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Drawing on Institutional and Economic Network Theories, this study investigated factors influencing 
International Financial Reporting Standards (IFRS) implementation success in Ethiopian business 
organizations identified as Public Interest Companies by the government which were expected to adopt 
IFRS for the year ending June 30, 2018. The study adopted explanatory method to answer the research 
questions and test hypotheses stated. Data were collected from 123 respondents in 22 first time IFRS 
adopting business organizations using questionnaires. The findings of the study revealed that 
economic factors, project governance factors and cultural factors were found to influence project 
success at 5% level of significance whereas influence of institutional pressures was accepted at 10% 
level of significance (sig=0.055, closer to 5% of course). Contrary to the literature, economic factors 
were not positively correlated to IFRS project success as the firms were predominantly operating 
locally and due to IFRS implementation costs. Project governance factors were found to contribute 
significantly for IFRS project success in the firms studied. This was in line with the project management 
literature that proper project governance will turn even a highly risky project into a success. In addition, 
there was no statistically significant difference in the IFRS project implementation success of private 
and public firms. Future research shall consider additional variables that influence IFRS project 
success and other firms that implemented IFRS in the next years as well as regional level public 
enterprises. 
 
Key words: International financial reporting standards (IFRS), regulatory body, public interest company, project 
governance, project success. 

 
 
INTRODUCTION 
 
Accounting practice and business operations are highly 
intertwined as organizations, whatever their form, 
mobilize scarce resources to realize their strategic 
objectives and survive for long. This is much more critical 
for business  organizations  whose  survival  depends  on 

their profitability and wealth creation for the shareholders. 
Performance measurement and evaluation using 
accounting systems is a key and inevitable process. Even 
though accounting reflects economic, social, political, 
cultural  and  other  local  environmental   conditions,  the
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development of the accountancy profession itself is 
influenced by a range of factors such as institutional, 
political, cultural and economic ones (Perera, 1989).  

According to Zeghal and Mhedhbi (2006), with the 
growing internationalization of economic trade, 
businesses in general and financial markets in particular, 
financial information prepared according to a national 
accounting system may no longer satisfy the needs of 
users whose decisions are more and more international 
in scope. In some ways, purely domestic information may 
even be a handicap for businesses as well as investors. 
They have further argued that conscious of this reality as 
well as the need to adapt accountancy to the new global 
environment and to the new requirements of decision 
makers, accounting regulating authorities have sought 
out solutions that allow for the improvement and 
advancement of financial accounting and its principal 
outputs. Although several initiatives have been put 
forward, harmonization of accounting standards and 
practices on an international scale has been the 
fundamental change in recent years. Al-Htaybat (2017) 
stated that uniform global accounting standards allow 
investors to make better-informed decisions, and reduce 
risks for investors, which ultimately reduces the cost of 
capital as well-developed accounting regulation system 
plays an important role in most economies in actively 
supporting economic development, and giving economies 
a competitive advantage by providing the right business 
infrastructure that creates an attractive investment 
climate to encourage both domestic and foreign 
investors. Zeghal and Mhedhbi (2006) clearly asserted 
that the International Accounting Standards Board (IASB) 
has prepared and published international accounting 
standards (IASs and IFRSs), which have become the 
reference for the entire world to realize the objective of 
international harmonization of accountancy practice.  

Modern Accounting Practice is more than one century 
old profession in Ethiopia. However, there were no 
Accounting and Auditing Standards at country level for so 
long (Mihret et al., 2012). Mihret and Bobe (2014) 
claimed that the growing accounting history literature 
explains how the craft of accounting and models for 
professional organization of accountants have been 
transferred to developing countries like Ethiopia in the 
context of imperial connection. Mihret et al. (2012) as well 
as Mihret and Bobe (2014) further stressed that as of 
2011, Ethiopia’s accounting practice, education and 
professional licensing was characterized by a lack of an 
overarching proclaimed frame of reference. Tertiary 
accounting education draws on the US model; 
professional accountancy certifications was imported 
from the UK; and accounting practice, while not making 
explicit reference to any financial reporting framework, 
tends to have been influenced largely by the UK system. 
Hence, there was a serious need for accounting and 
auditing standards to be enforced as national standards.  

This  resulted  in   considering   International   Financial 

 
 
 
 
Reporting Standards (IFRS) as a solution for Ethiopia. 

Ethiopia has been undertaking various economic policy 
reforms along the lines of neo-liberal economic concepts 
(Peterson, 2001; Tesema, 2003) and as a result, Ethiopia 
is one of the many African countries that have adopted 
IFRS (Zori, 2011), with companies in the Ethiopian 
banking sector being given the option and at least 
claiming to report according to IFRS since 2008 
(Government of Ethiopia, 2008). IFRS adoption has also 
been under consideration for reporting entities in other 
sectors than the finance industry such as for instance 
members of the Ethiopian Commodity Exchange Markets 
which was response to Ethiopia’s continued trialing 
various policy responses largely driven by requirements 
of international funding agencies and continued 
dependence on imported accounting expertise and 
shifting agendas of transnational stakeholders (Mihret 
and Bobe, 2014). 

As per Mihret and Bobe (2014), while the importation of 
Western accounting education and professional 
certification continued, the globalization era produced 
new dynamics that called for Ethiopia’s adoption of IFRS. 
Serious consideration of IFRS came into reality only few 
years back when Accounting and Auditing Board of 
Ethiopia (AABE, 2014a) has been established via 
Proclamation 847/2014 and Regulation 332/2014 to 
regulate the accountancy profession in Ethiopia 
demanding IFRS as the country’s reporting standard 
(AABE, 2014). Hence, IFRS implementation process was 
being undertaken by first time adopters as a project with 
special team dedicated for the task either from the 
company itself or from outside the firm on consultation 
basis or a combination of both. The success of the 
project was often influenced by various factors one of 
which is the governance mechanisms the project passes 
through. IFRS implementation projects are, therefore, 
undertaken by government owned business 
organizations and private business enterprises in three 
phases based on their public impact (AABE, 2014).  

IFRS implementation projects like any other projects 
such as IT projects demanded the governance 
requirements for any project. According to Musawir et al. 
(2017), many projects are not able to meet their 
objectives and only 40% of project objectives are aligned 
with their organizational strategy that qualifies as project 
failure. They further indicated that many organizations 
continue to struggle with the implementation of a 
comprehensive benefits management approach and 
therefore fail to maximize the return on their project 
investments as only 17% of organizations report a high 
level of benefits realization maturity and this figure has 
remained unchanged. Badewi (2016) emphasized that 
delivering project outputs within time and budget was the 
main concern for project managers for so long (in 1960 
up to the 1980s) and suggests that Benefits Management 
(BM) and Project Management (PM) were two 
interrelated approaches to the success of  projects.  IFRS  



 
 
 
 
adoption changes from one emerging economy to 
another where the decision to adopt IFRS by a country 
does not necessarily mean a full adoption or a partial 
adoption. It is noteworthy that the nature of IFRS 
adoption by a country varies across jurisdictions and 
across time. Musawir et al. (2017) argued that strong 
governance framework provides the structures, roles, and 
accountabilities that enable effective project 
implementation and success. This should, as a result, 
ensure that project outputs and outcomes are 
continuously aligned with the benefits envisioned in the 
project’s business case. They added that there is a lack 
of understanding in the existing literature regarding the 
governance mechanisms that facilitate the adoption and 
implementation of benefits management practices. It is 
not also clear if a comprehensive benefits management 
approach enabled by effective project governance would 
actually translate into a significant and positive impact on 
overall project success.  

IFRS adoption research takes different scopes such as 
comparison of various countries, assessment of the case 
of a single country or specific organizational level study. 
Pricope (2016) claimed that Marquez-Ramos (2011) 
shifted the focus of IFRS implementation research from 
firm-level analysis to country-level analysis and 
investigated the process of IFRS adoption within national 
economic environments. Subsequently, country level 
analyses focused on the particular case of developed 
countries and pay very little attention to the drivers and 
effects of the IASB standards in the developing world. 
Likewise, in Ethiopia, even if studies were conducted on 
opportunities and challenges of IFRs as well as their 
effect on reporting quality, there was no comprehensive 
study about factors that influence mandatory IFRS 
implementation success at country level. Therefore, this 
study had assessed what factors critically influenced 
successful first time adoption and diffusion of IFRS 
projects in Ethiopia. The research questions answered in 
this study were:  
 
RQ1: What was the influence of variables identified from 
the extant literature (institutional pressures, economic 
factors, project governance factors and cultural factors) 
on the adoption of IFRS in Ethiopia? 
 
RQ2: Is there significant difference in the IFRS project 
implementation success of private and private firms? 
 
There were prior studies about opportunities and 
challenges of IFRS adoption as well as perceptions of 
managers as to how IRFS would affect individual 
organizations, but there were no empirical studies that 
identified what factors influenced the adoption of IFRS in 
Ethiopia observing several projects at country level. This 
is partly due to the fact that the first phase of truly 
adopting IFRS started only on June 30, 2018. In addition, 
considering the IFRS adoption as a project and observing  
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the role of project governance in the IFRS 
implementation success is a new paradigm observed in 
this study. Lastly, while different authors considered each 
factor affecting IFRS implementation independently, 
bringing the constructs in this research model together 
incorporating the influence of culture is another unique 
contribution in this research.  

The study has covered the first phase adopter business 
organizations that have implemented IFRS as their 
reporting standards as of June 30, 2018. According to 
AABE, all banks, insurance companies and public 
enterprises fall in this category. Hence, those 
organizations whose headquarters are located in Addis 
Ababa (the Capital of the Country, Ethiopia) were within 
the scope of this study. The study does not include 
microfinance institutions as head quarters of most of 
them were out of Addis Ababa. 
 
 

REVIEW OF RELATED LITERATURE AND 
HYPOTHESES 
 

Theoretical background  
 

The institutional theory and the theory of economic 
regulation are the fundamental theoretical frameworks for 
this research. According to Sellami and Gafsi (2017), 
institutional and economic network theories focus on the 
effect of institutional as well as economic pressures on 
the organizations’ practices and more generally on the 
strategic decisions of nations seeking to legitimize 
national practices via adopting world-accepted models 
which includes mandatory adoption of IFRSs. Al-Htaybat 
(2017) claimed that the accounting system projects are 
subject to many factors, both internal and external. He 
also stressed that it is important to note that different 
accounting regulation systems react to these 
environmental factors differently. For instance, in the 
emerging economies context, the framework of 
accounting practices and regulation systems lacks basic 
requirements and guidance for what should be and how it 
should be.  
 
 

Organizational pressures and the diffusion of IFRS 
 
Previous literature has consistently provided evidence 
that the environmental factors at a country-level have an 
important influence on accounting development and have 
led to accounting diversity. As per Mihret et al. (2012) 
and Mihret and Bobe (2014), in a globalized environment, 
the interactions between nation-states have greatly 
increased and the diffusion of best accounting practices, 
including IFRS, has been accomplished through the 
contribution of international organizations such as the WB 
and IMF. This asserts that institutional factors 
significantly influence successful IFRS adoption. Hence, 
a number of institutional factors (political, legal, educational 
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and religious) that influence IFRS adoption can be 
considered. This is stated for instance by Al-Htaybat 
(2017) who claimed that institutional theory also provides 
an explanatory framework for accounting change. Sellami 
and Gafsi (2017) asserted that institutional theory can be 
used as lens to explore the process of IPSAS adoption in 
emerging economies which is equally applicable for IFRS 
adoption. This is because there has been an increasing 
interest in the institutional theory in many areas and the 
theory has been adopted in accounting literature as a 
valuable framework to explain the country-specific factors 
affecting emerging economies’ decisions to permit the 
use of IPSAS. As IPSAS and IFRS are issued by the 
same institution (IASB) and applied in a similar context, it 
also works for IFRS adoption. According to Hao et al. 
(2013) however, the existing accounting literature on 
institutional factors primarily use cross-country settings to 
investigate the impact of institutional differences on 
accounting information quality and hence, regional 
differences on levels of institutional development within a 
single country has yet to be determined. Pricope (2016) 
as well as Sellami and Gafsi (2017) argued that 
pressures due to institutional factors or institutional 
isomorphism occur through three mechanisms:  
 
(1) Coercive isomorphism occurs when both formal as 
well as informal pressures are exerted on reporting 
organizations by other organizations upon which they are 
dependent, say the government. This may as well include 
cultural expectations in the society within which 
organizations function.  
(2) Mimetic isomorphism is where organizations tend to 
model themselves after similar organizations in their field 
that they perceive to be more legitimate or successful 
which is often known as the follower advantage; and  
(3) Normative isomorphism is a situation where the 
collective struggle of members of a profession has power 
to define the conditions and methods of their work, to 
control the production of producers and to establish a 
cognitive base and legitimization for their professional 
autonomy. Ali and Al-Alkawi (2018) also assured the 
aforementioned by stating that it is perceived that in 
nations where the government depicts a noteworthy 
quality, the accounting standards, which are IFRSs in this 
study, are broadly actualized. They further argued that 
among the numerous natural variables (financial, 
legitimate, social and political), political factor apply the 
most critical effect on the advancement of accounting 
practices. Hence, it can be hypothesized as follows: 
 
H1: Institutional pressures influence positively and 
significantly IFRS project implementation success. 
 
 
Economic network theory and IFRS adoption 
 

Shima and Yang (2012) stated that a single set of high 
quality   accounting   standards   such  as   IFRSs   would 

 
 
 
 
provide a great deal of support by availing timely and 
accurate financial information for international investors 
to evaluate the performance of companies across 
national boundaries. That is, IFRS standards are likely to 
lower transaction and capital costs for foreign users of 
financial statements. They also argued that factors 
relating to political and economic ties, reliance on foreign-
source of debt create contracting incentives for IFRS 
adoption which takes globalized business as a 
precondition.  

This implies that the benefits that a given country 
derives from IFRS adoption can be explained by the 
magnitude of its economic relations with other partner-
countries that have already adopted IFRS. In this sense, 
IFRS standards are considered a network-dependent 
product (Sellami and Gafsi, 2017). From the perspective 
of economic theory of networks, it is expected that the 
extent of IFRS adoption in an emerging economy like 
Ethiopia will increase due to the magnitude of trade 
relations with IFRS adopter partner-countries. But Al-
Htaybat (2017) empirically found out that the political 
element can also be an obstacle in successful IFRS 
project implementation, as internal adoption of an 
external regulatory system can be met with resistance 
which is typical of mandatory IFRS implementation in 
Ethiopia. This implies that even if the literature stated that 
IFRS adoption will have economic motives, practically 
this may not be the case in some circumstances. Hence, 
it can be hypothesized as follows:  
 

H2: Economic factors will positively and significantly 
influence IFRS project implementation success. 
 
 
Project governance and IFRS implementation 
success 
 
Mashiloane and Jokonya (2018) studied the governance 
of IT projects and stated that greater attention needs to 
be given to the governance and management of IT 
projects further claiming that if governance of IT project is 
not well addressed, successful implementation of them 
will continue to be a real challenge. This argument 
equally applies to any other type of project and IFRS 
implementation project cannot be an exception. In 
addition, IFRS implementation mostly involves 
modernizing the IT support of the accounting and finance 
functions of the organizations. Ekung et al. (2017) 
defined Project Governance as an internal control 
framework established to properly safeguard the interests 
of the owner and mitigate risks throughout the project 
lifecycle. The term has been used contextually to refer to 
a set of management systems, rules, protocols, 
relationships and structure that provide the framework 
within which key managerial decisions are made for 
project development and implementation to achieve the 
intended business or strategic objectives.  

Sirisomboonsuk   et   al.   (2018)  also  stated  that  one 



 
 
 
 
mechanism that could be used for behavioral monitoring 
in projects, like IFRS implementation projects, was 
project governance. They mentioned the experience of 
several researchers and practitioners who regarded 
project governance as a subset of corporate governance 
that emphasizes on the project activities particularly. That 
is, project governance was directly involved in 
performance of the project. Due to this, various 
researchers and practitioners suggested that one of the 
reasons for poor project performance was the lack of 
effective project governance. Mashiloane and Jokonya 
(2018) also added that project governance plays a critical 
role in the implementation of IT projects. This applies for 
all types of projects as they argued that the required 
structures, processes and controls are in place if there is 
properly defined project structure with clear reporting 
lines, alignment of the structure with the strategic vision 
of the project, decision rights being distributed, 
communication strategy being well defined, risks being 
managed and proper reporting structures to the project 
team. Effective governance structures and processes are 
critical to ensure that IT projects are completed 
successfully on time, within budget and according to 
specifications and project objectives. Hence, it can be 
hypothesized that: 
  
H3: Effective project governance influences positively and 
significantly IFRS project implementation success.  

 
 
Cultural factors 

 
In many systems literature, cultural factors are believed 
to influence the level of diffusion and utilization of an 
information systems project. IFRS implementation could 
also be subject to cultural factors the environment the 
project operates in. Al-Jumeily and Hussain (2014) 
identified three primary continuums drawn from the 
cultural dimensions theory of Hofstede that are used to 
identify the differences in the cultural factors: 
individualism/collectivism, uncertainty avoidance, and 
power distance. Individualism/Collectivism is the degree 
to which individuals are integrated within any group. In 
individualism, the emphasis is on individual roles and 
rights, where individuals are expected to stand up for 
themselves, their own family and their own affiliations. In 
contrast, in collectivism, individuals behave as members 
of an organization or group, so that their family is that 
group or organization to which they pay unquestioning 
loyalty. Uncertainty avoidance is defined as the tolerance 
of a society for uncertainty. It measures the extent of 
coping with anxiety by avoiding uncertainty. High 
uncertainty-avoidance cultures implement rules and laws 
to support plans that are followed step-by-step to 
minimize unknown and ambiguous circumstances. On 
the other hand, low uncertainty-avoidance cultures have 
as   few   rules  as  possible,  they  tolerate  changes  and 
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accept a changeable environment and situations; these 
cultures tend to be pragmatic cultures (Hofstede and 
Bond, 1984). Power distance reflects the way people 
accept and perceive power differences. High power-
distance cultures accept autocratic power relationships, 
where people are not equal to each other, and their 
positions are classified hierarchically from superior to 
subordinates (Akour et al., 2006). In contrast, low power-
distance cultures experience more democratic 
relationships, and equality is practiced by all members of 
the society, who have the right to criticize and change the 
decision making of those who are in power (Teo et al., 
2008). Al Hasani et al. (2017) argued that cultural factors 
do not have any significant direct effect on Project 
Success. However, these factors have significant indirect 
effects on Project Success through the mediating 
constructs of External and Internal Risks and 
Communication. But Aronson et al. (2004) stated that 
project culture emphasizing initiative and cooperation 
predicts project success. Jetu and Riedl (2013) also 
asserted this by stating that personally or individually 
focused cultural values (openness to change) rather than 
socially focused cultural values (such as self-
transcendence) have the most significant positive 
influence on project team performance. Hence, it can, 
therefore, be hypothesized that: 
 
H4: Cultural factors influence positively and significantly 
IFRS project implementation.  
 
 
Project success 
 

According to Badewi (2016), delivering project outcomes 
within time and budget is a major concern for all project 
managers globally and a lot needs to be done to realize 
project success. Hence, closing a project within budget, 
time and expected quality can be considered as success 
criteria. Atkinson (1999) claimed that more than the Iron 
triangle, a Square Root should be used to evaluate 
project success. Based on the literature, Figure 1 shows 
the conceptual framework developed for this research. 
 
 
RESEARCH METHODOLOGY 
 
The study adopted explanatory research method to answer the 
research questions and test the hypotheses stated. It observed the 
effect of explanatory variables (independent variables) that 
influenced the adoption and detailed diffusion of IFRS (dependent 
variable). Explanatory research determines the causal relationships 
among variables (Saunders et al., 2012). The survey method was 
used to gather information that was employed in quantitative 
analysis generating data used in the analysis. With the help of the 
survey strategy, it gave the researcher more control over the search 
process by administering self administered questionnaire for the 
data collection (Saunders et al., 2012). 

Prior studies were limited to describing the opportunities and 
challenges of IFRS adoption or perception of  managers  about  the 
costs  and   benefits   in   a   case   study   approach  for  a  specific
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Figure 1. Conceptual framework of the study (based on prior literature). 

 
 
 
organization. Explanatory design would help understand the 
antecedents of IFRS project implementation success thereby 
providing relevant recorded information for future implementation 
success of IFRS, IFRS for SMEs and IPSAS. For this purpose, 
quantitative data were collected based on Likert Scale 
questionnaires about the factors influencing IFRS implementation 
and the degree of success in the process of IFRS implementation. 
Such data were relevant in assessing the relationship between the 
independent variables (institutional pressures, economic factors, 
project governance factors and cultural factors) and the dependent 
variable (IFRS implementation success) as well as the combined 
effect of the former on the later (Saunders et al., 2012). 

The target population of this study included all business 
organizations that were required to adopt IFRS on June 30, 2018 
as first phase IFRS adopters (as Ethiopian firms were required to 
adopt in three phases-June 30, 2018, June 30, 2019 and June 30, 
2020 based on their nature such as Public Interest Companies and 
size measured in terms of number of employees, sales turnover 
and profit information). Accounting and Auditing Board of Ethiopia 
(AABE, 2014b) database was used for the list of first phase 
adopters. However, because some of those required to adopt IFRS 
have not yet done properly, only those that submitted their reports 
to AABE were considered. Of these again, those located in Addis 
Ababa (the Capital City of the country) were the population from 
which a sample was taken. 22 Public Enterprises, Banks and 
Insurance Companies (including both public and private ones) were 
selected for this study using simple random sampling method (on 
lottery basis) out of 53 business organizations that were expected 
to adopt IFRS for the first time. Once a first time adopter firm is 
selected, all IFRS Project Office Team Members were involved in 
the survey on a census basis.  

The survey instrument for this study was developed from prior 
studies which treated each construct individually and based on the 
extant IFRS literature reviewed. It is presented on the next page. 
The instrument was developed on a 5 point Likert Scale basis from 
strongly disagree to strongly agree. The instrument was pretested 
by requesting expert opinion (accounting academics and IFRS 
implementation support consultants) on its content and face 
validities and invaluable inputs were incorporated in this process. 
The reliability of the variables was also tested using Cronbach’s 
alpha where all of them passed the cut of point (0.7). The plan to 
incorporate interview and secondary data was not possible due to 
various constraints. The data collected using the questionnaire 
were analyzed using descriptive statistics (mean and standard 
deviation), correlation and multiple linear regression analysis 
methods to test the relationship of variables (independent and 

dependent variables) using SPSS software (version 22). Test of 
equality of means using 2 Tailed T-Test in IFRS project success 
between different groups of organizations (Public vs. Private) were 
also tested. Based on the findings of the study, candid 
recommendations and directions for future research were given to 
policy makers, managers utilizing the implemented projects and 
other firms that are yet to implement similar projects in the next two 
phases (June 30, 2019 and June 30, 2020) (Table 1).  

 
 
RESULTS AND DISCUSSION 
 
In this part, the data collected from the respondents were 
presented and analyzed using descriptive and inferential 
statistics. The demographic background of the 
respondents was presented first followed by brief 
summary of the constructs in terms of mean and 
standard deviation. Finally, correlation and simple linear 
regression analysis were presented. 

 
 
Demographic background of respondents 

 
The respondents were asked their demographic data to 
check if they are the right respondents for this research. 
The list of organization visited was annexed at the end as 
the list is lengthy. Table 2 presents overall background of 
the respondents. 

As indicated in Table 2, the data for this research were 
collected from 123 respondents from 22 IFRS First Time 
Adopting Business Organizations (both public and private 
firms including financial and nonfinancial institutions that 
were identified by the government as Public Interest 
Entities). These data are believed to be representative of 
all subjects of the study as there is homogeneity in the 
regulatory and operating environments the organizations 
operate in. All public enterprises are under the 
supervision of a single regulatory body (public 
Enterprises and Privatization Agency) and all  banks  and  



Ayele           151 
 
 
 

Table 1. Operationalization of the survey instrument. 
 

Variable Source Items used 

Institutional 
factors 

Al-Htaybat (2017) 
and Sellami and 
Gafsi (2017) 

Formal pressures influenced IFRS adoption in this organization 

Informal pressures influenced IFRS adoption in this organization 

Expectations in the society influenced IFRS adoption in this organization 

IFRS adoption by other similar organizations could lead us to adopt IFRS 

   

Economic 
factors 

Shima and Yang 
(2012) and Sellami 
and Gafsi (2017) 

IFRS expected to  lower our transaction costs of operating globally 

IFRS expected to  expand  economic relations with partnering organizations 

IFRS expected to  improve access to finance or credit from our partners 

IFRS expected to  increase trade volume with firms in other countries  

IFRS expected to  reduce cost of raising capital from our partners 

   

Project 
governance 
factors 

Sirisomboonsuk et 
al. (2018) and 
Mashiloane and 
Jokonya (2018) 

Internal Control framework helped for successful adoption of IFRS 

Well-designed project office contributed to adopt IFRS successfully 

Planning and performance evaluation helped adopt IFRS successfully 

Autonomous decision making enabled  adopt IFRS successfully 

Project risk management systems helped adopt IFRS successfully 

Commitment of project team members enabled us adopt IFRS successfully 

   

Cultural factors 
Al-Jumeily and 
Hussain (2014) and 
Akour et al. 2006) 

Individualistic culture contributed to IFRS adoption  success 

Uncertainty Avoidance attitude helped towards IFRS adoption success 

Much Power Distance influenced towards IFRS adoption success 

Masculinity dominance contributed towards IFRS adoption success 

   

IFRS 
implementation 
success 

Badewi (2016), 
Atkinson (1999) and 
Sirisomboonsuk et 
al. (2018) 

IFRS was implemented within the stated time schedule 

IFRS was implemented within the budget limit initially stated 

IFRS was implemented up to the quality standards initially expected 

IFRS was implemented in a way to satisfy the interest of all stakeholders 

IFRS was implemented in a sustainable manner to improve quality of accounting 
information 

 
 
 

Table 2. Profile of respondents. 
 

Attribute Items  Number Percent 

Level of education  

BA Degree 66 53.7 

Masters 57 45.5 

Total 123 100.0 
    

Years of experience 

1-5 27 22.0 

6-10 40 32.5 

11-15 30 24.4 

>16 25 20.3 
    

Position 

Top level  management 22 17.9 

Middle level 57 46.3 

Lower level 41 33.3 

 
 
 

insurance companies operate under the strict control of 
National Bank of Ethiopia.  

The qualification of majority of respondents was BA 
Degree (53.7%) followed  by  MA  holders  (46.3%).  This 
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Table 3. Test of co-linearity. 
 

Constructs VIF 

Influence of Formal Pressures 1.042 

Influence of Economic Factors 1.114 

Project Governance System 1.073 

Cultural Factor of Team Members 1.049 

 
 
 

Table 4. Descriptive analysis. 
 

Variable Mean Std. deviation 

Influence of institutional  pressures 4.3252 0.75200 

Influence of economic factors 3.3089 0.96776 

Influence of project governance system 3.7561 0.79281 

Influence of cultural factors  3.4228 0.75756 

IFRS project implementation success 3.6423 0.84086 

 
 
 
indicated that the respondents were able to understand 
the issues in the questionnaire and provide appropriate 
responses about IFRS project and its implementation 
process. As indicated earlier, the majority of the 
respondents have 6 to 10 years of experience (32.5%) 
followed by those from 11 to 15 years of experience 
(24.4%). Of course, quite good number of respondents 
(22%) also has experience of up to 5 years. The 
experience of the respondents, like their academic 
qualification, indicated that they are fit for participating in 
the research process and providing sufficient data for the 
study.  

The managerial position of the respondents indicated 
that the top level managers were very few (17.9%) as 
they are at the top of the pyramid and naturally low in 
number in any organization. Large number of 
respondents was from middle level managerial position 
(46.3%) followed by lower level managers (33.3%). This 
implies that the respondents were the proper targets of 
IFRS project implementation as well as future operation 
and use.  
 
 

Testing model-data fitness 
 

Test of co-linearity 
 

Co-linearity was tested by checking variance inflation 
factor for the factors used in the study as indicated in 
Table 3.  

As indicted the Table 3, variance inflation factor of less 
than 10 indicates no problem of co- linearity. 
 
 

Test of normality 
 

The data should be tested for normality  before  analyzing 

it. According to Ghasemi and Zahediasl (2012), large 
sample size (more than 30 respondents as rule of thumb) 
is believed to be normally distributed. They further stated 
that with large enough sample sizes, the violation of the 
normality assumption should not cause a major problem 
which implies that we can conduct parametric tests even 
when the data may not be normally distributed.  If we 
have samples consisting of hundreds of observations, 
they assured that we can ignore the distribution of the 
data. According to the central limit theorem, if the sample  
data  are  approximately  normal  then  the  sampling  
distribution  too  will  be  normal and in large samples 
(>40), the sampling distribution tends to be normal, 
regardless of the shape of the data and means of random 
samples from any distribution will themselves have 
normal distribution. As the current study had used 123 
respondents from 22 organizations, the data tended to be 
normally distributed.  

Then the descriptive statistics is presented and 
followed by correlation and regression analysis of the 
findings. The descriptive analysis part of the data 
analysis includes the mean and standard deviation 
analyses of independent and dependent variables.  
 
 

Descriptive analysis of factors influencing IFRS 
project implementation 
 
Table 4 shows the descriptive analysis of factors 
influencing IFRS Project Implementation Success.  
 
(1) Influence of institutional pressures has the highest 
mean result and lowest standard deviation indicating that 
the government mandatory legal requirement to 
implement IFRS by the target firms is the very source of 
the project idea. It is a key requirement for  tax  filing  and  
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Table 5. Correlation matrix. 
 

Correlation 1 2 3 4 5 

Institutional pressures (1) Pearson correlation 1     

Economic factors (2) 
Pearson correlation -0.130 1    

Sig. (2-tailed) 0.152     

       

Project governance (3) 
Pearson correlation 0.040 0.249** 1   

Sig. (2-tailed) 0.657 0.006    

       

Cultural factor (4) 
Pearson correlation -0.157 0.167 0.009 1  

Sig. (2-tailed) 0.082 0.065 0.919   

       

IFRS project success (5) 
Pearson correlation 0.170 -0.105 0.360** 0.162 1 

Sig. (2-tailed) 0.060 0.249 0.000 0.073  
 

**Correlation is significant at the 0.01 level (2-tailed). *Correlation is significant at the 0.05 level (2-tailed). 
 
 
 

license renewal for private firms. Hence, this is in line 
with prior studies such as Pricope (2016) as well as 
Sellami and Gafsi (2017) which claimed that institutional 
pressures are key inputs for IFRS implementation.  
(2) Influence of economic factors indicated the least 
mean result and the highest standard deviation. Even if 
one solid foundation for adopting IFRS was considered to 
be economic advantage and cost saving (Shima and 
Yang, 2012) for instance, findings by Al-Htaybat (2017) 
indicated the political intervention by governments 
resulted in resistance and IFRS adopters considered it as 
cost. In addition, IFRS project is costly investment at the 
beginning and for firms not having significant international 
trade, foreign branches, subsidiaries or affiliates, 
economic reasons did not demand the implementation of 
IFRS.  

Economic justification works for international firms 
having so many branches and subsidiaries abroad. 
Wagaw et al. (2019) also examined the unique nature of 
IFRS adoption in Ethiopia using the neo-Gramscian 
theory of globalization and the state. They concluded 
from their study that this theoretical lens enables 
incorporating a broad range of factors than market-based 
explanations of IFRS adoption which prior research has 
emphasized. However, their study was a qualitative one 
which should be empirically tested. The findings of this 
study were, therefore, in line with their proposition. 
(3) Influence of project governance systems has higher 
mean value next to influence of institutional pressures 
and contributes a lot to put on the ground whatever a 
project idea at hand. This is again in line with the 
literature that proper project governance contributes to 
project success even when the project deemed to be 
highly risky (Mashiloane and Jokonya, 2018).  
(4) The influence of cultural factors of team members 
also indicated moderate mean value having its own 
contributions in all stages of the project life cycle (from 
conception    to   closure).   In   most   public   enterprises 

particularly, the project was undertaken by foreign 
consultants where the cultural issues of team members 
would be critical success factor. This is as well in line with 
the literature as for instance Aronson et al. (2004) who 
stated that project culture predicts project success.  
 
 

Correlation matrix 
 

Table 5 shows how each of the independent variables 
correlates with each other and with the dependent 
variable individually. As can be seen from the following 
correlation matrix table, except economic reasons which 
does not have meaningful correlation with IFRS 
implementation success, all the independent variables 
were positively correlated to IFRS Project success. This 
finding was the same as that of the descriptive analysis 
mention earlier and the hypotheses stated except for 
economic reasons (as justified earlier). This implies that 
properly understanding and handling these factors will 
lead to project success in the future IFRS (both IFRS as 
well as IFRS for SMEs) and IPSAS projects. 

Project governance factors were strongly correlated to 
IFRS implementation success at 1% level of significance. 
While economic factors were not correlated with IFRS 
implementation success, institutional pressures and 
cultural factors were also correlated with IFRS 
implementation success at 10% level of significance. 
 
 

Regression analysis 
 
Table 6 shows the regression results indicating the 
influence of the independent variables (institutional 
pressures, economic factors, project governance factors 
and cultural factors) on the dependent variable (IFRS 
project implementation success). 

Table 6 shows that all the independent variables except 
economic   factors   influence   positively    IFRS    project 
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Table 6. Regression table. 
 

Model 
Unstandardized coefficients Standardized coefficients 

t Sig. 
B Std. error Beta 

1 

(Constant) 1.328 0.551 - 2.408 0.018 

Institutional pressures 0.128 0.066 0.159 1.937 0.055 

Economic factors -0.193 0.074 -0.222 -2.608 0.010 

Project governance  0.431 0.089 0.407 4.867 0.000 

Cultural factor  0.245 0.092 0.221 2.669 0.009 
 

Dependent Variable: IFRS project implementation success. 
 
 
 
success. As per Sellami and Gafsi (2017), institutional 
pressures influence the adoption of IFRS in Ethiopian 
business organizations studied at 5.5% level of 
significance. Even though institutional pressures were 
key factors to initiate the IFRS project, their influence 
towards successful completion may be questioned by the 
IFRS project stakeholders. Though this is a little higher 
than the cutoff point (5%), the researcher would like to 
accept the hypothesis and suggest future research to 
further confirm it instead of rejecting. This was in line with 
the extant literature and as per hypothesis 1 which the 
data support it to accept. The findings of Pricope (2016) 
also support the same. Hence countries need to 
strengthen their legal frameworks and supervision 
process to enforce business and other organizations 
successfully adopt IFRS. This should be used in 
upcoming implementations as well.  

Economic factors as well influence IFRS 
implementation success but were not positively 
correlated with IFRS project success contrary to the 
literature as per Shima and Yang (2012). The 
aforementioned evidence showed that hypothesis 2 was 
not accepted. This may be partly because the Ethiopian 
context is different from the other environments in that 
most firms operate predominantly locally not properly 
feeling the value of IFRS in reducing transaction costs of 
doing business globally. In addition, the respondents 
might have seen the significant initial cost that adopting 
IFRS involves instead of the long term benefits that it 
might have brought in the future. As there is no 
secondary stock market in Ethiopia and as the national 
tax office (Ministry of Revenues) does not accept IFRS 
based financial reports as the base for assessing tax 
liability of the business organizations, the economic 
benefit of adopting IFRS could not be visible for business 
people in Ethiopia in the short term. This was also in line 
with the study of Wagaw et al. (2019) who concluded that 
there are a broad range of factors (social and political, for 
instance) other than pure monetary and market-based 
explanations of IFRS adoption in Ethiopia. The work of 
Riahi and Khoufi (2015) which concluded that behavioral 
factors related to government decision makers, mainly 
corruption, influence more than economic factors the 
decision of adopting or not IFRS by developing countries, 

may also justify that. Al-Htaybat (2017) also stated that 
more legal and political intervention by the government 
results in resistance to the extent of denying economic 
benefits and observing only the short term burden as a 
cost (both in money terms as well as psychologically). In 
the medium term such as five years and in the long term 
(say up to 10 years), however, adopting IFRS will 
eventually bring economic benefits as well in relation to 
establishment of secondary stock market and possibilities 
of securing loans from abroad. 

Project governance was also found to influence project 
success positively and more significantly than other 
factors as stated by Mashiloane and Jokonya (2018) who 
studied the governance of IT projects and who advised 
that great attention needs to be given to the governance 
and management of IT projects for their successful 
implementation. As IFRS implementation is a project by 
itself as well as it involves changing the information 
technology applications in the accounting and finance 
functions, this argument was equally applicable for IFRS 
project implementation success.  

The view of Ekung et al. (2017) internal control and 
governance framework established to help protect the 
interests of the owner and mitigate risks of a project also 
justifies the role of project governance for project 
success, one of which is IFRS implementation project. 
This was also asserted by Sirisomboonsuk et al. (2018) 
who claimed that the reasons for poor project 
performances were lack of effective project governance. 
Contrary to the argument by Al Hasani et al. (2017) who 
claimed that there is no direct effect of culture on project 
success and as per the findings of Aronson et al. (2004), 
cultural factors did have significant positive effect on 
project success in this study. This was also in line with 
many prior studies in information systems projects (Jetu 
and Riedl, 2013) for instance. As the concept of IFRS is 
imported from the Western environments (Mihret et al., 
2012; Mihret and Bobe, 2014) and most of the big public 
companies used consultants were recruited from these 
environments, the role of culture in IFRS project success 
should be given due weight. This circumstance will 
continue in future projects as well and project planners 
and implementers should be aware of these facts. The 
business organizations in this study were both private  as  
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Table 7. Test of equality of means (2 Tailed T-Test). 
 

Group statistics Ownership of the organization N Mean 
Std. 

deviation 
Std. error mean 

IFRS project 
implementation success 

Public 48 3.5208 0.92229 0.13312 

Private 52 3.6731 0.87942 0.12195 
      

   Levene's test for equality of variances 

  F Sig. t df Sig. (2-tailed) 

IFRS project 
implementation success 

Equal variances assumed 0.471 0.494 -0.845 98 0.400 

Equal variances not assumed - - -0.843 96.412 0.401 
 
 
 

well as public (state owned and state controlled business 
organizations). Whether the form of ownership has 
impact on IFRS project implementation was considered 
as a control variable. The data also indicated that there 
were no significant statistical differences in the IFRS 
project implementation success of public and private 
firms as shown in Table 7. 

This implies that the form of ownership and thereby the 
related project management practice including the 
consultant recruitment process did not have significant 
effect on IFRS project implementation success. Hence, 
the aforementioned research model that was empirically 
tested in this research would be equally applicable for all 
forms of organizations. 
 
 

Policy and managerial implications  
 

The research was conducted to assess the influence of 
various factors on IFRS Project Implementation success 
of first phase adopter business organizations in Ethiopia. 
Except economic factors which were not positively 
correlated with IFRS project success, institutional 
pressures, project governance systems and cultural 
factors contributed positively for IFRS project success. 
Managers in future IFRS Implementation Projects shall 
consider these factors to successfully implement their 
projects within time, budget and customer expectations 
as well as regulatory requirements. This study will have 
significant contributions to various stakeholders. 
Primarily, it helps policy makers, managers as well as 
practitioners to better adopt and operate IFRS, IFRS for 
SMEs and IPSAS in Ethiopia. Secondly, it will help 
accounting education to better design the curricula and 
improve the content delivery process. It will also 
contribute to accounting theory by identifying new 
variables that influence IFRS adoption. Finally, it will 
serve as a base for future research on IFRS adoption in 
Ethiopia and other Eastern African countries with similar 
social, political and economic contexts to Ethiopia. 
 
 

Limitations and directions for future research 
 

As   the  target  population   was   busy   in   day   to   day 

operations and year end closings during the data 
collection period, securing the required volume of data 
was a basic limitation in this study. In addition, 
respondents might have provided the socially desirable 
response instead of the real situation on the ground. 
Extra effort of data collection was used to minimize the 
effect of these limitations. Future research may consider 
replicating the same study on other firms in Ethiopia as 
well as other Eastern African countries, include other 
variables that influence project success based on the 
extant literature, incorporating organizations in the 
regions within Ethiopia and firms that are expected to 
implement IFRS in the next two phases (June 30, 2019 
and 2020). The same research may also be conducted 
for NGOs which are expected to implement International 
Public Sector Accounting Standards (IPSAS) which is the 
NGO version of IFRS. 
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