In recent years, there has been an interesting accounting revolution at the international level, that is, the rapid adoption of IASB standards in numerous countries around the world.

This adoption is being carried out in different ways, but there is evidence that such accounting principles will be the most important accounting standards in the world in future years.

This statement of fact should induce researchers to verify the real utility of adopting such standards, rather than just assuming that IASB standards are the best because they allow financial information users to make reference to a single set of accounting principles. In other words, the international harmonization that would be achieved by the large use of IASB standards  is not sufficient in itself to judge such an adoption as a real increase in utility for accounting information users.

Our research had the purpose of verifying, with reference to the case of Italy, whether or not the adoption of IASB standards provides an increase in the explanatory power of accounting amounts.

To answer this research question, we used a modified Ohlson model, by regressing the price per share on the earning per share and the book value per share, deflating all of the variables by the stock price at the beginning of the period in order to overcome the scale effect.

The periods used for these regressions have been the years 2002-2004 and 2006-2008, in order to have 3 years of financial statements issued in accordance with Italian standards (2002, 2003, and 2004) and 3 years issued in accordance with IASB standards (2006, 2007, and 2008). 

Among the results stemming from such regressions, of particular interest for our research is the adjusted R2 level, which allows us to assess the value relevance of different accounting standards.

The empirical results given in the previous section evidenced a low level of adjusted R2.

Such results demonstrated that the value relevance of accounting amounts when using IASB standards is better than when using Italian standards; however the explanatory power of IASB amounts showed a higher level of dispersion.

It is interesting to observe that such a conclusion – the higher explanatory power of IASB accounting amounts – is consistent with the framework of such principles.

As a matter of fact, as usual for an Anglo-Saxon accounting system – like the IASB – the issuance of financial statements has the main purpose of making useful information available to investors, first of all shareholders.

In this context, it should be normal for IASB amounts to have better explanatory power than Italian amounts. 

With reference to the limits of our research, we have to consider that the number of years investigated were too few.

Moreover, to make the sample as large as possible, we included all of the Italian listed entities.

However, including financial and insurance companies could have biased the empirical results; in fact these entities have flows with particular characteristics that might have impaired the meaningfulness of the results of our research.

Finally, to have a time series of accounting data issued by using different (Italian and IASB) accounting standards, we used different years to test the explanatory power of the Italian (2002-2004) and IASB (2006-2008) standards.

This feature could have biased our results because different accounting amounts (Italian and IASB) referred to different underlying economic events.

Future researches could remove the first limit thanks to the higher number of available years.

As to the second and third limits, future researchers will also have to make a trade-off between a larger or more uniform sample.

The third limit is unavoidable if we want to test the difference in explanatory power between two accounting systems without limiting the analysis to a single year, that is the year of the First Time Adoption of IASB standards.
