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Abstract

This study examines the causes, nature and consequences of
deficiencies in Kuwait accounting; evaluates the accounting guidelines
introduced in January 1987; and recommends a new approach for

regulating accounting in Kuwait, to remedy the present deficiencies.

After reviewing the theory.related to accounting standard-setting,
we examine in detail the laws affecting the Kuwaiti accounting
profession, and the accounting practices currently employed. It is shown
that inadequate, piecemeal regulation, a weak profession, and the lack of
a sound theoretical base founded on the characteristics and needs of the
local environment, have resulted in ambiguity, and diverse practices. The
information provided is therefore not sufficiently reliable and comparable

to meet users' needs.

These assertions are supported by presentation and statistical
analysis of the findings from an empirical survey of the views of users
and preparers of financial information. A number of hypotheses are
tested, related to the objectives and nature of financial information, and

ways of improving the system.

We recommend greater uniformity in Kuwaiti accounting, and submit
detailed proposal for reorganisation of the profession, including the

creation of a new independent regulatory body.

15



Chapter Seven
The Second Questionnaire: Opinions of Preparers of

Financial Statements

7.1 Questionnaire II (Producers of Accounts)

This chapter is devoted to the examination of the second
questionnaire (the accountants and other people concerned with the
profession) to gauge the perception of accountants regarding the

development of the accounting system in Kuwait.

7.1.1 The Questionnaire:

The questionnaire was constructed to analyse the impact of economic
development and foreign accounting methods on the Kuwaiti
accounting system, the role of the accounting profession in advancing
the accounting system in Kuwait, and the development of the

accounting system.

7.1.2 The Build-up of Question Sequence:

The questionnaire is self-explanatory. The respondents were
instructed on how to complete the questionnaire, emphasising: -(1)
definition of the purpose of the questionnaire, (2) that the names of
respondents would not be required. The questions were divided into
five parts, each part identified with a title. The first three parts were
concerned with economic development, foreign accounting methods,
and the accounting profession. The fourth group of questions covered:

(1) evaluation of the different parties concerned with the development

16



of the accounting profession, and (2} proposed solutions for
developing the profession in general and setting accounting standards

in particular. The final section was for general information.

7.1.3 The Order of Questions Within Fach Question Sequence:

As emphasised in table (7-1), the first section of the questionnaire
asked about the effect of economic development on different aspects of
accounting. The second section asked about the impact of foreign
accounting methods on the accounting system in Kuwait. The third
section was concerned with evaluating the role of the accounting
profession in developing the accounting system. Section four (like the
fifth section in the first questionnaire) was devoted to examination of
respondents' views towards the improvement and development of the
accounting system, after evaluation of the current system and the
parties concerned with the profession. The final part of the
questionnaire was devoted to general information, for instance:

qualifications, job title, ...etc.

7.1.4 Results of the Second Questionnaire:

In the previous chapter, the researcher explained the methods used
for the empirical investigation. This chapter will present and discuss

the results descriptively.

The discussion of the background factors of the participants includes

qualifications, job titles, types of organisation, and nationality.

Descriptive statistics are used to indicate the respondents' evaluation
of the impact of economic development, foreign accounting methods,

17



and the accounting profession, with regard to different aspects of

accounting .

Finally, we discuss respondents' views regarding the contribution of
parties concerned in developing the accounting system in Kuwait,
their views regarding the proposed level of involvement of these
parties in advancing the system, and their suggestions for future
improvement. In this chapter emphasis will be on presentation of
results, the testing of hypotheses Wwill follow in a later chapter. Before
the presentation of the data based on the field work, however,

mention will be made by way of introduction of general data.

7.1.4.1 Respondents' Background Factors:

Information was gathered to provide means of classifying respondents
according to qualifications, categories of job, work environment and
nationality. The following sections discuss each of these background

factors.

7.1.4.1.1 Qualifications

The respondents were classified into two main groups: respondents
with accounting qualifications and respondents with other
qualifications. The distribution of the two groups is shown in table (7-

2) and table (7-3).

As can be seen from the first table, 88.9% of respondents have
accounting qualifications. The breakdown of this qualification
includes the following: 51.6% of the respondents have a bachelor

degree, 10.6% have a master degree, 15.5% have a Ph.D., and 11.2%

18



have a professional degree. Respondents who do not have a
recognised accounting qualification constitute 1.9% of the sample,
while 9.3% of respondents did not specify which qualifications they
had.

7.1.4.1.2 Job Title:

A variety of occupations were stated by respondents. Their positions

are shown in the following table (7 -14).

Although these respondents gave various and diversified replies due to
their different backgrounds, these multiple responses provide an
insight into the determining factors affecting their attitudes toward
development of the accounting system. A first glance at the sample
combination and the associated backgrounds of the participants
indicates that 29.2% of respondents are auditors, 28.6% of them are
accountants, 16.8% are academics, 11.8% of them are consultants,
and 6.2% of them are financial manager or controllers. 7.5% of

respondents did not specify their job title.

7.1.4.1.3 Type of Organisation:

The distribution of the respondents among different types of

organisations is shown in table (7-5).

From this table it can be seen that investment companies and
accounting firms constitute the majority of organisations represented
(57.8%), 16.8% of the respondents are from academic institutions,
and 17.4% of them from the government sector. 8.1% of respondents

did not specify their work environment.

19



7.1.4.1.4 Nationality:

Table (7-6) shows that the majority of the respondents, 53.4%, are

non-Kuwaiti.
Conclusion:

In conclusion, 88.9% of our respondents have accounting
qualifications, 57.8%% of them work in investment companies and
accounting firms, and finally 53.4% of our respondents are non-

Kuwaiti.

7.1.4.2 Economic Development:

7.1.4.2.1 Respondents' Views on the Extent to Which the
Economic Development Influences the Accounting

System:

The respondents were instructed to rate the level of influence of
economic development on the accounting system. On this rating, 1
meant highly favourable, 2 meant somewhat favourable, 3 meant
neutral, 4 meant somewhat unfavourable, and 5 meant highly

unfavourable.

The ratings determined by respondents are presented in table (7-7),

from which, the following results can be summarised:

As to the impact of economic development on the accounting
system, table (7-7) indicates that accounting skills and
qualifications, usage of information, expansion of accounting
firms services, accounting education, and accounting and
auditing practices, respectively, are the aspects most strongly

20



affected by economic development. More than 90% of the
respondents considered that economic development has a

favourable impact on these aspects.

The other aspects (accounting requirements, quality of
information provided, and professional ethics) were less affected
by the economic development. 64.6% of the respondents
considered economic development has a favourable impact on
accounting requirements; 57.8% of them considered it has
favourable impact on quality of information provided, and 48.5%

considered it has favourable impact on professional ethics.

The replies demonstrated some measures of agreement regarding
the impact of the economic development on different accounting
aspects. 93.8% of respondents considered that the economic
development has a highly or somewhat favourable impact on
accounting skills and qualifications, and also usage of
information. 93.1% of respondents considered that the economic
development has a highly or somewhat favourable impact on
accounting education, and accounting and also auditing
practices. 91.3% of respondents considered that economic
development has a highly or somewhat favourable impact on
expansion of accounting firms' services. 78.3% of respondents
considered economic development has a highly favourable impact
or neutral effect on accounting requirements. 77.1% of
respondents considered economic development has a highly
favourable impact or a neutral effect on quality of information

provided, and finally, 75.8% of respondents considered that
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economic development has a highly favourable impact or neutral

effect on professional ethics.

7.1.4.2.2 Respondents' Views on the Relationship Between
Economic Questions and Accounting System:

Respondents were asked to rate on a five point scale the level of
agreement with various statements exploring the relationship between
economic questions and the accounting system. On this rating, 1

meant agree, 3 meant neutral, 5 meant disagree.

The ratings determined by respondents are presented in table (7-8),
which summarises the level of agreement with each proposition. From

the table, the following can be noted:

- The first issue examined was the cause of the unofficial stock
market crisis (Almanakh, 1982). The majority (66.5%) of
respondents agreed that lack of adequate accounting information
was one of the causes of this issue, a small percentage (18.6%) of
the sample disagreed with this, and the remainder neither agreed

nor disagreed.

- Regarding the underestimation of the value of financial
information as a measure of industrial prosperity, most
respondents (85.1%) agreed on this issue, and only a very small

percentage disagreed (4.9%).

- The response of respondents to item (C), "the lack of proper

accounting records hampers the expansion of commercial

[E9]
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sectors” was similar to the response to the previous item, in that

more than 80% of the respondents agreed with this statement.

Respondents were further requested to agree or disagree with the
statement that the accounting outputs are not properly used for
national purposes. More than 70% of respondents agreed with

this statement.

Not surprisingly, a large number (79.5%) of respondents agreed
that the shortcomings in public planning are to some extent
related to insufficient accounting information. 78% of
respondents agreed that although accounting techniques have
positive impact on economic prosperity, little consideration is

given to this factor.

Respondents were asked whether they agreed that Kuwait stock
market efficiency is significantly related to and well served by the
availability of adequate accounting information. Their responses

broadly (81.4%) coincided with above statements.

Regarding the question whether too little attention is given to the
importance of accounting information for control and follow up in
Kuwait, a substantial number of respondents answered in the

affirmative (72.7%).

Overall, it is apparent that respondents realise a positive

relationship between economic issues and the accounting system.



7.1.4.3 Foreign Accounting Methods :

7.1.4.3.1 Respondents' Views on the Degree of Influence of the
Foreign Accounting Methods on the Accounting

System:

The respondents were asked to rate the degree of influence of foreign
accounting methods on the accounting system. On this rating, 1
meant highly favourable, 2 meant somewhat favourable, 3 meant
neutral, 4 meant somewhat unfavourable, and 5 meant highly

unfavourable.

The ratings determined by respondents are presented in table (7-9),

from which the following results can be summarised:

- Table (7-9) indicates that accounting skills and qualifications,
and expansion of accounting firms' services, respectively, are the
aspects most favourably affected by foreign accounting methods.
91.9% of respondents considered that foreign accounting
methods have favourably affected accounting skills and
qualifications, while 88.8% of them agreed on the favourable
effect of foreign accounting methods on expansion of accounting

firms' services.

- The other aspects were less favourably affected by foreign
accounting methods; the percentage of agreement on these

aspects ranged from 50.3% to 62.1%.

- The replies demonstrated some measure of agreement regarding
the impact of foreign accounting methods on different aspects of

accounting. 91.9% of respondents considered that foreign
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accounting methods have a highly or somewhat favourable
impact on accounting skills and qualifications. 88.8% of
respondents considered that foreign accounting methods have a
highly or somewhat favourable impact on expansion of
accounting firms' services. 78.9% of respondents considered that
foreign accounting methods have a highly favourable or neutral
impact on accounting requirements. 76.9% of respondents
considered that foreign accounting methods have a highly
favourable or neutral impact on accounting education. 73.9% of
respondents considered that foreign accounting methods have a
highly favourable or neutral impact on usage of information.
72.7% of respondents considered that foreign accounting
methods have a highly favourable or neutral impact on

professional ethics.

7.1.4.3.2 Respondents Compliance with Accounting Practices:

The respondents were asked to reveal their pattern of compliance

with accounting practices. The answers determined by respondents

are presented in table (7-10). From the table the following can be

noted:

Only 8.1% of the respondents are practising in accordance with

the Permanent Technical Committee Guidelines (PTCQG).

3.1% of respondents who followed the Statements of Standards
Accounting Practices (SSAP), while 5.6% follow Financial

Accounting Standards ([FAS).

[RS]
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- The majority of respondents (42.2%) follow International

Accounting Standards (IAS).

- 36.6% of them followed more than one set of standards. Of those,

most followed a combination of PTCG and IAS.

7.1.4.4 Accounting Profession:

7.1.4.4.1 Respondents' Views on the Contribution of the
Accounting Profession in Developing the Accounting
System:

In the third section of the questionnaire, respondents were asked to
rate on a five point scale the degree of contribution of the accounting
profession in developing the accounting system. On this rating, 1

meant encouraging, 3 meant neutral, and 5 meant discouraging.

The ratings determined by respondents are represented in table (7-

11), from which the following can be noted:

- When we turn to the statistics covering the contribution of the
accounting profession in advancing the accounting system, we
see from table (7-11) that a higher incidence of neutral responses

occurs here than in any previous results.

- The first issue examined was the contribution of the profession to
accounting regulations. The majority (59.6%) of respondents
considered the contribution of the profession in this aspect had
been encouraging. whereas 5.2% considered it had been

discouraging.



Regarding conducting effective training for firms and individuals,
less than half of the respondents agreed that the profession had
performed this role, and a small percentage of the respondents

disagreed on this (7.4%).

Responses to item (C) of this question (organising local studies)
were less positive, compared with the previous item. 37.3% of
respondents felt that the profession's contribution had been

Al

positive.

Not surprisingly, a low percentage of respondents (31%) felt that
the profession is positively responding to national accounting
demand. Half of them were neutral on this matter, and 18.6% of
respondents had unfavourable views about the contribution of

the profession.

Respondents were further asked to indicate their views regarding
the role of the profession in furnishing the market with well
qualified accountants. 43.5% of them agreed that the profession
had contributed encouragingly in this aspect, 8.6% of the
respondents disagreed and 47.8% of them neither agreed nor

disagreed.

As to the contribution of the profession in providing an adequate
information reporting system for investmenf decision making, the
table indicates that 44.7% of the respondents reacted positively
and the rest were neutral (43.5%) or felt the contribution was

discouraging (11.8%).



Respondents were asked about the contribution of the accounting
profession in advancing public accounting procedures. Half of
them agreed that the profession is contributing encouragingly,
42.2% of them were neutral, and the remainder disagreed. -
Regarding the question of the profession strengthening channels
of communication with international accounting bodies, the
respondents who considered the profession has contributed
positively were 47.8%, and the rest were neutral (40.4%) or

disagreed (11.8%).

The majority of the respondents considered that the profession is
contributing positively toward setting binding ethical rules for

accounting practices, but 7.4% of them disagreed.

Also, it was observed from responses to this question that the
profession was considered to be contributing positively toward
sound public recognition by 48.5% of the respondents. However,
43.5% of responses neutral while 7.5% of respondents had

unfavourable views on this matter.

Only 41% of respondents agreed that the profession is co-
ordinating with the government and private agencies in the
advancement of the accounting function, 44.7% of them were

neutral on this issue, and 14.3% disagreed.

Regarding the contribution of the profession in ensuring
sufficient education for accountants at university level, only

37.9% of respondents considered the profession to be making



encouraging contribution. 23.3% of them disagreed, and the rest

were neutral.

Finally, 51.6% of respondents agreed that the profession had
contributed positively in assisting with the setting up of required
standards for practising accountants' licences. 13.6% of them
disagreed, while the rest (42.9%) were neither agreed nor

disagreed.

h

As to the degree of contribution of the profession to some
accounting aspects. both median and mode are 3 (neutral) except
in the case of contribution of the profession to accounting
regulations (mode 1, median 2). and contribution in setting

binding ethical rules for accounting practices (mode 3, median 2).

Of those issues in which the respondents endorsed the
contribution of the accounting profession, the most outstanding
is that which deals with contribution to accounting regulation.
59.6% of respondents agreed that the profession has
encouragingly contributed, with only 6.2% in the area of general
disagreement, claiming they had not. The incidence of neutral

responses here was 33.5%.

The researcher notes that the most contentious issue was the
contribution of the profession in ensuring sufficient education for
accountants at university level. Only 37.9% generally agreed that
the profession has a positive role in this issue, 23.6% believed the

opposite, and 38.5% registered neutral response.



The following can fairly describe the present status of the

accounting profession, and why the respondents in general have

low satisfaction with the contribution of the profession in

improving the accounting system:

* It is found that public recognition of the accounting
profession is low.

*  An organised profession is not yet established in Kuwait,
which affects the status of the accounting system as a whole.

* The role of accounting and accountants is underestimated by
the public in general, and the government in particular.

*  Kuwait lacks sound accounting rules, conducts, and ethical

ruling.

7.1.5 Summary:

A-

88.9% of the respondents have accounting qualifications, 57.8%
of them work in investment companies and accounting firms, and

finally, 53.4% of our respondents are non- Kuwaiti.

B- Respondents demonstrated agreement regarding the impact of

economic development on different aspects of accounting, e.g.
accounting skills and qualilications. usage of information,
accounting education.... etc.

The positive relationship between economic issues and the
accounting system was rated in the range from agree to slightly

agree.

D- The influence of foreign accounting methods was considered to be

an incentive to the accounting system, the mean ranged from

1.684 to 2.608, representing somewhat favourable.
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E- The majority of the respondents follow IAS, others follow local or
other international standards.

F- The majority of respondents neither agreed nor disagreed
regarding the favourable contribution of the accounting
profession in advancing the accounting system.

G- The answers regarding the contribution of the profession to
different accounting aspects, ranged in the main  from 2.113 to
2.714, which is not far from 3 (neutral).

7.2 Comparison Between Users' and Accountants' Views Regarding
Improvement of the Accounting System:

This section concerns six questions which were asked of both
categories (users and accountants), and will compare the two
categories of respondents in terms of their evaluation of and ideas for
improving the accounting system.

7.2.1 Respondents' Evaluation of the Performance of the
Permanent Technical Committee (PTC):

The respondents were instructed to rate their evaluation of
performance of PTC. On this rating, 1 meant excellent, 2 meant good,
3 meant moderate, 4 meant poor, and 5 meant not aware of the

activity of the committee.

The rating determined by respondents is presented in tables (7-12, 13,
and 14). The first table presents the users' evaluation of the
performance of the PTC. The second one presents the accountants'

evaluation of the performance of PTC. Table (7-14) presents a
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comparison of the two samples' views regarding the same matter.

From these, the following results can be summarised:

- From the tables, 10.2% to 26.6% of the users considered the
PTC's performance to be excellent or good, whilst the accountants
who considered the PTC's performance excellent or good ranged

from 21.7% to 37.9%.

- In addition, 53.2% to 65.2% of users considered the PTC's
performance to be moderate or poor, while the proportion of
accountants who considered the PTC's performance to be

moderate or poor ranged from 45.9% to 59.6%.

- The respondents who did not know about the performance of the
PTC ranged from 18.4% to 32.9% in the case of the users , and

from 13% to 18% for the accountants.

- In other words, the PTC's performance was more favourably
regarded by the accountants than by the users. The grand mean
for the users' sample, 3.599, and for the accountants' sample,

3.218.

- For the users, the mode and median scores for thc best two
activities, (setting objectives of financial reporting and quality of
the guidelines) are 3 (moderate), and for the other four activities,

the mode and median scores are 4 (poor).

- For the accountants, the mode score is 4 (poor) and the median
score is 3 (moderate) for the first five activities, and for the worst

two activities (allowing other parties to contribute in setting the

el
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guidelines, and the manner in which the PTC has promulgated

the guidelines) the mode and median scores are 4 (poor).

- The users and accountants demonstrated some measures of
agreement in evaluating the activities of the PTC. The best three
activities for the two samples are setting objectives of financial
reporting, quality of the guidelines and mandatory compliance.
The worst two activities for both respondents are allowing other
parties to contribute in setting*the guidelines, and the manner in

which the PTC has promulgated the guidelines.

- Generally, respondents supported the proposition that the PTC
has deficiencies in the performance of its tasks, making it difficult
for it to achieve designated goals. This conclusion is very clear
when referring to the mean, mode. and median scores. These
scores are very high, indicating dissalisfaction of the respondents

regarding the PTC's performance.

7.2.2 Respondents' Evaluation of the Present Contribution of

Concerned Parties in Advancing the Accounting System:

The respondents were asked to rate the degree of contribution of the
different concerned parties on a four point scale. On this rating, 1

meant excellent, 2 meant good, 3 meant moderate, and 4 meant poor.

The ratings determined by respondents arc presented in three tables
(7-15, 16, and 17). Table (7-15) presents a summary of the users'
answers, the second table presents a summary of the accountants'
answers, and table (7-17) presents a comparison of the two results.

From these tables, the following can be noted:



As to the degree of contribution from the users' point of view,

table (7-15) indicates the following ranking, which is based on

mean points scores ascribed to respondents’ rating of each of the

seven parties:

*

Government (Ministry of Trade and Industry) (most
contributing party);

Kuwaiti Society for Accountants and Auditors (second most
contributing party); .

Accounting firms (third most contributing party);

Audit bureau (fourth most contributing party);

Academic institutions (fifth most contributing party);

Stock Exchange (sixth most contributing party); and

Private sector (seventh most contributing party).

Table (7-16) indicates that accountants rank the contribution of

the various parties slightly differently. The table presents the

following ranking, which is based on mean points scores ascribed

to respondents' rating of each of the seven parties:

*

Government (Ministry of Trade and Industry) (most
contributing party);

Kuwaiti Society for Accountants and Auditors (second most
contributing party);

Accounting firms (third most contributing party);

Academic institutions (fourth most contributing party);
Stock Exchange (fifth most contributing party);

Audit bureau (sixth most contributing party); and

Private sector (seventh most contributing party).
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The replies demonstrated some measure of agreement regarding
the degree of contribution. More than two thirds of the
respondents of the two samples considered that the government
and Kuwaiti Society for Accountants and Auditors make a good or
moderate contribution in advancing the accounting system.
About 63% of the users considered that accounting firms make a
good or moderate contribution, and the same percentage of
accountants considered accou‘nting firms make a good or poor

contribution in advancing the accounting system.

64.6% to 73.4% of the users and 62.2% to 78.9% of the
accountants considered that the audit bureau, stock exchange,
private sector, and academic institutions make a moderate or

poor contribution in advancing the accounting system.

The mode and median score for the most contributing party (the

government) is 2 (good) in both samples.

The mode score for the least contributing party (private sector) is

4 (poor) and the median score is 3 (imoderate) in both samples.

The grand mean is 2.780 and 2.989 for users and accountants,
respectively, which is near 3 (moderate). In other words, the
accountants are slightly more dissatislied than the users with the
contribution of the different parties in advancing the accounting

system.



- Generally, however, it seems that the respondents in both
samples do not rate highly the contribution of the different

concerned parties in advancing the accounting system.

7.2.3 Respondents' Views on Degree of Proposed Involvement of

Concerned Parties in Improving the Accounting System:

Respondents were asked to rate on a five point scale the degree of
proposed involvement of concerned parties in improving the
accounting system. The scale ranged from 1 (high involvement) to 5
(low involvement). The ratings determined by respondents are
presented in tables (7-18. 19, and 20). The first table presents the
users' opinions as to the degree of involvement of the concerned
parties in improving the accounting system, the second one presents
the accountants’ views on the same issue, and table (7-20) presents a
comparison of the two samples views regarding the above issue, from
which, the following results can be summarised:
- The users' ranking of the proposed involvement of concerned

parties in improving the accounting system, revealed by table (7-

18), is as follows:

*  Kuwaiti Society for Accountants and Auditors (most involved

party);
* Government (Ministry of Trade and Industry) (second most
involved party);

*  Accounting firms (third most involved party);

*  Audit bureau (fourth most involved party);

*  Stock Exchange (fifth most involved party):

* Academic institutions (sixth most involved party); and
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*  Private sector (seventh most involved party).

Table (7-19) indicates a different ranking of the degree of

involvement from the accountants' point of view. The table reveals

the following ranking, which is based on mean points scores

ascribed to respondents' rating of each of the seven parties:

*  Kuwaiti Society for Accountants and Auditors (most involved
party);

*  Accounting firms (second rhost involved party);

*  Government (Ministry of Trade and Industry) (third most
involved party);

*  Academic institutions (fourth most involved party);

*  Stock Exchange (fifth most involved party);

*  Private sector (sixth most involved party); and,

*  Audit bureau (seventh most involved party).

The replies demonstrated some measure of agreement regarding
the proposed degree of involvement. 85.4% of users and 75.8% of
accountants proposed that the government should be highly or
quite highly involved in improving the accounting system. 89.9%
of the users and 80.7% of the accountants proposed that the
Kuwaiti Society for Accountants and Auditors should be highly or
quite highly involved in improving the accounting system. 82.9%
of the users and 83.9% of the accountants proposed that the
accounting firms should be highly or quite highly involved in
improving the accounting system. 74.1% of the users proposed
that the accounting bureau should be highly or quite highly

involved in improving the accounting system, and 69.2% of the
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accountants proposed that it should be quite involved or neutral
in improving the accounting system. About two thirds of the
users and 70.8% of the accountants proposed that the stock
exchange should be highly or quite highly involved in improving
the accounting system. 70.2% of the users and 59% of the
accountants proposed that the private sector should be quite
involved or neutral in improving the accounting system. Finally,
61.4% of the users proposed, that the academic institutions
should be quite involved or neutral in improving the accounting
system, and 72.1% of the accountants proposed such a party to
be highly or quite highly involved in improving the accounting

system.

-  The mode and median scores for the proposition of the most

involved party (KSAA) are 1 (high) for both samples.

- The mode and median scores for the proposition of the least
involved party (private sector in the users' sample, and audit
bureau for the accountants' sample) are 2 (quite high) for the two
samples.

7.2.4 Respondents' Views on Choice of Structure to Develop
the Accounting System:

This section examines possible ways of reforming the accounting

system.

Respondents were asked to choose the appropriate sort of structure

they considered necessary to reform the accounting system. Table (7-



21) presents a comparison of the two samples' results, from which the

following results can be summarised:

The sort of structure preferred by the two samples is a
combination of professional and government input. Over half of
the users and about two thirds of accountants chose this sort of

structure for reforming the accounting system.

22.9% of the users would prefer an authoritative to provide the
structure for developing the acaountmg system, and 10.6% of the
accountants chose such a structure. 8.9% of users who chose
professional guidelines to be the structure on which to develop
the accounting system, while 13% of the accountants chose this
sort of structure. Finally, 15.2% of users chose statutory
requirements as a basis for developing the accounting system,
whereas only 3.1% of accountants chose this sort of structure to

improve the accounting system.

The search for a type of accounting organisation adequate for
Kuwait lies in the hands of the government. The environmental
and professional inputs necessitate that the initial impetus be a
state action. However, this regulation should be accompanied by
more participation from the parties concerned, such as KSAA,

accounting firms, academic institutions, ...etc.



7.2.5 Respondents' Views on the Ranking of Importance of

Accounting Issues Requiring Improvement:

The respondents were instructed to rank the importance of different
accounting issues requiring improvement on a six-point scale. On this
ranking, 1 meant most important, and 6 meant sixth or least
important. The ranking determined by respondents is presented in
three tables  (7-22, 23, and 24). Table (7-22) presents a summary of
the users' results, table (7-23)k presents a summary of the
accountants' results, and the final table presents a comparison of the
two results. From these tables, we can summarise the following
results:
- Table (7-22) indicates the following ranking based on mean points

scores ascribed by users to each of the six issues:

*  Accounting and auditing standards (most important);

*  Professional ethics (sccond most important);

* Legal requirements for accounting practices (third most

important);

*  Effective accounting services (fourth most important);
Scrutinising of accounting education (fifth most important);
and,

More organised professional body (sixth most important}.

- Table (7-23) indicates the ranking of importance of different
accounting issues requiring improvement as determined by
accountants. This is similar to the previous ranking (determined
by users) in the top three most important issues, but different in

the others. From the table, the following ranking can be noticed:
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*  Accounting and auditing standards (most important);

*  Professional ethics (second most important);

*  Legal requirements for accounting practices (third most
important);

*  Scrutinising of accounting education (fourth most
important);

*  More organised professional body (fifth most important); and,

*  Effective accounting services (sixth most important).

- The majority of the two samples (69% of the users and 55% of the
accountants) considered accounting and auditing standards as
the most important issue requiring improvement.

7.2.6 Respondents' Views Regarding the Factors to be
Comnsidered in Setting the Accounting Standards:

Respondents were asked to rate on a three point scale the importance
of specific factors to be considered in accounting standards setting.
On scoring, 1 was defined as very important consideration, 2 as

somewhat important consideration, and 3 being minor consideration.

The ratings determined by respondents are presented in tables (7-25,
26, and 27). Table (7-25) presents the users' views regarding the
factors to be considered in accounting standards setting. Table (7-26)
presents the accountants' views regarding the same matter. Finally, a
comparison between the two results is presented in table (7-27). From

these tables, the following can be summarised:

- According to users, complying with local needs, continuous

monitoring of accounting problems, further consultation with
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accounting firms and collaboration with international bodies,
were rated as the four most important factors to be considered in
setting accounting standards. Concentrating on practical rather
than theoretical issues, greater contributions from KSAA,
academic institutions, and the private sector, were rated as less

important than the above factors.

As to the factors to be considered by accountants in setting
accounting standards, table (7-26) indicates the following ranking
of the eight factors. based on mean point scores ascribed to
respondents’ rating of each of the factors. Continuous monitoring
of accounting problems. collaboration with international bodies,
complying with local needs. and further consultation with
accounting firms, were rated as the four most important factors
to be considered in setting accounting standards. Concentrating
on practical rather than theoretical issues, greater contributions
from KSAA, academic institutions. and private sector, were rated

as less important than the above factors.

From table (7-27) we can see that the two samples demonstrated
agreement concerning the four least important factors to be
considered in setting accounting standards, though there was
some slight difference between the two samples in ranking the
best four factors to be considered in setting accounting

standards.

The mode and median of the factors to be considered in setting

accounting standards is 1 (very important consideration) in both



samples, except in the case of the least important factor (more
contribution from the private scctor). the mode and median for
this factor according to the user is 2 (somewhat important
consideration), the mode is 1 and the median is 2 for this factor

according to accountants.

The replies demonstrated some measure of agreement regarding
the factors to be considered in setting accounting standards in
both samples; 80% of respondents in both samples rated
complying with local needs as a very important consideration.
74% of users and 84% of accountants rated the continuous
monitoring of accounting problems as a very important
consideration. 72% and 79% of users and accountants,
respectively, rated further consultation with accounting firms as
a very important consideration. Collaboration with international
bodies was rated as a very important consideration by 67% of
users and 81% of accountants. 65% of users and 75% of
accountants rated more contribution from the Kuwaiti Society of
accountants and auditors as a very important consideration. 62%
and 66% of users and accountants. respectively, rated
concentrating on practical, rather than theoretical issues, as a
very important consideration. More contribution from the
academic institutions was rated as a very important
consideration by 58% of users and 65% of accountants. Finally,
54% of users rated more contribution from the private sector as a
somewhat important consideration, and 48% of accountants

rated this factor as a very important consideration.



7.2.7 Summary:

A-

B-

The two samples' responses supported the proposition that the
Permanent Technical Committee has deficiencies in the
performance of its tasks, making it difficult for it to achieve its
designated goals.

This conclusion is very clear when referring to the means, mode,
and median scores. These scores are very high, reflecting the
dissatisfaction of the respondents regarding the PTC
performance. The two samples demonstrated some measure of
agreement in evaluating the activity of PTC, shown by their
ratings of the best threc and worst two activities conducted by
the PTC.

Respondents in both samples seemed not to rate highly the
contribution of the different concerned parties in advancing the
accounting system. As to the ranking of proposed involvement of
concerned parties in improving the accounting system, the
following were considered by the two samples to be the most
involved in improving the accounting system: KSAA, government
(Ministry of Trade and Industry). and accounting firms. The
involvement of other parties was considered less important to the

improvement of the accounting system.

D- The structure preferred by the two samples for improving

accounting system in Kuwail would be a combination of
professional and government input. Over half of the users and
two thirds of the accountants prelerred this sort of structure for

reforming the accounting system.



E-

Respondents in both samples demonstrated agreement
regarding the most and the least important three issues in the
accounting system requiring improvement. More than two thirds
of the users and half of the accountants considered accounting
and auditing standards as the most important issue requiring
improvement.

The two samples demonstrated agreement on the four most and
least important factors to be considered in setting the accounting
standards. The majority of the two samples considered these
factors as very important considerations when setting accounting
standards, except for greater contribution from the private sector,

which they rated as a somewhat important consideration.



Supplement to Chapter Seven
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Table (7-1): Design of the Accountants' Questionnaire

Section No. of Its

No Title Questions Sequence

1 Economic
Development 2 1-2

2 Foreign Accounting
Methods “ 2 3-4

3 Accounting Profession 1 5

4 Proposal 6 6-11

5 General Information 4

Table (7-2): Accounting Qualifications

Valid Cum
Value Label [Valuc |Frequency |Percent [Percent | Percent
Bachelor of
Commerce 2 83 51.6 56.8 56.8
Master Degree G 17 10.6 11.6 68.5
Ph.D. 4 25 15.5 17.1 85.6
Professional
Degree o 18 11.2 12.3 97.9
None 7 3 1.9 2.1 100.0
) 15 9.3 MISSING
Total 161 100.0 100.0




Table (7-3): Other Qualifications

Valid Cum
Value Label [Value |Frequency [Percent [Percent | Percent
Business
dministration 1 22 13.7 15.1 56.8
Economics 2 4 2.5 2.7 68.5
Statistics 3 4 2.5 2.7 85.6
Computer 4 5 3.1 3.4 97.9
Others 5 | 7 4.3 4.8
None 6 104 64.6 71.2 100.0
: 15 9.3 MISSING
Total 161 100.0 100.0
Table (7-4): Job Title
Valid Cum
Value Label Value |[Frequency |Percent |Percent | Percent
Financial Manager 1 10 6.2 6.7 6.7
Accountant 2 46 28.6 30.9 37.6
[Auditor 3 47 29.2 31.5 69.1
Academic 4 27 16.8 18.1 87.2
Consultant 5 19 11.8 12.8 100.0
12 7.5 MISSING
Total 161 100.0 100.0
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Table (7-5): Type of Organisation

Valid Cum
Value Label Value |Frequency |Percent [Percent | Percent
Investment
Companies 52 6.2 35.1 35.1
Accounting Firms 41 25.5 27.7 62.8
Academic
Institutions 27 16.8 18.2 81.1
Government v
Sector 28 17.4 18.9 100.0
13 8.1 MISSING
Total 161 100.0 100.0
Table (7-6): Nationality
Valid Cum
alue Label Value |Frequency |Pcrcent [Percent | Percent
Kuwaiti 1 60 37.3 41.1 41.1
Non-Kuwaiti 2 86 53.4 58.9 100.0
15 9.3 MISSING
Total 161 100.0 100.0
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Appendix

List of References

A> Kuwaiti Shareholding Companies {Public):

I - Bank Sector:
1- National Bank of Kuwait.
2- Gulf Bank.
3- Commercial Bank of Kuwait.
4- Al-Ahli Bank of Kuwait.
5- The Bank of Kuwait and Middle East.
6- Kuwait Real Estate Bank.
7- Burgan Bank.

8- Kuwait Finance House.

II- Investment Sector:
1- Kuwait Investment Company.

2- Kuwait Foreign Trading, Contracting, and Investment
Company.
3- Kuwait International Investment Company.

4- Commercial Facilities Company.

ITII- Insurance Sector:
1- Kuwait Insurance Company.
2- Gulf Insurance Company.
3- Al-Ahleia Insurance Company.

4- Warba Insurance Company.
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IV- Real State Sector:
1- Kuwait Real Estate Company.
2- United Realty Company.
3- Kuwait Real Estate Investment Consortium.
4- Salhiah Real Estate Company.
5- National Real Estate Company.

6- Kuwait Projects Company.

V- Industrial Sector:
1- The National Industries Company.
2- Kuwait Metal Pipes Industries Company.
3- Kuwait Cement Company.
4- Refrigeration Industry Company.
5- Gulf Cable and Electrical Industries Company.
6- National Automotive Manufacturing and Trading Company.
7- Kuwait Pharmaceutical Industries Company.
8- Kuwait Shipping and Repair Yard Company.

9- Contracting and Marine Services Company.

VI- Services Sector:
1- Overland Transport Company.
2- Kuwait National Cinemas Company.
3- Kuwait Hotels Company.
4- The Public Warehousing Company.
5- Mobile Telephone Systems Company.

6- Kuwait Commercial Market Complex Company.



VII- Food Sector:

1- Livestock Transport and Trading Company.
2- United Fisheries of Kuwait Company.

3- Kuwait United Poultry Company.

4- Kuwait Foods Company.

5- Agricultural Food Products Company.

B> Kuwaiti Shareholding Companies (Closed):
1- Real Estate Investment Company.
2- Intermediary for Financial Business Company.
3- National Financial Brokerage Company.
4- Hayat International Brokerage Company.
5- Al-Rabiya Financial Brokerage Company.
6- Communication and Information Consultancy Group.
7- Al-Shal Financial Consultancy Company.
8- Union Securities Brokerage Company.
9- Al-Arabi Securities Brokerage Company.
10- First Securities Brokerage Company.
11- Massaleh Investment and Finance Company.
12- Arab Financial Consultants Company.
13- Al-Seef Finance Brokerage Company.
14- Afro-Arab Company for Investment and International Trade.
15- Arab European International Trading Company.
16- The Industrial Bank Of Kuwait.
17- Kuwalit International Finance Company.
18- International Realty Investment Group.

19- Al-Ahlia Investment Company.
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20- Kuwait Real Estate Investment Company.

21- Kuwait Financial Centre Company.

22- International Financial Advisers.

23- Arab Trust Company.

24- Arab Asian Investment Company.

25- Financial Group of Kuwait.

26- Euro-Kuwaiti Investment Company.

27-The Arab European Financial Management Company.

28- Arab company for Trading Securities.

29- Kuwait Investment Group Company.

30- National Investment Group Company.

31- Al-Ahli of Kuwait Investment Company.

32- Securities Group Company.

33- First National Investment Group.

34- Al-Daeirah Investment Group Company.

35- The Securities House.

36- Bubyan Central Commercial Markets Group
Company.

37- Al-dawhara Investment Company.

38- Industrial Investments Company.

39- Kuwait and Middle East Financial Investment
Company.

40- Al-Sahel for Development and Investment Company.

41- International Investment Company.
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C> Government Authorities:

1- Expertises Department (Ministry of Justice).

2- Audit Bureau.

3- Stock Exchange.

4- Companies Department (Ministry of Trade and
Industry).

5- Kuwait Investment Authority.

6- Kuwait Institute for Scignce Advancement.

D> Academic Institutions:

1- Accounting Department in Kuwait University.
2- Accounting Department in Commercial Studies

Faculty.

E> Profession Society:

1- Kuwaiti Society for Accountants and Auditors.

F> Accounting Firms:
1- The Kuwaiti Firm for Auditing.
2- Abd-Alwahid Aman Auditing Firm.
3- Accounting and Auditing Centre Firm.
4- Abd-Alaziz Al-Mutawa and Partner Auditing Firm.
5- Gulf Auditing Firm.
6- Burgan Auditing Firm.
7- Al-Ahli Auditing Firm.
8- Arabian Auditing FFirm.
9- Al-Ahli Accounting and Auditing Firm.

10- Khaled Al-Fahad Auditing Firm.



11- Al-dazirah Auditing [Firm.

12- Abdulruhman Al-Gaood and Partners Auditing Firm.
13- Abdullah Al-Mazini Auditing Firm.

14- Ali Al-Mufarrej Auditing Firm.

15- Ebrahim Al-Saleh Auditing Firm.

16- Al-Muneer Auditing Firm.

17- The United Accountants' Auditing Firm.
18- The Technical Firm For Auditing.

19- Warba Auditing Firm.

20- Arabian Chartered Accountants Firm.
21- Adnan Al-Hazeem Auditing Firm.

22- Masuod And Partners Auditing Firm.
23- Middle East Auditing IFirm.

24- Al-Dar Auditing Firm.

25- Ali Taqi Auditing Firm.

26- Saoud Al-Humaidi Auditing Firm.

27- Jassem Al-IFahad Auditing Firm.

28- Union Auditing Firm.

29- Al-Asuosi Auditing Firm.

30- Abd-Almohsen Al-Besher Auditing Firm.
31- Al-Dallal Auditing Firm.

32- Bader Al-Wazzan Auditing Firm.

33- Al-Bassam and Partners Auditing Firm.
34- Ahmed Al-Aiban and Partners Auditing Firm.
35- International Centre Audiling Firm.

36- Al-Daleel International Auditing Firm.

37- Accounting and Auditing Systems Centre.
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38- Al-Wahuh Auditing Firm.
39- Al-Wehduh Auditing Firm.
40- Al-Otaibi Auditing Firm.
41- Al-Baian Auditing Firm.

42- Tareq Buresly Auditing Firm.
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Chapter Eight

Analysis of Findings and Testing of Hypotheses

8.1 Introduction:

In the previous two chapters the researcher presented the descriptive
empirical findings of the primary investigation of the accounting system
in Kuwait. It was noted that the system suffers from some problems
which affect the usefulness of the provided information. In this chapter,
the researcher will present the last stage of the investigation of the
system by testing the different hypotheses formulated in order to test the
validity of the suggested model for evaluating the Kuwaiti accounting

system.

The decisions involved in choosing a method of analysis will be
discussed. A brief introduction to the correlation analysis as a general
method for analysing data will be presented. In the presentation of
correlation analysis, the first decision is to choose either parametric or
non-parametric measures of association for the set of variables. After
making this choice, the second decision is to select an appropriate
correlation coefficient, as there are many of them. Even if we have
selected the appropriate coefficient, there is still a decision to make
concerning the choice of the appropriate form of this coefficient. For
instance, in the case of the Kendall rank correlation coefficient, there are

three forms: A, B, and C.

In summary, in this chapter we are mainly concerned with testing the

hypotheses formulated. We will test:1) three groups of hypotheses related
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to the first questionnaire, 2) two groups of hypotheses related to the
second questionnaire, and 3) one group of hypotheses related to
comparison between the two questionnaires' answers regarding the

improvement of the accounting system.

8.1.1 First Questionnaire:

The first group of hypotheses test the relationships, if any, which exist
between the respondents’ satisf‘action with the structural characteristics,
for instance, the relationship between the objectives and the qualitative
characteristics of the information provided according to the system and

the relationship between objectives and financial reporting

The second group relates to the interrelationship of structural
characteristics. These hypotheses test the relationship, if any, which
exists between the respondents' satisfaction with the components of each
of the structural characteristics, for instance, the interrelationship
between the qualitative characteristics of the information provided
according to the system, and the interrelationship between the financial

reporting.

The third group aims to study the effects of the background factors. In
these hypotheses, we shall study the effects of the respondents'

qualifications on their views regarding different questions.

8.1.2 Second Questionnaire:

The first group relates to the relationships between environmental
factors. These hypotheses test the relationships, if any, which exists

between the respondents view regarding the environmental factors.
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The second group concerns the interrelationships among environmental
factors. These hypotheses test the relationships, if any, which exist
between the respondents' views and the components of each of the
environmental factors, for instance, interrelationships between the

economic development.

8.2 The Decisions Involved In Choosing a Method of Analysis:

Interest in correlation analysis centres on measuring the association
between variables by stu:iying the degree of dependence or
interdependence between them, whereas in regression analysis, interest
centres on explaining the dependence of one or more variables upon
others with the purpose of predicting one variable from our knowledge of

other variables.

In our research, we are interested in measuring the degree of dependence
or interdependence between variables. In other words, we shall deal only
with correlation, because of its more direct relationship to the analysis of
our research results. However, the correlation analysis is affected by the
level of measurement of our data and the distribution which underlies

them.

It is necessary to employ some rationale for choosing between parametric
and non-parametric tests. The level of measurement achieved in the
research and the statistical distribution are two important criteria which
should be considered in the choice of a statistical test. If we consider
these two criteria in our research, we find that most of the data collected
through the questionnaire are measured in the ordinal level and do not

follow the normal distribution in most of the cases. Therefore, we shall
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use non-parametric tests of association because of their more direct
relationship to our research data. However, there are many non-
parametric measures of association and this creates another problem of

choice.

In our research, we will use partial correlation coefficient to eliminate the
effects of some variables. Therefore, Kendall's tau is the appropriate
correlation coefficient to be used in our research, as it has the advantage
of being generalisable to a partial correlation. However, there are different
forms of Kendall's tau coefficient. The criteria for choosing among

Kendall's tau A, B, or C are as follows!Y:

- If there are no pairs with ties, we can use Kendall's tau-a;

- If there are pairs with ties, we can use both Kendall's tau-b and C,
having taken into consideration that Kendall's tau-b can attain +1 or
-1 only for square table (if no marginal frequency is 0) and Kendall's
tau-c can attain, or nearly attain, +1 or -1 for any RxC table. In most
of the cases in our research, there are pairs with ties in different
RxC tables. Therefore, we will use Kendall's tau-c.

8.3 Analysis of Hypotheses: Structural Characteristics'
Relationships

8.3.1 Hypothesis Concerning the Relationship Between Satisfaction
with the Meeting of Objectives and Qualitative
Characteristics of the Provided Information

8.3.1.1 Analysis of Hypothesis One:

The first hypothesis reads as follows:

"There is a positive relationship between the respondents'
satisfaction with the meeting of objectives and their view of
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the qualitative characteristics of the information provided in
the financial statements."

As mentioned before, Kendall's tau-c is used to measure the association
between the two variables because the level of measurement is ordinal.

The results are presented in summary tables (8-1), (8-2) and (8-3).

- The first table presents the relationship between the respondents'
satisfaction with the meeting of objectives and their view of
qualitative characteristics of the information provided in the balance

sheet.

- The second table presents the relationship between the two variables

concerning income statements

- The third table presents the relationship between the two variables

concerning statement of source and application of funds.

As to balance sheet, the highest three correlation coefficients are (.62500,
.61846 and .58926). And the lowest three coefficients are (.25995,
25962 and 24019).

Concerning income statement, the highest three correlation coefficients
are (.63059, .61973 and .60402). And the lowest three coefficients are
(128910, .27863 and .25385).

Concerning statement of source and application of funds, the three
correlation coefficients are (.57809, .55139 and .53171). And the lowest
three coefficients are (.21786, .21104 and .19544).
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In summary, the correlation coefficients presented in the previous
summary tables are large enough for the acceptance of the hypothesis of
a positive relationship between the respondents' satisfaction with the
meeting of objectives and the qualitative characteristics of the provided
information in different financial statements. In other words, hypothesis
one is accepted.

8.3.2 Hypothesis Concerning the Relationship Between Objectives
and Financial Reporting:

8.3.2.1 Analysis of Hypothesis Two:

The second hypothesis reads as follows:

"There is a positive relationship between the respondents'’
view of the degree of influence of the different financial
statements on their financial decision-making and their
pattern of reading these statements."

The results of using Kendall's tau-c as a measure of association are

presented in table (8-4).

The results demonstrated some measure of agreement. It can be seen in
table(8-5) that 76.6% of the respondents considered that the balance
sheet and income statements have a maximum influence on financial

decision making and they read it thoroughly.

According to the percentage of agreement, the respondents considered
that both the balance sheet and income statements have maximum
influence on their financial decision making, and they read them
thoroughly. Also, they read thoroughly the statement of source and

application of funds, current statement and cash flow statement. On the
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hand, they read briefly, or do not read, the other statements, which have

moderate or slight influence on financial decision-making.

The results demonstrate that there is a positive and statistically
significant (at .05 level of significance -one tail test) relationship between
the respondents’ views of the degree of influence of the different financial
statements and their pattern of reading of these statements with the
exception of two relationships (among the nine studied relationships)

which are not statistically sigrificant.

In order to reach a decision about this hypothesis, the following factors

have been considered:

- Low correlation coefficients (two cases which are .03557 and .05031)
are not statistically significant.

- High correlation coefficients are highly statistically significant.

The above factors and the previous mentioned high percentage of
agreement among respondents concerning this relationship lead to the
acceptance of the hypothesis of a positive relationship existing between
the degree of influence of the different financial statements on their
decision-making and respondents' pattern of reading of these statements.

In other words, hypothesis two is accepted.

8.3.3 Conclusion:

The main objective of testing this group of hypotheses was to shed some
light on the relationships which may exist between the structural
characteristics of the present accounting system in Kuwait. If there are

relationships between the structural components, this will indicate -
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subject to the limitations associated with multivariate analysis - the
validity of the approach used in this research. The discussion and
analysis of the two hypotheses in this section resulted in the acceptance

of the following:

- A positive relationship between the respondents' view of satisfaction
with the meeting of objectives and their view of the qualitative
characteristics of the information provided in the financial
statements. A

- A positive relationship between the respondents’ view of the degree

of influence of the different financial statements on their decision-

making and their pattern of reading these statements.

Thus, the results demonstrated that there are positive relationships
existing between the different structural characteristics. These results
show very clearly the validity of the approach used in this research,
which is based on using the structural characteristics to evaluate the

Kuwaiti accounting system.

In this section the relationships existing between the structural
characteristics were tested. In the next section, we will test the
interrelationships between the components of some of the structural

characteristics.
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8.4 Analysis of Hypotheses: Structural Characteristics'
Interrelationships:

8.4.1 Hypotheses Concerning the Interrelationship Between
the Qualitative Characteristics:

8.4.1.1 Analysis of Hypothesis Three:

The third hypothesis reads as follows:

"There is a positive relationship between the different scales
measuring the qualitative characteristics of the information
provided in balance sheet, income statement, and statement
of source and application of funds"

The results of using Kendall's tau-c as a measure of association are
summarised in tables (8-6), (8-7) and (8-8). The first table presents the
correlation coefficient of the scales measuring the respondents' views of
the qualitative characteristics of the provided information in balance
sheet and income statement. The second table presents the correlation
coefficient of the scales measuring the respondents' views of the
qualitative characteristics of the provided information in balance sheet
and statement of source and application of funds. The third table
presents the correlation coefficient of the scales measuring the
respondents' views of the qualitative characteristics of the provided
information in income statement and statement of source and
application of funds. From these tables, it can be noted that there is a
high positive relationship (the lowest correlation coefficient is .64229)
between the respondents' views regarding the measurement of the
qualitative characteristics of the information provided in balance sheet,

income statement and statement of source and application of funds.
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Therefore, the relationships are statistically highly significant (at .05 level

of significance -one tail test).

The above results lead to the acceptance of the hypothesis of a
relationship existing between the respondents’ different scales measuring
the qualitative characteristics of the information provided in the three
statements. In other words, hypothesis three is accepted.

8.4.1.2 Analysis of Hypothesis Four:

*

The fourth hypothesis reads as follows:

"There is a positive relationship between the respondents'
view of the qualitative characteristics of the information
disclosed in the balance sheet, income statement, and
statement of source and application of funds, and their view
of the degree of uniformity of such information."

As mentioned before, Kendall's tau-c is used to measure the association
between the variables because the level of measurement is ordinal. The

results are presented in three tables (8-9), (8-10), and (8-11).

1) The first table (8-9) presents the relationship between the
respondents' view of the qualitative characteristics of the information
disclosed in the Balance Sheet, and their view of the degree of

uniformity of such information.

2) The second table (8-9) presents the relationship between the
respondents’ view of the qualitative characteristics of the information
disclosed in the Income Statement, and their view of the degree of

uniformity of such information.
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3) The third table (8-11) presents the relationship between the
respondents' view of the qualitative characteristics of the information
disclosed in Statement of Source and Application of Funds, and their

view of the degree of uniformity of such information.
From these tables, the following results can be concluded:

- There are positive relationships (the highest correlation coefficient is
.568589, and the lowest correlation coefficient is .26662) between the
respondents' view rekarding measuring the qualitative
characteristics of the information disclosed in the Balance Sheet,
Income Statement, and Statement of Source and Application of
Funds, and their views of the degree of uniformity of such
information. Therefore the relationships are statistically significant

(at .05 level of significance - one tail test).

The above results lead to the acceptance of the hypothesis of a
relationship existing between the respondents' view regarding
measurement of the qualitative characteristics of the information
disclosed in Balance Sheet, Income Statement, and Statement of Source
and Application of Funds, and their view of the degree of uniformity of

such information. In other words, hypothesis four is accepted.
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8.4.2 Hypothesis Concerning the Interrelationship Between
the Financial Reporting:

8.4.2.1 Analysis of Hypothesis five:
The fifth hypothesis reads as follows:

"There is a positive relationship between the respondents'
view of the ranking of importance of the different financial
statements and their pattern of reading of these statements."

The results of using Kendall's tau-c as a measure of association are

presented in table (8-12).

The results demonstrate that there is a positive and statistically
significant (at .05 level of significance -one tail test) relationship between
the respondents' view on the ranking of importance of the different
financial statements and their pattern of reading of these statements, in
seven relationships (among the nine studied relationship). Others are not

statistically significant or negative relationships

In order to reach a decision about this hypothesis, the following factors

have been considered:

- The negative relationships (two cases concerned with balance sheet
and statement of source and application of funds) are not

statistically significant.

- The low correlation coefficients (four cases which are .05127,

10614, .06767, and .11514) are also not statistically significant.

- The high correlation coefficients (three cases) are highly statistically

significant.
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The above factors lead to rejection of the hypothesis of a positive
relationship between the ranking of importance of financial statements
and the pattern of reading of these statements. In other words,

hypothesis five is rejected.

Reasons for rejecting this hypothesis may be that these statements are
useless with respect to the decision-making of the users or that the users
are not able or willing to utilise this information in their investment
decision-making. Therefore, respondents are looking for information

which does not contained in any statement.

8.4.3 Hypothesis Concerning the Interrelationship Between
Objectives:

8.4.3.1 Analysis of Hypothesis Six:

The sixth hypothesis reads as follows:

"There is a positive relationship between the different scales
measuring the users' satisfaction with the information
provided in financial statements."

The results of using Kendall's tau-c as a measure of association are
presented in table (8-13). The table presents the relationships between
the different scales measuring the users' satisfaction of the information
provided in financial statements. The figures in the table reveal the

following;:

- There are a positive and statistically significant (at .05 level of
significance -one tail test) relationships between the different scales

measuring the users' satisfaction of the information provided in
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financial statements, with no exception for any of the two hundred

and seventy-six studied cases.

- The highest three correlation coefficients are;
*  the relationship between earning per share and net profit
available for distribution (.76921);
*  the relationship between basis of carrying inventories and basis
of determining cost of inventories (.75659);
* The relationship between retained earnings and movements in

reserves (.75288).

- The lowest three correlation coefficients are;
*  the relationship between basis of determining cost of inventories
and ranking of auditor (.29332);
*  the relationship between earning per share and ranking of
auditor (.29262);
*  the relationship between translation foreign currency methods

and ranking of auditor (.23003).

In summary, the correlation coefficients presented in table (8-13) are
large enough for the acceptance of the hypothesis of relationships
between the different scales measuring satisfaction with the information
provided in financial statements. In other words, hypothesis six is

accepted.

91



8.4.4 Hypothesis Concerning the Interrelationship Between the

Elements of the Financial Statements:

8.4.4.1 Analysis of Hypothesis Seven:

This hypothesis reads as follows:

"There is a positive relationship between the different scales
measuring the importance of the information items disclosed
in financial statements to decision making."

The results of using Kendall's, tau-c as a measure of association are

presented in table (8-14). The figures in the table revealed the following:

- There are positive and statistically significant (at .05 level of
significance -one tail test) relationships between the different scales
measuring the importance of the information items disclosed in
financial statements to decision making, with the exception of thirty
five relationships which are positive but not statistically significant
and two relationships which are negative, out of two hundred and

seventy six studied cases.

- The highest three correlation coefficients are (.60281, .54941, and
.52193).

The above results lead to the acceptance of the hypothesis of relationship
existing between the different scales measuring the importance of the
information items disclosed in financial statements to decision making.

In other words, hypothesis seven is accepted.
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8.4.5 Conclusion:

The main objective of testing this group of hypotheses was to determine
the interrelationships which may exist between the components of some
of the structural characteristics. The discussion and analysis of the five

hypotheses in this section resulted in the acceptance of the following:

- The existence of positive interrelationships between the components
of the first group of structural characteristics studied: qualitative
characteristics (hypotheses1three and four).

- Non-existence of positive interrelationships between the components
of the second group of structural characteristics studied: financial
reporting (hypothesis five).

- The existence of positive interrelationships between the components
of the third group of structural characteristics studied: objectives
(hypothesis six).

- The existence of positive interrelationships between the components

of the fourth group structural characteristics studied: elements of

financial statements (hypothesis seven).

The results demonstrated that there are positive and statistically
significant interrelationships between the components of qualitative

characteristics, objectives, and elements of financial statements.

The author will study the effect of background factors in the next section.
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8.5 Analysis of Hypotheses: The Effect of the Background Factors:

8.5.1 Analysis of Hypothesis Eight:

The respondents were classified into two main groups: those with
accounting qualifications and those with other qualifications. This
hypothesis relates to the effect of the respondents’ qualifications on their
assessment of influence of the information provided in different financial
statements and reports on financial decisions. It reads as follows:
"Respondents with accouriting qualifications differ in their
assessment of influence of the information provided in
different financial statements and reports on financial

decisions, compared with those respondents with other
qualifications."

To test this hypothesis, the Mann-Whitney U test was chosen because
the respondents' scores on the influence of the information provided in
financial statements were measured on the ordinal level and there were
two independent groups. Table (8-15) presents the results of using this
test to examine the statistical significance of the differences between the
two groups in their assessment of the influence of the different financial

statements.
The test results presented in the following table show that:

- There are no statistically significant differences between the two
groups in assessing the influence of the following statements and
reports on the financial decisions:

*  Balance Sheet,

* Income Statement,
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*  Statement of Source and Application of Funds,
* Current Cost Statement,

*  Value Added Statement, |

* Group Account,

*  Directors' Report, and

*  Auditors' Report.

- There are statistically significant differences between the two

groups in measuring the int_luence of the Cash Flow.

The test results presented in the table show that there are no
statistically significant difference between the two groups in
measuring the influence of different financial statements and reports

on financial decisions at (.05) level of significance- two tail test.

The above results do not support the hypothesis that there are
differences in measuring the influence of different financial statements
according to the respondents' qualifications. In other words, hypothesis

eight is rejected.

Reason for this may be that: (1) it is respondents' objectives not
qualifications which affect in measuring the influence of different
financial statements in their decision making; and respondents depend
as a major source of investment analysis and direction on stockbrokers

and the advice of friends rather than financial statements.@
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8.5.2 Analysis of Hypothesis Nine:

This hypothesis concerns the effect, if any, of the respondents'
qualifications on their view of the degree of uniformity of the financial
statements. It reads as follows:

"Respondents with accounting qualifications differ in their

view of the degree of uniformity of the financial statements

and reports compared with those respondents with other

qualifications."

¥

To test this hypothesis, the Mann-Whitney U test was chosen because
there were two independent groups and their scores of the degree of
uniformity were measured on the ordinal level. Table (8-16) presents the
results of using the test to examine the statistical significance of the
difference between the two groups in their view of the degree of

uniformity of the financial statements.

The test results presented in the table show that:
- There are statistically significant differences between the two groups
in their view of the degree of uniformity of the financial statements

and reports in respect of:

*  Audit Report,
* Statement Outlook,
* Disclosure, and

*  Understandability.

- There are no statistically significant differences between the two
groups in their view of the degree of uniformity of the financial

statements and reports in respect of:
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*  Comparability, and

*  Accounting Practices Used.

The above results support the hypothesis that there are differences in the
respondents’ view of the degree of uniformity of financial statements and
reports according to their qualifications. In other words, hypothesis nine

is accepted.

Uniformity in this may reflect indirectly the regulation process of the
profession which is designed to facilitate the tasks of accounting firms,
and ease the responsibility of both external auditor and management, as
of the comparability among published reports. This concept would be
more understandable to respondents with an accounting qualification

than to those without such a qualification.

8.5.3 Analysis of Hypothesis Ten:

This hypothesis concerns the effect, if any, of respondents' qualifications
on their ranking of importance of different financial statements and
reports. It reads as follows:
"Respondents with accounting qualifications differ in their
ranking of importance of the different financial statements

and reports compared with those respondents with other
qualifications.”

To test this hypothesis, the Mann-Whitney U test was chosen because
there were two independent groups and their scores on the ranking of
importance of different financial statements and reports were measured
on the ordinal level. Table (8-17) presents the results of using the test to

examine the statistical significance of the difference between the two
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groups in ranking the importance of the different financial statements

and reports.

The test results presented in the table show that there are no statistically
significant differences between the two groups in ranking the importance
of the different financial statements at (.05) level of significance- two tail

test.

The above results do not support the hypothesis that there are
differences in the ranking of the importance of the different financial
statements and reports according to the respondents' qualifications. In

other words, hypothesis ten is rejected.

Regardless of the respondents’ background, most of them had a common
role that of investors. This is why all of them are answering along the

same lines.

8.5.4 Analysis of Hypothesis Eleven:

This hypothesis relates to the influence, if any, of the respondents'
qualifications on their pattern of reading of the different financial
statements and reports in the annual financial reports. It reads as
follows:
"Respondents with accounting qualifications differ in their
pattern of reading of the different financial statements and

reports compared with those respondents with other
qualifications."

To test this hypothesis, the Mann-Whitney U test was chosen because

the respondents' scores on the pattern of reading of the different financial
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statements and reports were measured on the ordinal level and there

were two independent groups.

The test results presented in table (8-18) show that there are no
statistically significant differences between the two groups in reading the
different financial statements and reports at (.05) level of significance-two

tail test.

The above results do not support the hypothesis that there are
differences in the pattern of reading of the different financial statements
and reports according to the respondents’ qualifications. In other words,

hypothesis eleven is rejected.

Reason for this is believed to be that most of the respondents have the

same role regardless of background.

8.5.5 Conclusion:

The main objective of testing this group of hypotheses was to study the
effects, if any, of the qualification background factor on the respondents'
valuation regarding the components of some of the structural
characteristics. The testing of the four hypotheses discussed and

analysed in this section resulted in the acceptance of the following:

- When Mann-Whitney U test was used to examine the statistical
significance of the differences between the two groups of
respondents (respondents with accounting qualifications and
respondents with other qualifications), differences in respondents'
qualifications were found to be significant at levels which suggest

that qualification factor has something to do with differences in the
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view of the degree of uniformity of financial statements and reports

(hypothesis nine).

- When Mann-Whitney U test was used to examine the statistical
significance of the differences between the above two groups of
respondents, differences in respondents' qualifications were found to
be not significant and to have little to do with differences in:
assessment of influence of the information provided in different
financial statements and reports on financial decision-making
(hypothesis eight); ranking of importance of different financial
statements and reports (hypothesis ten); and, pattern of reading of

financial statements and reports (hypothesis eleven).

8.6 Analyses of Hypotheses: Environmental Factors Relationships:

8.6.1 Hypothesis Concerning the Relationship Between Economic
Development and Foreign Accounting Methods:

8.6.1.1 Hypothesis twelve:

This hypothesis reads as follows:

"There is a positive relationship between the respondents'
view of effect of the economic development on different
accounting aspects and their view of the effect of foreign
accounting methods on these aspects.”

The results of using Kendall's tau-c as a measure of association are

presented in table (8-19).

The highest three correlation coefficients are with accounting
requirements (.49692), quality of information provided (.47030), and

accounting education (.38708). The lowest three correlation coefficients
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are with expansion of accounting firms services (.28724), usage of

information (.28019) and accountants’ skills and qualifications (.26171).

The results demonstrate that there is a positive and statistically
significant (at .05 level of significance -one tail test) relationship between
the respondents’ view of the effect of economic development on different
accounting aspects and their view of the effect of foreign accounting

methods on these aspects.
In summary, the correlation coefficient presented in the table (8-19) are
large enough for the acceptance of hypothesis twelve.

8.6.2 Hypothesis Concerning the Relationship Between Economic
Development and the Accounting Profession:

8.6.2.1 Hypothesis thirteen:

Hypothesis thirteen reads as follows.

"There is a positive relationship between the respondents'
view of the effect of economic development on different
accounting aspects and their evaluation of the present
accounting profession."

As in previous hypotheses, Kendall's tau-c was used to measure the
association between the two variables because the level of measurement
was ordinal. The results are presented in summary table (8-20), from

which the following results can be presented:

- The results demonstrate that there is a positive and statistically
significant (at .05 level of significance -one tail test) relationship
between the respondents' view of the effect of economic development

on different accounting aspects and their evaluation of the present
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accounting profession, with the exception of fifteen relationships
(among the one hundred and four studied relationships) which are

not statistically significant, and four negative relationships.

- In order to reach a decision about this hypothesis, the following

factors were considered:

*  The negative relationships are not statistically significant.

* The low correlation coefficients are also not statistically
significant. !

* The high correlation coefficients are highly statistically

significant.

The above factors lead to the acceptance of the hypothesis of a positive
relationship existing between the effect of economic development on
different accounting aspects and the evaluation of the present accounting

profession. In other words, hypothesis thirteen is accepted.

The interesting point about this hypothesis is that it relates economic
development in particular to professional regulation in particular, as may
be concluded from the stream of the hypothesis and analysis, which
could give rise to the adoption of a general framework for regulating the

profession.

8.6.3 Conclusion:

The main objective of testing this group of hypotheses was to shed some
light on the relationships which may exist between the different

environmental factors.
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The discussion and analysis of the two hypotheses in this section

resulted in the acceptance of the following:

- Existence of a positive relationship between the respondents’ view of
the effect of economic development on different accounting aspects
and their view of the effect of foreign accounting methods on these
aspects (hypothesis twelve).

-  Existence of a positive relationship between the respondents’ view of
the effect of economic development on different accounting aspects
and their view of the evaluation of the present accounting profession

(hypothesis thirteen).

Thus, the results demonstrated that there are positive relationships
existing between the different environmental factors which show very

clearly the validity of the approach used in this research .

In this section the relationships existing between the environmental
factors were tested. In the next section we will test the interrelationships

between the components of some of the environmental factors.

8.7 Analyses of Hypotheses: Environmental Factors

Interrelationships:

8.7.1 Hypothesis Concerning the Interrelationship Between

Economic Development:

8.7.1.1 Analysis of Hypothesis Fourteen:

This hypothesis reads as follows:

"There is a positive relationship between the different scales
evaluating the association between economic development
and the accounting system."
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The results of using Kendall's tau-c as a measure of association are

presented in table (8-21). From the table the following can be noted:

The results demonstrate that there is a positive and statistically
significant (at .05 level of significance -one tail test) association between
the scales evaluating the association between economic development and
the accounting system. The highest three correlations are .48910 .42324,
and .40900. and the lowest three correlations are .17495, .16702, and
.13963. +

In summary, the correlation coefficient presented in table (8-21) is large
enough for acceptance of the hypothesis of association between the
scales measuring the association between economic development and the
accounting system. In other words, hypothesis fourteen is accepted.

8.7.2 Hypothesis Concerning the Interrelationship Between
the Accounting Profession:

8.7.2.1 Analysis of Hypothesis Fifteen:

This hypothesis reads as follows:

"There is a positive relationship between the different scales
evaluating the present accounting profession."

The results of using Kendall's tau-c as a measure of association are

presented in table (8-22). The figures in the table reveal the following;:

- There are positive and statistically significant (at .05 level of
significance -one tail test) relationships between the different scales

evaluating the present accounting profession.
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- The highest three correlation coefficients are: .61738, .58244, and
.57646, and the lowest three correlation coefficient are: .31961,

30632, and .28341.

In summary, the correlation coefficients presented in table (8-22) are
large enough for the acceptance of the hypothesis of relationships
between the different scales evaluating the present accounting
profession. In other words, hypothesis fifteen is accepted.

]

8.7.3 Conclusion:

The main objective of testing this group of hypotheses was to determine
the interrelationships which may exist between the components of some
of the environmental factors. The discussion and analysis of the two

hypotheses in this section resulted in the acceptance of the following:

- Existence of a positive interrelationship between the components of
the first studied environmental factor: economic development
(hypothesis fourteen).

- Existence of a positive interrelationship between the components of
the second studied environmental factor: the accounting profession

(hypothesis fifteen).

The results demonstrated that there are two statistically significant
interrelationships between the components of economic development,

and the accounting profession.
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8.8 Analysis of Hypotheses: The Effect of the Category Factor on
the Respondents' View Regarding the Improvement of the
Accounting System:

8.8.1 Analysis of Hypothesis Sixteen:

The respondents were classified into two main categories; users and
accountants. This hypothesis relates to the influence of the respondents
category on their evaluation of the PTC performance. It reads as follows:

"Users differ in their evaluation of the performance of the
PTC compared with accountants."

To test this hypothesis, the Mann-Whitney U test was chosen because
the respondents' scores on the evaluation of PTC performance are
measured on the ordinal level and there are two independent groups.
Table (8-23) presents the results of using the test to examine the
statistical significance of the differences between the two groups in
evaluating the PTC performance.
The test results presented in the table show that:
- There are statistically significant differences between the two groups

in evaluating the following PTC activities:

*  Mandatory compliance,

*  Consultation with other concerned parties,

*  Time limit to comply with the guidelines,
*  Allowing other parties to contribute, and

*  Manner of promulgation the guidelines.

- There are no statistically significant differences between the two

groups in evaluating the following PTC activities:
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*  Setting objectives of financial reporting, and

*  Quality of the guidelines.

Theses results demonstrate that accountants are more appreciative of

the PTC's activities than are users.

The above results support the hypothesis that there are differences in the
evaluation of the PTC's performance. In other words, hypothesis sixteen

is accepted.

4

As for differentiated activities, there are practices among accountants
which certainly differ from those of users, who may not apply such
guidelines; users are not so concerned with formalities and promulgation
procedures as are accountants; and no compulsory conditions are

enforced on users as they are on accountants.

However, both parties share an appreciation of the information disclosed

under the requirements.

8.8.2 Analysis of Hypothesis Seventeen:

This hypothesis concerns the effect, if any, of the respondents' category

on their evaluation of the present contribution of different parties who

are concerned about the accounting profession. It reads as follows:
"Users differ in their determination of the degree of

contribution of the different parties in advancing the
accounting system, compared with the accountants."

To test this hypothesis, the Mann-Whitney U test was chosen because
there are two independent groups and their scores in evaluating the

different parties' contribution are measured on the ordinal level. Table (8-
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24) presents the results of using the test to examine the statistical
significance of the differences between the two groups in evaluating

different parties' contribution in advancing the accounting system.
The test results presented in the table show that:

- There are statistically significant differences between the two groups
in evaluating the contribution of the following party in advancing the
accounting system:

* Audit Bureau.

- There are no statistically significant differences between the two
groups in evaluating the contribution of the following parties:
*  Government (Ministry of Trade and Industry),
*  Kuwaiti Society of Accountants and Auditors,
*  Accounting Firms,
*  Stock Exchange,
*  Private Sector, and

* Academic Institutions.

The test results show that there are no statistically significant differences
between the two groups in evaluating the contribution of different parties
in advancing the accounting system (at .05 level of significance -two tail

test).

The above results do not support the hypothesis that there are
differences in evaluation of the contribution of different parties in
advancing the accounting system. In other words, hypothesis seventeen

is rejected.
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Usually, users do not interfere in the process of disclosing financial
statements among the concerned parties, but they exert pressure on the
government agencies for better information. Thus, the main source of
information in this respect is governmental and thus all other parties are
seen as having little effect. This may be correct with respect to all listed
parties except for the stock exchange, which presumable has a
recognised role for users where there is a perfect market mechanism,

which is lacking in Kuwait.

“

8.8.3 Analysis of Hypothesis Eighteen:

This hypothesis relates to the influence -if any- of the respondents’

category on their view regarding the proposed degree of involvement of

different parties in improving the accounting system. It reads as follows:
"Users differ in their proposed degree of involvement for the

different parties in improving the accounting system,
compared with the accountants.”

To test this hypothesis, the Mann-Whitney U test was chosen because
the respondents' scores are measured on the ordinal level and there are
two independent groups. Table (8-25) presents the results of using
the test to examine the statistical significance of the differences between
the two groups as regards the proposed degree of involvement of the

different parties in improving the accounting system.

The test results presented in the table show that:
- There are statistically significant differences between the two groups
as regards proposed degree of involvement of the following parties:

*  Government (Ministry of Trade and Industry), and
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* Audit Bureau.

- There are no statistically significant differences between the two
groups as regards proposed degree of involvement of the following
parties:

*  Kuwaiti Society of Accountants and Auditors,

*  Accounting Firms,
*  Stock Exchange,

*  Private Sector, and

* Academic Institutions.

The above results do not support the hypothesis that there are
differences between the two groups in the proposed the degree of
involvement of different parties in improving the accounting system. In

other words, hypothesis eighteen is rejected.

This agrees with the previous hypothesis concerning users' perceptions
as to who has the greater power to improve the accounting system. In
other words, in their opinion, government represents authority,
enforcement, available information, and most important, desire for

regulation.

8.8.4 Analysis of Hypothesis Nineteen:

This hypothesis is related to the effect, if any, of the respondents'
categories on their preferred structure for improving the accounting

system. It reads as follows:

"Users differ in their preferred structure for improving the
accounting system, compared with accountants."
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To test this hypothesis, the Mann-Whitney U test was chosen because
there are two independent groups and their scores as regards proposed
structure for improvement are measured on the ordinal level. Table (8-
26) presents the results of using the test to examine the statistical
significance of the differences between the two groups in proposing sort

of improvement for the accounting system.

The test results presented in the table show that there are no statistically
significant differences between the two groups in terms of the sort of
improvement proposed for the accounting system (at .05 level of

significance -two tail test)

The above results do not support the hypothesis that there are
differences in the preferred structure for improving the accounting
system according to the respondents' categories. In other words,

hypothesis nineteen is rejected.

As it is difficult, especially in our case, to differentiate perceptions

according to background, it is based on objectives.
8.8.5 Analysis of Hypothesis Twenty:

This hypothesis concerns the effect, if any, of the respondents' categories
on their ranking of the important areas of the accounting system
requiring improvement. It reads as follows:

"Users differ in their ranking of the important areas of the

accounting system requiring improvement, compared with
accountants.”
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To test this hypothesis, the Mann-Whitney U test was chosen because
there are two independent groups and their scores are measured on the
ordinal level. Table (8-27) presents the results of using the test to
examine the statistical significance of the differences between the two
groups in ranking the important area requiring improvement in

accounting system.
The test results presented in the table show that:

- There are statistically signific‘ant differences between the two groups
in ranking the importance of the following areas:
*  Accounting and auditing standards,
*  Professional ethics, and

*  Effective accounting services.

- There are no statistically significant differences between the two
groups in ranking the importance of the following areas:
*  Organised professional body,
*  Legal requirements, and

*  Scrutinising education.

The above results support the hypothesis that there are differences in
ranking of the important areas of the accounting system requiring

improvement. In other words hypothesis twenty is accepted.

8.8.6 Analysis of Hypothesis Twenty-one:

This hypothesis relates to the influence of the respondents' categories on
their views of the factors which ought to be considered in improving the

accounting system. It reads as follows:
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" Users differ in their view of the factors which ought to be
considered in improving the accounting system, compared

with the accountants".

To test this hypothesis, the Mann-Whitney U test was chosen because

the respondents’ scores are measured on the ordinal level and there are

two independent groups. Table (8-28) presents the results of using the

test to examine the statistical significance of the differences between the

two groups in their view regarding which factors ought to be considered

. : X
in improving the accounting system.

The test results presented in the table show that:

- There are statistically significant differences between the two groups

in considering the following points:

1)
2)

Collaboration with international bodies.

Continuous monitoring of accounting problems.

- There are no statistically significant differences between the two

groups in considering the following points:

1)
2)
3)
4)
5)
6)

Complying with local needs.

Further consultation with accounting firms.
Concentrating on practical issues.
Contribution from academic institutions.
Contribution from KSAA.

Contribution from the private sector.

The above results do not support the hypothesis that there are

differences in respondents' view regarding the factors which ought to be
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considered in improving the accounting system. In other words,

hypothesis twenty-one is rejected.

As mentioned before, it is difficult sometimes to differentiate perceptions

according to background; it is based on objectives.

8.8.7 Conclusion:

The main objective of testing this group of hypotheses was to study the
effects, if any, of the category factor (users and accountants) on the
respondents' valuation of different questions concerning a proposed new
approach to advance the Kuwaiti accounting system. The discussion and
analysis of the six hypotheses in this section resulted in the acceptance

of the following:

- Differences in respondents' category were found to be significant at
levels which suggest that category factor has something to do with
differences in: evaluation of the performance of the Permanent
Technical Committee (hypothesis sixteen); and, ranking of the
important area requiring improvement in the accounting system

(hypothesis twenty).

- Differences in respondents’ category were found to be not significant,
and to have little to do with differences in: determination of the
degree of contribution of the different parties in advancing the
accounting system (hypothesis seventeen); proposed degree of
involvement of the different parties in improving the accounting
system (hypothesis eighteen); proposed sort of improvement for the

accounting system (hypothesis nineteen); and, view of the factors
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which ought to be considered in improving the accounting system

(hypothesis twenty-one).

8.9 Conclusion:

The hypotheses formulated in this chapter concentrated on the
relationships existing between the different structural characteristics,
and environmental factors, and the interrelationships existing between
the components of each of the structural characteristics, and

4

environmental factors.

These results show the validity of the approach used in this research to

evaluate the Kuwaiti Accounting system.

In this chapter, the author has presented the inferential empirical
findings of the primary investigation of the Kuwaiti accounting system.
Based on the results of the previous processes a treatment can be

prescribed. This will be the subject of the next chapter.
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Table (8-5): Percentage of agreement among respondents concerning the

degree of influence of the different
financial statements and their pattern of reading.

Financial Statements % Degree of Influence and
Pattern of Reading

Balance 76.6 | Maximum influence and read

Sheet....ccccovvurereennnn, thoroughly.

Income 76.6 | Maximum influence and read

Statement............. thoroughly.

itatle;mept of fSPqurcde and | 48 7 | Considerable influence and

pplication of Funds......... read thoroughly.

Current Cost Statement.. [36.3 | Considerable influence and
read thoroughly.

Cash 38.7 | Maximum influence and read

FlOW..evuuieeeeeiiiiiieeeeeeenen. thoroughly.

Value Added Statement.. |32.9 | Slight influence and do not
read.

Group 33.5 | Slight influence and do not
read.

Accounts..................

Directors' Report............... 38.0 | Moderate influence and read
briefly.

Auditors' Report...............J. 36.7 | Moderate influence and read
briefly.

122




"((0000°) srenba 1t asimoy10 “‘sasoyuared ur pojussoid ore S[OAd 20UROIJIUTIS)

62098

Anarsuoyoadwo))

S8Y8L

anjeA 01paI]

C16S8°

Aniqe[reAy

Y0106°

gunwi],

LTy68

AJeIndoy

123332

AdSuQ1sI1SuUo))

£essy’

ASUBAD[OY

00698’

ANjiqepueiSIopun)

[4:18%')

Aniqereduo)

£9018

Anpqernsy

ANAIS
uoyo1dwo)y

on[eA
wIpaid

AN[Ige|reAY|

Suiuny,

Koeanaoy

Ad

u9)SISU0)

Koueao[oy

Apqepue
1SI10pun

Auq
eredwo)

Anqeroy

SOTSUO)OBIRY))
sAnEIEn)

(€ J0 1) "(uawdIe1S SWOdU] pue 133§ Jdue[ed) uoneuLIojul
popraoid o1 Jo sonsuRIdeIRYd dAnRIEND 911 JO smalA Sjuopuodsar oy Suunseaw SI[eds Y JO TUDJI02 uoneRUo) (9-8) 91qeL

123



*((0000°) srenba 11 as1m10110 ‘sasarpyudred ur pojussoid ore S}oA] 9ouBdIIUTIS)

8EV99’

Alaisuayaidwo)

0LESY

onjfea 1o1paid

61819’

ANliqereAy

£5T9L”

Surf,

0LBOL

Aoemooy

8vLEL

~ Aoudisisuo)

12299

AJURAD[OY

20789

Anjiqepueisiopupn)

¥8669°

Anpqeredwo)

6580L°

Anpiqeroy

ATIAIS
uoya1dwo)y

AN[RA
101p01]

Anpqe[reay

Buru

AoeInooy

A
HO)SISU0))

Aoueas)dy

An[iqepue
1s10pUN]

Aniq
eredwo))

Anpiqenoy

sonsudloeRyD
sAneNEend

(€ 30 7) *(spunyg Jo uoneorddy pue 90INOS JO JUSWIIRIS PUE 129YS d0Ue[eg) UONBULIOJUT
papiaoxd a1 JO SoNSLI2)ORIRYD dANEII[RND 21 JO SMIIA Siuopuodsal o) SuLnsesw SI[eIS Y JO JUSDLJF200 UONR[dLI0)) (£-8) J[qBL

124



"((0000°) srenbo 11 asimIoylo ‘sosayiudred ur po1udsoid ore s[oA[ adouedjIugIg)

0L61L

Anatsuoyordwo)

82295

on[eA 101palg

YE9LY

AlupiqejreAy

85208

duiu,

YyeLy

Ademody

LISLL

Adudisisuo)

6TCYry’

AJUBAD|OY

06869

AljiqepueisIapun

86989°

Aijiqereduwio)

8088L

Anjigesay

ANAIS
uoy21dwo)y

AN[eA
11poId

Aipgereayd

Jurwry,

Koemdoy

A2
uQISISU0)

AoueAdoy

Aljiqepue
1sI0pun

AL1iq
eredwo)

Aunqery

Sonsualderey)
oATENEND)

(g Jo ¢) "(spunyg jo uonesrddy pue 90.MOg JO JUSWIILIS PUB JUIWIIRIS SWIOOU]) UONBULIOJUI
papraoid a9 Jo SonSLIvIORIRYD dANRIIEND 9YI JO SMIIA SHudpuodsal Yy SuLInSeaw S9[edS Y] JO JUIIDJI0D UOTIe[oLO)) (8-8) J[qeL

125



“((0000°) srenba 11 as1mIoyI0 ‘sosoyuared up pojuasaid o1 s10A] 2ouedIUTIS)

L6S8E vES8T Tleve 61S1¥° 0685t 1EEVY Alaisuoya1dwo)
16561 LSYTY yEISY’ 62697 OLYIS LSOSY’ onfeA Wipaig
98797 8606¢" 6296 LSTLY SSpES SSE6Y Aljiqe|reAy
19905’ 870LE 006TY" L06SY S69LY' STOEY Buiu,
LYY’ 0188¢" 79908 $SSTs 0vTLS 8788 Kemmdoy
06TLY" LTTTY 880LY’ Se61S 9758S’ 19205 Koudsisuo)
v96TY 0818¢" YLLLY 6S01S 191§ LIE]Y KoueAd|oy
8Y6LE PS8SE” 899t 99606 68LES’ 82067 - Kupqepuersiopun)
9696€ 9L09¢" 99LY’ $£808 68585’ 7818 Aupigeredwo)
8606¢" 6vETE 0955V’ $9€0¢S° 8YLS 6017’ Alfiqeroy
pas()
Emwcmmm_uou:D o..«_wWM_\,ow‘wQ mdwwo:_k%mm uodoy npny wwﬂomﬂo%oh%« >_wcoswh_mEoU SONSUBIEYT) SATIENIEND)

(€ 30 1) "(393yg voueeq) uoneuuojur papraoid ay Jo sonsusIoRIeYD dATIRII[END Y1 JO SMIIA JISY) PUB ‘UOTIBULIOJUL
papraoid ay3 jo AN uLIoFIUN JO 321FIP Y] JO SMIIA SJUSPUOASIL 3Y) SULIMSBIUI $I[BIS I JO JUIIDIIFI0I uone[auo)) :(6-8) dqe ],

126



"((0000°) srenba 11 9s1mIoy10 ‘sosoiuored ur pojuasaid ore S[oAd| 20uedIjIuSIS)

1966¢ v9T8T 9765¢ 8TLSY 9LOLY 0LSSY AlAIsuoyaIduio)
9105 89¢€9¢” 81587 62205 [49%14 TrL8Y an[eA 101paid
14749 9984 t0L6Y Eevils £66ES” 9815 Anjige[reay
0SLSY 1€L0E [4\1484 TLOOY EEOLY 66£SY Bupu,
[49594 [AS% 8086V LS8OS 9E6LS” LTITS AdeIndoy
09807 §9¢e6L £010S 06LTS PELIS 09z6v ASURISISU0D)
12094 [\ 544 ..omwcxv. 66L6Y LOLTS 12T1S ADUBADIY
Lyley 129443 8081 06087 9009 oevls ANl[IQEPUEISIOpU[)
618t 1999 0878y 12399494 9199% 93999 Anjiqeredwo)
SELBE 1299¢" Y66V Sv00S L9LLS 186CS Alpiqerjoy
pasn)
Env:%‘wwoch uwww_wmvoﬂﬂ m_www__h%mm uodoy npny www_o:ﬂo%n”%« >_wcozw_h_anQ SONSLIDIOEIEYD) JATIEN[END

(€ J0 7) "(JuowaleIS WO UOTRULIOJUT PapIA0ld 2y JO SONSLIAORIEYD 9ANEII[enb 91 JO SMIIA JIOY) PUR ‘UONEULIOJUI
papiaoid a1 Jo Ajruuoyium Jo 92139p oY JO SMIIA Siuapuodsar oy Suunseauwr S9[eos Y1 JO JUIIOIJJ20 uone[auo)) :(01-8) 2Iqel,

127



*((0000°) stenbo 11 osimIoyI0 ‘sosoyuored ur poudsaid ore S[oAd 2ouedlIUTIS)

181y 2999T 9%01¢’ 6VSYY 1£99¢" SIv8¢e AjAtsuayordwo)
L9TYY v80LT Slv8e 12:14%4 [ecey’ £988¢” onfeA Wipaid
Byeoy S668T eL10V 681EY £99¢ey’ 124144 AnpiqereAy
6v1L6T 8670t ITLLY 1L1SY 01394 [44%44 suswi],
6L6vY Ev80L” 866 E8ILY 968 VY’ 123404 AdeIn0Y
[4%%:3% PLOTY 96ty 00eLY 9evLy 124%4 AJUDISISUOD)
SToey 8L68E CEVERY £061¢" CSILY eCITy ADUBAD[OY
LSY1Y 8968¢" [44:1%2 12354 LBO8Y SToTY Anjiqepuelsiopup)
[444:3% 0e69¢” C8LLES 83 SToYS” 029vS 123%74 Anjiqeredwo)
S66LE [435%% EILLY orey’ 1L6TS 12404 AN[IqeIRY
pesn
Smu:%%%:: owwm_wwoom‘m_n mm_hwoﬁ_ﬁMW uodoy npny wwwmhu:nwwm@ FMMH_%V SOISOORIEYD) SANEN[END

(¢ 30 €) "(spung

Jo uonearddy pue 90I0g JO JUSWILIS) UOTBULIOJUI PAPIACId 9] JO SONSLISIORIEYD SANEIIEND 91 JO SMOIA JI9Y) PUE ‘UONBULIOJUI
popraoid ay Jo Anuuiojiun Jo 39189p Y JO SMIA Sjuopuodsal Yy SuLnSeaW $I[eds oY) JO JUIIDNJ209 uone[ano) (11-8) djqelL

128



“((0000°) s1enba 11 as1mIon10 “sosoyuared ur pojudsold a1e S[OAD[ ooueoIjIUTIS)

6370°)
YISIT

110doy s10pny

LILSO

110day ,$1030211Q

[ECLE

SIUNOoOY dnolio)

14444

JUOWDIRIS POPPY ON[EA

(8010°)
1901

JUSWINEIS MOL yseD

[47A%%

JUDWIIBIS 1S0D) IUILND)

(98107
6L8S1 -

spuny jo uonedddy
PUE 90IN0G JO JUIWINRIS

(96£0°)
LTISO

TUOUWIANE)S SWOdU]

(€961°)
Te000-

1004§ d0UR[eq

1Jodoy
s1011pNYy

uodoy
S101%211(

SJUNOIDY
dnoip

1SPOPPY
oneA

1S MO

yseD

18 180D
UdLN)

Spuny'y
'S JOIS

w1
QWoou|

124§
d0uEeq

Sjuowidle] w
[eroueuLy

"Sluswalels 259y} Jo Surpear Jo waned J1oY) pue SJUSWSRIS
[RIOURUI] TUDIRJJIP ot JO souenodurt Jo Suryues o1 JO MOIA SIudpuodsal 211 SULINSEIW $3[20S Y JO JUSIOIJJP0D) UONBALIOD) (71-8) 21qelL

129



“((0000°) Srenba 11 asimro10 ‘sosoyuored ur patuasaid dre s[oAd] 2ouedIjIugIg)

Amm%momv 8LEEE” | TITOE | 8eptE | LISTE 6ELEE | OLITE | T6SE | 698EE” | vLLLE | T9T6T | 6STve’ lopny jo Junjuey
8GtLy | OLL8Y | 608LY | 98VZS | LT99V vovyy | 800LY | LSYOV" | 9T09% | 6VvLvS™ | LSE9V | LLB6E SIUDAY douejeg 150(]
PoyLY 669LY | L68YY | ESSLS 1Zp9s | TLTOS | ToTLy LEley" | TLILS | L1209 | 6LOSS | 9T66S SaUNEL daneredwo)
098’ GL60S™ | 6086Y | T98TS | 8YLES 12906" | 8TL6YV P89ES | S8YPS [ TTLOS | L6ESY | 9S18p" [AdudIsISuUOD) 9dHIRIJOY
6801Y" | TYLTY | €980 | 688LY" | S8BIS™ [ 9LSTS | 618LY | ¥TSIS 1916v° 1902y 1812y | LTEYY Auedwo)) poreloossy
9p88L" [ 8EOLY Lecer | 8LTLy | vLovy S61TS | 998Gy | ¥8YYPY | GBESY | ETSEY" | S68LE | TI6TY sonI[Iqelf UdIULUO)
o6y | OpSSST | TO0LS | L19€ST | 6S0SS™ [ L989¥" | 069SS | 0L8SS™ | Ov8SS™ | €10IS 1606¥" | T8OOS s1seq 1500 AIojudAU]
LO19Y 60LYS" | 8LYYPS [ P8SLS | 80OVS | 9209¥ 32994 806€S" | veEVLIS | 9S19v" | SL8YY | 6908 | Siseq Alowudauj JutAuer
£0L0S vreyy | vS9LE | 9vSSYT | 8090V 8169F" | 6811V | OLL8Y" | vELWY | 9EL8E | TEOLY | €669¢ Swof Aruipioenxy
Ligyy | vovpS | v2OES | 8PI9ST | PZ8SS | L6LLYP | 6£T9E | TELOS | LETES | €vLSS | €198V [ 6ETIS ARLIEA S1UUNSIAU]
LOLOY' | TLEOS | PESIS | 8TOVS [ TTY9E 88TLY' | PLLYY | 908TS™ | LIVES | LSLOV' | vvevy | TB66Y |SIUDWDAOIN SIOSSY Poxiy
123989 §S06S" | SYLIS | v89LS [ SYISY 8Y10v" | 965TS SOTTS" | 0588y | 8BS0V | 6¥90V | TPBLY |UOLEN[BADY SIOSSY PAXI
...... 96L99" | TSLTY | LTT9Y | 9688¢ 890LY" | TO66F | TTO6Y | €TSEY | 0991V | 6T6LY | VLILE SPOYIRJ AouaLiny
u31210, uone[suel],
...... SLITS 68185 [ zzeos | Loves | vOowlS | €6£0S | 0S98F | 7696y | T886Y [ 9€LTS | 1509 "do[oad(]pydreasay
...... 6698% 16629 | LSS09" | vTLIS | €69LS™ [ 96¥6S | 90v6S | 698YS | 900L9™ [osse J[qIueiutp][impoory
...... 1000L™ | ZveLs | S881E LIv6y" | L9PES | SE88S | OVBSS 1665S" | MenppoyIdaw uohetxids(|
...... 08vSS | T6elos 10S96" | LE109" | 6S8I9" | STLBS [ 6£S19 1qop jo uus |,
...... 89089" | SLI6S™ | S€68S | 86viv | 0068V [ L9909 1500 $11 % S9ES
...... Ipe9” | LOtES | vegpy | Stovy | LIPES | sossoTpsure) osueyoxy
...... 88TSL | 90965 12629 | S¥T99 JUSWIOAOA] SOALDSIY
...... CLLOL 17e89” | 6£889 sulurey paureIdy
...... 1T69L" | LTIpL juonnqrasi(y 1oj 1jold 13N
| 96LEL oreys iod Julurey
...... Spuapialg
Aoumy) 150D [im uoniel | 192 JO | 150D S| | sossoppnliuswoaoly] dulreq | joid areyg
ugiolo] asyi poon soido(y wij psoreg | oSueyoxg| 9ams0y | utedy 1N ‘d'd | spuspiaig SW1] UoeWIOJUT

*SJUDWIIRIS [BIOUBUIJ UI PISO[OSIP UOHEULIOJUI Oy} (1IM UOTIOBISIIES ,SI9SN 911 SULINSEOW SO[E9S 9Y) JO TUIIDJ20D UONB[PLO)) (£1-8) 9[qe ]

130



‘((0000°) spenba 11 9s1m1o10 ‘sosoyiudred ur poudsoid d1e SJOAD[ 2ouedIIUFIS)

...... L8LES £S6Ly £LOOV So6LY opL1Y | TEE6T 9TTTe | L8 L86EL LEETE SLele 1011pny Jo SujuEY
...... 91665 8P8YE” 90LTS ELELS 61T8Y’ 86LLY" | TLLOY | TILOS | LOS9V SOLSY siuoaq adue(ey 150(
...... 80199’ £960§ ¢le0s L99¢s SOves” SIvSy 1096S" | vovis Slvsy Soangty dAneredwo)
...... 80STY YANAY LBLES | TLIYS | OESSS 1686S" | 67979 €96LY" [Aoudistsuo) 20108 Y
...... 6G8S9" | LSELOY™ | 1069§ GEETS | 9L0EY" | vTvBS PELLS Auedwo)) paIeIoosSY
...... 6v0SS | OILSS” | 6118Y 8LESS 8LYYS 1816¥° SanII{IqeI[ Udunuoy
...... 6595L° 97344 86019 £06LS 6LS19" siseq 1500 AlojudaU]
...... €850 | 61945 | IS¥9S | 87609 | SiSeq AloludAu] SUIALED
T T T = LEEPS’ tLLOS 129144 swoy| Arewpioenxy
...... £6829° | LzESS AL A STUOUNSIAU]
...... 09979° |SIUBWIAQIN 1955V paxiq
- Juonen[eady S108sy poxig
Suey swoag [ sindigoan| Koumsts | Kuedwol| Kpqery 150)) stseq Areutpi ARieA oW njeady
oupny | egisod | erdwo) | uo) 'y [poreroossyiuofunuo] Aiowoau] [ Kxowusauf | Qenxyg uounssauj] 19sSyXL] | 19SSYXL{ suI9)] uolewiofuy

"SIUSWSIE]S [RIOUBULJ U PISO[OSIP UOTIBWLIOJUT o) YIIM UONORJSIIES SIosn 9y} Surnsesu S3[eds ay) JO TUAIDJI00 uone[auo) (g1-8) 21qel

(ponunuod )

131



WLUOUY) ) SIEUUY 1 9SIMIIYIU SUSIYIUUIEU UL POIUISUIU UIE S[UAY]| JUUBUL)IUSIY
woood T (ozio) [ Gsey) [ (9961) | (1000 | (Zzoo) T (ooo) T (2osz) [ (6ov1) | (1000 | (€1107)

8¢9 | 01507 | vz8el” | 11010° | 6v950- | €£481" | 8€921 | wvev6l" | €LLe0” | L6vso | 66661 | €67zl 1011pny Jo Juryuey
(#£00°) (8100 | (6500) | (0sc0) [ (10007) (1007 | (99207 (8€507)

89z91° | zivgr | szl | 129l | 018L0° | 8¥9zz | 6vovr | Teesz | €7991° | 808607 | 09427 | 86€£80° S1uRAY 0UE[R( 150
() | uer) | (zoood | (Looo) (11009 | (ov10) | (€000) | (85707

11987 | ocser | sevoe | L9611 | L0500 | 0290z | 98981 | ¥60€T" | 1891° | 12L01° | #8491 | 8¥860° som314 oaneredwo)
(L0007 (1,509 (we00) | (0g80) | (#0507 | (z000) | (0z00)

GGRET | 0TSSY" | LSIIE | 66507 | LvE€80" | 916€7 | 09€€Z° | 609SI° } 97SLO" | #OIB0° | 96pLI° | S19p1" |AOudisisuo)) 2onoel ] ooy
(£000) (£0007) Gro0) | @rie) | (ovov) | (1o00) | (10009

8¢zIz | 9vovT | cvveT | 81617 | re061" | 96Sve | 000Te | 069S1 | 8€Lz0 | L9v00" | $9s61° | vEzoT Aueduio)) po1e1oossy
(82007 | (s000) | C(r9t0) [ Cooo) | (tooo) (zs00) | (eLro) | (gzoz) | (zooo) | (S0007)

68297 | TL8LL | LsziT | zsszl | zvviz | sszvr | v618T | 99¥91 | 88,710 | L8SHOT | wwL6L | S968T saniIqe!] juodunuo)
oozt | (81500 | (reoo) | Cooo) | (Grzo) | (oego) | (zseo) | (88507) | (0pso)

zozze | 9s18¢ | opcor | 79590 | 80160 | 98bzz | s86vTe | evecl’ | vE€TOLT | 0LT60 | SLIBD | 15980 SISEQq 1502 A10)U0AU]
(Lvz0) | (50007 @000 | (9900) | (1007 | (6500) [ (czeed | (SLer)

poL€E | LL68E | ssvzy | sooil | eovs8t | TeeLr | 8€v0T | €9IST | STILT | 1TTEL | ¥9I€0° | £98€0° | siseq Axouoauf Jurkie)
(60007 (10000 | @o00) | (ozoo) | (99zz) | (81e0) | (8Lz0)

£1487 61987 | €¥80€ | 161L1° | SSIgT | 99pLg | 0S€€T | IvviT | 09€91° | 688€0° | S6560° | €0zOl swol] AreuwipIoenxy
reet) | (9o0d | Gpoo) | (1000 | (rrood | (toood | 1007 | (6000 | (sLso) | (1esz) | (€900 | (Lz00)

8¥Pso” | 0z6cl | 066%1° | 6v00T | Sso9rt | €651z | vorLrt | 0€8L1° | 0TS80° [ Si1go- | 89121 | 8601 KoL A STUDUNSIAL
(L800) | pse0) (50007 | (2900 T (wo00) | (000)

629y | 6L69¢ | £809¢ | cwvecr | gstor | €96z¢ | 89LLz | vETST | LTOGL | 66T | 916L1' | +ESSIT |siuowoaop s1ossy poxig
(82107 | (50207 | (toooY | (go00) | (zooo) | (w6g0) | (sv10) | (9120 | (16109
1€z6¢ | s8zo€ | ziLse | oggser 16v11° | zsezz | zeiiz | €8stz | €910 | 18p1TU | 60901° | SZLIT |uonenieasy siossy paxij

(ozs1) | (Si91) ~w100) | Gepo) | (9181) | (bzoo) | (Te01) SPOUIRIA AdudLny

...... s6svy' | 88cLe | Lo1sor | 82650 | 8zo6E | 8€6LE | 6TYBL | 09660° | L6LYOT | T1LLPLT | #8990° u31010,] UOI[SURL],
G ECZI (0007 | (1ss0) | (szwo) | (ozir) .
...... 1v6vs | sviol” | 69v80" | 6€LLz | ovw8T | TiLsT | €ep6lT | LEERDT | ££680° | Z€S90 | 100 dopasgpyomasay | o
(9000 | (92007 wz1o) | o) [ so0) —

...... z86Ll | ovsel | 1eevz | Lezer | €syvr | 008ZZ | POLIV | £Z9L0 | TI9ELT [osse ojqidumiurp[impoos
(68007 [ (01000 | (€000 90107 | (ev100) | (8c10) | (Tvs1)
...... 128LE | L6zer | ziver | c6681 | 69021 | 91#01° | SEpO1" | 066%0° |=rerppoyqow uoneaida(y
(56007 | (11200 | ey | (6910 [ (01000 | CL11) | Gopl?)

...... ceier | o08z8or | 06z60° | 9ciir | Lzevl | 6v950t | zotso 199p Jo ud |,
(92007 (90007
...... 62005" | 8sovz | e1vez | 9oLyl | 9g6£z | LooLt 1500 S11 % S9[ES
(2000 | (L£00") 1000°)
...... 6LLYY | 89TOT | SIUIPD | 6€€6T | S1S0T | sossowsuren adueyoxg
(11007
c8.8¢ | pzestr | e61€1T | 88€€T JUDUIDAOIN SIAIaSIY
ovose | 8woze | LTvoT duiureqy pauteloy
- (6100)
...... 06£97° | 9LTE1" juonnqinsiq 1oy 1jo1d 10N]
...... 798LE areys Joq Jururey
..... SPUIPIALGY
- Asum)) 150D s uoner 1qoq Jo [ 1500 Si] | sossopzpn|iuswisaojy| Sulureq 1jold areyg
u812104 asy poon) saxdo(y wisj, ®soleg | a8ueyoxg| oalosay ureysy] 1N d4 SpuapIAl(] SUIS]] UoHBUIIOTUY

‘Zun{eWw UOISIOoP O} SIUSUWIDIRIS [RIOURUIY UL POSO[OSIP SNl UOBULIOJUL 911 JO 2dueuiodulr oY) SULINSLIW $3[8IS 31l JO JUIIOLJO0D uone[ol0D (1-8) SIqe L



*((0000°) sienbo 11 as1mIoy10 ‘sasayiuared ur pAussaid dTe S[OAJ] 20uedIUTIS)

(#0007 | (€200) | (L6zo) | (81v07) [ (80100 | (61007
- TOITY | OEElvy | LS8IE | T9E6T | 9T91T | SvvLl” | €8SI1° | ¥ZSOU" | 60TEL" | 1S8LL" | SELYT lonpny jo dunjuey
(10007) | (S000) | €1000) (10000 | (8%00)
- vSvvp | 19967 | €lLEE | OSvIe | €LTTT | €961 | 060TT | OL1ZT | 06L2Z | 86¥ST sjudAg adoureled 1504
(€0007 | (z0007)
...... 9ZESE | SES6T | 880ST | 096vT | 1€0ST | veS6l | 8O¥6l | 81€8T | 00S8T som31] aaneredwo)
(1€007) | (11009
169K | €616E | SEIEE | €6Eve | 069S1 | STLOU | §LS6Z | S1€6T |Aoumisisuo)) aonoelq ooy
...... €6L0S | €910¢” | 08687 | 8¢€c8T | SSviz | vyvve | 81€8T Auedwo) poteoossy
(80000 | (1ooo) | (€000 (10007
...... ¢sot1e | Lssoz | 1vzLz | ssotr | 8zoig | o086vT soniiqer] Juagunuo)
(10000 | (6v91)
L2 [ R (S 18209° | zz6TT | 61960° | 6€69¢ | ST8EE siseq 1500 A10jUdAU]
(8060°)
...... 69v0€" | 869L0° | Y9SIY" | wp9ee | siseq Kxowoauy 3uikire)
(1000°)
...... 9ZTEE | vyvve | 8S9TT swa)] Areutpioenxg
(9000) | (0500
S0681° | over1 ApUEA sjuswisaAu]
...... €61TS" | SIUDWIDAOIA S19SSY PaXlq
...... UOlEN[BADY SIOSSY paxlg
syuey Siweay | sanadtgaan| Aouasis |-Auedwo)d| Afiqery 150D sisegy Areuipl Awplrep  [1uswoasopy| ‘njeasy
oupny | 1equsoq | eredwo) | uo) v | paemossy [iuaSunuon Kojueau [ A1ojusauy | Qenxyg |uounsoau| 19ssyXL] | 19ssyxi] SuIa)] uoljeuLIoOJu

(panunuod+) “Suryeur UOISIOP
01 SIUDWIOIR]S [BIOURUIJ UI PISO[ISIP S9! UOHBULIOFUT 9 JO doueiodwr oY) SuLNSeIW $9[edS 1Y) JO JUSOIJJI0D UONR[2LI0D) ($]-8) J[qQEL

133



Table (8-15): Mann-Whitney U test results of examining the statistical
significance of the differences in the assessment of influence of the
information provided in different financial statements and reports on
financial decisions, according to the qualifications.

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

A3BSHEET Influence of Balance Sheet O.
by QUALIFIC Qualifications

Mean Rank Cases

66.48 74 QUALIFIC =1 Accounting
65.38 57 QUALIFIC =2 Others
131 Total *
Corrected for Ties
U W Z 2-tailed P
2073.5 3726.5 -.2638 .7920

----- Mann-Whitney U - Wilcoxon Rank Sum W Test
B3ISTMNT Influence of Income St. O.
by QUALIFIC Qualifications

Mean Rank Cases

68.62 74 QUALIFIC =1 Accounting
62.60 57 QUALIFIC =2 Others
131 Total
Corrected for Ties
U W Z 2-tailed P
1915.0 3568.0 -1.3184 .1874

C3SSAFUN Influence of St. of S. & A. of Funds O.
by QUALIFIC Qualifications

Mean Rank Cases

64.47 74 QUALIFIC =1 Accounting
67.99 57 QUALIFIC =2 Others
131 Total
Corrected for Ties
U W Z 2-tailed P
1995.5 3875.5 -.6216 .5342
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Table (8-15): Mann-Whitney U test results of examining the statistical
significance of the differences in the assessment of influence of the
information provided in different financial statements and reports on
financial decisions, according to the qualifications. (....continued)

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

D3CSTMNT Influence of Current Cost St. O.
by QUALIFIC Qualifications

Mean Rank Cases

65.65 74 QUALIFIC =1 Accounting
66.46 57 QUALIFIC =2 Others
131 Total ,
Corrected for Ties
U W Z 2-tailed P
2083.0 3788.0 -.1361 .8917

E3CASHFL Influence of Cash Flow St. O.
by QUALIFIC Qualifications

Mean Rank Cases

59.95 73 QUALIFIC =1 Accounting
72.61 57 QUALIFIC =2 Others
130 Total
Corrected for Ties
U W Z 2-tailed P
1675.5 4138.5 -2.0968 .0360

F3VALUAD Influence of Value Added St. O.
by QUALIFIC Qualifications

Mean Rank Cases

63.69 73 QUALIFIC =1 Accounting
66.71 56 QUALIFIC =2 Others
129 Total
Corrected for Ties
U W Zz 2-tailed P
1948.5 3735.5 -.4818 .6300
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Table (8-15): Mann-Whitney U test results of examining the statistical
significance of the differences in the assessment of influence of the
information provided in different financial statements and reports on
financial decisions, according to the qualifications. (....continued)

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

G3GROUPA Influence of Group Accounts O.
by QUALIFIC Qualifications

Mean Rank Cases

65.59 74 QUALIFIC =1 Accounting
66.54 57 QUALIFIC =2 Others
131 Total |
Corrected for Ties
U \% Z 2-tailed P
2078.5 3792.5 -.1494 .8813

H3DIRECT Influence of Directors' Report O.
by QUALIFIC Qualifications

Mean Rank Cases

66.68 74 QUALIFIC =1 Accounting
63.95 56 QUALIFIC =2 Others
130 Total
Corrected for Ties
U W Z 2-tailed P
1985.0 3581.0 -.4474 .6546

ISAUDITO Influence of Auditors' Report O.
by QUALIFIC Qualifications

Mean Rank Cases

64.55 74 QUALIFIC =1 Accounting
67.88 57 QUALIFIC =2 Others
131 Total
Corrected for Ties
U AW Z 2-tailed P
2002.0 3869.0 -.5410 .5885
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Table (8-16): Mann-Whitney U test results of examining the statistical
significance of the differences in uniformity of the financial statements
and reports, according to the qualifications.

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

AS5COMPRE Deg.of Unif. in terms of Compreh. Q.C.
by QUALIFIC Qualifications

Mean Rank Cases

67.60 73 QUALIFIC =1 Accounting
60.38 55 QUALIFIC =2 Others
128 Total
\ Corrected for Ties
U w Z 2-tailed P
1781.0 3321.0 -1.1229 .2615

B5COMPAR Deg. of Unif. in terms of Acc. Used Q.C.
by QUALIFIC Qualifications

Mean Rank Cases

67.99 73 QUALIFIC =1 Accounting
59.86 55 QUALIFIC =2 Others
128 Total
Corrected for Ties
U \WY Z 2-tailed P
1752.5 3292.5 -1.2615 2071

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

CSHAUDIT Deg. of Unif. in Terms of Audit Re. Q.C.
by QUALIFIC Qualifications

Mean Rank Cases

72.21 73 QUALIFIC =1 Accounting
54.27 55 QUALIFIC =2 Others
128 Total
Corrected for Ties
U W Z 2-tailed P
1445.0 2985.0 -2.7768 .0055
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Table (8-16): Mann-Whitney U test results of examining the statistical
significance of the differences in uniformity of the financial statements
and reports, according to the qualifications. (....continued)

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

D50UTLOO Deg.of Unif. in Terms of St. O.Look Q.C.
by QUALIFIC Qualifications

Mean Rank Cases

70.68 73 QUALIFIC =1 Accounting
56.30 55 QUALIFIC =2 Others
128 Total
. Corrected for Ties
U w Z 2-tailed P
1556.5 3096.5 -2.2230 .0262

ESDISCLO Deg.of Unif. in Terms of Disclosure Q.C.
by QUALIFIC Qualifications

Mean Rank Cases

73.19 73 QUALIFIC =1 Accounting
52.96 55 QUALIFIC =2 Others
128 Total
Corrected for Ties
U w Z 2-tailed P
1373.0 2913.0 -3.1718 .0015

FS5UNDERS Deg. of Unif. in Terms of Underst. Q.C.
by QUALIFIC Qualifications

Mean Rank Cases

71.32 73 QUALIFIC =1 Accounting
55.45 55 QUALIFIC =2 Others
128 Total
Corrected for Ties
U A% yA 2-tailed P

1509.5 3049.5 -2.4702 .0135
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Table (8-17): Mann-Whitney U test results of examining the statistical
significance of the differences in ranking of importance of the different
financial statements, according to the qualifications.

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

A6BSHEET Importance of Balance Sheet F.R.
by QUALIFIC Qualifications

Mean Rank Cases

65.45 74 QUALIFIC =1 Accounting
66.71 57 QUALIFIC =2 Others
131 Total
* Corrected for Ties
U W Z 2-tailed P
2068.5 3802.5 -.2039 .8384

B6ISTMNT Importance of Income St. F.R.
by QUALIFIC Qualifications

Mean Rank Cases

65.24 74 QUALIFIC =1 Accounting
66.98 57 QUALIFIC =2 Others
131 Total
' Corrected for Ties
U W yA 2-tailed P
2053.0 3818.0 -.2877 7736

C6SSAFUN Importance of St. of S.&A. of Funds F.R.
by QUALIFIC Qualifications

Mean Rank Cases

65.26 74 QUALIFIC =1 Accounting
66.96 57 QUALIFIC =2 Others

131 Total
Corrected for Ties
U \WY Z 2-tailed P
2054.0 3817.0 -.2659 .7903
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Table (8-17): Mann-Whitney U test results of examining the statistical
significance of the differences in ranking of importance of the different
financial statements, according to the qualifications. (....continued)

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

D6CSTMNT Importance of Current Cost St. F.R.
by QUALIFIC Qualifications

Mean Rank Cases

64.14 74 QUALIFIC =1 Accounting
68.42 57 QUALIFIC =2 Others
131 Total
~ Corrected for Ties
U W Z 2-tailed P
1971.0 3900.0 -.6540 .5131

E6CASHFL Importance of Cash Flow St. F.R.
by QUALIFIC Qualifications

Mean Rank Cases

62.40 74 QUALIFIC =1 Accounting
70.68 57 QUALIFIC =2 Others
131 Total
Corrected for Ties
U W Z 2-tailed P
1842.5 4028.5 -1.2631 .2066

F6VALUAD Importance of Value Added St. F.R.
by QUALIFIC Qualifications

Mean Rank Cases

62.05 73 QUALIFIC =1 Accounting
69.92 57 QUALIFIC =2 Others
130 Total
Corrected for Ties
U W Z 2-tailed P
1828.5 3985.5 -1.2067 2276
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Table (8-17): Mann-Whitney U test results of examining the statistical
significance of the differences in ranking of importance of the different
financial statements, according to the qualifications. (....continued)

————— Mann-Whitney U - Wilcoxon Rank Sum W Test

G6GROUPA Importance of Group Accounts F.R.
by QUALIFIC Qualifications

Mean Rank Cases

69.01 74 QUALIFIC =1 Accounting
62.10 57 QUALIFIC =2 Others
131 Total
N Corrected for Ties
U W Z 2-tailed P
1886.5 3539.5 -1.0571 .2905

H6DIRECT Importance of Directors' Report F.R.
by QUALIFIC Qualifications

Mean Rank Cases

71.04 74 QUALIFIC =1 Accounting
59.46 57 QUALIFIC =2 Others
131 Total
Corrected for Ties
U W Z 2-tailed P
1736.0 3389.0 -1.7872 .0739

IGAUDITO Importance of Auditors' Report F.R.
by QUALIFIC Qualifications

Mean Rank Cases

66.08 74 QUALIFIC =1 Accounting
65.89 57 QUALIFIC =2 Others
131 Total
Corrected for Ties
U W zZ 2-tailed P
2103.0 3756.0 -.0285 9773
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Table (8-18): Mann-Whitney U test results of examining the statistical
significance of the differences in the pattern of reading of the different
financial statements and reports, according to the qualifications.

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

A7BSHEET Degree of Reading of Balance Sheet F.R.
by QUALIFIC Qualifications

Mean Rank Cases

65.27 74 QUALIFIC =1 Accounting
66.95 57 QUALIFIC =2 Others
131 Total
Corrected for Ties
U W yA 2-tailed P
2055.0 3816.0 -.7554 .4500

B7ISTMNT Degree of Reading of Income St. F.R.
by QUALIFIC Qualifications

Mean Rank Cases

65.77 74 QUALIFIC =1 Accounting
66.30 57 QUALIFIC =2 Others
131 Total
Corrected for Ties
U w yA 2-tailed P
2092.0 3779.0 -.2648 7911

C7SSAFUN Degree of Reading of St.S.A. Funds F.R.
by QUALIFIC Qualifications

Mean Rank Cases

60.39 74 QUALIFIC =1 Accounting
73.28 57 QUALIFIC =2 Others

131 Total
Corrected for Ties
U w Z 2-tailed P
1694.0 4177.0 -2.4916 .0127
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Table (8-18): Mann-Whitney U test results of examining the statistical
significance of the differences in the pattern of reading of the different

financial statements and reports, according to the qualifications.
(....continued)

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

D7CSTMNT Degree of Reading of Cur. Cost St. F.R.
by QUALIFIC Qualifications

Mean Rank Cases

58.76 73 QUALIFIC =1 Accounting
74.13 57 QUALIFIC =2 Others
130 Total ~
Corrected for Ties
U W Z 2-tailed P
1588.5 4225.5 -2.7137 .0067

E7CASHFL Degree of Reading of Cash Flow St.F.R.
by QUALIFIC Qualifications

Mean Rank Cases

56.12 73 QUALIFIC =1 Accounting
76.57 56 QUALIFIC =2 Others
129 Total
Corrected for Ties
U W Z 2-tailed P
1396.0 4288.0 -3.8963 .0001

F7VALUAD Degree of Reading of Value Add. St. F.R.
by QUALIFIC Quualifications

Mean Rank Cases

62.45 73 QUALIFIC =1 Accounting
68.32 56 QUALIFIC =2 Others
129 Total
Corrected for Ties
U w Z 2-tailed P

1858.0 3826.0 -.9754 3294
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Table (8-18): Mann-Whitney U test results of examining the statistical
significance of the differences in the pattern of reading of the different
financial statements and reports, according to the qualifications.

(....continued)
----- Mann-Whitney U - Wilcoxon Rank Sum W Test

G7GROUPA Degree of Reading of Group Accounts F.R.
by QUALIFIC Qualifications

Mean Rank Cases

62.26 73 QUALIFIC =1 Accounting
69.65 57 QUALIFIC =2 Others
130 Total -~
Corrected for Ties
U W Z 2-tailed P
1844.0 3970.0 -1.2031 .2289

H7DIRECT Degree of Reading of Directors' Re. F.R.
by QUALIFIC Qualifications

Mean Rank Cases

61.57 73 QUALIFIC =1 Accounting
70.54 57 QUALIFIC =2 Others
130 Total
Corrected for Ties
U W Z 2-tailed P
1793.5 4020.5 -1.6203 .1052

I7AUDITO Degree of Reading of Auditors' Re. F.R.
by QUALIFIC Qualifications

Mean Rank Cases

59.68 73 QUALIFIC =1 Accounting
71.93 56 QUALIFIC =2 Others
129 Total
Corrected for Ties
U \%Y Z 2-tailed P
1656.0 4028.0 -2.0900 .0366
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Table (8-23): Mann-Whitney U test results of examining the statistical
significance of the differences in the evaluation of the performance of the
PTC, according to classification of the sample.

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

SETTING Setting Objectives of Fin. Rep. P.
by CLASSIFI Classification

Mean Rank Cases

164.91 158 CLASSIFI=1 Users
154.16 160 CLASSIFI =2 Accountants

318 Total
v Corrected for Ties
U W Z 2-tailed P
11786.0 26055.0 -1.0677 .2857

QUALITY Quality of the Guidelines P.
by CLASSIFI Classification

Mean Rank Cases

166.53 158 CLASSIFI=1 Users
152.56 160 CLASSIFI =2 Accountants

318 Total
Corrected for Ties
U W Z 2-tailed P
11530.0 26311.0 -1.3924 .1638

MANDATOR Mandatory Compliance P.
by CLASSIFI Classification

Mean Rank Cases

174.61 158 CLASSIFI=1 Users
143.49 159 CLASSIFI =2 Accountants

317 Total
Corrected for Ties
U W Z 2-tailed P
10094.5 27588.5 -3.1170 .0018
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Table (8-23): Mann-Whitney U test results of examining the statistical
significance of the differences in the evaluation of the performance of the
PTC, according to classification of the sample. (....continued)

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

CONSULTI Consultation with Other Concerned Parties P.
by CLASSIFI Classification

Mean Rank Cases

177.97 158 CLASSIFI =1 Users
140.15 159 CLASSIFI =2 Accountants

317 Total
“ Corrected for Ties
U WY Z 2-tailed P
9564.0 28119.0 -3.7864 .0002

TIMELIMT Time Limit to Comply with the Guid. P.
by CLASSIFI Classification

Mean Rank Cases

174.22 158 CLASSIFI =1 Users
142.78 158 CLASSIFI =2 Accountants

316 Total
Corrected for Ties
U w Z 2-tailed P
9997.5 27527.5 -3.1530 .0016

ALLOWING Allowing Other Parties to Contribute P.
by CLASSIFI  Classification

Mean Rank Cases

179.51 158 CLASSIFI=1 Users
139.74 160 CLASSIFI =2 Accountants

318 Total
Corrected for Ties
U w Z 2-tailed P
9479.0 28362.0 -3.9950 .0001
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Table (8-23): Mann-Whitney U test results of examining the statistical
significance of the differences in the evaluation of the performance of the
PTC, according to classification of the sample. (....continued)

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

MANNER Manner of Promulgating the Guidelines P.
by CLASSIFI Classification

Mean Rank Cases

174.27 158 CLASSIFI =1 Users
144.92 160 CLASSIFI =2 Accountants

318 Total
“ Corrected for Ties
U w Z 2-tailed P
10306.5 27534.5 -2.9794 .0029
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Table (8-24): Mann-Whitney U test results of examining the statistical
significance of the differences in the contribution of the different parties

in advancing the accounting system, according to classification of the
sample.

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

GOVERNP Present Contribution of the Gov. P.
by CLASSIFI Classification

Mean Rank Cases

156.25 155 CLASSIFI=1 Users
158.72 159 CLASSIFI =2 Accountants

314 Total ~
Corrected for Ties
U W Z 2-tailed P
12128.5 24218.5 -.2539 .7996

KSAAP Present Contribution of the KSAA P.
by CLASSIFI Classification

Mean Rank Cases

150.11 155 CLASSIFI =1 Users
165.64 160 CLASSIFI =2 Accountants

315 Total
Corrected for Ties
U W Z 2-tailed P
11177.5 23267.5 -1.5925 L1113

FIRMSP Present Contribution of the Acc. Fir. P.
by CLASSIFI Classification
Mean Rank Cases

150.47 155 CLASSIFI=1 Users
165.29 160 CLASSIFI =2 Accountants

315 Total
Corrected for Ties
U \WY Z 2-tailed P
11233.5 23323.5 -1.4964 .1345
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Table (8-24): Mann-Whitney U test results of examining the statistical
significance of the differences in the contribution of the different parties
in advancing the accounting system, according to classification of the
sample. (....continued)

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

AUDITBUP Present Contrib. of the Audit Bureau P.
by CLASSIFI Classification

Mean Rank Cases

141.88 155 CLASSIFI=1 Users
172.73 159 CLASSIFI =2 Accountants

314 Total -~
Corrected for Ties
U \%Y Z 2-tailed P
9901.5 21991.5 -3.1709 .0015

STOCKXP Present Contribution of the S. Exch. P.
by CLASSIFI Classification

Mean Rank Cases

161.45 155 CLASSIFI=1 Users
153.64 159 CLASSIFI =2 Accountants

314 Total
Corrected for Ties
U W Z 2-tailed P
11709.5 25025.5 -.8053 .4206

PRIVATEP Present Contribution of the Pri. Sec. P.
by CLASSIFI Classification

Mean Rank Cases

153.59 155 CLASSIFI =1 Users
161.31 159 CLASSIFI =2 Accountants

314 Total
Corrected for Ties
U \\Y Z 2-tailed P
11716.5 23806.5 -.8103 4178
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Table (8-24): Mann-Whitney U test results of examining the statistical
significance of the differences in the contribution of the different parties
in advancing the accounting system, according to classification of the
sample. (....continued)

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

ACADEMP Present Contrib. of the Acad. Inst. P.
by CLASSIFI Classification

Mean Rank Cases

166.79 154 CLASSIFI =1 Users
148.56 160 CLASSIFI =2 Accountants

314 Total “
Corrected for Ties
U \%Y Z 2-tailed P
10889.5 25685.5 -1.8704 .0614
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Table (8-25): Mann-Whitney U test results of examining the statistical
significance of the differences in the involvement for the different parties
in improving the accounting system, according to classification of the
sample.

————— Mann-Whitney U - Wilcoxon Rank Sum W Test
GOVERNS Proposed Contribution of the Gov. P.
by CLASSIFI Classification
Mean Rank Cases

149.65 158 CLASSIFI =1 Users
169.23 160 CLASSIFI =2 Accountants

318 Total
N Corrected for Ties
18] W Z 2-tailed P
11084.0 23645.0 -2.0847 .0371

----- Mann-Whitney U - Wilcoxon Rank Sum W Test
KSAAS  Proposed Contribution of the KSAA P.
by CLASSIFI Classification

Mean Rank Cases

159.61 158 CLASSIFI =1 Users
159.39 160 CLASSIFI =2 Accountants

318 Total
Corrected for Ties
U \%Y yA 2-tailed P
12622.5 25218.5 -.0249 .9801

----- Mann-Whitney U - Wilcoxon Rank Sum W Test
FIRMSS Proposed Contrib. of the Acc. Fir. P.
by CLASSIFI Classification

Mean Rank Cases

153.22 158 CLASSIFI=1 Users
164.75 159 CLASSIFI =2 Accountants

317 Total
Corrected for Ties
U \% Z 2-tailed P
11647.5 24208.5 -1.2139 .2248
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Table (8-25): Mann-Whitney U test results of examining the statistical
significance of the differences in the involvement for the different parties

in improving the accounting system, according to classification of the
sample. (....continued)

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

AUDITBUR Proposed Contrib. of the Audit Bureau P.
by CLASSIFI  Classification

Mean Rank Cases

137.07 158 CLASSIFI=1 Users
180.79 159 CLASSIFI =2 Accountants

317 Total -
Corrected for Ties
U \WY Z 2-tailed P
9096.0 21657.0 -4,4234 .0000

STOCKXS  Proposed Contribution of the S. Exch. P.
by CLASSIFI  Classification

Mean Rank Cases

159.60 158 CLASSIFI=1 Users
159.40 160 CLASSIFI =2 Accountants

318 Total
Corrected for Ties
U W Z 2-tailed P
12624.0 25217.0 -.0205 .9837

PRIVATES Proposed Contrib. of the Pri. Sec. P.
by CLASSIFI Classification

Mean Rank Cases

158.50 158 CLASSIFI=1 Users
158.50 158 CLASSIFI =2 Accountants

316 Total
Corrected for Ties
U w Z 2-tailed P
12482.0 25043.0 .0000 1.0000
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Table (8-25): Mann-Whitney U test results of examining the statistical
significance of the differences in the involvement for the different parties
in improving the accounting system, according to classification of the

sample. (....continued)
----- Mann-Whitney U - Wilcoxon Rank Sum W Test

ACADEMS Proposed Contrib. of the Acad. Inst. P.
by CLASSIFI Classification

Mean Rank Cases

168.11 158 CLASSIFI=1 Users
151.00 160 CLASSIFI =2 Accountants

318 Total -~
Corrected for Ties
U \% Z 2-tailed P
11280.0 26561.0 -1.7366 .0824
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Table (8-26): Mann-Whitney U test results of examining the statistical
significance of the differences in the preferred structure for improving the
accounting system, according to classification of the sample.

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

STRUCTUR Sort of Structure P.
by CLASSIFI  Classification

Mean Rank Cases

155.81 158 CLASSIFI =1 Users
164.11 161 CLASSIFI =2 Accountants

-

319 Total
“ Corrected for Ties
8] W yA 2-tailed P
12056.5 24617.5 -.9002 .3680
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Table (8-27): Mann-Whitney U test results of examining the statistical
significance of the differences in the ranking of the important areas of the
accounting system requiring improvement, according to classification of
the sample.
----- Mann-Whitney U - Wilcoxon Rank Sum W Test
ACCAUP Importance of the Acc. and Aud. Stds. P.
by CLASSIFI Classification

Mean Rank Cases

145.93 158 CLASSIFI=1 Users
172.90 160 CLASSIFI =2 Accountants

318 Total
Corrected for Ties
U W Z 2-tailed P
10496.0 23057.0 -3.0121 .0026

----- Mann-Whitney U - Wilcoxon Rank Sum W Test
ETHICS Importance of the Pro. Ethics P.
by CLASSIFI Classification

Mean Rank Cases

172.61 158 CLASSIFI =1 TUsers
146.56 160 CLASSIFI =2 Accountants

318 Total
Corrected for Ties
U w Z 2-tailed P
10569.0 27272.0 -2.5748 .0100

----- Mann-Whitney U - Wilcoxon Rank Sum W Test
ORGANISE Importance of the Org. Prof. Body P.
by CLASSIFI Classification

Mean Rank Cases

167.14 158 CLASSIFI=1 Users
150.91 159 CLASSIFI =2 Accountants

317 Total
Corrected for Ties
U w Z 2-tailed P
11274.5 26408.5 -1.6180 .1057
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Table (8-27): Mann-Whitney U test results of examining the statistical
significance of the differences in the ranking of the important areas of the
accounting system requiring improvement, according to classification of

the sample. (....continued)
————— Mann-Whitney U - Wilcoxon Rank Sum W Test
EFFICINT Importance of the Effective Acc. Ser. P.
by CLASSIFI Classification

Mean Rank Cases

138.22 158 CLASSIFI =1 Users
180.52 160 CLASSIFI =2 Accountants

318 Total
Corrected for Ties
U \%Y Z 2-tailed P
9277.0 21838.0 -4.1992 .0000

- - - - - Mann-Whitney U - Wilcoxon Rank Sum W Test
LEGAL Importance of the Legal Requirements P.
by CLASSIFI Classification

Mean Rank Cases

166.08 158 CLASSIFI=1 Users
154.03 161 CLASSIFI =2 Accountants

319 Total
Corrected for Ties
U W Z 2-tailed P
11758.5 26240.5 -1.1894 .2343

S e o e e e e e — — — —— —— — — —— —— — —— —— — — — — —————————— e

- - - Mann-Whitney U - Wilcoxon Rank Sum W Test
SCRUTINS Importance of the Scrutinising Educ. P.
by CLASSIFI Classification

Mean Rank Cases

166.22 158 CLASSIFI=1 Users
151.82 159 CLASSIFI =2 Accountants

317 Total
Corrected for Ties
U W Z 2-tailed P
11490.0 26263.0 -1.4204 .1555
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Table (8-28): Mann-Whitney U test results of examining the statistical
significance of the differences in the factors to be considered in improving
the accounting system, according to classification of the sample.

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

COMPLIAN Complying with Local Needs P.
by CLASSIFI Classification

Mean Rank Cases

159.70 158 CLASSIFI=1 Users
160.29 161 CLASSIFI =2 Accountants

319 Total
! Corrected for Ties
U w Z 2-tailed P
12672.0 25233.0 -.0826 .9342

FURTHER Further Consultation with Acc. Firms P.
by CLASSIFI Classification

Mean Rank Cases

166.04 158 CLASSIFI=1 Users
154.07 161 CLASSIFI =2 Accountants

319 Total
Corrected for Ties
U W Z 2-tailed P
11765.0 26234.0 -1.5436 .1227

COLLABOR Collaboration with Int. Bodies P.
by CLASSIFI Classification

Mean Rank Cases

171.42 158 CLASSIFI=1 Users
148.80 161 CLASSIFI =2 Accountants

319 Total
Corrected for Ties
U W Z 2-tailed P
10915.0 27084.0 -2.8722 .0041
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Table (8-28): Mann-Whitney U test results of examining the statistical
significance of the differences in the factors to be considered in improving
the accounting system, according to classification of the sample.
(....continued)

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

CONCENTR Concentrating in Practical Issues P.
by CLASSIFI Classification

Mean Rank Cases

162.03 158 CLASSIFI =1 Users
155.99 159 CLASSIFI =2 Accountants

317 Total .
Corrected for Ties
U W Z 2-tailed P
12082.0 25601.0 -.7016 .4829

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

CONTRIBU Contribution from Academic Institu. P.
by CLASSIFI Classification

Mean Rank Cases

166.04 158 CILASSIFI=1 Users
153.04 160 CLASSIFI =2 Accountants

318 Total
Corrected for Ties
U W Z 2-tailed P
11606.0 26235.0 -1.4797 .1389

KSAAC Contribution from the KSAA P.
by CLASSIFI Classification

Mean Rank Cases

167.30 158 CLASSIFI=1 Users
151.80 160 CLASSIFI =2 Accountants

318 Total
Corrected for Ties
U WY Z 2-tailed P
11408.0 26433.0 -1.8786 .0603
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Table (8-28): Mann-Whitney U test results of examining the statistical
significance of the differences in the factors to be considered in improving
the accounting system, according to classification of the sample.
(....continued)

----- Mann-Whitney U - Wilcoxon Rank Sum W Test

PRIVATEC Contribution from Private Sector P.
by CLASSIFI Classification

Mean Rank Cases

162.58 158 CLASSIFI=1 Users
156.46 160 CLASSIFI =2 Accountants

318 Total -
Corrected for Ties
U w Z 2-tailed P
12153.0 25688.0 -.6572 5110

CONTINUE Continuous Monitoring of Acc. Problem P.
by CLASSIFI Classification

Mean Rank Cases

167.75 158 CLASSIFI =1 Users
150.31 159 CLASSIFI =2 Accountants

317 Total
Corrected for Ties
U A% Z 2-tailed P
11178.5 26504.5 -2.4169 .0157
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Part Four: Recommendations, Summary and Conclusions

Chapter Nine : Recommendations for Future Accounting
Regulation in Kuwait
Chapter Ten : Summary and Conclusions

Having, in the last two parts of this study, pursued the objectives
outlined initially, by presenting both theoretical and empirical
evidence of the deficiencies of Kuwaiti accounting regulation and
practice, we aim in this part to fulfil our last objective, namely,
to suggest a new regulatory framework by which these
deficiencies may be addressed and solved in the future. This
final part consists of two chapters. Chapter Nine presents our
recommendations for future accounting regulation in Kuwait.
Chapter Ten draws together the main findings of the study as a

whole, to provide a summary and conclusions.
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Chapter Nine

Recommendations for Future Accounting Regulation in Kuwait

9.1 Introduction:

In the last section of this research, some practical suggestions
will be made for regulating the accounting profession in Kuwait,
in order to avoid the weaknesses and deficiencies of past
experiences. These are based on the analysis presented in the

previous chapters, and the experience of developed countries.

This chapter is devoted to: 1) suggesting a body to proceed with
the reorganisation of the profession, 2) assessing how its
membership should constituted , and 3) suggesting how it
should perform its duties and what it should consider in order

to function properly and effectively in pursuit of its objectives.

9.2 Issues Affecting the Use of Disclosed Financial Information:

There is no need to repeat here the discussion was presented in
previous chapters, on respondents' comments as to which issues
affect the use of disclosed financial information, but we will
analyse these problems taking into consideration the following

points:

- the historical background of the development of the

accounting profession in Kuwait;

- information obtained from our review of annual financial

reports of shareholding companies in Kuwait (1984-1986);

- the views of both samples as to the many problems
highlighted by the questionnaire.
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The following issues affect the use of disclosed financial

information:

9.2.1 Qualitative Characteristics of Financial Information:

It is generally accepted that one of the main objects of any
accountancy system is to provide information which helps in
economic decision-making. Following the FASB conceptual
franﬁework as outlined in Chapters two and five appropriateness
of financial information may‘be ascertained through analysing its
qualitative characteristics!) It was clear from the answers to the
questionnaire that accounts users are dissatisfied with the
qualitative characteristics of the disclosed financial information.
Also, some individuals from the sample believed that financial
information is not sufficient to be relied on exclusively, to do so
may lead to incorrect economic decisions. This imperfection of
the quality of information and its characteristics could be

attributed to the following:-

- Accounts are prepared by insufficiently motivated

accountants.

- There are too few highly qualified accountants for the
following reasons:-

A- Accounting education is limited, and puts high
emphasis on the theoretical side ,and less on the
practical.

B- Many accountants are still deserting the accounting
profession to better paid jobs or more socially-
respectable posts.

C- Co-ordination between all interested parties is weak.
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There is a lack of legislation to force accountants to deliver

high quality accounts.

Lack of awareness of accounts users prevents them from
demanding their legal right of adequate financial

information.

To promote the qualitative characteristics of financial accounting

we have to:

“

set legislation to rationalise financial disclosure in such a
way as to help investors and others when making economic

decisions;

promote and increase general awareness of investors to help
them identify what they need to make successful investment

decisions;

develop accounting education to increase graduates'
knowledge, with special concentration on practical aspects

and quality rather than quantity of subjects studied;

improve co-ordination with all parties and organise

conferences to promote financial reports.

9.,2.2 Measurement Criteria:

A weakness of the system is its use of the historical basis of

valuation. This method does not give precise information,

especially regarding inflation. Therefore, consideration must be

given to the ability of any new system to produce current figures

which reflect the real position of companies and other economic

units.
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By going back to the descriptive studies of the companies'
position, one realises that companies do not take into
consideration current cost, which makes predictions more

difficult as users are relying on inaccurate information.

For instance, respondents stated that reports based on current
cost have a high significance. On the other hand companies do
not compile their reports taking into consideration this

element, even in supplementary statements.

9.2.3 Financial Reporting::

We have clearly indicated the severity of the problems facing the
accounting system and their negative impact on the usefulness of
the prepared reports. The financial reports are the outcome of
this accounting system. All problems, and attempts at solution,
therefore directly affect them. For this reason, it is necessary to
look simultaneously at two problems having a direct relationship

with disclosed financial reports:

(1) Financial Reports Failure:
Respondents expressed dissatisfaction with the reports and

their qualitative characteristics.

(2) Lack of ways of measuring:

(A) the success or failure of financial reports in
accomplishing the task they were supposed to achieve
for accounts users;

(B) the degree of perfection of disclosed financial

information.
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As a result, those who will rely on the profession to devise a
measurement or means to enable them to monitor the
preparation of financial reports will ask whether the reports are
achieving their objectives as perceived, or whether there

remains inaccuracies or faults which need be tackled.

Perhaps it would be helpful to point out some aspects which
ought to be considered when viewing how to measure the

degree of failure or success of the reports:
- Qualitative characteristics of the information in the reports.

- The extent of the success in providing information evaluated

in accordance with current cost as well as historical cost.

- The extent of success in adopting measurement criteria to

satisfy micro and macro accounting.

There is a pressing need to enhance the quality of financial
reports disclosed by different economic units. Studies must
consider the above factors, and examine different economic
sectors, to reveal the existing differences in the quality of

information disclosed by different sectors.

9.2.4 The Role of Accountants and Auditors:

The general assembly has not monitored management closely or
participated in selecting auditors. This highlights another
problem. Most general assemblies do not select auditors but
delegate this authority to management. As a result, the auditors'
neutrality is greatly affected, as they review the accounts of the

management by whom they have been employed for the past
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year. To prevent management having this upper hand, auditors
should be appointed by a third party, otherwise they may face
the choice between carrying out their tasks according to
professional ethics, which might dn some occasions lose them
their client, or acting according to the will of management,
which may involve misleading information. The main reasons for

this are:

- Lack of awareness on the part of shareholders.
- The absence of professional ethics.
- None awareness of the government, of the importance of

accounting.

Thus, those who stand to gain by improved accounting are not
yet committed to change. The problem can not be achieved by
blaming either auditors, shareholders, or management only. The
government, through the Ministry of Trade, the Stock Market,
and the Central Bank, must be pressed to participate in

advancing the accounting system.

The economic crisis which occurred in the eighties showed the
extent of this problem. In 1988, a list was published
condemning some accounting firms for committing a number of
offences. Accounting firms mushroomed during the Manakh
crisis. Many of these firms were guilty of materialism, bias, and

departure from professional ethics.

Although the certificate issued by the auditor authenticates the
financial report as truly reflecting the financial position of the
company, it was apparent from studying financial reports that

companies disclose such reports after window-dressing which
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may mislead accounts users. Companies also change accounting
practices, and the form of report without stating their reasons
for so doing. For these reasons one can say that published
financial reports do not provide sufficient information to help
accounts users to make decisions. Undoubtedly, only a person
highly experienced with reports can read between lines and find

out the real position of the company.

9.2.5 Accounting Education:

Other problems exist in the accounting profession in Kuwait
which could be detected when we observed the current situation
in professional education, before or after employment. There is,

for instance, a decided lack of qualified accountants.

It is also well known that wherever accounting education is of a
low quality, a greater need exists for unified accounting
methods. With reference to the developing countries, whenever
imperfections in accounting education and training occur, the
accountants' evaluation falls short. Therefore, increased
legislation and the availability of standards will improve the

reports prepared by accountants.

9.2.6 Economic Growth:

The needs of the free market in the industrialised states could
be considered as the major factor in increasing the minimum
information disclosure in financial reports. Therefore,
accounting concepts and methods were developed and called for
in these countries, as appropriate methods where there were

large sectors and developed financial markets. Most developing
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countries do not have booming financial markets, for historical,
economic and cultural reasons. It is necessary, therefore, in the
absence of a regulated financial market, to initiate new avenues
to increase accounting information services which are

desperately needed by those who use such information.®

One of the problems which emerged from study of the
companies' annual reports, is that many of these companies have
several investments which were not evaluated correctly, as some

political decisions were introduced to protect debtors' positions

when assets were re-valued.

For a long time, circumstances in the market made only
investment decision in Kuwait a speculation, rather than an
investment. In the absence of quantitative and qualitative
analysis, those who dared most to venture were the masters of
the market. Amazingly, successful speculation was based not on
price increases, but on government intervention when problems
arose. Thus, the government played a negative role in the crisis.
It welcomed share price increases, but when share prices
started to come down, the government intervened by buying
shares of high value for different reasons. In the end, these

measures were not effective.

The empirical research and interviews with some officials
confirmed that tpe economic growth in the Gulf generally and
Kuwait in particular had a positive impact on the accounting
profession. This is confirmed by the fact that accounting services

flourished considerably, even though some economic crises in

172



the area adversely affected the reliability of accounting

information.

(1) In the mid-seventies, oil prices dramatically increased,
causing an economic boom. This led to expansion in
monetary and financial policies, without taking into
consideration the inflationary effects of such policies.
Among the effects of inflation was the stimulus for most
companies to buy and 1sell property or shares, as the most
profitable form of businesses. Thus, companies became
financial assets (shares and property), and there was a trend
away from economically productive to non-productive fields.
The eventual slump in oil process and reduction in the value
of the Dinar resulted in high production expenditure (30%

wages and other high property compensation ...etc.)

(2) The Manakh crisis (we previously explained its impact on
the profession) affected the supposed or expected status of
the profession. In addition to this situation, the lack of
legislation or clear concepts on which the accounting
profession could depend to define its relevance, caused
many practitioners to behave in a way which caused many of

their clients to lose their trust in them.

9.2,7 The Role of the Ministry of Trade:

Up to 1982, when the stock market crashed, the disclosure of
financial information was not properly taken into consideration
by the authorities responsible for the accounting profession in
Kuwait. In the absence of a local professional committee to

establish accounting principles and standards, and oversee their
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implementation, checking on published financial reports was
the responsibility of the Department of Companies, a
Department of the Ministry of Trade. The checking was carried
out routinely on a basis of formal requirements instead of on the
substance which should emphasize the minimum financial

information to be disclosed in the reports.(‘”

The empirical research also showed that there has been a lack of
effort to develop the profession in Kuwait, by specialists or by
the government, represente‘d by the Trade Ministry. The latter
participated only in forming the Permanent Technical
Committee for sétting accounting standards. We analysed its
work in an earlier chapters and saw that the way it performed

its duties failed to bring solutions.

Both samples, when asked about their evaluation of the
performance of the Permanent Technical Committee in setting
accounting standards, raised criticisms which we feel should be
taken into account in any new proposal. Both agreed that the

committee suffered from:

- lack of clearly defined objectives of financial reports;

- poor quality of accounting standards quality;

- lack of consultation with interested parties when setting
accounting standards;

- failure to give enough time to companies to implement and
abide by new standards;

- failure to allow other interested parties to contribute in

setting accounting standards;
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- inadequate or inappropriate method of setting accounting
standards;

- lack of suitable enforcement tools;

- lack of public hearings.

9.2.8 Lack of Wide Acceptance of the Accounting Profession
by Kuwaiti Society:

Some of the problems of accounting in Kuwait can be put down
to the fact that accountancy is not socially widely accepted as a
profession nor regarded as 1irnportant. It is regarded by a large
sector of the society as a bookkeeping or money collecting
(Cashier) function. This view negatively affects the advancement
of the accounting profession in Kuwait, and most Kuwaiti
families prefer to educate their sons for more socially acceptable
professions such as medicine and engineering. Even those who
study accountancy prefer to join a Government Department in

order to maximise their status.

The government, on the other hand, also helped to bring about
this problem, as it was not until recent years that it showed
serious interest in the accounting profession or gave it the status
it deserves. What is more, it did not appreciate the role
accounting plays in planning and economic progress this can
easily be detected by the lack of interest in accounting within
the national planning for human resources, and the weakness of
the procedure applied by Government Departments to regulate
auditing (particularly regarding appointing and sacking
auditors), or presentation of financial information. Even these
few procedures were not applied sufficiently seriously and

firmly. ()
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9.2.9 The Adoption of Foreign Accounting Methods:

It is clear to those who study accounting concepts and methods

in Kuwait that they are a mixture of those known in the western

world. These concepts and methods were taken and

implemented in Kuwait without adaptation to suit local needs, or

taking into consideration differences in environmental factors.

Among the reasons for the implementation of foreign accounting

standards in Kuwait are the following:

1-

Most multinational companies in the Middle East originated
from UK & USA and when preparing their accounts they

normally follow standards applied in the country of origin.

Most auditors have either a western education background

or are partners in a foreign office.

Arab experts who contributed.to found the profession in
Kuwait have applied standards implemented in their

countries.

Exchange of teachers and education methods has taken

place with various countries.

5 - The British colonial management imposed the Companies

Act on all its colonies.

Proliferation of English as a second language in many
developing countries increased the need for English and

American references.(®
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The presence of foreign accounting offices have some
advantages, especially in the absence of national accounting

organisations. Such advantages included:

1- The link between national firms and foreign offices, as
branches or partners, increases their customers' confidence

in them and enables them to gain more customers.

2- Foreign Offices initiate training and qualifying programmes

for local employees.

3- They provide local offices with manuals which explain the

Standards adopted in the developed countries.

4- They supervise the performance of local offices to detect
any deficiency by applying quality control. That is why,
during the Manakh Market Crash, such offices broke

regulations less than others.

Professionals in Kuwait imported and applied accounting
methods without taking into consideration the environmental
factors which affect the nature of the accounting system. It is
widely recognised that accounting concepts and methods are
the outcome of an interaction of many variables and
environmental factors (economic, political, social, ...etc). Many
studies have also confirmed that accounting standards are the
result of the above interaction, rather than theory. Thus,
differences among countries in respect of accounting methods

and standards is due to the differences in their environment.(?)

For this reason, those who aim to promote an accounting

profession in developing countries must comprehend the fact
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that the desired development might not follow the same steps as
in developed countries due, to environmental differences which
affect the process. Moreover, developing countries desire to
achieve progress as quickly as possible, and have the power and

the means to mobilise energy and obtain qualifications.

For these reasons, it is not recommended developing countries
use or adopt accounting methods and standards used by
developed countries before industrialisation, without any

modification or amendment?

Chambers confirms that financial information resulting from the
application of accounting methods and standards adopted from
industrial countries would not be useful to improve a country's
performance.(s) Therefore, each country must develop its own
accounting methods according to the local need and
environment, to enable the profession to perform the task it is

commissioned to perform.

Scott (1968), points out : (9)

"developing nations should adopt organisations of
accounting which consist of adaptations of modern ways to
the special conditions of today's developing nations"

The developing countries need a comprehensive accounting
system which can include all accounting information, to be used

as a basis for economic decision making at all levels.

There are many instances which prove that governments in
developing countries, as the main users of accounts, plays a

considerable role. Their need of financial information differs
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from that of other parties such as investors and creditors. This
mean that the goals of financial information in the developing

countries differ from those of developed countries.(10)

In fact, in most developing countries, the profession is not
expected to play a role in organising professional issues but the
government has the upper hand, in contrast to the situation in
the industrial countries. The situation in developing countries is
that financial reports do 1;10t have sufficient credibility and
reliability in disclosing a company's true position, and will not be
accepted, without legislation and standards to govern these

matters. (11)

There are two reasons why a national accounting system is
required. First: the Anglo-American system might not be perfect
for developing countries. Second: This accounting system might
not be the best or most efficient way of meeting the needs of

accounts users.(12)

There is much argument as to the suitability of the Anglo-
American system for the developing countries. It has become
clear from more than one study, that doubts are caused by some
factors such as: environmental differences , tasks and type of
business, organisation ownership differences, differences in the
views and visions of account users about disclosure limits,

differences in the quality of accounts users.13)

The combined result of these factors is to facilitate the export of
western accounting methods to developing countries, at the

expense of their local requirements.
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The absence of national accounting standards and methods is a
serious matter about which many are concerned. This
phenomenon could result in some affiliated local offices directly
taking orders and recommendations from foreign organisations.
Even when such standards are implemented, implementation is
not universal, or is divorced from the underlying concepts.
Customers and other account users may doubt the reliability of
the professional accounting practitioner, especially when there
is more than one method available and there is no accounting
organisation to which to apply when conflict arises over the

choice of accounting methods.(}4)

9.3 Proposing an Independent Governmental Authority for

Regulating the Accounting Profession in Kuwait:

Moonitz (1974),indicates that,(}5) the United States experience
shows that professional circles are unable to acquire an
enforcement power over their members. Customers and
companies' management are not prepared to see the
professional syndicates undertake to issue standards on their
own, forcing the management to produce their financial reports
in a certain shape and content. There is also no reason to
suggest that government organisations, managements and
account users would agree and accept what such a syndicate
might set, as long as it has no power over them, since they are

not members and there is no formal link between them:.

Billard (1984)(18) and Moonitz (1974)(!17) suggested that
professional syndicates should act as professional advisers and
provide the government, which has the real enforcement power

over professionals and others, with ideas and suggestions.
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Bromwich (1985), mentioned some fears and difficulties which
face the private sector when proceeding to organise accounting
profession in the developing countries. Expressing the view of
those who believe that organisation of the profession in the
developing countries must be the task of a governmental
organisation, he reported that difficulties arise as a result of the
political nature of setting standards, which it is not in the nature

of the private sector to be able to overcome. These problems

are:- N
First: Lack of authority to legislate the profession.
Second: The difficulty in producing a unanimous decision (18)

He also confirmed the need for specialized governmental
authority or management for this reason saying:(lg)
"...In some ways it is surprising that more countries have
not established government-backed agencies of some type
for accounting regulation. Those agencies that do exist
generally arise from an unwillingness of the government or

the community to rely on self-regulation by the securities
industries."

Bromwich mentioned the advantages of giving the responsibility
of organising the profession to a governmental authority, for the
obvious reason that such authority implies enforcement power
on practitioners and professionals-authority that could be
assured by courts. This authority could also be strengthened and
protected through legislations. In view of this, the advantages of
regulating accounting profession through direct governmental
legislation could also be preserved when regulating through a

governmental organisation.(zo)
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Organising the profession would not be the only goal of this
governmental organisation but one of its tasks and
responsibilities. Therefore it will be able to look at accounting
standards with a view wider than that of an association or
authority that is fully committed to setting accounting standards.
Such an organisation, if it employed qualified professionals,
would be able to set accounting legislation more quickly and

efficiently than other parties.(zn

hl

Another advantage of regulating the profession through a
governmental organisation is the fact that such an organisation
would have more independence than a professional association
composed mostly of members from the same environment that
it is trying to organise. Also it would be more able to achieve

public accountability.

In a reaction to this, some scholars fear government taking the
whole responsibility of organising the profession, Tweedie
(1985) expressed the following doubts regarding such

government activity:(zz)

"..First, such control may tend to be over-bureacratic and
be administered by those who do not have to deal either
with the day-to-day practical problems of financial
reporting or with developments in business which require
new forms of reporting. Such bureaucracy could well lead
to insensitivity to practical problems. Secondly, legislation
tends to be inflexible and may fail to result in speedy
action to deal with immediate reporting difficulties, as by
nature it focuses on form and not on substance. Thirdly,
since compliance is mandatory for a range of enterprises,
laws tend either to be broad, leading to diversity in
application or to be set at a minimum level. Fourthly, a
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transfer of standard setting from the profession to the
government could well reduce the profession's constant
striving for improvement in practice, and lead more to a
role of advocating of certain policies on behalf of the
profession's clients. Fifthly, the government and its
agencies are by no means immune from pressure groups
and consequently may be arbitrary in their rulings,
especially as the nature of governments may change.”

However, it may be argued that it is inappropriate to leave
standard selection to individuals or managements, because the
financial information is not for their own use but for other
individuals or organisations, who will use this information and
compare it with other information from different companies.
Lack of uniformity does not facilitate such comparison. Secondly,
accounts users in developing countries are relatively
inexperienced and their ability to analyse information is poor
and limited. Thirdly, organisation is essential to enhance
acceptance of accounting reports by users. Lack of reliability in
accounting reports can also be attributed to the flexibility
existing in accounting methods. It is hard to believe how two
companies from the same sector can apply different methods

and still produce true and fair information.(23)

An AAARY report compiled in 1976 explained how professional
associations in developing countries are not in a good position to
regulate accounting or financial reports. Some countries do not
recognise such associations at all. In view of this, it is not
appropriate in these countries to rely on professional
associations to organise the profession, but considerable reliance
must be placed on the government to regulate the profession

and continuously intervene by setting legislation to achieve this
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task. In the USA, for instance, the SEC was founded after the
crisis of 1929 in the American market, because of doubts as to
the profession's ability to regulate itself and control the financial

reports.

Moreover, because governments in developing countries are
intervening in the economy, they are the main users of
information, and it should serve their needs. Governmental
efforts to regulate the accounting profession would help ensure
that these needs are met? thereby enabling government to
enhance its effectiveness in all areas, through better decision-

making..

After the review of the accounting profession in Kuwait and in
developing countries in general we discussed in the previous
chapters the deficiencies of accounting in Kuwait, and the
problems to be solved. What is required here is a proposal for
binding regulations to overcome deficiencies existing at present

in the accounting profession in Kuwait.

It is clear from the previous chapters and discussion that the
accounting profession in Kuwait needs a definition to clarify who
is responsible for the accounting profession. At the present time
there are many entities who are responsible for the profession

and all lack:-

1- Authority and responsibility.
2- Mandatory power.
3- Practical and professional ability to organise the profession.

4- Cadre of professional members:
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The present situation in the accounting profession necessitates
an organisation which is responsible for all aspects relating to
the profession (technical, academic, regulatory matters, financial
...etc). This organisation should be a government organisation, to
ensure the binding nature of its decisions. An independent or
private sector body would not have sufficient power to impose its

decisions on all parties in the country.

The profession in its presenE form is like a business service. It is
primarily looked at as a customer service, and there is little
recognition of its other duties such as the protection of
investors' financial interests, contribution to national planning,
and updating information for management and investment
decisions. That is why it is necessary to speed up reorganisation
of the profession, not only from the technical point of view, but
also from the point of view of strategic foundation of the
profession. In other words, goals and other related
administrative matters must be clearly defined. This will not
happen unless an organisation is founded to take the
responsibility for defining goals and other related formalities,
and implementing the necessary activities to achieve the

objectives determined.

In addition to unifying the implementation of principles by
companies and accounting offices, it should also verify the
acceptability of financial reports, the way the audit service is

conducted and its cost.

One of the most important things to be taken into account when

issuing standards is the needs of those who use financial
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information. Therefore priority must be given to identifying the
types of users and the needs of each type. The organisation can

then work out how to meet those needs.

Therefore the next problem to take care of is to determine the
quality and quantity of the information which has to be disclosed

to the decision maker.

Many countries have experience of setting accounting standards.
This is especially the casé¢ in developed countries, some of
which have made remarkable steps in this area. However,
experience has shown that there are many different ways of
choosing and developing standards; countries benefit from each
other and learn from other's mistakes and experience. There is
probably no reason to suggest there is one common way of
setting accounting standards in those countries. Even those with
common languages follow different paths, due to differences in

environmental factors.

Three distinct stages(25) may offer the best approach for setting
accounting standards. The proposed stages could be
implemented step by step by one or more organisations
connected with the reports such as; the accountants, those who

deal with accounts, the auditors or the legislators.

9.3.1 Design Stage:

In this stage the problem will be identified, studied and verbaly
constructed. The identification of the problem and its
recognition normally would come from one of the parties

concerned with accounting, such as the university, accounting
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offices, or professional associations. What is needed here is
research to explain the size of the problem, its symptoms, the

size of its effect and the areas affected.

Subsequently, the problem will be discussed by the appropriate
committee, which has the power to consult those considered
relevant. The discussion should also include those who first
identified the problem. Attempts will be made to determine the
best way to solve the prtzblern. The views and suggestions

obtained will form the basis for the draft of the new standard.

9.3.2 Approval Stage:

At this stage, the standard will be re-examined by the
independent body, and the problem again discussed, and its size
and effect approximated. When it is agreed that, the standard is
likely to brings about a solution, it will be agreed upon and will

be ready for implementation.

9.3.3 Enforcement Stage:

This stage will be composed of two steps. First an Exposure
Draft is issued, whereby the new standard will be distributed
among all companies who will be bound by it. There will be a
period of one year during which any criticisms, suggestions, or
recommendations may be made. Also, there should be meetings
with people and organisations who have views worthy of
discussion, to further understand and identify any deficiency in
the standard, so it may be amended before the standard
becomes compulsory the following year. The amended draft

standard should by then be ready for implementation, and fhose
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who do not act in accordance with its provisions should be

subject to prosecution.

To overcome any deficiencies in the standard, campaigns should
be mounted, first to educate the public about the importance of
accounting, and second, to upgrade the knowledge of
accountants and those who use financial reports, of the
accounting standards concerned, to enable them to participate

fully in the discussions about any standard.

This highlights the need for a specialized accounting magazine.
We suggest that it should be published by the organisation which

sets the accounting standards.

The main question remains, who will take the responsibility of

each stage?

1- With regard to the first stage, which is actually the
preparatory stage of the standard, those with high
professional experience in accounting matters should take
responsibility. Perhaps the profession is the likely
candidate(26) By profession, we mean professional auditors
and accountants who are responsible for preparing accounts

and writing financial reports within companies.

Accounts users may be least experienced in this matter.
Therefore their participation in the committee is not
recommended. If the government were to interfere in the
primary stage, that would no doubt affect many of the
experienced individuals; therefore there is no need for their

intervention at this stage.
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The second stage is composed of two aspects, professional
and political. For this reason, those who participate in this
stage should be highly qualified and experienced to predict
the degree of acceptance of the new standard among those

who prepare or use accounts and financial reports.(27)

In the United States, although FASB is responsible for the
previous two stages, frequently the SEC intervenes and

rejects some proposals.
“

The third stage should be in the hands of those who not
only have the will but also the power of enforcement.
Professional associations are not qualified for this stage
because the enforcement they are likely to achieve can only
cover their members. This would hardly be sufficient to
force professionals and others to abide by the accounting

standard. (28

Formation of a recognised body to follow up the setting of

accounting standards should take into consideration the

following:

(29)

Membership:

Those who will take part in organising the accounting profession

in Kuwait, must:

1-

2-

3-

have excellent technical and administrative capabilities;
fairly represent the departments and accounting sectors;

work full-time in this chapter.
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The Committee's Relationship with the Accounting Profession
and International Platforms:

There should be a close relationship between those who set
standards and those who implement them. A continuous
relationship with international professionals and societies, visits,
exchange of ideas and attendance at relevant conferences is
highly recommended to enable the members to maintain a

regular and continuous update of accounting methods.

h

Requirement of Approval:

The proposed body has to set the conditions and the nature of
the standards to be reviewed and approved. To determine the
formm the standard should take and the procedures to be followed

by the standard presenter might take time.

In Australia, the ASRB (the department that sets the accounting
standards) puts forward some conditions for those who present
standard for approval. One of the main points is to see whether
the standard was presented generally to the public or
professionals, and the outcome of such presentation. To find out
the main arguments to support the proposed standards, we have

to analyse the following :
Defining the Problem:

It is necessary to examine in general terms, how the standard
will solve problems. Connections should be made between the

standard and international literature on similar problems, and
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the solutions adopted by other professional institutions, pointing

out the main differences between them, and the reasons.

Finally, it is necessary to consider the obstacles which faced the
standard during the evaluation period. Why was it not accepted,

and what are the answers to such obstacles?
Standard Selection:

Even if a standard—setting‘ procedure is agreed the question
arises, with which standard should we start?. It is difficult to
point out who will have the responsibility, especially as the work
environment is constantly changing, providing us with new

problems.

It is probably best if all interested parties have a shared role in
selection, through a joint committee. This would select

standards and determine priorities for what is to be done.
How to Set Accounting Standards?:

No standard should be set before it has been publicised and
circulated to those concerned, to evaluate their reaction.
Therefore, there needs to be a newspaper or magazine to
publish new standards and to receive comments and criticisms
from professionals. If it is thought necessary, a meeting should

be organised for discussion of the standard by those concerned.
The Form of the Standard:

The accounting standard should take a special form, because it
will be regarded as binding legislation. Therefore the required

wording must include introduction, definitions, and discussion.
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The standard itself should be set in a different type from that

used for introductions... etc..
Correction and Approval:

The question to be asked here is whether those authorised to
approve the standards have the power to amend the wording
and the form of the standard? It was clear to those concerned
that the committee's duty is either to approve or reject the
proposed standard, with nb power to amend or re-phrase any

standard.
Quantity of Standards and Necessity to Set Them:

Professional critics are not concerned with the number of
standards; what is important to them is the extent to which
these standards solve accounting problems, and the quality of
the standards themselves.

9.4 General Recommendations for the Proposed Independent
Governmental Organisation:

The following aspects must be considered by the organisation
when regulating the accounting profession in Kuwait. They are

the result of descriptive and analytical research

9.4.1 The Importance of the Financial Statements:

Income statements and balance sheets are the most important
sources of information for accounting and financial reports users
when they make their investment decisions, as was clear from
the survey. For instance, in answer to the first question, those

who were asked pointed out the main elements of information
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they check before making an investment decision. Users
indicated that he most important elements of information, are
the profit to be distributed, retained profit, share profit,
distributions, sales and cost of sales, all sorts of loans, and
investment classification. All these elements appear in the

annual balance sheets and income statements.

Despite the importance of these elements in financial
statements and reports, re1spondents are dissatisfied with the
disclosure of these items. For instance, net profit for distribution
had an importance rating of 92.4%, but 48.2% of the sample was
satisfied only if it was disclosed in the accounts. The less
satisfactory factors obtained ratings between 51.9% - 12.2%.
Thus, it is crucial for those who regulate the profession to insist
on more information disclosure which could facilitate

comprehension and benefit to accounts users.

When answering the sixth question about the importance
ranking of sources of information, the balance sheet and income
statements obtained averages of 1.905 and 1.734, which were
very close, as opposed to other sources. The average for the
third most important source, the statement of source and

application of funds, was 3.918.

This outcome is also emphasised by the answer to question
seven which asked to what extent the user reads different
financial statements and reports. 90% fully read the income
statement and balance sheet, then with less enthusiasm, the
statement of source and application of funds, which appeared to

be fully read by 75%.
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When answering the third question the sample emphasised that
the statements most influencing investment decisions are

income statement and balance sheet, in that order.

Therefore, regulators must take account of the fact that users
find only balance sheet and income statement worth reading to
affect their decisions. Other statements and reports obtained
influence ratings of 65% or less, whereas the influence of
balance sheet and income statement was 77.86%, and 79.1%

hl

respectively.

In reply to the question on the importance of financial accounts
to financial decisions, income statement and balance sheet came
first and second with 88%, and 85.5% respectively. The other
statements were of less effect, amounting only 5%-11.4%.
Replies to the question about reading of financial statements and
reports revealed that between 24.7% and 67.1% read

statements briefly or not at all.

This makes it very important for the regulators to upgrade the
level of other statements, which are regarded by accounts users
in other countries as very influential on their investment
decisions. Perhaps companies should be compelled to present
such statements and emphasis should be placed on their

importance and effect, with a view to enhancing their quality.

9.4.2 Qualitative Characteristics:

Regarding qualitative characteristics of the available information
in financial reports, the sample were asked to what extent they

were satisfied with information disclosed in the balance sheet,
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income statement, and statement of source and application of
funds. It was clear from the responses that only a few were
satisfied with the qualitative characteristics of the disclosed
information. 36.7% of the sample regarded the disclosed
information in the balance sheet as sufficient and reliable, 28.5%
in the case of income statement, but only 17.7% regarded the
information on statement of source and application of funds as

useful and reliable.

Ll

Other qualitative characteristics of the information were seen by
the sample as less useful, 8.2% considered the information in
the statement of source and application of funds as useful in
terms of comprehensivety, 14.6% agreed that income
statements are useful, 16.5% regarded balance sheets as useful

in terms of comprehensivety.

The rest of the qualitative characteristics of the disclosed
information on the financial statements and reports was not
regarded as satisfactory by the account users. This indicates the
urgent necessity for the reorganising body to try to upgrade the
qualitative characteristics of the disclosed information to make
it more credible, reliable, comparable with other information
disclosed in other companies' accounts, understandable, helpful,
suitable to decision making, harmonising with past disclosed
information by the company, accurate, timely, capable of

predicting future decisions, and comprehensive.

9.4.3 Degree of Uniformity:

Other subjects which should attract the responsible body to

consider the importance of uniformity of accounting methods
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applied by companies, are the form of the reports, degree of
disclosure and other related matters. When the first sample
(users of accounts) answered the fifth question, concerning their
opinion on the degree of uniformity of the disclosed financial
statements, 35.4% of the sample indicated that accounting
methods used by companies were uniform and only 16.5% of the
sample thought there was a degree of uniformity on th’e
disclosure level. This proves that accounts users are not satisfied
that reports prepared by different companies are comparable in
terms of comprehensiveness, the methods applied, the audit
report, form of the reports, degree of disclosure, or

understandability.

These results confirm the need for the body responsible for
regulating the accounting profession in Kuwait to upgrade the
standard of the disclosed information by unifying the form and

the content of reports.

9.4.4 Issues to be Tackled by the New Organisation:

The questionnaire addressed to the second sample revealed the
views of accounts preparers and professionals in general to areas
and problems that need to be dealt with. Most of the sample
were in agreement on many problems and obstacles. Between

66.5% to 85.1% identified the following problems:-

1- The value of financial information for industrial prosperity is

underestimated.

2- Lack of proper financial reports hampers the growth of the

commercial sectors.
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3- Non-availability of appropriate financial information affects

the effectiveness of the financial market.

4- Mis-planning is a direct result of non-availability of enough

financial information.

5- Although accounting methods have a positive impact on the
success of the economy, in Kuwait they are not given such

consideration.

*

6- Little care is given to control and follow up of accounting in

Kuwait.
7- Accounting is not properly used for government purposes.

8- Lack of appropriate accounting information was one of the

causes of stock market crash in Kuwait.

For this new regulatory body to succeed, it must make sure that
financial information helps develop the Kuwaiti economy, is
available when needed by all parties, is used to monitor the
economy, and is used for supervision and follow-up of economic
plans etc.

9.4.5 The Contribution of Different Parties in Advancing the
Accounting Profession in Kuwait:

Inefficiency in accounting profession has also to be dealt with by
the proposed organisation. The second sample were not in
agreement in their responses to the question about the
profession's contribution to the development of accounting.
59.6% believed that the profession has a positive role in setting

account methods; 52.8% believe it has a positive role in setting
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professional ethics, but a minority agreed that there are many
aspects which the profession could help to develop. 48.5% to
31% thought the profession's contribution should be to organize*
professional training for individuals and companies; to increase
respect for the profession and professionals in society; to supply
the market with qualified and competent cadres; to develop
general accounting methods; to supply the market with suitable
accounting information for economic decisions; to help to find
required standards for licensing accountants; to co-ordinate
with the government and others to develop accounting services;
to organise local professional studies; to ensure a high standard
of accounting education in the university faculties; to respond
positively to accounting demand by the government; and to

strengthen the channels with the international organisations.

All the deficiencies found in practice indicate the need to
implement a suitable strategy to upgrade the profession to meet

the needs of Kuwaiti society.

The evaluation by the two samples of all parties' contributions in
the development of the accounting profession, revealed their
belief that the government, represented by the Ministry of
Trade, has the highest interest in developing the accounting
profession. Next come the Association of Accountants and
Auditors, with accounting offices in third place. Both samples

felt that the private sector has the lowest contribution of all.

It was also suggested that the Association should have the
highest contribution in developing the accounting profession in

Kuwait, probably by providing as many of its elected members as
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necessary in all efforts to regulate the profession generally, and
in issuing standards in particular. This implies strong and
fruitful connections between the Association and the body
responsible for regulating the profession, which could be
maintained through continuous meetings, providing information
on objectives of personnel affiliated to the Association, and
programmes organised by the Association to enable the
organising body to benefit fully from the Association and its
members. Similarly, other interested parties should be in
communication with the authoritative body, enabling it to have a

well-balanced outlook in performing its duties.

It can also be pointed out that those concerned with accounting,
whether as accountants or users, were not satisfied with past
experience, where governmental agencies alone organised the
profession. The majority in both samples insisted that the
reorganising body should consist of professionals, in addition to

governmental agencies.

9.4.6 Major Accounting Aspects Needing Improvement:

It could also be relevant to identify the accounting aspects which
we think need improvement, recalling one of the questions both
samples were asked. Both agreed, with a high majority, that the
first problem to be discussed is issuing accounting and auditing
standards; the second problem professional ethics; the third
problem the setting up of requirements for practising the
accounting profession. These three problems are the most
important and therefore must be given priority by the

professional reorganising body. There are also other problems
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which need solving, although they were accorded lower priority
than the three mentioned above. They include better accounting
service, improvement of accounting education and development

of specialized professional associations.

Some pressing problems for solution to be considered by the
body were suggested by both samples, though there was
disagreement among them, not only as to which should have
priority, but also as to which of them would gain the acceptance

h

of the majority. These were as follows:

- When setting the accounting standards, local requirements
must be considered. Environmental and internal needs must
have a clear impact on the accounting standard setting

process which is meant to solve the problems facing Kuwait.

- The new body has to follow up and examine all problems
concerning the accounting profession in Kuwait and help to
solve them. In other words, it should not wait for the
problem to be identified and presented to it by others, but
should initiate its own study of the true situation in the

profession and problems to be solved.

- There is a need for a strong mutual relationship between
the body which sets the standards, the local and
international organisations, and other parties concerned
with the accounting profession, to give the body a chance
continuously to update accounting development, its
organisation, and research. Probably the most important

ways of developing such a strong relationship are positive
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participation in international organisations, participation in

conferences, exchange of visits and the use of experts.

The authoritative body should utilize the experts available in
the accounting offices, by increasing contacts with them and

encouraging them to comment.

The professional association (Accountants and Auditors
Association) should be accorded a bigger role in setting
accounting standards, as the Association can direct its
members' efforts. They work in various accounting-related
organisations and can voice their views and comment on the
discussed accounting problems. Each will look at them from
a different angle, according to his job background and place
of work. Thus the associations' importance is derived from
the fact that it is a productive association and it is the
organisation which contains all accounting related

employees.

Considerable concentration on practical, rather than
theoretical, issues, is required. This requires that the new
body keeps in touch with the profession, to observe what

problems and obstacles need to be solved.

Academic institutes should be involved in standard-setting,
they can be encouraged to participate in relevant research
etc, by the allocation of grants, or awards for studying

certain accounting problems.
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Increased contact should be made with the private sector to
benefit from its experts. It may also  contribute towards

financing some of the body's expenditure.

9.4.7 General Points to be Considered by the Authority:

These are the most important problems any regulating body

must solve:

1-

The first step for the bgdy is to identify the objectives of the
financial reports, taking into consideration what it would
like to see in the reports, who uses such reports, and what
are their needs. Consideration of such matters will enable
regulation providing a foundation to rely on, and a guide-line

to work within.

2- The regulating body should also encourage positive

3-

contributions by the interested parties, to include all
available efforts and experiences and also to share the
responsibility for the failure or success of the regulations
with all parties. To achieve such a goal, there must be some
mechanism to set accounting standards and regulatory Acts,
which clarifies the areas and ways in which the parties can

participate.

Standards should be clearly worded, unambiguous,
comprehensive, and stating clearly the penalties for non-

compliance.

Another aspect the body must look at, as it will undoubtedly
affect its success or failure, is the availability of all necessary

means to verify and assure compliance of all concerned. The
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last Permanent Technical Committee lacked such strength,
for it was formed of small non-specialised units, without

enough manpower properly to execute such a big task.

9.5 Conclusion:

Briefly one can summarise the model of the proposed new

organising body as being based on:

1- authority and binding ltzgal power;

2- a scientific approach to the accounting standards-setting
process;

3- representation of the concerned parties;

4- strong association with interested parties, both at the
national and international levels;

5- formal procedure, such as: legislative, financial, and

administrative formalities.

The role of the proposed organization in the accounting policy-
making process is shown diagramatically in Figure (9.1), which

is based on the conceptual framework of Chapter Two.

In relation to the above, certain points emerged in the course of
this chapter as to the duties and structure of the proposed

organising body:

1- The accounting profession in Kuwait is desperately in need

of a regulating independent authority with binding powers.

2- Its binding legislative powers should be derived from a
governmental authority, which alone would have the power

to endorse or reject recommendations for a new standard
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or accounting regulation put forward by the organising body.
Endorsement of a recommendation or draft standard would
be followed by its formal legalisation of the powers of the
governmental authority should not exceed endorsement or

rejection of recommendations.

A feasible, fair and thorough solution to representing all
concerned parties in the new body would be to allow all
those involved in accounting and accounting users to

participate in the body's activities.

The proposed accounting standard setting structure must

consider the following:

* The nature of the users of disclosed financial
information , and their requirements.

*  Clear quantitative and qualitative specifications of the
disclosed financial information.

* A defined procedure for the standard-setting process,
such as draft exposure, public hearing, and
correspondence.

*  Follow-up and continuous evaluation to ensure perfect
implementation and the effectiveness of standards.

*  Continuous mutual coordination with other Arab
professional or commercial associations, especially with
regard to accounting standards and uniform financial

reports of national and multinational organisations.
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Chapter Ten

Summary and Conclusions

10.1 Introduction:

In this final chapter the researcher presents the conclusion
drawn from this research and offers recommendations
concerning the improvements needed to bring the accounting
profession in Kuwait to a level of professionalism at which it can

serve the growing requirements of the developing economy of

Kuwait

10.2 Summary and Conclusions:

The introduction and the utilization of modern accounting
methods has a relatively recent history. In Kuwait, the
introduction of accounting in its comprehensive modern form
coincided with the flow of oil, when modern company structure,
the natural environment for the implementation and the
development of accounting, began to thrive. The empirical
research carried out revealed that the first ever company to be
registered in Kuwait was the Petroleum Company. Other private
and governmental companies were soon to follow. Thus the

National Bank of Kuwait was established in 1952.

Nevertheless, accounting as a profession is still in its first stages.
Therefore, there is still only one professional association, which
faces many challenges and has to stand against internal and
external difficulties. Up to date, the accountant is regarded as a
cashier. Research has been limited and there is a lack of

specialised professional publications.
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Present day Kuwait has experienced in recent years, outstanding
economic development in various respects. The number of
registered companies and other organisations increased
dramatically, resulting in significant and rapid social and cultural
changes, in addition to the introduction of new legal acts to
regulate such momentous developments. In the meantime, the
country also experienced legal and financial controversy and
criticisms concerning the economic failure of some corporations
and individuals. Probably the outstanding example of such
failures is the economic crisis which Kuwait endured at the
beginning of the last decade. The government is still faced with
the consequences of this, but has been unable to find a solution

that satisfies all parties concerned.

One of the reasons for this phenomenon is the fact that many
citizens practiced business without prior knowledge of financial
matters, financial background or past experience, which

undoubtedly affected the performance of these companies.

The interaction of these elements developed a natural need for
accounting service in Kuwait, a demand for a better
understanding of various elements in accounting and a
recognition of the importance of accounting within the society.
Thus, it appears that the socio-economic circumstances are ripe
for development of the accounting profession. What is needed is
regulation of accounting-related matters. The government must
enact legislation in order to pave the way for the profession to

carry out its duties effectively.
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The pursuit of such an objective speeds up the essential need for
a legislative body, its prime objective being the organisation of
the accounting profession in Kuwait. Its members should be
drawn from the highly qualified and experienced elite, and there
must be active participation of all parties concerned. The
academic and professional qualifications of the members will
enable them effectively to steer the body towards fulfilling its
objectives. This possibility will be further enhanced if the
members are equipped with a prior vision and anticipation of
their task, the long term objectives of the body, and
identification of the tools and methods to help achieving such
goals. It is also essential to apprehend what society and the
profession expect from each other. Consideration should be
given to the historical experience and the accounting standards
used by developing countries to adopt what may be suitable for
Kuwait, taking environmental factors into consideration.
Understanding is needed of standard-setting and the
importance of pre-set standards in controlling the quality of
financial reports disclosed by economic organisations, so that
users of such reports may take correct economic decisions

based on accurate information.

Analysis in the previous chapters indicated that many authorities
in the past were unaware of the vital role accounting plays in
developing planning and control, and also in facilitating
successful economic, social, and political decisions. Accounting
consciousness has grown, as a succession of accounting
problems and crises, has highlighted the importance of financial

information, at both micro and macro levels.
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The previous chapters clearly demonstrated the deficiency in
the disclosed financial information from the points of view of:

- insufficiency:;

- historical information basis;

- length of processing time;

- lack of comparability with similar information.

These are the reasons behind the researcher's call for the
formation of a new body f‘sntrusted with the responsibility and
empowered with the authority to organise the accounting
profession, and to define those who benefit from financial
information through empirical, behavioural, and demand
research. This requires a pre-designed plan for setting
standards, implementation and enforcement. To function
effectively, the body should be composed of members from
accounting-related professions such as: members of the
Accounting Society, the Stock Market, the Audit Bureau, the
Accounting Department, the Ministry of Trade and Industry, the
Central Bank, and the Private Sector.

The aims of this study were to investigate whether financial
information users have access to appropriate statistics and
information prior to their economic decisions, to identify the
best way to develop the accounting profession in Kuwait, and to
set the main characteristics for the proposed accounting system
which is essential to solve the problems and challenges facing
the profession in Kuwait at present. To realise such goals, it was
necessary to start by examining the financial information
disclosed by Kuwaiti shareholding companies, to inspect the

nature and scope of the financial information disclosed in their
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reports. The next step was to analyse all legislation regulating
different aspects of the accounting profession, to gain an
adequate apprehension of other elements related to the
accounting profession, such as education. Thus, all aspects of the
accounting system were examined to verify the adequacy of the

disclosed information on which investment decisions are based.

Then, a questionnaire was carried out among those concerned,
not only to inspect the d‘egree of deficiencies in the present
accounting profession but also to obtain their views as to how to
overcome them, the main obstacles, and what sort of body
should be responsible for overseeing the implementation of the

proposed solution.

Literature on accounting-related matters in Kuwait had been
very scarce. Therefore, the inspection of shareholding
companies' accounts in Kuwait, and the questionnaire carried
out among accountants and users of financial reports to better

understanding of accounting realities in Kuwait.

This empirical study revealed the problems and deficiencies in

the accounting profession in Kuwait to be as follows:

1- Legislation enacted by the authorities to regulate aspects of
the accounting profession is not comprehensive and only

suits some companies.

2- Many of laws and regulations are vague, ambiguous, and
lack illustrative information, making them subject to

different interpretations.
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11-

12-

13-

There is undue concern with form at the expense of

content.

Legislation has therefore created misunderstanding, rather

than leading to a better report performance.

Accounting education consists largely of translations of
western literature in the field, with no consideration of

the country's needs.

h)

Undergraduate education qualifies students not for a

innovative or analytical work, but for routine tasks only.

Research concerning local needs is generally weak and

scarce from the qualitative and quantitative points of view.

The accounting profession is powerless and lacks

regulation.

The role of the professionals in advancing the accounting

profession is ineffective.

The authorities and academics have exerted hardly any

effort to promote accounting thinking in Kuwait.

Accounting practices in use by Kuwaiti companies have a
western background, and there is little, if any,

consideration of the Kuwaiti environment.

The management of some companies have little

understanding of accounting matters.

Accounting practices in use by some companies are

unsubstantial, lacking unity of concept.
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14- Diversity of practice, including frequent change, is the

main characteristic of companies' accounting methods.

15- Internal auditing is ineffective. Only a few companies
recognize the importance of such a task. It is normally

carried out by accounting departments.

16- Most companies suffer shortages in the quantity and

quality of accountants.

k)

17- Co-ordination and relations between financial accounting

and government accounting are inadequate.

18- The present accounting system does not provide decision-
takers with adequate information, in either the public or

private sectors.

19- The present accounting system does not provide the
information needed for development and planning at
different stages, including the information the government
needs for implementation, control, and performance

evaluation.

The existence of an effective accounting system might eventually
alleviate the problems and challenges presently encountering
the profession, a result which we hope would follow the
proposed establishment of a body responsible entirely for
regulating various accounting aspects. Such a regulation will
eventually enable disclosed financial reports to be of great use
for planning, implementation, control, and performance

evaluation. By this means, it would be possible to overcome the
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many current problems are direct results of inadequate

reporting and lack of an effective accounting system.

To enable the recommended new system to overcome the

present deficiencies, the researcher recommends the following:

1-

A new body should be created to regulate the accounting
profession, to set accounting standards, and to control

their implementation.
Al

The new body should supervise, and check financial
information disclosed by companies, to examine the extent
of their compliance with legislation and regulations issued

by the regulating authorities.

Legislations and accounting instructions should be clear,

and comprehensive.

Companies must comply with any binding legislation

issued by the authority.

The profession must regulate its functions, encourage
active membership, and with the help of other authorities,

enforce the profession's ethics.

The professional association must encourage its members
to attend or participate on conferences and seminars, or

initiate their own research in accounting matters.

There is a need to educate management in companies, to
qualify them to take responsibility and to apprehend the

necessity of financial reports to all sectors of society.
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10-

11-

Emphasis must be put on auditing. Auditors must be
selected by general committees, not by management, to

guarantee they are free of management control.

Accounting education should be directed towards the
impact of environmental factors on the profession,
including what needs for decision-making and critical

analysis.

The accounting orgahisation must become the nucleus of

accounting education.

Researchers in accounting should focus on cases close to

the actual circumstances and environment of Kuwait.

To conclude, discussion in this research focuses on three

objectives:

1-

To draw the attention of officials, accountants, and all those
concerned with accounting in Kuwait to the essential role

accounting plays in economic and social development.

To try to provide an accounting system suitable for

developing countries in general and Kuwait in particular.

To explore aspects of accounting information disclosure
which deserve highlighting and study in order to overcome

the existing problems.

In the end, accounting standards must become reality in Kuwait.

Practical steps to realise this system should be taken, to enable

the profession function effectively.
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In the previous chapter we recommended proposals to organise
the accounting profession in Kuwait. These proposals, we
believe, are appropriate to overcome the problems presently
facing the profession. Their main characteristics, as explained

before are:

- An independent governmental organisation should be
established, empowered to regulate the accounting
profession in Kuwait Py passing legislation and regulations
which it considers relevant to overcoming present

deficiencies.

- It should be authorised to deal with all matters relating to
regulating the accounting profession, especially the setting

of accounting standards.

- Employees of the body should possess certain educational
and practical qualifications and managerial ability. A full-
time staff with advanced managerial facilities should be
provided. A strong link between the body and economic
society in general is recommended. The body must be
represented accountants, financial report users, local
investors, governmental departments concerned with
accounting, the Stock Market, the University...etc. A suitable
job description for the members, assistants and the general
manager must be set, and a realistic budget allocated to
cover managerial and technical expenses, and sufficient
financial incentive, to attract high-calibre members. The
financing of such a venture could be shared by the

government and the private sector.
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- When setting accounting standards it may be wise to follow a
three stage procedure (Design Stage - Approval Stage -
Enforcement Stage). By giving sufficient time for the parties
concerned to make their recommendations and criticisms
and participate in fruitful discussion, it will be possible to
select functional accounting standards, which not only
disclose the real financial position of companies but also are
respected by practitioners and users, who contributed to

selecting them in the first place.

- There must be opportunity for discussion of new standards

in open meetings.

- An introductory period ( Draft Stage ) to test the new
standard against deficiencies is essential before enforcing

the standard.

- A pre-set enforcement procedure to check compliance with
the standard, penalties against defectors, and an enforcing
body, are strongly recommended. There should be a clear
indication to whom a standard is directed, those exempted

and the reason why they are exempted.

- A thorough analysis of the proposed standards in the

preparatory stages, before setting a standard is essential.

- A campaign to upgrade social perception of accounting and
the importance of standards is needed, as a forerunner of

the standard-setting process.
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- Environmental elements must be considered when setting
standards, in order to reflect the national culture and to

satisfy local legislative, economic, and political needs.

- An accountancy magazine affiliated to the standard-setting
body is fundamental as a vehicle for scientific discussion and
analysis which will contribute to develop accounting in
Kuwait. Also, by reflecting a real interest in the development
of regional and internq_tional accounting thought, it would
provide a chance for members to keep up with new
developments in published articles, conferences, and

seminars.

These are probably the most important characteristics of the
body and its role. To conclude, it is believed that unless the
desperately needed reforms in accounting profession in Kuwait
are implemented, it will be extremely difficult to develop the
profession sufficiently to face the economic problems of the
region.

10.3 General Recommendations for Different Parties to Develop
Accounting Profession in Kuwait:

10.3.1 Professional Association:

The accounting profession requires a considerable advancement
to reach the level that would enable it to serve the Kuwaiti
economy, which has undergone a remarkable expansion in

recent decades.

Enthoven points out:V
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"The development of the accounting profession in the
developing areas can be greatly accelerated and enhanced
with the existence of a machinery through which
organised and cooperative effort can be undertaken. This
machinery is provided most effectively by a professional
accounting organisation. A professional organisation is
imperative for elevating the status of accountants for
establishing and maintaining high standards of conduct
and practice, and for disseminating information of
common interest to all accountants. It is a vehicle through
which its members could accomplish on a co-operative
basis, what could not be accomplished by individuals or
firms acting alone.”

For this reason, the establishment and improvement of a
professional association are the first steps in enhancing the
accounting profession, as the association can perform many
tasks which will contribute to social development. Of these

tasks, essential ones are:-

- To assist the government in establishing standards and
requirements for entry to the profession;

- To assists in promulgating local standards for accounting
and auditing;

- To help identify the ethics of the profession;

- To monitor the behaviour of its members, and help decide
disputes;

- To found a specialized magazine concerned with the
profession in the country;

- To encourage researchers in accounting matters and
participation in publishing scientific research;

- To participate in and initiate training, and attendance at

conferences to enhance its members’' competence;
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- To represent the country in meetings and scientific

conferences of international organisations.

In the following paragraphs some of these activities will be

elaborated®:

10.3.1.1 Formation of national standards:

It is observable that the lack of local accounting standards and
the continuous utilization of different accounting methods
negatively affects the Kuwaiti economy as well as the research
and innovative ability of the members, due to the total
dependence on externally imported standards, with hardly any
effort to check their usefulness for the realities of the profession
in Kuwait. Thus, the association has the primary task of urgently

encouraging the government to participate in setting standards.

Enthoven explains:(s)

"Accounting and auditing standards are a requirement for
the development of a financial accounting profession.
These standards are necessary for determining the
appropriateness of accounting and reporting practices.
Accounting and auditing standards are the foundations of
the practice of the accounting profession; hence, they
should be the initial concern of a professional organisation
in a developing country."

10.3.1.2 Encouraging more accountants to join the profession:

Enthoven™ believes that:

"the profession progresses faster if it attracts bright,
intelligent and superior young people to meet the
expanding need for services."
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One of the most important reasons why such people are
deterred from joining the profession, as mentioned before, is
the fact that the social status of the accounting profession is
poor. Therefore, students normally select scientific
specializations with good social status such as medicine or
engineering. The second reason is the comparatively low wages
given to accountants, especially at the beginning; accounting
firms and governmental departments do not offer attractive
wages to graduates. These problems must be addressed in order

to encourage more recruits into the profession.

10.3.1.3 Encouraging research in accounting:

Little research in accounting has been accomplished,due to the
deficiencies of the association and the scientific departments, as

well as the lack of qualified research.

To encourage research, we suggest the existence of research
units affiliated to both the association and the scientific
departments, strong relations between these bodies,
encouragement of research through financial assistance and
awards to outstanding research on matters of local interest.

10.3.1.4 External relations with the professional associations
and international organisations:

In view of its lack of qualified personnel, Kuwait needs to
increase its contacts and relations with foreign experts. This
could be achieved through bilateral relations or participation in
the membership of international organisations. Recalling the
questionnaire, most of the sample agreed that foreign expertise

has a direct impact on different aspects of accounting. For this
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reason, this source of influence must be harnessed to advance

the profession in Kuwait.

10.3.1.5 Practitioners' responsibility in enhancing the
profession:

The first step in setting up a profession has always been in the
hands of the practitioners. Development of the accounting
profession in UK and USA supports this argument. In these two
countries,the members played an outstanding role, in that they
founded the professional associations, and by their realistic
efforts brought social respect to the profession. Thus, the

practitioners have the main role in advancing their profession.

Enthoven® believes that:

"the accounting firm itself also can be a major influence in
enhancing the development of the profession and
accounting. The way in which it organises and conducts its
practice, deals with its clients, plans its own growth and
recruits and administers its staff, largely will determine
the course of the profession. Means available include
performing quality work; establishing a reputation for
integrity, objectivity, independence and competence,
possessing expert knowledge of the business and of the
environment in which business operates; and actively and
aggressively assisting in the economic development of the
country. The accounting firm should gear its objectives
towards the enhancement of the profession, the
development of the economy and the creation of an
environment favourable to business".

The professionals and practitioners in Kuwait could promote the
profession through cooperation with the parties that have a role

in regulating the profession. ( e.g. the Ministry, governmental
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departments, the university, the stock market, and other
parties). They could also support research, train new recruits,
improve the profession by monitoring regulation of advancement
within the profession and participate in meetings and

conferences.

10.3.2 Accounting Departments in Academic Institutions:

The university, as the main higher education institute in Kuwait,
has to play a greater role il promoting accounting the profession

in Kuwait as follows:

-  Emphasis should be put on the quality of university
graduates, to ensure their positive participation in economic
society.

- The university can assist in solving problems in the
profession by encouraging and supporting serious research
that discuss the market realities, in order to solve
associated problems. The crisis in Kuwait should provide
ample scope for research to an institute like Kuwait
University, which could analyse what has happened, from a
quantitative or qualitative point of view, or initiate means to
solve the crisis. Students would be positively affected by the
opportunity to participate in research teams, and gain first
hand experience of the realities of the accounting
profession. Thus, the standard of graduates would be
enhanced.

- Members of the teaching staff should participate in

committees and conferences to promote the profession.
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The market requires the graduate to have practical
experience, and some knowledge of English language and
computer operations. Thus, the university should consider
these aspects to enable the graduate to be more accepted in

the local market.

From what had been said previously, it can be seen that the

university's accounting department does not provide the market

with a high enough standard of graduates. Therefore we

recommend the following:

Emphasis on practical, as well as theoretical aspects;

Focus on topics directly related to the profession;

Greater emphasis on auxiliary subjects such as information,
computing, management and economics;

Focus on research that involves the students in problem-
solving;

Cooperation with accounting firms through part time jobs
for some of the university students;

Recruiting qualified professionals to lecture in the
university, though present legislation prohibits non Ph.D

holders from lecturing in the university.

10.3.3 Ministry of Trade:

The Ministry has failed to meet its responsibility for regulating

the accounting profession in Kuwait, in the following respects:

It has not promptly penalised accounting firms for improper
conduct.

It does not have a sufficiently highly-qualified staff.
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- It has not given other parties the chance or the appropriate
role to advance the profession.

- It has not framed appropriate legislation to solve the
pressing problems.

- It has paid insufficient attention to development of a high

quality accounting profession.

To overcome these points we recommend that the ministry

should:-

- seek other parties' participation in reorganising the
profession;

- exert more interest in and follow up of accounting
problems;

- take a firm stand against those who bring the profession
into disrepute;

- enact legislation to solve existing problems.

10.3.4 Accounting Firms:

These firms are equipped to take the initiative in promoting the
profession, as their mission is directly linked with the
profession. Many of their employees are professionally qualified
through training and are familiar with professional international
publications. Despite this, individuals lack the motivation to take
a positive role, for fear of losing business, Another problem
which affects the role of the firms is the negative role of the
shareholders in leaving responsibility for selecting auditors to
the management. Thus, the neutrally and reliability of auditors
are in question, because the auditor has to examine those who

employ him. In view of this, we recommend the following:
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- The firms should assist in training new graduates.

- They should participate in the different committees
concerned with the promotion of the profession.

- Attractive wages should be offered to graduates, in order to
attract them to the profession.

- Those who dishonour the profession and fail to abide by its

ethics should be disciplined.

10.3.5. Further Research

The research carried out in this thesis represents one step in
the road to reforming accounting practice in Kuwait. Accounting
standards-setting in a country where the reality is far from
satisfactory is not an easy task and most certainty cannot be
achieved in a research work by one individual subject to normal
student constraints. There is no doubt that there is need for
further research in at least three board areas. Our attempt to
develop a conceptual framework should be supplemented by
more work in formal modeling so that policy, prediction and
policy implications can be derived with confidence. The whole
spectrum of issues relating to the statistical work from data
collection to hypothesis testing need more rigorous attention as
more data becomes available. Lastly the proposed body needs
further investigation to ensure reality and enforceability. Its own
organizational structure as well relationship with other external
relevant organizations should explicitly stated. A plan of action
encompassing all necessary aspects would make a subject for an
interesting research benefiting from other countries

experiences. The possible generalization of this study's findings
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to other oil producing countries and developing countries is

worth pursuing.
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Appendix 1
Questionnaire About the Regulation of Accounting Profession in Kuwait

Users of the Financial Accounts and Reports

I would appreciate your assistance in agreeing to answer this
questionnaire, which aims to determine attitudes and opinions about
the importance, objectives and qualitative characteristics of the

disclosed financial accounts and reports, and possible ways to develop

the accounting profession.

I am currently a doctoral programme researcher at the Business School,
City University. As part of my research, this questionnaire is designed to
evaluate the environmental factors affecting different aspects of
accounting and to investigate the views of those concerned, regarding

the introduction of proposed accounting regulation.

I assure you that the confidentiality of your answers will be respected.

None except the researcher will see the completed questionnaire.

Most questions can be answered with a tick (X) in the appropriate box,
or with a circle (O) around the appropriate number. If you have any
queries regarding the questionnaire, please contact me by telephone,

number: 3982570.

I should be most grateful if you would please return the completed

questionnaire as soon as possible.

Presented by: KHALED RASHED AL-HAJERI
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QUESTIONNAIRE (I)

Part I--> Importance of the Elements of Financial Statements:

1- Please, state the importance of the following items to your decisions
(investment and other): (put circle around appropriate number, 1=Very
Important, 2=Slightly Important, 3=Neutral, 4=Slightly not Important,

5=Not at all Important)

oy

=

)

Earnings per share

........................

Net profit available for *

' AiStribUtON ..vveveiveeee et

Retained earnings and revenue

Movements in reServes .......vveevvess

Exchange gains and losses
Sales and cost of sales for the

Outstanding loans amount
interest rate, and term of debt..
Methods and rates of
depreciation .........cceevreveciviireniennnnen.

Goodwill and intangible assets ..
Research and development

Movements on fixed asset
accounts during the period.........
Variety of company investments
Extraordinary items (gains or
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Important <---> Not Important
Neutral

1 2 3 4 5

1 2 3 4 5




\\
X

Part (I1)--> Objectives:

Basis of determining cost of
11815 9110) 5 (1 1PN

Contingent liabilities .....................
Associated company treatment..

Consistency in application of
accounting practices .......o.eeevvenninns

Comparative figures for
Previous year ..........coeeeeevmnienneneneeneees

Post-balance sheet events ...........
Ranking of auditor ..........cocoeuvveereene

2- The following section concerned with supplying the wusers
informational needs: you are asked to judge the degree of satisfaction of
the following items on meeting your investment decisions: (put circle

around appropriate number, 1=Very Satisfied, 2=Quite Satisfied,

1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5

3=Neutral, 4=Quite Dissatisfied, 5=Very Dissatisfied)

O w

=

0]

Earnings per share ........................

Net profit available for
distribution .......cecceeecmeiriisenericneenes

Retained earnings and revenue
TESEIVES wevvvverererrarrersrensuesseensnsrsssessonens

Movements in reServes ......ccceeveees
Exchange gains and losses ..........

Sales and cost of sales for the
PETOA .o

Outstanding loans amount
interest rate, and term of debt..

Methods and rates of
depreciation .....c.ccccvvinvnireeneenicinnene.

Goodwill and intangible assets ..

Research and development
601 1 SN

Translation foreign currency
methods ..ot
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Satisfied <---> Not Satisfied

Neutral -
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5
1 2 3 4 5




M The basis of revaluation of fixed

RS 7 1 2 3 4 5
N Movements on fixed asset
accounts during the period......... 1 2 3 4 5

O Variety of company investments| 1 2 3 4 5

P Extraordinary items (gains or

10SSES).c.vieviriirrieririeeic st 1 2 3 4 5
Q Basis of carrying inventories....... 1 2 3 4 5
R Basis of determining cost of

INVeNtories...cooceeeveveeeerineeene. TN 1 2 3 4 5
S Contingent liabilities...................... 1 2 3 4 5

T Associated company treatment..| 1 2 3 4 5

U Consistency in application of

accounting practices.....c.c..coeeevenens 1 2 3 4 5
V  Comparative figures for

PIEVIOUS YEAT......ccverreirieiererieseiaenns 1 2 3 4 5
W Post-balance sheet events............ 1 2 3 4 5
X Ranking of auditor.........ccccevvvveeennns 1 2 3 4 5

3- What degree of influence does the following statements and reports
have in your investment decisions: (put circle around appropriate
number)

1=Maximum, 2=Considerable, 3=Moderate, 4=Slight, 5=None.

A Balance Sheet........ccoccevverieireeeecreenne 1 2 3 4 5
B Income Statement.....cccccoevieiieenene. 1 2 3 4 5
C Statement of Source and

Application of Funds.........c.ccceeennnne 1 2 3 4 5
D Current Cost Statement............... 1 2 3 4 )
E  Cash Flow......iivciinincnceniiennnnnne 1 2 3 4 5
F Value Added Statement................ 1 2 3 4 5
G  Group ACCOUNLS.......covuvivieiieiirinicnee. 1 2 3 4 5
H Directors' Report......ccccceevvirieeieenenns 1 2 3 4 5
I  Auditors' Report........occeveeerirecennnnnes 1 2 3 4 5
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Part (OI)--> Qualitative Characteristics:

4- The following section contain list of scales which are concerned with
the qualitative characteristics of accounting information disclosed in
balance sheet, income statement and statement of source and application
of funds: you are asked to judge the usefulness of the information
provided in the three statements of the following scales. (put appropriate
number in each box)

(1=Very Useful, 2=Slightly Useful, 3=Neutral, 4=Slightly Unuseful, 5=Not at
all Useful)

Balance Income St. of Source
Sheet Statement and Appl. of
N Funds

e RN o R B c Bl o BN @ R ev I =
@)
@]
2
@
5
g

&
Q
@)
=
e
o
o
=
o
=]
&,
S.
g

5- When you compare the accounts of different companies what is the
degree of uniformity in terms of: (put circle around appropriate number,
1=Very High, 2=Quite High, 3=Neutral, 4=Quite Low, 5=Very Low)

Degree of Uniformity
(High) <---------------- > (Low)
A Comprehensivity......ccooovvvvvvneereeennens 1 2 3 4 5
B Accounting practices used......... 1 2 3 4 5
C Auditreport......cccoeevveeerenerirecvecsennenes 1 2 3 4 5
D Statements outlook........................ 1 2 3 4 5
E Level of disclosure...........ccoceceerennen. 1 2 3 4 )
F Understandability..........coevveeervnenenn. 1 2 3 4 5
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Part IV--> Financial Reporting:

6- What ranking of importance would you give to the following financial

statements and reports on the financial decisions. (rank in priority)

1=Most Important, 2=Next Important, and so on.

Balance Sheet.......ooiivnenecec e
Income statement.......cocoveeeiiiiiiiiiinn
Statement of source and application of funds.....
Current cost statement.........ccoooveevviieeiiniienininninnnen,
Cash flow statement.............. teeerreresernne st s e s rtaesenns
Value added Statement........ccceooevvrveeeeeninvveeeeriresciines
Group aCOOUNLS.....covcervcriiiireericriiie it cnesssersesnese e
Directors' report......cuveeveeeeenieiiiiiiiiice e
AUdItors' TEPOIt. ... veeerreeere ettt

—m QO HEU0OOwW e

7- To what degree do you read each of the following financial statements

Ranking

in company annual financial reports: (tick X in appropriate box)

Do not Read Read
Read Briefly [Thoroughly
A Balance sheet.........ccceenenenn.
B Income statement..............
C Statement of source and
application of funds.....
D Current cost statement....
E Cash flow statement..........
F Value added Statement....
G Group accounts...................
H Directors' report................
I  Auditors' report..................
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Part V--> Proposal:

8- What is your evaluation of the Permanent Technical Committee (PTC)
performance in terms of: (tick X in appropriate box)

Excellent| Good | Moderate| Poor | Don,t
Know

A Setting objectives of
financial reporting.......
B Quality of the
guidelines..........cccceeenneene
C Mandatory compliance| -
Consultating other
concerned parties........

o

E Time limit to comply
with the guidelines......

F Allowing other parties
to contribute in
setting the guidelines.

G The manner in which
the PTC has
promulgated the
guidelines............cccoene.e.

9- How do you rate the present contribution of the following parties in
advancing the accounting profession: (tick X in appropriate box)

Excellent| Good | Moderate| Poor

A Government (Ministry of
Trade and Industry)..............
B Kuwaiti Society for

Accountants and Auditors..

Stock Exchange.........ccceeeenene.
Private Sector.......ocvvvenineenenens

QT " 00
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10- In terms of responsibility who do you see should be involved in such
improvements? (put circle around appropriate number, 1=High, 2=Quite
High, 3=Neutral, 4=Quite Low, 5=Low)

Involvement

(High) <--------------—- > (Low)

A Govermment (Ministry of Trade
and Industry).............. 1 2 3 4 5

B Kuwaiti Society for Accountants
and Auditors.. 1 2 3 4 5
C Accounting firms.........ccceeee. 1 2 3 4 5
D Audit Bureau..........ccceeeevenee. N 1 2 3 4 5
E Stock Exchange.....c...ccceeee..... 1 2 3 4 5
F Private sector........cccoevveveneenn. 1 2 3 4 5
G Academic institutions......... 1 2 3 4 5

11- What sort of structure do you want to see? (choose one)

A- Authoritative body (same as SEC).......ccoveeeeviiienirirreeenereeenennn. [ 1]
B- Professional guidelines..........coeeecveeeeeerervnieensnnneeeeereesseesssneneeens [ ]
C- Combination of profession and government input......... [ 1]
D- Statutory reqUIre€ments..........ccecceveereeriiiisiiineneenneeesesiennireenene. [ ]

12- In your opinion, which are the most important area requiring such
improvement? (rank in priority)
1=Most Important, 2=Next Important, and so on.

Ranking

Accounting and auditing standards........c..cccvereiiiniiiniinnns
Professional ethiCs.........ccceevciiriieiniiiiniiiicinceviecnce e
More organised professional bodies........c..ccceevrerernenennnn,

Effective accounting SEIVICES......ccovvummeereiiirirerrerreirenereennnnns

Legal requirements for accounting practices...............

TEHOOWm e

Scrutinising of accounting education..........c.eeeeeeeeernnenenn
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13- For the following factors which ought to be considered in accounting
standards setting, please tick the level of consideration. (tick X in
appropriate box)

Very Somewhat Minor
Important Important [Consideration
Consideration | Consideration

A Complying with local

NEEAS....cccvvverreriirnreerrecreernnnns
B Further consultation

with accounting firms......
C Collaboration with ‘

international bodies..........

D Concentrating on
practical rather than
theoretical issues...............

E More contribution from
the academic institutions

F More contribution from

G More contribution from
the private sector..............

H Continuous monitoring
of accounting problems...

General Data:

- Accounting experience and occupation:
(a) Accounting qQUAlIfICAtIONS.......c.cccereiiieieriiiee e e
(b) Other qUAlIfICAtONS.......ceecverriiiineiiieriirt ettt saesssenesone

XY [0) o 1 u 18 (TP

- Name of the organiSation........c.cveerrcrereineinrireiiereiesesessanessesensssneesssanesesens

= NAHONALLY.....corinnirereetiieeerer ettt en s snessssasssesessassbsaesarssasssesnaens
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Appendix 2
Questionnaire About the Regulation of Accounting Profession in Kuwait

Preparers of the Financial Accounts and Reports

I would like to appreciate your assistance in agreeing to answer this
questionnaire, which aims to determine attitudes and opinions about
the regulation of the accounting profession in Kuwait, and possible ways

to develop the accounting profession.

I am currently a doctoral proéramme researcher at the Business School,
City University. As part of my research, this questionnaire is designed to
evaluate the environmental factors affecting different aspects of
accounting, and to investigate the views of those concerned regarding

the introduction of proposed accounting regulation.

I assure you that the confidentiality of your answers will be respected.

None except the researcher will see the completed questionnaire.

Most questions can be answered with a tick (X) in the appropriate box,
or with a circle (O) around the appropriate number. If you have any
queries regarding the questionnaire, please contact me by telephone,

number: 3982570.

I should be most grateful if you would please return the completed

questionnaire as soon as possible.

Presented by: KHALED RASHED AL-HAJERI
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QUESTIONNAIRE (II)

Part I--> Economic Development:

1- What degree of influence does the economic development have on the
following accounting aspects: (tick X in appropriate box)

Favourable <------ > Unfavourable
Highly | Some | Neutral| Some |Highly
what what

A Accounting Requirements
B Professional Ethics
C Accounting and Auditing _

practices
D Accounting Skills and

Qualifications
E Accounting Education
F Expansion of Accounting

Firms Services

G Usage of Information

H Quality of Information
Provided

2- Do you agree on the following statements: (put circle around
appropriate number, 1=Agree, 2=Slightly Agree, 3=Neutral, 4=Slightly
Disagree, 5=Disagree)

Agree <---> Disagree
Neutral

A One of the causes of the unofficial stock

market crisis was the lack of adequate

accounting information 1 2 3 4 5
B The value of financial information as an

indicator of industrial prosperity is 1 2 3 4 5

underestimated
C The lack of proper accounting records

hampers the expansion of commercial 1 2 3 4 5

sectors
D Accounting outputs are not properly used for

national accounting purposes 1 2 3 4 5
E The shortcomings in public planning are to

some extent related to insufficient accounting

information 1 2 3 4 5
F Although accounting techniques have a

positive impact on the economic prosperity,

little consideration is given to this factor 1 2 3 4 5
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G Kuwait stock market efficiency is significantly
related to and well served by the availability of
adequate accounting information 1 2 3 4 5

H Too little attention is given to the importance
of accounting information for control and
follow up in Kuwait 1 2 3 4 5

Part II--> Foreign Accounting Methods:

3- What degree of influence does the foreign accounting methods have on
the following accounting aspects? (tick X in appropriate box)

£

Incentive <--~--- > Disincentive

Major | Minor| Neutral [Minor | Major

>

Accounting Requirements
Professional Ethics
Accounting and Auditing
practices

D Accounting Skills and
Qualifications

Accounting Education

w

@]

=

F Expansion of Accounting
Firms' Services

G Usage of Information
H Quality of Information
Provided

4- What sort of accounting practices do you follow when preparing the
accounts? (tick X in appropriate box)

A- Permanent Technical Committee Guidelines...........c..cc..cuee..... [ ]
B- Statements of Standards Accounting Practice..........ccccceeuueneen. [ ]
C- American Accounting Standards FAS or ASP.......c.cccevveeereennnnnn. [ ]
D- International Accounting Standards.........cccvvveeeieriiiriineerenneenenen. [ ]
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Part III--> Accounting Profession:

5- How do you evaluate the present accounting profession in terms of: (put
circle around appropriate number, 1=Encouraging, 2=Slightly Encouraging,
3=Neutral, 4=Slightly Discouraging, 5=Discouraging)

[Encouraging <---> Discouraging
Neutral

Contributing to accounting regulations ..| 1 2 3 4 5
B Conducting effective training for firms

and INdVIAUELS ......vvvvrveririnreeeee i rienees 1 2 3 4 5
C Organising pertinent local studies ........... 1 2 3 4 5
D Positively responding to national

accounting demand...............oeeeeevrveeveireenenns 1 2 3 4 5
E Furnishing the market with well and

qualified 2cCOUNLANLS ....c.cevvveveverireerereeeerenene, 1 2 3 4 5
F Providing an adequate information

reporting for investment decision 1 2 3 4 5
G Contributing to the advancement of

public accounting procedures .................... 1 2 3 4 5
H Strengthening channels of

communication with international 1 2 3 4 5

accounting bodies ......cccveevveeiirieriienneniiinenenn.
I Setting binding ethical rules for

accounting practiCes........coowevrverereuererenreenenne 1 2 3 4 5
J Assisting in sound public recognition of

accounting profession ...........cceeeveeverieeenenn. 1 2 3 4 5
K Coordinating with government and

private agencies in the advancement of | 1 2 3 4 5

the accounting function ........ccccceeeereeecrnnnenne.
L Contributing in ensuring sufficient

education for accountants at university 1 2 3 4 5

JIEVEL o
M Assisting with the setting of required

standards for the practicing 1 2 3 4 5

accountants lCENSES .......ceccvvereeirinuneenrireennnne
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Part IV--> Proposal:

6- What is your evaluation for the Permanent Technical Committee (PTC)
performance in terms of: (tick X in appropriate box)

Excellent{ Good | Moderate| Poor | Don,t
Know

A Setting objectives of
financial reporting.......
B Quality of the

C Mandatory compliance| -
D Consultating other
concerned parties........

E Time limit to comply
with the guidelines......

F Allowing other parties
to contribute in
setting the guidelines.

G The manner in which
the PTC has
promulgated the
guidelines........c.c.oovvennee.

7- How do you rate the present contribution of the following parties in
advancing the accounting profession: (tick X in appropriate box)

Excellent| Good |[Moderate| Poor

A Government (Ministry of
Trade and Industry)..............
Kuwaiti Society for

v

Accountants and Auditors..
Accounting firms..........c........
Audit Bureau........cccecvecnieninenne
Stock Ebcéhange .....................
Private sector.......ccccvvvuveveenene.

Q=T EH OO

Academic institutions.........
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8- In terms of responsibility who do you see should be involved in such
improvements? (put circle around appropriate number, 1=High, 2=Quite
High, 3=Neutral, 4=Quite Low, 5=Low)

Involvement

A Government (Ministry of Trade
and Industry).............. 1 2 3 4 5

B Kuwaiti Society for Accountants

and Auditors.. 1 2 3 4 )
C Accounting firms................... 1 2 3 4 5
D Audit Bureatl.....occevvvveeveenenens h 1 2 3 4 5
E Stock Exchange.........cccceenne... 1 2 3 4 5
F Private sector.........cccovevveeneene. 1 2 3 4 5
G Academic institutions......... 1 2 3 4 5

9- What sort of structure do you want to see? (choose one)

A- Authoritative body (same as SEC).........ccevevvmiiiieiiininineennennnn. [ 1
B- Professional guidelings...........cceeevvemeeeiriiiinieennennnneeeneeesnnennnenns [ ]
C- Combination of profession and government input......... [ 1]
D- Statutory requirements.........ococueerevrivieeiiiinniiiiinisninie, [ 1]

10- In your opinion, which are the most important area requiring such
improvement? (rank in priority)
1=Most Important, 2=Next Important, and so on.

Ranking

Accounting and auditing standards.......cccccccviiirirriniinnnnee.
Professional ethiCs........cccoeviniieneencrinnirniccrcire e
More organised professional bodies............oovveereeeeeerennne.

Effective accounting SEIVICES........coverveeerrrvreereinnneereernenens

Legal requirements for accounting practices...............

TEH O QW

Scrutinising of accounting education...........ccccccuuveneennne.
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11- For the following factors which ought to be considered in accounting
standards setting, please tick the level of consideration. (tick X in
appropriate box)

Very Somewhat Minor
Important Important [Consideration
Consideration | Consideration

A Complying with local

NEEAS.ccccivveriirriierirreeesnnresessnne
B Further consultation

with accounting firms......
C Collaboration with

international bodies.......... )

D Concentrating on
practical rather than
theoretical issues...............

E More contribution from
the academic institutions)

F More contribution from

G More contribution from
the private sector..............

H Continuous monitoring
of accounting problems...

General Data:

- Accounting experience and occupation:
(@) Accounting qUAalificatioNS.......cceceereeeerierreeirie st ee et
(b) Other qUAlIICAtIONS.......cecrverierrer ettt ssessr s s sensesnesasese

~JOD T et e s e sae s
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