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Abgract

The purpose of this paper is to assess the sciattific literature referring to the value rdevance of reported
accounting information over a twelve year period garting from 2002. The approach of the paper isa
theoretical (conceptual) one. In order to conplete the purpose of the paper we sdected as research
method the longitudinal qualitative analyss The qualitative analysis carried out presents a deductive
character. Our condusions regarding the general characteridics of the research fidd pertaining to the
value relevance of reported accounting informetion are drawn based on the main results and scentific
contributionsidentified intheresearch fidd of interet.
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1. Introduction

Vdue rdevance represents "a mgor area of
empirica research” according to Beaver (2002: 460). This
research domain can be induded in a wider area of
accounting research, cdled Maket-Basad Accounting
Research (MBAR). MBAR is conddered by Lev and
Ohlson (1982: 249) as "the mogt focused and ambitious
research effort in the higtory of accounting.” The purpose
of this paper is to asess the sdientific literature pertaining
to the value rd evance research domain over atwelve year
period starting from 2002. Following our andysiswe point
out the main characteridtics of the reseerch fidd of interest
between 2002 and 2014. This paper represnts a
descriptive review of the current sate of knowledge in the
accounting ressarch field of vaue rdevance of reported
informetion. In the academic literature we can find Smilar
dudies, namdly Lev and Ohlson (1982), Holthausen and
Weatts (2000), Barth, Beaver and Landsman (2001). By
quditatively andyzing more than 80 vaue rdevance
dudies, we make a contribution to the value rdevance
research fidd by summarizing the main topics and
highlighting its essential characteritics in the period 2002-
2014.

In order to carry out our quditative andyss we
conducted a thorough invedtigation for artides published
in journds recognized nationdly, or internationdly, or for
books reevant to the topic being addressed. Our search
was conducted in scientific journds published online by
the American Accounting Association, the Romanian
Chamber of FHnancid Auditors, the Emerdd Group
Publishing, Franklin Publishing Company, Heckner,
Inderscience, John Wiley & Sons (Wiley-Blackwel),
JSTOR, Oxford Universty Press Pdgrave Mcmillan,
Questia, SAGE Publication, Springer, Reed Elsevier, and
Taylor & Francis We performed our search by using
expressions and words such as: ,,value relevance”; ,,value
relevance of accounting information™; ,accounting
information and vaue relevance”; ,value relevance of
financial information”; ,value relevance of financial
statements”; ,.value relevance of consolidated financial
information”. The qualitative analysis carried out presents
a deductive character, our concdusons regarding the
generd characteridicsof theresearch fidd pertaining to the
vaue rdevance of reported accounting information being
based on the main results and sdientific contributions
identified in the reseerch field of interest.

2 Literaturereview

Between 2002 and 2014 the academic literature regarding
vaue rdevanceisvery wel represented by sudiesfocused
on a country levd andyss In country levd andyss
dudiesvaue rdevanceis very often andyzed inreldion to
naiond accounting reporting sandards  (NGAAPS)
(Ragab & Omran, 2006: 279 — Egypt), or in rdation to the
nemy adopted internationd reporting framework (IASY
IFRSS) (Bl Shamy & Kayed, 2005: 68-69). A number of
studies address the topic of vaue rdlevance considering the
influence that moderator factors (covariates) have on vaue
rdlevance as a reporting qudity atribute. One of the
moderator factors that we encountered in our research are
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macroeconomic  circumdances, an umbrdla term for
financid-economic crids (DavisFriday & Gordon, 2002:
2, Moraes da Coda, Santana dos Reis & Campagnaro
Teixera, 2012: 128), accounting sysem reforms (Naceur
& Nachi, 2006: 2; Chdmers Naviss & Qu, 2010: 792),
the adoption of a new currency (Dimitropoulos, Ageriou,
& Sriopoulos 2012: 299) or the effect of inflation
(Kirkulek & Bdsara, 2009: 363). The academic literature
on vaue rdevance incdudes dudies addressng vaue
relevance in relaion with other type of moderator factors,
namdly different company characteristics (Ely & Pownall,
2002: 632 — shareholder/ sakeholder orientation; Habib,
2004a 1 — management practices like company earnings
manipulation; Brown J. He & Teitd, 2006. 605;
Kousenidis Lades & Negekis 2009: 219 — accourting
consavdian, Habib & Azim, 2008: 167 — corporate
governance practices, Chandrgpaa, 2013: 98 — company
dze and ownership concentration; Gallizo & Sdvador,
2006: 268 — life cyde of the company) or drcumstances
conddered to have a grong influence on the vaue
relevance of reported acoounting information.

The academic literaure regarding vaue
relevance is mainly focused on two reported accounting
dements, namely book vaue of equity and earnings The
studies presenting a country level andysis regarding these
accounting items are numerous (Anandargian, Hasan, Ik
& McCarthy, 2006; Durdn Vasquez, Lorenzo Vadés &
Vdencia Herera 2007; Abiodun, 2012; Shamki &
Rahman, 2012; Dahmash & Qabgeh, 2012). The interest
of vaue rdevance ressarchers was piqued by other
reported accounting items as well (Ben Ayed & Abaoub,
2006: 2; Beidand, 2011: 773~ earnings componens,
Kabir & Laswad, 2011: 268 — net income; Negakis, 2006:
7 — resdud earnings (= net income minus the cogt of
borrowed capitd); Kwon, 2009: 28 — cash-flows;, Cheng,
Cheung & Gopdakrishnan, 1993 195, Dhdiwd,
Subramanyam & Trezevant, 1999: 46; Biddle & Chai,
2006: 1; Kanagaretnam, Mathieu & Shehata, 2009: 349;
Kabir & Laswad, 2011: 268 — comprehendve income and
its components, Habib, 2010: 190 — operding income,
Perera & Thrikawda, 2010: 1 — earnings per share, return
on equity (ROE), earnings yidd; Chrigian & Jones, 2004:
16; da Sllva Macedo, Machado, Dd Ri Murcia & Res
Machedo, 2011: 300 — operaiond cashflows Habib,
2004b: 23; Al-Hares, AbuGhazaeh & Haddad, 2012: 221
— dividends, Dorantes Dosameanes, 2013 5 - fundamental
variablesemployed in forecagting).

From the point of view of its evolution, vaue
relevance is studied through a country levd andyss by
Thinggard & Damkier, (2008: 375). The authors carry out
a longitudind invedigation from 1983 until 2001 on a
sample of Danish companies. The compardive gpproach
regarding vaue rdevance is very wel represented in the
academic literature through a large number of gudies In
some of these works (Kang, 2003; Platikanova & Nobes
2006; Hdlgrom, 2006, DavisFriday, Eng & Liu, 2006;
laridis & Dimitras, 2013) the pardld is dravn between
two or more countries with respect to the rdaive or
incrementa  vaue rdevance of reported accounting
information on the finandd markets The comparative



perspective in the vaue rdlevance academic literaure is
extended from countries to other dements. Some of these
dements are represented by consolidated  financid
information reporting theories, namely the entity theory in
contrag with the extended parent company theory.
(Mdiller, 2012: 949) Likewise, the compardtive pergpective
is adopted in papers sudying the vdue reevance of
accounting information reported in the consolidated
finandd datements in comparison with the accounting
information reported in the parent company separate
financd datements (Dolinar, 2002, Yamgi, 2002;
Goncharov, Werner & Zimmermann, 2009; Gould &
Rammd, 2009; Sifa, Gholami Metrabadi & Borhani,
2011; Miller, 2011; Srinivasan & Narasmhan, 2012). The
research studies mentioned above report various findings,
a higher vaue rdevance of the accounting information
reported in the consolidated financid gSatements is
uggested in Dolinar (20022 69), Yamgi (2002: 5),
Goncharov et d. (2009: 352), Gould & Rammd (2009: 5)
and Mller (2011: 342), while a superior vaue rdevance
of the information reported in the parent company’s
separate financia statements is supported by the findings
of Safaet d. (2011 127) and Srinivasan & Narasmhan
(2012: 58).

The research regarding the vaue rdevance of
accounting information is enriched through findings
demming from examining associdions between sock
market price, gock return and goodwill (Duangploy,
Shdton & Omer, 2005: 26; Al Jfri & Citron, 2009: 123,
LapointeAntunes, Cormier & Magnan, 2009: 56;
Dahmash, Durand & Watson, 2009: 120; Laghi, Mait & di
Marcantonio, 2013: 32) Research gudies such as those of
Emmanud & Garrod (2002: 215), Chen & Zhang (2003:
426), Bodnar, Hwang & Weintrop (2003; 171) ad
Aleksanyan (2004: 4) address the issue of segment
reporting information value rd evance. Regarding the vaue
rdevance of nonHinancid information, namdy the
information related to intangible assats the studies of
Kadlapur & Kwan (2004: 151), Liang & Yao (2005: 135),
Abayadesgra (2010: 3) and Chang & Kim (2013: 237)
bring evidence in its favour. Extreordinary accounting
items such as the company’s restructuring expenses, the
expensess relaed to completed research and deve opment
activities merger expensss, imparment expenses, the
expensss or revenues resulting from legd lawslits the
cogts arisng from the revaudtion of assts a fair vaue
after an inventory takes place, the expenses or revenues
resulting from caamities, or other items, such as the
income resulting from callected insurance premiums are
teted for vaue rdevance in the sudy of Earnes & Sepe
(2005: 61). Ther findings suggest that only certain
extreordinary accounting items, like for example the
expensess rdaed to uncompletled ressarch  and
development activities or merger expensss are vaue
relevant on the financid market. Hassan, Percy & Stewart
(2006: 41) document the vaue relevance of accounting
information regarding financid indruments. Graham,
King & Morrill (2003) and Soonawala (2006: 395) focus
on testing the vaue rdlevance of accounting information
reported by joint ventures through different methods of
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consolidation (the proportionate method of consolidation
and the equity method of consolidation). Minority
interests” value rdevance is examined by So & Smith
(2009: 166). The reaults suggest that the change in the
presentation of minority interests, minority interests being
reported as an equity component, not a debt component,
has vdue rdevance for invetors A new mesaure of
performance, different from the earnings reported in
accordance with the enforced GAAPS, istested in terms of
vaue rdevance by Albring, Caban-Garcia& Reck (2010:
264). The information regarding pensions recognized in
the financid datements is andyzed by Werner (2011
427), while the vaue rdevance of the R&D expensss are
addressed in the work of Ali Sheh, Liang & Akbar (2013;
159).

A few dudies provide the vaue rdevance
research field with arguments explaining the decdline in the
vaue rdevance of accounting information. The works of
Dontoh, Radhakrishnan & Ronen (2004: 2) and Dontoh,
Radhakrishnan & Ronen (2007: 3) suggest thet the decline
in vaue rdevance might be the consequence of noise
embedded into the stock market price. The “noise” is due
to the increese in the volume of nonrinformation based
transactions, the ability of the stock price to reflect
accounting information being thus reduced. Similar results
are reported by Gu (2007: 1073), and Lim & Park (2011:
947). The fidd of vaue rdevance a0 presents research
gudies focused on the financid sector (Danbalt & Rees
2002; Aghana & Chen, 2007), or the venture capitd
mearket (Hand, 2005).

3. Discussion of resultsand condusons

Frg of dl, we remark upon the diversty which
characterizes the vdue rdevance research fidd. In the
academic literature published between 2002 and 2014 we
find sudies that cover a large number of vaue rdevance
topics, mainly from an empiricd perspective. From a
methodologica  point of view, the vdue reevance
empirica research uses for the mogt part two econometric
modds, namdy the price pedification and the return
pecification econometric modds Thee modds are
designed to address both types of vadue rdevance, the
reldive vaue rdevance, as wdl as the incrementd vdue
relevance of accounting information. (Biddle, Seow, and
Segd, 1995: 1) In a large number of sudies the vaue
relevance of accounting information is andyzed in relaion
with moderator factors, or covariates, with a possible role
in deemining its levd. The covaiaes that we
encountered are mainly macroeconomic  circumstances
and microeconomic (company leve) characteridics The
dudies we incduded in our quditative examinaion
exhibited a country levd pergective, a longituding
perspective, or a comparative perspective regarding vaue
relevance.

A quditative summarization of the results in a
paticular research fidd entals certan limitations, like
ubjectivity or lack of trangparency concerning a number
of factors that remain a the discretion of the researcher.
These factors are the criteria used for sdecting the studies
incdluded in the andlys's, the different levels of importance
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given to the various sudies, or the number of papers
included in the review. In addition, the usefulness of this
type of summarization is limited to the period of time
andyzed, because of new papersbeing published and new
reslts being mede available in the following periods of
time. (Borengein, Hedges, Higgins & Rothgtein, 20009:
XXI1) In addition, following a quditative andyds we
cannat pecify the manner in which the vaues of the
effects reported are being influenced by moderator factors
(covariaes). Thus, aquditative andyss does not dlow us
to formulate generad condusions concerning the fidd of
interest.
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