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Chair news

4th FraP seminar april 24th 2012 “La politique européenne 
en matière d’audit : regard croisé de l’expert et du chercheur” 

For the 4th FRAP seminar, we were very pleased to have 
Jean-Luc Decornoy, President of KPMG SA’Directory, offer 
his views on European audit policy following the issuance of 
both a Green paper (Oct. 2010) and subsequent White paper 
(Nov. 2011) by the European Commission. 

Jean-Luc Decornoy challenged a number of the Commission’s 
postulates such as 1) the financial crisis is an audit crisis; 
2) legal controls failed in the Lehman Brother audit; and 
3) the Big4 represent a systemic risk. He also noted how 

the Commission’s proposals (pure audit firms; total restriction on non-audit 
services; mandatory rotation of audit firms and the change in audit reports–noting 
that mandatory joint audits was dropped) would introduce radical changes at a 
time when markets are looking for stability; that changes are not requested or 
supported by most involved parties; that little evidence exists as to problems of 
concentration or that proposed solutions can deal with them; that little evidence 
exists that costly and disruptive proposals would lead to greater audit quality; and 
that the changes would diminish audit firm’s abilities to attract and keep the best 
candidates leading to diminished resources and competencies.

Jean-Luc Decornoy further noted that France’s distinct well developed and 
supervised audit environment already deals with the Commission’s issues. Finally, 
he suggested that important issues should be to improve dialogue between 
stakeholders, better explain the role of audits, reinforce all the different pieces 
of the overall corporate governance system and maybe reexamine the potential 
impact of some IFRS.

Chrystelle Richard, associate professor at ESSEC Business 
School in the Accounting and Management Control 
department, followed Jean Luc’s presentation with a more 
critical view of auditing, auditors and the crises. Chrystelle 
noted that the Big4 do play a very significant role in the 
international audit market but also in the financial reporting 
standard setting process which puts them in the spotlight 
when we have major crises.

Chrystelle pointed out that in a society which overly values 
the auditor as guarantor of social order, auditors are often the sacrificial lamb to 
help in the process of reinstating order in time of crisis. In light of the economic but 
also social role that auditors play, the crisis can offer a unique opportunity to better 
educate the public on the actual role and responsibilities of auditors. She further 
calls for greater research in understanding the impact of different audit market 
settings, audit quality and overall financial reporting quality.
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Thomas JeanJean named co-director 
with Paul andre and Peter walton of the 
Financial reporting esseC-KPmG Centre.

Thomas Jeanjean is Associate 
Professor of Accounting at ESSEC 
Business School. He holds a 
Masters degree and a Ph.D in 
Management from the University 
of Paris Dauphine (France). 
Thomas teaches financial 
statement analysis and financial 
accounting (MBA, MSc and 
Executive Education). His 

research has focused on earnings quality and IFRS and 
has been published in Journal of Accounting and Public 
Policy, European Accounting Review, International 
Journal of Accounting… 

He has been a professor previously at the HEC Paris 
and at the Ecole Normale Supérieure de Cachan and 
visiting scholar at HEC Montreal and at the University 
of New Mexico. 

He is currently a member of the Management Committee 
of the European Accounting Association and board 
member of the Francophone Accounting Association 
and Vice-President of the International Association of 
Accounting Educators and Researchers.

 

merci wolfgang!
The ESSEC KPMG Financial 
Reporting Centre would like to 
thank Wolfgang for his dedication 
and commitment to the Centre 
over the past seven years. 
Wolfgang was more specifically 
involved with academic affairs, as 
such responsible for recruiting 
students, coordinating the Chair’s 
seminar and organizing the yearly 

trip with students to either the IASB in London or 
EFRAG meetings in Brussels. During his time at the 
Centre, Wolfgang published with colleagues, the books 
Comptabilité financière en IFRS (Pearson education) 
and Financial Reporting under IFRS: A Topic Based 
Approach (Wiley), among others.

Other news
Thomas Jeanjean has been nominated to “groupe 
chargé d’apprécier les questions de méthode comptable 
à trancher pour l’élaboration des états financiers du 
rapport relatif à l’Etat actionnaire”. This committee 
is in charge of advising the Accounting Group of the 
“Agence des Participations de l’État” on combination 
rules to apply, to provide combined accounts of all state 
controlled firms from the competitive sectors.

iFrs OBservaTOry

Peter Walton
IFRS Director

The IASB is in a period of significant transition. The 
standard-setter is trying to reach the end of the era of 
convergence with the US and move on to a new agenda 
and a new way of working.

Of the major convergence projects, the Board has 
started re-deliberating revenue recognition and should 
shortly be issuing re-exposure drafts of leases, and 
some aspects of financial instruments. It has recently 
given a commitment to the G20 that these standards 
would be finalised by the middle of 2013. Insurance 
remains a problem, but if the US pull out of that, as 
FASB Chairman Leslie Seidman has suggested they 
might do, closure could probably be reached in the 
same time frame.

The IASB, and the Trustees of the IFRS Foundation, 
have made it clear that the standard-setter will change 
the way it works in this next phase. In the first place 
there is to be much more emphasis on maintenance of 
the existing standards and help with implementation. 
The role of the IFRS Interpretations Committee has 
been expanded and it is expected to be a more active 
source of clarifications of IFRS.

The IASB is to bring in a new consultative body of 
standard-setters and regulators. The idea is that these 
organisations are better placed to detect inappropriate 
application of IFRS and the growth of problem areas. 
The IASB wants national standard-setters to be 
more engaged in the standard-setting process on 
a routine basis, and hopes that through this closer 
cooperation upstream of a standard, it can encourage 
straight adoption of its standards and not adaptation 
downstream.

However, while everybody agrees this consultative 
body would be a good evolution of the process, it is 
clearly going to be very difficult to construct. At the 
last meeting of the IFRS Advisory Council a paper was 
tabled on the role of regional organisations. This was 
written by Kevin Stevenson, chairman of the Australian 
Accounting Standards Board and of the Asian-Oceanian 
Standard-Setters Group (AOSSG).

He pointed out that a meeting of national standard-
setters would involve more than a hundred people, 
which was not workable. He suggested that the only 
way forward was through a consultative body of 

regional and international organisations. He cited the 
AOSSG, formed in 2009 and now having 25 members 
including Japan and China, as having been very 
successful in drawing smaller standard-setters into the 
comment process and building expertise.

He suggested that the AOSSG, the Group of Latin-
American Standard-Setters (GLASS) and the European 
Financial Reporting Advisory Group (EFRAG) provided 
a ready-made nucleus. To this could be added a group 
from the former Soviet Union and a North American 
Group (albeit with only two members) and eventually 
an African group.

This is probably a signal about the likely future direction 
of this initiative. Other papers discussed the involvement 
of the International Forum of Accounting Standard-
Setters and the Basel Committee, and an expanded 
role for the International Organisation of Securities 
Commissions (IOSCO) which was much involved in the 
creation of the IASB, but has since faded somewhat into 
the background.

The European group might pose a problem in that 
EFRAG does not have a remit to represent wider Europe 
outside the EU, nor does it represent national standard-
setters as such. The North American group would look 
odd alongside the others, having only two members, 
but would provide a role for the FASB to be involved in 
the ongoing evolution of IFRS.

The final change to the way IASB works will be a shift 
in the balance of work between the research phase of 
a project and the standard-setting phase. Although the 
IASB has a ‘research’ agenda, this has tended to be a 
parking place for low-priority projects, and work only 
starts when a project goes on the active agenda. In 
the future the research phase is expected to involve 
national standard-setters and others analysing 
accounting problems (under IASB staff control) and 
publishing discussion papers suggesting solutions.

The discussion paper would have to make the case for 
a standard, and assess the effects of such a standard. 
Only if that was successfully done, would the project 
then pass to the IASB and the standard-setting phase, 
which would then be shorter. 

A high priority for the future will be to finish the 
conceptual framework – independently of the FASB. 
This work would include looking at a disclosure 
framework and a definition of Other Comprehensive 
Income, as well as revisiting the definitions of an asset 
and a liability.

The IASB is also thinking of doing some maintenance 
work on narrow-scope projects such as agriculture, 
rate-regulated industries and the use of the equity 
method in parent company statements. Probably after 
that they would look at business combinations under 
common control and emissions trading schemes.
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aCademiC news

June 2012 study trip to London with 
Centre’s students.

About 20 of the Centre’s students joined by two ESSEC 
Ph.D. students, the Centre’s assistant and the Centre’s 
directors did an intense study trip to London on 
Wednesday 13 and Thursday 14 June 2012. The program 
started immediately after arrival with the presentation 
of six research briefs by the Chair seminar students (see 
below for the topics). Philippe Danjou, board member 
of the IASB met with the students and talk with them 
about his work as a standard setter and the professional 
trajectory that had taken him from auditing to running 
a professional association to being a stock exchange 
regulator and then standard setter. On Thursday 
morning, the group visited the ASB  (International 
Accounting Standards Board)  in London and attended 
a session of the Board.  Topics covered on the post 
implementation review of IFRS 8 and technical issues 
around IFRS 10. After, Patrick Le Flao, Practice Fellow 
in the implementation Activities team, made a short 
presentation about the IASB including an update on the 
current projects. 

Centre seminar 2012 student research 
projects

“IFRS Comparability France Germany” by Akissi 
Tiemele-Yao.  This report investigates whether or not 
the comparability of cross-border financial reporting has 
been achieved after a muli-period of IFRS application. 
We provide evidence  for this question by investigating 
the IFRS disclosure and measurement choices of listed 
companies in Germany and in France for the year 
2005 and 2011. Our results indicate that dissimilarities 
in reporting practices still persist after the multi-period 
of IFRS application and are likely to continue existing 
because of differences in reporting habits and tradition.

“Impact of IFRS on Information Systems” by David 
Soussan 
The aim is to examine the impact IFRS have on the 
Information System of a company. It also shows the 
difficulties of the conversion and how such a project 
should be undertaken. Eventually, the adoption of XBRL 
as a solution is examined.

“The effect of IFRS adoption on the key 
financial ratios of Brazilian companies” 
The study performed by Julia Borges and Simona 
Muliuolyte examines the impact of the IFRS adoption 
on the key financial ratios of Brazilian listed companies 
of the industrial sector. Changes in the financial ratios 
were identified under different reporting standards 
and were therefore explained by the change in certain 
accounting norms.

“Post Implementation Review of IFRS 3 , Macro 
Industry- Basic Materials for the Year 2011” by Debanjan 
Saha. On 10 January 2008, the International Accounting 
Standards Board (IASB) issued IFRS 3 (revised 2008) 
Business Combinations with significant changes with 
respect to accounting practices in acquisitions. Debanjan 
analysed the annual reports of 24 companies from the 
S&P 350 belonging to the Basic Materials Industry 
(including metals, mining, chemical, manufacturing etc.) 

and analysed the business combinations undertaken by 
these companies in the last year and the information 
available in the annual reports regarding these business 
combinations in compliance with the revised IFRS 3”.

“IFRS 8” David Hijar embraced the IFRS 8 topic as 
the subject of his dissertation for the ESSEC KPMG 
Financial Reporting Center given that this standard was 
surrounded by controversy from its inception to its 
adoption by the European Parliament on November 
14, 2007. His paper analyses the history behind the 
standard and shows a summary of empirical researched 
done by academics in the quest to find out whether 
the goals the standard was aimed to achieve were met 
and to show the impact on the fashion companies have 
been presenting their segment reporting after IFRS 8 
became effective on January 1st, 2009.

“Materiality” The study made by Charlène Béal, Laëtitia 
Le Marrec and Camille Macholt, focused on the concept 
of materiality and its interpretations, presents the 
problems of understanding and measurements. The 
research part of the report aims at showing that 
preliminary announcements made by the companies 
can help us understand what information is material for 
them.

aPdC award of the best research 
dissertation in accounting, Controlling 
and audit
The ESSEC-KPMG Financial Reporting Centre is 
providing the administration this year of the annual 
competition for the best dissertations in accounting, 
control or audit offered by a leading organisation for 
company accountants.
The Association des Professionnels et Directeurs de 
Comptabilité et Gestion (APDC) runs a competition 
each year to encourage masters’ students to write their 
dissertation on a subject that relates to the APDC’s 
areas of professional expertise. Part of the objectives 
is to heighten the awareness of students of the career 
potential in the accounting and related functions of 
companies.
A typical dissertation should be about 50 – 80 pages 
and should deal, in French, with an accounting, 
control or audit issue. ESSEC Business Schools is one 
of the participating schools and in 2012 is providing 
overall administration for the evaluation process. The 
presentation of the prizes will be made at the Cergy 
campus on 5 December 2012.
(www.apdc-france.fr)

researCh news

recent Center working papers and 
publications

Paul André
Research Director

• WORKInG PAPERS
Mandatory adoption of IFRS by EU listed firms and 
Comparability: Determinants and Analysts’Forecasts
Paul Andre, ESSEC Business School, Dionysia Dionysiou 
and Ioannis Tsalavoutas of Stirling University
In 2005, the EU adopted IFRS for all listed companies 
publishing consolidated financial statements in Europe. 
The transition from national accounting standards to 
IFRS was complex and costly but the main arguments 
for it included the improvement in comparability 
across companies and improvement in capital markets’ 
efficiency.
This study focuses on the comparability of the financial 
statements of EU listed firms, before (2003) and 
after (2005 & 2010) IFRS mandatory implementation, 
and on its determinants and consequences. We find 
significant convergence in firm’s accounting practices 
(input comparability) after IFRS. Output comparability 
also significantly improves between the pre and post 
IFRS periods. However, neither of the two measures 
improves with IFRS familiarity (no significant difference 
between 2005 and 2010). Furthermore, we find that 
output comparability is not driven by the convergence 
in accounting choices. Our tests strongly suggest 
that output comparability is improved because of 
IFRS adoption and more comparable accruals in 
relation to industry peers. This suggests that more 
comparable accruals facilitate investors to value firms 
more accurately. In fact, we find that more comparable 
accruals facilitate lower analysts’ forecast dispersion. 
Finally, we find that analysts’ forecasts errors declining 
as output comparability increases, suggesting that 
output comparability increases the usefulness of 
accounting information.

IASB’ meeting Students of the spring 2012 Centre seminar have been working 
on IFRS related research projects.

W. Dick and P. Danjou
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Comparability: A literature review
Paul Andre, Dionysia Dionysiou, Ioannis Tsalavoutas 
and Dan Yang
Accounting standards setters have long considered 
comparability as a desirable qualitative characteristic 
of financial reports. We review the literature on 
comparability distinguishing between input based 
and output based comparability measures. We then 
provide a summary of research studies in each of these 
areas with a particular focus on how adoption of IFRS 
has impacted comparability and related economic 
consequences.

Worldwide IFRS adoption and convergence: mandated 
disclosures of IFRS 3, IAS 36, IAS 38 and value relevance.
Paul André, ESSEC Business School
Dyonisia Dyonisiou and Ioannis Tsalavoutas of Stirling 
University
We address recent calls for research regarding 
the valuation implications of mandatory disclosure 
requirements (cf. Tsalavoutas and Dionysiou. 2013; 
Hassan et al., 2009; Leuz and Wizocki, 2008; Schipper, 
2007). We measure compliance with disclosure 
mandated by IFRS 3, IAS 36 and IAS 38 for a sample of 
349 firms worldwide. We subsequently explore whether 
the compliance scores (i.e. the mandatory disclosure 
levels) are value relevant. We find strong evidence of the 
disclosure levels mandated by IAS 36 being positively 
value relevant. Additionally, we find only weak evidence 
of the aggregate levels of disclosures mandated by all 
three standards being value relevant. These findings 
are expected to be particularly relevant to standard 
setters and regulatory bodies who are concerned about 
the implications of mandatory disclosure requirements 
(Schipper, 2007). To the best of our knowledge, this 
is the first paper that examines the value relevance 
implications of IFRS mandatory disclosure requirements 
for these particular standards, drawing at a large sample 
of companies from various countries after 2005. 

Mandatory IFRS Adoption, Accounting Conservatism, 
and Investment Efficiency: A Research Proposal
Paul André, Andrei Filip and Rucsandra Moldovan, 
ESSEC Business School
This paper proposes a research design to investigate 
whether the focus on neutrality instead of conservatism 
in the International Financial Reporting Standards 
(IFRS) influences firms’ investment efficiency. On the 
whole, IFRS are meant to make the allocation of capital 
more efficient (Tweedie 2006). However, prudence 
or conservatism is a deeply-rooted characteristic of 
accounting numbers and accounting conservatism has 
been shown to improve investment efficiency (Garcia 
Lara et al. 2010). Recent papers (e.g. André &Filip 2012; 
Piot et al. 2011) document a significant decrease in 
conservatism following IFRS adoption.

Board effectiveness and short termism
Angelica Gonzalez and Paul Andre
We examine whether more effective boards in terms 
of size, experience, independence, and shareholding, as 
discussed in the 2010 UK Corporate Governance Code, 
limit excessive short-term risk taking or short-termism. 

We use a state-of-the-art asset pricing model that 
enables the disentangling of short-term risk (related 
to short-term returns) and long-term risk (related 
to long-term returns), and use the former as a proxy 
for short-termism, where the short-term component 
not only represents the time horizon in which we 
are interested but also the risk that is not related to 
fundamentals (Campbell and Vuolteenaho, 2004).We 
examine 1,129 firms in the UK over a horizon of 18 years, 
i.e., January 1990-December 2008 and find that more 
effective boards reduce the level of short term risk 
and this result is robust to various types of short term 
risk (overall, down side) and specifications (directly 
or indirectly via accounting variables that reflect 
managerial decisions).

Who are Industry Specialist Auditors?
Like Jiang, Anne Cazavan-Jeny and 
Sophie Audousset-Coulier 
The purpose of this paper is to analyze the effects of 
using several definitions and several measurements of 
auditor industry specialization in the empirical audit 
research. Industry specialist auditors are supposed 
to be able to provide better quality audits therefore, 
auditor industry specialization measures have been 
developed and used in the empirical audit research. 
In a first step, we empirically test whether different 
definitions of auditor industry specialist result in 
consistent designations of audit firms as specialists 
of a given industry and find that inconsistent industry 
specialist definitions lead to inconsistent designation 
of audit firms as industry specialists. In a second step, 
we test and demonstrate that these different auditor 
industry designations lead to inconsistent results in 
terms of magnitude and significance regarding the fee
premium paid to auditor industry specialists. Such 
evidence raises an issue of whether the findings in prior 
studies are subject to measurement errors of audit
industry specialists.

The effect of auditors’ loss of independence (economic 
bonding) on the predictability of earnings
Sophie Audousset-Coulier, Anne Cazavan-Jeny and 
Byron Song
This paper examines the influence of audit quality on 
the quality of earnings measured by the accuracy of 
analysts’ earnings forecasts. A high perceived audit 
quality enhances the confidence in the integrity of 
financial reporting and signals greater precision of 
earnings’ information, thus our hypothesis is that firms 
with high quality audits will have more persistent and 
predictable earnings and then more accurate
earnings forecasts.
We use abnormal audit fees to measure the impairment 
of audit quality due to economic bonding and we 
control for the influence of cross-listing and the legal 
regime, on a sample of 798 listed Canadian firms 
for the year 2007. Audit data were hand collected. 
Our preliminary findings confirm the asymmetric 
distribution of abnormal audit fees and document a 
negative association between positive abnormal audit 
fees analyst forecast accuracy, whereas there is no 
association with negative abnormal audit fees. Audit 

fees paid in excess of normal fees can be interpreted 
as an economic dependence (impairment of the audit 
quality), in particular in the case of Big 4 auditor when 
they perceive audit fees in excess of the classic “Big 4 
premium”. We also document the effects of cross-listing 
and legal environment on the association between audit 
quality and analyst forecast accuracy.

The impact of the 2008-2009 financial crisis on earnings 
management : The European evidence
Andrei FILIP and Bernard RAFFOURnIER
We examine the impact of the 2008-2009 financial crisis 
on the earnings management behaviour of European 
listed firms. We find that earnings management has 
significantly decreased in the crisis years. This trend is 
confirmed in most of the 16 countries under review.
We report a link between the level of earnings 
management and the economic growth rate and provide 
evidence suggesting that national characteristics 
and market forces affect the propensity of income 
smoothing but not accruals quality.

• Publications
Transition to IFRS and value relevance in a small but 
developed market: A look at Greek evidence
Tsavaloutas, I., André. P., and Evans, L.  2012, 
forthcoming in British Accounting Review
We examine the combined value relevance of book 
value of equity and net income before and after the 
mandatory transition to IFRS in Greece. Contrary 
to our expectations, we find no significant change in 
the explanatory power of value relevance regressions 
between the two periods. The coefficients on book value 
of equity and net income are positive and significant 
in both the pre-IFRS and post-IFRS periods. However, 
the coefficient on book value of equity is significantly 
greater under IFRS, whereas we find some evidence 
of a decrease in the coefficient on net income. Finally, 
we find that market participants viewed the extra 
information provided by reconciliations between Greek 
GAAP and IFRS for 2004 figures as incrementally value 
relevant.

Corporate Governance and Acquiring Firm Shareholder 
Wealth: Evidence from High-Tech Acquisitions in Canada
André, P., Ben-Amar., W. and Saadi, S., 2012, 
forthcoming in Journal of management and governance
We examine whether family firms undertake value 
creating high technology M&A. We also examine 
whether level of ownership, diversification, agency 
issues and CEO type matter. Our sample consists of 
high-technology M&A undertaken by Canadian firms 
over the period 1997–2006. Canada offers a setting 
with many family firms and the use of control enhancing 
mechanisms such as dual class shares and pyramid 
structures. We find a positive relationship between family 
ownership and announcement period abnormal returns. 
This relationship, however, starts to decrease at higher 
levels of ownership but remains overall positive. We also 
show that the agency conflict between shareholders 
and professional managers has a detrimental impact on 
announcement period abnormal returns whereas the 

conflict between controlling and minority shareholders 
via control enhancing mechanisms does not. Finally, we 
document that founder CEO undertake better high tech 
M&A than descendant or hired CEO.

Determinants of Quantitive Information Withholding in 
Annual Reports 
Jeanjean, T., and Depoers, F. European Accounting 
Review, numéro 1
In recent years, the determinants of voluntary disclosure 
have been explored in an extensive body of empirical 
research. One major limitation of those studies is that 
none has tried to find out whether voluntary disclosures 
were occasional or continuous over time. Yet this point 
is particularly important, as the voluntary disclosure 
mechanism can only be fully effective if the manager 
consistently reports the same items. This paper examines 
the factors associated with the decision to stop 
disclosing an item of information previously published 
voluntarily (henceforth ‘information withholding’ or 
IW). To measure information withholding, we code 178 
annual reports of French firms for three consecutive 
years. Although disclosure scores are relatively stable 
over time, we find that this does not mean there is no 
change in voluntary disclosure across the years. We 
document that IW is a widespread practice: on average, 
one voluntary item out of seven disclosed in a given 
year is withheld the following year. We show that 
information withholding is mainly related to the firm’s 
competition environment, ownership diffusion, board 
independence and the existence of a dual leadership 
structure (separate CEO and chairman).

Enhancement and Obfuscation through the Use of 
Graphs in Sustainability Reports: An International 
Comparison» Sustainability Accounting, Management 
and Policy Journal,
Cho, C.H. Michelon, G., Patten D., : May 2012
The purpose of this paper is to determine (1) whether 
the use of graphs in corporate sustainability reports 
appears to be associated with attempts at impression 
management, and (2) whether differences across three 
levels of reporting regulatory structure are associated 
with differences in the level of impression management.  
Based on empirical tests on a sample of 120 sustainability 
reports issued by firms from six different countries, we 
find substantial evidence of bias both in the choice of 
items graphed and, where it exists, in the direction of 
material distortion in the graph displays.  We also find 
some evidence that impression management differs 
across companies in different regulatory structures.  
Our results provide evidence that the way information 
is being provided in corporate sustainability reports 
appears to be manipulated by the firms to enhance a 
positive image.

Finance: The Discreet Regulator - How Financial 
Activities Shape and Transform the World.
Richard, C., and Huault, I. 2012 
The global financial crisis that began in the summer 
of 2007 has brought the financial industry to centre-
stage. While analysis focuses on the way finance can be 
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“Dividends, Research and Development Expenditures, 
and the Value Relevance of Book Value for UK Loss-
Making Firms” 
Andrew Stark, Manchester Business School.
Friday, February 10, 2012
We extend prior research on the value relevance of 
accounting information for loss firms by allowing the 
coefficient of book value to vary across three distinct 
set of loss observations in our valuation model. We 
find that book value is a less important determinant of 
equity value for more RD-intensive firms, and dividend-
paying firms, relative to firms without these two 
features (less RD-intensive and non-dividend paying 
firms), suggesting that neither the role of book value as 
an indicator of value through abandonment/adaptation 
possibilities, nor as an indicator of normal earnings, fully 
captures the valuation role of book value for loss firms. 
We find that dividends are value relevant, but generally 
only when the contextualisation of the value relevance 
of book value is allowed into the model. We find that, 
contrary to prior US literature, the puzzling negative 
relationship between earnings and market value still 
exists when models and estimation approaches in that 
literature are adopted. It is only when the estimation 
approach is changed to employ a different deflator that 
the US result is recovered.

“Credit Rating Targets: Firms’ Use of Accounting 
Discretion to Influence the Rating Agencies”
Walid Alissa, HEC Paris.
Thursday, April 5, 2012
We examine whether firms with credit ratings below 
(above) a modeled target manage earnings, as well as 
whether credit rating agencies respond to firms’ actions 
by adjusting their ratings. We find that firms with credit 
ratings below (above) a target rating do manage 
earnings upward (downward) via accruals-based 
and real activities measures, and that they are more 
likely to receive a rating upgrade (downward) in the 
following year, suggesting that earnings management 
is an effective tool to influence a company’s credit 
rating. Additionally, we show that firms straddling 
the investment-grade threshold engage in earnings 
management activities and they are successful in 
obtaining a rating change.

“A Flank Movement in the Understanding of Valuation” 
Fabian Muniesa.
Friday, April 6, 2012 
The sociological understanding of valuation often starts 
with an idea of value as something that something has 
by virtue of how people consider it (that is, it is socially 
constructed, a convention, a social representation, a 
projection). At some point, however, analysis also often 
draws a contrast between this sort of appraisal and 
some other type of value that the thing may have as 
a result of its own condition (what it costs, how it is 
made, with what kind of labour, money and materials, 
what it is worth in relation to objective standards and 
fundamental metrics). Dissatisfaction with this binary 
approach has been expressed in various quarters, but 
the pragmatist contribution of John Dewey provides a 
particularly useful resource with which to engage with 

the subject. This article reviews some aspects of this 
dissatisfaction, with a focus on the pragmatist idea of 
valuation considered as an action. I discuss this idea 
in relation to financial valuation, referring in particular 
to early pedagogical materials on corporation finance 
elaborated in the context of the professionalization 
of business administration. Finally I elaborate on the 
usefulness of a pragmatist stance in the understanding 
of financial valuation today.

“Information Transparency by Socially Responsible 
Mutual Funds”
Pascale Lapointe, Brock University.
Thursday April 26, 2012
Using institutional theory we investigate the causal 
factors that encourage socially responsible mutual 
funds to be more candid in their disclosures than other 
mutual funds. We are able to test our theory with a 
unique sample. Beginning in 2008 all Canadian mutual 
funds had to begin disclosing conflicts of interests. This 
provides us with the singular opportunity to examine 
the disclosure patterns that firms initially develop, 
without reference to the disclosures that may have 
been made in the past by their peers. We develop a 
new instrument that measures the quantity and quality 
of disclosures by mutual funds, and test for both the 
variation in the disclosures in 2008 and in subsequent 
years. The results of this study reveal (1) that mutual 
funds institutionalize their disclosure patterns making 
similar disclosures year after year with little or no 
variation, (2) that socially responsible mutual funds 
are more candid and transparent in their disclosures, 
and (3) that, over time, there does not appear to be a 
trend towards homogenous reporting by mutual funds. 
Overall, our results support the theory that corporate 
disclosures may be a function of the institutional logic 
that firms develop.

“Accounting for profits and losses in health care: a case 
study of the introduction of income statements for 
French public hospitals departments”
Philippe Zarlowski, ESCP Europe. 
Thursday June 14, 2012
Based on a longitudinal case study in a public hospital 
where medical departments had recently been created 
and department profit and loss accounts, based on the 
implementation of extended case-mix payments for 
medical activities, had just been introduced, this paper 
analyzes organizational participants’ representations 
regarding the meaning and significance of economic 
and medical performance measurement.
Our case study indicates that participants’ perceptions 
and representations of both the economic and 
medical performance of their activities and the new 
management accounting system were frequently 
informed by beliefs and values rather by explicit and 
substantiated knowledge. We also noted that, over the 
course of our fieldwork, medical practitioners’ attitudes 
towards both the new organizational structure and 
the new management accounting system for medical 
activities globally evolved from positive or neutral to 
critical and negative.

recent esseC KPmG Financial reporting Centre research workshops 
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« Fair Value Accounting : Information or Confusion for Financial Markets ? »
Michel Magnan, Concordia University.
Friday, January 27, 2012 
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financial actors, and looks at a variety of key players, who take part in the very heart of the 
regulatory process.  
 
Comptabilité, Société, Politique – Mélanges en l’honneur du Professeur Bernard Colasse 

La carrière professionnelle de Bernard Colasse se confond avec l’apparition puis le 
développement en France d’une communauté scientifique en comptabilité, contrôle de gestion et 
audit. En 1979, il fut l’un des fondateurs de l’Association Française de Comptabilité (AFC) et, en 
1983, son deuxième président. En 1990, il créa le premier Diplôme d’Etudes Approfondies 
(DEA) de comptabilité en France. En 1995, il fut le rédacteur en chef-fondateur de Comptabilité 
Contrôle Audit (CCA), la seule revue académique française de comptabilité. Il dirigea 
l’Encyclopédie de comptabilité, contrôle de gestion et audit, publiée chez Economica en 2000 et 
rééditée en 2009. 

Richard, C., and Nikitin, M. 2012 

Ses travaux de recherche, ses enseignements et ses différents engagements ont très largement 
contribué à l’organisation du champ scientifique comptable en France. 
Ses doctorants, collègues et amis ont souhaité lui offrir un témoignage de leur reconnaissance et 
de leur amitié, par cet ouvrage qui comporte des contributions consacrées essentiellement aux 
matières qu’il a maniées en de maintes occasions. Il s’agit d’une sorte d’état de l’art de la 
recherche comptable actuelle et le titre du présent livre, Comptabilité, Société, Politique, traduit, 
nous l’espérons, la volonté de Bernard Colasse de nous aider à dépasser une vision strictement 
technique de la comptabilité et à produire une réflexion originale sur le rôle économique, social 
et politique de la comptabilité. 
 
 
 
• Recent ESSEC KPMG Financial Reporting Centre research workshops papers  

 (all papers available at https://sites.google.com/a/essec.edu/seminaires-de-recherche-du-
departement-comptabilite---controle-de-gestion/test) 
 

« Fair Value Accounting : Information or Confusion for Financial Markets ? » 
Michel Magnan, Concordia University. Friday, January 27, 2012  
 

 
“Dividends, Research and Development Expenditures, and the Value Relevance of Book Value 
for UK Loss-Making Firms
Andrew Stark, Manchester Business School. Friday, February 10, 2012 

”  

We extend prior research on the value relevance of accounting information for loss firms by allowing 
the coefficient of book value to vary across three distinct set of loss observations in our valuation 
model. We find that book value is a less important determinant of equity value for more RD-
intensive firms, and dividend-paying firms, relative to firms without these two features (less RD-

regulated in the topical context of the economic crisis, 
the objective of this book is slightly different. It aims at 
showing how financial activities shape and transform 
the world. Highlighting that the true regulators of the 
economy are not only regulatory state authorities, its 
objective is to demonstrate that the financial sphere 
does really contribute to rule-setting. It argues that 
actors that seem to be the objects of regulation or 
to intervene only at its fringe are in fact ‘discreet 
regulators’ which provide the institutional framework 
that fosters the creation and globalisation of markets. 
Building on a series of case studies, this volume 
highlights how public authorities and private actors 
jointly regulate the real world, with joint regulation 
being dominated by a multiplicity of financial actors, 
and looks at a variety of key players, who take part in 
the very heart of the regulatory process.

Comptabilité, Société, Politique – Mélanges 
en l’honneur du Professeur Bernard Colasse 
Richard, C., and nikitin, M. 2012
La carrière professionnelle de Bernard Colasse se 
confond avec l’apparition puis le développement en 
France d’une communauté scientifique en comptabilité, 
contrôle de gestion et audit. En 1979, il fut l’un des 

fondateurs de l’Association Française de Comptabilité 
(AFC) et, en 1983, son deuxième président. En 1990, il 
créa le premier Diplôme d’Etudes Approfondies (DEA) 
de comptabilité en France. En 1995, il fut le rédacteur en 
chef-fondateur de Comptabilité Contrôle Audit (CCA), 
la seule revue académique française de comptabilité. 
Il dirigea l’Encyclopédie de comptabilité, contrôle de 
gestion et audit, publiée chez Economica en 2000 et 
rééditée en 2009.
Ses travaux de recherche, ses enseignements et ses 
différents engagements ont très largement contribué 
à l’organisation du champ scientifique comptable en 
France.
Ses doctorants, collègues et amis ont souhaité lui 
offrir un témoignage de leur reconnaissance et de leur 
amitié, par cet ouvrage qui comporte des contributions 
consacrées essentiellement aux matières qu’il a maniées 
en de maintes occasions. Il s’agit d’une sorte d’état de 
l’art de la recherche comptable actuelle et le titre du 
présent livre, Comptabilité, Société, Politique, traduit, 
nous l’espérons, la volonté de Bernard Colasse de nous 
aider à dépasser une vision strictement technique de la 
comptabilité et à produire une réflexion originale sur le 
rôle économique, social et politique de la comptabilité.

https://sites.google.com/a/essec.edu/seminaires-de-recherche-du-departement-comptabilite---controle-de-gestion/test
https://docs.google.com/a/essec.edu/viewer?a=v&pid=sites&srcid=ZXNzZWMuZWR1fGNvbXB0YWJpbGl0ZS1jb250cm9sZS1kZS1nZXN0aW9ufGd4OjQ2YjkyYjdlMzQ4YWIzMGM&pli=1


10 11

In this paper, we concentrate our interpretation on 
sense-making processes and the role of the newly 
implemented department profit and loss account 
as a support for sense-making to account for the 
appropriation/rejection process of a new management 
control system.

“Accounting conservatism and the limits to earnings 
management”
Juan Manuel Garcia Lara, Carlos III University of 
Madrid.
Friday, June 8, 2012
We study the association between conservatism and 
both accrual and real earnings management.
Conservatism facilitates the monitoring of managerial 
accounting choices, potentially limiting the opportunities 
for accruals-based earnings management. To the extent 
that managers face constraints to manipulate accruals, 
we expect that they may shift to potentially more costly 
real earnings management practices, which they may, 
in fact, prefer (Graham, Harvey and Rajgopal 2005). 
Using a large US sample for the period 1991-2010 we 
find a negative association between conservatism 
and measures of accruals manipulation, and a positive 
association between conservatism and real earnings 
management. We also find that more conservative 
firms have less probabilities of being suspect of having 
engaged in earnings management (of any type) to
achieve earnings benchmarks.

8th workshop on european Financial 
reporting (eUFin), september 2012, 
Prague
Following the successful workshops in Bamberg, 
Regensburg, Milton, Keynes, Paris, Lund, Catania,and 
Bamberg, the European Financial Reporting Research 
Group (EUFIN) 8th workshop on European Financial 
Reporting took place 6-7 September 2012 at University 
of Prague, Czech Republic.The workshop offers an 
opportunity and venue for practice and academia to 
meet to engage with contemporary issues relating to 
accounting in Europe. 

Some 80 researchers and practitionners from more 
than 15 countries exchanged on a number of topical 
issues in financial reporting.

One plenary session on “Financial reporting of Czech 
companies–practical experience” included :
Lucie Muchova, Finance Director, Pivovary Staropramen 
A Molson Coors Company
Leszek Chrascina, Chief Finance and Administrative 
Officer, NWR Karbonia S.A.
Petr Vacha, Audit Partner, Ernst&Young.

Another, “Regulatory environment for Czech listed 
companies – IFRS adoption” included : 
Vladimir Tomsik, Vice-Governor, Czech National Bank
Petr Koblic, Chief Executive Officer, Prague Stock Exchange
Petr Kriz, Vice-Président, Fédération des experts 
comptables Européens.

annOUnCemenTs

esseC KPmG Financial reporting 5th FraP
seminar november 12, 2012 :

The ESSEC KPMG Financial 
Reporting Centre is pleased to 
announce its 5th Financial 
Reporting Academia and Practice 
(FRAP) seminar.

“Vers une simplification des 
obligations comptables des petites 
sociétés cotées en Europe”

Jérome HAAS, Président de l’Autorité des normes 
Comptables (AnC)
Paul AnDRE, Professeur, co-titulaire de la Chaire 
Financial Reporting ESSEC KPMG
6.00 pm- 7.30pm, ESSEC Executive Education, CNIT, La 
Défense – Amphi 202
(n.b. Talk will be followed by a small cocktail allowing 
further discussion)

RSVP: gozdik@essec.fr

Upcoming esseC KPmG Financial 
reporting Centre research workshops at 
Cergy: 

Friday, September 14, 2012 at 11:00 am
Room N405 at ESSEC (Cergy-Pontoise)
Yves Gendron, Laval University

Tuesday, September 18, 2012 
Room N405 at ESSEC (Cergy-Pontoise)
Sally Widener, Rice University

Monday, October 8, 2012 at 14.00 pm
Room N405 at ESSEC (Cergy-Pontoise)
Gérald Lobo, University of Huston

Wednesday, October 24, 2012 at 16.30 pm
Room N405 at ESSEC (Cergy-Pontoise)
Andrea Mannicken, London School of Economics

Wednesday, October 31, 2012 at 16.30 pm
Room N405 at ESSEC (Cergy-Pontoise)
Messod Daniel Beneish, Indiana University

Wednesday, november 21, 2012 at 16.30 pm
Room N405 at ESSEC (Cergy-Pontoise)
Mohamad Mazboudi, American University of Beirut

Monday, november 26, 2012 at 14.00 pm
Room N405 at ESSEC (Cergy-Pontoise)
Brendan O’Dwyer, Amsterdam Business School

Monday, December 3, 2012 at 16.30 pm
Room N405 at ESSEC (Cergy-Pontoise)
Hendrik Vollmer, University of Bielefield
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about the Centre

The ESSEC-KPMG Financial Reporting 
Centre specialises in financial reporting under 
International Financial Reporting Standards 
(IFRS). Created in 2005, the year in which 
European listed companies started to use IFRS, 
the Centre monitors closely the activities of the 
International Accounting Standards Board and 
the application of IFRS by European companies. 
It produces a monthly report on the standard-
setting meetings of the IASB and publishes 
research into the application of IFRS. It also 
provides specialist studies for ESSEC students 
who intend to follow a career in international 
financial reporting. The ESSEC-KPMG Financial 
Reporting Centre is host to the European 
Financial Reporting Research Network (EUFIN).

about Our Partner

KPMG is the leading audit, accounting and 
advisory firm in France*.
The firm provides listed companies and 
international groups with audit and advisory 
services and works closely with SMEs, the public 
sector and the non-profit sector in an
audit, accounting and advisory capacity. KPMG 
S.A. has branches in 217 cities in France
and is a member of the KPMG International 
network which has firms in 150 countries.
 
*Source “La profession comptable 2011” 

For more information about the Centre: 
Visit http://www.essec-kpmg.net

e-mails: andre@essec.fr, jeanjean@essec.fr, 
walton@essec.fr
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