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Abstract: This research aims to study the possibility of applying IAS/IFRS in an emerg-
ing economy such as Tunisia in the presence of two local repositories, the TAS 1997 and
the simplified accounting system. The research methodology consists of studying the
measurement and disclosure accounting practices adopted by Tunisian companies over
four distinct periods (2001, 2007, 2021, and 2024) with the aim of identifying the evolu-
tion of these practices and the ability of these companies to implement an innovative re-
pository such as IAS/IFRS. The results obtained show that Tunisian companies are too
conservative in their choice of valuation methods and are content to disclose only the
minimum amount of information. They apply in their majority the Weighted Average
Unit Cost method (WAUC) for the valuation of stocks and the linear method for amor-
tization. They record the borrowing costs and exchange differences into expenses, and
they record the charges according to their nature. Furthermore, they present the in-
come statement and cash flow statement according to the authorized model and do not
publish the note on earnings per share. Our contribution to the literature is to assess
the degree of success of Tunisian companies in implementing a sophisticated account-
ing system such as the IAS/IFRS repository. To my knowledge, no study has examined
the success rate of IAS/IFRS implementation in an emerging country such as Tunisia.
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Furthermore, previous studies have focused on the adoption of IAS/IFRS, not on their
implementation.

[ | INTRODUCTION

Since independence, Tunisia, an emerging country, has tried to modernize
its accounting system based on a successful model. Initially, in 1969, it set up
the general chart of accounts strongly modeled on the French general chart
of accounts of 1947; then, in 1997, it set up the accounting system for compa-
nies (TAS 1997), a composite system which includes both a nomenclature of
accounts inspired by the French system and a conceptual framework and the-
matic standards inspired by IAS/IFRS standards and the Canadian system.

Currently, Tunisia is faced with several scenarios: pure and simple adoption
of the international standards (Full IFRS and IFRS for SMEs) or Full IFRS adop-
tion for consolidated accounts and financial institutions and a mixed system
between TAS 1997 and simplified accounting.

It should be mentioned that companies listed on the primary market which
present consolidated accounts prepare their financial statements according to
Full IFRS. Thus, the possibility of adaptation to the requirements of the interna-
tional standards and the possibility of adoption can take place if there is a will
on the part of the managers of the companies in the first place and the Tunisian
standardizer in the second place, since the teaching of the IAS/IFRS is wide-
spread in universities and graduates are generally familiar with the concepts
and methods of measurement and disclosure recommended by [AS/IFRS.

In addition, if we decide to adopt it, it will be in a progressive way. In this
case, we suggest a simple amendment to the current version of I[FRS1, which
requires new Full IFRS adopters to comply with all [FRS requirements. Con-
sequently, our economy is split into three categories of economic entities: Full
IFRS adopters, TAS 1997 adopters, and simplified accounting adopters.

A question that remains is: What is the scope of adoption of several systems
in an emerging country like Tunisia?

To answer this question, we will first present the existing literature. Then,
we will present the context of the research. Then, we study the research meth-
odology to adopt. We will discuss the results found, and, finally, we will con-
clude.
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LITERATURE REVIEW

The implementation of IFRS has prompted many scholars to research its nature
and extent across countries around the world. Some have concluded that this
implementation is nothing more than a label advanced outside to say that the
country in question is a country adopting IFRS standards (Chen, Ding & Xu,
2014). The adoption of IFRS standards must be integral, must mean their appli-
cation, and cannot be a change of label if we want to reduce information costs
and improve the quality of information (Chen et al., 2014).

Ortiz-Martinez, Marin-Herndndez and Antén-Renart (2022) showed that
practitioners prefer the reform and adaptation of the Spanish legal system
towards the direct application of IFRS. They recommend that standard setters
should recognize that practitioners need more training and education to imple-
ment I[FRS.

Others have noted that in the application of the TAS 1997, which is heav-
ily modeled on IFRS standards, the annual reports are not rich in information
because the majority of the items are inapplicable in most cases (Baazaoui,
2021).

In addition, some authors have taken into consideration the importance of
the role played by professional accountants and auditors in the implementation
of IFRS. According to Aburous (2019), professional accountants and auditors
play an important role in the process of the implementation of IAS/IFRS. He
showed the mastery of IFRS by auditors and the poor training of account-
ants, especially in SMEs. Accountants record simple transactions and auditors
concernthemselves with complex transactions, financial statement production,
and disclosure. Bonito and Pais (2018) found that countries adopting IFRS for
SMEs are common law countries, and their accountants are experienced and
familiar with the application of [FRS.

Along the same lines, Almaqtari, Hashed and Shamim (2021) showed the
significant impact of audit committee attributes on IFRS compliance and finan-
cial reporting quality (earnings manipulation): committee size, independence,
diligence, and expertise. For their part, Nguyen, Duy, Hoang and Nguyen (2022)
showed the role of stakeholder requirements, professional qualifications of
accountants, managers, capital structure, regulation, and operational charac-
teristics of the firm in the preparation of financial statements in accordance
with IFRS in Vietnam.
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The adoption of IFRS has economic, cultural, and linguistic implications.
The translation of [FRS standards was previously seen as a technical task, but
currently it reflects the political, economic, cultural, and linguistic superior-
ity of Anglo-Saxon countries (Laaksonen, 2022). Sanabria-Garcia and Garri-
do-Miralles (2020) have shown that the adoption of IFRS by unlisted Spanish
firms improves the quality of forecasts by financial analysts and investments
in these firms.

A new stream of research is advancing criticisms of the design of IFRS. For
example, Mazzi, Slack, Tsalavoutas and Tsoligkas (2022) found that financial
analysts do not prefer the conditions for capitalization of development expendi-
ture imposed by [AS 38, which are subject to subjectivity alongside the absence
of the application guide for these conditions. For their part, Dinh and Schultze
(2022) found that capitalization of R&D expenditures is not associated with
low level of information asymmetry or market value and is positively associ-
ated with error forecasts. Additionally, Ma and Zhang (2023) showed that high
technology firms are not encouraged to capitalize development expenses and
recommended the revision of IAS 38.

Becker, Daske, Pelger and Zeff (2023) found that the adoption of IFRS in
the USA is linked to the interaction of decision makers at the SEC level with the
internal and external forces of their institutional environment. Moreover, Afza-
li (2023) showed that a strong corporate culture measured by innovation,
integrity, quality, respect, and group work positively influences the compara-
bility of financial reporting.

In Middle Eastern and North African countries, research has focused on the
adoption, rather than the implementation, of IAS/IFRS. Examples include the
studies by Outellou, Taouab and Abdelbaki (2023), Cieslik and Sarhad (2022),
and Elhamma (2024).

RESEARCH BACKGROUND

In Tunisia, accounting regulations are ambitious. Indeed, the National Account-
ing Council has set up accounting systems adaptable to all categories
of companies from all sectors of activity. A system for financial institutions and
consolidated accounts (Full IFRS), a TAS 1997 strongly aligned with the inter-
national reference system with certain amendments butin the presence of major
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deficiencies (lack of standards, low information content, etc.) and a simplified
accounting system.

[AS/IFRS standards, which have no correspondence in Tunisia (see appen-
dix 1) are: 1AS12, 1AS19, 1AS26, 1AS27, 1AS29, 1AS32, 1AS33, 1AS36, 1AS37,
[AS40, IAS41, IFRS1, IFRS2, IFRS5, IFRS6, IFRS8, IFRS9, IFRS13, IFRS14, and
IFRS for SMEs.

Through the comparison of Tunisian standards with international finan-
cial accounting standards (see appendix 2), it can be seen that international
standards have been adapted to the Tunisian context at the cost of significant
adjustments. We consulted the essentials of IAS/IFRS via the website https://
doc.cncc.fr/docs/referentiel-ifrs, and the essentials of IFRS for SMEs via the
website https://www.iasplus.com/en/standards/other/ifrs-for-smes to com-
pare between the international repository and the Tunisian repository.

Tunisian companies have the option of choosing between Full IFRS. This is
the case for banks, insurance companies, and entities which are required to
publish consolidated accounts from the 2021 financial year and the TAS 1997
or the simplified accounting system.

The TAS 1997 wanted to comply with international accounting standards
by adopting a similar conceptual framework, developing Tunisian accounting
standards largely inspired from IAS/IFRS standards, pure and simple adoption
of certain IAS standards consolidation in 2003, for example, and the limitation
of options.

Simplified accounting applies to entities that make sales not exceeding
300,000 Tunisian dinars for the industrial and commercial profits sector and
100,000 Tunisian dinars for the services sector.

RESEARCH METHODOLOGY

The methodological approach adopted consists of evaluating the degree of
implementation of an accounting system such as the TAS 1997 by the Tunisian
companies. In fact, we describe the main accounting practices under which
there are different treatment options, the main methods of presentation of
the financial statements, and the content and structure of these financial state-
ments. After that, we analyze and interpret the disclosure and measurement
practices adopted by the Tunisian companies.
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The database consists of four samples. The data were collected over extend-
ed periods (2001, 2007, 2021, and 2024) because we focused on studying the
evolution of accounting practices in companies since the inception of the TAS
1997. In 2001, we collected data from the Tunisian Financial Market Council
and several accounting firms. The data for 2007, 2021, and 2024 are available
on the Tunisian Financial Market Council website (Tunisian Financial Market
Council website, n.d.).

The first sample is made up of 104 companies whose data relates to the 2001
financial year. This sample will henceforth be referred to as 2001 sample. The
second sample is made up of 38 publicly traded companies whose data is col-
lected from the financial statements closed on 12/31/2007 and published by
the Tunisian Financial Market Council. This sample will now be denoted 2007
sample. The third sample is made up of 70 publicly traded companies whose data
is collected from the financial statements closed on 12/31/2021 and published
by the Tunisian Financial Market Council. This sample will now be noted 2021
sample. The fourth sample is composed of 25 publicly traded companies whose
data is collected from the financial statements closed on 12/31/2024 and pub-
lished by the Tunisian Financial Market Council. This sample will now be noted
2024 sample.

Based on these four samples, one can know the methods of presentation of
the financial statements and the measurement practices adopted. In light of
the data, we want to know the percentage of application of each method to get
an idea about the trend of accounting measurement and disclosure practices
adopted by Tunisian companies.

According to the general accounting standard (NCO1), the financial state-
ments are composed of a balance sheet, a statement of income, a statement of
cash flows, and the notes to the financial statements. In addition, this gener-
al standard recommended the publication of projected accounts, a report on
human resources, a report on environmental performance, and a report on
technology.

It has provided for a single balance sheet model and two methods for the
presentation of the income statement and the cash flow statement. For the
income statement, according to the reference method, income and expenses
are presented according to their destination. On the other hand, the authorized
method consists in classifying income and expenses according to their nature.
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The statement of cash flows should present cash flows from (or used in)
operating, investing, and financing activities. The cash flow statement presen-

tation methods differ in determining the amount of operating cash flow. They
are therefore identical for the rest.

The structure of the published financial statements can be summarized in

the following table.

Table 1. Methods of presentation of financial statements

Elements of financial statements

Presentation and publication possibilities

The income statement

reference method authorized method

The cash flow statement

reference method authorized method

Note on movement of equity

published unpublished

Note on earnings per share

published unpublished

Source:own study based on the TAS 1997.

The options offered by the Tunisian standards regarding the selected

accounting practices can be summarized in the following table.

Table 2. Measurement practices

Accounting practices Options offered
Inventory valuation individual cost WAUC FIFO
Depreciation methods linear variable decreasing
Borrowing charges activated expensed
Exchange differences activated expensed
R&D expenses activated expensed

Source:own study based on the TAS 1997.
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RESULTS: ANALYSIS AND DISCUSSION

Disclosure practices

Under the terms of the general standard (NCO1 in TAS 1997), the income state-
ment can be presented according to the reference model (recommended pres-
entation) or according to the authorized model.

The general standard (NCO1 in TAS 1997) requires the publication of a note
explaining the change in equity and a note on earnings per share (NC01, §83 in
TAS 1997).

The following table contains the number and proportion of companies dis-
closing different options of information.

Table 3. Presentation of information

Income statement

Reference method Authorized method Undisclosed statement
2001 sample 13 (12.5%) 88 (84.6%) 3 (2.9%)
2007 sample 4(10.5%) 34 (89.5%) 0
2021 sample 5 (7.14%) 65 (92.86%) 0
2024 sample 4 (19%) 21 (81%) 0

Cash flow statement

Reference method Authorized method Undisclosed statement
2001 sample 32 (30.8%) 65 (62.5%) 7 (6.7%)
2007 sample 12 (31.6%) 26 (68.4%) 0
2021 sample 19 (27.14%) 51 (72.86%) 0
2024 sample 8 (32%) 17 (68%) 0

Note on movement on equity

Published Unpublished

2001 sample 16 (15.4%) 88 (84.5%)

2007 sample 13 (34.2%) 25 (65.8%)
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Table 3. Presentation...

Note on movement on equity

Published Unpublished
2021 sample 58 (82.86%) 12 (17.14%)
2024 sample 20 (80%) 5 (20%)

Note on earnings per share

Published Unpublished
2001 sample 4(3.8%) 100 (96.2%)
2007 sample 4 (10.5%) 34 (89.5%)
2021 sample 27 (38.57%) 43 (61.43%)
2024 sample 11 (44%) 14 (56%)

Source:own study.

Most companies in the samples chose the authorized model to present their
income statements.

We note that despite all the solutions recommended by the general standard
(NCO1 in TAS 1997), companies apply the authorized model for the simple rea-
son that the latter does not require any additional effort.

These companies recognize expenses according to their nature. However,
the recognition of expenses according to their nature and the authorized pres-
entation of the income statement are considered by the general standard (NCO1
in TAS 1997) as transition methods.

Companies thathave setup a costaccounting system allowing them torecord
expenses according to their destination and to calculate the cost of sales accord-
ingly have presented the income statement according to the reference method.

The adoption of the method authorized for the presentation of the state-
ment of cash flows is preponderant.

The majority of companies in the 2001 and 2007 samples do not publish
the note explaining the movement of equity. On the other hand, the majority
of these same companies changed their disclosure policy and published this
note in 2021 and in 2024 (2021 sample and 2024 sample). We also note that the
majority of companies do not publish the note on earnings per share.



34 Hedi Baazaoui

Accounting and measurement practices

Inventory valuation

The accounting standard relating to inventories (NC04 in TAS 1997) provides,
as inventory valuation methods, the individual cost method for identifiable
inventory, and the WAUC method or the FIFO method for interchangeable inven-
tory. For this last type of inventory, the method is used which allows the match-
ing of expenses with revenues.

The companies in the sample mostly use the WAUC method. This is why
companies choosing methods other than WAUC have been grouped together in
a single column.

The majority of companies apply the WAUC. The choice of this method is jus-
tified by the simplicity of its application. For the other methods, it is to apply
the last purchase price, the net realizable value, or the price invoiced by the
supplier or the cost of production or the standard cost.

Depreciation methods

The accounting standard relating to tangible fixed assets (NCO5 in TAS 1997)
provides for three depreciation methods: constant depreciation, decreas-
ing depreciation, and variable depreciation. It also provides that the choice of
method must be justified by the rate of consumption of the future economic
benefits generated by the asset being depreciated.

The majority of companies choose the linear mode. This is why we distrib-
uted the methods chosen between the linear method and the other methods.

A strong harmony is observed at the sectoral scale and at the global scale.
The generalized application of the linear method actually reflects companies’
compliance with the rates set by the 1990 ministerial decree. Under the terms
of this decree, companies must apply the rates provided or rates lower than
theserates provided for to be able to benefit from the deduction of depreciation
charges.

It should be noted that the workforces of companies appearing in the “other
methods” column are counted twice. Indeed, this category of companies choos-
es, in addition to the linear method, another method of depreciation to be able
to benefit from a tax advantage.
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Borrowing charges

According to the borrowing costs standard (NC13 in TAS 1997), borrowing
costs can be capitalized if they meet certain conditions.

Most companies expense borrowing costs. It is very likely that they do not
test the application or non-application of the conditions for activating borrow-
ing charges.

Exchange differences

According to the standard relating to foreign exchange transactions (NC15
in TAS 1997), exchange differences may be spread over several financial
years if they are related to borrowings subject to successive repayments
over several years.

The majority of companies record as expenses exchange differences relat-
ing to borrowings denominated in foreign currencies.

The accounting for research and development costs has been the subject of
a specific thematic standard (NC20 in TAS 1997) but no annual reports consult-
ed contain indications or information allowing us to know whether the compa-
nies in the sample whether or not they are involved in research and develop-

ment activities.
Table 4. Measurement practices
Inventory valuation
WAUC & others?* Others Inapplicable Undisclosed Total
2001 sample 71 0 9 24 104
2007 sample 24 0 0 14 38
2021 sample 40 30 0 0 70
2024 sample 21 3 1 0 25

! These are companies that apply other methods or combined methods such as
standard cost, individual cost, and WAUC combined with individual cost, or WAUC com-
bined with FIFO.
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Depreciation method
Linear Other methods Inapplicable Undisclosed Total
2001 sample 94 1 0 9 104
2007 sample 33 2 0 3 38
2021 sample 68 2 0 0 70
2024 sample 25 0 0 0 25
Borrowing costs
Capitalized Expensed Inapplicable Undisclosed Total
2001 sample 6 23 19 56 104
2007 sample 2 0 0 36 38
2021 sample 12 58 0 0 70
2024 sample 6 0 19 0 5]
Exchange differences
Capitalized Expensed Inapplicable Undisclosed Total
2001 sample 4 27 21 52 104
2007 sample 4 11 23 0 38
2021 sample 9 61 0 0 70
2024 sample 5 5 15 0 25

Source:own study.

[ | CONCLUSION

In this study, we demonstrated that Tunisian companies do not publish enough
information required by the TAS 1997. Consequently, the information content
ofthe annual reports consulted reflects the requirements of simplified account-
ing rather than those of the TAS 1997.

Baazaoui (2020) showed that accounting practices for measurement and
disclosure depend on the environment of the country in which the entity oper-
ates. Even if the practices have not changed significantly, the TAS 1997 was
designed in the future state of a highly internationalized Tunisian economy.
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This study showed that the accounting practices for measurement and dis-
closure adopted by Tunisian companies reflect a desire for simplicity in both
valuation and information disclosure. The policy implications are linked to the
opportunity of adopting the IAS/IFRS repository and the degree of success in
its implementation within an environment unfavorable to transparency and
in the presence of information withholding strategies employed by company
management.

Whatis the opportunity to apply full IFRS or IFRS for SMEs in the presence of
a general reluctance on the part of the leaders of Tunisian companies accompa-
nied by an economy that is experiencing an unprecedented crisis?

Future research perspectives may focus on studying the degree of success
in applying the IAS/IFRS repository by financial institutions and in preparing
consolidated accounts in Tunisia.
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APPENDICES

Appendix 1. Table of correspondence IAS/IFRS vs Tunisian repository

IAS/IFRS Tunisian standard Remarks

IAS1 NCO1

IAS2 NCO04

IAS7 NCO8

IAS8 NC11

I1AS10 NC14

1AS12 -

1AS16 NCO5

IAS19 =

IAS20 NC12

IAS21 NC15

IAS23 NC13

I1AS24 NC39

1AS26 - Accounting and Financial Reporting
for Pension Plans

1AS27 = Individual financial statements

1AS28 NC36, NC37

IAS29 Financial reporting
in hyperinflationary economies

IAS32

IAS33 =

IAS34 NC19

IAS36 =

IAS37 -

IAS38 NCO06, NC10, NC20

1AS40 _

IAS41




Appendix 1. Table...

IAS/IFRS Tunisian standard Remarks
IFRS1 —
IFRS2 =
IFRS3 NC38
IFRS5 =
IFRS6 -
IFRS7 NC02, NCO7, NC21, NC22, NC23,
NC24,NC25
IFRS8 -
IFRS9
IFRS10 NC35
IFRS11 NC37
IFRS12 NC36
IFRS13 =
IFRS14 —
IFRS15 NC03, NC09
IFRS16 NC41
IFRS17 NC26, NC27, NC28, NC29, NC30,
NC31
IFRS for SMEs -

NC16, NC17, NC18

Securities investment funds

NC32, NC33,NC34

Associations granting micro-credit

NC40 Private sports structures
NC42 Simplified accounting
NC43, NC44 TAKAFUL and RE-TAKAFUL
insurance companies
NC45 Associations, political parties

and other non-profit associations

Source:own study based on the TAS 1997, the essentials of IAS/IFRS via the website https://
doc.cncc.fr/docs/referentiel-ifrs, and the essentials of IFRS for SMEs via the website https://
www.iasplus.com/en/standards/other/ifrs-for-smes.
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