R. S. O. - ‘Accounting of the developing countries: A review of the literature, in
WALLACE, R.S. 0., LM. SAMMUELS and R. BRISTON (eds.), Research in the Third World
Accounting, JAI Press Ltd, Vol. 1, 1990, pp 3-54

WALLACE, R. S. O. - ‘Development of accounting standards for developing and newly
industrialised countries’, in WALLACE, R.S. O., L.M. SAMMUELS and R. BRISTON (eds.), Research
in the Third World Accounting, JAI Press Ltd, VVol.2, 1993, pp 121-165

WOLK. H.l., J. R FRANCIS, and M. G. TEARNY - ‘dccounting Theory: A Conceptual; and
Institutional Approach, (2ed. Ed.)’, Boston: PWS-Kent Publishing Company, 1989.

YIN. R.K — Case Study Research: Design and Methods, 2ed, Sage Publication, 1994.

ZEFF, S.A. - ‘Forging Accounting Principles in Five Countries: A History and an Analysis of”
Trends’, Champaign, Stipes Publishing, 1972.

265



