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The Voluntary Adoption of Internationally recognized
Accounting Standards and Firm Internal

Performance Evaluation
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VIII. CONCLUSIONS

While a large body of research is devoted to understanding the causes and consequences of the adoption of
international accounting standards, researchers’ attention thus far has focused almost exclusively on the
informational benefits of the adoption. We extend the existing literature by offering a different, stewardship
perspective. We hypothesize that the voluntary adoption of international accounting standards is associated with
changes in the internal performance evaluation process; in particular, it is associated with increases in the
sensitivities of CEO turnover and employee layoffs to accounting earnings. These predictions are built on prior
literature’s evidence that accounting earnings are timelier, less managed, and more conservative after the adoption
of international accounting standards. As a result, the international accounting standards earnings are more
effective tools for the purpose of firm internal performance evaluations and governance. We 27 test our
hypotheses using a sample of Continental European firms and find evidence consistent with our predictions.
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