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DECISION USEFULNESS AND INFLATION ACCOUNTING: THE CASE OF TURKEY"

Res. Assist. Seyfullah SELIMEFENDIGIL"™

Muhasebe Bilim Diinyas1 Dergisi

Aragtirma Makalesi/Research Article
Aralik 2023, 25(4), 465-497

ABSTRACT

The purpose of this study is to examine the issue of inflation accounting and decision usefulness. As
well as having political costs for a country, inflation has financial costs for companies and their
stakeholders. To test the necessity of inflation accounting adoption, Ohlson's (1995) pricing model is
used and earnings volatility is measured across years. It was concluded that earnings are more volatile
and don’t explain the changes in company market value when inflation adjustments are required.
Furthermore, it has been suggested that stewardship theory can explain the reporting of inflation-

adjusted values in conjunction with historical cost values.
Keywords: Inflation Accounting, Decision Usefulness, Stewardship Theory

JEL Classification: M41, N15, G30

KARARA FAYDALILIK VE ENFLASYON MUHASEBESI: TURKIYE ORNEGI

oz

Bu caligmanin temel amaci enflasyon muhasebesi ve karara faydalilik konusunu incelemektir. Enf-
lasyonun tilkeye siyasi maliyeti olmasinin yansira, sirketlere ve paydaslarina finansal maliyeti de bulun-
maktadir. Enflasyon muhasebesinin uygulanmasi gerekliligini kanitlamak i¢in Ohlson (1995) tarafindan
gelistirilen fiyat modeli kullanilmis ve kazanglarin yillara gére oynakligr 6l¢iilmiistiir. Sonug olarak,
enflasyon diizeltmesi gerektigi zamanlarda kazanglarin daha fazla oynaklik gosterdigi ve sirketin piyasa

degerini agiklayamadig1 goriilmiistiir. Ayrica, enflasyon muhasebesi uygulamasi sonucu olusan deger-

lerin tarihi muhasebe degerleriyle birlikte sunumu temsil teorisi ile agiklanabilecegi 6ne siirtilmiistir.
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GENISLETILMIiS OZET
AMAC VE MOTiVASYON

Son donemlerde giindemi sik¢a mesgul eden enflasyon sorunu sadece makroekonomik diizeyde si-
nirli kalmayip hayatin her alanina niifuz ederek isletmeler agisindan da biiylik bir sorun teskil etmekte-
dir. Bu baglamda isletmelerin paydas gruplara ve yatirimcilara sunduklar1 finansal raporlar enflasyon
nedeniyle gercegi tam olarak yansitmamaktadir. Enflasyonun yiiksek oldugu dénemlerde igletmeler ta-
rafindan sunulan finansal tablolarin karar vericiler agisindan faydali bilgi sunup sunmadiginin incelen-
mesi dnem arz etmektedir. Isletme ilgililerinin dogru karar verebilmesi i¢in daha dnce uygulamada bu-

lunan enflasyon muhasebesi enflasyonun yilikselmesiyle son zamanlarda tekrar giindeme gelmistir.
ARASTIRMA YONTEMIi

Basinda kendisinden siirekli s6z ettiren enflasyon olgusu, sirketlerin finansal tablolarinin gériintimii-
niin de etkileyici bir unsurudur. 1950°li yillarin ortalarinda ortaya koyulan karara faydalilik kavrami
daha sonra Uluslararas1 Muhasebe Standartlar1 Kurulu ve Muhasebe Standartlar1 Komitesi’nin yayilari
ile daha da ileri bir diizeye taginmistir. Muhasebe literatiiriinde siklikla dile getirilen ger¢ege uygun
deger ile tarihi deger konusunun uzantis1 olarak goriilen enflasyon muhasebesi de yeniden giindemde
yer almistir. Calismada, son zamanlarda siklikla giindeme gelen enflasyon muhasebesinin, gercege uy-
gun degeri yansitmada araci olarak kullanilip kullanilamayacagi incelenmistir. Enflasyon muhasebesi-
nin muhasebe literatiiriinde genisce yer bulan karara faydalilik konusu ile nasil bir etkilesimi oldugunu
anlatmak {izere yapilan bu ¢aligmada ge¢misten giliniimiize Tiirkiye’de enflasyonun gelisim seyri ge-
nigge ele alinmistir. Ayrica Tiirkiye’de kendi diizeyindeki iilkelere kiyasla ¢ok yiiksek bir enflasyon
gorililmesine ragmen neden bu uygulamanin gerceklestirilemedigi ortaya koyulmus olup, gerceklestiril-
mesine yonelik taleplerin ve durumun 6nemi giincel basindan 6rneklerle detaylandirilmastir.

Sirketlerin yatirimeilar ve diger paydas gruplar i¢in sundugu finansal tablolarin sirketin piyasa de-
gerini yansitip yansitmadigi ve bu bilgilerin yiiksek ve diisiik enflasyonlu yillarda nasil sekillendigi,
yillik veriler kullanilarak Ohlson (1995) tarafindan gelistirilen fiyat modeli ile incelenmistir. Bunun di-
sinda kazang oynaklig1 olarak bilinen sirketlerin 1.2.3. ve 4. ¢ceyrekteki karlilik oranlarinin standart sap-

malan yillik diizeyde karliligin oynakliginin belirlenmesinde kullanilmistir.
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BULGULAR VE TARTISMA

Gelisen ekonomiler arasinda oldukga yiiksek bir enflasyona sahip olan Tiirkiye 2004 yilindan sonra
uygulanmasi terkedilen enflasyon muhasebesinin uygulanmasi i¢in gerekli goriilen tiim sartlarin olug-
masina ragmen bu uygulamay1 gergeklestirmemistir. Gerek Uluslararas1 Muhasebe Standartlarini uygu-
layan borsada islem goren sirketler gerekse Maliye Bakanliginin koydugu yasalar takip eden halka agik
olmayan sirketler bu uygulamadan faydalanamamislardir. 2021 y1li1 sonunda enflasyonun yiikselise geg-
mesi, herhangi bir diizeltme yapilmadan finansal tablolarin anlagilirligini zorlastirmigtir. Hazine ve Ma-
liye Bakanligimin belirledigi sartlara gore, enflasyon muhasebesinin uygulamaya gegirilebilmesi i¢in son
ii¢ yilin toplam enflasyonunun %100°{ agsmasi ve i¢inde bulunulan mevcut yilda enflasyonun %10 veya
daha fazla olmasi1 gerekmektedir. Hazine ve Maliye Bakanlig1 yayinladig1 gecici madde ile kendisine
tabi olan sirketlerin 2021 ve 2022 yillar1 i¢in 2 yil siire ile enflasyon muhasebesini uygulayamayacakla-
rma hiikmetmis ve 2023 y1l1 i¢in sartlarin olusup olusmadigina bakilmaksizin uygulanacagini belirtmis-
tir. Sermaye piyasasi araglart borsada igslem goren sirketler i¢in IAS 29'da belirtilen gereklilikler yerine
getirilmis olmasina ragmen, Kamu Gozetimi Muhasebe ve Denetim Standartlart Kurumu (KGK) tara-
findan yayinlanan bildiride, Tiirkiye Istatistik Kurumu tarafindan agiklanan iiretici fiyat endeksi yerine
tiiketici fiyat endeksinin esas alinmasi gerektigi vurgulanmistir. Ancak, bu endeks oranimin son {i¢ yilin
toplaminda %100'i agmamasi nedeniyle uygulamaya gegilmeyecegi belirtilmistir. Yapilan analizler so-
nucunda, enflasyon muhasebesi uygulanmasi sartlarmin gergeklestigi halde uygulanmadig: yillarda
(2021 ile 2022 yillarinda) kazang oynakliginin daha yiiksek oldugu ve fiyat modelinin agiklama giiciiniin
azaldig1 goriilmiistlir. Ayrica, yapilan gozlemler neticesinde, net karn sirketlerin piyasa degerini agik-
lamada yetersiz kaldig1 goriilmiis, bu duruma karsilik net varliklarin piyasa degeri konusunda daha tu-
tarl bilgiler sundugu ve enflasyondan daha az etkilendigi gdzlemlenmistir. Bu anlamda ¢aligma kendi-
sinden 6nce yapilan diger caligmalarla benzer sonuglar gostermektedir (Belesis ve digerleri, 2022; Liu

& Sun, 2022).
SONUC VE ONERILER

Muhasebede finansal tablolarin gercege uygun deger ve tarihi deger ile sunumu konusu, 1960’11 ve
19701i yillarda yasanan yiiksek enflasyon olgusu ile sekillenmistir (Whittington, 2008). Literatiirde her
iki goriislin taraflar1 olmasina ragmen, gercege uygun deger ile tarihi degerin birlikte sunulmasinin fay-
dal1 bilgiler sunmasi agisindan daha 6nemli oldugu vurgulanmistir (Kirkulak & Balsari, 2009; Filip &
Raffournier, 2010; Chamisa ve digerleri, 2018). Buna bagl olarak, ger¢ege uygun degerin tarihi degerler
ile birlikte gosterilmesi, kurumsal yonetimin énemli teorilerinden biri olan temsil teorisi ile agiklanmak-
tadir. Vekalet teorisine dayali olarak, isletmelerde temsilciler ile paydaglar arasindaki bilgi esitsizligi,
enflasyon muhasebesinin tarihsel ve giincel degerleri igeren raporlama 6zelligi ile azaltilabilir. Enflas-

yonun yiiksek oldugu donemlerde sunulan muhasebe bilgilerinin sirketin piyasa degerini yeterince
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yansitmadig1 ve kar oynakliginin yiiksek oldugu gézlemlenmistir. Yapilan analizler sonucunda, 2018
yilindan sonra enflasyonun yiikselmesiyle beraber finansal tablolarda bulunan bilgilerin, sirketin gergek
degerini belirlemede 2000 yilindan beri hi¢ goriilmedigi kadar yetersiz kaldig1 gézlemlenmistir. Ayrica,
enflasyon muhasebesi, sartlarin olusup olusmadigina bakilmaksizin, 2023 yili i¢in tekrar uygulanacak-
tir. 2023 yil1 igin bu alanda yapilacak olan ¢aligmalarda, enflasyona gore diizeltilmis muhasebe degerleri

ile diizeltilmemis muhasebe degerlerinin karsilastirilmasi, literatiire nemli katki saglayacaktir.

1. INTRODUCTION

In the accounting discipline, the appropriate asset and liability measurement concept is still a
contentious issue (Frank, 2019). The origin of this controversial discussion goes back to the 1960s and
1970s when there was a discussion about the implementation of inflation accounting (Whittington,
2008). Nonetheless, both FASB and IASB require to use of fair value accounting for monetary assets
and liabilities to provide more reliable and useful information with regard to decision usefulness (Gassen
& Schwedler, 2010; Kieso et al., 2019). In this manner, both FASB and IASB consider presentation of
fair values be an objective of financial reporting (Hitz, 2007). According to the Conceptual Framework,
the usefulness is enhanced if the provided information represents true and reliable information and if it
can be compared with financial information of previous years (IASB, 2018). The high inflation rate,
however, makes it difficult to compare financial information over time. In this way, IAS 29 requires the
restatement of financial statements in accordance with the relevant price index to reflect companies' real
financial situation when a firm's functional currency is that of a hyperinflationary economy (IASB,
1989). The IAS 29 defines five characteristics of hyperinflation and identifies countries with

hyperinflation if they have those characteristics:

a) The general public chooses to hold their money in nonmonetary assets or in reasonably stable
foreign currencies. Amounts retained in local currency are promptly invested to preserve purchasing

power.

b) In the general public's eyes prices are not quoted in terms of local currency, but rather in terms of

a foreign stable currency.

c¢) Short-term credit sales and purchases take place at prices which compensate for the loss of

purchasing power.
d) Salary, wages, and prices change in relation to the price index.

e) Cumulative inflation rate over three years approaches, or exceeds, 100%.
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Turkey, as an emerging economy, has the second highest inflation rate (% 57.7) following Argentina
among G-20 countries as of January 2023 (OECD, 2023). Turkish economy has been plagued by high
inflation rates for a considerable period. Although the governments attempted to reduce high inflation,
they were not successful in maintaining a stable and low inflation rate for many years. Governments
delayed stable economic policies to prevent low tax earnings for the State since low inflation would
reduce tax expense reported by companies. Turkey has experienced high inflation from 1950 to the
2000s. In order to eliminate the devastating impact of high inflation on the financial statements,
companies protect themselves by using LIFO (Last in first out) method for the cost of sales, diminishing
balance method for amortization, and allocating higher reserves (Gengoglu & Ertan, 2012). Companies
following Capital Markets Law were allowed to adjust their financial statements based on the inflation
rate at the end of 2003 (Karasioglu & Erdemir, 2005). Other companies that don’t follow the Capital
Markets Law and are governed by the Ministry of Finance are also allowed to adjust their financial
statements. Since this date, Turkish entities have been able to properly compare their financial
statements with those of foreign entities. Ministry of Finance accepted adjusted income as taxable
income in case the inflation rate of the three consecutive years exceeds or approaches %100 (Arsoy &

Gilicenme, 2009).

Although the inflation rate between 2004 and 2017 was more stable and lower than previous years,
it started to rise again after 2018 and continues to rise today. Studies have argued for the negative impact
of high inflation rates on financial reporting quality, and consequently on the investment decisions of
investors (Durak & Giirel, 2014; Higson et al., 2007; Leuz et al., 2003; Scholtens & Kang, 2013).
Inflation accounting mitigates the problem of over taxation and fictitious profits while providing fair

value information (Arzova & Sahin, 2022).

As fair value measurements provide timely and relevant information to analysts, they may also
impact their information environment positively. This allows analysts to relate earnings expectations to
overall movements in other variables (e.g. macroeconomic variables) that affect asset performance and
pricing. This enhances their ability to make accurate predictions, as well as increasing the consistency
of forecasts (Ayres et al., 2017). In this respect fair-value information is believed to provide valuable

information to analysts in terms of forecasting earnings (Magnan et al., 2015).

This study's main objective is to explain the interaction between decision usefulness and the
phenomenon of inflation accounting and to explain how it influences earnings forecasts and stock prices.
This paper aims to contribute to the growing body of literature by examining topics that are currently
being discussed. It also illustrates the application of inflation accounting which has been suspended for

many years.
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The study is organized as follows: the second section is devoted to decision usefulness and the third
section deals with the inflation dynamics and its history in Turkey. Following this, the fourth section
explains the application and implementation of inflation accounting. Moving forward, the fifth section
reviews relevant prior research and presents hypothesis development. The sixth section explains the
research design and methodology and the last section discusses the findings and includes the closing

remarks.

2. DECISION USEFULNESS

The decision usefulness theory was formulated in the mid-1950s in accounting. This theory is based
on the usefulness of information obtained from financial statements. The theory took on a real meaning
with the publications of the International Accounting Standards Board in 1973 and the Accounting
Standards Committee in 1975 (Berry & Robertson, 2006). The conceptual framework defines
information as useful when it meets the relevance and reliability criteria. Relevance refers to the
influence the financial statement measure has on a user's decision, whereas reliability refers to the
measure's ability to represent what it is designed to represent. In order to evaluate the usefulness of

decisions, a measurement and information perspective is essential.

The measurement perspective embodies the traditional view of information. The basic information
required by investors should be reported truthfully from this perspective (Hitz, 2007). Overall, this
perspective measures its usefulness by evaluating how accurately a financial statement captures the true
financial situation of an entity (Barth, 2000). According to this perspective, fair value measurement
depicts an entity’s financial status and represents decision useful information properly only in a utopian
world. The reality is that in the real world there are some deficiencies, and these deficiencies are also
part of the financial reporting process. When the market is illiquid, fair value is viewed as a measurement
of procyclicality and contagion. During the financial crisis, illiquid markets did not reflect future returns,
but merely the cash available to the investor. From the perspective of measurement, fair value
measurement does not seem to be very useful. Thus, the value in use is more appropriate from this

perspective.

On the other hand, the information perspective has a broader view. In this perspective, useful
information is regarded as a signal that converts a priori expectations into insights, thereby enhancing
better judgment and revision. Using this perspective, the information provided to investors is critical for
influencing the decisions of the investors. It is therefore relevant to consider how fair value information
influences investors' decisions (Hitz, 2007). The literature survey conducted by Sapkauskiene &
Orlovskij (2017) has revealed that in terms of providing useful information to investors, fair value

accounting is considered a superior method, although it has some limitations. On the other hand,
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historical costs can be easily verified and are less subjective, which is why they have been used in
bookkeeping for centuries. Accounting conservatism prevents assets from being written up when the
market value of the asset increases. In contrast, a decline in market value is not treated the same way
and, instead, is written down. Therefore, historical cost accounting is more protective than fair value
accounting (Wang, 2012). In addition, historical cost accounting allows for the determination of the

carrying value of items in financial statements.

As stated before, fair value accounting reports assets and liabilities based on their current market
value. As a result, it reflects the firm's true and relevant financial position. Whenever the market
fluctuates, stakeholders are better informed about the financial statements of an entity. Creditors and
stakeholders can use updated information to learn more about the firm's prevalent risks and can take
more effective action. However, the use of fair value measurement results in increased subjectivity. In
this manner, FASB has developed a hierarchy of fair value measurements. Fair value accounting consists
of three different hierarchical tiers. Level 1 includes adjusted prices for identical assets and liabilities in
the active market at the measurement date. Level 2 includes assets and liabilities that are not included
in Level 1 and observed either directly or indirectly. Inputs of Level 3 are not observable and are used
when observable data is unavailable. For instance, the mortgage assets of a subprime ledger are not

easily evaluable because the market is no longer active (Kieso et al., 2019).

Fair value accounting advocates believe that it reflects the company's current status and provides
more useful information (Laux, 2012; Adwan et al., 2020). Fair value is defined as "the price that would
be received to sell an asset, or paid to transfer a liability, in an orderly transaction between market
participants at the measurement date" (IASB, 2018, par. 6.12). As per IASB, fair value should provide
information on future cash flow, which can serve as a decision aid (Whittington, 2008). It is believed
that investors make less favourable financial decisions when they are provided solely with historical
cost information. Therefore, fair value information is believed to improve investors’ asset allocation

decisions as well as their stewardship judgments (Anderson et al., 2015).

As a result, fair value has been associated with decision usefulness by many scholars. However, fair
value is insufficient to provide a comprehensive analysis of the company. As part of the stewardship
oriented perspective, historical costs should be integrated with fair value (Whittington, 2008; Palea,
2014; Anderson et al., 2015; Andrejcik et al., 2021). The study conducted by Anderson et al.(2015)
demonstrate that the fair values presented on the face of the financial statements and the historical costs

in the footnote created better stewardship judgement than vice versa.

The stewardship theory relies on the statements of Donaldson (1990) and Donaldson & Davis (1991)
in the academic literature. It provides a sociological and psychological explanation of the organization

of corporate administration. Since stewardship is defined as accountability to investors it has an equal
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ranking with decision usefulness (Whittington, 2008). Stewardship theory calls for getting timely

information about the financial performance of a company.

Moreover, it has been argued that the fair value method also reduces the agency costs that arise
between shareholders and managers as a result of their asymmetric information possession (Barlev &
Haddad, 2003). In agency theory, both fair value accounting and historical cost accounting are evaluated
according to whether they isolate managers' benefits and support investors. As a result, the usefulness
of the information should be assessed according to its informativeness about the manager's contribution

or value-added to the firm (Anderson et al., 2015).

3. INFLATION DYNAMICS IN TURKEY

Inflation means swelling or expansion as a word derived from Latin (Karapmar & Eflatun, 2022).
Inflation is defined as a general increase in prices of products and services in a market (Aydogan, 2004;
Ayvaz Giiven & Ayvaz, 2018; Kibritgioglu, 2002; Varol, 2022). The Turkish economy is seen as an
exemplary laboratory for the study of inflation dynamics. In contrast to other developed countries, the
inflation rate in Turkey is highly volatile (Kantur & Ozcan, 2022). Due to frequent Turkish lira
devaluations in the 1970s and two major oil crises in 1973 and 1978, Turkey experienced high inflation
rates. However, there was a sharp acceleration of inflation in the 1980s, which has continued to this day
(Kibritgioglu, 2002). The reason for the high inflation during this period can be attributed to an increase
in the money supply caused by wrong economic policies. In addition, the increase in public sector
deficits, and the continuous increase in domestic and foreign interest debt led to high inflation. The
government of the period signed an agreement with International Monetary Fund (IMF) to implement
significant changes in the economy by securing the support of foreign capital. In 1994, Turkey
experienced the highest inflation rate. The high inflation rate on this date can be attributed to Turkey's
monetary growth and inefficient taxation policy. This means that taxes could not be raised to a level to
cover government expenditures (Aydogan, 2004). Turkish inflation was very high in the 1990s and was
reduced by solid and successful economic policies in early 2000s. The implemented disinflation
program was prepared under the supervision and consultancy of the IMF in 1999. In this program, the
goal was to reduce inflation to a predetermined level, 10% for wholesale prices and 12% for consumer
prices. Moreover, the primary balance of the public sector was supposed to increase from a deficit of
2.8 percent to +3.07 percent of Gross National Product (GNP). The sources used to generate this
percentage increase are income taxes, indirect taxes and value added taxes. Apart from the privatization
process, taxes in general constitute a major part of monetary sources (Yeldan, 2001). Following this,
inflation soured again during the economic crisis in 2001. The Law of the Central Bank of the Republic

of Turkey guaranteed its formal independence and prevented state owned enterprises from being directly
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liable. Therefore, the Central Bank aimed to keep inflation low and maintain price stability. In 2004, the
inflation rate fell to single digits. Following the global crisis in 2008, excessive volatility and capital
flows in emerging markets were triggered by the expansionary monetary policies of the Federal Reserve
(Fed). The reason for the increase in capital flows was the economic downturn in developed countries
(Bilici & Cekin, 2020). In 2017 the inflation rate reached double digits again (Kantur & Ozcan, 2022).
Inflation in Turkey was negatively affected by the novel Corona virus that emerged in Wuhan province
at the end 02019 (TURMOB, 2020). After the military intervention launched by Russia against Ukraine
at the beginning of 2022, the global economy, which is trying to recover from the effects of the
pandemic, has again entered a difficult period (Bakan, 2022). Turkey had the second highest inflation
rates as of 2022 and it had the second highest inflation rate among G-20 countries as of January 2023
(OECD, 2023). The Producer Price Index (PPI) in Turkey between 1990-2022 is presented in Table 1.

Table 1. Annual Inflation Rates (PPI) in Turkey
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Developing countries are particularly affected by inflation, as are nations that are vulnerable to its
negative effects (Yilmazkuday, 2022). Numerous research articles have documented the negative impact
of inflation on economic growth and high tax rates (Faria & Carneiro, 2001; Sweidan, 2004; Erbaykal

& Okuyan, 2008; Seleteng et al., 2013).

However, the impact of inflation is not limited solely to negative economic growth or high tax rates.
The high rate of inflation also affects the financial statements of a company that inform stakeholders
through accounting numbers. By the end of the fiscal year, data generated on the date of transaction will
have no meaning, due to dramatic changes in the purchasing power of the currency. Therefore, the

financial statements should be recalculated to reflect the changing purchasing power of the currency.

In terms of balance sheet items, the impact of inflation can be classified into two different groups of

assets and liabilities, namely monetary and non-monetary items. As a result of inflation, monetary items
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such as cash, marketable securities, accounts receivable and payable lose value. The nominal values of
monetary items remain unchanged while their fair values change with inflation. In contrast, non-
monetary items such as fixed assets, copyright, and goodwill will protect their real values and move in

line with inflationary changes (Varol, 2022).

The income statement, which depicts the company’s sales, costs of sales, other expenses and
consequently profit or loss, is also vulnerable to inflation. Over time, the importance of the income
statement increased, and it became an essential tool for communicating with stakeholders through
numbers. Though all items listed in income statements are non-monetary items, they are also subject to
high rates of inflation. Sales are recorded at current value while sales related costs are recorded at
historical cost (Altinisik, 2019). The depreciation amount of an asset is recorded less than its actual
value in the event of hyperinflation. This situation occurs due to the enormous difference between the
purchasing price and the current value of assets. Further, this results in a higher level of income (known
as fictitious profits) and, accordingly, a high rate of tax and dividend payments. Additionally, a fictitious
profit is the result of the difference between the current value of the product or service and the prepaid
expenses associated with it. The liability portion of bonds or notes payable may also differ from their
real values in a hyperinflationary environment. Recording the historical costs of these liabilities and
paying them at fair value could potentially result in cost savings for firms. Additionally, when these
debts are settled at their recorded value, it has the potential to positively impact the company's equity.
The company’s equity which consists of retained earnings, common stocks and preferred shares, is also
affected by inflation. Equity held in non-monetary items will increase in value during an inflationary
period, whereas equity mostly invested in monetary items will diminish in value during an inflationary

period (Oncel, 1995).

4. INFLATION ACCOUNTING

Inflation accounting became mandatory between 2001 and 2004 in Turkey (Yiicel, 2023). Initially,
it was adopted by the Banking Regulation and Supervision Agency for financial entities, followed by
the Capital Markets Board, for BIST (Borsa Istanbul) firms in 2003 and 2004. Eventually, it was
incorporated into the Tax Procedure Law regulations in 2004. Several studies have documented the
significant impact of inflation on key financial ratios that are calculated to evaluate the companies’
performance and facilitate comparisons with one another (see Ozkan, 2005; Patjoshi, 2020; Kantar et
al., 2021). Studies have shown that inflation has a significant impact on financial statements and the
information provided. Inflation accounting is considered an efficient tool to decrease the impact of
inflation on financial statements and to prevent over taxation. In light of the partial regulations (i.e.,

LIFO, renewal fund, accelerated depreciation methods, revaluation, and indexation in investment
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allowance) not being sufficient to eliminate the impact of inflation, the Ministry of Finance enacted Law
No. 5024. This law regulates the inflation adjustment to financial statements. Inflation adjustment is
subject to certain conditions according to law No. 5024. According to this law, the cumulative inflation
rates of the previous three years should be above 100% and at least 10% for the current year. In case
neither of these conditions exist, inflation accounting cannot be applied (Altimisik, 2019). The
application process begins with non-monetary items that are multiplied by the inflation adjustment rate.
The adjustment rate is determined by the Turkish Statistical Institute as the Wholesale Price Index. The
inflation differences account and inflation adjustment account are used to record the recalculated
financial amounts of non-monetary items in the financial statements. While the first account is used to
record the difference in the non-monetary items before and after the inflation adjustment the latter
account is regarded as an adjustment account to correspond to the inflation differences account and it
will be offset through transferring it to the income statement (Arsoy & Gucenme, 2009). A company
cannot opt out of this method; rather, they must implement inflation adjustment when the predetermined
conditions are met. As of December 2021, the three consecutive year inflation rate has reached 113%,
and the current annual inflation rate has reached 80%. Though these predetermined conditions existed
by the end of 2021, inflation accounting was not implemented. An interim article of the TPL prevented
companies from adopting inflation accounting in 2021, 2022. Further it was stated that regardless of the
conditions that are required to implement inflation accounting, it will be implemented at the end of the

year 2023.

As a result, inflation accounting cannot be implemented for the years 2021 and 2022 but only for
2023 (https://www.resmigazete.gov.tr/eskiler/2022/01/20220129-9.htm, 2022). The companies not
subject to TPL have also been deprived of the opportunity to implement inflation accounting. According
to the announcement made by the KGK in January 2022, companies subject to International Financial
Reporting Standards (IFRS), rather than TPL are obliged to follow the regulations and rules of the KGK.
Furthermore, these companies are not allowed to use inflation accounting. Turkish Statistical Institute,
however, considers the consumer price index as a general price level index that reflects changes in
purchasing power. The cumulative consumer price index for three consecutive years, is 74,41%, as of
2021. In this respect, the businesses that apply IFRS do not need to make any adjustments in their
financial statements for 2021 within the scope of IAS 29. However, the standard does not provide a

precise ratio for determining whether hyperinflation exists.

The phenomenon of inflation accounting has brought heated debate in the press and media nowadays.
The president of Bursa Commodity Exchange asked for urgent application of inflation accounting in the
year 2022. The objective is to minimize the damaging effect of inflation on businesses in order to
maintain  production and investments (www.bursa.com/haber/bursa-is-dunyasindan-ekonomi-

yonetimine-quot-enflasyon-muhasebesi-quot-cagrisi-530794.html, 2022). The president of Union of
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Chambers and Commodity Exchanges of Turkey has also called for the implementation of inflation
accounting. He mentioned that inflation accounting is now a mandatory requirement in Turkey. In this
context, it is expected that the necessary steps will be taken. In previous months, the president of the
Ankara Chamber of Industry also said that high inflation melts profits and capital, and thus it can cause
serious damage to companies. The chairman of Ankara Chamber of Commerce, who visited the Treasury
and Finance Minister in August, said, that inflation accounting has become a necessity for businesses.
Moreover, the chief financial officer of Sabanci Holding, one of the biggest industrial and financial
conglomerates in Turkey, said in an official speech that they are preparing their companies for the use
of inflation accounting (https://www.bloomberght.com/sabanci-da-enflasyon-muhasebesine-gecis-

hazirligi-2312812, 2022).

As aresult, inflation accounting was implemented only for the financial statements of 2003 and 2004
and since then it hasn't been applied (Kargin, 2013). There are three different methods of inflation
methods of adjusting the financial statement accounts for inflation; namely, General Price Level
Accounting method, Current Cost Accounting method and General Price-Current Cost Accounting
(Mixed Method). An illustration of an inflation adjustment example can be found in Appendix A.
However, it should be noted that this study focuses on the implications and effects of inflation
accounting in financial reporting and does not address the detailed calculation methodology of inflation

accounting.
4.1. General Price Level Accounting Method

The purpose of this method is to ameliorate the impact of price changes on financial statements. This
method is utilized to adjust the financial statements according to the purchasing power of the currency
at the time of adjustment. The financial statements should be adjusted to accurately disclose financial
information. So, the gain and loss arising from holding monetary items as well as liabilities should be
included in the financial statements. This method uses either the Wholesale Price Index (WPI), the
General Consumer Price Index (CPI), or the national income deflator to approximate historical values
to current values. Profit or loss is determined after all costs and revenues are expressed with the same
purchasing power. The benefit of this method is to be able to compare useful information over time.
This is to protect the purchasing power of capital, and to ensure that inflation gains are reflected in the
financial statements. The items on the balance sheet are classified as monetary and non-monetary items
under this method. However, only non-monetary items are adjusted since monetary receivables and
other monetary items already reflect the real purchasing power in an inflationary environment.
Furthermore, the loss arises from holding monetary items and the gain arises from monetary liabilities
during an inflationary period, recorded as income or loss on the income statement (Altinisik, 2019). This

model has some limitations since it hinders the comparison of the company’s old financial statements
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with the current period financial statements. Moreover, the financial statements are adjusted with price
indices derived from the business and its activities. Despite the fact that it is not necessary to show the
historical values of the items in the financial statements, it may be done in conjunction with their current

values (Karapinar & Eflatun, 2022).
4.2. Current Cost Accounting Method

This method involves the evaluation of financial statements based on current cost instead of historical
cost. As part of this method, the business should include capital costs incurred during the process of
asset repurchases. Unlike the general price level accounting method this method considers the cost of
each item depending on their specific price changes. This method assumes that each item in the balance
sheet is affected differently by price changes, since each item is not affected by inflation at the same
rate. These companies specialize in a particular type of product in general. Therefore, the price increase
is different for each product and for each company. With this method, the real performance of the

company is reflected without regard to any monetary losses or gains (Karapinar & Eflatun, 2022).

To apply the current cost accounting method properly it is essential to identify the adjustment rate
correctly. In this manner, the special price indices announced by the official institutes, the indices
developed based on the entity's own experience, or the valuation made by experts can all be utilized to
calculate the correct rate. However, these rates are determined differently by each company and cannot
offer a useful solution since a comparison is not possible between the entities. Although this method
provides more realistic financial information compared to general price level accounting, it is more

difficult to audit and apply it (Altinisik, 2019).
4.3. General Price-Current Cost Accounting Method

The main purpose of the mixed method is to utilize both the general price level accounting method
and current cost accounting method together. This will enable the companies to benefit from both of
these methods. In this sense, it is believed that the mixed method provides more useful and reliable
information. However, the application of this method is difficult and it entails the disadvantages of both
methods and thus, this method has not been put in practice and advocated by any institutions or

organization (Karapinar & Eflatun, 2022).

5. PRIOR RESEARCH AND HYPOTHESES

To measure the informativeness of the financial statements various methods are available in the
literature. In this way many studies used earnings management, earnings volatility, analysts’ forecast

errors, value relevance of earnings, etc. These methods are used to compare financial statements'
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informativeness under diverse economic cycles or under different reporting standards (i.e., different

reporting requirements).

A company's financial statements serve the purpose of providing a true and fair picture of its
operations and financial position. In the absence of any relationship between firm value and numbers in
the financial statements, such statements are not relevant. If financial statements lose their relevance no
one will be interested in them. Therefore, the investigation of firms accounting information is a direct

check of the reliability and validity of financial statements (Pathirawasam, 2013).

Inflation adjusted accounting information and historical cost amounts have been largely
benchmarked in the literature in terms of providing value relevant information. In many studies, it has
been documented that inflation diminishes the value of relevant accounting information and inflation
accounting adjustment prevents this reduction of useful information. In this sense, Barviv (1999)
investigates the usefulness of accounting information during high inflationary periods in Israel. The
study concludes that the adjusted financial statements are more value relevant than non-adjusted ones.
To build on this Bublitz et al. (1985) document incremental explanatory power of inflation adjusted
accounting information. Further a study conducted by Hughes et al. (2004) shows that inflation adjusted
book values are more value relevant than information based on historical cost. In a similar vein, Ashton
et al. (2011) numerically explore the value relevance of accounting information under inflationary
conditions. They find that inflation adjusted book values are more value relevant than historical cost
ones. Davis-Friday & Rivera (2000) investigate the same relationship for Mexican firms. They find that
both inflation accounting adjustments and accounting information based on U.S. GAAP are value
relevant. Furthermore, Konchitchki (2013a) benchmark both inflation adjusted and non-adjusted
accounting information to examine their association with U.S. stock values. The study shows that
inflation adjusted book value is more value relevant. Another study conducted by Konchitchki (2013b)
investigates the same relation and concluded that investors who don’t possess inflation adjusted
information are more exposed to abnormal returns. Anandarajan et al. (2006) and Adwan et al., (2020)
which used 3761 firm years observations between 1992 and 2001 for BIST-listed companies and a
sample of European listed financial companies between 2005-2011 reach similar conclusions. They
argue that value relevance of earnings has declined over time with rising inflation. In contrast, book
value has remained relevant to reflect companies' value over time. In the context of recent events such
as the COVID-19 pandemic that led to high inflation rates all over the world, similar patterns of
declining earnings relevance can be observed. Similarly, Belesis et al (2022) uses a sample of European
companies for the period 2010-2020 to explore the value relevance of accounting information. They
reveal that during the COVID-19 period earnings lost its relevance to the market while book value

remained relevant. To strengthen this standpoint Liu & Sun (2022) examine the value relevance of
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accounting information for the US companies during and before the COVID-19 period. They show that
earning lost its relevance during COVID-19 period.

Transitioning to the Turkish context, several studies reveal the negative impact of economic
downturns on the value relevance of earning as noted by (Ertugrul, 2020). For example, Tiirel (2009)
examine the value relevance of earnings, considering 2001-2005 and 2005-2006 as two different time
periods to be compared. From the first to the second period, value relevance of earnings turned from
negative to positive, while value relevance of book values declined. In a parallel vein, Kargin (2013)
investigates the value relevance of accounting information during 1998-2007. The study shows that the
importance of book value declined over 2001-2004 and it started to improve after 2005 while the value
relevance of earnings stayed non-significant through the 2001-2006 period. Similar results are obtained
by Bilgic and Ibis (2013). They report a decline in earnings’ value relevance and an increase in book
values’ relevance after 2005. Considering the Global Financial Crisis experienced in 2008, Dingergok
(2013) explores the value relevance of earnings for BIST companies over 2003-2009 and concludes that
the financial crisis has a detrimental impact on the value relevance of earnings. Another study conducted
by Ozkan & Kaytmaz Balsari (2010) documents that the financial crisis experienced in 1994 in Turkey
decreased the value relevance of earnings and improved the value relevance of book value of equity,
whereas due to the different nature of the crisis, the one experienced in Turkey in 2001 decreased the
value relevance of earnings and did not impact the book value of equity. Furthermore, a recent study
conducted by Bilgic et al.(2018) shows that value relevance shifts from earnings to book values after
the adoption of International Financial Reporting Standards (IFRS) in 2005. Additionally, the global

financial crisis in 2008 and 2009 has diminished earnings and book value relevance.

Other studies have found that combining inflation adjusted accounting data with historical costs
provides a more comprehensive insight during inflationary periods. Kirkulak & Balsari (2009)
investigated the value relevance of inflation adjusted and non-adjusted financial statements of Turkish
firms for 2003. They find that providing both inflation adjusted and historical cost amounts together is
more value relevant. Similar results are obtained by Filip & Raffournier (2010). They examine the value
relevance of financial statements of Romanian firms during the period 1998-2004. They document that
inflation adjusted financial statements should be reported as supplementary information, instead of
supplanting historical cost information. Consistent with these studies Chamisa et al. (2018) explore the
same issue in Zimbabwe under hyperinflationary conditions. They compare inflation adjusted financial
statements with historical costs for the period 2000-2005. As they noted, these two sets of amounts
provide equivalent values and offer additional information beyond what is provided by the other. To test
the relevance of accounting information to stock prices, the pricing model developed by Ohlson (1995)
is utilized in this study. This model is used in the literature especially to compare financial statements

under different reporting requirements or conditions (Wang et al., 2020; Busari & Bagudo, 2021;
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McGregor, 2022). In line with this model, book value per share and earnings per share reported in

financial statements are regressed against the stock prices of the companies.

It has been shown in most studies that financial statements lose value during periods of high inflation

and need inflation adjusted statements. Thus, the first hypothesis can be expressed as follows;
H;: High rates of inflation decrease the reliability of accounting information.

Our second hypothesis involves the measurement of earnings volatility that can be defined as a
measure of the level of uncertainty or variability in a company's profits, indicating the degree of business
risk it faces (Fiechter, 2011). Additionally, higher earnings volatility associated with uncertainty,
discourages investors from investing in such companies (Ozcan, 2022). A study conducted by Basu et
al. (2010) investigate how analysts consider inflation risk when forecasting earnings. They find that
analysts don’t take inflation risk into account which leads to incorrect earnings forecasts. Consequently,
they argue that inflation exposure can affect earnings volatility and forecasts. According to the author's
understanding, despite the fact that no study has examined the impact of inflation on earnings volatility
or compared earnings volatility based on historical cost versus inflation adjusted values, many studies
have indicated that inflation increases stock volatility (see Aggarwal et al., 1999; Yaya & Shittu, 2010;
Aliyu, 2012; Hatipoglu, 2016; Kili¢ & Dilber, 2017). Further, several studies employed earnings
volatility to compare financial statements under different reporting requirements or conditions or to
assess earnings predictability (Jermakowicz et al., 2007; Dichev & Tang, 2009; Frankel & Litov, 2009;
Ballas et al., 2010; Iatridis, 2010; Ozcan, 2022). Following the literature, the standard deviation of return
on assets (ROA) ) based on the accounting information is calculated to determine earnings volatility as
an indicator of decision usefulness based on the accounting information. Earnings volatility for firm i
in year t is computed as the standard deviation of ROA for the four quarters of a given year. Investors
and analysts are believed to make less effective financial decisions when inflation rates are high. As a

result, the following hypothesis was developed;

H;: High rates of inflation increase earnings volatility.

6. RESEARCH DESIGN
6.1. Data and Methodology

This study uses data consisting of 388 non-financial companies listed in BIST during the period 2000
and 2022. The data used in this study was obtained from the Refinitv-Eikon database. The initial sample
of 388 non-financial companies is reduced to 155 due to missing data for some companies. Since
inflation accounting was adopted only for a limited time period in Turkey both annually and the quarterly

data are used. In order to investigate the impact of inflation accounting on financial statements properly
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the longest possible period was chosen. When retrieving the data from the Refinitiv-Eikon database, the
data for 2022 was incomplete for many firms and thus, the final year of the dataset has gaps. The number
of observations in 2022 consist of 21 companies. All data used in this study consists of 13724 firm-

quarter and 3431 firm-year observations.

In this study it is aimed to investigate the impact of inflation accounting on the decision usefulness
of accounting numbers. First, to test the impact of inflation and the mitigating power of inflation
accounting on decision usefulness, value relevance of earnings is measured and compared in periods
when inflation accounting is used and when it is not used. Second, earnings volatility is used to evaluate
the forecast accuracy of financial statements from investors' and analysts' perspectives. The variables

utilized in this study are provided below in Table 2.

Table 2. Variables Employed

Variable Name Description Abbreviation
Return on Assets Profitability ratio (Net income divided by Total Assets) ROA.t

Return on Equity Profitability ratio (Net income divided by Total Equity) ROEi
Earnings Volatility Standard deviation of return on assets. -

Stock Price Closing price of the stock on earnings announcement day | SPi

Book value per share Shareholders’ equity divided by total shares outstanding BVPSit
Earnings per share Net income divided by total shares outstanding EPSit

6.1.1. Value Relevance of Earnings

To test hypothesis Hi, the pricing model developed by Ohlson (1995) is utilized and the results are
shown in Table 3 below. The model employed is SP;=ao+1 BVPS;+ B> EPSit+ €

Where, SP represents stock price of firm i in year ¢, BVPS is book value per share for firm i in year

t EPS is earnings per share for firm 7 in year ¢ and ¢ is the error term respectively.
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Table 3. Pricing Model Across Years (Dependent Variable: Stock Price)

SPi=a0+p1 BVPSit+ B2 EPSitt &it
Years | Bi p B2 p R? F-stat p
2000 4.211 0.023** 3.1301 0.006*** 0.5468 36.64 0.000%***
2001 5.285 0.011** .1492 0.013** 0.5422 16.25 0.00] ***
2002 5.294 0.014** -.494 0.567 0.1643 3.54 0.039**
2003 1.667 0.037** 1.120 0.011** 0.4773 21.00 0.000%***
2004 .623 0.005*** 3.332 0.083* 0.5897 35.22 0.000%***
2005 .610 0.003*** 3.693 0.058* 0.5903 206.66 0.000%***
2006 .614 0.034** .6818 0.559 0.8213 119.51 0.000***
2007 121 0.041** 4623 0.063* 0.3260 14.99 0.000%***
2008 716 0.000%*** .5034 0.615 0.5412 27.13 0.000%***
2009 1.377 0.000%*** 1.747 0.331 0.5107 29.23 0.000%***
2010 7186 0.000%*** 1.842 0.005*** 0.5361 47.38 0.000%***
2011 1.061 0.002%*** 1.829 0.026** 0.4818 30.48 0.000%***
2012 4523 0.049** 5.196 0.000%*** 0.3805 29.48 0.000%***
2013 1.257 0.010** 4.558 0.003*** 0.6529 78.08 0.000%***
2014 1.237 0.012** 4.337 0.000%*** 0.4598 42.56 0.000%***
2015 .5806 0.00] *** 2.358 0.000%*** 0.7899 85.61 0.000%***
2016 .8338 0.000%*** 6.215 0.000%*** 0.7034 122.90 0.000%***
2017 2229 0.024** 3.604 0.000%*** 0.7940 221.63 0.000%***
2018 9445 0.000** 3.380 0.006*** 0.9519 102.54 0.000%***
2019 2638 0.855 14.270 0.000%*** 0.5762 101.97 0.000%***
2020 -1.102 0.728 11.511 0.123 0.0973 11.32 0.000%***
2021 10.274 0.000%** -2.5001 0.506 0.5460 25.87 0.000%***
2022 5.6165 0.000%*** -.33548 0.547 0.1254 21.17 0.000%***
Legend *p < 0.10; **p < 0.05; ***p < 0.01

As shown in Table 3, the value relevance of earnings started to decline following financial crisis
experienced in 2001 in Turkey. During 2003, both the value relevance of earnings and book value

improved as the inflation rate declined. In the years of 2004 and 2005, the continually decreasing

482



Seyfullah SELIMEFENDIGIL
Mubhasebe Bilim Diinyasi Dergisi 2023, 25(4), 465-497

inflation rates and the voluntary and compulsory implementation of IFRS in these years contributed to
improving the value relevance of earning. These results are consistent with the findings of other studies
conducted in Turkey (Tiirel, 2009; Suadiye, 2012). In 2006 the inflation rate reached double digits again
and this led to a decrease in the value relevance of earnings. In 2008 and 2009, the value relevance of
earnings and book values deteriorated due to the global financial crisis. This observed pattern
corroborates with the findings of (Bilgic et al., 2018). The global financial crisis slightly affected Turkish
economy compared to developed economies. Therefore, Turkey received excessive liquidity, leading to
a market boom especially after 2010 (Demir, 2019). Earnings and book value relevance remains high
from 2010 to 2017 since these time periods include neither local nor global crises that deflate the
informativeness of financial statements. In addition, there were no sharp increases in the inflation rate
during that time. Even though the inflation rate in 2018 increased sharply the relevance of book and
earnings values continues to be significant. With a sharp decline in inflation rate in 2019, the book value

lost its informativeness, whereas earnings remained relevant.

A global pandemic was witnessed in 2020 called COVID-19, which devastated both commodity and
equity markets (Ozdemir, 2020). In 2020 the annual inflation rate increased and due to the uncertainty,
BIST was negatively affected by the pandemic (Ilgin & Sari, 2020). During 2020, the informativeness
of both earnings and book value was decreased. In 2021 and 2022 annual inflation rates continued to
increase and consequently the value relevance of earnings remains insignificant, while that of book value
improved after 2020. As the inflation rate started to spike after 2018, accounting information lost its
significance to explain stock prices. Further, it should be noted that explanatory power of the model
represented by F statistics and R2 have begun to decrease after 2018. This is because earnings also lost
its relevance and usefulness for making decisions. Indeed, earnings per share doesn’t explain the changes
in stock price of a company since 2018. Therefore, earnings should not be used by investors or analysts
to predict a company's market value. In periods when inflation adjustment is used, equity explains a
company's value better than income. Investors' behaviour during turbulent times is thought to be the
cause of this. In comparison to future abnormal earnings, investors place more value on liquidations

derived from equity information (Adwan et al., 2020).
6.1.2. Earnings Volatility

To test hypothesis H,, the difference in means test (t-test) is applied to compare earnings volatility
in different time periods (whether inflation accounting conditions are satisfied or not). Thus, the
adoption of inflation accounting in 2003 and 2004 can be distinguished from the post-adoption and pre-
adoption periods. For comparison purposes, three different time periods are chosen since inflation
accounting was only adopted by non-financial firms in 2003 and 2004 in Turkey. The first group, the
pre-adoption period, includes eight quarters from 2001 through 2002, the second group includes eight
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quarters from 2003 through 2004, and the third group covers eight quarters from 2005 through 2006.
Although, the conditions for inflation accounting were also satisfied in 2021 it was not adopted.
Therefore, the value of four quarters of year 2021 can also be compared with one year ahead and before
(i.e, 2020 and 2022). In Table 4 and 5, the mean value of earnings volatility for each year (standard
deviation of ROA across the four quarters) has been calculated after categorizing the relevant values
with the relevant timeline. The following tables demonstrate the differences in earnings volatility

between the years 2003-2004 and 2021 with respect to their related periods.

Table 4. Difference in Earnings Volatility between 2003-2004 and before and after 2003-2004
(measured by standard deviation of ROA)

pre-Inflation | Inflation Ac- | Inflation Ac- post-Inflation
Accounting counting counting Accounting
Period 2001- 2002 2003-2004 2003-2004 2005-2006
Number of observations | 1860 1860 1860 1860
Means .0476057 .036348 .036348 .0324655
Difference .0112577 .0038824
t-value 5.0153 2.2642
(p-value) 0.0000*** 0.0000***
Legend *p < 0.10; **p < 0.05; ***p < 0.01

Table 5. Difference in Earnings Volatility between 2021 and before and after 2021
(measured by standard deviation of ROA)

Period 2020 2021 2021 2022
Number of observations 930 930 84 84
Means .0218386 .0442861 .0693302 1191881
Difference .0224475 .0498579

t-value 10.3412 2.8439

(p-value) 0.0000*** 0.0025***

Legend *p < 0.10; **p < 0.05; ***p < 0.01

As can be seen there is a significant difference between the average earnings volatility in the 2003-
2004 period and that of the next two years. Similarly, the years 2003-2004 is distinguishable from the
previous two years before inflation accounting was adopted. The value of earnings dispersed more in

those years on average when the inflation rate was higher. Accordingly, reported earnings in years before
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2003 are not able to provide useful information in the same way that they did after 2004. It should be
emphasized that inflation accounting started to be implemented in 2003. Before that, it was not
implemented despite the fact that the requirements were satisfied in the years 2001 and 2002. Further it
should be noted that both the cumulative inflation rate over three years and the inflation rate of the

current year for the years 2001 and 2002 are higher than for the years 2003 and 2004.

Even if the inflation accounting requirements were met in the year 2021 with the declaration of the
2021 inflation rate, inflation accounting will not be implemented until two years later. The earnings
volatility in year 2021 was compared to the volatility in year 2022 when the inflation rate was higher
than in 2021. In addition, volatility in 2021 was compared to volatility in 2020, when inflation rate was
lower than in 2021. According to the t test results, earnings volatility is higher in years when the inflation
rate is higher. Inflation is a source of volatility by its nature as noted by (Anandarajan et al., 2006). In
particular, the question of whether earnings based on cost-based accounting information are more or
less volatile than inflation adjusted accounting information remains an open empirical question.
According to FVA opponents, the recognition of fair value changes in income reduces the predictability
of earnings and diminishes their decision usefulness (Biondi, 2011; Lee, 2014; DeFond et al., 2020).
Further, it has been argued that FVA induces volatility (Ronen, 2012). On the other hand, Laux (2012)
argue that fair value is more value relevant than historical cost though it can be manipulated. Also,
Adwan et al. (2020) find that firms with fair value financial statements are less vulnerable to impact of
the financial crises. Contrary to these views other studies show that providing historical cost and fair
values shouldn’t be supplanted by each other rather they should be provided as supplemental information
since they complement each other (see Kirkulak & Balsari, 2009; Filip & Raffournier, 2010; Chamisa
et al., 2018).

For the purpose of assessing the robustness of earnings volatility based on accounting information,
the primary measure of profitability (i.e., ROA) is next replaced by an alternate measure, namely ROE.

Table 6 and 7 below demostrate the fndings in detail.
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Table 6. Difference in Earnings Volatility between 2003-2004 and before and after 2003-2004

Seyfullah SELIMEFENDIGIL

(measured by standard deviation of ROE)

pre-Inflation | Inflation Ac- | Inflation Ac- post-Inflation
Accounting counting counting Accounting
Period 2001- 2002 2003-2004 2003-2004 2005-2006
Number of observations | 1860 1860 1860 1860
Means 1295226 .0827793 .0827793 .068226
Difference .0467433 .0145533
t-value 4.2674 1.8717
(p-value) 0.0000%*** 0.0307**

Legend *p < 0.10; **p < 0.05; ***p < 0.01

Table 7. Difference in Earnings Volatility between 2021 and before and after 2021
(measured by standard deviation of ROE)

Period 2020 2021 2021 2022
Number of observations | 930 930 84 84
Means .0624189 1521073 1825204 .248006
Difference .0896885 .0654856

t-value 3.6306 1.5952

(p-value) 0.0000*** 0.0576*

Legend *p < 0.10; **p < 0.05; ***p < 0.01

After substitution, the sign and significiance level of the difference in earnings volatility between

related periods yield similiar results. Based on the standard deviations of ROE, similar results are

7. CONCLUSIONS

Accounting is a science that pertains to financial transactions and includes summarizing, analysing,
and reporting those transactions. To communicate with stakeholders, entities use financial statements.
For this reason, financial statements are expected to be meaningful, practical, reliable and truthful. Due
to market fluctuations, financial statements do not represent an entity's real status during an inflationary
period. If the impact of inflation is not mitigated, financial statements can mislead stakeholders and

provide inaccurate information about a company's financial health. There are many partial adjustment

obtained to those in Table 4 and 5.
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methods that can be implemented in order to minimize the impact of inflation on the financial
statements; however, these partial correction methods cannot guarantee a permanent solution. Turkey
implemented a complete solution for mitigating inflation impacts on financial statements through
inflation accounting at the end of 2003. Inflation accounting is designed to provide reliable, useful
information to taxpayers and to ensure that the tax is justified. Due to low inflation in the following
years, inflation accounting was suspended after 2004. Currently, inflation is on the rise, and inflation
accounting is at the top of the headlines. The phenomenon of inflation accounting is essential for Turkish
companies due to the issue of over taxation. Businesses are taxed on fictitious profits due to sharp
increases in costs. This has been well documented in the heated debate between politicians, businessmen
and other interested parties. In the current economic environment, inflation accounting is essential to
provide useful information to stakeholders and other interest groups. To provide useful information, a
company should have reliable numbers and truthful information in its financial statements. Under the
current conditions in Turkey, inflation accounting is believed to offer useful information and enhance

the reliability and relevance of financial items.

Based on stewardship theory, an accurate picture of a company's relative financial position can be
obtained by presenting both current and historical costs of financial items together. Consequently,
inflation accounting is consistent with this theory since financial items are approximated to their current
values, and historical values can be shown in the financial statements as incremental information. An
alternative approach to interpret this association is signaling theory. Outsiders' investment decisions are
influenced by the signals sent by the company, according to the signaling theory. It is possible that the
insiders send this information consciously or unconsciously to an outsider who lacks the information

but is seeking it (Connelly et al., 2011).

This study is subject to several limitations. First, the comparison between inflation-adjusted financial
statements and non-adjusted ones is challenging, as inflation accounting has been implemented for a
limited time period in Turkey. Although the conditions for inflation accounting adoption existed prior
to 2003, it did not become effective until then. The conditions for inflation accounting were satisfied in
2000, 2001, 2002, as well as 2003. Therefore, the comparison of earnings volatility for the year 2003
and its previous related period cannot be argued to provide a strong basis to distinguish the period when
inflation accounting was adopted and not adopted before 2003. As provided by the volatility test and
pricing model tests, net income is more volatile and does not reflect a company’s actual value and
misguide the interested groups in periods of high inflation. Therefore, the years when inflation
adjustments are required should be scrutinized. Inflation accounting will be implemented for the year
2023 again regardless of the conditions. Further studies can compare the adjusted and non-adjusted
usefulness of accounting information for the year 2023 as conducted using BIST listed companies for

the year 2003 by (Kirkulak & Balsari, 2009). Further studies are also recommended to explore the
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relationship between inflation accounting and decision usefulness based on other macroeconomic

variables, such as interest rate, export to gross domestic product ratio, exchange rate, etc.

In addition, academic literature contains empirical analyses of the quality of financial reporting.
Thus, some studies have shown that inflation accounting improves the quality of financial reporting (i.e.,
earnings quality) (see Higson et al., 2007; Scholtens & Kang, 2013; Kramarova, 2021). Despite this,
there are only a few studies that examine the relationship between the quality of financial reporting and
inflation accounting. As a result, further research could be conducted in order to analyze this relationship

for Turkish entities.

Using a long series of annually and quarterly accounting data from 2000 to 2022, it is documented
that financial information derived from financial statements deteriorates during high inflationary
periods. A key finding of this study is that accounting value relevance is contextual and volatile as well
as determined to some extent by exogenous economic factors. This study sheds light on the association
between inflation and the usefulness of information reported in financial statements. It also suggests
additional research areas to look into. These findings have implications for policymakers, practitioners,
and scholars. For the latter, this study acknowledges the potential for further investigation in this area.
While stewardship theory is used to explain these effects, new studies may also focus on signaling
theory. Researchers may be encouraged to expand and test these findings in other contexts and with

other data due to the limitations of the present study.
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Appendix A: An inflation adjustment example

Company A was established with 200,000 cash on 01.01.2023. In January Company A bought 20 unit
of property with 10,000-unit price and 16 of these goods sold at 20,000-unit price.

Balance sheet before adjustment 31.12.2023: Company A Balance Sheet

Cash and cash equivalents 320,000
Inventory 40,000

Total Assets 360,000
Capital 200,000
Pre-tax profit 160,000
Total liabilities 360,000

Company A Profit and Loss Statement for the year 2023:

Gross Sales 320,000
Cost of Sales (160,000)
Gross Sales Margin 160,000

The Wholesale Price Indexes:

December 2023 index 7,5

January 2023 index 5

Average index (7,5+ 5)/2 = 6,25

Adjustment coefficients:

January index adjustment coefficient 7,5/5 = 1.5
Average index adjustment coefficient 7,5/6,25=1.2
Adjusted figures:

Inventory 40,000 x 1.5= 60.000

Capital 200,000 x 1.5 =300.000

Sales 120,000 x 1.038 = 124.560

Costs of Sales 160,000 x 1.5=240.000

The Statement of Net Monetary Position Gain or Loss:
Adjusted figure of increase in net monetary items 320,000 x 1.2 = 384.000

Net monetary item at December, 31st, 2023 320.000

Net monetary position loss 64.000
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Company A 2023 Adjusted Income Statement:

Gross Sales 384.000
Cost of Sales (240.000)
Gross Sales Margin 144.000
Net monetary position loss (64.000)
Pre-tax profit 80.000
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BAGIMSIZ DENETIMiI TALEP EDEN HALKA ACIK OLMAYAN KOBI'LERIN
KARAKTERISTIK OZELLIKLERI: TURKIYE ORNEGI

0z

Zorunlu bagimsiz denetimin gerekliligi ve kapsami, fayda-maliyet degerlendirmeleri ile tartigilagelen bir
konudur. Talep eden firmalarin 6zellikleri de s6z konusu degerlendirmeler kapsaminda dikkate deger bir boyuttur.

Bu ¢alisma ile zorunlu bagimsiz denetim ve bagimsiz denetim talebi eksenindeki tartigsmalara Tiirkiye'den drnekle

katki saglamak amaglanmaktadir.

Calismada deneysel olmayan bir arastirma tasarimi kullanilmis olup, bagimsiz denetimi talep eden firmalarin
farklilagan ozellikleri ortaya konulmaya calisilmistir. Bagimsiz denetim talebi ile sirketlerin biiytikliikleri,
finansman iliskileri ve miilkiyet yapilari arasindaki iliski konusunda literatiirle paralel olarak destekleyici kanitlar
elde edilmistir. Ayrica bulgular, denetim talebi ile Ar-Ge yatirimlari, uluslararasilagma ve yasal diizene iligkin alg1

arasindaki ongoriilen iligkileri desteklemektedir.
Anahtar Kelimeler: Bagimsiz Denetim Talebi, Zorunlu Bagimsiz Denetim, Vekalet Teorisi

JEL Simiflandirmasi: M40, M42

GENISLETILMIiS OZET
AMAC VE MOTiVASYON

Bagimsiz denetim talebi konusu, farkl iilkelerde faaliyet gdsteren sirketler iizerinden arastirmaya
konu edilmis bir arastirma alani1 olarak literatiirde 6nemli bir yer bulmaktadir. Farkli iilkeler ifadesi ayn1
zamanda farkl yasal diizenler, farkli sosyal-kiiltiirel yapilar ve farkli kurumsal yaklagimlar1 da isaret
etmektedir. Biitlin bu farkliliklar, dogrudan veya dolayl bir sekilde tiim denetim pratigini ve bununla

birlikte bagimsiz denetim talebi olgusunu da sekillendirebilecek faktorlerdir.

Sirketlerin bagimsiz denetime olan taleplerini makro diizeyde sekillendirebilecek unsurlarin yani sira
mikro diizeyde etkileyebilecek olanlar da s6z konusudur. Bu nedenle ayni iilkede faaliyet gosteren ve
bagimsiz denetimi talep eden sirketlerin, etmeyen sirketlere gore farklilagan karakteristik 6zellikleri

arastirmaya deger goriilmektedir.

S6z konusu karakteristik 6zelliklerin ortaya ¢ikarilmasi ayni zamanda zorunlu bagimsiz denetimin
kapsami konusundaki tartismalara da énemli girdiler sunmaktadir. Ozellikle KOBI’lerde zorunlu
bagimsiz denetimin hem makro hem de mikro diizeyde ekonomik olup olmadigi diinya genelinde
tartigilagelen bir konudur. Ayrica tartismaya konu olan Halka Agik Olmayan KOBI (HK-KOBI)
niteligindeki sirketler, bir¢ok iilke ekonomisinde 6nemli yer tutmaktadir. Nitekim Tiirkiye’de de HK-
KOBI’ler toplam girisimlerin %98’ini olusturmaktadir.
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Bu caligmanin bagimsiz denetim talebi ve zorunlu bagimsiz denetim eksenlerindeki tartigmalar
baglaminda arastirmacilara, kanun koyuculara, denetgilere ve sirketlere fayda saglayacak bilgiler

sunmasi beklenmektedir.

Literatiirde farkli iilkelerde yiiriitiilmiis bagimsiz denetim talebi arastirmalar1 bulunmaktadir. Tiirkiye
baglaminda ise daha 6nce bagimsiz denetim talebini konu edinmis ¢aligmanin olmamasi bu ¢aligmanin
en 6nemli motivasyonudur. Bu nedenle bu ¢alisma ile bagimsiz denetim talebi literatiiriine Tiirkiye

ornegiyle katki sunmak amaglanmustir.
ARASTIRMA STRATEJiSi VE YONTEMI

Caligmada, elde edilen verilerin niteligi ve bu baglamda 6ne siirlilen hipotezler dogrultusunda,
korelasyonel / deneysel olmayan aragtirma tasarimina bagvurulmustur. Bu tasarimin 6ne ¢ikan yonii ise,
analiz edilen verilere herhangi bir miidahalenin s6z konusu olmamasidir. Diger bir ifadeyle, bu arasgtirma
tasariminda ilgili olgulara/degiskenlere iligkin veriler kendi dogal ortaminda gergeklesmis olup, daha

sonra aralarindaki iligki analizlere konu edilmektedir.

Caligma kapsaminda Diinya Bankasi’nin Girisim Arastirmasi (Enterprise Survey-ES) anketleriyle
toplanan verilere basvurulmugtur. S6z konusu veriler kullamilarak, ilgili teoriler ve literatiire

dayandirilan hipotezler istatistiksel analizler aracilifiyla test edilmistir.

Calismada gelistirilen hipotezlerin test edilmesi igin Spearman Korelasyon, Ki-Kare ve Lojistik

Regresyon analizlerine bagvurulmustur.
BULGULAR VE TARTISMA

Hem ¢alismanin metodolojisi agisindan hem de verilerin niteligine bagl olarak net bir nedensellik
cikarimi yapilamamaktadir. Bu durum ayni zamanda ¢aligmanin 6nemli bir kisitidir. Bununla birlikte
$0z konusu anlaml iligkiler, nedensellik iligkisinin de olabilecegine yonelik bir 6n bilgi olarak kabul
edilebilecektir. Diger bir ifadeyle, bagimsiz denetim talebini etkileme potansiyeli olan durumlar olarak
yorumlanabilecektir. Yahut bagimsiz denetimi talep eden sirketlerin karakteristik 6zellikleri seklinde
yorumlanmasit da uygun olacaktir. Bu baglamda desteklenen hipotezlere iligkin ¢ikarimlar asagidaki

sekillerde ifade edilebilecektir.
- Bagimsiz denetim talebi, gérece daha biiyiik 6lcekli sirketlerde daha ytiksektir.

- Bagimsiz denetim talebi en biiyiik ortagin nihai karar verici oldugu sirketlerde, olmayanlara gére

daha diisiiktir.
- Bagimsiz denetim talebi kredi bagvurusu olan girketlerde, olmayanlara gore daha yiiksektir.

- Bagimsiz denetim talebi acik kredi hakki olan girketlerde, olmayanlara gore daha yiiksektir.
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- Bagimsiz denetim talebi mahkemelik olmay1 sirket faaliyetlerine engel olarak goren sirketlerde,

gdrmeyen sirketlere gore daha ytiksektir.
- Bagimsiz denetim talebi Ar-Ge yatirimi olan sirketlerde, olmayan sirketlere gore daha ytiksektir.

- Bagimsiz denetim talebi uluslararasi faaliyetleri bulunan sirketlerde, bulunmayan sirketlere gore

daha yiiksektir.
SONUC VE ONERILER

Caligmada yiiriitillen analizlerden elde edilen sonuglar 6zetle ifade edilecek olursa; sirketlerin
biiyiikliikleri, sahiplik yapilari, finansman iliskileri, Ar-Ge yatirimlari, yasal diizene iliskin algilarn ve
uluslararasilagsma durumlar ile bagimsiz denetim talebi arasinda anlaml iliskiler olduguna iliskin

destekleyici kanitlar elde edilmistir.

Bu calisma dahil olmak {izere literatiirdeki bagimsiz denetim talebi ¢aligmalarinda nedensellik
iligkisinin kurulamamis olmasi, gelecek arastirmalarda dikkate alinmasi gereken bir arastirma boslugu
olarak 6ne ¢ikmaktadir. Bu baglamda gelecek arastirmalar deneysel veya yar1 deneysel tasarimlarla

nedensellik iligkileri ortaya koyarak alana 6énemli katkilar sunulabilecektir.

Caligmanin diger bir kisit1 da analizlerde ikincil veri kullanilmis olmaktan kaynaklanmaktadir.
Kullanilan verilerin elde edildigi ES-Tiirkiye-2013 (Diinya Bankas1), HK-KOBI’lerde bagimsiz denetim
talebi aragtirmasi i¢cin hem donem agisindan hem de lilke genelinden katilimcilar olmasindan dolay1,
degerli bir veri sunmaktadir. Ancak, gelistirilen hipotezler, literatiire ve teorilere bagh kalinarak 6ne

stirlilmiis olsa da ES-Tiirkiye-2013’te bulunan verilerle sinirl kalinmistir.

Gelecek arastirmalar birincil kaynaklardan yararlanarak yeni boyutlarin da bagimsiz denetim
talebiyle iliskisini arastirabilecektir. Bu baglamda sirketlerin sahiplik yapilarina iliskin farkli boyutlar,
yoneticilerin ve sirket sahiplerinin demografik 6zellikleri, miisteriler, kreditorler veya tedarikgilerle olan
iligkiler bagimsiz denetim talebi arastirmalarinda degerlendirilebilecek niteliktedir. Ayrica sirketlerin
halka agilma konusundaki diislinceleri de bagimsiz denetim talebiyle yakindan iliskilendirilebilecek

olup istatistiksel olarak test edilebilecektir.

Diger taraftan, kar amaci giitmeyen kuruluslarda bagimsiz denetim talebi, bagimsiz denetim hizmeti
almak istemeyen sirketlerin gerekgeleri veya daha 6nce hi¢ denetim hizmeti almamis olan girketler ile
tecriibesi olanlarin bagimsiz denetime iliskin maliyet fayda degerlendirmeleri gelecek arastirmalarin
konusu olabilecektir. Ayrica literatiirde yer bulan bagimsiz denetim talebi ¢alismalarinin elde ettikleri

istatistikler ile meta analiz ¢caligmasi da yapilabilecektir.
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1. INTRODUCTION

Every country has a mandatory audit policy, each with its specific set of procedures and scopes.
Several explanations have been suggested for the necessity of legal obligation. The most significant one
is the protection of the public interest. In that, financial reports, once made public, become public goods
and are of public interest. (Hay et al., 2014). In this regard, the extent to which companies concern the
public interest is important in determining the scope of enforcement. Therefore, companies are at the
forefront in terms of public interest. For instance, publicly listed firms or credit institutions are naturally

prioritized.

In the context of public interest, company size is a criterion that is evaluated by regulators. There is
a consensus and practice in most countries for the inclusion of large-scale companies in the scope of
mandatory audits. However, different approaches and practices exist for SMEs. Mandatory auditing for
SMEs is a controversial issue both practically and academically (Carey et al., 2013; Collis, 2007; EC,
2010, 2013, 2014b, 2014a; Fearnley et al., 2000; Kamarudin et al., 2012; Ojala et al., 2016; Salleh et
al., 2008; Tabone & Baldacchino, 2003). The exemption of SMEs from mandatory audit has been the
subject of research both in legal jurisdictions where all independent audits are mandatory for all
companies regardless of their size (such as Malaysia), and in legal jurisdictions that have an exemption

threshold application (such as the United Kingdom and European Union countries).

This controversial issue has also been on the agenda of the European Union for the last decade. The
European Commission (EC) points out the cost and burden of auditing for SMEs in its reports. They
argue that SMEs should be exempted from mandatory audits so as to provide an advantageous business
environment to attract investment to the region (EC, 2013, 2014b). In line with this call, member
countries exempt SMEs through specific criteria. Turkey also, as a candidate country for the union, has
complied with this call. In this respect, SMEs in Turkey are exempted from mandatory auditing since

2013, unless they are covered by a criterion other than size.

Insufficient motivation that encourage companies to voluntarily publish reliable financial
information with the public is another explanation for the necessity of mandatory auditing (Lennox &
Pittman, 2011). However, companies may choose to procure audit services voluntarily, even though it
is not mandated by law. The fact that companies procure audit services despite being exempted has
created a remarkable research area in the form of audit demand. In this respect, many studies that try to
reveal the characteristics of companies demanding auditing services exist in the literature, with samples

from different legal systems.

There are studies that try to reveal the characteristics of companies demanding audit services with

samples from different countries such as the USA, UK, Germany, Finland, Denmark, Belgium,
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Australia, Malaysia, and Canada. However, in the literature, there is no audit demand study that

specifically focuses on companies in Turkey.

The companies that stand out and are addressed in the audit demand studies are mainly SMEs or non-
public companies that are exempted in most legal systems. In the context of Turkey, in order for SMEs

to be exempt from auditing, they must not be open to the public.

This study contributes to the existing literature in several ways. First, the fact that the audit demand
in non-public SMEs in Turkey has not been addressed earlier, indicates a research gap. It is expected to
contribute to the audit demand literature with a sample from Turkey. Turkey distinguishes itself and
stands out from other countries due to its unique historical path with audit regulations. Secondly, this
study provides input information by presenting data and evidence to researchers in the discussions on
the axis of mandatory audit and audit demand. The legislators also can benefit from the findings for the
same issue. Thirdly, the study deals with the relationship between R&D investments,
internationalization, and the perception of the legal system of the companies and audit demand, all of
which, to the best of our knowledge, have not been investigated earlier in the literature. Fourthly, the
study provides empirical contribution to theoretical perspectives. It provides new evidence for the

impact of agency theory, signaling theory and information asymmetry on audit demand.

The remainder of this paper is set out as follows. Existing literature on audit demand is discussed
and the hypotheses are developed in the next section. The following section describes the data and
methodology. Then, empirical results are presented and discussed. The final section provides a summary

and conclusion.

2. THEOROTICAL UNDERPINNINGS, LITERATURE AND HYPOTHESES

Agency theory is the most popular theoretical framework for explaining the demand for audit
services (Duits, 2012). Agency theory, which is utilized in many disciplines, was introduced to the

auditing field for the first time by Watts & Zimmerman (1983).

Jensen and Meckling (1976) conducted a groundbreaking study in which they viewed companies
using the contract metaphor under the lens of agency theory. According to them, a company is regarded
as a nexus of contracts under the agency theory. Theoretically, a contract establishing an agency
relationship is that in which the principal appoints an agent to carry out a task on his behalf. The contract

confers authority on the agent. (Jensen & Meckling, 1976).

In an agency relationship, the principal and the agent try to maximize their individual interests. Since
this is the case, the agent, who has the authority, may act against the interests of the principal while

attempting to maximize his own benefits, whether with good or ill intentions. In other words, while the
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agent always prioritizes his own interests, he cannot maximize the interests of the principal at the same

time (Wallace, 1980). The "Divergence of Interests" is how this circumstance is conceptualized.

Some key management tools come to the fore to control the agent's self-interested conduct as a result
of the divergence (Bendickson et al., 2016). One of these management tools is auditing. From the
viewpoint of the agency theory, auditing can reduce the problems that result from conflicting interests,

which are also called agency conflicts.

Agency theory makes specific assumptions about information, people, and organizations in order to
predict potential issues that could occur in agency relationships. According to the theory, information
can be bought and sold, people are risk-averse, selfish, and partly rational beings. In organizations, there
is information asymmetry between the agent and the principal so that the interests of the organizational
stakeholders partially conflict. The theory's main goal is to identify the best contract for managing

principal and agent interactions while taking these presumptions into consideration (Eisenhardt, 1989).

According to Power (1997), the need for auditing is directly related to information asymmetry, which
is predicated on the notion that since individuals are inherently vulnerable and unreliable, there must be
some controls. Asymmetric information is considered as a circumstance that amply justifies the demand
for audits given its existence and inevitability. Indeed, asymmetric information is a core assumption of

agency theory, which is highly related to the demand for auditing.

The same goes for signaling theory, which exclusively uses information asymmetry as a main
assumption (Morris, 1987). To put it briefly, signaling theory is concerned with sending out signals in
an environment of asymmetric information. Since financial reports are a vehicle for information
exchange, it can be claimed that they attempt to lessen information asymmetry. This objective is
achievable when the shared information is reliable. Auditing financial reports is a crucial step in ensuring
this credibility. Procuring audit services voluntarily, in a situation where there is no legal requirement,
will be seen as a positive sign by stakeholders regarding the validity and dependability of financial
reporting. In other words, companies would demand auditing to send this signal and gain the trust of

stakeholders.

These theories served as the foundation for the research hypotheses, which are listed below following

the pertinent literature review.

There are many studies that try to reveal the characteristics of companies demanding auditing
services, with samples from different countries (Table 1). The very first study on this subject was
published in 1982 with a sample from the USA, and most studies were published with U.K. samples.
There are also audit demand studies conducted in countries such as Germany, Finland, Denmark,

Belgium, Netherlands, Australia, Vietnam, Malaysia, and Canada. In addition to these, there are a
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limited number of studies on the demand for auditing in which cross-country comparisons are made

(Briozzo & Albanese, 2020; Collis, 2010a; Diallo, 2021; Francis et al., 2011).

In Table 1, studies conducted to reveal the characteristics of companies that demand auditing services

are presented.

Table 1. Audit Demand Studies

Publicat | Data Country(ies) Types of Companies Included | Sample
Authors ion Year | Year(s) in the Sample Size
Chee W. Chow 1982 1926 USA Public Companies 165
Ahmed Rashad Abdel-Khalik 1993 - USA Non-Public Companies 134
Venancio Tauringana & Steve|2000 1996 UK Non-Public Small Companies |92
Clarke
Peter Carey, Roger Simnett, & |2000 1997 Australia Non-Public Family Companies | 186
George Tanewski
Jean-Lin Seow 2001 - UK Private Small Companies 32
David W. Senkow, Morina D.|2001 - Canada Large Private Companies 201
Rennie, Richard D. Rennie &
Jonathan W. Wong
Jill Collis, Robin Jarvis & Len |2004 1999 UK Non-Public Small Companies |332
Skerratt
Jill Collis 2010 2004 UK, Denmark Non-Public Small Companies | 685
Jere R. Francis, Inder K. Khurana, | 2011 1999-2000 | 62 Countries Non-Public partnerships, sole | 3826
Xiumin Martin & Raynolde Pereira proprietorships, and
cooperatives
Lasse Niemi, Juha Kinnunen,|2012 2005 Finland Non-Public Small Companies |412
Hannu Ojala & Pontus Troberg
Jill Collis 2012 2007 UK Non-Public Small and Micro | 592
Companies
Hans Duits 2012 2010 Netherland Non-Public SMEs 154
Diane Breesch, Kris Hardiesa, Jan | 2012 2011 Belgium - 288
De Muyldera
Peter Carey & George Tanewski 2013 2012 Australia Small And Medium Size Owner | 457
Managed Farm Companies
Mazlina Mustapha & Chia Hoh | 2013 - Malaysia Sole Proprietors and 62
Yaen Partnerships
Elisabeth Dedman, Asad Kausar & | 2014 2004-2006 | UK Non-Public Small Companies |6.274
Clive Lennox
Maarten Corten, Tensie Steijvers & | 2015 2003 Belgium Non-Public Family Companies |482
Nadine Lybaert
Hannu Ojala, Mervi Niskanen, Jill | 2016 2009-2012 | Finland Non-Public Micro Companies | 50.000
Collis & Kati Pajunen
Andreas Weik, Brigitte Eierle & |2018 2013 Germany Non-Public Small Companies | 405
Hannu Ojala

One of the company-specific variables most frequently associated with audit demand in the literature

is size. This relationship is argued mainly based on economies of scale and agency theory.

Within the framework of economies of scale theory, since the marginal cost of auditing in large
companies will be lower than in small companies, it is predicted that audit demand will be associated
positively with size (Chow, 1982). In other words, whether the benefit of the audit will exceed the cost
is directly related to the size of the company. More concretely, the audit cost of any two companies, one
of which has twice the size of the other, will not be exactly double (Duits, 2012). As a result, it is
expected that auditing will be more attractive for large companies compared to small-scale ones, when

viewed through the lens of economies of scale and the benefit-cost balance.
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From the perspective of agency theory, employees can be seen as agents and managers as principals
(Duits, 2012). The intensity of such agency relations creates the basis for agency problems (moral hazard
and adverse selection). Chow (1982) states that more staff indicates more hierarchy and more layers of
management, as well as a higher probability of loss of control. Abdel-Khalik (1993) states that if there
is a long chain of command in the organizational structure, the structure becomes more complex, which
means that the risk of loss of control is higher. He suggests that loss of control risk is also a situation
that would explain audit demand and obtained supportive evidence. Also, Hay et al. (2006) interprets
the positive and significant relationship they find between company complexity and audit fees in their

meta-analysis study in the context of audit demand.

Size is considered in all studies investigating the demand for auditing. Hypotheses are formed and
tested with the expectation that there will be a positive association between size and audit demand.

Similarly, in this study, a positive relationship is expected between size and audit demand.
HI1: There is a positive relationship between company size and audit demand.

Ownership structure is also considered to be a variable that shapes potential agency conflicts in the
context of the separation of ownership and control (Jensen & Meckling, 1976). Ownership structure can
be considered in many dimensions (Arosa et al., 2010) and can be accepted as an indicator of agency
relations (Habib et al., 2019). One of these dimensions is ownership distribution. In other words, it is
the density of the ownership structure relative to the share ratio of the largest partner. Shleifer & Vishny
(1997), state that agency problems will decrease in companies with a concentrated ownership structure.
Therefore, there is an expectation that the demand for audit will decrease in companies with a
concentrated ownership structure. In this direction, hypothesis H2a has been proposed. Shleifer &
Vishny (1997) also state that in companies with a concentrated ownership structure, large partners will
have more authority and rights, and managers will have the power to control their activities. This
situation points to potential agency problems between large partners and small partners, and it is

expected that it will increase the demand for auditing. In this context, hypothesis H2b is put forward.

H2a: There is a negative relationship between concentration of ownership in a company and audit

demand.

H2b: There is a positive relationship between the main decision maker in a company being the largest

partner and audit demand.

The presence of foreign partnership in the ownership structure can be another indicator of agency
relationships. Foreign partners need oversight mechanisms more than domestic partners. Furthermore,
foreign partners may have some additional obligations in their relevant legal jurisdictions, unlike

domestic partners. Also, they may not know the business environment of the region where the company
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operates as well as the local partners. This leads to information asymmetry and agency conflicts between
domestic and foreign partners (Habib et al., 2019; Pronobis & Schaeuble, 2022). Thus, there is an
expectation that the presence of foreign partners will increase the demand for auditing services, which

is a surveillance mechanism. Therefore, the proposed hypothesis is as follows.

H2c: There is a positive relationship between the presence of foreign partners in a company and audit

demand.

Another important dimension associated with audit demand in the literature is a company’s financing
relationships. Non-public SMEs generally prefer credit institutions as a way of financing. The audit

demand arising from financing relations is mostly explained by agency theory and signaling theory.

In terms of agency theory, the creditor is positioned as the principal and the company as the agent.
In this agency relationship, companies may demand auditing to provide assurance (Collis, 2010b; Ojala
et al., 2016), while the principal parties may also demand this assurance (Abdel-Khalik, 1993; Rennie
et al., 2003; Senkow et al., 2001).

From the signaling theory point of view, companies may want to give an indication of their
repayment power with audited financial reports to obtain credit (Haapaméki, 2018). In addition,
voluntary auditing services also contribute positively to credit ratings (Lennox & Pittman, 2011). There
is evidence that companies that voluntarily procure audit services obtain loans at lower costs (Blackwell
et al., 1998; Kim et al., 2011; Minnis, 2011). In this context, it is predicted that demand for audit is

higher in companies applying for loans.

H3a: There is a positive relationship between a company having applied for loans in the last financial

period and audit demand.

Another notable indicator in the context of financing is overdraft facility. Overdrafts are the loans
that customers can get from banks without any collateral. In this type of loan, the assurance is the
reputation of the customer. In other words, it can be commented that a company with an overdraft facility
has a high credibility in the eyes of creditors. In this respect, the existence of an overdraft facility can
be interpreted as the lack or absence of agency conflicts between the company and the bank. Banks may
require companies that demand overdraft facilities to have their financial reports audited. Or companies
will be able to obtain overdraft facilities by using different assurance methods. In this case, companies
may not need an audit. A negative or positive relationship cannot be determined between audit demand

and overdraft rights.
H3b: There is a relationship between a company having overdraft rights and audit demand.

On the other hand, it is predicted that overdraft facility has a moderating role in the relationship

between loan application and the demand for audit.
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H3c: There is an association between demand for audit and coexistence of overdraft rights and loan

application.

The relation between auditing and certain indicators related to the legal system at the level of
countries is frequently set forth in the literature. Some examples are level of investor protection (Francis
et al., 2003; Jaggi & Low, 2011; Newman et al., 2005), litigation risk (Khurana & Raman, 2004),
corruption (Farooq & Shehata, 2018; Jeppesen, 2019) and legal origin (Iatridis, 2012). These dimensions
are mainly addressed at the macro level. In this study, it is predicted that companies' perceptions of the
legal system are related to audit demand. In this respect, it is expected that the likelihood of demanding

auditing services will increase if the company sees courts as an obstacle in its business activities.

H{4: There is a positive relationship between seeing the courts as an obstacle to business activities

and audit demand.

It is suggested that financing and ownership structure that shape agency relationships in companies
have the potential to affect R&D investments (Lee & O’Neill, 2003; Yoo & Rhee, 2013). It is also stated
that the existence of R&D investments in a company is a factor that increases information asymmetry
among stakeholders (Aboody & Lev, 2000; Godfrey & Hamilton, 2005). Godfrey & Hamilton (2005)
state that compared to others, R&D investments are unique and difficult to identify. They find that
companies with intensive R&D investments prefer auditors specialized in their sectors. The hypothesis
developed in this study is that the demand for audit services will be higher in companies with R&D

investments.
HS5: There is a positive relationship between R&D investment and audit demand.

To carry out export transactions, companies must act in accordance with international regulations or
obtain an international license. Such cases show that export-related activity in a company is an indicator
for the degree of internationalization. These, in turn, increase uncertainty and complexity. Uncertainty
and complexity also lead to? information asymmetry and agency problems between stakeholders (Tsao
et al., 2017). There is also evidence that companies, as they become more international, prefer large
audit companies (Big N), which are accepted to provide higher quality audit services (Chen et al., 2017;
Tsao et al., 2017). The hypothesis put forward is that there is a relationship between internationalization

and the demand for auditing services.

H6: There is a positive relationship between internationalization and audit demand.
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3. METHODOLOGY
3.1. Data and Sample

This study uses the data from the Enterprise Surveys (ES), which have been conducted by the World
Bank in Turkey in 2013. ES-Turkey-2013 was collected by the quota sampling method (Enterprise
Surveys Indicators Data - World Bank Group, 2020). The number of participants was determined by the
ratios calculated by considering the industrial populations of the regions. Publicly traded (21 companies)
and companies with 250 or more employees (127) were excluded in the analysis. 198 companies with
missing data were similarly taken out of the sample. As a result, the total number of companies included
in the analysis is 998. The elimination did not disturb the balance in regional distribution. The

distribution of the companies in the final data set according to regions is given in Table 2.

Table 2. Distribution of the Sample by Geographic Regions

Geographic Regions Frequency | Percent Cumulative Percent
Marmara 284 28,5 28,5

Aegean 216 21,6 50,1

Mediterranean 138 13,8 63,9

Central Anatolia 166 16,6 80,6

Black Sea 109 10,9 91,5

Eastern and Southeastern Anatolia 85 8,5 100,0

Total 998 100,0

Data on the sectors in which the companies operate are presented in Table 3.

Table 3. Sector Distribution of the Sample

Sector Frequency |Percent |Cumulative |Sector Frequen |Percent |Cumulative
Percent cy Percent
Food 122 12,2 12,2 Publishing, printing, and| 11 1,1 94,0
recorded media
Textiles 117 11,7 23,9 Motor vehicles 10 1,0 95,0
Garments 117 11,7 35,7 Basic metals 7 0,7 95,7
Chemicals 116 11,6 47,3 Tanning & leather 7 0,7 96,4
Fabricated metal products 116 11,6 58,9 Plastic & Rubber 6 0,6 97,0
Nonmetallic mineral products 113 11,3 70,2 Other transport equipment | 5 0,5 97,5
Retail 96 96 79,9 Electronics 5 0,5 98,0
Construction 31 3,1 83,0 Supporting transport | 5 0,5 98,5
activities
Wholesale 30 3,0 86,0 Paper & paper products 4 0,4 98,9
Furniture 26 2,6 88,6 Transport 4 0,4 99 3
Machinery and equipment 19 1,9 90,5 Precision instruments 3 0,3 99,6
Services of motor vehicles 12 1,2 91,7 Information technology 3 0,3 99,9
Hotel and restaurants 12 1,2 92,9 Wood 1 0,1 100,0
Total 998 100,0
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The distribution of the companies in the sample based on the number of employees is given in Table

Table 4. Distribution of Sample Companies by Number of Employees

Frequency | Percent | Cumulative Percent
(0-19) 467 46,8 46,8
(20-99) 397 39,8 86,6
(100-249) 134 13,4 100,0
Total 998 100,0

3.2. Variables, Measurement and Model
Variables used in our statistical analysis, their abbreviations, measurements, ES codes, associated

hypotheses and the expected direction of the relationships are summarized in Table 5.

One of the questions asked to owners or managers within the scope of ES is “In the last fiscal year,
did this establishment have its annual financial statements checked and certified by an external auditor?”’
with the code "k21". The responses collected with this question can be accepted as an indicator of audit
demand (Briozzo & Albanese, 2020; Diallo, 2021; Francis et al., 2011). However, the point to be noted
here is that to be able to talk about voluntary audit demand, companies that address the relevant question
should not be subject to mandatory auditing. In this respect, the time period of the collected data is
important. For the same reason, Chow (1982), one of the leading researchers in the literature, tried to
reveal the audit demand with this approach. Chow used the data of 1926 in his study conducted in 1982.
Since the hypotheses put forward imply demand (voluntariness), he presented the necessity of using

data from a period when auditing was not mandatory as a justification (Chow, 1982).

The question “In last fiscal year, did this establishment have its annual financial statements checked
and certified by an external auditor?” in ES-Turkey-2013 indicates the period (2012) when independent
auditing was not mandatory in non-public SMEs (companies included in the data set). In addition, since
company size is a criterion for legal obligation, limiting the sample to companies with a maximum of
249 employees eliminates large companies for which independent audits are mandatory and hence better
reveals the voluntary audit demand of smaller companies. Indeed, a criterion used for mandatory audits

was the number of employees, which was determined to be 500 people in 2013 and 250 people in 2014.

As aresult, the answers given to the k21 coded question are used to measure for audit demand, which
is the output variable of the research model. Companies that answered yes to the question were coded

as 1 and companies that answered no were coded as 0.

In literature, the most used indicators for the size variable are total assets, the number of employees,
and total sales. Only the number of employees can be reliably obtained from ES-Turkey-2013.

Therefore, the total number of employees was used for testing H1. Categorization of employee numbers
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is used as it is in ES Data. The codes 1, 2 and 3 correspond to micro, small and medium, respectively,

as subcategories of SMEs in terms of their sizes.

To test the H2a hypothesis, the approach of Thomsen & Pedersen (1998) is adopted in classifying
concentration in ownership structure. According to this approach, companies with no shareholders
having more than 20% ownership are considered as having a dispersed ownership structure, a dominant
ownership structure if at least one partner has between 20% and 50% of the shares, and a concentrated

ownership structure if one partner owns more than 50% of the shares.
The concentration of ownership is coded as 1 (dispersed), 2 (dominant) and 3 (concentrated).

For companies to carry out export transactions, they must act in accordance with international
regulations or obtain an international license. Such cases show that export-related data is an indicator
for internationalization. In this context, export data is preferred as a more appropriate indicator for
internationalization at the company level in most studies, especially in SMEs (Deng & Zhang, 2018;
Laufs & Schwens, 2014). To test hypothesis H6, companies that export directly or indirectly are coded

as 1 and those that do not are coded as 0.
Each observation is coded as 0 and 1 to test the hypotheses H2b, H2c, H3a, H3b, H3c, H4 and H5.

In order to control for any possible effects, dummy variables for “Industry and Region” are also
added. Manufacturing companies are coded 1, since their transactions are more complex than others,
whereas non-manufacturing companies are coded 0. Furthermore, the differences between the regions
in terms of their economic development are expected to affect the companies’ convenience in accessing

auditing services. In this respect the Marmara region stands out.
An overview of all variables can also be found in Table 5.

The independent variables other than SIZE and CONC (not defined yet! Define the first time used)
in the research model are dummy variables. There are important advantages and logical aspects of using

a number of dummy variables in the logistic regression model:

- Odd ratios of each variable can be calculated, understood, and interpreted more easily,

- Measuring the independent variables as dummy variables, like the dependent variable, is more
consistent, and

- Using dummy variables to represent ranges or levels increases the likelihood of events, resulting

in a stronger and more stable model.
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Table 5. Information on Variables and Hypotheses

Variables Measurement of Variables ES Hypothesis | Expected
Codes Relationship
Direction
AUDIT If the company has its last annual financial | k21 Independent Variable

statements checked and certified by an external
auditor 1, otherwise 0.

SIZE Number of employees 11 Hl +
I£ 0-19 coded as 1,
1£20-99 coded as 2 and
I£ 100-249 coded as 3.
CONC Ownership percentage of the largest owner(s) b3 H2a -
%0-%20 coded as 1,
%21-%50 coded as 2 and
%51-%100 coded as 3.

FOWN If there is a foreign partner 1, otherwise 0. b2b H2c +

LODM If the largest owner is the main decision maker | ECAz13 | H2b +
1, otherwise 0.

AL If company applied for any loans/lines of credit | k16 H3a +
in last fiscal year 1, otherwise 0.

(0))) If company has an overdraft facility 1, otherwise | k7 H3b -+
0.

AL _OD If there is an overdraft facility and applied for a | k16*k7 | H3c -
loan/credit in the last fiscal year 1, otherwise 0.

COURT If courts are seen as obstacles to company | h30 H4 +
operations 1, otherwise 0.

RD If the company has invested in R&D 1, | h6 H5 +
otherwise 0.

INT If the company has an export activity 1, | d3b+d3 | H6 +
otherwise 0. c

Control Variables

SECT If the company is in manufacturing sector 1, | a0
otherwise 0.

REGI If company operates in Marmara region coded 1, | a2
otherwise 0.

Within the framework of the developed hypotheses, the research model to be tested statistically is

as follows:
AUDIT = By SIZE + ; CONC + B, LODM + 33 FOWN + B4 AL + s OD + s AL _ OD + 3

COURT + fs RD + Bo INT + B1oSECT + p1; REGI + E;

4. EMPIRICAL RESULTS

To test the hypotheses put forward in the study, univariate, bivariate and multivariate analyses are

used.
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4.1. Univariate and Bivariate Analysis

Descriptive statistics for dependent and independent variables are presented in Table 6.

In the dataset, the majority of companies (66.9%) have a concentrated ownership structure. Thus, the
largest shareholders of these companies own more than 50% of the shares. Companies having a
dispersed ownership structure make up only 1.1% of the sample. Simply expressed, the percentage of
companies in where any owner owns more than 20% of the shares remains low. The ownership structure

of 32% of companies are not concentrated or dispersed but dominated by large shareholders having

Table 6. Descriptive Statistics

N | Minimum | Maximum | Mean | Std. Deviation
AUDIT 998 0,00 1,00 0,4870 0,50008
SIZE 998 1,00 3,00 1,6663 0,70097
CONC 998 1,00 3,00 2,6583 0,49722
FOWN 998 0,00 1,00 0,7465 0,43524
LODM 998 0,00 1,00 0,0391 0,19388
AL 998 0,00 1,00 0,3727 0,48378
oD 998 0,00 1,00 0,6944 0,46090
AL _OD 998 0,00 1,00 0,3066 0,46132
COURT 998 0,00 1,00 0,2044 0,40347
RD 998 0,00 1,00 0,1363 0,34325
INT 998 0,00 1,00 0,4749 0,49962
SECT 998 0,00 1,00 0,8146 0,38879
REGI 998 0,00 1,00 0,2846 0,45144

between %21-%50 of total shares (Table 7).

Since all the variables are categorical, Spearman Correlation analysis is used to test correlation.

Table 7. Frequency Analysis of Ownership Concentration and Sizes

1 2 3
Variable | Frequency | Percent | Frequency | Percent | Frequency | Percent
SIZE 467 %46,8 397 %39,8 134 %13.,4
CONC 11 %1,1 319 %32 668 %66,9

Correlation coefficients and significance levels are presented in Table 8.

Table 8. Correlation Matrix

AUDIT SIZE CONC | FOWN | LODM AL oD AL _OD| COURT RD INT SECT REGI
AUDIT 1 0206" 0044 -0,142 0,104™ 0203° 133" 0,165 0,157 0,151" 0,197 0,021 -0,099"
SIZE -0,072" 0,144 0,078" 0.083" 0,190 0,104 0,201 0,102 0313" 0,302" | -0,026
CONC 0,148 -0,021 -0,029 -0,106" | -0,053 | 0,081" | -0,04 | -0,064"| 0,019 | -0,047
LODM -0,1321-0,006| -0,068" | -0,011 = 0,052 | 0,086™ | 0,202 0,003 | -0,024
FOWN -0,051| -0,132" | -0,072" | -0,099™ |-0,084™ -0,156" -0,059 | 0,138"
AL 0,215 0,863 | 0,056 | 0,092 | 0,138™ | 0,000 | 0,060
oD 0,441 | 0,185™ | 0,086 | 0,021 | 0,042 -0,117"
AL_OD 0,062 | 0,072" | 0,107 | -0,007 | 0,081"
COURT 0,023 | 0,170™ | 0,147™ | -0,036
RD 0,119 | 0,047 -0,166™
INT 0,252 | 0,076"
SECT -0,025
REGI 1

Significance levels: “**’ p<0,01, “** p<0,05;
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Whether there is a multicollinearity problem or not is checked by correlation analysis. According to
the results obtained, there is no high level of correlation between the independent variables that could
indicate a multicollinearity problem. Additionally, all independent variables, except for the CONC

variable, are significantly correlated with the dependent variable.

Chi-square analysis is performed to test the bilateral relations between the independent variables and

the dependent variable, and the results are presented in Table 9.

According to the chi-square analysis outputs, there is no significant relationship between the
dependent variable and CONC and SECT variables. The significant relationship between other
categorical variables and the dependent variable is also supported by Chi-Square analysis. According to
Pearson Chi-Square values, the strongest relationship is with SIZE. Similar results are found in the

correlation analysis.

Table 9. Cross-Table of Variables and Chi-Square Analysis

Non-Audited Audited Pearson Chi- Asymptotic
Companies Companies Square Significance
(df) (2-sided)

SIZE 1 288 179 42,191 (2) 0,000
SIZE 2 178 219

SIZE 3 46 88

CONC_1 5 6 2,452 (2) 0,294
CONC_ 2 175 144

CONC 3 332 336

FOWN_0 502 457 10,698 (1) 0,001
FOWN 1 10 29

LODM_0 99 154 20,100 (1) 0,000
LODM 1 413 332

AL 0 370 256 40,928 (1) 0,000
AL 1 142 230

OD_0 187 118 17,613 (1) 0,000
OD 1 325 368

AL_OD_0 393 299 27,221 (1) 0,000
AL OD 1 119 187

COURT_0 439 355 24,716 (1) 0,000
COURT 1 73 131

RD 0 468 394 22,632 (1) 0,000
RD 1 44 92

INT_0 318 206 38,891 (1) 0,000
INT 1 194 280

SECT_0 99 413 0,444 (1) 0,505
SECT 1 86 400

REGI_0 344 370 9,797 (1) 0,002
REGI 1 168 116

4.2. Multivariate Analysis

According to the results of the bivariate analysis, there are significant relationships between the
dependent variable and those other than the CONC and SECT variables. The research model, in which
all variables are included, is tested with logistic regression, which is one of the methods that allow
multivariate analysis. The objective is to find out how the independent variables, with the SECT and
REGI variables controlled for, explain the changes in the dependent variable. Statistics for logistic

regression analysis are given in Table 10.
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Table 10 also includes the results of the Hosmer-Lemeshow model goodness of fit test. According
to the significance value (0.710), Ho could not be rejected, in other words, the statistical model developed

fits the data set.

The hypotheses and variables put forward are interpreted through the "odds ratio" statistics. “odds
ratio” technically gives the ratio of the probability that an event will occur to the probability that it will
not occur. In the context of the dependent variable of the study, this ratio can be expressed as the ratio
of the probability of demanding the audit to the probability of not demanding it. One thing that needs to
be emphasized here is that the data used represent the facts. In other words, “odds ratio” is interpreted

as “the ratio of the probability that the audit was demanded to the probability that it was not demanded”.

Significant statistical results are obtained regarding the relationship between audit demand and size.
Accordingly, companies with 100 to 249 employees are 2.14 times more likely to demand an audit than
the base company group (companies with 0-19 employees). Similarly, companies with 20 to 99
employees are 1.68 times more likely to demand audit services than companies with fewer employees.
There is a significantly positive association between size and audit demand, which supports hypothesis
H1.

The predicted relationship with concentration level of the ownership structure is partly supported.
Although companies with a dominant ownership structure are less likely to demand audit services than
companies with a concentrated ownership structure, it is not statistically significant. Companies with a
dispersed ownership structure are 67% less likely to demand an audit than those with a concentrated
ownership structure. However, only 11 of the 998 companies in the sample have a dispersed ownership
structure. That is, most of the companies (98.9%) have concentrated and dominant ownership structures.
The very unevenness of the distribution also prevents a clear inference regarding the proposed
hypothesis. The results of the chi-square analysis also support this finding. In conclusion, supportive

evidence for hypothesis H2a could not be obtained.

There is a negative and significant relationship between audit demand and the position of the largest
partner as the main decision maker in a company. The likelihood of audit demand in companies where
the largest partner is the main decision maker is 0.67 times lower than where he/she is not. Thus, the

findings support hypothesis H2b.

A positive but insignificant relationship is found between the presence of foreign partners in a

company and audit demand. For this reason, hypothesis H2c¢ is statistically not supported.

The strongest statistically supported variable that affects audit demand is the AL variable, which

shows whether companies have applied for a loan or not. Companies that have a loan application are
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3.32 times more likely to demand an audit than those that have not. This finding strongly supports

hypothesis H3a.
Table 10. Logistic Regression Results
Maximum Likelihood Estimates Odds Ratio Estimates
Variable df | Estimate | Standard | Wald y2 | Sig. Versus 0Odds 95% ClI limits
error Ratios
SIZE 2 15,592 ,000
SIZE-2 1 0,520 0,157 10,897 ,001 SIZE-1 1,681 1,235 2,289
SIZE-3 1 0,759 0,231 10,809 ,001 SIZE-1 2,136 1,359 3,357
CONC 2 6,789 ,034
CONC-2 1 -0,095 | 0,670 0,020 ,888 CONC-3 910 ,245 3,386
CONC-1 1 -0,397 | 0,152 6,785 ,009 CONC-3 ,672 ,499 ,906
FOWN 1 0,752 0,406 3,421 ,064 N FOWN | 2,120 ,956 4,702
LODM 1 -0,400 | 0,165 5,875 ,015 N _LODM | ,670 ,485 ,926
AL 1 1,201 0,309 15,144 ,000 N AL 3,323 1,815 6,083
oD 1 0,404 0,191 4,465 ,035 N _OD 1,499 1,030 2,181
AL_OD 1 -0,610 | 0,352 2,992 ,084 N AL OD | ,544 272 1,085
COURT 1 0,458 0,180 6,469 011 N COURT | 1,581 1,111 2,250
RD 1 0,563 0,211 7,109 ,008 N RD 1,755 1,161 2,655
INT 1 0,525 0,152 11,960 ,001 N_INT 1,690 1,255 2,275
SECT 1 0,465 0,189 6,042 ,014 N _SECT 1,592 1,099 2,306
REGI 1 0,380 0,161 5,546 ,019 N REGI 1,462 1,066 2,005
CONSTAN 1 -1,283 0,272 22,208 ,000 0,277
—2 log-likelihood 1230,346
R? (Cox and Snell) 0,142
R? (Nagelkerke) 0,189
Hosmer and Lemeshow Test Chi-square: 5,435
df: 8
Sig.: 0,710

SIZE-1: 0-19 employees, SIZE-2: 20-99 employees, SIZE-3: 100-249 employees, CONC-1: Dispersed ownership structure (less
than20% ownership of the largest shareholder) CONC-2: Dominant ownership structure (the largest shareholder owns between 20%-
50%), CONC-3: Concentrated ownership structure (the largest shareholder owns greater than 50%), N_FOWN: No foreign partner,
N_LODM: largest owner is not the main decision maker, N_AL: No application for any loans/lines of credit in the past fiscal year, N_OD:
No overdraft facility, N_AL_OD: No overdraft facility and no application for a loan/credit in the past fiscal year, N_COURT: courts are
not seen as an obstacle to business operations, N_RD: No R&D Investment, N_INT: No export activities, N_SECT: Non-manufacturing,
N_REGI: Other regions, excluding Marmara.
Another hypothesis put forward regarding financing relationships is whether there is an overdraft
facility or not. A clear direction for this relationship could not be predicted. However, there is a positive
and significant relationship between it and the dependent variable. According to the findings, companies

with an overdraft facility are 1.50 times more likely to demand an audit than companies that do not.

We were unable to find any significant association between the interaction term (AL_OD) and the
dependent variable. That means either AL or OD has no moderating effect on audit demand for each

other. In conclusion, H3c is not statistically supported.

The expected relationship between perception of the legal system and audit demand is also
statistically supported. Companies that see courts as an obstacle to business activities are 1.58 times

more likely to demand audit services than companies that do not.
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Companies with R&D investment are 1.76 times more likely to demand audit services than

companies without. Therefore, hypothesis H35 is also supported.

The last hypothesis put forward is about the relationship between internationalization and audit
demand. According to the findings, companies with export activities are 1.69 times more likely to
demand audit services than companies that are not. The predicted positive relationship (H6) between

audit demand and internationalization is supported statistically.

The variables for region and sector were not the subjects of any developed hypotheses. For their
potential instrumental effect, they are incorporated into the model. Bivariate analyses reveal no
relationship between SECT and audit demand. However, in multivariate analysis, both variables have a
positive relationship with audit demand, as expected. That is, being a manufacturing company and

operating in the Marmara region are positively associated with audit demand.

5. DISCUSSION

The first hypothesis is about the relationship between size and audit demand. The predicted positive
relationship has been supported in this study as well as many others (Abdel-Khalik, 1993; Carey &
Tanewski, 2013; Chow, 1982; Collis, 2010a, 2012; Collis et al., 2004; Corten et al., 2015; Ha & Nguyen,
2020; Mustapha & Yaen, 2013; Tauringana & Clarke, 2000; Weik et al., 2018). However, there are also
studies that do not find any relationship between size and audit demand (Carey et al., 2000; Senkow et

al., 2001).

As indicators for ownership structures in non-public SMEs included in this study are the
concentration in ownership structure, whether the largest partner is the main decision maker, and the
presence of foreign partners. In their study, Ojala et al. (2016) predicted and provided evidence on a
negative association between ownership concentration and audit demand. In this study, although there
was such an expectation, significant statistical results could not be obtained. The point that should be
considered here is that only 1.1% of the non-public SMEs in the sample are in the dispersed ownership
structure category (Table 7). The results also show that the demand for auditing increases when the
largest partner is the main decision maker in non-public SMEs. Additionally, there is not any association

between the existence of foreign partners and audit demand in non-public SMEs.

After the ownership structure, the financing relationships come to the fore as the variable most
frequently associated with the demand for auditing. Studies that provide supportive findings regarding
the developed hypotheses are predominant (Carey et al., 2000; Carey & Tanewski, 2013; Corten et al.,
2015; Tauringana & Clarke, 2000), but there are also studies (Dedman et al., 2014; Weik et al., 2018)
that did not find any supportive results. As for the results of this study, the audit demand is higher in
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non-public SMEs that have applied for loans in the past financial year. The results also show that non-
public SMEs with overdraft facilities are more likely to demand auditing services. Additionally, either

applying loan or having overdraft has no moderating effect on audit demand for each other.

The other hypotheses are unique to this study, which have not been suggested before in the literature
to the best of our knowledge. The results show that non-public SMEs that see courts as an obstacle to
business activities, invest in R&D, and carry out their activities internationally are more likely to demand

auditing services.

6. SUMMARY AND CONCLUSION

The subject of audit demand has an important place in literature as a research area, with examples
from different countries. The expression "different countries" also indicates different legal systems,
different social-cultural structures, and different institutional approaches. All these differences are

factors that can directly or indirectly shape the entire audit practice.

In addition to the factors that shape audit demand in companies at the macro level, there are also
those that can affect them at the micro level. For this reason, it is worth investigating the differentiating
characteristics of companies operating in the same country and demanding audit services compared to

those that do not.

Uncovering these characteristics also provides valuable input in discussions about the scope of
mandatory auditing. Whether mandatory auditing is economical at both macro and micro level,
especially in small or medium-sized companies, is a matter of debate throughout the world. In addition,
these companies have a significant place in many economies. Similarly in Turkey, SMEs constitute 98%

of the total number of enterprises.

Although there are studies conducted in different countries, the most prominent motivation of this
study is that there is no previous study on this subject in the context of Turkey. Therefore, this study

aims to contribute to audit demand literature by using a sample from Turkey.

The results provide supportive evidence that there are significant associations between audit demand
and size, ownership structure, financing relationships, R&D investment, perceptions of the legal system,

and internationalization.

A clear causal inference cannot be made due to both the methodology used in the study and the nature
of the data. This is a major limitation of the study. However, these meaningful relationships can be

accepted as preliminary findings that there may be a causal relationship. In other words, they can be

518



Serhat SAMIL — Saban UZAY
Muhasebe Bilim Diinyasi Dergisi 2023, 25(4), 498-525

interpreted as important variables that have the potential to affect audit demand. Or it would be

appropriate to read it as the characteristics of companies that demand auditing services.

The inability to establish a causal relationship in audit demand studies in the literature, including this
study, stands out as a research gap that should be considered in future research. It will be possible to
make significant contributions to the field by revealing causal relationships with experimental or quasi-

experimental designs.

Another limitation of the study is the use of secondary data. ES-Turkey-2013 provides valuable data
for audit demand research in non-public SMEs, both in terms of the period and participants from across
the country. However, although the hypotheses are developed by adhering to the literature and economic

theories, they are limited to the data found in ES-Turkey-2013.

Future research can explore the relationship of new variables with audit demand by drawing on
primary sources of data. In this regard, different new dimensions regarding ownership structures,
demographic characteristics of managers and owners, relations with customers, creditors or suppliers
can be evaluated in audit demand research. The intentions of companies to go public can also be closely

related to audit demand.

In addition, audit demand in non-profit organizations and the reasons why companies do not want to
procure audit services may also be the subject of future research. Lastly, audit demand studies in the

literature have reached sufficient density to conduct meta-analysis.
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MUHASEBE BILIM DUNYASI DERGISI’NIN BIBLIYOMETRIK ANALIZI: 1999-2022

oz

Caligmanin amaci, alaninin onciilerinden olan Muhasebe Bilim Diinyasi Dergisi’nin bibliyometrik
analiz ve haritalama analizi yardimiyla bibliyometrik profilinin ¢ikarilmasidir. Yayinlanan makaleler
cesitli 6zellikleri irdeleyen arastirma sorulari yardimiyla incelenmistir. Bu ¢aligsma, arastirma donemini
kapsayan yirmi dort yillik siirecte muhasebe yazinindaki gelismeler hakkinda fikir vermesi ve yol
gostermesi acisindan Onemlidir. Sonuglar, derginin {iretkenliini artirmak, ana temalari, yaymn
egilimlerini belirlemek ve yazarlarin ve editorlerin yayin stratejileri olugturmalart i¢in kullanilabilir.
Muhasebe egitiminin muhasebe konularma indirgenerek incelenmesi, ¢aligmalarin teorik alt yapimin
olusturularak yapilmas1 gerektigi, stirdiiriilebilirlik raporlamasi, kurumsal yonetim ve cevresel
performans gibi ¢ok ¢alisilan konularin yapay zeka uygulamalaryla etkilesiminin incelenmesi yazinda

bos alan olarak degerlendirilen alanlardir.

Anahtar Kelimeler: Muhasebe Bilim Diinyas1 Dergisi, Muhasebe Caligmalari, Bibliyometrik
Analiz, Icerik Analizi, Nitel Analiz

JEL Siniflandirmasi: 121, 123, M41

GENISLETILMIiS OZET
AMAC VE MOTiVASYON

Caligmanin amaci, muhasebe alaninda oncii dergilerden olan Muhasebe Bilim Diinyasi Dergisi 'nin
(MBDD) bibliyometrik profilinin incelenmesidir. MBDD, Muhasebe Ogretim Uyeleri Bilim ve
Dayanisma Vakfi (MODAV) tarafindan 1999 yilindan itibaren yaymlanan, Ingilizce ve Tiirkge
makaleleri kabul eden, hakemli bir dergi olarak ii¢c ayda bir yayimlanmaktadir. MBDD muhasebe
alaninda teori ve pratigi dergi etkinligiyle birlestirerek muhasebe ve finans bilimi literatliriine 6nemli
katkilar saglamaktadir. Derginin literatiirde hangi yone dogru evrim ge¢irdigini, yayin trendinin ne
sekilde gergeklestigini gdstermek ve makale konulari ile anahtar kelimeler arasindaki iligkinin giiciinii
ortaya koymak bu makalenin yazarlarin1 motive etmistir. Sonuglarin yazarlar ve derginin editdr kurulu

icin yol gosterici olmas1 beklenmektedir.
ARASTIRMA STRATEJiSi VE YONTEMI

Calismada nitel veri analizi yontemi kapsaminda igerik analizi yOntemlerinden biri olan
bibliyometrik analiz yontemi kullanilmistir. Bibliyometrik analiz belirli bir konu ile ilgili bilimsel
performansin degerlendirilmesi igin yapilmaktadir. Bu analiz yontemi herhangi bir alana iliskin

yayimlanmis ¢esitli kaynaklarin gelisim diizeyinin tespit edilmesi agisindan 6nemli bir yere sahiptir.
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Caligma performans analizi ve haritalama analizi olmak iizere iki bibliyometrik yontem i¢ermektedir.
Performans analizi yazar, kurumlar, arastirma yontemi gibi ¢esitli bilesenlerin dikkate alinarak yapildigi
bir 6zetleme teknigidir. Performans analizi ayn1 zamanda atif analizini de kapsamaktadir. Ancak veri
tabaninin atif analizi yapmak igin yeterli olmamasi nedeniyle atif analizi ¢alismada kapsam disi
birakilmigtir. Bu galigmanin en 6nemli kisitidir. Ayrica ¢aligmada bir diger bibliyometrik siire¢ olan
bilim haritalamas1 teknigi de kullanilmistir. Bilim haritalamasi, bir arastirma alaniyla veya belirlenmis

arastirma sorulariyla ilgili konularin gorsellestirilmesi amaciyla kullanilan bir tekniktir.

Caligmanin verileri, tarama yontemi kullanilarak elde edilmistir. Calismanin kapsami MBDD’de
yayinlanan makaleler ile sinirh tutulmustur. MBDD yaym hayatina 1999 yilinda baslamis olup, 2015
yilindan itibaren elektronik olarak yayimlanmaya baslamistir. Calisma, MBDD’nin yayin hayatina
basgladig1 1999 ile 2022 yillar1 arasindaki yirmi dort seneyi kapsamaktadir. Toplam 92 say1 ve 910
makale incelenmistir. Calismada, MBDD’nin yillara gore yaymlanan makale sayilari, yazar sayisi,
yazarlarin unvam ve ¢alistiklar1 kurumlar, sayfa sayisi, yaymlanan makalelerin yayim dili, makalelerin
referans kisminda kullanilan kaynaklarin dili seklinde gesitli aragtirma sorularina yer verilmistir. Bu
sorularin yani sira, yayinlanan makalelerde kullanilan arastirma metodu, JEL kodlari, anahtar kelimeler,
konular ile anahtar kelimeler arasindaki iliski de incelenmistir. Ayrica, muhasebe standardi incelemesi
yapan makalelerin hangi standartlar inceledikleri, yillara gore en ¢ok {izerinde ¢alisilan konular da
irdelenen diger arastirma sorularidir. Calismada yer alan atif incelemesi DERGIPARK sisteminde yer

alan dergiye ait son dokuz yila iliskin analizdir.
BULGULAR VE TARTISMA

Yayimlanan makalelerin dagilimi incelendiginde yilda ortalama 30 adet makale yayimlandigi
gozlemlenmekte, en fazla makalenin 2019 (48 adet) yilinda, en az makalenin ise 2003 (17 adet) yilinda
yayimlandigi goriilmektedir. Bu sonug, 6zellikle 2003 yilindan sonra dergiye olan talebin arttigi
seklinde yorumlanabilir. Yayinlanan makalelerin yazar sayilarina gore dagilimi incelendiginde, genel
olarak ¢aligmalarin daha ¢ok iki yazarl oldugu goriilmiistiir. Yazarlarinin unvanlarina gore dagilimlar
incelendiginde ise, en fazla Doktor Ogretim Uyesi ve Dogent unvanina sahip yazarlara, en az Okutman
ve akademik unvan dis1 yazarlara rastlanmaktadir. Makalelerin yazarlarinin ¢alistiklar1 kurumlara gore
dagilimi, dergiye en fazla katki saglayan {iniversitelerin sirasiyla Gazi Universitesi, Marmara
Universitesi, Baskent Universitesi ve Dokuz Eyliil Universitesi oldugunu gostermektedir. Makalelerin

sayfa sayilarmin ¢ogunlukla 11-20 oldugu goriilmiistiir.

JEL Kodlarina gore dagilim incelendiginde, makalelerin en ¢ok M40, M42 ve M49 kodlarina gore
siniflandirildiklar: gériilmiistiic. M JEL kodu genel itibariyle isletme Yénetimi ve Isletme Ekonomisi,
Pazarlama ile Muhasebe alanlarini temsil etmektedir. Calismada en fazla kullanilan M40 muhasebe

(genel), M42 denetim ve M49 muhasebe ve denetim (diger) caligma alanlarmi temsil etmektedir.
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Anabhtar kelimelere gore dagilim incelendiginde, “Muhasebe” ve “Muhasebe Egitimi” kelimelerinin en
sik tekrarlanan kelimeler oldugu tespit edilmistir. Dolayisiyla, muhasebe ile muhasebe egitimi konular
agirhiktadir. Makalelerde kullanilan arastirma yontemleri incelendiginde agirlikli olarak nitel ¢aligmalar
kullanildig1 anlasilmaktadir. Bu sonuca gore Tiirkiye’deki muhasebe Ogretim elemanlarmin ve
uygulayicillarinin - normatif muhasebe teorilerinin etkisinde kaldig1 sOylenebilir. Muhasebe
politikalarinin, uygulamalarinin, standartlarin ve yonetici davramiglarinin hisse senedi iizerindeki
etkilerinin ¢alisildig1 makalelerin azlig1, pozitif muhasebe teorilerine dergide yer alan ¢aligmalarda ¢ok
fazla yer verilmedigini gdstermektedir. “Muhasebe Standartlari/Finansal Raporlama Standartlar”
konularmi igeren ¢alismalar agirliktadir. Anahtar kelimeler ile c¢alisma konular birbiriyle
iligkilendirildiginde, konu ve anahtar kelimelerin kullanimlarinin uyumlu oldugu sdylenebilir. Bu
amacla aragtirmada kullanilan konular ve anahtar kelimeler arasindaki yapilan haritalama analizinde,
Muhasebe ve Uluslararasi Finansal Raporlama Standartlar1 kelimelerinin en fazla baglantiya sahip ve
baglant1 giicii en yliksek olan kelimeler oldugu tespit edilmistir. En ¢ok calisilan konularin yillara gére
dagilimi incelendiginde, muhasebe standartlarinin olusturulmasindaki tartigsmalar, 2008 yilinda
meydana gelen kiiresel krizin 6zellikle finansal araglarin muhasebelestirmesine ve dl¢iilmesine etkisi ve
Tiirk Ticaret Kanunu’ndaki degisiklikler sonucu kurumsal yonetim kavrami, bagimsiz denetim meslegi

ve muhasebe standartlarindaki gelismelerle paralel oldugu sonucuna ulasilmistir.
SONUC VE ONERILER

Calismada elde edilen bibliyometrik bulgular; incelemeye alinan bilim dalinin gelisim diizeyini,
aragtirmacilarin odak noktalarini ve alanin giiglii veya zayif yonlerinin tespit edilmesi noktasinda katki
saglamaktadir ve MBDD’de yayinlanan makalelerin yirmi dort yillik arastirma siirecindeki gelisimini

anlamak acisindan 6nemlidir.

Caligmalarda normatif muhasebe teorilerinin etkisi goriilmiistiir. Yazarlarin pozitif muhasebe

teorilerine de 6nem vermesi diinyada tartigilan konular1 daha iyi ele almamizi saglayabilir.

Bilimsel bir ¢aligmada olmasi gereken en 6nemli unsurlardan birisi olan teori ile kurulmasi gereken
iligkinin eksikligi ¢alismalarin biiyiik bir kisminda goriilmiistiir. Kabul edilen ¢alismalarin bu yonden
degerlendirilmesi gerekmektedir. Muhasebe egitimi c¢alismalarda genel olarak ele alinmis olup

muhasebenin alt alanlari ile ilgili egitimin nasil olacagi ile ilgili calismalar artirlabilir.

Son yillarda stirdiiriilebilirlik raporlamasi, kurumsal yonetim ve gevresel performans ile ilgili yapilan
calismalarda artig goriilmiistiir. Cagimizdaki teknolojik gelismeler ile yapay zekd uygulamalarinin
hayatimiza etkisi artmistir. Dolayisiyla {istiinde en ¢ok g¢alisilan konular ile yapay zeka arasinda bir
etkilesimin olup olmadigi bir arastirma sorusu olarak kargimiza ¢ikabilir. Yazarlar bu alanlara farkli
bakis agilaryla yaklasarak katma degeri yiiksek caligmalar iiretebilir. Calisma, arastirmacilarin

arastirma donemini kapsayan yirmi dort yillik siirecte muhasebe alaninda yapilmig ¢aligmalar hakkinda
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fikir sahibi olmalarini saglamasi ve aragtirmacilara yol gostermesi agisindan 6nemlidir. Ayrica derginin

editor kurulunun derginin gelecek stratejisini belirlemesi agisindan da yol gosterici niteliktedir.

1. INTRODUCTION

Bibliometric analysis is a quantitative technique (Donthu et al., 2021) to examine academic
publications using various quantitative analyses and statistical techniques (Polat et al., 2013). This
analysis method has an important place in determining the level of development of various sources
published in any field. Bibliometric analysis can be either descriptive considering the criteria determined
for the journal or the subject, or citation analysis for how articles affect other studies can be evaluative
(McBurney and Novak, 2002). Bibliometric analyses aim to shed light on the development processes of
a subject or journal by providing the development of academic written communication processes
(Pritchard, 1969). The bibliometric findings obtained in these studies contribute to the level of
development of the branch of science under examination, the focus of researchers, and the determination

of the strengths or weaknesses of the field.

The aim of the study is to examine the bibliometric profile of The World of Accounting Science
(WofAS) which is one of the leading journals in the field of accounting. The Turkish Accounting
Academicians' Collaboration and Research Foundation (MODAYV), the owner of the journal, was
established in 1995 by accounting academicians to promote research and foster collaboration. The
foundation also has collaborations at both national (Union of Chambers of Certified Public Accountants
of Turkiye and the Institute of Internal Auditing) and international (International Association for
Accounting Education & Research) levels. The foundation's goal is to create a forum where pressing
problems in Turkish accounting practice and research can be discussed and perhaps addressed. To this
end, since 1999, WofAS has been published as a quarterly peer-reviewed journal that welcomes
manuscripts in English and Turkish. Also, to support academicians and academic research, the
foundation has been organizing conferences since 2004 with a different topic, under the title
International Conferences on Accounting (MODAV-ICA). Thus, the foundation has provided
academicians with the opportunity to express and discuss scientific ideas through its activities since its
establishment. WofAS which is the subject of this study makes significant contributions to the
accounting and finance science literature by combining theory and practice with journal activity. In this
study, particular characteristics that were explained in the methodology part of the articles published in
the journal were examined through the research questions, and the findings were obtained. The research
questions of the study are the number of articles published in the WofAS by year, the number of authors,
the title of the authors and the institutions they work in, the number of pages, the language of publication

of the published articles, the language of the sources used in the reference section of the articles. In
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addition to these questions, the research method used in the published articles, JEL codes, keywords,
topics, and the relationship between keywords and topics were also examined. Furthermore, other
research questions include which standards were examined by the standard reviewing articles and the
most studied topic according to the years. The citation analysis in the study is the analysis of the journal
in the DERGIPARK system for the last nine years. These research questions are valuable in terms of
providing a comprehensive overview of the direction in which the WofAS has evolved in the literature
and how the publication trend has been realized. The primary motivation of the authors is to show the
direction in which the WofAS has developed in the literature and how the publication trend has been
realized. In addition, the authors are motivated to contribute to the ideas of scholars and authors working
in the field and to show the strength of the relationship between the topics of the articles published in
the WofAS and keywords. This study is valuable in terms of giving an idea and guiding researchers
about the journal, which has made significant contributions to the literature in the field of accounting,
which has been published regularly for over twenty years. The study is important for researchers to have
an idea about the studies carried out in the field of accounting over the twenty-four-year period covering
the research period and to guide researchers. It also serves as a guide for the journal's editorial board to

determine the journal's future strategy.

The main objective of this study is to offer a bibliometric profile of the Wof4S. To achieve this goal,
various research questions were created by the authors. This study is based on two bibliometric
procedures that include a performance analysis and a scientific mapping analysis. Performance analysis
is a summary made by considering various components, such as author, institutions, and research
methods (Donthu et al., 2021). It could not be done because the database was insufficient to conduct
citation analysis. This is the most important limitation of this study. Science mapping is the study of
visualizing topics related to a research area or identified research questions (Chen, 2017). VOS viewer
and WordArt were used while performing the science mapping analysis. The data of the study was

obtained using the scanning method.

This paper is structured as follows. In the first part of the study, the structure and aim of bibliometric
analysis and also the purpose, importance and methodology of the study are explained. In the second
part, the studies carried out using the bibliometric analysis technique in the field of accounting in the
literature are mentioned. In the third part of the study, the results of the research are given. In the

conclusion part of the study, the results of the study are given.

2. LITERATURE REVIEW

In the literature, there are many bibliometric studies based on different perspectives, especially

citation analysis, performance analysis, and content analysis of journals. The articles in Turkish national
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literature are examined according to performance; Once and Basar (2010) analyzed the articles on
accounting published in academic research journals in Turkey. It is aimed to determine the trends of the
articles published in the study regarding their topics. In the study, ten main categories related to the field
of accounting were determined. According to the results of the research, it was determined that the most
articles were written in the categories of financial accounting, cost and management accounting, and
accounting standards. Hotalmigh and Erem (2014) analyzed the articles published in the Muhasebe ve
Finansman Dergisi (Journal of Accounting and Finance) that was published by the Association of
Accounting and Finance Academicians between 2005 and 2013 by using bibliometric analysis.
According to the results of the research, it has been determined that the most studied topics are financial
performance, public economy, and financial markets. The institutions that contribute the most to the
literature are Marmara University, Trakya University, and Istanbul University, respectively. It is seen
that individual studies are generally included in the journal. Temelli and Karcioglu (2018) made a
performance analysis of the Muhasebe ve Vergi Uygulamalar: (Journal of Accounting and Tax Studies)
by using the bibliometric analysis method. The authors examined the journal according to the categories
of author productivity, title diversity, institutional distribution, methodology used, language of
publication, and references. This study shows the progress of the journal between 2010 and 2017. Yiicel
(2021) analyzed the articles published in academic journals in Turkey on accounting issues between the
years 2015 and 2020 by using bibliometric analysis. The aim of the study is to determine the
development in the accounting literature and to shed light on current issues for researchers. The
motivation of the writer is to reveal the trends of the accounting research and thus prevent the repetitions
of the subjects on which a lot of work has been done and to help determine the areas that need to be
addressed. As a result of the research, it has been seen that the most published journals are "Muhasebe
Bilim Diinyasi Dergisi (The World of Accounting Science)”, "Muhasebe ve Finansman Dergisi
(Accounting and Finance)", and "Muhasebe ve Denetime Bakis (Accounting and Auditing Overview)".
In addition, the most studied subjects; it has been determined that there are "Financial Statement and
Performance Analysis", "Financial Accounting" and "Accounting Audit". Karaaslanoglu and Sahin
(2021) analyzed the articles published between 2014 and 2020 in the Muhasebe ve Finansman Dergisi
(Journal of Accounting and Finance), one of the leading journals in the field of accounting by using
bibliometric analysis. This study is a follow-up to the work done by Hotalmigh and Erem (2014). In the
study, it was aimed to find out the bibliometric profile of the journal after 2013. According to the
research findings, it was seen that the most articles were published in 2020 and the least in 2014. Also,
it was determined that qualitative research methods were used more frequently than quantitative research
methods in the studies. Kili¢ and Onal examined a total of 31 issues, 28 regular and 3 special issues,
published in Muhasebe Bilim Diinyasi Dergisi (The World of Accounting Science) between 2015 and

2021. The performance of the journal was examined using bibliometric analysis method. As a result of

532



Havva Nur CIFTCI, Gokhan KILIC, Melike AYDOGDU
Mubhasebe Bilim Diinyasi Dergisi 2023, 25(4), 526-557

the study, it was observed that the most common type of article published in the journal was a "research

article" and the most studies were conducted in the field of "auditing".

The international literature is examined according to performance. Merigo and Yang (2017)
examined accounting research in the Web of Science database over the last decade, taking into factors
such as the field, journal, institute, and countries. The results show that the most influential journals are:
The Journal of Accounting and Economics, Journal of Accounting Research, The Accounting Review
and Accounting, Organizations and Society. Also, it has been determined that US institutions are very
effective around the world. Linnenluecke et al. (2020) systematically reviewed the contribution of
Accounting & Finance to the literature. The journal is important to the authors as it celebrates its 60™
anniversary in 2020. The authors used a variety of bibliographic tools to model articles with significantly
advanced research in accounting and finance in the Asia-Pacific region. The authors aimed to reflect a
past research achievements to contribute to future studies. As a result of the research, it was determined
that studies on China-related research, firm performance, financial crises, corporate social responsibility,
and sustainable finance showed an increasing trend over time. On the other hand; the authors found out
that studies on Australia, asset allocation, and governance can be considered emerging topics of the
journal, while studies in corporate social responsibility, and corporate governance are identified as
significant to the field, interestingly. Kumar et al. (2020), analyzed the articles published in the
International Journal of Accounting Information Systems (IJafAIS) which celebrated its 20" anniversary
in 2019 by using bibliometric analysis. The study aimed to provide insights into the past 20 years of
1JofAIS using bibliometric and network analysis. The study also provides a content analysis of
highlights the major themes discussed in the journal. As a result of the study, it has been determined that
the main studied subject is the use of information technologies and new technologies in the field of
accounting. Although the articles in the journal initially focused on traditional accounting information
system issues, in recent years, the focus has been on the use of new technologies in the accounting
information system. Pattnaik et al. (2021), performed a retrospective review of the Australian
Accounting Review (ARR) for 30 years from 1991 to 2020. The authors examined five research questions
which are the publication trend of the journal, most frequently cited in ARR articles, collaboration among
ARR authors, international diversity of authors, and the prominent topics in the journal. As a result of
the study, they observed a 20.21% increase in the academic impact level of the journal. They found that
the number of authors increased by 16.10% annually, from 11 authors in the beginning to 969 authors
in 2020. The journal has become an internationally recognized academic institution with contributions
from 44 different countries. Prominent themes in the journal include integrated reporting, corporate

social responsibility, investor protection, and comprehensive income.

One of the research questions in this study is the distribution of the articles published in the Wof4S

according to research methods, the analysis used, and the quantitative analysis techniques used. Hiille
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et al. (2011) examined the use of multi-criteria decision-making techniques in the field of management
accounting and control. In the study, it was investigated which multi-criteria decision-making technique
is used most in the field of management accounting and control. In addition, the multi-criteria decision-
making techniques used in the reviewed articles are also classified according to the sub-headings of
management accounting and control, such as strategic management, budgeting, and performance
management. According to the study, the Analytic Hierarchy Process (AHP) is the most popular

analytical tool to support management in complex decision-making situations.

The articles in the literature are examined according to the research keywords and subjects (topics);
Gaviria-Marin et al. (2018) aimed to provide a general overview of the Journal of Knowledge
Management (JofKM). The methodology contains a performance analysis and science mapping analysis.
The study showed a growing interest in JofKM. It was observed that the most used keywords from a
global perspective are knowledge management, knowledge sharing, knowledge transfer, and
innovations. Behrend and Eulerich (2019) examined the studies published in accounting journals on the
internal control system between 1926 and 2016. In the study, it was observed that the studies about the
internal control system increased with the effect of factors such as the foundation of the Institute of
Internal Auditors and the publication of SOX. According to the results of the research, it has been
determined that studies on the quality of internal audit has become increasingly important in recent
years. Chiu et al. (2019) aimed to reveal the contribution of the use of new technologies in the field of
accounting and accounting information systems to the accounting literature. In the study, 681 articles
published in six selected journals between 2004 and 2016 were examined. Studies on the use of new
technologies in accounting are mainly auditing, financial accounting and accounting information
systems, respectively. Poje and Groff (2021) aim to reveal the status of ethics education in accounting
after accounting scandals. For this purpose, 134 studies were analyzed by using the bibliometric analysis
technique. The study presents patterns of development of ethics education in accounting research and
sheds light on future research. Baker et al. (2023a) did a retrospective review of the Journal of
International Financial Management and Accounting by using bibliometric analysis. The journal’s
performance, authorship trends, and intellectual structure are examined. They identified nine major
themes for journal knowledge structure and researched the history of the journal in terms of the topics.
The subject of value relevance of accounting information, voluntary corporate disclosure, and financial
derivatives has gained the most attention over the last decade. Baker et al. (2023b) did a bibliometric
analysis of Contemporary Accounting Research between 1984 and 2021. They generated two research
questions. One of them is related to the publication quality of the journal, and the other one is about
research diversity, methods, authors, and collaboration. The articles were classified based on predefined
research areas and analyzed with the help of a thematic cluster created. They found out authors of the

journal were increasingly focused on financial accounting research areas.
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In Turkish national literature, the articles in the literature are examined according to the research
keywords and subjects (topics); Gurbuz et al. (2021) aimed to reveal the importance of the articles and
postgraduate studies on accounting education in Turkey about accounting research and their changes
over the years. As a result of the study, the number of authors and consultants who publishes, title and
university information, the most used keywords, and citation analyzes are made and determinations are
revealed. Cengiz (2021) examined the articles published in the journal Mali Coziim (Financial Analysis)
on accounting standards between 2004 and 2020. The articles were analyzed by content analysis method.
As a result of the study, it has been determined that the most studied standards are TMS 2 Inventories,
TMS 16 Property, Plant and Equipment, TMS 18 Revenue, TMS 23 Borrowing Costs, and TMS 39
Financial Instruments: Recognition and Measurement. Ceylan (2021) made a bibliometric analysis of
the articles published on auditing between 2016 and 2020 in five selected academic journals published
in the field of accounting in Turkey. The aim of this study is to investigate which sub-topics related to
auditing are examined in the field of accounting and in which journals the studies on auditing are
published more frequently. As a result of the research, it has been determined that the most frequently
studied sub-topic of auditing is “internal auditing”, the theoretical studies in the Journal of Accounting

and Finance and the studies on key auditing matters are the most cited.

Unlike these studies in the literature, it was examined the distribution of the articles published in
WofAS according to years, number of authors and number of pages, the authors of the articles, Journal
of Economic Literature (JEL) classifications, languages, relationship between the topics and keywords
in the study. In other words, whereas the studies in the literature examine the journals only by focusing
on certain aspects, this study examined the journal as a whole in both its publication year and

bibliometric aspects.

3. RESEARCH

The research objective is to analyze the articles published between 1999 and 2022 in WofA4S, one of
the forerunner journals in the field of accounting in Turkey, in the light of various bibliometric
characteristics. The WofAS started its publication life in 1999 and has been published electronically since
2015. Therefore, the articles published in the journals between 2014-2022 were reviewed using the
DERGIPARK platform. While evaluating the collected data, the authors made separate analyses, formed
the classifications of the categories together, and reached their final decisions in this direction. The
categories were created by examining Once and Basar (2010), Hiille et al. (2011), Hotalmish and Erem
(2014), Gaviria-Marin et al. (2018), Cengiz (2021), Kumar et al. (2020), Linnenluecke et al (2020),
Baker et al. (2023a), Baker et al. (2023b), Gurbuz et al. (2021) in the literature. Content analysis method
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was used in the study and the results obtained by considering the research questions were converted into

numerical data.
3.1. Research Methodology

In the study, the bibliometric analysis method, which is one of the content analysis methods, was
used within the scope of the qualitative data analysis method. The data of the study were obtained using
the scanning method. In the study, 92 issues and 910 articles were examined, from 1999 to 2022. Special
issues of the journal published in recent periods were excluded from the scope as they distorted the
distribution of the research. Since the electronic copy of the journal was not available, the articles for

the years 1999-2014 were gathered by accessing the hard copies from the journal's archive.

For the years 2015-2022, the articles were accessed from the DERGIPARK and the articles for the
years 1999-2014 were obtained by accessing hard copies from the archive of the journal. The data of
the study were obtained using the scanning method. The data was collected and analyzed in MS Excel.
VOS viewer and WordArt were used for science mapping analysis. The research questions formed

within the scope of the study are as follows.

The following questions were developed to analyze the performance of the journal. These questions

are publication-related metrics.

e How is the distribution of the articles published in the WofA4S according to years, number of authors,
and number of pages?

e How is the distribution of the authors of the articles published in the Wof4S according to their
academic titles and institutions?

e How is the distribution of the articles published in the WofA4S according to their languages?

e How is the distribution of the articles published in the WofA4S according to the languages of the
bibliography used in the article?

e How is the distribution of the articles published in the WofA4S according to research methods?

To enable the science mapping analysis, which is the second step of the bibliometric process, the
following questions were developed. The purpose of these questions is to visualize the content, JEL

codes, topics, and keywords related to the research area.

e How is the distribution of the articles published in the Wof4S according to JEL (Journal of
Economic Literature) classifications?

e How is the distribution of the articles published in the WofA4S according to their keywords?

e How is the distribution of the articles published in the WofA4S according to topic (subject)?
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Keywords are the factors that determine the scope of the research topic. This research question
aims to demonstrate the relationship between topics and keywords and to reveal the sub-areas in which

studies are grouped.
e What is the relationship between the topics and keywords of the articles published in the Wof4S?

The reflection of the project of establishing an accounting system separate from tax accounting
with institutions established in Turkey in the last 20 years (the result of which is KGK) on academic

studies has been of questionable relevance. For this purpose, the following research question was set.

e How is the distribution of the articles published in the WofAS according to the accounting standards

examined?

The following research question was designed to explore whether the journal's contents have kept

up with current developments since its publication until today.
e How is the distribution of the articles published in the WofAS according to the trend topics by year?

The following question was asked to reveal the citation distribution of the journal according to

years within the available information.

e How is the citation distribution of the articles published in the WofAS by year?
3.2. Research Results

Graphic 1 shows the distribution of the articles published in the Wof4S between 1999-2022 by
number. According to this, although it shows a regular distribution of articles in general; the most articles
were written in 2019 with 48 articles, and the least number of articles were written in 2003 with 17

articles. It shows that the demand for the journal is increasing every year.

Number of Articles
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=) > — (o] o < w) & [ o (=) (= — (o] on < wn o o~ ] =) > — o
N — (=3 — (=3 = — (=3 (=3 (=3 — — — — — — — — — — [ [ I
N > > (= > > (= > > > (= > > (= > > (= > > (= > > > >
v (o] (o] (o] (o] (o] (o] (o] [o\] (o] (o] (o] (9] (o] (o] (o] (o] (o] (9] (o] (o] (o] (o] (o]

Graphic 1. Number of Articles

Graphic 2 shows the distribution of the articles published in the WofA4S between 1999-2022 according
to the number of pages. As can be seen in the graphic, the articles written are mostly between 11-20

pages, secondly between 21-30 pages, thirdly between 31-40 pages, fourthly between 1-10 pages, fifthly
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between 41-50 pages, and finally 50 or more pages. Many scientific journals set a maximum page limit

for the articles they publish. The fact that the journal does not have a page limit ensures that long papers

are also evaluated in this journal.
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Graphic 2. Distribution by Page Numbers

Graphic 3 shows the distribution of the articles published in the WofA4S between 1999-2022 according
to the number of authors. According to Graphic is seen that 59% (705) of the articles had two authors,
32% (375) had a single author, 8% (375) had three authors and 1% (9) had four authors. From point of

view, it can be commented that article authors prefer to write articles with two authors.
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Graphic 3. Number of Authors

Graphic 4 shows the distribution of the references used in the articles published in the WofA4S between
1999-2022 by language. Accordingly, 12.929 (63%) of the references were made for articles written in

a foreign language and 7.619 (37%) were for articles written in Turkish. According to this information,
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it is concluded that the majority of the references of the articles in the journal consist of articles written

in a foreign language.
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Graphic 4. The Distribution of References

Table 1 shows the distribution of the articles published in the WofA4S according to the titles of the
authors. According to this, the articles were written by at most 591 Assistant Professors, 204 Associate
Professors, and 187 Professor, at least 1 Instructor, 3 Principal Auditor and 13 Chartered Accountant
respectively. Classified as others (32 articles) were written by researchers working with different titles

in various institutions and organizations in Turkey and/or abroad.

Table 1. Title of Authors

Title of Authors Number Percentage
Assistant Professor 521 38%
Associate Professor 204 15%
Professor 187 14%
Research Assistant 164 12%
Ph.D. 106 8%
Lecturer 67 5%
Ph.D. Student 36 3%
Others 32 2%
Master Student 24 2%
Specialist 13 1%
Chartered Accountant 13 1%
Certified Public Accountant 6 0%
Principal Auditor 3 0%
Instructor 1 0%
Total 1,377 100%
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Table 2 shows the distribution of the authors of the articles published in the Wof4S between 1999-

2022 according to universities/institutions. When the universities/institutions that the authors of the 825

articles published in the WofAS are affiliated with between the years 1999-2022 are considered, it is

understood that the university/institution with the highest number of articles is Gazi University with 110

articles. Marmara University with 76 articles, Baskent University with 61 articles, Dokuz Eyliil

University with 56 articles, and Akdeniz University with 49 articles followed Gazi University as the

university/institution that contributed the most. The authors of 76 articles are researchers from various

universities abroad and researchers from different titles working in various institutions and organizations

in Turkey.

Table 2. Distribution of Articles by Universities and Organizations

University/Organization Numbers | University/Organization Numbers
Gazi University (Ankara Haci 122 Military Academy 4
Bayram Veli University

Marmara University 76 Van Yiizlincii Y1l University 4
Baskent University 61 Gebze Technical University 3
Dokuz Eyliil University 56 Ankara University 3
Akdeniz University 49 Middle East Technical University 3
Istanbul University 37 Istanbul Gelisim University 3
Siileyman Demirel University 33 Dogus University 3
Karadeniz Technical University 29 Bandirma Onyedi Eyliil University 3
Burdur Mehmet Akif Ersoy 28 Dicle University 3
University

Afyon Kocatepe University 27 Aydin Adnan Menderes University 3
Kiitahya Dumlupinar University 23 Trabzon University 3
Cukurova University 20 Agr1 Ibrahim Cegen University 3
Erciyes University 18 Yeditepe University 3
Celal Bayar University 18 Recep Tayyip Erdogan University 3
Yalova University 16 Turkish Court of Accounts 3
Pamukkale University 15 Hitit University 3
Mersin University 13 Yildiz Technical University 3
Bilkent University 13 Karamanoglu Mehmet Bey University 3
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Table 2. Distribution of Articles by Universities and Organizations (Continue)

University/Organization Numbers | University/Organization Numbers
Nigde Omer Halisdemir University 13 Namik Kemal University 3
Kirklareli University 10 Trakya University 3
Selcuk University 9 Maltepe University 3
Usak University 9 Hali¢ University 3
Eskisehir Osmangazi University 9 Fatih University 2
Tokat Gaziosmanpasa University 9 Yozgat Bozok University 2
Anadolu University 9 Batman University 2
Kayseri University 9 Kastamonu University 2
[zmir Economy University 9 Ufuk University 2
Karabiik University 8 Kadir Has University 2
Erzincan Binali Yildirim 8 [zmir Bakir¢ay University 2
University

[nénii University 8 Bitlis Eren University 2
Yasar University 8 Nisantas1 University 2
Nevsehir Hac1 Bektas Veli 7 Zonguldak Biilent Ecevit University 2
University

Galatasaray University 7 Artvin Coruh University 2
Hatay Mustafa Kemal University 7 Gilimiishane University 2
Abant Izzet Baysal University 7 Konya Food and Agriculture University 2
Uludag University 7 Kirsehir Ahi Evran University 2
Osmaniye Korkut Ata University 7 Kirikkale University 2
Ege University 7 Alanya Alaaddin Keykubat University 2
Istanbul Commerce University 6 Cag University 2
Balikesir University 6 Public Oversight, Accounting and 2

Auditing Standards Authority

Aksaray University 6 Eskisehir Technical University 2
Ondokuz Mayis University 6 Eastern Mediterranean University 2
Mugla Sitk1 Kogman University 6 OSTIM Technical University 2
Kocaeli University 6 Tarsus University 2
Diizce University 5 TOBB Economy and Technology 1

University
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Table 2. Distribution of Articles by Universities and Organizations (Continue)

University/Organization Numbers | University/Organization Numbers
Bogazigi University 5 Kahramanmaras Siit¢ii Imam 1
University
Ankara Yildirim Beyazit University 5 Atilim University 1
Canakkale Onsekiz Mart University 5 Istanbul Yeni Yiizy1l University 1
Cankaya University 5 Adiyaman University 1
Sirnak University 5 Ahmet Yesevi University 1
Cankir1 Karatekin University 5 Bursa Technical University 1
Zonguldak Karaelmas University 5 Munzur University 1
Giresun University 5 Kilis 7 Aralik University 1
Okan University 5 Bartin University 1
Hacettepe University 4 Canik Bagar University 1
Istanbul Bilgi University 4 Gaziantep University 1
Adana Alparslan Tiirkes Science and 4 Mevlana University 1
Technology University
Atatlirk University 4 Mimar Sinan Fine Art 1
University
Necmettin Erbakan University 4 Altinbas University 1
Bahgesehir University 4 Mardin Artuklu University 1
Kafkas University 4 [gdir University 1
Sivas Cumhuriyet University 4 Istanbul Aydin University 1
[zmir Katip Celebi University 4 Malatya Turgut Ozal University 1
Ordu University 4 Siirt University 1
Bilecik Seyh Edebali University 4 Istanbul Medeniyet University 1
Sakarya University 4 Others 76

Graphic 5 shows the distribution of the articles published in the WofA4S between 1999-2022 according
to the languages in which they were written. Accordingly, 710 (86%) of the articles were written in
Turkish, and 115 (14%) were written in a foreign language. In light of this information, it is concluded
that the majority of the authors tend to publish in Turkish. This is an expected result since it is an

international journal published in Turkey.
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Distribution by Languages
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Graphic 5. Distribution by Languages

Graphic 6 shows the distribution of the articles published in the WofA4S between 1999-2022 according

to research methods. Accordingly, in the mentioned journals, respectively; qualitative research method

in 452, quantitative research method was used in 364, and mixed method (both quantitative research

method and qualitative research method) in 9 of them. According to this, it is concluded that qualitative

and quantitative research methods are preferred more. However, it is seen that authors preferred the

qualitative research method in their studies.
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Graphic 6. Distribution by Methods

Table 3 displays the frequency of use of JEL Codes. Accordingly, table; M40 (Accounting and
Auditing-General), M42 (Auditing), M49 (Accounting and Auditing-Other), M48 (Government Policy

and Regulation), and G32 (Financing Policy; Financial Risk and Risk Management; Capital and

Ownership Structure; Value of Firms; Goodwill) JEL Codes stand out as the most emphasized JEL

Codes.

Table 3. JEL Codes Classification

JEL Classification Numbers JEL Classification Numbers
M40 188 L25 15
M42 106 G21 15
M49 69 G34 15
M48 42 Q56 15
G32 28 Gl11 14
M14 25 G10 13
M10 21 C12 10
G30 17 GO1 10
M41 16 G15 10

Figure 1 shows the most highlighted JEL codes in the word cloud created according to the frequency

of use of JEL codes.
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Figure 1. JEL Codes Classification

Table 4 shows the distribution of articles published in the WofAS between 1999-2022 by keywords.
According to this, the words Accounting (32 times), Accounting Education (31 times), Corporate
Governance and Activity Based Costing (ABC) (23 times), IFRS (21 times), Turkey (19 times),
Financial Performance, and ISE-100 Companies (16 times) were mentioned in the journals as mostly

used keywords.

Table 4. Distribution of Keywords

Keywords Numbers | Keywords Numbers
Accounting 32 SME 7
Accounting Education 31 IFRS 9 6
Corporate Governance 23 Audit Opinion 6
Activity Based Costing (ABC) 23 Panel Data Analysis 6
IFRS 21 Valuation 6
Turkey 19 Accounting Research 6
Financial Performance 16 Accountability 6
ISE-100 Companies 16 International Auditing Standards (IAS) 6
Bank/Banking 16 Quality Costs 6
Financial Statements 15 Literature Review 6
Ethics 15 Forensic Accounting 6
Internal Control 14 IFRS 16 6
Independent Audit/Auditing 14 Accounting Fraud 6
Accountants 14 Continuous Audit/Auditing 6
Borsa Istanbul (BIST) 14 Liquidity 6
Financial Ratios 13 Provisions 6
Management Accounting 13 Independent Audit 5
Integrated Reporting 12 Audit Quality 5
Turkish Financial Reporting Standards 12 Revenue 5
Financial Crises 11 Cost Accounting 5
Internal Auditing/Audit 10 Sustainability Index 5
Accounting Professional 10 Audit 5
Fair Value 10 Audit Firms 5
Financial Reporting 9 Data Envelopment Analysis 5
Sustainability Reporting 9 Exchange Rate 5
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Table 4. Distribution of Keywords (Continue)

Keywords Numbers | Keywords Numbers
Cost Management 9 Intellectual Capital 5
Target Costing 9 Information Technologies 5
Content Analysis 9 Ethics Education 5
Audit Committee 9 IAS 1 5
Profitability 8 Economic Value Added (EVA) 5
Istanbul Stock Exchange 8 Granger Causality Test 5
Information 8 Efficiency 5
Time-driven Activity Based Costing 8 Initial Public Offering 5
System/Model

Cash Flows 8 IAS 39 5
Corporate Social Responsibility 8 Financial Analysis 5
Corporate Governance Index (CGI) 8 Creative Accounting 5
Accounting Students 8 Audit Firms 5
Internal Control System 8 Liquidity 5
Harmonization 8 Accounting Policies 5
Accounting Information System 7 Inflation Accounting 5
External Audit/Auditing 7 Certified Public Accountants (CPA) 5
Intangible Assets 7 Sarbanes-Oxley Act 5
Audit Reports 7 Financial Ratio Analysis 5
Carbon Emission/Green Accounting 7 Firm Performance 5

Figure 2 demonstrates that the prominent keywords are highlighted in the word cloud, which is

created according to the frequency of use of the keywords.
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Figure 2. Distribution by Keywords

Table 5 shows the distribution of the articles published in the WofA4S between 1999-2022 by topics.
This table shows how the topics are distributed according to the sub-contents of the keywords used.
Accordingly, the topic of 115 articles was Accounting Standards/Financial Reporting Standards, the
topic of 72 articles was Management/Cost Accounting, the topic of 53 articles was Financial
Management, the topic of 53 articles was Accounting Education, and the topic of 42 articles was

Financial Performance. Classified as others (24 topics) consist of individual studies that are not included
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in a common category. Keywords were taken from the abstract. Topic categories were determined by

analyzing the topic title, abstract, and introduction sections.

Table 5. Distribution of Topics

Topic Numbers | Topic Numbers
Accounting /Financial Reporting - .

Standards 115 Auditing Profession 7
Management/Cost Accounting 100 Inflation Accounting 7
Financial Management 53 Behavioral Accounting 6
Accounting Education 53 Forensic Accounting 6
Financial Performance 42 Financial Instruments 6
Financial Markets 38 Hedge Accounting 6
Independent Audit 35 Insurance Accounting 6
Accounting Profession 32 Taxing 6
Accounting Studies 32 Governmental Accounting 5
Accounting Information Technology 27 Accounting and Law 4
Corporate Governance 25 Budgeting 4
Ethics 20 Creative Accounting 4
Financial Analysis 20 Fraudulent Financial Reporting 4
Audit 18 Accounting History 3
Audit Standards 14 Accounting Theory 3
Internal Control 13 Continuous Audit 3
Integrated Reporting 12 Segment Reporting 3
Internal Audit 10 Accounting Culture 2
Environmental Accounting 9 Accounting Principles 2
Sustainability Reporting 9 Accounting System 2
Firm Performance 8 Accounting Terms 2
Fraud Auditing 8 BOBI FRS 2
Risk Management 8 Digital Auditing 1
Accounting Policy 7 Other 24

Table 6 shows the bibliometric analysis of the articles published in the WofA4S between 1999-2022
according to their topics and keywords used. Accordingly, the word "Accounting" was the most
discussed theme with 98 links and 145 total links strength. This is followed by the word "IFRS" with 53
links and 75 total links strength. The phrase “Analysis” is also one of the important themes with 51 links
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and 67 total links strength. The word “Audit” is another important theme with 48 number of links and

56 total links strength.

Table 6. Bibliometric Analysis of Topics and Keywords

Words Number of Links Total Links Strength
Accounting 98 145
IFRS 53 75
Analysis 51 67
Audit 48 56
Cost 47 67
Activity 44 91
Model 42 49
Company 41 48
IAS 39 55
Turkey 38 40
Auditing 36 40
Corporate Governance 35 44
Costing 33 78
Accounting Education 32 45
Ethics 31 43
Financial Reporting 31 39
Theory 30 41
Management 29 45
Profitability 28 34
Financial Performance 27 30
Risk 25 32
Valuation 25 27
Standards 25 29
Performance 24 25
Quality 24 24
Law 24 24
Index 23 26
ISE 23 26
TFRS 22 32

547



Havva Nur CIFTCI, Gokhan KILIC, Melike AYDOGDU
Mubhasebe Bilim Diinyasi Dergisi 2023, 25(4), 526-557

Table 6. Bibliometric Analysis of Topics and Keywords (Continue)

Words Number Of Links Total Links Strength
Integrated Reporting 22 31
Internal Control 22 28
Borsa Istanbul 22 23
Market 20 23
Standard 20 21
Istanbul Stock Exchange 19 24
Asset 19 26
Internal Auditing 19 22
Fair Value 19 21
Financial Statement 17 23
Accounting Standard 17 18
Accountant 17 21
Development 17 20
Board 16 17
Accounting Profession 15 18
Content Analysis 15 17
Cost Management 14 19
Audit Committee 12 15
Accounting System 11 14
Accounting Information 11 11

System
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Figure 3 presents the relationship between topics and keywords and number of links and the total
link strength visually. It shows the links between keywords and topics and the topics that have the
highest link strength with keywords by using the science mapping analysis technique. The strongest
links are with words such as accounting auditing accounting education ethics, accounting professionals,
cost financial reporting, financial performance, IFRS, and TFRS. This shows us on which topics the
publications in the journal are concentrated and which keywords have links between them. When the
connection between keywords is examined, it is noteworthy that there are not only topics around
accounting where financial information is studied but also topics where non-financial information is
also analyzed. Figure 3 shows that few studies address the relationship between accounting topics and
technology. In addition, the relationship between artificial intelligence and accounting topics was not

examined. Since the strength of the links between accounting education and accounting standards and
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cost and managerial accounting topics was also found to be quite low, studies that address accounting

education more specifically could be conducted.
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Figure 3. Bibliometric Analysis of Articles by Topics and Keywords
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Table 7 shows the distribution according to the standards used in the articles published in the Wof4S
between 1999 and 2022. As shown in Table 5, the number of studies on accounting standards is quite
high. For this reason, the details of the standards topic are shared separately due to the diversity of
accounting standards subtopics and the fact that they cover specific topics. Here under this, in the articles
published between 1999 and 2022 TAS 38 Intangible Assets (8 articles), TAS 39 Financial Instruments:
Recognition and Measurement (8 articles), TAS 12 Income Taxes (7 articles), TFRS 9 Financial
Instruments (7 articles), TAS 41 Agricultural Activities (6 articles) and TFRS 8 Operating Segments (5

articles) were mostly discussed.

Table 7. Distribution of Standards

Standard Number Standard Number
TAS 38 8 BOBI FRS 9 1
TAS 39 8 FAS 157 1
TAS 12 7 ISAE 3000 1
TFRS 9 7 ISAE 3400 1
TAS 41 6 TAS 23 1
TFRS 8 5 TAS 11 1
TAS 1 4 TAS 15 1
TAS 2 4 TAS 24 1
TAS 10 7 TAS 28 1
TAS 37 5 TAS 32 1
TFRS 16 4 TAS 18 1
TAS 16 4 TFRS 1 1
TAS 36 4 TFRS 11 1
TAS 19 4 TFRS 13 1
TAS 20 3 TFRS 3 1
TAS 7 3 TFRS 6 1
TFRS 15 3 TFRS 7 1
TAS 9 3 TSA 520 1
TFRS 10 3 TSA 570 1
TAS 17 2 TSA 701 1

Table 8 shows the distribution of the two most preferred topics in the articles published in the Wof4S
between 1999 and 2022 by years. The distribution of the trend topics by years is examined, and it can
be concluded that they are compatible with the prominent developments in the relevant periods. It is
seen that the trendiest topics are Accounting Standards/Financial Reporting Standards. This topic is in
parallel with the development of accounting standards in Turkey and regulations in Turkey. Studies on
accounting standards were initiated in 1999 with the development of accounting practices by the Turkish
Accounting and Auditing Standards Board (TMUDESK). Afterwards, the Turkish Accounting
Standards Board (TMSK) was established in 2002 and the Public Oversight Accounting and Accounting
Standards Institution (KGK) was established in 2011. Thus, in this period and afterward, studies on

accounting standards became the trendiest subjects. In 2008 and 2009, with the impact of the global
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crisis, besides accounting standards/financial reporting standards, financial management and accounting
training came to the fore. Just because during this period, accounting and financial reporting were shown

as the cause of the crisis. In 2012, the inclusion of corporate government and independent auditing in
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the Turkish Commercial Code attracted the attention of the authors.

Table 8. Trend Topics by Years

Years Topics
1999 | Accounting Standards/Financial Management/Cost Accounting
Reporting Standards
2000 | Accounting Studies Accounting Education
2001 Accounting Standards/Financial Accounting Education
Reporting Standards
2002 | Management/Cost Accounting Financial Performance
2003 Accounting Standards/Financial Management/Cost Accounting
Reporting Standards
2004 | Accounting Standards/Financial Management/Cost Accounting
Reporting Standards
2005 Financial Performance Forensic Accounting
2006 Accounting Standards/Financial Financial Performance
Reporting Standards
2007 | Hedge Accounting Management/Cost Accounting
2008 | Accounting Standards/Financial Financial Management
Reporting Standards
2009 | Accounting Standards/Financial Accounting Education
Reporting Standards
2010 | Accounting Studies Financial Management
2011 Accounting Information Technology Accounting Education
2012 Corporate Governance Management/Cost Accounting
2013 Independent Auditing Accounting Standards/Financial Reporting
Standards
2014 | Accounting Education Accounting Standards/Financial Reporting
Standards
2015 Independent Auditing Ethics
2016 | Accounting Standards/Financial Cost Management
Reporting Standards
2017 | Accounting Education Accounting Standards/Financial Reporting
Standards
2018 | Accounting Standards/Financial Integrated Reporting
Reporting Standards
2019 | Accounting Education Accounting Standards/Financial Reporting
Standards
2020 | Accounting Standards/Financial Independent Auditing
Reporting Standards
2021 Financial Performance Corporate Governance
2022 Accounting Standards/Financial Financial Performance
Reporting Standards

Graphic 7 shows the number of citations received by the articles published in the WofA4S between
2014-2022. This data can only be reached after 2014. This table was created through the DERGIPARK
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system. As can be seen from the table, the articles published in the journal were cited mostly 266 times
in the year of 2018 and the articles published in the journal were cited at least 7 times in the year of

2022.

‘ 266 Citations
17 ®m Number of Articles

150 200 250 300

Resource: https.//app.trdizin.gov.tr/dergi/TVRnMES5qWT0/muhasebe-bilim-dunyasi-dergisi
Graphic 7. Distributions of Citations
4. CONCLUSION

In the study, the bibliometric profile of the articles published in Wof4S between 1999-2022 was
obtained. In this context, various research questions were formed by examining the articles published in

the journal, and evaluations were made regarding these questions.

When the distribution of the articles published in Wof4S is examined, it is seen that a generally
balanced distribution is observed. While the least number of articles were published in 2003, the most
articles were published in 2019. The distribution of the articles in the study according to the number of
pages is examined, it is understood that the average number of pages is between 21-30. Considering that
the page numbers of academic studies are similar, it can be stated that the page numbers are parallel for
WofAS. When the distribution of the published articles according to the number of authors is examined,
it is seen that the studies are generally done with two authors. The distribution of the authors of the
articles according to their titles is examined; the authors with the title of Assistant Professor at the most;
it is seen that master students and other non-academic authors are included at least. Considering the
distribution of the articles according to the institutions where the authors work, it is seen that the
universities that contributed the most to the literature are Gazi University (Ankara Haci Bayram Veli
University). Most of the articles in the study examined were written in Turkish. From this point of view,

it can be interpreted that the authors prefer to write their works in the mother tongue. It is seen that the
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citations used in the articles in the study are mostly articles written in a foreign language. It can be
concluded that the authors of the mentioned articles prefer to benefit from the articles written in a foreign
language in their studies. The distribution according to the research methods used in the articles in the
study was examined, and it was determined that the qualitative research methods were used relatively

more.

The distribution of the articles in the study according to JEL Codes was examined, and it was seen
that the articles were mostly classified according to M40 and M42 codes. M JEL code generally
represents the fields of Business Management and Business Economics, Marketing and Accounting.
The most used M40 represents accounting (general) and M42 represents auditing. The distribution of
the articles according to the keywords is examined, and has been determined that the words,
“Accounting”, “Accounting Education”, “Corporate Governance”, “Activity Based Costing”, and

“IFRS”, are the most frequently repeated.

Considering the distribution of the articles in the study according to their topic, it is seen that the
topic of “Accounting Standards/Financial Reporting Standards” is the most, “Management/Cost
Accounting”, “Financial Management” and “Accounting Education”, which is sub-branches of
accounting. When the keywords and topics are associated with each other, it can be said that the use of
the topics and keywords is compatible. According to the science mapping, analysis made between the
topics and keywords for this purpose; it has been determined that the words “Accounting”, have the
most links and have the highest strength link. Also, the use of the keyword “International Financial
Reporting Standards” is quite remarkable. This is because the studies on Financial Reporting have an
important place in the literature. According to the distribution of accounting standards studied in the
articles examined in the study, it was seen that TAS 8 Intangible Assets and TAS 39 Financial

Instruments: Recognition and Measurement, were mostly discussed.

Analysis of the trend subject distribution by year shows that it is consistent with the key
developments in the pertinent years. The most popular topic appears to be accounting standards and
financial reporting standards. This is significant considering the developments and regulations in
accounting standards. Along with the amendment made in the Turkish Commercial Code, regulations
regarding corporate governance and independent auditing also affected the distribution of trend topics

in 2012 and beyond.

Citation analysis could only be examined between the years 2014-2022 with the help of the
DERGIPARK system. The citation analysis made to the articles in the study are examined, it is seen
that the most citations are to the articles written in 2018. Although the number of articles published in
that year is less than in other years, it can be concluded that the subjects included in the studies are at

the forefront in terms of providing resources for other researchers, with more citations.
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This study is essential in terms of understanding the distribution of the articles published in Wof4S
during a twenty-four-year period and demonstrates the full picture of the journal’s situation in 22 years.
Our findings will likely benefit the WofAS editorial board to specify the journal’s future strategy. The
results are useful for increasing the journal’s productivity, identifying main themes, publication trends,
and planning for the future. It is expected that this study will guide the authors in their studies. It is a
guide for future authors in terms of which areas to focus on. Future authors may do this study by revising

the period.

This may be interpreted as a decrease in the number of articles submitted to the journal or in the rate
of acceptance. However, it is not possible to determine the exact reason since no such data is provided
by DERGIPARK. In addition, the numbers of the journals between 1999 and 2015 are not available in
the DERGIPARK. If such data were available, it could lead to a meaningful conclusion about the

journal's publication policy.

When the publications made in recent years are analyzed, it is seen that there has been an increase in
studies on sustainability reporting, corporate governance, and environmental performance. With the
recent technological developments, the impact of artificial intelligence applications on our lives has
increased. Therefore, it may be a research question whether there is an interaction between the most
studied topics and artificial intelligence. By approaching these areas from different perspectives, authors

can produce high-value-added studies.

The lack of a relationship with theory, which is one of the most important elements of a scientific
study, has been observed in most of the studies. In this respect, the accepted studies should be evaluated.
Accounting education is generally addressed in the studies and studies on how the education of the sub-

fields of accounting can be increased.

The effect of normative accounting theories was observed in the studies. The authors' giving
importance to positive accounting theories may help us to better address the issues discussed in the

world.
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