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Abstract:

This study aims at studying the relation and determining the Causality
direction between the exchange rate and inflation in Algeria during the
period 1990-2019, as we used the economic analysis methodology for the
development of both exchange rate and inflation variables in Algeria, and
we adopted in the applied side a quantitative method to measure the relation
between these two variables. Through the short-term Causality test (Granger
test), and the long-term Causality test (Toda and Yamamoto), the study
found that inflation in Algeria has a direct relationship with monetary or
financial variables (G.EX) (with a price characteristic) in the short term,
while it is indirectly affected by real economy variables (M.GDP).
Keywords: Causality test, inflation, exchange rate, economic variables, Long-

term equilibrium relationship(Toda and Yamamoto).
Jel Classification Codes: c13, c¢51
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Abstract

This study aims to shed light on the importance of precautionary
planning and its role in the face of natural disasters that have multiplied and
worsened their effects and threaten the security of communities and the
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stability of states causing heavy losses of life and property, so this type of
planning emerged as a preventive measure Imposed by the need and its was
necessitated by changing circumstances.

The study concluded that the risks are mostly of nature and the
disasters are man-mad which maximizes them with irrational actions and
futile precaution which should maximize the role of this planning as a road
map for critical times.

Keywords: precautionary planning; natural disasters; risks; prevention
Jel Classification Codes: L26, L93, M31
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Abstract:

The aim of this study is identifying the most important economic
variables that drive the inflationary path in Algeria during the period 1990-
2016. To achieve this goal, the main explanatory theories of inflation and
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some previous studies of inflation’s determinants have been discussed, and
the ARDL model has been used to estimate the inflation’s equation. Bounds
test’s results have revealed the existence of a long run relationship between
inflation and its determinants, as well as this study has shown that gross
domestic product, imports and exchange rate are the most important
determinants of inflation in the short and long terms for the Algerian
economy during the period of study.

Keywords: Inflation; Money Stock; Wages; Gross Domestic Product;
Algerian Economy.

Jel Classification Codes: E31, E62, C32
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0.000 0.001 | 0.561 | 0.003 | 0.324 | 0.154 | Prob
-4.287 -4.565 | -1.415 | -4.596 | -1.357 | 0.781 1 DLTCH
0.000 0.000 | 0.165 | 0.003 | 0.183 | 0.440 | Prob
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ARDL Bounds Test

Date: 12/19/20 Time: 00:00

Sample: 1981 2018

Included observations: 38

Null Hypothesis: Mo long-run relationships exist

Test Statistic Value k

F-statistic 12.00235 5

Critical Value Bounds

Significance 10 Bound 11 Bound
10% 226 335
5% 262 3.79
25% 2.96 418
1% 34 468
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t-statistic 2254 -1.210 0.610 -1.870 -1.914 2.190
(Prob)  (0.090) (0.235) (0.545) (0.027) (0.065) (0.036)
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102 o3y Gl 1 aslall (3 g mgedlly Bl 37l g fites

t-statistic -1.0217 0.5566 -2.0123 -1.8566 2.1738 -3.5356
(Prob)  (0.3151) (0.5819) (0.0532) (0.0732) (0.0377) (0.0013)
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ARDL isjgalt dnht gl g1 jlou¥l #3550 bl Sl Y1 gils 102 Jguir

Statistics Estimated Value | Prob

Normality (Jarque-Bera) 23.8864 0.0000

Breusc-Godfrey Serial Correlation LM 140961 0.2654
Test

ARCH Test 0.26103 0.6127
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ARDL (1,0,0,1,0,0y agjsll 2l wlgmall 31 NI 2354 pai5 101 glowadt 1.7

ARDL Cointegrating And Long Run Form
Dependent Variable: LINF

Selected Model: ARDL{1, 0,0, 1, 0, 0)
Date: 12/18/20 Time: 23:09

Sample: 1980 2018

Included observations: 38

Cointegrating Form

Variable Coefficient  Std. Error t-Statistic Prob.
D(LM2) -1.226328 1.200186 -1.021781 0.3151
D(LW) 0.475132 0.853534 0.556664 0.5819
D(LPIB) -15.497580 7701163 -2.012369 0.0532
D(LTCH) -1.619858 0872479 1856616 00732
D(LIMP) -1.655656 0761617  -2.173871 0.0377
CointEq(-1) -0.725371 0205162  -3.535607 0.0013

Cointeq = LINF - (-1.6906*LM2 + 0.6550*"LW -1.1103*LPIB -2.2331
LTCH - 2.2825°LIMP + 25.2941 )

Long Run Coefficients

Variable Coefficient  Std. Error t-Statistic Prob.
LMz -1.690621 1.397050 -1.210137 0.2357
LW 0.655019 1.072242 0.610887 0.5459
LPIB -1.110341 0593742  -1.870073 0.0273
LTCH -2.233144 1.166440 -1.914496 0.0651
LIMP -2.282496 1.041919  -2.190665 0.0364

C 25.294078  11.219437 2.254487 0.0980

JUECM Bt s 7398 200 oLt 102 ket 2.7

Breusch-Godfrey Serial Correlation LM Test: ] Fm——

8 — Sample 1882 2018
F-statistic 1.409616  Prob. F(2,22) 0.2654 ; Obsenations 37
Obs*R-squared 4202854  Prob. Chi-Square(2) 0.1223

8 Mean 380e-15

- Wedian 0.093920

Waximum  0.891284
Minimum  -2.063986
Std. Dev. 0.559312
Skewness  -1.210148
Kurtosis 6.104206

-

w

Heteroskedasticity Test: ARCH

r

Fstatistic 0261032 Prob. F{1,34) 06127 Py
Obs*R-squared 0.274281  Prob. Chi-Square(1) 0.6005 " d0 | A5 | a0 as o '

A
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Factors affecting the Consumed Quantity of Electricity in Algeria
“Econometrics study using panel data for a sample of three Algerian
regions (2007-2017)”

benkeddas.saliha@enssea.net (il ik slasVly clas 3 Ul bl iyl dondes oS oy

LASAP b slasy) pz
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Abstract:

This study aims to determine the impact of external factors on the
amount of electrical energy consumed, as well as to determine whether
there are differences that distinguish each region from the other. We used
explanatory variables represented in the temperatures recorded in each
region and the number of electricity users. We used the principal
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component analysis technique and Panel data, the results of which indicated
the choice of a fixed-effects model, which allowed us to prove the existence
of the differences that distinguish each region from the other in the amount
of energy consumed, where the parameters were estimated at 0.119 for the
temperature and 0.813 for the number of users.

Keywords: electrical energy; temperatures; the number of electricity users;
region; Panel data.

Jel Classification Codes: C51, C52
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Dependent Variable: LPER
Method: Least Squares 2 - ~ loo
Date: 031518 Time: 10:57 1,8 b+ |
Sample: 1 396 1,6 -+ L 30 j_
Included observations: 396 _ 14 s
E : _ 5
Variable Coefficient  Std. Eror  t-Statistic ~ Prob. P L2 r 60 1
a &
C 9.303848 0.414451 2244852 0.0000 i 0,8 - 40
LTEM 0.148730 0.022310 6.666571 0.0000 u-:.l‘ 0,6
LMNBA 0.754159 0.027394 27.53004 0.0000 04 - L 20
R-squared 0575544 Mean dependent var 21.06589 0,2
Adjusted R-squared 0.673892 §S.D. dependentvar 0.299965 o - -0
S.E. of regression 0171298 Akaike info criterion -0.683281 F1 F2 F3
Sum squared resid 1153176 Schwarz criterion -0.653118 -
Log likelihood 138.2896 Hannan-Quinn criter. -0.671331
F-statistic 4001285 Durbin-Watson stat 0.429121 E thr.\.'.l
Prob{F-statistic) 0.000000
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Dependent Variable: LPER

Method: Panel EGLS (Cross-section random effects)

Date: 03/12/18 Time: 09:28

Sample: 2007M01 2017M12

Periods included: 132

Cross-sections included: 3

Total panel (balanced) observations: 396

Swamy and Arora estimator of component variances

3.,\.5”.\.'?.“ )US” js CJ}I J,g.Js.E.? JS.Q 3 5,>._LU

Dependent Variable: LPER

Method: Panel Least Squares

Date: 031218 Time: 09:28

Sample: 2007M01 2017M12

Periods included: 132

Cross-sections included: 3

Total panel (balanced) observations: 396

Variable Coefficient Std. Error t-Statistic Prob.
Variable Coefficient Std. Error t-Statistic Prob
C 9.303848 0253476 3670503 0.0000
LTEM 0.148730 0.013645 1090030 0.0000
LB 0764126 Dodmoea 4501315 00000 c 8607472  0.315559  27.56212  0.0000
LTEM 0127120 0.013672 9.297603 0.0000
Effects Specification sD aho LNBA 0798507  0.020937  3B.13837  0.0000
Cross-section random 0.000000 0.0000 Eﬁects Specmcation
Idiosyncratic random 0.104765 1.0000
Weighted Statistics Cross-section fixed (dummy variables)
R-squared 0 675544 Mean dependent var 21 06689
Adjusted R-squared 0.673892 S.D. dependentvar 0.299965 R-squared 0.879255 Mean dependentvar 21.06689
S.E. of regression 0171298  Sum squared resid 1153176 pgjysted R-squared 0.878020 5.D.dependentvar 0.299965
Pronth statisticy o btnagg | lromvsteon stat 0428108 5 E ofregression 0104765 Akaike infa criterion -1.661651
Sum squared resid 4291489 Schwarz criterion -1.611381
Unwelghted Statistics Log likelihaod 334.0069 Hannan-Quinn criter. -1.541735
R-squared 0.675544 Wean dependentvar 2106689 F-statistic 711.8082 Durbin-Watson stat 1.141567
Sum squared resid 1153176 Durbin-Watson stat 0428103 F‘rob(F—statistic} 0.000000

A= ren sl s 6 43 )

Residual Cross-Section Dependence Test

Carrelated

Hausman =1 Jz 1 5 o3 =l

Randam Effects - Hausman Test

Equation: Untitled
Testcross-section random effects

Null hypothesis: No cross-section dependence (correlation) in residuals — Testsumman Sni-Sa sStausuc  cniSa ar Fron
Equation: Unftied e e TS SR oy
Periods included: 132 Sress-secton randem effects test compani=ons ]
Coss e e o e
Total panel obsenations: 306 S
Note: non-zero cross-section means detected in data Bathas Panel 1 Bast Satires
Cross-section means were removed during computation of comelations  £3rzss metGes B2 =
fest Salsic df b SrEir  BolE I o
Breusch-Pagan LW 391.7176 3 0.0000 T T
Pesara scaled i 1574685 W SESREEemee SR RSURCSMST SR
APesaranCD 1079183 00000 |ESaisie" Fiigees HIMALRNL TS 1eiLs
Ay A ~ O ~ - N \'Jv [ L \'JV
Srosp raxsaniar sagions o e or gmews = o Modified Wald test for groupwise heteroskedasticity
T Ges a0 fined effes regression nodel
(s, ) = —a.0ses Eab ok oo
oo s ene e e, smeeny 0+ S1G0A(1)2 = a1qUa” for all 1
1ltem | .1183748 €.53 0.000 .155;
e | fassens S Tt Tieas  diocoses
rho_ar | .43528828 CﬂE Ej) - U.Cll
sigma u | .16756577
:ET;EEI : 5?—33?;2 (fraction of variance because of u_i) PIU}::*CME = 0-9956
F(z,3 129.65 Prob > F = 0.0000

F test that all u_i=0:
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Corporate social responsibility and its role in establishing the goals of
the solidarity social economy-Conceptual approach-
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Abstract:

This study aimed to identify the principles on which the solidarity
economy is based as it is an economic trend that into account social
conditions as primary goals, thus supporting the economies of countries to
eliminate the manifestations of poverty in all parts of the world, and among
the most prominent programs that support the principles of this approach
are social responsibility programs that share their principles with the
principles of solidarity economy.

88



—lpaalis dyylie— gulad! Slar ! sLadYl Blial sluyl B Ly9s 9 Oluewioll Lslazr V) 49 5umm0l!

The descriptive and analytical approach was adopted by addressing
various scientific sources and websites related to the study variables, and
then analyzing the relationship between them to produce results that can be
used to achieve the required effectiveness.

Keywords: Solidarity Economy; Social Economy; Social Responsibility.
Jel Classification Codes: M14, M21.
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Websites as a mechanism to provide services to consumers of electricity
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Abstract:
The purpose of this study is to learn about the role played by websites in
bringing government together and facilitating the most important services
provided by the distribution company of electricity and gas, for the benefit
of its consumer customers and for protection of their rights. The results of
this study revealed that the company's website offered several services to
bring services closer to customers and protect their rights, including the
provision of SMS services and the electronic payment of invoices through

the Gold Card.
Keywords:E-Commerce,Websites,ConsumerProtection,Electronic contract.
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"Rural eco lodges™ as a promising model for the sustainability of
domestic tourism in Arab countries In light of the outbreak of the
Corona virus.
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Abstract:

The objective of this work is to examine the possibility of investing in rural
eco-hostel projects as one of the strategic options for the sustainable
development of eco-tourism in Arab countries, we ask the following main
question: What are the opportunities to invest in "rural eco-hostel projects"
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in Arab countries as one of the strategic options for the sustainability of
local tourism? To answer this question, we will approach the following axes:

* the first axis: The impact of the Coronavirus pandemic on the tourism
sector in Arab countries

* the second axis: the rural eco-hostel projects and the application of the
principle of sustainability in the domestic tourism sector.

* the third axis: The conditions and requirements for the application of the
rural eco-hostel projects.

Keywords: eco - hostel, rural, sustainability of local tourism, Arab
countries.
Jel Classification Codes : Q5, Q57, R11.
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Abstract:

The research aims to identify the forms of funding granted to the poor
and university graduates students, and its reflection on the bank’s
performance, based on the analytical approach of the financial statements of
the best bank in the Arab world Al-amal bank in Yamane, Because the
diversity of financing products for the benefit of small investors and
farmers as well as young people, for the period 2009 to 2019 The research
concluded on many results, the most important of which are achieving a
good financial position, achieving efficiency in controlling costs, achieving
high rates of return from investing in the bank’s assets and equity,
providing sufficient allocations to cover the risks of clients.

Keywords: Microfinance, bank performance, operational efficiency, profit

efficiency.
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Abstract:

This study aims to identify the risks that threaten the security of
information. It was necessary to protect the information through which all
these risks were transmitted by following certain preventive measures that
could be protected even. there are some techniques to deal with the risks
that threaten information technology before, during or after the occurrence
of theorganizations to manage their risk by keeping them,dealing with them
or transferring them to others. Among these techniques there is insurance.
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Abstract:

Developing countries, like Algeria, face major challenges that have
impeded their development path and standard of living. Weakness in the
handicraft sector is considered one of the reliable sectors in providing jobs
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and improving the standard of living of individuals especially as it is
practiced in different urban or rural areas.

Through this intervention, the definition of poverty and its concepts can be
discussed, the most important mechanisms of the handicraft sector and the
evaluation of their contribution to reducing unemployment and poverty and
achieving local development.

Keywords: poverty, unemployment, employment, handicraft; handicraft
mechanisms

Jel Classification Codes: G21 ,G38.
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Abstract:

Information security is one of the most important topics that
organizations care about, as it has-especially the large ones- a system for
managing information security. and to avoid random application, the need
for references appeared to cite the best applications and practices, and the
best reference that can be adopted in the field of information security is the
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ISO/IE 27001 standard. Therefore, this study aims to show how the

international standard ISO/IEC 27001 contributes to establishing the rules

of ISMS within the organization. The study concluded that applying the

ISO 27001 standard is necessary for every organization, as the standard

improves the effectiveness and credibility of the ISMS.

Keywords: ISO/IEC 2700; ISMS; Continuous Improvement; PDCA Form; ISO.
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Abstract:

Green marketing and sustainable development are two approaches
between modern trends that require as much financial and human resources
as possible. Marketing ethics in the elements of marketing mix as tools of
the establishment of the institution, as well as the presentation of the
concept of sustainable development as well as its objectives and principles
that are based on them, and one of the main findings of this research paper
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Abstract:

This research attempts to narrow down the knowledge gap in literature
concerning bribery and its impact on auditor independence through
studying the gifts and benefits that given to auditor by his client.
Quantitative and qualitative methods in the form of questionnaire and
interviews are employed to examine the stakeholders’ perceptions namely
auditors, tax officers, bank loan officers, financial directors, and academics
toward auditor independence in the Yemeni environment. The questionnaire
and interview results indicate that the higher the value of gift or benefit, the
more threats there will be to auditor independence. These results appear
because gifts and benefits given to auditor create a close relationship
between the auditor and his client and influence the auditor’s conduct. The
interviewees agreed with the statement that any gift or benefit given to the
auditor in particular would undermine his independence. However, any gift
or benefit given to the public does not affect auditor’s independence, such
as advertising materials (pens, diary). This study is significant to lawmakers
and bodies of audit profession as it sheds an insight into the bribery and its
impact on the perceptions regarding auditor independence.
Keywords:Auditor independence, Bribery, Corruption, Yemen.
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Bribery and perceived auditor independence

1. INTRODUCTION

Corruption is considered as a disease like cancer that permeates the
cultural, political and economic core of society and brings about the failure
of vital organs (Amundsen, 1999). Similarly, according to Bardhan (1997),
corruption is the misuse of public power for personal benefits, while
Larmour and Wolanin (2001) stressed on the fact that corruption is much
more than the simple misappropriation of money or abuse of power as it
may lead to human rights violation.

There are varying practices linked to corruption including bribery,
embezzlement, fraud, extortion, and favoritism. Of the above practices,
bribery is the most common and widespread in countries all over the world
that it has even developed varying equivalent terms including: kickbacks,
baksheesh, sweeteners, grease money and pay-offs among the many notions
of corruption. These terms signify required payments to have things happen
quickly, in a smooth way and more favourable than bureaucracy or to keep
away from some problem (Amundsen, 1999).

Bribery can occur in a wide field of business activities under some
government officials’ control. For instance, firms may offer bribes to public
officials for the purpose of avoiding or reducing tax, securing public
procurement contracts, bypassing laws and regulations or blocking potential
competitors’ entry (Wu, 2005). Hence, it is commonly believed that firms
must be bribed to remain competitive in the emerging markets. Bribery
facilitation, including small payments, gifts or favors will always be
deemed as an element needed to smooth business (Wyk et al., 2004). In this
regard, two auditor independence studies were conducted in the case of
gifts given to auditor - Law (2010) and Pany and Reckers (1980) examined
the effect of gifts on perceptions of auditor independence. Pany and Reckers
(1980) studied the effect of gift and purchase discounts given to auditors on
perceived auditor independence. They found that all gifts and discounts
negatively affected the perceptions of auditor independence. However, Law
(2010) found no effect of gifts upon the perceptions of auditor
independence. It is well documented by bribery survey studies that gifts can
influence the recipient's conduct, because it will increase the emotions
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(Amundsen, 1999; WyKk et al., 2004; Wu, 2005; Ristei, 2010; Conover, 2010;
KPMG, 2011).

According to the Transparency International Index, Yemen took 141st,
154th, 146th positions out of 180 nations ranked in 2008, 2009 and 2010
respectively. In 2011, it occupied 164th position out of 182 and recently
167th position out of 177 in 2013. A law that penalizes bribery and
corruption has been instituted but enforcement has not been effective
(Transparency International, 2011; 2013). This is due to weak structure of
governance, non-transparent structure of government institutions and long
tradition of breaking the laws by the high ranking officials. Therefore,
improving the quality of governance in Yemen cannot take place without
reducing corruption (Moghram, 2006).

In addition, it is worth to note that bribery plays a role in negatively
contributing to the Yemeni economy and investment in many facets, such as
customs, taxes, licenses and general tenders. More importantly, bribery does
not merely exist in the context of investment and tenders but also
encompasses enrollment in public schools, driving licenses issuance,
registry of births and mortalities and even vaccination of children. Bribery
is also pervasive in the courts’ boundaries (Abdulhafez & Al-Udeini, 2006).
According to Yemeni Law of Anti-corruption No (39) 2006, bribery is the
receiving or giving of any benefit (in cash or in kind) bestowed to influence
the recipient's conduct). Therefore, this study looks into the effect of bribery
by examining the effect of gifts and other kinds of benefits provided to the
auditor by his client in Yemen.

This paper is organized as follows. Section 2 is devoted to review
related literature. Section 3 describes the research methodology. Section 4
presents the empirical results and discussion. The final section concludes
the study and highlights the limitations and future research.

The first subtitle opens with an introduction that presents the specific
problem under study and describes the research strategy. The first subtitle
opens with an introduction that presents the specific problem under study
and describes the research strategy.
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2. Literature Review

Law (2010) and Pany and Reckers (1980) examined the effect of gifts
given to auditor on perceptions of auditor independence. Specifically, Pany
and Reckers (1980) examined the influence of gift and purchase discounts
given to auditor on perceived auditor independence. Pany and Reckers used
three amounts ($3, $40, $125) that were manipulated within the gift and
purchase discount framework. These amounts were selected to give a wide
range of possible savings or benefit to the auditor. The findings of Pany and
Reckers’s study indicated that gifts and discount arrangements of even a
minimal amount significantly affected users’ perceptions of auditor
independence. Meanwhile, Law (2010) examined the gift hospitality on the
perceptions of auditor independence and found no effects.

The bribery market brings group of individuals in one platform,
including demanders comprising government officials, and bribe suppliers
comprising firms. As countries are different in their corruption features,
firms will continue to face differing levels of exposure to corruption
according to their country’s location. Bribery imposes a direct cost in the
form of decreased cash flow. Since it is an activity that is costly, the firm’s
inclination to pay a bribe and the amount constituting a bribe depends on
the perception of the firm regarding its short-term and long-term benefits
obtained from the government official (Lee et al., 2010).

A study of the spread of bribery in Yemen was conducted by
Abdulhafez and Al-Udeini (2006) and they revealed that over 78% of the
sample agreed that bribery is rampant in almost all government circles.
They also revealed that 46.2% of the total 692 respondents agreed to the
statement “bribery spreads in all government offices”, and 32.1% of them
agreed with the statement, “bribery spreads in most of the government
offices followed by 15.9% who agreed that “bribery spreads in some
government offices”. Only 4.2% of the total respondents agreed that bribery
is rampant in only a few government offices, 0.3% stated that there is no
bribery at all while 0.9% of them did not know. They concluded that the
presence of bribery is increasingly rampant in the government’s
administrative system and most employees accepting bribes are specifically

in judiciary and security fields — officials considered as the most crucial
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parties in promoting justice and enacting laws.

The present study attempts to investigate the direct bribery (gifts and
benefits) effect on perceptions of auditor independence. It investigates the
direct relationship by testing the influence of bribery given to auditor on the
relationship with auditee — a bribe which may create a close relationship
between the two.

3. Research Methodology

The research design of the current study is based on the objective of
the study. Quantitative and qualitative methods in the form of questionnaire
and interviews are employed to examine the stakeholders’ perceptions
(auditors, tax officers, bank loan officers, financial directors, and academics)
toward auditor independence in the Yemeni environment. The use of these
methods facilitates data triangulation, which is among the most significant
ways to reinforce the study design (Jick, 1979; Creswell & Clark, 2007). In
other words, as opposed to considering quantitative and qualitative methods
as separate options, they are used in a way that complements each other.

3.1 Data gathering
3.1.1 The Questionnaire Survey

In order to realize the satisfactory devotion of intellectual attention to
the studies of auditor independence perceptions, the method of
questionnaire survey is considered and adopted as a suitable instrument of
research (Law, 2010; Pany & Reckers; 1980). The employment of survey
approach is chosen because it is considered to be suitably relevant and
efficient (Carmichael & Swieringa 1968). This study pays attention to the
whole spectrum of stakeholders’ perceptions on the practices of accounting
and auditing.

For data collection in a survey oriented research, quantitative
questionnaire is preferable because it is effective and efficient in offering a
data arrangement for analytical purposes (Roberts, 1999). Many approaches
can be applied to conduct the questionnaires, such as delivery by hand or
self-administered, by means of telephone, through email, mailing and
through website (Sekaran & Bougie, 2009). In this regard, hand delivery or
self- administered questionnaire is used in the current study. Sekaran and
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Bougie (2009) pointed out that a questionnaire which is personally
administered is better in collecting data and advantageous since the all
responses can be gathered by the researcher or any of the research team
members without wasting time. The respondents can be cleared of any
doubt with respect to any question at the same moment. In addition, the
researcher can introduce the topic of the study to the respondents and even
encourage them to give their appropriate responses.

Bribery given to auditor by his client in form of benefits was
measured by two previous studies in the form of gift and purchase discount
(Pany & Reckers, 1980; Law, 2010). Six proxy measurements are adapted
from previous studies and the definition of bribery followed is that bribery
is the receiving or giving of any benefit (in cash or in kind) to influence the
recipient's conduct (Yemeni Law of Anti-corruption, No 39, 2006).
Respondents were asked to indicate their point of view on the value of gifts
on statements 1, 2, and 3 with respect to perception of auditor independence
(see Table 1), as well as the rest of the benefits on statements 4, 5, and 6.
Answers are scaled from 1 to 5, where 1 represents “seriously undermines
independence" and 5 represents “strongly enhances independence”.

Table 1.Proxy measures of bribery given to auditor by his client toward
perception of auditor independence
No Proxy measure Reference
The client provides a small gifts to incumbent auditor
(e.g., pens, diary)
The client provides gift to incumbent auditor that is
2  neither too expensive nor too cheap (e.g., some client's
products such as clothes or food)
The client provides expensive gifts to incumbent auditor

1
Adopted and
adapted from

(Pany &

Reckers, 1980;

3 Law, 2010, and
(e.g., laptops or smart phones) . L
: . _ bribery definition
The client pays extra fee to the incumbent auditor if he . .
4 . in Yemeni Law
completed his work early of Anti-
5 The client gives some money rewards to incumbent corruption, No
auditor in religious events (e.g., During Ramadan or Eid) 39 200(’3)
6 The client provides exceptional purchase discount to ’

incumbent auditor
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3.1.2The Interview Survey

While quantitative data was obtained through the personally
distributed questionnaires, significant advantages could be obtained from
combining quantitative and qualitative information. Following this
argument, the second phase of this study involved data collection through
semi-structured interviews with chosen suitable members of the target
population. This type of interview was selected as it is considered as the
best tool where the researcher is required to collect structured information
and information concerning the participants’ attitudes or beliefs. According
to Smith (1972), semi-structured interview is a process wherein the
interviewer targets limited number of questions/points. The aim behind this
type of interview is to encourage the interviewee to talk and provide
information honestly, which could remove some of the strictness linked to
structured interviews (with orderly and structured questions). In a semi-
structured interview, the researcher can modify the questions/wording of the
questions based on his perceptions of suitability. Other questions could also
be added in an attempt to explore research questions and objectives.

For the purpose of the research objective, a standard interview guide
was set up and used with all the interviewees. The open-ended questions
furnished by the guide are similar to those in the questionnaire survey as the
former is an attempt to clarify and provide more insight into the issues and
to discuss present developments in Yemen.

3.2 Sampling
3.1.2 Questionnaire Sampling

The current study uses multistage cluster sampling in order to collect
data from particular groups in different cities (Zikmund, 2003; Sekaran &
Bougie, 2009). Five groups of respondents who are auditors, tax officers,
bank loan officers, financial directors and accounting academics in four
cities, where most of the commercial activities are carried out, were
selected, i.e., Sana’a, Aden, Ta’izz, and Al Mukalla. Furthermore, the
selection of these regions was motivated by the fact that majority of
auditors, joint-stock companies, tax offices, banks branches and universities
are located there (Central Statistical Organization, 2011). Table 2 illustrates

246



Bribery and perceived auditor independence

the distribution of the stakeholders in these regions.

Table 2. Sample distribution according to regions

Groups of Total population Description Sample Sample in biggest ~ Reference
participants (organization, of the targeted in cities
offices, or elements  the biggest <
elements) targeted cities « c N =
‘= s SN X
= T 5 =
g < B 2
<
Financial Ministry of
Financial 104 Joint-stock managers, and 89 Joint-stock Trade and
. . . . 34 20 25 10
directors companies accounting  companies Industry
managers (2011)
nﬁ:;?;gfé Ministry of
. 227 Audit firms/ SO 207 Audit Trade and
Auditors offices SUPEIVISOTS, & o1 offices 17210 178 Industry
senior, and
(2012)
consultant.
257 Bank Central Bank
B(?]Q‘Ii(c::?fsin branches including Ioiﬁrggfriizers t?rGarl?cineks 39 26 16 15 of Yemen
headquarters (2012)
399 corporate tax Corporate tax 251 corporate Tax
Tax officers  officers in tax oﬁ)‘ficers tax offFi)cers 107 55 65 24  Authority
authority offices (2010)
. Central
. .9 Pup!lc . Accounting 4 Public Statistical
Academics  universities in . Lo 1 1 1 o
v academics  universities Organization
emen (2011)

The overall response rate was extremely encouraging at 57.33% (see
Table 3), this high percentage of response rate due to hand to hand
distribution. The response rates for accounting academics and financial and
accounting managers were 71.66 % and 65.26 %, respectively, higher than
those of auditors, tax officers, and bank loan officers, which were 57.02 %,
51.55 % and 50.98 %, respectively.
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Table 3. The Questionnaire Response rate

Participants Questionnaires Questionnaires  Response rate
distributed received (N) (%)
(N)
Auditors 114 65 57.02
Tax officers 161 83 51.55
Bank loan officers 102 52 50.98
Financial and accounting 95 62 65.26
mangers

Accounting academics 60 43 71.66
Total 532 305 57.33

3.1.2 Interview Sampling

A total of 18 semi-structured interviews were carried out with
members of the five targeted groups (4 auditors, 4 tax officers, 4 bank loan
officers, 3 financial & Accounting managers, and 3 accounting academics).
The selection was such that four members comprised the auditor group,
four members comprised the tax officers group, four comprised the bank
loan officers group, three members comprised the financial and accounting
managers group and finally, three members comprised the accounting
academics group. The semi-structured interviews were carried out over a
period of two months in Yemen.

4.Results and Discussion
4.1Questionnaire Results and Discussion

Bribery can occur in a wide field of business activities under some
government officials’ control. For instance, firms may offer bribes to public
officials for the purpose of avoiding or reducing tax, securing public
procurement contracts, bypassing laws and regulations or blocking potential
competitors’ entry (Wu, 2005).

Six proxy measurements were adapted from previous studies and the
definition of bribery followed stated that bribery is the receiving or giving
of any benefit (in cash or in kind) bestowed to influence the recipient's
conduct (Yemeni Law of Anti-corruption No 39, 2006). The sample groups

were asked to indicate whether auditor independence might be undermined
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or enhanced according to each one of the six statements (see Table 4).

As shown in Table 4, majority of the auditors (68%) perceived that
small gifts (1st statement) do not affect auditor independence with a mean
of (2.61). Also, 68% of them perceived that the provision of not too
expensive or too cheap gifts (2nd statement) undermined auditor
independence with mean of (2.23). Majority of them (97%) perceived that
provision of expensive gifts (3rd statement) undermined auditor
independence with mean of (1.28). The mean of auditor group in the 1st
statement leans to “3” (no effect on independence), in the 2nd statement, it
leans to “2” (slightly undermines independence), while in the 3rd one, it
leans to “1” (seriously undermines independence). The results of the first
three statements, which measure theeffect of gift value on auditor
independence, show that the higher the value of gifts, the more risk there
will be on auditor independence. Table 4 shows an overall trend indicating
that gifts of higher value pose higher risk on auditor independence.

The overall means of the first three statements in Table 4 are, (2.68),
(2.17), and (1.29) respectively, where the gifts given to auditor create an
intimate relationship between the auditor and his client and influence the
auditor’s conduct depending on the value of gifts. The auditor in this case
will be less independent as a result of the intimate relationship arising from
these gifts.

On the other hand, Table 4 presents the result of another benefit given
to auditor by his client - specifically, the 4th statement states that “The
client pay extra fee to the incumbent auditor if he completed his work
early”, the 5th statement states that “The client can give some money
rewards to incumbent auditor in religious events”, and finally, the 6th one
states that “The client provides exceptional purchase discount to incumbent
auditor”. The majority of all the groups perceive that these last three
statements (4th, 5th and 6th) undermine auditor independence. Overall
means of the last three statements in Table 4 indicate that auditor
independence is undermined when auditee provide extra fee, money
rewards, or exceptional purchase discount to incumbent auditor with means
of 2.15, 1.74, and 1.82 respectively.

These results present a clear picture of respondents' beliefs about
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auditor independence especially when auditee provides some benefits to
incumbent auditor, and where these benefits undermine auditor
independence. It is well documented by corruption survey studies that gifts
or benefits can influence the recipient's conduct, because it will increase the
emotions (Amundsen, 1999; Wyk et al., 2004; Wu, 2005; Ristei, 2010;
Conover, 2010; KPMG, 2011).

The benefits given to auditor create an emotion between the auditor
and his client and influence the auditor’s conduct. The auditor in this case,
will be less independent as a result of the emotions arising from these
benefits, which negatively affect the agency problem.

Table 4. The effect of bribery on respondents’ perceptions

Bank loan Finand Acc Accounting

Auditors  Tax Officers Officers Managers  Academics

(n=65) (n=83)

n=52 n=62 n=43
terms (0=52)  (n=62) (n=43)
\O (=] (=} (=] (= (=] (= (=] (= (=]
Q S XX > © X > © X X © X X © X
g%%E&%%E&%E’nE&%%E&%%E
3 o3 3 o3 o3 o3 o3 el ! ol
<t — <t — < — < — <
The client provides a small
giftsto incumbentauditor & R 0 8 Q o R I S o~ QB o d 5 Y o B
- [9\] [9\] [9\] N N
(e.g., pens, diary)
The client provides gifts to
incumbent auditor, not too
. [e0)
expensivenortoocheap @ Y o 8 YK o 8 YR w3 Y d o2 o5
I N N N — N
(e.g., some client's products
such as clothes or food).
The client provides
expensive gifts to incumbent ~ © < ° o ~ O o o
. O MO NG ©O<T 3 NONOOOAG O OM
auditor (e.g., laptops or smart — — - - — —
phones)
The client pay extra fee to
. . . Te) — ™
the incumbent auditorifhe © Q W 6§ L2 4« I VL Y+ 9 € FT 0333 «3
. — o~ N o~ o~
completed his work early.
The client gives some money
rewards to incumbent auditor ©
. L 8@0%%Doggwoggmo©g|\o$
in religious events (e.g., - N — i -

During Ramadan or Eid).
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The client provides

oot toinumben. B0 e E8Io8Iecofgnolgn o8
auditor.

Note: There are 5 point scale of responses “1” = Seriously undermines

independence; “2” = Slightly undermines independence; “3” No effect on

independence; “4” = Slightly enhances independence; “5” = Strongly enhances
independence. M = Mean.

4.2Interview Results and Discussion

In bribery regard, all interviewees agreed that the gift or any type of
benefits provided by the audit client to the auditor significantly undermine
auditor independence. The reason behind this is: a gift or any kind of
benefits generate emotion among them, therefore Islam forbids gift-giving
in a working relationship. In relation to gifts and benefits that are given to
auditor, one auditor commented:

Sure, any benefits or gifts provided to auditor will undermine the
auditor independence; | consider any advantages provided by client to
auditor as a bribe (Auditor 1).

He added:

But with the exception of any advertising material given to the public
- 1 do not believe that these advertising materials such as pens and notes
affect auditor independence, because anyone can get them.

Auditor 2 also shared the same opinions as auditor 1. The opinions of
other groups’ interviewees are consistent with auditors’ opinions, where
they just exclude advertising materials from gifts and benefits that affect
auditor independence. However, two of interviewees did not exclude any
kind of gifts or benefits; a tax officer and an academic expressed this
opinion when they stated:

Auditor should not accept any gift small or big; maybe the effect
depends on the type and size of the gift, but from my point of view, any
kind of gift has an impact even if it is a pen (Tax Officer 2).

It has a 100% negative impact on auditor independence. Any amount
of benefits provided to auditor outside the scope of the audit contract
weakens the independence of auditor. It is considered as bribe to win over

the sympathy of the auditor. | do not exclude any kind of gifts and benefits
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as each one has an impact (Academic 3).

On the other hand, some of interviewees were speaking from a
religious perspective; one bank loan officer and one member from the
academics group expressed their opinion when they stated:

Gifts or any kind of benefits are an expression of love and friendship.
Giving gifts is recommended in Islam as a means of strengthening
brotherhood ties among the Muslims. It is one of the acts that Prophet
Muhammad (Peace be upon him) recommended Muslims to do. However,
not in working field, the Prophet said, “A gift to an employee is Ghulul
(betrayal)” (classed true by Al Albani) (Bank Loan Officer 2).

Any amount outside audit contract is considered Ghulul (betrayal),
because the Prophet recommended assembly of Muslims not to benefit from
their jobs. Any benefit or gift coming from a job is considered for the job,
not the recipient. | think it significantly reduces the auditor independence
because it increases the love and friendship (Academic 2).

The interviews disclosed that the gifts and any other benefits are
considered bribery from an Islamic perspective. Majority of the
interviewees agreed that any gift or benefit given to the public does not
affect the auditor independence, such as advertising materials. Furthermore,
they believed that the higher the value of the gift, the more impact there will
be on auditor independence. The interview result is consistent with
questionnaire results and with corruption survey studies which documented
that gift or benefit can influence the recipient's conduct, because it will
increase the emotions.

5. CONCLUSION

The questionnaire and interview results indicate that the higher the
value of gift or benefit, the more threats there will be to auditor
independence. These results appear because gifts and benefits given to
auditor create an intimate relationship between the auditor and his client
and influence the auditor’s conduct. The auditor, in this case, will be less
independent as a result of the intimate relationship arising from these
benefits and gifts. The interviewees agreed with the statement that any gift
or benefit given to the auditor in particular would undermine his
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independence. However, any gift or benefit given to the public does not
affect auditor’s independence, such as advertising materials. Furthermore,
they believe that the higher the value of the gift, the more impact there will
be on the auditor’s independence.

This research contributes to literature by studying the effect of bribery
through the effect of gifts and benefits provided to the auditor by his client,
which may create an intimate relationship between the two. As expressed
by agency theory, corruption in the form of bribery worsens the agency
problem since it serves as obstacle to law execution and misleading the
facts (Plaats, 2000; Houghton & Jubb, 2003; Kershaw, 2006). The results of
this study conclude that any gift or benefit given to the auditor but not the
public would make the auditor turn a blind eye to misleading information.
Ultimately, it can increase the agency problem by undermining auditor’s
independence.

A very important step to be taken in order to improve auditor
independence and life aspects in Yemen is to eliminate or reduce corruption
as it represents a barrier to the implementation of legal and social justice. It
Is crucial to note that although there are anti-corruption laws in Yemen,
bribery is still widespread. For this reason, lawmakers of audit profession
should determine the level and kinds of gifts or any benefit in cash or in
kind that is given to the auditor to maintain his independence.

A major limitation of this study is that the shareholder’s group was not
included in the five stakeholders groups selected due to the following
reasons: First, there is no stock market in Yemen and so shareholders cannot
be easily targeted; second, in most joint-stock companies in the list of
Ministry of Trade and Industry in Yemen, the owners have close family ties,
S0 it is not easy to get through to them.
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