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Abstract 
 

7KiV papeU deaOV ZiWK aFFRXnWing enIRUFePenW, ZKiFK iV FXUUenWOy aW WKe FenWUe RI 
WKe debaWe Rn IinanFiaO UepRUWing ZiWKin WKe aFadePiF FRPPXniWy IRU iWV eVVenWiaO 
UROe in WKe aFFRXnWing UegXOaWiRn enYiURnPenW. IWV UeOeYanFe iV paUWiFXOaUOy eYidenW 
in WKe EXURpean FRnWe[W, in ZKiFK naWiRnaO diIIeUenFeV in aFFRXnWing pUaFWiFeV and 
eaUningV TXaOiWy peUViVW, deVpiWe WKe FRPPRn VeW RI VWandaUdV and WKe inFUeaVing FR�
RUdinaWiRn eIIRUWV by WKe E60$. 

%XiOding Rn aFFRXnWing enIRUFePenW OiWeUaWXUe, Ze pURpRVe WR enOaUge WKe VFRpe 
RI WKe anaOyViV by WaNing a bURadeU YieZ RI enIRUFePenW, gRing beyRnd WKe aFWiYiWy 
RI naWiRnaO enIRUFeUV, ZKiFK iV RIWen FRnVideUed in iVROaWiRn and PeaVXUed ZiWK indi�
UeFW and VWaWiF pUR[ieV. 7Ke aFFRXnWing enIRUFePenW VyVWeP enFRPpaVVeV a ZideU 
and FRPpOe[ pURFeVV in ZKiFK pURIeVViRnaOV and aXWKRUiWieV RpeUaWe aW a FRPpany 
and aW a FRXnWUy OeYeO pXUVXing IinanFiaO UepRUWing FRPpOianFe ZiWK aFFRXnWing UXOeV. 
7KiV VyVWeP iV FRPpRVed by WKUee Pain VXbVyVWePV� �i� FRUpRUaWe gRYeUnanFe� �ii� 
aXdiWing� and �iii� WKe naWiRnaO enIRUFePenW aXWKRUiWy. 

7Ke papeU pURpRVeV an RUgani]ing PRdeO WKaW VXPPaUi]eV WKe UeOaWiRnVKipV be�
WZeen WKeVe VXbVyVWePV RI WKe bURad aFFRXnWing enIRUFePenW VyVWeP and IinanFiaO 
UepRUWing TXaOiWy. %aVed Rn WKiV RUgani]ing PRdeO, Ze bUieIOy UeYieZ e[WanW aFFRXnW�
ing OiWeUaWXUe WR idenWiIy gapV in WKe OiWeUaWXUe WKaW Fan UepUeVenW inWeUeVWing diUeFWiRnV 
IRU IXWXUe VWXdieV Rn aFFRXnWing enIRUFePenW and WR UeIOeFW Rn neZ enIRUFePenW 
PeaVXUeV baVed Rn WKiV ZideU pURFeVV FRnFepW. 
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8.1. Introduction 
 

7Ke aFFRXnWing enIRUFePenW, inWended aV WKe aFWiYiWieV VpeFiIiFaOOy aiPed 
aW aYRiding iUUegXOaUiWieV in FRPpanieV¶ IinanFiaO UepRUWing1, iV a KRW WRpiF in 
WKe FXUUenW debaWe ZiWKin WKe aFFRXnWing FRPPXniWy, inFUeaVingOy UeOeYanW 
IRU bRWK pROiFyPaNeUV and UeVeaUFKeUV. 

7Ke need IRU iPpURYing WUanVpaUenFy in IinanFiaO UepRUWing and WR en�
KanFe inYeVWRUV¶ FRnIidenFe in IinanFiaO PaUNeWV KaV UeFenWOy Oed WR UeOeYanW 
UegXOaWRUy FKangeV aiPed aW iPpURYing WKe PRniWRUing Rn IinanFiaO VWaWe�
PenWV, VXFK aV WKe inWURdXFWiRn RI naWiRnaO and inWeUnaWiRnaO aXWKRUiWieV IRU 
WKe RYeUVigKW and enIRUFePenW RI aXdiWRUV �e.g. WKe 3C$2% in WKe 86 and 
WKe CE$2% in WKe E8� and IRU WKe enIRUFePenW RI FRPpanieV �i.e. E60$ in 
WKe E8�. EnIRUFePenW iV aOVR inFUeaVingOy PRniWRUed by gORbaO inVWiWXWiRnV 
VXFK aV WKe 8niWed NaWiRnV CRnIeUenFe Rn 7Uade and DeYeORpPenW 
�8NC7$D�, baVed Rn WKe idea WKaW KigK�TXaOiWy UepRUWing enKanFeV WKe in�
YeVWPenW FOiPaWe and IRVWeUV FRPpeWiWiYe enWeUpUiVe deYeORpPenW, bXW WKe 
beneIiWV RI KigK�TXaOiWy VWandaUdV Fan RnOy be aWWained iI WKeVe VWandaUdV aUe 
pURpeUOy iPpOePenWed �8NC7$D, 2017�. 

DeVpiWe WKe gURZing UeOeYanFe RI WKiV diVFipOinaUy IXnFWiRn and WKe ePeU�
genFe RI aFadePiF VWXdieV Rn WKe WRpiF, Pany iPpRUWanW TXeVWiRnV aUe VWiOO 
XnanVZeUed �$PiUan eW aO., 2018�. 0RUe VpeFiIiFaOOy, FXUUenW UeVeaUFK dReV 
nRW pURYide a FRPpUeKenViYe piFWXUe RI KRZ �and KRZ eIIeFWiYeOy� IinanFiaO 
PiVFRndXFW iV diVFipOined and deWeUUed in diIIeUenW naWiRnaO FRnWe[WV and e[�
WanW UeVeaUFK Rn IinanFiaO UepRUWing PiVFRndXFW iV RIWen baVed Rn VWaWiF pUR[�
ieV WKaW ViPpOiIy WKe FRPpOe[iWy RI WKiV pURFeVV. 

$ deepeU XndeUVWanding RI WKe enIRUFePenW pURFeVV VeePV paUWiFXOaUOy 
needed in WKe EXURpean 8niRn �KeUeaIWeU E8� FRnWe[W, ZKiFK KaV been e[�
pORUed by aFFRXnWing OiWeUaWXUe PRUe UeFenWOy �/eX] eW aO., 2003� and UepUe�
VenWV a YeUy inWeUeVWing VeWWing IRU WKeVe VWXdieV dXe WR WKe nXPbeU and YaUieWy 
RI aFWRUV inYROYed in WKe enIRUFePenW IXnFWiRn. Indeed, in WKe E8 FRnWe[W, 
OiVWed FRPpanieV KaYe WR IROORZ FRPPRn UXOeV WR diVFORVe inIRUPaWiRn WR 

 
1 ³EnIRUFePenW UeIeUV WR WKe aFWiRn RI RbOiging adKeUenFe WR WKe UeVpeFWiYe UeTXiUePenWV and 
WKe iPpOePenWaWiRn RI VanFWiRnV ZKen YiROaWiRnV aUe IRXnd. IW iV a diVFipOinaUy IXnFWiRn WKaW 
VeeNV WR enVXUe WKaW WKeUe aUe FRnVeTXenFeV WR WKe YiROaWiRn RI UXOeV, inYROYing a VeW RI WRROV 
XVed WR pXniVK bUeaFKeV RI OaZV and UegXOaWiRnV, and WR deWeU IXWXUe YiROaWiRnV. In VRPe FiU�
FXPVWanFeV, YiROaWiRnV RI UXOeV Pay aOVR Oead WR FiYiO daPageV and FUiPinaO VanFWiRnV. En�
IRUFePenW FRXOd be inWeUpUeWed in a naUURZ Zay, VXFK aV a diVFipOinaUy IXnFWiRn. IW FRXOd aOVR 
be XndeUVWRRd in a bURadeU PanneU, inFOXding FRPpOianFe in WKe FRnWe[W RI WKe enIRUFePenW 
VyVWeP. In WKiV FaVe, enIRUFePenW aOVR FRnVideUV WKe PeanV by ZKiFK aVViVWanFe and inFenWiYeV 
aUe pURYided WR enFRXUage gUeaWeU FRPpOianFe´ �8NC7$D, 2017, p. 5�. 
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PaUNeWV �i.e. I)56 aV a VingOe VeW RI aFFRXnWing VWandaUdV IRU WKeiU FRnVROi�
daWed aFFRXnWV�, bXW WKe inWeUnaWiRnaO pUiYaWe VWandaUd VeWWeU �I$6%� KaV nR 
enIRUFePenW pRZeU Rn WKe FRPpanieV adRpWing iWV VWandaUdV. 7Ke aFFRXnWing 
enIRUFePenW aXWKRUiWy iV nRW ORFaWed aW WKe EXURpean OeYeO eiWKeU, bXW aW WKe 
OeYeO RI eaFK PePbeU FRXnWUy, aFFRUding WR WKe pUinFipOe WKaW WKe pRZeU WR 
enIRUFe indiYidXaOV, bRWK peRpOe and FRPpanieV, iV deOegaWed WR eaFK PePbeU 
FRXnWUy �FKapWeU 4 and 5, and aUW. 299 RI WKe EXURpean 7UeaWy�. In VXFK a 
VFenaUiR, WKe E8 UXOed in 2002 WR adRpW I)56 WaNing ³appURpUiaWe PeaVXUeV 
WR enVXUe FRPpOianFe ZiWK inWeUnaWiRnaO aFFRXnWing VWandaUdV´2 and nRZ WKe 
E8 inVWiWXWiRnV aFW RnOy aV FRRUdinaWRUV aPRng naWiRnaO aXWKRUiWieV WKURXgK 
WKe aFWiRn RI WKe EXURpean 6eFXUiWy 0aUNeW $XWKRUiWy �E60$�. 7KiV FRRUdi�
naWing eIIRUW KaV WR deaO ZiWK naWiRnaO peFXOiaUiWieV in WeUPV RI aFFRXnWing 
WUadiWiRnV, diIIeUenFeV in OegaO and MXdiFiaO VyVWePV, and a OaUge YaUieWy RI 
eFRnRPiF VyVWePV, FKaUaFWeUiVed by IinanFiaO PaUNeWV WKaW aUe PRUe RU OeVV 
deYeORped and iPpRUWanW IRU WKeiU naWiRnaO eFRnRPieV. 7KXV IaU, WKe RbMeFWiYe 
RI enIRUFePenW FRnYeUgenFe KaV pURYen WR be e[WUePeOy FKaOOenging and na�
WiRnaO diIIeUenFeV in WKe aFFRXnWing enIRUFePenW inWenViWy VWiOO e[iVW, aV 
VKRZn by bRWK WKe UeYieZ FaUUied RXW by WKe E60$ �E60$, 2017� and WKe 
ePpiUiFaO OiWeUaWXUe Rn WKe WRpiF �%URZn eW aO., 2014�. 

$gainVW WKiV baFNgURXnd, WKiV papeU RIIeUV UeIOeFWiYe aUgXPenWV Rn WKe 
FRPpOe[iWy RI WKe enIRUFePenW pURFeVV by enOaUging WKe VFRpe RI WKe anaOyViV 
beyRnd WKe aFWiYiWy RI naWiRnaO enIRUFeUV aORne WR enFRPpaVV a ZideU FRnWe[W 
in ZKiFK PRUe pURIeVViRnaOV and aXWKRUiWieV aUe inYROYed in enIRUFePenW aF�
WiYiWieV aW a FRPpany OeYeO and aW a FRXnWUy OeYeO. In WKiV peUVpeFWiYe, FRUpR�
UaWe gRYeUnanFe, aXdiWing, and WKe naWiRnaO aXWKRUiWy UepUeVenW WKe WKUee Pain 
FRPpRnenWV RI a ZideU aFFRXnWing enIRUFePenW VyVWeP dXe WR WKeiU UROe in 
PRniWRUing WKe FRPpOianFe RI IinanFiaO UepRUWing ZiWK aFFRXnWing UXOeV. 

7Ke papeU pURpRVeV an RUgani]ing PRdeO WKaW VXPPaUi]eV WKe UeOaWiRn�
VKipV beWZeen WKe VXbVyVWePV FRPpRVing WKe bURad aFFRXnWing enIRUFePenW 
VyVWeP and IinanFiaO UepRUWing TXaOiWy. %aVed Rn WKiV RUgani]ing PRdeO Ze 
bUieIOy UeYieZ e[WanW aFFRXnWing OiWeUaWXUe WR idenWiIy gapV and VRPe inWeU�
eVWing diUeFWiRnV IRU IXWXUe VWXdieV Rn aFFRXnWing enIRUFePenW and WR UeIOeFW 
Rn neZ enIRUFePenW PeaVXUeV baVed Rn WKiV ZideU pURFeVV FRnFepW. 

 
2 In paUWiFXOaU, 5eg. E8 1606�2002 UXOeV, ³$ pURpeU and UigRURXV enIRUFePenW UegiPe iV Ney 
WR XndeUpinning inYeVWRUV¶ FRnIidenFe in IinanFiaO PaUNeWV. 0ePbeU 6WaWeV, by YiUWXe RI $UWi�
FOe 10 RI WKe 7UeaWy, aUe UeTXiUed WR WaNe appURpUiaWe PeaVXUeV WR enVXUe FRPpOianFe ZiWK 
inWeUnaWiRnaO aFFRXnWing VWandaUdV. 7Ke CRPPiVViRn inWendV WR OiaiVe ZiWK 0ePbeU 6WaWeV, 
nRWabOy WKURXgK WKe CRPPiWWee RI EXURpean 6eFXUiWieV 5egXOaWRU 6WaWeV, nRWabOy WKURXgK WKe 
CRPPiWWee RI EXURpean 6eFXUiWieV 5egXOaWRUV �CE65�, WR deYeORp a FRPPRn appURaFK WR 
enIRUFePenW´. 
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7Ke UeVW RI WKe papeU iV RUgani]ed aV IROORZV. 7Ke ne[W VeFWiRn iOOXVWUaWeV 
WKe UROe RI WKe E60$ in VXppRUWing VXpeUYiVRUy FRnYeUgenFe aPRng PePbeU 
FRXnWUieV, ZiWK paUWiFXOaU UeIeUenFe WR iWV gXideOineV Rn WKe enIRUFePenW RI 
IinanFiaO inIRUPaWiRn. 7Ke WKiUd VeFWiRn UeYieZV WKe OiWeUaWXUe Rn aFFRXnWing 
enIRUFePenW by VXPPaUi]ing WKe Pain IindingV RI FURVV�FRXnWUy VWXdieV and 
by diVFXVVing WKe pUR[ieV XVed by WKiV VWUeaP RI UeVeaUFK WR PeaVXUe WKe OeYeO 
RI aFFRXnWing enIRUFePenW in a FRXnWUy. %XiOding Rn WKiV OiWeUaWXUe, WKe IRXUWK 
VeFWiRn iOOXVWUaWeV WKe FRnFepW RI bURad aFFRXnWing enIRUFePenW VyVWeP, 
baVed Rn WKe idea WKaW enIRUFePenW iV a FRPpOe[ pURFeVV inYROYing a YaUieWy 
RI pURIeVViRnaOV and aXWKRUiWieV WKaW inWeUaFW WR PRniWRU WKe FRPpOianFe RI 
IinanFiaO UepRUWing ZiWK aFFRXnWing UXOeV. 7Ke IiIWK VeFWiRn bUieIOy UeYieZV 
aFFRXnWing OiWeUaWXUe baVed Rn an RUgani]ing PRdeO in Oine ZiWK WKiV bURad 
FRnFepW RI aFFRXnWing endRUVePenW VyVWeP, WKXV idenWiIying gapV in WKe OiW�
eUaWXUe WKaW FRXOd be addUeVVed by IXWXUe UeVeaUFK. 7Ke Vi[WK and IinaO VeFWiRn 
pURYideV FRnFOXViRnV indiFaWing pRVVibOe UeVeaUFK diUeFWiRnV in WeUPV RI Xn�
addUeVVed TXeVWiRnV and iPpURYePenW RI PeaVXUeV. 

 
 

8.2. The enforcement process in the EU and the ESMA guidelines 
 

7Ke annXaO UepRUWV RI E8 OiVWed FRPpanieV aUe nRW VXbMeFW WR a XniTXe EX�
URpean enIRUFePenW aXWKRUiWy deVpiWe WKe VWURng need IRU IinanFiaO VWaWePenW 
FRPpaUabiOiWy in WKe E8, VinFe WKe EXURpean 7UeaWy deOegaWeV enIRUFePenW WR 
PePbeU FRXnWUieV �FKapWeU 4 and 5, and aUW. 299 RI WKe 7UeaWy�. 7KXV, naWiRnaO 
enIRUFeUV eVWabOiVKed by PePbeU FRXnWUieV aUe FKaUged ZiWK PRniWRUing WKe 
FRPpOianFe RI OiVWed FRPpanieV¶ FRnVROidaWed IinanFiaO VWaWePenWV ZiWK I)56 
and iW iV Rn WKeiU aFWiYiWy WKaW WKe aFFRXnWing enIRUFePenW OiWeUaWXUe IRFXVed 
WKXV IaU. 

7Ke eIIRUWV RI WKe naWiRnaO enIRUFeUV aUe FRRUdinaWed aW WKe EXURpean OeYeO 
by WKe E60$ ZiWK WKe XOWiPaWe aiP RI VWUengWKening VXpeUYiVRUy FRnYeUgenFe 
WKURXgK YaUiRXV aFWiRnV �4XagOi and 5aPaVVa, 2017�. $PRng WKeP, WKUee aUe 
RI paUWiFXOaU UeOeYanFe� �i� WKe EXURpean EnIRUFePenW CRRUdinaWiRn 6eVViRnV 
�EEC6�� �ii� WKe EXURpean FRPPRn enIRUFePenW pUiRUiWieV IRU IinanFiaO VWaWe�
PenWV� and �iii� WKe *XideOineV Rn WKe enIRUFePenW RI IinanFiaO inIRUPaWiRn. 

)iUVW, WKe E60$ PanageV WKe EEC6, a diVFXVViRn gURXp in ZKiFK WKe na�
WiRnaO enIRUFeUV pUeVenW WKe PRVW FUiWiFaO deFiViRnV WaNen and VKaUe WKeiU beKaY�
iRXU ZiWK WKe RWKeU naWiRnaO aXWKRUiWieV. 7KeVe diVFXVViRnV aUe aiPed aW KaUPR�
niVing bRWK enIRUFePenW pUaFWiFeV and I)56 appOiFaWiRn VinFe WKe FaVeV de�
baWed in WKe EEC6 aUe inFOXded in a VePi�pXbOiF daWabaVe. NaWiRnaO enIRUFeUV 
Fan aFFeVV WKe enWiUe daWabaVe and PXVW ORRN aW paVW enIRUFePenW deFiViRnV 
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beIRUe WaNing WKeiU deFiViRnV Rn WRpiFV aOUeady diVFXVVed dXUing VeVViRnV, ZKiOe 
iVVXeUV Fan aFFeVV WKe daWabaVe RnOy paUWiaOOy aV a VXppRUW IRU appOiFaWiRn 
dRXbWV. 7KiV pRVVibiOiWy VWUeVVeV WKe VWURng RUienWaWiRn RI WKe E60$ WRZaUdV 
WKe pUeYenWiRn RI PiVUepRUWing, in addiWiRn WR iWV eIIRUWV WR VXppRUW VXpeUYiVRUy 
FRnYeUgenFe by WKe naWiRnaO FRPpeWenW aXWKRUiWieV. In WKiV peUVpeFWiYe, eYeUy 
yeaU WKe E60$ annRXnFeV WKe PRVW FUiWiFaO aUeaV RI IinanFiaO VWaWePenWV WKaW 
aUe VXggeVWed IRU paUWiFXOaU VFUXWiny WR WKe naWiRnaO aXWKRUiWieV �i.e., WKe EXUR�
pean FRPPRn enIRUFePenW pUiRUiWieV IRU IinanFiaO VWaWePenWV�, ZKiFK aUe diV�
FORVed in adYanFe aOVR WR WKe iVVXeUV WR IRVWeU FRPpOianFe. 

$V WR WKe ZayV WR VXppRUW FRnViVWenFy beWZeen WKe enIRUFePenW aFWiYiWieV 
in WKe YaUiRXV PePbeU FRXnWUieV, IiUVW WKe CE65 and WKen WKe E60$ pXW in 
pOaFe WKe ³*XideOineV Rn WKe enIRUFePenW RI IinanFiaO inIRUPaWiRn´, inVpiUed 
by WKe 7UanVpaUenFy DiUeFWiYe ³WR eVWabOiVK FRnViVWenW, eIIiFienW and eIIeFWiYe 
VXpeUYiVRUy pUaFWiFeV in UeOaWiRn WR, and enVXUing WKe FRPPRn, XniIRUP and 
FRnViVWenW appOiFaWiRn RI, VXFK aFWV´ �E60$, 2014, paU. 6�. 7Ke *XideOineV 
pXbOiVKed in DeFePbeU 2014 aW E60$¶V iniWiaWiYe inFOXde 14 pUinFipOeV Rn 
WKe UeVRXUFeV, VWUXFWXUe and independenFe RI WKe naWiRnaO enIRUFeU �� 1, 2 and 
3�, WKe aFWiYiWy RI pUe�FOeaUanFe �� 4�, WKe PRniWRUing aFWiYiWy �� 5 and 6�, WKe 
enIRUFePenW aFWiRnV �� 7, 8 and 9�, WKe UROe and WKe pURFedXUe RI WKe EEC6 
�IURP � 10 WR � 14�. 

In paUWiFXOaU, *XideOine 2 eVWabOiVKeV WKaW naWiRnaO enIRUFeUV ³VKRXOd KaYe 
VXIIiFienW KXPan and IinanFiaO UeVRXUFeV WR FaUUy RXW WKeiU aFWiYiWieV in an eI�
IeFWiYe PanneU. 7Ke PanpRZeU VKRXOd be pURIeVViRnaOOy VNiOOed, e[peUienFed 
ZiWK WKe UeOeYanW IinanFiaO UepRUWing IUaPeZRUNV and VXIIiFienW in nXPbeU, WaN�
ing inWR aFFRXnW WKe nXPbeU RI iVVXeUV VXbMeFW WR enIRUFePenW RI IinanFiaO in�
IRUPaWiRn, WKeiU FKaUaFWeUiVWiFV, WKe FRPpOe[iWy RI WKeiU IinanFiaO VWaWePenWV 
and WKeiU abiOiWy WR appOy WKe UeOeYanW IinanFiaO UepRUWing IUaPeZRUN´. 

*XideOineV 5 and 6 FRnFeUn WKe PRniWRUing aFWiYiWy. 7Ke IRUPeU VROiFiWV 
naWiRnaO enIRUFeUV WR VeOeFW FRPpanieV IRU PRniWRUing XVing ³a Pi[ed PRdeO 
ZKeUeby a UiVN�baVed appURaFK iV FRPbined ZiWK a VaPpOing and�RU a URWaWiRn 
appURaFK. $ UiVN�baVed appURaFK VKRXOd FRnVideU WKe UiVN RI a PiVVWaWePenW 
aV ZeOO aV WKe iPpaFW RI a PiVVWaWePenW Rn WKe IinanFiaO PaUNeWV´. *XideOine 
6 UeFRPPendV WKe XVe RI WZR appURaFKeV WR PRniWRUing, XnOiPiWed and IR�
FXVed e[aPinaWiRn RI IinanFiaO UepRUWV by iVVXeUV, VWaWing WKaW� ³enIRUFeUV Fan 
eiWKeU XVe XnOiPiWed VFRpe e[aPinaWiRn RU a FRPbinaWiRn RI XnOiPiWed VFRpe 
and IRFXVed e[aPinaWiRnV RI IinanFiaO inIRUPaWiRn RI iVVXeUV VeOeFWed IRU en�
IRUFePenW. 7Ke VROe XVe RI IRFXVed e[aPinaWiRn VKRXOd nRW be FRnVideUed aV 
VaWiVIaFWRUy IRU enIRUFePenW pXUpRVeV´. 

*XideOine 7 deIineV WKUee pRVVibOe enIRUFePenW aFWiRnV IRU WKe naWiRnaO 
aXWKRUiWy in FaVe RI PaWeUiaO PiVVWaWePenW� �i� WKe UeiVVXanFe RI WKe IinanFiaO 
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VWaWePenWV� �ii� WKe UeTXeVW RI a FRUUeFWiYe nRWe� RU �iii� a FRUUeFWiRn in IXWXUe 
IinanFiaO VWaWePenWV ZiWK a UeVWaWePenW RI FRPpaUaWiYeV, ZKeUe UeOeYanW. 
E60$ aOVR VpeFiIieV WKe ViWXaWiRnV in ZKiFK eaFK RI WKeVe aFWiRnV iV appUR�
pUiaWe, KigKOigKWing WKaW WKe FRUUeFWiRn in IXWXUe IinanFiaO VWaWePenWV iV WKe 
OeVV WiPeOy in FRUUeFWing PiVUepRUWing and iWV XVe iV appURpUiaWe ZKen PaUNeW 
KaV aOUeady WKe inIRUPaWiRn ZKen WKe deFiViRn iV WaNen RU ZKen ³WKe deFiViRn 
UeOaWeV PeUeOy WR WKe Zay inIRUPaWiRn ZaV pUeVenWed in WKe IinanFiaO VWaWe�
PenWV UaWKeU WKan WR WKe VXbVWanFe´. 

7Ke E60$ gXideOineV aUe nRW OiPiWed WR inpXWV, PRniWRUing aFWiYiWy and 
RXWpXWV RI WKe enIRUFePenW pURFeVV WR be adRpWed by naWiRnaO enIRUFeUV in WKeiU 
UROe RI VXUYeiOOanFe, bXW inFOXde aOVR VRPe geneUaO UXOeV abRXW WKe FRRUdinaWiRn 
and VKaUing RI diIIeUenW FRXnWUieV¶ aFWiYiWieV, ZiWK paUWiFXOaU UegaUd WR WKe 
EEC6 in ZKiFK WKRVe aXWKRUiWieV PeeW and diVFXVV FUiWiFaO FaVeV. In WKiV peU�
VpeFWiYe, *XideOine 12 e[pOainV ZKen FaVeV VKRXOd be debaWed aW WKe EEC6 
beIRUe WKe enIRUFePenW deFiViRn �ePeUging iVVXeV� RU aIWeU WKe FKRiFe RI WKe 
naWiRnaO enIRUFeU �deFiViRnV�. 7Ke ePeUging iVVXeV aUe appURpUiaWe in FaVeV WKaW 
aUe YeUy iPpRUWanW IRU WKe inWeUnaO PaUNeW, eVpeFiaOOy iI WKe enIRUFeU KaV nRW 
WaNen any pUeYiRXV deFiViRn Rn WKe WRpiF XndeU diVFXVViRn RU WKe aFFRXnWing 
iVVXe KaV nRW been pUeYiRXVOy diVFXVVed. EPeUging iVVXeV aUe adPiWWed aOVR 
ZKen WKe enIRUFeU diVagUeeV ZiWK an eaUOieU deFiViRn Rn WKe VaPe aFFRXnWing 
iVVXe, RU ZKen WKe enIRUFeU IRUeVeeV a UiVN RI VigniIiFanWOy diYeUgenW WUeaWPenWV 
beWZeen iVVXeUV in WKe E8 PaUNeWV. EnIRUFePenW deFiViRnV WaNen Rn WKe baViV 
RI an ePeUging iVVXe VKRXOd WaNe inWR aFFRXnW WKe RXWFRPe RI WKe diVFXVViRn in 
WKe EEC6. $ddiWiRnaOOy, *XideOine 13 VWaWeV WKaW a deFiViRn VKRXOd be VXbPiW�
Wed WR WKe EEC6 in WKe IROORZing FaVeV� �i� iI WKe deFiViRn UeIeUV WR aFFRXnWing 
PaWWeUV ZiWK WeFKniFaO PeUiW� RU �ii� iW KaV been diVFXVVed aV an ePeUging iVVXe� 
RU iii� iW KigKOigKWV an ePeUging UiVN RI VigniIiFanWOy diIIeUenW aFFRXnWing WUeaW�
PenWV being appOied by iVVXeUV� RU �iY� iW iV OiNeOy WR KaYe a VigniIiFanW iPpaFW 
Rn RWKeU iVVXeUV� RU �Y� iW iV WaNen Rn WKe baViV RI a pURYiViRn nRW FRYeUed by a 
VpeFiIiF aFFRXnWing VWandaUd� RU �Yi� iW iV appaUenWOy in FRnWUadiFWiRn ZiWK an 
eaUOieU deFiViRn Rn WKe VaPe RU a ViPiOaU aFFRXnWing iVVXe. 

2YeUaOO, WKe E60$ gXideOineV pXUVXe WKe FRRUdinaWiRn aPRng naWiRnaO 
enIRUFeUV by addUeVVing WKe Ney eOePenWV RI WKeiU aFWiYiWy � in WeUPV RI inpXW 
�e.g. UeVRXUFeV�, pURFeVV �PRniWRUing aFWiYiWy� and RXWpXW �enIRUFePenW aF�
WiRnV� � aV ZeOO aV WKe FaVeV in ZKiFK a naWiRnaO enIRUFeU Fan e[eUW iWV aXWKRUiWy 
RnOy in VWUiFW FRRUdinaWiRn ZiWK iWV peeUV IURP RWKeU PePbeU FRXnWUieV �i.e. in 
EEC6�, pURYided WKaW WKe IinaO enIRUFePenW deFiViRn iV Xp WR WKe FRPpeWenW 
naWiRnaO aXWKRUiWy RnOy. 

NaWiRnaO enIRUFeUV aFW ZiWKin WKe E8 FRPPRn IUaPeZRUN VeW by WKeVe 
gXideOineV, ZKiFK Fan be XVed WR idenWiIy gRRd pUaFWiFeV aV ZeOO aV aUeaV IRU 

Copyright © 2018 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788891786876



502 

iPpURYePenW. 7Ke E60$ KaV UeFenWOy FRPpOeWed a peeU UeYieZ WKURXgK a WaU�
geWed VeOI�aVVeVVPenW TXeVWiRnnaiUe diUeFWed WR aOO naWiRnaO aXWKRUiWieV �and 
VXbVeTXenW Rn�ViWe YiViWV WR VeYen RI WKeP� in RUdeU WR aVVeVV WKe FRPpOianFe 
RI WKe naWiRnaO enIRUFeUV ZiWK gXideOineV 2, 5 and 6, IRU ZKiFK WKe E60$ e[�
peFWed WKe ORZeU OeYeO RI FRnYeUgenFe �E60$, 2017�. 7Ke UeVXOWV RI WKe $V�
VeVVPenW *URXp appRinWed by WKe E60$ FRnIiUPed WKiV e[peFWaWiRn and IRXnd 
WKaW WKe naWiRnaO enIRUFeUV ³KaYe Pany YaUiRXV ZayV RI appURaFKing and FaU�
Uying RXW WKe enIRUFePenW RI IinanFiaO inIRUPaWiRn´ �E60$, 2017, p.10�. 

7KiV Iinding aFFRUdV ZiWK ePpiUiFaO OiWeUaWXUe Rn WKe iPpaFW RI aFFRXnWing 
enIRUFePenW in WKe EXURpean FRnWe[W, in ZKiFK WKe peUViVWenFe RI naWiRnaO 
diIIeUenFeV in WKe TXaOiWy RI IinanFiaO UepRUWing iV VigniIiFanWOy dependenW Rn 
a nRW KRPRgenRXV inWenViWy RI enIRUFePenW aPRng PePbeU FRXnWUieV �DaVNe 
eW aO., 2008� $KPed eW aO., 2013�. 

 
 

8.3. Literature review 
 

%aVed Rn WKeVe FRnVideUaWiRnV, WKiV papeU bXiOdV Rn WKe aFFRXnWing en�
IRUFePenW OiWeUaWXUe in RUdeU WR pURpRVe a bURadeU and PRUe FRPpUeKenViYe 
YieZ Rn WKe enIRUFePenW pURFeVV, ZiWK a paUWiFXOaU inWeUeVW Rn WKe FRPpOe[ 
EXURpean FRnWe[W. In pXUVXiW RI WKiV RbMeFWiYe, Ze IiUVW UeYieZ WKe Pain Iind�
ingV RI WKe ePpiUiFaO OiWeUaWXUe Rn WKe aFFRXnWing enIRUFePenW, deYRWing a 
paUWiFXOaU aWWenWiRn WR FURVV�FRXnWUy VWXdieV XVing WKe OeYeO RI aFFRXnWing en�
IRUFePenW in a FRXnWUy aV an e[pOiFaWiYe YaUiabOe in TXanWiWaWiYe aUFKiYaO 
anaOyVeV. 7Ken, Ze IRFXV Rn WKe pUR[ieV adRpWed by WKRVe VWXdieV WR PeaVXUe 
a FRXnWUy¶V aFFRXnWing enIRUFePenW and diVFXVV WKe UeFenW WUendV RI aFFRXnW�
ing UeVeaUFK in WeUPV RI enIRUFePenW pUR[ieV. 

 
 

8.3.1. The effects of accounting enforcement 
 

7Ke debaWe Rn enIRUFePenW VWaUWed in WKe 6i[WieV and iW ZaV iniWiaOOy Fen�
WUed Rn WKe TXeVWiRn RI ZKeWKeU an enIRUFePenW aXWKRUiWy iV neFeVVaUy IRU 
IinanFiaO PaUNeWV �6WigOeU, 1964� %enVWRn, 1969� 6WigOeU, 1971� %enVWRn, 
1973� -aFNVRn, 2007, CRIIee, 2007� =ingaOeV, 2009, 0aKRney, 2009�. In WKe 
NineWieV WKe aFFRXnWing OiWeUaWXUe Rn WKe WRpiF VKiIWed WKe IRFXV Rn WKe eIIeFWV 
RI enIRUFePenW Rn IinanFiaO PaUNeWV ZiWK ePpiUiFaO anaOyVeV UeIeUUed WR WKe 
86 FRnWe[W, aOVR WKanNV WR WKe pXbOiF aYaiOabiOiWy RI WKe 6EC $FFRXnWing and 
$XdiWing EnIRUFePenW 5eOeaVeV �$$E5�, ZKiFK diVFORVe WKe naPe RI WKe 
FRPpanieV enIRUFed and WKe UeaVRnV RI WKe deFiViRnV. 7Ke IiUVW VWXdieV �)eUR] 
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eW aO., 1991� NRXUayi, 1994� DeFKRZ eW aO., 1996� 6UiniYaVan, 2005� 0iOOeU, 
2006� .aUpRII eW aO., 2009� VKRZed a UeOeYanW iPpaFW RI enIRUFePenW deFi�
ViRnV Rn IinanFiaO PaUNeWV in WeUPV RI VKaUe pUiFe UedXFWiRnV, ORZeU OiTXidiWy, 
inFUeaVe RI FRVW RI FapiWaO, negaWiYe FRnVeTXenFeV IRU WKe OiabOe PanageUV RI 
WKe  enIRUFed FRPpanieV �.aUpRII eW aO., 2008a�. .aUpRII eW aO. �2008b� de�
FRPpRVed WKe negaWiYe iPpaFW RI WKeVe deFiViRnV Rn a FRPpany in WKUee eOe�
PenWV� �i� WKe penaOWieV iPpRVed WKURXgK WKe OegaO VyVWeP Yia WKe 6EC diUeFW 
VanFWiRnV, �ii� WKe penaOWieV inFXUUed WKURXgK WKe pUiYaWe enIRUFePenW� and 
�iii� WKe UepXWaWiRnaO penaOWy, ZKiFK iV inWended aV WKe e[peFWed ORVV in WKe 
pUeVenW YaOXe RI IXWXUe FaVK IORZV dXe WR ORZeU VaOeV and KigKeU FRnWUaFWing 
and IinanFing FRVWV and iV WKe PRVW UeOeYanW iPpaFW. 

$nRWKeU inIOXenWiaO and PRUe UeFenW VWUeaP RI UeVeaUFK iV FRPpRVed RI 
FURVV�FRXnWUy VWXdieV e[pORUing WKe iPpaFW RI WKe enIRUFePenW Rn WKe aF�
FRXnWing TXaOiWy in inWeUnaWiRnaO FRPpaUiVRnV �%aOO eW aO., 2000� %aOO eW aO., 
2003� /eX] eW aO., 2003� %XUgVWKaOeU eW aO., 2006�. 7KiV OiWeUaWXUe VKiIWed WKe 
anaOyViV IURP WKe IiUP OeYeO, PRVWOy VWXdied in WKe 86 FRnWe[W, WR WKe naWiRnaO 
OeYeO ZiWK inWeUnaWiRnaO FRPpaUiVRnV XVing VynWKeWiF PeaVXUeV WR FRPpaUe 
WKe OeYeO RI enIRUFePenW in diIIeUenW FRXnWUieV. 7Ke IindingV VKRZ WKaW WKe 
naWiRnaO enIRUFePenW VyVWePV pOay a FUXFiaO UROe in deWeUPining WKe OeYeO RI 
eaUningV PanagePenW and WKe UeOeYanFe RI aFFRXnWing inIRUPaWiRn in dRPeV�
WiF IinanFiaO PaUNeWV. 

7Ke E8 deFiViRn WR adRpW I)56 IRU aOO WKe FRnVROidaWed UepRUWV RI FRPpa�
nieV OiVWed in WKe E8 IinanFiaO PaUNeWV IURP 2005 RIIeUed an e[FeOOenW Ue�
VeaUFK VeWWing WR WeVW WKe inIOXenFe RI naWiRnaO enIRUFePenW VyVWePV Rn aF�
FRXnWing TXaOiWy. 7KiV iVVXe iV RI gUeaW inWeUeVW giYen WKaW WKe I)56 adRpWiRn 
did nRW iPpURYe aFFRXnWing TXaOiWy KRPRgeneRXVOy in aOO WKe E8 FRXnWUieV. 
DXe WR WKiV YaUiabiOiWy, WKe eIIeFWiYeneVV RI enIRUFePenW iV VRPeWiPeV FiWed 
aV eYen PRUe iPpRUWanW WKan aFFRXnWing VWandaUdV WR be enIRUFed �%aOO eW aO., 
2000� CKUiVWenVen eW aO., 2013�. 

Indeed, a nXPbeU RI papeUV RbVeUYed WKaW WKe I)56 adRpWiRn iPpURYed 
PaUNeWV¶ eIIiFienFy in WeUPV RI inIRUPaWiRn UeOeYanFe, OiTXidiWy, FRVW RI Fap�
iWaO, and anaOyVW IROORZing RnOy in FRXnWUieV ZKeUe WKe enIRUFePenW naWiRnaO 
OeYeO iV KigKeU �DaVNe eW aO., 2008� )ORURX and 3Rpe, 2012� $UPVWURng eW 
aO.,2010� /i 2010� /andVPan eW aO., 2012� CKUiVWenVen eW aO., 2013� 6iOYeUV, 
2013� %RneWWi eW aO., 2016�. 2WKeU anaOyVeV FRnFOXde WKaW WKe OeYeO RI naWiRnaO 
enIRUFePenW inWenViWy VWURngOy FRnWUibXWed WR UeaOi]e WKe pRWenWiaO RI I)56 in 
WeUPV RI aFFRXnWing TXaOiWy iPpURYePenW by dePRnVWUaWing WKaW in FaVe RI 
KigK enIRUFePenW OeYeOV eaUningV PanagePenW beKaYiRXUV deFUeaVe �Cai eW 
aO., 2008� +RXTe eW aO., 2012�, WiPeOy ORVV UeFRgniWiRn RI gRRdZiOO inFUeaVeV 
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�*OaXP eW aO., 2018� and IinanFiaO diVFORVXUe iPpURYeV aV ZeOO �*OaXP eW aO., 
2013� *URV and .RFK, 2015�. 

$ VWURng enIRUFePenW iV IRXnd WR KaYe pRViWiYe eIIeFWV in WeUPV RI aFFX�
UaFy RI IinanFiaO anaOyVWV¶ eVWiPaWeV �%yaUd eW aO., 2011� DePPeU eW aO., 2015� 
3UeiaWR eW aO., 2015� and iV aVVRFiaWed ZiWK an inFUeaVe in WKe VKaUe RI WKe 
inVWiWXWiRnaO inYeVWRUV¶ RZneUVKip �)ORURX and 3Rpe, 2012�. 3aUWiFXOaUOy, 
DaVNe eW aO. �2008� UePaUN WKe FUXFiaO UROe RI enIRUFePenW VWUXFWXUeV in en�
KanFing WKe TXaOiWy RI UepRUWed nXPbeUV, and UeFenW VWXdieV VKRZ WKaW WKe 
OeYeO RI enIRUFePenW iV aVVRFiaWed aOVR ZiWK UeaO eIIeFWV in WeUPV RI inYeVW�
PenW eIIiFienFy �*aR and 6idKX, 2018� and XVe RI eaUnRXWV in 0	$V �9i�
aUengR eW aO., 2018�. 

 
 

8.3.2. The enforcement measures 
 

7Ke inWeUnaWiRnaO FRPpaUiVRnV RI WKe inWenViWy RI enIRUFePenW UegiPeV 
RIIeU iPpRUWanW FRnWUibXWiRnV WR adYanFe RXU XndeUVWanding Rn WKe UROe RI 
enIRUFePenW ZiWKin WKe ZideU VyVWeP RI diVFORVXUe and UegXOaWiRn inWended 
in a bURad VenVe, inFOXding aXWKRUiWieV IRUPaOOy FUeaWing and inWeUpUeWing diV�
FORVXUe and UepRUWing UXOeV, PRniWRUing FRPpOianFe ZiWK WKeVe UXOeV, and en�
IRUFing and iPpRVing penaOWieV IRU deYiaWiRnV IURP WKe UXOeV �/eX] and 
:yVRFNi, 2016�. 7KiV Oine RI UeVeaUFK KaV WR deaO ZiWK WKe FKaOOenging WaVN 
RI PeaVXUing WKe inWenViWy RI WKe naWiRnaO aFFRXnWing enIRUFePenW VyVWeP ³WR 
FapWXUe diIIeUenFeV in enIRUFePenW beWZeen FRXnWUieV and FKangeV in en�
IRUFePenW ZiWKin a FRXnWUy RYeU WiPe´ �%URZn eW aO., 2014�. 

7Ke gURZing inWeUeVW in WKe WRpiF IaYRXUed a Uapid VRpKiVWiFaWiRn RI 
PeaVXUeV, ZKiFK Fan be FOaVViIied inWR WKUee FaWegRUieV �7abOe 1�� �i� VWaWiF 
PeaVXUeV, baVed Rn ³OaZ�Rn WKe�bRRNV´ and iPpOiFiWOy aVVXPing WKaW WKe 
OeYeO RI enIRUFePenW Fan be PeaVXUed by WKe eVWabOiVKPenW RI UXOeV and WKe 
FUeaWiRn RI VXpeUYiVRUy aXWKRUiWieV� �ii� dynaPiF PeaVXUeV, IRFXVed Rn WKe 
inpXWV and�RU WKe RXWpXWV RI WKe enIRUFePenW pURFeVV �i.e. UeVRXUFing, en�
IRUFePenW aFWiRnV, eWF.�� and �iii� Pi[ed PeaVXUeV WKaW FRnViVW RI inde[eV 
FRPpRVed by iWePV deUiYing IURP bRWK a VWaWiF and a dynaPiF appURaFK. 
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Table 1 – Enforcement proxies 

 Proxy Source Used by 

STATIC 
APPROACH 

Legal system and legal 
enforcement 

La Porta et al. 
(1998) 

Leuz et al. (2003); Li (2010) 

Worldwide Governance 
Indicators (WGI) 
(e.g. rule of law) 

Kaufmann et al. 
(2007, 2009, 2010, 
2011 and following) 

Daske et al. (2008); Ahmed et al. (2013); 
Bonetti et al. (2016); Anagnostopoulou (2017); 
Pownall and Wieczynska (2017) 

Adoption of CESR best 
practices 

CESR (2007) Van Beest et al. (2013) 

Creation of a specific 
national accounting 
enforcer after IFRS 
adoption 

Christensen et al., 
(2013) 

Silvers (2013); Pownall and Wieczynska (2017) 

DYNAMIC 
APPROACH 

INPUT: 
Resourcing of the 
regulators (e.g. budget, 
staff) 

Jackson and Roe 
(2009) 

 

OUTPUT: 
Sanctions issued by the 
national enforcer 

Jackson (2007)  

MIXED 
APPROACH 

Auditing (dynamic 
proxy) and legal system 
(static proxies) 

Hope (2003) Cai et al. (2008) 

Auditing (static proxies) 
and national enforcer 
(static and dynamic 
proxies) 

Brown et al. (2014) Preiato et al. (2015); Cascino and Gassen 
(2014); Beekes et al. (2016); Bonetti et al. 
(2016); Charitou et al. (2018); Gao and Sidhu 
(2018); Glaum et al. (2018); Viarengo et al. 
(2018) 

 
0any RI WKe eaUOieVW VWXdieV �/eX] eW aO., 2003� /i, 2010� XVed VWaWiF pUR[�

ieV WR PeaVXUe a FRXnWUy¶V OeYeO RI enIRUFePenW, PainOy WKe inde[ RUiginaOOy 
pURpRVed by /a 3RUWa eW aO. �1997� 1998� WKaW UanNed a gURXp RI FRXnWUieV 
baVed Rn WKe OeYeO RI inYeVWRUV¶ pURWeFWiRn aV UeVXOWing IURP WKe bXVineVV 
FRPPXniWy eYaOXaWiRnV �i.e. VWURng UXOe RI OaZ, MXdiFiaO VyVWeP eIIiFienFy, 
degUee RI FRUUXpWiRn, VpeFiIiF OegaO UXOeV WR pURWeFW FUediWRUV and PinRUiWieV� 
RU IURP WKe aFWRUV¶ peUFepWiRnV RI WKe naWiRnaO MXdiFiaO VyVWeP �/a 3RUWa eW 
aO., 2006�3. 7KiV Nind RI inde[eV iV nRW VpeFiIiFaOOy UeIeUUed WR aFFRXnWing 
enIRUFePenW and needV IUeTXenW XpdaWing, dXe WR Uapid FKangeV in WKe OegaO 
and eFRnRPiF VyVWePV RI diIIeUenW FRXnWUieV. Indeed, 6paPann �2010� 
dePRnVWUaWed WKaW WKe RUiginaO inde[ pURpRVed by /a 3RUWa eW aO., �1998� FRXOd 
KaYe been ZURng in FOaVViIying FRXnWUieV ZiWK a FRPpaUiVRn baVed Rn IUeVK 
daWa �)iOip eW aO., 2015�. 
 
3 7KiV VWUeaP RI VWXdieV aOVR WUied WR RYeUFRPe WKe OiPiWV RI a ³OaZ�Rn�WKe�bRRNV´ appURaFK by pURpRVing 
an inde[ baVed an inWeUnaWiRnaO VXUYey WR OaZ IiUPV, ZKiFK ZeUe aVNed WR anVZeU Rn a VWyOi]ed VeOI�deaOing 
WUanVaFWiRn WR PeaVXUe WKe OegaO pURWeFWiRn RI PinRUiWy VKaUeKROdeUV ZiWK paUWiFXOaU UeIeUenFe WR pUiYaWe 
enIRUFePenW PeFKaniVPV �DManNRY eW aO., 2008� XVed by *OaXP eW aO., 2013�. 
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7Ke :RUOdZide *RYeUnanFe IndiFaWRUV �:*I� aUe RWKeU inde[eV baVed Rn 
a VWaWiF appURaFK �.aXIPann eW aO., 2011� and ZideOy XVed in aFFRXnWing 
VWXdieV �DaVNe eW aO., 2008, $KPed eW aO., 2013, 3RZnaOO and :ieF]ynVNa, 
2017�. 7Key PeaVXUe gRYeUnanFe, inWended aV WKe WUadiWiRnV and inVWiWXWiRnV 
by ZKiFK aXWKRUiWy in a FRXnWUy iV e[eUFiVed, and aUe FRnVWUXFWed annXaOOy IRU 
215 FRXnWUieV XVing RYeU 30 indiYidXaO daWa VRXUFeV pURdXFed by a YaUieWy RI 
VXUYey inVWiWXWeV, WKinN WanNV, nRn�gRYeUnPenWaO RUgani]aWiRnV, inWeUnaWiRnaO 
RUgani]aWiRnV, and pUiYaWe VeFWRU IiUPV in RUdeU WR FRPbine WKe YieZV RI a 
YaUieWy RI VXUYey UeVpRndenWV in indXVWUiaO and deYeORping FRXnWUieV.  7KeVe 
indiFaWRUV aUe nRW VpeFiIiFaOOy IRFXVed Rn enIRUFePenW and PeaVXUe Vi[ di�
PenViRnV RI gRYeUnanFe, inFOXding UXOe RI OaZ, UegXOaWRUy eIIeFWiYeneVV, FRn�
WURO RI FRUUXpWiRn, YRiFe and aFFRXnWabiOiWy, pROiWiFaO VWabiOiWy and gRYeUn�
PenW eIIeFWiYeneVV. $PRng WKeP, WKe PRVW UeOeYanW IRU aFFRXnWing VWXdieV 
aUe� �i� WKe ³UXOe RI OaZ´ inde[, ZKiFK PeaVXUeV WKe e[WenW WR ZKiFK agenWV 
KaYe FRnIidenFe in and abide by WKe UXOeV RI VRFieWy, inFOXding WKe TXaOiWy RI 
FRnWUaFW enIRUFePenW and pURpeUWy UigKWV, WKe pROiFe, and WKe FRXUWV, and WKe 
OiNeOiKRRd RI FUiPe and YiROenFe� �ii� WKe ³UegXOaWRUy TXaOiWy´, ZKiFK 
PeaVXUeV WKe abiOiWy RI WKe gRYeUnPenW WR pURYide VRXnd pROiFieV and UegX�
OaWiRnV WKaW enabOe and pURPRWe pUiYaWe VeFWRU deYeORpPenW. 7KeVe inde[eV 
KaYe WKe FRnVideUabOe adYanWage RI a UegXOaU XpdaWe �FXUUenWOy IURP 1996 Xp 
WR 2016�, bXW WKey aUe UeIeUUed WR a FRXnWUy¶V gRYeUnanFe in a FRXnWUy UaWKeU 
WKan WR aFFRXnWing enIRUFePenW in FapiWaO PaUNeWV, WKXV being RnOy an indi�
UeFW pUR[y VXFK aV WKe inde[eV inWURdXFed by /a 3RUWa eW aO. �1998�. 

2WKeU inde[eV baVed Rn WKe VWaWiF appURaFK PeaVXUe WKe naWiRnaO enIRUFe�
PenW inWenViWy in WKe EXURpean FRnWe[W by ORRNing aW aFWiRnV WaNen by PeP�
beU FRXnWUieV IROORZing E8 UegXOaWRUy FKangeV RU UeFRPPendaWiRnV. In WKiV 
peUVpeFWiYe, 9an %eeVW eW aO. �2013� FRnVideUV WR ZKaW e[WenW WKe E8 FRXn�
WUieV aFWXaOOy adRpWed WKe CE65 beVW pUaFWiFeV IRU WKe PRniWRUing RI IinanFiaO 
PaUNeWV �CE65, 2007�. $ PRUe UeFenW WUend RI VWXdieV WUied WR PeaVXUe WKe 
aFFRXnWing enIRUFePenW VyVWeP PRUe VpeFiIiFaOOy inVWead RI XVing geneUaO 
inde[eV RI inYeVWRU pURWeFWiRn RU gRYeUnanFe. CKUiVWenVen eW aO. �2013� PeaV�
XUed WKe enIRUFePenW inWenViWy ORRNing aW WKe FUeaWiRn RI a VpeFiIiF naWiRnaO 
aFFRXnWing enIRUFeU aIWeU WKe PandaWRUy adRpWiRn RI I)56, ZKiFK ZaV inWeU�
pUeWed aV a VXbVWanWiYe enIRUFePenW FKange �XVed aOVR in 6iOYeUV, 2013� 
3RZnaOO and :ieF]ynVNa, 2017�. 

DeVpiWe UeOeYanW diIIeUenFeV, WKe VWaWiF enIRUFePenW PeaVXUeV KaYe aW�
WUaFWed FUiWiFiVP �+ROWKaXVen, 2009� /eX], 2010� IRU WKe inadeTXaFy RI WKe 
OaZ�Rn�WKe�bRRNV inde[eV WR PeaVXUe WKe OeYeO RI a naWiRnaO enIRUFeU¶V aFWiY�
iWy UaWKeU WKan WKe VROe e[iVWenFe RI WKe OegaO pRZeU WR enIRUFe. 7Ken, PRUe 
dynaPiF PeaVXUeV KaYe been deYeORped by WaNing inWR aFFRXnW PainOy WKe 
inpXWV and WKe RXWpXWV RI WKe aFWiYiWy RI WKe naWiRnaO enIRUFeU, eYen VpeFi�
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IiFaOOy IRU WKe aFFRXnWing enIRUFePenW. E[aPpOeV RI pUR[ieV IRU WKe inpXW 
YaUiabOeV RI WKe enIRUFePenW pURFeVV aUe a naWiRnaO enIRUFeU¶V bXdgeW RU WKe 
nXPbeU RI iWV ePpORyeeV �CRIIee, 2007� -aFNVRn and 5Re, 2009�, ZKiOe WKe 
WRWaO VanFWiRnV iVVXed by a naWiRnaO enIRUFeU �-aFNVRn, 2007� aUe an aWWePpW 
WR PeaVXUe WKe RXWpXW RI WKe VaPe pURFeVV. 6XFK PeaVXUeV aUe YeUy inWeUeVW�
ing aV WKey aUe PRUe VWURngOy FRnneFWed WR WKe aFWXaO enIRUFePenW aFWiYiWy, 
KRZeYeU, WKXV IaU WKey KaYe been PainOy IRFXVed Rn VpeFiIiF aVpeFWV RI WKe 
enIRUFePenW pURFeVV and KaYe been XVed in a OiPiWed nXPbeU RI aFFRXnWing 
VWXdieV, pURbabOy dXe WR WKe VFaUFiWy RI pXbOiF and FRPpaUabOe daWa Rn aF�
FRXnWing enIRUFePenW in diYeUVe FRXnWUieV. 

0RVW UeFenW aFFRXnWing VWXdieV WKaW inFOXde enIRUFePenW YaUiabOeV in WKeiU 
anaOyVeV adRpW FRPpRViWe inde[eV baVed Rn a Pi[ed appURaFK WKaW FRPbineV 
VWaWiF and dynaPiF pUR[ieV. $n iniWiaO FRPpUeKenViYe PeaVXUe RI enIRUFe�
PenW iV a pUR[y baVed Rn ¿Ye FRXnWUy�OeYeO IaFWRUV �+Rpe, 2003�� aXdiW 
Vpending, inVideU WUading OaZV, MXdiFiaO eI¿FienFy, UXOe RI OaZ, and VKaUe�
KROdeU pURWeFWiRn. 7KiV PeaVXUe iV RbWained by aggUegaWing WKRVe IaFWRUV inWR 
a VFRUe by PeanV RI a IaFWRU anaOyViV and enFRPpaVVeV VWaWiF IaFWRUV UeIeUUed 
WR WKe OegaO enIRUFePenW �PRVWOy dUaZn IURP /a 3RUWa eW aO., 1998� aV ZeOO aV 
dynaPiF IaFWRUV VXFK aV WKe WRWaO naWiRnaO Vpending in aXdiW IeeV, inWeUpUeWed 
aV a FRXnWUy¶V FRPPiWPenW WR enIRUFePenW. 

7Ke idea RI FRPbining VWaWiF and dynaPiF eOePenWV WR FRnVWUXFW a PRUe 
FRPpUeKenViYe inde[ KaV been IXUWKeU deYeORped by %URZn eW aO. �2014�, 
ZKR pURpRVed an inde[ aiPed aW FapWXUing diIIeUenFeV beWZeen FRXnWUieV in 
UeOaWiRn WR WKe inVWiWXWiRnaO VeWWing IRU IinanFiaO UepRUWing by WaNing inWR FRn�
VideUaWiRn bRWK WKe aXdiWing RI IinanFiaO VWaWePenWV and WKe enIRUFePenW RI 
FRPpOianFe. 7Ke deVign RI WKe inde[, ZKiFK iV FaOFXOaWed IRU 51 FRXnWUieV, iV 
baVed Rn WKe idea WKaW OegaO VyVWeP pUR[ieV aUe WRR IaU IURP WKe IaFWRUV aFWX�
aOOy aIIeFWing FRPpOianFe, ZKiFK iV pURPRWed WKURXgK WKe aFWiYiWy RI e[WeUnaO 
aXdiWRUV and naWiRnaO enIRUFeUV. 7Ke 727$/ inde[ inWURdXFed by %URZn eW 
aO. �2014� ± and ZideOy adRpWed by aFFRXnWing VWXdieV aIWeUZaUdV ± iV PRUe 
IRFXVed Rn WKe aFFRXnWing enIRUFePenW and deUiYeV IURP WKe VXP RI WZR in�
de[eV �$8DI7 and EN)25CE�, ZKiFK Uange IURP 0 WR 32 and IURP 0 WR 24 
UeVpeFWiYeOy, IRU a Pa[iPXP YaOXe RI 56. 7KRVe WZR inde[eV FRnFeUn WKe 
aXdiWing and WKe naWiRnaO enIRUFePenW VyVWeP and aUe deWeUPined by FRnVid�
eUing nine and Vi[ iWePV UeVpeFWiYeOy �7abOe 2�, ZKiFK aUe giYen VFRUeV Uang�
ing IURP 0 WR 2 and ZeigKWV beWZeen 1 and 3. 7Ke aXdiW VyVWeP IeaWXUeV IRU 
eaFK FRXnWUy aUe VWaWiF PeaVXUeV deUiYed PainOy IURP VXUYeyV RI aFFRXnWanW 
aVVRFiaWiRnV �)EE, I)$C� and inFOXde, IRU e[aPpOe, WKe e[iVWenFe RI TXaOiWy 
aVVXUanFe pURgUaP RU RngRing pURIeVViRnaO deYeORpPenW. 7Ke PeaVXUeV RI 
WKe naWiRnaO enIRUFeU eIIeFWiYeneVV aUe bRWK VWaWiF �i.e., e[iVWenFe RI VpeFiIiF 
aFWiYiWy, VXFK aV WKe UeYieZ RI IinanFiaO VWaWePenWV RU WKe pRZeU WR VeW 
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aFFRXnWing and aXdiWing VWandaUdV�, and dynaPiF �VXFK aV WKe OeYeO RI Ue�
VRXUFing RU WKe e[iVWenFe RI enIRUFePenW aFWiRnV WaNen by WKe naWiRnaO en�
IRUFeU�. 
 
Table 2 – The composition of the index proposed by Brown et al. (2014) 

Item Enforcement proxy Data sources 

 AUDIT  

1 Auditors must be licenced FEE (2001), IFAC (2011) item 76 

2 More extensive licence requirements FEE (2001), IFAC (2011) item 78 

3 Ongoing professional development FEE (2001), IFAC (2011) item 79 

4 Quality assurance programme is in place IFAC (2011) item 124 

5 A audit oversight body has been set up FEE (2001), IFAC (2011) item 111 

6 A audit oversight body can apply sanctions FEE (2001), IFAC (2011) item 111 

7 Audit (firm or partner) rotation is required FEE (2001), IFAC (2011) item 42 

8 Level of audit fees Worldscope 

9 Level of litigation risk for auditors Wingate (1997), 1 otherwise 

 ENFORCE  

1 Security market regulator or other body monitors fi-
nancial reporting 

FEE (2001), CESR (2007), IFAC (2011) items 106, 
110, 123 

2 The body has power to set accounting and auditing 
standards 

IFAC (2011) item 108 

3 The body reviews financial statements IFAC (2011) item 108; CESR (2007); annual reports 
(2002-2008) 

4 The body provides a report about its review of finan-
cial statements 

Annual reports (2002-2008) 

5 This body has taken enforcement actions re finan-
cial statements 

Annual reports (2002-2008) 

6 Level of resourcing Courtis (2006); Jackson and Roe (2009); Horakova 
(2011) 

Sources of information� )EE �2001�. $ deVFUipWiRn RI EXURpean enIRUFePenW PeFKaniVPV. 
I)$C �2011�. 0ePbeU bRdy FRPpOianFe pURgUaPPe. 6XUYeyV RI pURIeVViRnaO aFFRXnWing bRd�
ieV in eaFK FRXnWUy WKaW pURYideV inIRUPaWiRn abRXW �a� aXdiWRU edXFaWiRn, UegiVWUaWiRn and 
VXpeUYiViRn, and �b� pRZeUV and aFWiYiWieV RI VeFXUiWieV PaUNeW UegXOaWRUV. $YaiOabOe aW 
KWWp���ZZZ.iIaF.RUg�abRXW�iIaF�PePbeUVKip�FRPpOianFe�pURgUaP�FRPpOianFe�UeVpRnVeV. 
CE65 �2007�. 5epRUWV Rn FRPpOianFe ZiWK CE65 6WandaUd NXPbeU 1 pURYided by WKe CRP�
PiVViRn RI EXURpean 6eFXUiWieV 5egXOaWRUV �nRZ E60$�. 3XbOiFOy aYaiOabOe annXaO UepRUWV RI 
naWiRnaO VeFXUiWieV PaUNeW UegXOaWRUV RbWained IURP WKe bRdy¶V ZebViWe �2002�08�. 7Ke :RUOd 
%anN �2011� ³5epRUWV Rn 2bVeUYaWiRnV RI 6WandaUdV and CRdeV´. $YaiOabOe aW 
KWWp���ZZZ.ZRUOdbanN.RUg�iIa�URVF aa.KWPO.  
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CRPpaUed WR WKe inde[eV pUeYiRXVOy XVed in aFFRXnWing VWXdieV, WKiV 
PeaVXUe iV paUWiFXOaUOy inWeUeVWing aV iW e[WendV WKe anaOyViV WR a ZideU VyVWeP 
enFRPpaVVing bRWK WKe naWiRnaO enIRUFeU and WKe e[WeUnaO aXdiWRUV. )XUWKeU�
PRUe, iW iV PRUe IRFXVed Rn WKe aFFRXnWing enIRUFePenW UaWKeU WKan Rn WKe 
geneUaO OegaO VeWWing RI a FRXnWUy. In dRing VR, iW FRPbineV VWaWiF and dynaPiF 
iWePV aUgXing WKaW WKe FRnVideUaWiRn RI WKe aFWXaO RXWFRPeV and pUaFWiFeV � 
and nRW RnOy RI WKe inVWiWXWiRnaO deVign � UeVXOWV in a diIIeUenW aVVeVVPenW RI 
a FRXnWUy¶V UegXOaWRUy VeWWing �/eX], 2010�. )URP an RpeUaWiRnaO pRinW RI 
YieZ, Ze WKinN WKaW iW KaV been e[WUePeOy XVeIXO IRU IXUWKeU UeVeaUFK WKaW WKe 
aXWKRUV deFided WR pXbOiVK nRW RnOy WKe 727$/, $8DI7, and EN)25CE 
inde[eV IRU eaFK FRXnWUy, bXW aOVR aOO WKe UaZ daWa XVed WR FRnVWUXFW WKeP, 
WKXV enabOing UeVeaUFKeUV WR ePpORy ZeigKWed RU XnZeigKWed VFRUeV, RU WR 
YaUy ZeigKWV, RU WR XVe indiYidXaO iWePV IRU diIIeUenW UeVeaUFK pXUpRVeV. 

CXUUenWOy, WKiV inde[ iV by IaU WKe PRVW ePpORyed in aFFRXnWing VWXdieV 
addUeVVing UeVeaUFK TXeVWiRnV inYROYing enIRUFePenW iVVXeV� KRZeYeU, iW iV 
WR nRWe WKaW WKe UeOeYanW daWa XVed WR FaOFXOaWe WKe inde[ aUe dUaZn IURP an 
e[WenViYe VXUYey FRndXFWed by WKe InWeUnaWiRnaO )edeUaWiRn RI $FFRXnWanWV 
�I)$C� WKURXgK pURIeVViRnaO bRdieV and PRVW VXUYeyV ZeUe XndeUWaNen in 
2004�2005. 0RUe VpeFiIiFaOOy, %URZn eW aO. �2014� deWeUPined WKeiU inde[ IRU 
WKUee yeaUV �2002, 2005, 2008� baVed Rn UeVpRnVeV UeFeiYed in WKRVe VXUYeyV, 
ZKiFK pURYided daWa IRU 2002 and 2008 WKURXgK WKe UeVpRndenWV¶ deVFUipWiRn 
RI FKangeV WR paVW yeaUV �XVed IRU WKe 2002 inde[� and RI e[peFWed IXWXUe 
FKangeV �XVed IRU WKe 2008 inde[�. 6XbVWanWiaO FKangeV WRRN pOaFe in WKe en�
IRUFePenW and in WKe aXdiWing OandVFape in WKe OaVW deFade, bRWK ZRUOdZide 
and in WKe E8, inFOXding a VWURngeU eIIRUW IRU enIRUFePenW FRnYeUgenFe by 
WKe E60$ �ZKiFK began RpeUaWiRnV in 2011� and WKe neZ E8 aXdiW OegiVOa�
WiRn �DiUeFWiYe 2014�56�E8� MXVW WR FiWe a IeZ �bXW YeUy UeOeYanW� e[aPpOeV. 
CRnVeTXenWOy, Ze WKinN WKaW IXWXUe VWXdieV � eVpeFiaOOy WKRVe inYeVWigaWing 
PRUe UeFenW WiPe KRUi]RnV � VKRXOd bXiOd Rn WKiV iPpRUWanW FRnWUibXWiRn WR 
PeaVXUe WKe aFFRXnWing enIRUFePenW WUying WR PaNe pURgUeVViYe iPpURYe�
PenWV in WKe pUR[y deVign UaWKeU WKan diUeFWOy XVing an aYaiOabOe daWaVeW in 
WKeiU TXanWiWaWiYe anaOyVeV. 

 
 

8.4. Enlarging the scope of the analysis: the concept of accounting 
enforcement system 

 
7Ke IindingV RI ePpiUiFaO OiWeUaWXUe and WKe eYROXWiRn in WKe pUR[ieV XVed 

WR PeaVXUe aFFRXnWing enIRUFePenW KigKOigKW WKe VWURng FRnneFWiRnV be�
WZeen diIIeUenW NindV RI PRniWRUing Rn IinanFiaO UepRUWing, naPeOy WKRVe 
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peUIRUPed by e[WeUnaO aXdiWRUV and naWiRnaO enIRUFeUV. Indeed, a FRXnWUy¶V 
OeYeO RI enIRUFePenW dReV nRW depend RnOy Rn WKe aFWiYiWieV RI WKe pXbOiF en�
IRUFeU, ZKRVe RXWFRPe Fan be aWWUibXWed WR iWV RUiginaO eIIRUW RnOy paUWiaOOy, 
bXW iV ineYiWabOy inIOXenFed by WKe TXaOiWy RI RWKeU FRnWUROV, VXFK aV WKRVe 
peUIRUPed by e[WeUnaO aXdiWRUV. 

%aVed Rn WKiV aUgXPenW, Ze aUgXe WKaW enIRUFePenW UeVeaUFK FRXOd beneIiW 
IURP a ZideU YieZ Rn WKe FRPpOe[ IXnFWiRn RI aFFRXnWing enIRUFePenW by 
WaNing inWR FRnVideUaWiRn WKe diIIeUenW NindV RI pURIeVViRnaOV and aXWKRUiWieV 
WKaW RpeUaWe aW a FRPpany OeYeO RU aW a FRXnWUy OeYeO WR enVXUe WKe FRPpOianFe 
RI IinanFiaO UepRUWing �)igXUe 1�. 

 
Fig. 1 – The broad accounting enforcement system 

 
 

$W WKe FRPpany OeYeO, WKeUe aUe WZR Pain pURWeFWiRnV againVW iUUegXOaUiWieV 
beIRUe WKe UeOeaVe RI aFFRXnWing inIRUPaWiRn WR WKe PaUNeW, naPeOy FRUpRUaWe 
gRYeUnanFe and e[WeUnaO aXdiWRUV. CRUpRUaWe gRYeUnanFe FRnWUROV Rn WKe 
FRPpOianFe RI annXaO UepRUWV inFOXde WKe PRniWRUing aFWiYiWy, geneUaOOy Xn�
RbVeUYabOe RXWVide WKe FRPpany, RI WKe inWeUnaO aXdiW IXnFWiRn and WKe aXdiW 
FRPPiWWee ZiWKin WKe bRaUd RI diUeFWRUV. E[WeUnaO aXdiWRUV UeYieZ WKe dUaIW 
RI annXaO UepRUWV and WKeiU aFWiYiWieV geneUaWe bRWK pUiYaWe and pXbOiF RXWpXWV, 
naPeOy WKe XnRbVeUYabOe FKangeV WR IinanFiaO UepRUWV aVNed WR PanageUV be�
IRUe WKe iVVXanFe �pUiYaWe RXWpXW� and WKeiU IinaO RpiniRn �FOeaU RU PRdiIied� 
ZKiFK iV pXbOiFOy diVFORVed. %aVed Rn WKe aXdiWRU¶V UepRUW, WKen WKe geneUaO 
VKaUeKROdeUV¶ PeeWing appURYeV WKe IinanFiaO UepRUWV pUepaUed by WKe bRaUd. 
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$OO WKeVe pURIeVViRnaOV and bRdieV aUe nRW enIRUFeUV in a VWUiFW VenVe, dXe WR 
WKe iPpRVVibiOiWy WR iPpRVe pXbOiF VanFWiRnV, bXW WKey FRnWUibXWe WR aYRiding 
iUUegXOaUiWieV in FRPpanieV¶ IinanFiaO UepRUWing and aUe OegaOOy UeVpRnVibOe IRU 
WKiV. Indeed, PaUNeWV geneUaOOy peUFeiYe TXaOiIied RU negaWiYe aXdiWRUV¶ Rpin�
iRnV aV a UiVN inFUeaVe Rn WKe FRPpany, ZiWK FRnVeTXenW negaWiYe UeaFWiRnV 
�CKen eW aO., 2005� 0enRn and :iOOiaPV, 2010�, WKXV VXppRUWing WKe idea WKaW 
aXdiWRUV Fan be deePed aV ³VXbVWanWiaO´ enIRUFeUV �CKen eW aO., 2005�, being 
Rn WKe IURnW Oine in RUdeU WR enVXUe KigK�TXaOiWy IinanFiaO UepRUWing �)EE, 
2001�. In paUWiFXOaU, aXdiWRUV UepUeVenW a IXndaPenWaO OinN beWZeen WKe FRP�
pany OeYeO and WKe naWiRnaO enIRUFeU, VinFe WKey KaYe WR pUiYaWeOy nRWiIy any 
ZeaNneVV IRXnd dXUing WKeiU ZRUN WR WKe naWiRnaO enIRUFePenW aXWKRUiWy, ZKiFK 
XVeV WKiV Nind RI daWa aV an eVVenWiaO inpXW IURP pURIeVViRnaOV ZiWK a KigK WeFK�
niFaO e[peUWiVe. $ddiWiRnaOOy, iW iV WR nRWe WKaW FRnWUROV aW a FRPpany OeYeO aUe 
XniYeUVaOOy peUIRUPed IRU eaFK FRPpany XndeU VXUYeiOOanFe, ZKiOe WKe PRni�
WRUing aFWiYiWieV peUIRUPed aW a FRXnWUy OeYeO inYROYe a VaPpOe RI FRPpanieV 
UaWKeU WKan addUeVVing WKe enWiUe pRpXOaWiRn RI OiVWed FRPpanieV eaFK yeaU. 

7Ke aFWiYiWy RI WKe naWiRnaO enIRUFeU iV WKe FenWUe RI WKe aFFRXnWing en�
IRUFePenW aW a FRXnWUy OeYeO and iWV Pain IeaWXUe iV WKe aXWKRUiWy¶V abiOiWy WR 
enIRUFe aFFRXnWing eUURUV and IUaXdV by iPpRVing WKe UeVWaWePenW RI Iinan�
FiaO UepRUWV, giYing VanFWiRnV WR FRPpanieV and PanageUV, and aFWiYaWing 
FRXUWV IRU WKe PRVW VeUiRXV FaVeV. 7ypiFaOOy, WKe enIRUFePenW pURFeVV peU�
IRUPed by WKe naWiRnaO aXWKRUiWy enFRPpaVVeV WKUee VWageV. )iUVW, WKe aXWKRU�
iWy VeOeFWV ZKiFK FRPpanieV WR PRniWRU �ZiWK XnOiPiWed RU IRFXVed anaOyVeV� 
baVed Rn VaPpOing WeFKniTXeV, aOVR FRnVideUing WKe UiVN RI PiVUepRUWing 
ePeUging IURP pUiYaWe and pXbOiF aXdiWRUV¶ RXWpXWV and RWKeU VRXUFeV �i.e. 
pUeVV, IinanFiaO PaUNeW inIRUPaWiRn, pUiYaWe enIRUFePenW aFWiRnV�. 6eFRnd, 
WKe aXWKRUiWy peUIRUPV an iniWiaO anaOyViV and iI needed iW gReV IXUWKeU by in�
WeUaFWing ZiWK WKe FRUpRUaWe PanageUV and aXdiWRUV WR aFTXiUe addiWiRnaO in�
IRUPaWiRn. 7KiUd, in FaVe RI idenWiIied iUUegXOaUiWieV, WKe aXWKRUiWy WaNeV an 
enIRUFePenW aFWiRn, Uanging IURP a FRUUeFWiRn in IXWXUe IinanFiaO UepRUWV ZiWK 
an eYenWXaO UeVWaWePenW WR a FRUUeFWiYe nRWe, Xp WR WKe UeiVVXanFe RI WKe ZKROe 
UepRUW in WKe ZRUVW FaVeV �enIRUFePenW RI inIRUPaWiRn�. In WKe PRVW VeUiRXV 
FaVeV, WKe aXWKRUiWy Fan appOy VanFWiRnV WR PanageUV, and WaNe OegaO aFWiRnV 
Oeading WR addiWiRnaO FRnVeTXenFeV in WKe MXdiFiaO VyVWeP. In VRPe MXUiVdiF�
WiRnV �eVpeFiaOOy 86�, aOVR pUiYaWe enIRUFeUV aUe YeUy aFWiYe VXbMeFWV, RUigi�
naWing pUiYaWe OiWigaWiRnV WR deIend WKe inYeVWRUV¶ inWeUeVWV againVW WKe FRP�
pany PanageUV UeVpRnVibOe IRU aFFRXnWing eUURUV. 

)inanFiaO PaUNeWV, aV ZeOO aV WKe pUeVV �and XOWiPaWeOy WKe pXbOiF RpiniRn�, 
XVe inIRUPaWiRn IURP WKe abRYe�deVFUibed VRXUFeV WR aVVeVV WKe aFFRXnWing 
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TXaOiWy and UeOiabiOiWy RI a FRPpany¶V annXaO UepRUW and penaOi]e FRPpanieV 
in FaVe RI PiVUepRUWing. 

In WKiV peUVpeFWiYe, FRUpRUaWe gRYeUnanFe, aXdiWing, and WKe naWiRnaO aX�
WKRUiWy UepUeVenW WKUee Pain FRPpRnenWV RI WKe ZideU aFFRXnWing enIRUFe�
PenW VyVWeP. 7Ke enIRUFePenW aFWiYiWieV peUIRUPed ZiWKin WKeVe VXbVyVWePV 
aUe VXbMeFW WR UXOeV iVVXed aW a naWiRnaO and eYen aW an inWeUnaWiRnaO OeYeO �e.g. 
E8 diUeFWiYeV� and aUe inIOXenFed by FRdeV WKaW Fan be YROXnWaUiOy adRpWed 
�e.g. naWiRnaO FRUpRUaWe gRYeUnanFe FRdeV�. In WKe E8 FRnWe[W, WKe aXdiWing 
aFWiYiWy iV XndeU WKe pXbOiF RYeUVigKW RI naWiRnaO aXWKRUiWieV FRRUdinaWed aW 
WKe E8 OeYeO by WKe CE$2%, a FRPPiWWee eVWabOiVKed IRU FRRpeUaWiRn be�
WZeen naWiRnaO aXdiW RYeUVigKW bRdieV aiPed aW IaFiOiWaWing VXpeUYiVRUy FRn�
YeUgenFe WR enVXUe an eIIeFWiYe and FRnViVWenW appOiFaWiRn RI WKe neZ E8 
aXdiW OegiVOaWiRn WKURXgKRXW WKe E8. $V pUeYiRXVOy iOOXVWUaWed, aOVR WKe aFWiY�
iWy RI WKe EXURpean naWiRnaO enIRUFeUV iV inFUeaVingOy FRRUdinaWed aW WKe E8 
OeYeO by WKe E60$ WKURXgK WKe EEC6, WKe enIRUFePenW pUiRUiWieV and WKe 
gXideOineV addUeVVed WR naWiRnaO aXWKRUiWieV. 

2YeUaOO, WKeVe FRnVideUaWiRnV KigKOigKW WKe FRnVideUabOe FRPpOe[iWy RI WKe 
aFFRXnWing enIRUFePenW VyVWeP ePeUging IURP WKiV Zide and FRPpUeKenViYe 
YieZ. :e aUgXe WKaW WKe Zide VFRpe RI WKiV FRnFepW FRXOd be XVed by aFFRXnW�
ing VWXdieV WKaW inFUeaVingOy Wend WR UeFRgni]e WKaW aFFRXnWing enIRUFePenW 
iV nRW OiPiWed WR WKe aFWiYiWieV RI WKe naWiRnaO aXWKRUiWieV �EZeUW and :agen�
KRIeU, 2016� and aOVR aFFRUdV ZiWK WKe YieZV Rn enIRUFePenW e[pUeVVed by 
pROiFy PaNeUV and pUaFWiFe. 7Ke E8 CRPPiVViRn in 2000 VWaWed WKaW� 

 
³EnIRUFePenW FRPpUiVeV a FaVFade RI diIIeUenW eOePenWV inFOXding �1� FOeaU 

aFFRXnWing VWandaUdV �2� WiPeOy inWeUpUeWaWiRnV and iPpOePenWaWiRn gXidanFe, �3� 
VWaWXWRUy aXdiW, �4� PRniWRUing by VXpeUYiVRUV and �5� eIIeFWiYe VanFWiRnV. EaFK 
RI WKeVe PXVW ZRUN eIIiFienWOy� WKe VyVWeP ZiOO be aV VWURng aV iWV ZeaNeVW paUW in 
deOiYeUing VWURng inYeVWRU and FUediWRU pURWeFWiRn´ �E8 CRPPiVViRn, 2000, p. 8� 
 
7KiV ZideU FRnFepW VeePV baVed PainOy Rn WKe VXbVWanFe RI WKe RbMeFWiYe 

WR pXUVXe and iV UeIOeFWed aOVR by WKe pURIeVViRnaOV¶ pRinW RI YieZ e[pUeVVed by 
WKe )EE �2001�, ZKiFK deIineV enIRUFePenW aV aOO pURFedXUeV in a FRXnWUy in 
RUdeU WR aVVXUe WKe pURpeU appOiFaWiRn RI aFFRXnWing pUinFipOeV and VWandaUdV 
and idenWiIieV WKe IROORZing Vi[ OeYeOV RI enIRUFePenW in WKe E8� �i� VeOI�en�
IRUFePenW �pUepaUaWiRn RI IinanFiaO VWaWePenWV�� �ii� VWaWXWRUy aXdiW RI IinanFiaO 
VWaWePenWV� �iii� appURYaO RI IinanFiaO VWaWePenWV� �iY� inVWiWXWiRnaO RYeUVigKW 
VyVWeP� �Y� FRXUW �VanFWiRnV�FRPpOainWV�� and �Yi� pXbOiF and pUeVV UeaFWiRnV. 

7Ke VWUiFW OinNV e[iVWing beWZeen WKe diIIeUenW VXbVyVWePV aUe nRW RnOy 
IRUPaOOy VWaWed, bXW aOVR inFOXded in WKe RpeUaWiRnaO UeFRPPendaWiRnV RI WKe 
EXURpean $XWKRUiWy. -XVW WR FiWe an e[aPpOe, WKe E60$ *XideOine 5 �E60$, 

Copyright © 2018 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788891786876



513 

2014� deaOV ZiWK WKe VeOeFWiRn FUiWeUia IRU WKe UegXOaU PRniWRUing aFWiYiWy RI 
WKe naWiRnaO enIRUFeU and eVWabOiVKeV WKaW WKe UiVN appURaFK iPpOieV ³indiFa�
WiRnV IURP WKe aXdiWRUV RI PiVVWaWePenWV, ZKeWKeU in WKeiU UepRUWV RU RWKeU�
ZiVe, ZiOO nRUPaOOy WUiggeU a VeOeFWiRn RI WKe IinanFiaO inIRUPaWiRn in TXeV�
WiRn IRU e[aPinaWiRn. IndiFaWiRnV RI PiVVWaWePenWV pURYided by aXdiWRUV RU 
UegXOaWRUy bRdieV aV ZeOO aV gURXnded FRPpOainWV VKRXOd be FRnVideUed IRU 
enIRUFePenW e[aPinaWiRnV. 2n WKe RWKeU Kand, an XnTXaOiIied RpiniRn IURP 
an aXdiWRU VKRXOd nRW be FRnVideUed aV pURYing WKe abVenFe RI UiVN RI a PiV�
VWaWePenW. EnIRUFePenW e[aPinaWiRnV VKRXOd be FRnVideUed ZKeUe, aIWeU pUe�
OiPinaUy VFUXWiny, a FRPpOainW UeFeiYed appeaUV UeOiabOe and UeOeYanW IRU a 
pRVVibOe enIRUFePenW e[aPinaWiRn.´ 

 
 

8.5. The broad accounting enforcement system in accounting 
studies 

 
7Ke aFFRXnWing OiWeUaWXUe KaV inYeVWigaWed WKe Pain WKUee VXbVyVWePV 

FRPpRVing WKe bURad aFFRXnWing enIRUFePenW VyVWeP ± naPeOy FRUpRUaWe 
gRYeUnanFe, aXdiWing, and naWiRnaO enIRUFePenW aXWKRUiWy ± ZiWKin diIIeUenW 
VWUeaPV RI UeVeaUFK WUying WR e[pOain WKeiU iPpaFW Rn IinanFiaO UepRUWing TXaO�
iWy. 7KiV RXWFRPe iV VWURngOy FRnneFWed WR WKe geneUaO RbMeFWiYe RI WKe enWiUe 
pURFeVV, ZKiFK Fan be VXPPaUi]ed in enVXUing WKaW FRUpRUaWe IinanFiaO Ue�
pRUWing FRPpOieV ZiWK WKe UeTXiUePenWV RI OaZV, UegXOaWiRn, and UXOeV. 

/eaYing aVide WKe FRPpOe[iWy RI WKe inWeUaFWiRnV beWZeen WKe WKUee VXb�
VyVWePV, inYeVWigaWing WKe eIIeFWiYeneVV RI eaFK RI WKeP ZRXOd ideaOOy Ue�
TXiUe inIRUPaWiRn Rn WKe WRWaO FaVeV RI PiVUepRUWing �deWeFWed and Xnde�
WeFWed� in RUdeU WR XndeUVWand WKe aFWXaO FRnWUibXWiRn RI ³gaWeNeepeUV´ WR FRn�
WUaVW YiROaWiRnV. Indeed, an aFFXUaWe anaOyViV RI WKe UROe RI FRPpany�OeYeO RU 
FRXnWUy�OeYeO enIRUFeUV VKRXOd FRnVideU WKe enWiUe XniYeUVe RI PiVVWaWePenWV, 
ZKiFK aUe nRW VWUiFWOy OiPiWed WR YiROaWiRnV diVFRYeUed and enIRUFed ZiWK pXb�
OiF diVFORVXUe RI enIRUFePenW aFWiRnV. 

%y FRnWUaVW, aFFRXnWing enIRUFePenW UeVeaUFK KaV WR deaO ZiWK WKe inWUin�
ViF OiPiWaWiRn WKaW WKe aFWXaO RXWFRPe RI WKe enIRUFePenW pURFeVV iV XnFeUWain 
and XnRbVeUYabOe. Indeed, WKe XniYeUVe RI PiVUepRUWing pUaFWiFeV FRPpUiVeV 
a YaUieWy RI FaVeV WKaW aUe pXbOiFOy diVFORVed, pUiYaWeOy diVFORVed RU XnNnRZn 
depending Rn WKe WiPing RI WKe YiROaWiRn diVFRYeUy and Rn WKe PaWeUiaOiWy RI 
eUURUV and iUUegXOaUiWieV �)igXUe 2�. 
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Figure 2 – Misreporting and data availability 

 
 

)iUVW, VRPe iUUegXOaUiWieV Fan be FRUUeFWed beIRUe WKe appURYaO RI WKe annXaO 
UepRUW WKanNV WR WKe PRniWRUing aFWiYiWy RI Rne RU PRUe RI WKe WKUee enIRUFePenW 
VXbVyVWePV. 7KiV Fan be dXe, IRU inVWanFe, WR WKe FRnWUROV peUIRUPed by WKe 
aXdiW FRPPiWWee, WR WKe diaORgXe beWZeen PanagePenW and e[WeUnaO aXdiWRUV, 
RU WR a pUe�FOeaUanFe by WKe naWiRnaO FRPpeWenW aXWKRUiWy. 7KiV µWenWaWiYe¶ PiV�
UepRUWing iV nRW pXbOiFOy diVFORVed and, eYen iI WKe IinanFiaO PaUNeW iV IaiUOy 
inIRUPed, daWa Rn WKeVe RFFXUUenFeV ZRXOd be YeUy XVeIXO IRU UeVeaUFK pXU�
pRVeV WR inYeVWigaWe WKe iPpaFW RI WKe enIRUFePenW VyVWeP. 6eFRnd, nRW aOO WKe 
YiROaWiRnV IRXnd aUe neFeVVaUiOy diVFORVed in pXbOiF dRFXPenWV VXFK aV WKe en�
IRUFePenW aFWiRnV RU WKe aXdiWRU¶V UepRUW. Indeed, RnOy PaWeUiaO iUUegXOaUiWieV 
aUe diVFORVed in pXbOiFOy aYaiOabOe dRFXPenWV, ZKiFK addiWiRnaOOy Fan be 
pURPpWOy FRPPXniFaWed �e.g. UeVWaWePenWV� WR WKe PaUNeW RU pURdXFe FRnVe�
TXenFeV RnOy in IXWXUe IinanFiaO UepRUWing. In�depWK anaOyVeV by WKe aXdiWRUV RU 
by WKe naWiRnaO enIRUFeU Fan aOVR end ZiWK WKe diVFRYeUy RI eUURUV WKaW aUe 
deePed aV nRW PaWeUiaO and aUe RnOy UepRUWed in pUiYaWe dRFXPenWV �i.e. Xnad�
MXVWed eUURUV IRXnd by e[WeUnaO aXdiWRUV FRPPXniFaWed RnOy WR WKe naWiRnaO en�
IRUFeU�. 7KiUd, iW iV WR UeFaOO WKaW VRPe FaVeV RI PiVUepRUWing KaYe nRW been 
diVFRYeUed RU UepRUWed by WKe WKUee OeYeOV RI FRnWURO, ZKiFK Fan be PRUe RU OeVV 
eIIeFWiYe, bXW XndRXbWedOy FannRW be FRPpOeWeOy XnIaiOing. 

CRnVeTXenWOy, aFFRXnWing VWXdieV IROORZ WZR diIIeUenW aYenXeV RI enTXiUy 
WR pURYide inVigKWV inWR enIRUFePenW and iWV eIIeFWiYeneVV� VRPe RI WKeP in�
YeVWigaWe WKe inIOXenFe RI WKe enIRUFePenW pURFeVV Rn WKe YiROaWiRnV IRXnd, 
eYen iI WKeiU nXPbeU dReV nRW neFeVVaUiOy FRUUeVpRnd WR WKe enWiUe XniYeUVe 
RI PiVUepRUWing FaVeV, ZKiOe RWKeUV ORRN aW WKe OinNV beWZeen FRnWUROV and 
diIIeUenW IeaWXUeV RI IinanFiaO UepRUWing WKaW aUe iPpOiFiWOy XVed aV pUR[ieV RI 
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WKe RYeUaOO YiROaWiRnV. In WKiV peUVpeFWiYe, ePpiUiFaO OiWeUaWXUe inYeVWigaWeV WKe 
aVVRFiaWiRn ZiWK eaUningV PanagePenW, ZKiFK appUR[iPaWeV PiVUepRUWing Ue�
OaWed WR UeFRgniWiRn and PeaVXUePenW iVVXeV, RU ZiWK FRPpOianFe, ZKRVe 
OeYeO iV an indiUeFW pUR[y IRU YiROaWiRnV RI UXOeV UegaUding pUeVenWaWiRn and 
diVFORVXUe. )igXUe 3 iOOXVWUaWeV a ViPpOiIied RUgani]ing PRdeO aiPed aW Ue�
IOeFWing Rn e[iVWing OiWeUaWXUe by UepUeVenWing� �i� FRUpRUaWe gRYeUnanFe, aX�
diWing and naWiRnaO enIRUFePenW aXWKRUiWy, inWended aV aFFRXnWing enIRUFe�
PenW VXbVyVWePV� �ii� WKe YiROaWiRnV, FRnViVWing in WKe PiVUepRUWing FaVeV 
IRXnd by WKe naWiRnaO enIRUFeU� and �iii� eaUningV PanagePenW and FRPpOi�
anFe, ZKiFK UepUeVenW WZR UeOeYanW IeaWXUeV RI IinanFiaO UepRUWing WKaW Fan be 
aIIeFWed by FRPpany�OeYeO and FRXnWUy�OeYeO FRnWUROV. :e dR nRW UepUeVenW 
KeUe WKe PaUNeW FRnVeTXenFeV RI WKe enIRUFePenW pURFeVV �bUieIOy VXPPa�
Ui]ed in 6eFWiRn 3�, ZKiFK aUe aOVR XVed by aUFKiYaO VWXdieV aV PRUe indiUeFW 
pUR[ieV WR PeaVXUe IinanFiaO UepRUWing TXaOiWy. 

 
Figure 3 – The broad accounting enforcement system: an organizing model 

 
 
6RPe RI WKe UeOaWiRnVKipV beWZeen WKe Vi[ bORFNV RXWOined in WKiV IigXUe 

KaYe aOUeady been ZideOy inYeVWigaWed in aFFRXnWing OiWeUaWXUe �gUeen aUURZV 
in WKe IigXUe�, ZKiOe VR IaU RWKeUV KaYe been XndeU�UeVeaUFKed �bOXe aUURZV� 
RU UaWKeU negOeFWed �Ued OineV� and in RXU RpiniRn aUe ZRUWKZKiOe IRU IXUWKeU 
UeVeaUFK WR adYanFe RXU XndeUVWanding RI WKe eIIeFWiYeneVV RI WKe enWiUe aF�
FRXnWing enIRUFePenW VyVWeP. 
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8.5.1. Studies on the corporate governance subsystem 
 

$ UiFK FRUpRUaWe gRYeUnanFe OiWeUaWXUe e[aPineV WKe UeOaWiRn beWZeen FRU�
pRUaWe gRYeUnanFe FKaUaFWeUiVWiFV and YaUiRXV aFFRXnWing and aXdiWing RXW�
FRPeV� RYeUaOO, iWV IindingV VXppRUW WKe idea WKaW µgRRd¶ aXdiW FRPPiWWee and 
bRaUd FKaUaFWeUiVWiFV aUe aVVRFiaWed ZiWK PeaVXUeV RI µgRRd¶ aFFRXnWing and 
aXdiWing and ZiWK PRUe eIIiFienW inWeUnaO FRnWUROV �CaUFeOOR eW aO., 2011�4. 
0RUe VpeFiIiFaOOy, WKe FRUpRUaWe gRYeUnanFe PeFKaniVPV VeeP PRUe eIIeF�
WiYe in FaVe RI aXdiW FRPPiWWeeV FKaUaFWeUi]ed by KigK IinanFiaO e[peUWiVe and 
independenFe �$bbRWW eW aO., 2004�, and in FaVe RI a UeOeYanW peUFenWage RI 
independenW diUeFWRUV in WKe bRaUd �%eaVOey, 1996� DeFKRZ eW aO., 1996� )iFK 
and 6KiYdaVani, 2007� =aR and CKen, 2008� %eaVOey eW aO., 2010�. 7KeVe Iea�
WXUeV aUe aVVRFiaWed ZiWK a KigKeU aXdiW TXaOiWy, PeaVXUed WKURXgK diIIeUenW 
pUR[ieV �e.g. aXdiWRU Wype, aXdiWRU Iee, gRing FRnFeUn UepRUWing, FRPPiWWee�
aXdiWRU FRRpeUaWiRn�, and ZiWK a KigKeU IinanFiaO UepRUWing TXaOiWy, inWended 
aV a ORZeU OeYeO RI eaUningV PanagePenW �.Oein, 2002�, RU WKe abVenFe RI 
IUaXdXOenW aFFRXnWing �%eaVOey, 1996� %eaVOey eW aO., 2000� RU UeVWaWePenWV 
�$bbRWW eW aO., 2004�. Indeed, WZR eaUOy VWXdieV Rn WKe OinN beWZeen gRYeUn�
anFe VWUXFWXUeV and IinanFiaO UepRUWing PiVFRndXFW �%eaVOey, 1996� DeFKRZ 
eW aO., 1996� Iind WKaW IinanFiaO UepRUWing PiVFRndXFW �$$E5V� iV PRUe OiNeOy 
in IiUPV ZiWK a gUeaWeU pURpRUWiRn RI inVideUV Rn WKe bRaUd RI diUeFWRUV. $d�
diWiRnaOOy, PiVFRndXFW iV PRUe OiNeOy ZKen WKe CE2 ViPXOWaneRXVOy VeUYeV 
aV bRaUd FKaiUPan, ZKen WKe CE2 iV aOVR WKe IiUP¶V IRXndeU, ZKen WKe bRaUd 
dReV nRW KaYe an aXdiW FRPPiWWee, and ZKen WKe IiUP dReV nRW KaYe a VigniI�
iFanW RXWVide bORFNKROdeU �DeFKRZ eW aO., 1996�. )ROORZing WKe diIIXViRn RI 
aXdiW FRPPiWWeeV in OiVWed FRPpanieV and WKe FRnVeTXenW UedXFing YaUiaWiRn 
in Ney gRYeUnanFe FKaUaFWeUiVWiFV �%eaVOey eW aO., 2010�, UeVeaUFK Rn WKeiU 
eIIeFWiYeneVV VKiIWed WKe IRFXV Rn WKe iPpaFW RI WKe aXdiW FRPPiWWee FKaUaF�
WeUiVWiFV UaWKeU WKan RI iWV e[iVWenFe �iniWiaOOy inYeVWigaWed by %eaVOey, 1996, 
%eaVOey eW aO., 2000�. EPpiUiFaO eYidenFe VKRZV WKaW WKe independenFe and 
aFWiYiWy OeYeO RI WKe aXdiW FRPPiWWee �ZKiFK appUR[iPaWeV WKe aXdiW FRPPiW�
Wee diOigenFe�, aV ZeOO aV WKe pUeVenFe RI aW OeaVW Rne PePbeU ZiWK IinanFiaO 
e[peUWiVe in WKe FRPPiWWee e[KibiW a VigniIiFanW and negaWiYe aVVRFiaWiRn ZiWK 
WKe RFFXUUenFe RI UeVWaWePenW �$bbRWW eW aO., 2004�. 

6RPe VWXdieV IXUWKeU e[pORUe WKe UROe RI inWeUnaO FRnWUROV in FRnWUaVWing Ii�
nanFiaO PiVUepRUWing, Iinding WKaW PiVFRndXFW iV ORZeU in IiUPV ZiWK a IRUPaO 
inWeUnaO aXdiW IXnFWiRn �%eaVOey eW aO., 2000� CRUaP eW aO., 2008� and WKaW 

 
4 2n WKe FRnWUaUy, /aUFNeU eW aO. �2007� Iind WKaW Ney diPenViRnV RI FRUpRUaWe gRY�
eUnanFe KaYe OiWWOe UeOaWiRn WR a VaPpOe RI aFFRXnWing UeVWaWePenWV. 
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PiVFRndXFW IiUPV KaYe IeZeU aXdiW FRPPiWWee PeeWingV XnWiO WKe IinanFiaO Ue�
pRUWing PiVFRndXFW bXW WKRVe PeeWingV inFUeaVe VXbVWanWiaOOy aIWeUZaUdV �)aU�
beU, 2005�. 

$ UiFK OiWeUaWXUe ORRNV aW WKe UeOaWiRn beWZeen FRUpRUaWe gRYeUnanFe TXaO�
iWy and eaUningV PanagePenW, PRVWOy PeaVXUed WKURXgK WKe aFFUXaOV TXaOiWy. 
IW IindV WKaW WKe TXaOiWy RI FRUpRUaWe gRYeUnanFe iV negaWiYeOy aVVRFiaWed ZiWK 
eaUningV PanagePenW �.Oein, 2002� %RZen eW aO., 2008� =KaR and CKen, 
2008� NaiNeU and 6KaUPa, 2009, DKaOiZaO eW aO., 2010�, ZiWK a IeZ nRWabOe 
e[FepWiRnV pURYiding Pi[ed UeVXOWV �e.g. /aUFNeU eW aO., 2007�. 

/RRNing aW aFFRXnWing iUUegXOaUiWieV WKaW dR nRW inIOXenFe eaUningV, iW iV 
WR nRWe WKaW WKe IaFWRUV dUiYing FRPpOianFe RU nRn�FRPpOianFe KaYe UeFeiYed 
FRnVideUabOy OeVV aWWenWiRn WKan WKRVe inIOXenFing eaUningV PanagePenW RU 
YROXnWaUy diVFORVXUe, ZKiFK aUe WKe foci RI WZR YaVW VWUeaPV RI OiWeUaWXUe. $ 
OiPiWed nXPbeU RI papeUV, RIWen IRFXVing Rn a VeOeFWed gURXp RI VWandaUdV, 
KaYe inYeVWigaWed WKe FRUpRUaWe gRYeUnanFe deWeUPinanWV RI FRPpOianFe Iind�
ing WKaW VWURngeU gRYeUnanFe IiUPV FRPpOy PRUe IXOOy ZiWK aFFRXnWing VWand�
aUdV¶ diVFORVXUe UeTXiUePenWV �*OaXP eW aO., 2013� CaVFinR and *aVVen, 
2014� 9eUUieVW eW aO., 2013�. 

 
 

8.5.2. Studies on the auditing subsystem 
 

$XdiWing UeVeaUFK deaOV ZiWK WKe UeOaWiRn beWZeen aXdiW TXaOiWy and aF�
FRXnWing PiVFRndXFW by aVFeUWaining ZKeWKeU VpeFiIiF aXdiWRU¶V IeaWXUeV de�
FUeaVe WKe OiNeOiKRRd RI eYenWV VXFK aV UeVWaWePenWV RU enIRUFePenW aFWiRnV 
�$$E5V�. )indingV VXppRUW WKe eIIeFWiYeneVV RI indXVWUy VpeFiaOiVW aXdiWRUV 
�5RPanXV eW aO., 2008� and RI WKe aXdiW eIIRUW �/RbR and =KaR, 2013� in Ue�
dXFing WKe OiNeOiKRRd RI UeVWaWePenWV, aV ZeOO aV WKe idea WKaW VRPe nRn�aXdiW 
IeeV Fan FUeaWe an eFRnRPiF bRnd beWZeen aXdiWRU and FOienW, WKXV ORZeUing 
WKe IRUPeU¶V independenFe and inFUeaVing WKe pURbabiOiWy RI a UeVWaWePenW 
�.inney eW aO., 2004�. $UFKiYaO VWXdieV Rn $$E5V VKRZ WKaW WKe OiNeOiKRRd 
RI iUUegXOaUiWieV deFUeaVeV ZiWK KigKeU FOienW�VpeFiIiF NnRZOedge �CaUFeOOR 
and Nagy, 2004�, UeYROYing dRRU KiUe �*eigeU eW aO., 2008�, and %ig)iYe �/en�
nR[ and 3iWWPan, 2010�. $$E5V WKePVeOYeV aUe aOVR XVed aV an aXdiW TXaOiWy 
PeaVXUe in aXdiWing OiWeUaWXUe, eYen iI WKeiU XVe in WKiV VenVe iV nRW WKaW FRP�
PRn, pURbabOy beFaXVe WKey aUe UaWKeU inIUeTXenW �De)Rnd and =Kang, 2014�. 

$n e[WenViYe aXdiWing OiWeUaWXUe aOVR ORRNV aW aXdiWRUV¶ abiOiWy WR UedXFe 
eaUningV PanagePenW by e[aPining FRPpeWenFe�baVed and independenFe�
baVed e[pOanaWiRnV. 7KeVe VWXdieV KaYe VKRZn a negaWiYe UeOaWiRn beWZeen 
eaUningV PanagePenW, PRVWOy PeaVXUed ZiWK WKe OeYeO RI diVFUeWiRnaUy 
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aFFUXaOV, and YaUiRXV pUR[ieV RI aXdiW TXaOiWy �.neFKeO eW aO., 2013�, VXFK aV 
%ig N aXdiWRUV �)UanFiV eW aO.,1999� .iP eW aO., 2003�, aXdiWRU VpeFiaOi]aWiRn 
�.UiVKnan, 2003� %aOVaP eW aO., 2003� *XO eW aO., 2009�, aXdiWRU WenXUe �0yeUV 
eW aO., 2003�, aXdiW Vi]e RIIiFe Vi]e �)UanFiV and <X, 2009�, and KiVWRUy RI paVW 
aXdiW IaiOXUe �)UanFiV and 0iFKaV, 2012�. 2WKeU VWXdieV inYeVWigaWe WKe UROe 
RI aXdiWing in FRnVWUaining eaUningV PanagePenW XVing WaUgeW�baVed 
PeaVXUeV� RYeUaOO, WKey FRnIiUP a negaWiYe aVVRFiaWiRn beWZeen RppRUWXniVWiF 
UepRUWing and aXdiW TXaOiWy pUR[ied by aXdiWRUV¶ indXVWUy e[peUWiVe �5eiFKeOW 
and :ang, 2010� and aXdiWRU WenXUe �DaYiV eW aO., 2009�. 

7Ke UeOaWiRn beWZeen aXdiW TXaOiWy and FRPpOianFe iV addUeVVed by a PXFK 
ORZeU nXPbeU RI papeUV, ZKiFK geneUaOOy IRFXV Rn Rne RU PRUe VWandaUdV. 
7KeiU anaOyVeV RI VaPpOeV baVed in VeYeUaO naWiRnaO FRnWe[WV VKRZ WKaW WKe 
aXdiW IiUP Vi]e �PeaVXUed by %igN� iV pRViWiYeOy aVVRFiaWed ZiWK I)56 FRP�
pOianFe �6WUeeW and *Uay, 2002� *OaXP and 6WUeeW, 2003� 3UaWKeU�.inVey and 
0eeN, 2004� *OaXP eW aO., 2013� %epaUi and 0ROOiN, 2015�. 

 
 
8.5.3. Studies on the national enforcement authority and the links be-

tween the three subsystems 
 

$FFRXnWing enIRUFePenW OiWeUaWXUe �bUieIOy VXPPaUi]ed in 6eFWiRn 3� iV 
PRVWOy IRFXVed Rn WKe 86 FRnWe[W and inYeVWigaWeV diIIeUenW RXWFRPeV RI 
VXFK PRniWRUing pURFeVV, inFOXding PaUNeW eIIeFWV WKaW aUe geneUaOOy XVed aV 
an indiUeFW pUR[y IRU IinanFiaO UepRUWing TXaOiWy. 6WXdieV ORRNing aW WKiV UeOa�
WiRn Rn EXURpean VaPpOeV FRnIiUP WKe inIOXenFe RI WKe enIRUFePenW OeYeO Rn 
WKe inIRUPaWiYeneVV RI anaOyVWV¶ UeFRPPendaWiRn UeYiViRnV in FaVe RI an Xp�
gUade �CKaUiWRX eW aO., 2018� and Rn WKe inIRUPaWiRn FRnWenW RI eaUningV an�
nRXnFePenWV �%RneWWi eW aO., 2016�. 

/RRNing aW WKe UeOaWiRnVKip beWZeen aFFRXnWing enIRUFePenW and Iinan�
FiaO UepRUWing TXaOiWy, WKe PaMRUiWy RI VWXdieV IRFXV Rn WKe negaWiYe aVVRFia�
WiRn ZiWK eaUningV PanagePenW �Cai eW aO., 2008� +RXTe eW aO., 2012� and 
PanageUiaO diVFUeWiRn �*OaXP eW aO., 2018�. %y FRnWUaVW, WKeUe iV a paXFiWy RI 
UeVeaUFK Rn WKe inWenViWy and WKe eIIeFWiYeneVV RI aFFRXnWing enIRUFePenW in 
WeUPV RI FRPpOianFe, eVpeFiaOOy Rn nRn�86 VaPpOeV �*OaXP eW aO., 2013�. 

6R IaU, aFFRXnWing UeVeaUFK VeePV WR KaYe deYRWed PRUe aWWenWiRn WR WKe 
UeOaWiRnVKip beWZeen Rne RI WKe WKUee enIRUFePenW VXbVyVWePV and YaUiRXV 
PeaVXUeV RI IinanFiaO UepRUWing TXaOiWy WKan WR WKe OinNV e[iVWing beWZeen FRU�
pRUaWe gRYeUnanFe, e[WeUnaO aXdiWing, and naWiRnaO pXbOiF enIRUFePenW. 7KiV 
Nind RI aVVRFiaWiRn beWZeen VXbVyVWePV KaV been e[pORUed in FRUpRUaWe gRY�
eUnanFe OiWeUaWXUe WR VKed OigKW Rn WKe UROe RI diIIeUenW bRdieV inYROYed in 
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FRUpRUaWe gRYeUnanFe� indeed, PRVW VWXdieV Rn WKe inWeUnaO aXdiW IXnFWiRn �I$)� 
addUeVV KRZ iW pURYideV aVVXUanFe WR WKe bRaUd, e[eFXWiYe PanagePenW, and WR 
e[WeUnaO aXdiWRUV UegaUding WKe FRUpRUaWe gRYeUnanFe pUaFWiFeV �$ndeUVRn and 
CKUiVW, 2014�. In WKiV peUVpeFWiYe, I$) VeUYeV aV a UeVRXUFe WR eaFK RI WKe RWKeU 
WKUee paUWieV UeVpRnVibOe IRU FRUpRUaWe gRYeUnanFe �i.e., WKe e[WeUnaO aXdiWRU, 
WKe aXdiW FRPPiWWee and PanagePenW� �*UaPOing eW aO., 2004� and WKe inWeUaF�
WiRnV VXFK aV WKe e[WenW and IUeTXenFy RI PeeWingV beWZeen WKe I$) and WKe 
aXdiW FRPPiWWee iV aVVRFiaWed WR FRUpRUaWe gRYeUnanFe TXaOiWy. 

/iWeUaWXUe and aXdiWing VWandaUdV UeFRPPend WKaW in WKe UeOaWiRnVKip be�
WZeen I$) and e[WeUnaO aXdiWRUV, WKe OaWWeU eYaOXaWe WKe RbMeFWiYiWy, FRPpe�
WenFe, and ZRUN peUIRUPed by WKe inWeUnaO aXdiWRU ZKen deWeUPining WKe I$) 
UeOianFe and UeVeaUFK VXggeVWV WKaW WKeVe WKUee IaFWRUV inWeUaFW ZiWK eaFK RWKeU 
and ZiWK RWKeU eOePenWV ZKen WKe e[WeUnaO aXdiWRU deFideV Rn I$) UeOianFe 
�%aPe�$OdUed eW aO., 2013�. 

7Ke OinNV beWZeen e[WeUnaO aXdiWRUV and naWiRnaO enIRUFePenW aXWKRUiWieV 
aUe RIWen aFNnRZOedged, IRU inVWanFe by VWUeVVing WKaW WKe aXdiWRU¶V UepRUW iV 
an eVVenWiaO inpXW IRU WKe naWiRnaO enIRUFeU and by FRnVideUing WKe OaWWeU¶V 
pURaFWiYiWy �CKUiVWenVen eW aO., 2017� 4XagOi eW aO., 2018�� KRZeYeU, WKey aUe 
VFaUFeOy e[pORUed by ePpiUiFaO VWXdieV in WeUPV RI inWeUaFWiRnV beWZeen diI�
IeUenW NindV RI enIRUFeUV. $XdiWing and enIRUFePenW aUe inFUeaVingOy FRnVid�
eUed WRgeWKeU in enIRUFePenW PeaVXUeV �%URZn eW aO., 2014�, bXW WKeiU UeOaWiYe 
ZeigKW iV nRW baVed Rn deWaiOed anaOyVeV RI WKeiU UeOaWiRnVKipV yeW. EYen aX�
diWing OiWeUaWXUe inYeVWigaWing WKe aVVRFiaWiRn beWZeen aXdiW TXaOiWy and en�
IRUFePenW aFWiRnV XVeV $$E5V aV a pUR[y RI IinanFiaO UepRUWing TXaOiWy Ua�
WKeU WKan aV a PeaVXUe aiPed aW iPpURYing RXU XndeUVWanding RI WKe inWeUpOay 
beWZeen WKe WZR aFWRUV. 

7Ke inWeUaFWiRnV beWZeen WKe WKUee VXbVyVWePV pURYide YeUy inWeUeVWing 
and FKaOOenging UeVeaUFK RppRUWXniWieV WR geW a PRUe adYanFed XndeUVWanding 
RI a VyVWeP ZKRVe FRPpOe[iWieV aUe OaUgeOy XnaddUeVVed by e[iVWing OiWeUa�
WXUe. 7KiV diUeFWiRn aOVR aFFRUdV ZiWK WKe need inFUeaVingOy YRiFed by FRUpR�
UaWe gRYeUnanFe OiWeUaWXUe WR FRnVideU bRWK FRXnWUy� and IiUP�OeYeO FRUpRUaWe 
gRYeUnanFe PeFKaniVPV in WKe debaWe abRXW WKe eIIeFWV RI gRYeUnanFe Rn WKe 
TXaOiWy RI IinanFiaO UepRUWing �$gXiOeUa eW aO., 2015� %RneWWi eW aO., 2016�. 

In RXU RpiniRn, anRWKeU UeOeYanW XnaddUeVVed iVVXe UegaUdV WKe OinNV be�
WZeen diIIeUenW PeaVXUeV RI IinanFiaO UepRUWing TXaOiWy� IRU inVWanFe, WKe Ue�
OaWiRnVKip beWZeen FRPpOianFe and eaUningV PanagePenW, ZKiFK iV FRnVid�
eUabOy PRUe VWXdied by ePpiUiFaO aFFRXnWing OiWeUaWXUe eYen iI a IaiWKIXO Uep�
UeVenWaWiRn RI eFRnRPiF pKenRPena inFOXdeV bRWK ZRUdV and nXPbeUV. :e 
aOVR NnRZ YeUy OiWWOe abRXW WKe IRFXV RI inWeUeVW RI WKe WKUee enIRUFePenW VXb�
VyVWePV, WKeUe iV VFaUFe eYidenFe Rn ZKeWKeU aXdiWRUV and naWiRnaO aXWKRUiWieV 
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aUe deYRWing PRUe aWWenWiRn WR diVFORVXUe FRPpOianFe RU WR iUUegXOaUiWieV in�
IOXenFing aFFRXnWing IigXUeV. $ddUeVVing WKiV TXeVWiRn FRXOd pURYide a Vig�
niIiFanW FRnWUibXWiRn WR iPpURYe RXU XndeUVWanding RI WKe UeOaWiYe UROeV RI WKe 
diIIeUenW VXbVyVWePV in enKanFing IinanFiaO UepRUWing TXaOiWy. 

 
 

8.6. Directions for future research on accounting enforcement 
 

7KiV papeU UeIOeFWV Rn aFFRXnWing enIRUFePenW pURpRVing WR enOaUge WKe 
VFRpe RI FXUUenW UeVeaUFK Rn WKe WRpiF WR a ZideU VyVWeP inFOXding FRUpRUaWe 
gRYeUnanFe PeFKaniVPV, e[WeUnaO aXdiWing, and WKe naWiRnaO enIRUFePenW aX�
WKRUiWy. 7KiV YieZ iV baVed Rn WKe idea WKaW WKe FRPPRn RbMeFWiYe RI aYRiding 
iUUegXOaUiWieV in FRUpRUaWe IinanFiaO UepRUWing iV pXUVXed in diIIeUenW ZayV by 
eaFK RI WKeVe WKUee VXbVyVWePV, ZKiFK aUe FKaUaFWeUi]ed by Pany VpeFiIiF 
IeaWXUeV aV ZeOO aV FRPpOe[ inWeUaFWiRnV. 

7KiV peUVpeFWiYe VeePV paUWiFXOaUOy inWeUeVWing in WKe FXUUenW EXURpean VFe�
naUiR, in ZKiFK WKe WKUee enIRUFePenW OeYeOV aUe inFUeaVingOy inIOXenFed by VX�
pUa�naWiRnaO UegXOaWRUy and FRRUdinaWiRn eIIRUWV bXW naWiRnaO diIIeUenFeV VWiOO e[�
iVW, eYen aIWeU WKe PandaWRUy adRpWiRn RI a VingOe VeW RI aFFRXnWing VWandaUdV. 

$FFRXnWing OiWeUaWXUe addUeVVed enIRUFePenW iVVXeV iniWiaOOy IRFXVing Rn WKe 
naWiRnaO enIRUFePenW aXWKRUiWy and VKRZing WKaW WKe inWenViWy RI enIRUFePenW 
KaV UeOeYanW FRnVeTXenFeV in WeUPV RI PaUNeW eIIeFWV and IinanFiaO UepRUWing 
TXaOiWy. 7KeVe IindingV aUe baVed Rn enIRUFePenW PeaVXUeV WKaW aUe inFUeaVingOy 
WaNing inWR aFFRXnW dynaPiF pUR[ieV and WKe FRnWUibXWiRn RI diIIeUenW aFWRUV WR 
WKe enIRUFePenW pURFeVV �i.e. e[WeUnaO aXdiWRUV, and naWiRnaO enIRUFePenW aXWKRU�
iWieV�, ZiWK an eYROXWiRn WKaW in RXU YieZ KaV VWiOO URRP IRU IXUWKeU deYeORpPenWV. 

In WKiV peUVpeFWiYe, Ze pURpRVe WR adRpW a ZideU FRnFepW RI aFFRXnWing en�
IRUFePenW VyVWeP ± enFRPpaVVing FRUpRUaWe gRYeUnanFe, e[WeUnaO aXdiWing and 
naWiRnaO enIRUFePenW aXWKRUiWy ± WR FapWXUe WKe FRPpOe[iWieV RI WKe aFWiYiWieV and 
inWeUaFWiRnV beWZeen aFWRUV PRniWRUing WKe adKeUenFe RI IinanFiaO UepRUWing WR 
aFFRXnWing UegXOaWiRn. 7KiV YieZ, ZKiFK VeePV aOVR in Oine ZiWK WKe pRViWiRnV 
e[pUeVVed by pUaFWiFe and pROiFyPaNeUV Rn WKe WRpiF, Fan VXppRUW enIRUFePenW 
UeVeaUFK by idenWiIying gapV WKaW FRXOd be addUeVVed by IXWXUe UeVeaUFK and by 
pURYiding XVeIXO inVigKWV WR IXUWKeU iPpURYe enIRUFePenW PeaVXUeV. 

In pXUVXiW RI WKeVe RbMeFWiYeV, Ze bUieIOy UeYieZed pUiRU aFFRXnWing VWXd�
ieV ZiWKin an RUgani]ing PRdeO FRnViVWenW ZiWK WKiV enOaUged YieZ and baVed 
Rn WKiV OiWeUaWXUe Ze PaNe VRPe RbVeUYaWiRnV aiPed aW VXppRUWing IXWXUe Ue�
VeaUFK Rn aFFRXnWing enIRUFePenW. 

:e IRXnd WKaW e[iVWing OiWeUaWXUe iV PRVWOy IRFXVed Rn eYeUy VpeFiIiF VXb�
VyVWeP and e[pORUeV iWV eIIeFWiYeneVV by VWXdying WKe aVVRFiaWiRn beWZeen iWV 
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IeaWXUeV and IinanFiaO UepRUWing RXWFRPeV, VXFK aV IinanFiaO PiVFRndXFW diV�
FRYeUed by WKe naWiRnaO enIRUFePenW aXWKRUiWy RU IinanFiaO UepRUWing TXaOiWy, 
geneUaOOy PeaVXUed by eaUningV PanagePenW pUR[ieV. 

/eVV aWWenWiRn iV deYRWed WR WKe aVVRFiaWiRn ZiWK WKe OeYeO RI FRPpOianFe, 
aV ZeOO aV WR WKe UeOaWiRnVKipV beWZeen WKe WKUee VXbVyVWePV, ZKiFK KaYe Vpe�
FiIiF inpXWV, aFWiYiWieV, and RXWpXWV WKaW aUe RIWen inWeUWZined RU VWUiFWOy FRn�
neFWed. $ddiWiRnaOOy, WKeUe iV a paXFiWy RI UeVeaUFK addUeVVing ZKiFK Iinan�
FiaO UepRUWing IeaWXUeV aUe aFWXaOOy PRVWOy PRniWRUed by WKe WKUee VXbVyVWePV 
�e.g. diVFORVXUe FRPpOianFe RU eaUningV PanipXOaWiRn�. 7KeVe XnanVZeUed 
TXeVWiRnV pURYide e[FeOOenW RppRUWXniWieV IRU IXWXUe aFFRXnWing UeVeaUFK, 
ZKiFK FRXOd pURgUeVViYeOy UePRYe WKe ViPpOiIiFaWiRnV adRpWed by eaUOy en�
IRUFePenW OiWeUaWXUe WR aFFRXnW PRUe and PRUe IRU WKe aFWXaO FRPpOe[iWy RI 
aFFRXnWing enIRUFePenW. 

7KiV peUVpeFWiYe Fan be appOied aOVR WR WKe enIRUFePenW PeaVXUePenW, 
ZKiFK FRXOd be IXUWKeU iPpURYed by FRnVideUing a pUR[y VXPPaUi]ing WKe FRn�
WUibXWiRn RI WKe WKUee VXbVyVWePV WR enIRUFePenW eIIeFWiYeneVV. $ PRUe FRP�
pUeKenViYe pUR[y, ZKRVe FRPpRnenWV Fan be XVed aOVR VepaUaWeOy, FRXOd be 
e[WUePeOy XVeIXO IRU FRPpaUing WKe OeYeO RI enIRUFePenW beWZeen diIIeUenW 
FRXnWUieV. 7Ke FRnVWUXFWiRn RI WKiV pUR[y VKRXOd bXiOd Rn a IXUWKeU deYeORp�
PenW RI enIRUFePenW VWXdieV in WKe abRYe�deVFUibed diUeFWiRnV, giYen WKaW RnOy 
an iPpURYed XndeUVWanding RI WKe FRPpOe[iWy RI WKe VyVWeP Fan be WKe baViV 
IRU WKe pURpRVaO RI neZ pUR[ieV. IW iV WR pRinW RXW WKaW an eYROXWiRn in enIRUFe�
PenW PeaVXUePenW Fan be RI inWeUeVW nRW RnOy WR WKe aFadePiF FRPPXniWy bXW 
aOVR WR pROiFyPaNeUV and RYeUVigKW aXWKRUiWieV, ZKR aUe inFUeaVingOy inWeUeVWed 
in WRROV IRU PRniWRUing enIRUFePenW TXaOiWy and FRnYeUgenFe. 

2YeUaOO, WKeVe diUeFWiRnV IRU IXWXUe UeVeaUFK KigKOigKW WKe need WR pXOO Ue�
VeaUFK RXW RI naUURZ diVFipOinaUy ViORV WR pURYide a PRUe FRPpUeKenViYe YieZ 
RI FRPpOe[ pKenRPena and WR bXiOd a bURadeU and deepeU IRFXV Rn FKaOOenging 
pURbOePV WKaW aUe RI FUXFiaO iPpRUWanFe IRU pROiFy�PaNing and IRU WKe ZKROe 
aFFRXnWing FRPPXniWy. 7KiV appURaFK FRXOd VeeP in FRnWUaVW ZiWK WKe pUR�
gUeVViYe VpeFiaOi]aWiRn RI RXU VWXdieV bXW FRXOd be paUWiFXOaUOy KeOpIXO aOVR FRn�
VideUing WKaW VRPe PeWKRdRORgiFaO iVVXeV aUe UeOaWiYeOy ViPiOaU in diIIeUenW 
VWUeaPV RI OiWeUaWXUe, IRU inVWanFe WKe FKaOOengeV RI enIRUFePenW VWXdieV IR�
FXVed Rn WKe naWiRnaO aXWKRUiWy UeFaOO iVVXeV WKaW KaYe been aOUeady addUeVVed 
± and aUe VWiOO XndeU inYeVWigaWiRn ± by aXdiWing UeVeaUFK �*aynRU eW aO., 2016�, 
ZKiFK iV FKaUaFWeUi]ed by a UeFXUViYe UeOaWiRn beWZeen aXdiW TXaOiWy and Iinan�
FiaO UepRUWing TXaOiWy. 

:e aFNnRZOedge WKaW VRPe RI WKeVe gapV in WKe OiWeUaWXUe aUe aOVR dXe WR 
VeUiRXV iVVXeV RI daWa aYaiOabiOiWy, WKaW FannRW be FRPpOeWeOy UePRYed dXe WR 
WKe inKeUenW FKaUaFWeUiVWiFV RI WKe enIRUFePenW pURFeVV. IW VeePV aOVR eYidenW 
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WKaW UeVeaUFKeUV deYRWed PRUe aWWenWiRn WR WRpiFV IRU ZKiFK PRUe daWa ZeUe 
aYaiOabOe, RIWen IRFXVing Rn daWa aFFeVVibOe WKURXgK daWabaVeV inVWead RI daWa 
UeTXiUing Kand�FROOeFWiRn. )RU WKe IXWXUe, Ze WKinN WKaW UeVeaUFKeUV FRXOd ad�
dUeVV WKiV iVVXe in diIIeUenW ZayV. )iUVW, in RXU YieZ iW iV iPpRUWanW WR nRWe 
WKaW aFFRXnWing enIRUFePenW iV nRW aPenabOe WR a XniTXe UeVeaUFK PeWKRdRO�
Rgy� IRU inVWanFe, WKe FRPpOe[iWy RI WKe UeOaWiRnV beWZeen Pany aFWRUV pUR�
YideV RppRUWXniWieV aOVR IRU TXaOiWaWiYe UeVeaUFK PeWKRdV �e.g. FaVe VWXdieV� 
WKaW dR nRW UeTXiUe e[WenViYe daWaVeWV Rn YeUy OaUge VaPpOeV. 7Ken, WKe in�
FUeaVing VFUXWiny IURP pXbOiF aXWKRUiWieV Rn WKe ZideU enIRUFePenW VyVWeP iV 
OiNeOy WR KaYe a pRViWiYe iPpaFW aOVR in WeUPV RI daWa aYaiOabiOiWy WKanNV WR 
RYeUVigKW VXUYeyV and UepRUWV �E60$, 2017�. )inaOOy, Ze WKinN WKaW UeVeaUFK�
eUV FRXOd engage ZiWK RYeUVigKW aXWKRUiWieV WR FRnWUibXWe WR WKeiU aFWiYiWy 
WKURXgK UeVeaUFK VXppRUW, ZiWK pRViWiYe FRnVeTXenFeV in WeUPV RI daWa aYaiO�
abiOiWy and UeVeaUFK iPpaFW Rn UeOeYanW aFFRXnWing iVVXeV. 
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