«ZITOYAAI», Téuog 56, Tevyxog 30, (2006) / «<SPOUDAI», Vol. 56, No 3, (2006), University of Piraeus, pp. 39-70

IFRS. FIRST TIME USERS: SOME EMPIRICAL EVIDENCE
FROM GREEK COMPANIES

By

lordanis N. Floropoulos
Aristotle University of Thessaloniki, Greece

Abstract

The main object of this paper is to examine accounting harmonisation in a sample of
companies with regard to the use of International Financial Reporting Standards (IFRS). The
research instrument took the form of a questionnaire, which was completed by the company
accountants. Our investigation focused on the current level of harmonisation. Analysis using the
independent chi-square test (p<0.05) showed that: (a) compliance with IFRS was not
independent of company size or stock exchange listing status, (b) familiarity with IFRS was not
independent of company size or listing status, and (c) familiarity with IFRS was independent of
the type of business in which the company was engaged (commercial, manufacturing, services).

The results of the study indicate that: (1) Listed firms tend to comply with IFRS earlier and
more easily than non-listed companies, and (2) Large and medium-sized firms tend to comply
with IFRS requirements to a greater extent. This is also valid for listed firms.

JEL Classifications: M41, M49

Keywords: International Financial Accounting Standards; Compliance; Accounting Harmo-
nization; Disclosure; Reporting; Greece.

1. Introduction

The International Financial Reporting Standards (IFRS) formerly IAS
(International Accounting Standards) are a set of accounting standards that
can be used to bring about uniformity in financial reporting on a global basis.
The need for international standards arises from the increasing internationali-
sation of business and, in particular, the growth of international capital mar-
kets, in which there is a demand for accounting information that is comparable
across companies that are located in different countries.

By embracing global accounting standards, Europe is embracing a vision for
financial reporting. It is a vision that considers fair value measurement to be
paramount, and rejects historical costs, accruals and the realization principle as
irrelevant.
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The International Accounting Standards Committee (IASC) was founded in
1973. Its business is conducted by a Board, and its main interest is in financial
reporting. One of its objectives (1998) is to harmonise, as far as possible, the
diverse accounting standards and accounting policies of different countries. In
May 2000, the IASC (which the following year was renamed the International
Accounting Standards Board - IASB), was endorsed by the International
Organisation of Securities Commissions (IOSCO), and the European Commis-
sion (EU) announced that it encouraged member states to pass legidlation
requiring all EU listed companies to prepare and report consolidated financia
statements based on IFRS by the year 2005 (Street and Gray, 2002).

The International Accounting Standards issued by the IASC are constantly
reviewed and revised to take into account the current position and the need for
true and complete reporting. The members of the IASC (1998) believed that
the adoption of IFRS in their countries and the disclosure of compliance
requirements would, over the years, have a significant impact: the quality of
financial statements would be improved and there would be increasing compa-
rability, thus enhancing the credibility and consequently the usefulness of finan-
cid statements around the globe.

The success of IASC efforts is dependent upon recognition of and support for
its work from many different interested groups acting within the limits of their
severd jurisdictions. The prestige and esteem enjoyed by the accounting profes-
sion in most countries are of great sgnificance in these efforts. The IASB is now
associated with the International Federation of Accountants (IFAC), which has
stated that auditors are certifying compliance with IFRS in financia statements
where accounting policies and notes indicate otherwise (Cairns, 1997).

The European Union strategy with regard to the harmonization of account-
ing rules has been to use directives, to which al member states have adapted
their legidation (Canibano and Mora, 2000). The directives are generaly con-
sistent with, but less detailed and more flexible than International Accounting
Standards (European Commission, 1995). Although the flexibility of the direc-
tives has limited the degree of harmonization, the directives have nonetheless
led to significant improvements in financial reporting in the member states.

European Union (EU) Regulation 1606/2002 was a watershed (Cairns,
2003). EU Regulation 1606 states that "member states are required to take
appropriate measures to ensure compliance with international accounting stan-
dards" (EC,2002). This regulation not only applies to full members of the EU
but also to members of the European Economic Area (Whittington, 2005). It
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requires al listed companies of member states to prepare consolidated finan-
cia statements based on IFRS beginning 1 January 2005 (Brown and Tarca,
2005). The announced aim of IFRS adoption in the EU was to improve the
quality of companies' financid reporting by increasing its comparability and
transparency, and to promote the development of a single capital market in
Europe (Federation des Experts Comptables Européens, 1999).

Generally speaking, the adoption of IFRS is an effort to improve company
credibility. The credibility of Greek companies, particularly those listed on the
Athens Stock Exchange (ASE), was severely shaken in 1999-2000. The infor-
mation content of the Local Accounting Standards (Greek Accounting Stan-
dards) is partially responsible for the steady decline in the fidelity and credibi-
lity of Greek firms.

Greece adopted accounting harmonization with the enactment of Law
2992/2002, which requires Greek companies listed in the Athens Stock Exchange
to apply IFRS, beginning in the calendar year 2003. Later, Greece has tried to
dleviate the possible problems that may have emerged from the hastiness to
introduce the obligatory application of IFRS in 2003. In short, the new lega
changes (3148/2003,3229/2004,3301/2004) have brought Greece into line with the
rest European companies, concerning the accounting framework. Therefore,
publicly traded companies would be required to report under IFRS by 2005.

Accounting needs vary with a company's size and lega form (Thorell and
Whittington, 1994). Smal and medium-sized companies have less onerous
reporting and publication requirements than larger companies, while the fullest
and most complete financial reports are expected from listed companies
(Thorell and Whittington, 1994).

In Greece, companies have been venturing into the application of IFRS
since the beginning of this year (2003). Although some Greek firms may be well
prepared, others are not yet ready to apply IFRS to their accounting require-
ments. In order to obtain an overall picture of the degree of readiness in Greek
companies, we used a questionnaire to licit the opinions of company account-
ants. The first question is how wel prepared Greek companies are. A second
matter that arises from the questionnaire is the level of harmonization in the
use of IFRS in Greece and how well organised the process of harmonization is.
The level of harmonization is the degree of application of the different IFRS,
and the organisation of the process means the preparation of training seminars,
notes, manuals and appropriate software for the use and practice of IFRS.
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1.1 The concept of accounting harmonization

Harmonization, standardization, and uniformity are al terms used in the lit-
erature and in previous research. There is no real difference between them,
other than, perhaps, in the degree of harmonization they involve. In each case,
the terms used refer to the efforts required to ensure that similar transactions
and events are accounted in a uniform way wherever they took place or were
reported.

"Standardization" implies uniform standards in al the countries involved.

"Harmonization", however, implies a reconciliation of different points of
view, and permits different requirements in individual countries to be reported
in auniform way provided that there is no logica conflict (Canibano and Mora,
2000). "Harmonization" is a process, a movement towards harmony, towards
the application of IFRS, which is a state. "Standardization" is aso a process, a
movement towards uniformity, which is aso a state (see Tay and Parker, 1990;
Nobes and Parker, 2000). "Harmonization" is a more realistic and conciliatory
approach and seems more attainable than rigid "standardization".

The main benefits of harmonization include: (a) Increasing the comparabi-
lity of financial reports prepared in different countries and providing interest-
ed parties in international markets with better quality information upon which
they can base their investment and credit decisions; (b) Removing barriers to
international capital flows by reducing differences in financial reporting
requirements for actors in international capital markets; and (¢) Reducing
financial reporting costs for multinational companies.

It is essential to recognize that conversion to IFRS is more than just an
accounting matter, it is aso a business issue. The rapid globalization of doing
business went alongside with a strong increase in demand for internationally
accepted financia information useful for decision-making. In addition to the
accomplishment of investors' information demands, companies have become
aware that the adoption of internationally accepted accounting standards have
further positive aspects, especialy in respect to the efficiency of corporate con-
trol (Haller, 2002).

2. Review of the literature

It isimportant to record the existing enforcement of IFRS in Europe. Since
the regulated use of IFRS in a range of countries is a process that isjust begin-
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ning, there has been little research addressing the enforcement of internation-
al accounting standards (Brown and Tarca, 2005). Our aim is to make atime-
ly-contribution in an area that will become increasingly important as the adop-
tion of IFRS and to evaluate existing situation in Greece (in 2003).

There are numerous studies that deal with harmonization. Among these,
Tay and Parker (1990) distinguished between de jure harmonization and de
facto harmonization: the former being harmonization of rules and standards,
the latter harmonization of actual practice. Van der Tas (1988) defined dejure
harmonization as formal harmonization and de facto harmonization as material
harmonization. The harmonization of financia reports or standards can refer
either to the degree of disclosure or to the accounting method applied. Harmo-
nization of the extent of disclosure will be caled disclosure harmonization,
while harmonization of the applied accounting methods will be called measure-
ment harmonization. The ultimate definition of harmonization comes from
Van der Tas (1988): Materially measurable harmonization is an increase in the
degree of comparability and means that more companies in the same circum-
stances are applying the same accounting method to an event or giving additional
information in such a way that the financial reports of more companies can be
made comparable.

Formal harmonization would normaly lead to material harmonization
(Canibano and Mora, 2000). In the field of the measurement of harmonization,
some researchers have investigated formal harmonization using different statis-
tical methodologies (e.g., Krisement, 1997 ; Lainez et a., 1997; McLeay et d.,
1999 ; Pierce and Weetman, 2000). Other representative studies, have investi-
gated de facto harmonization using methodologies such as: H index, C index
(Van der Tas, 1988), C index, Chi-square (Van der Tas, 1992a, 1992b), | index
(Emenyonu and Gray, 1992), | index, Adjusted | index (IC), Chi-square (Gar-
cia-Benau,1994), C index (Archer et a., 1995), | index , Adjusted | index, Chi-
square (Hermann and Thomas, 1995), Nested hierarchy of log-linear models
(Archer et a.,1996), V ratio, heterogeneity+entropy (Krisement, 1997) and
Nested statistical models (McLeay et a., 1999).

Nair and Frank (1981) attempted to ascertain the impact of the IASC's
endeavours towards harmonization. They surveyed the effect of IFRS 1 to 10
on the accounting practices of some thirty seven countries, using the PriceWa-
terhouse surveys of 1973,1975, and 1979. Doupnik and Taylor (1985) set out to
asess the extent to which 16 Western European countries conformed to a
"basic core of accounting practice”, using IAS 1-8. The findings supported the
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hypothesis that many differences gill exist in Western European accounting
practices, although some increased compliance with IASC standards was iden-
tified. This latter finding was, however, disputed by Nobes (1987).

Many research studies have examined similarities and differences in interna-
tional financid reporting, with the focus on harmonization of the accounting
practices used in the preparation and presentation of financial information
(Archer, 1995; Emenyonu & Gray, 1992; Herrmann & Thomas, 1995; Tay &
Parker, 1990; Van der Tas, 1988; Walton, 1992). These studies concluded that
there was a lack of harmonization in either measurement or disclosure practices
between and among the countries studied. In effect, there was no "true and fair
view" on financia reporting in dl member states of the European Union.

Other studies have examined the meaning of "true and fair view". Most have
concluded that there is a lack of consistency in the meaning of the term as
between accountants and users of financial information. Nobes (1993) traced
the development of "true and fair view" and its impact on the laws and prac-
tices in the member states in the EU. He concluded that "when true and fair
view was enacted into legidation, it lacked consistency among the member
states both in the meaning of the term and in the underlying idea".

With regard to the measurement of harmonization, over the last decade
some researchers have investigated de jure (formal) harmonization (Garrod
and Sieringhaus, 1995; Rahman, 1996; Lainez, 1996) and others de facto (mate-
rial) harmonization (see Walton, 1992; Emenyonu and Gray, 1992; Archer,
1995; 1996; Herrmann and Thomas, 1995; Garcia-Benau, 1994; Krisement,
1997; Lainez, 1997; McLeay, 1999; Pierce and Weetman, 2000).

One aspect of the current debate on international accounting harmoniza-
tion focuses on types of accounting model. In particular, a distinction is made
between the Anglo-American accounting cluster and the continental European
one. Some argue that Anglo-American accounting is concerned with providing
information to a wide range of users for economic decision making purposes
whereas continental European accounting is more concerned with protecting
the interests of creditors and determining taxation liabilities. Some also make
the distinction based on such factors as the way in which accounting require-
ments are set (private sector standards versus law), whether or not there is a
chart of accounts, the size of accountancy profession and so on (Cairns, 1997).

Basicdly, one may identify two groups that use classification as an element
in their argumentation for or against international accounting harmonization.
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The first group favours the traditional continental European system, which is
dominated by the principle of prudence, as the Anglo-American model does
not take the specific European environment into consideration (Hoarau 1995).
The second group prefers the Anglo-American accounting model as being bet-
ter equipped to provide information to investors in the capital markets (Epps
and Oh, 1997).

Flower (1997) and Nobes (1996) have attempted to maintain the distinction
between Anglo-American and continental European accounting. Those who con-
tinue to favour these classfications are ignoring what is happening in the world
and how companies actually account for transactions and events (Cairns, 1997).

The introduction of IFRS in the EU is obvioudy an unusually important
event for accounting, accountants and accounting researchers (Giner and Rees,
2005). Previous studies have investigated issues related to accounting harmo-
nization in Europe and possible consequences of the IAS Regulation (Harding,
2000 ; Walton, 2000 ; Olivier, 2000 ; Nobes and Parker, 2002 ; Haller, 2002 ;
Cairns, 2003 ; Flower, 2004).

In 2004 the issues of transition to IFRS are variable as different countries
have different starting points to reach the 2005 platform. In this first stage,
researchers look at attitudes to IFRS and US GAAP amongst German
(Weibenberger et a.,2004) and Belgian (Jermakowicz, 2004) companies in the
run up to 2005 and discuss the technical differences. Ormrod and Taylor (2004)
examine the possible consequences on debt covenants of UK companies aris-
ing from the switch. Two articles examine attitudes to the use of IFRS: Haller
and Eierle (2004) analyse the stance of the German legidators, while Richard
(2004) suggests that the current French opposition to fair value is to an extent
arepeat of a nineteenth-century battle between static and dynamic accounting.
Two further articles are devoted to the transition in accession countries: Vel-
lam (2004) examines the adoption of IFRS in Poland, and Sucher and Jindri-
chovska (2004) report on a survey in the Czech Republic. A commissioned
essay from Gelard (2004) comments on opposition to using fair value for finan-
cia instruments, while Hague (2004), who was involved with the development
of IAS 39, and is presently developing a Canadian equivalent, reviews that stan-
dard (Walton, 2004).

The researchers have continued to work in the area of the adoption in
Europe the following year (2005).

Day and Taylor (2005) have examined the role of accounting and auditing
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in the process of accession of new member States to the EU. In their view any
discussion of the accession process is absent from the literature, and they have
set out to provide an analysis of how accounting and auditing requirements are
dealt with in that process.

Evans et al., (2005) studied the Discussion Paper Preliminary Views on
Accounting Standards for Smal and Medium-Sized Entities' (IASB, 2005a,b).
Their findings suggest that within the EU, SMEs have considerable economic
significance and are currently subject to differential reporting regimes. They
argue that the users and these users' needs, differ from those of large, public-
interest enterprises. There are aso significant differences between users groups
of the smallest versus the larger SMEs.

Tokar (2005) has stated that achieving true convergence of accounting stan-
dards is a cogtly and time-consuming objective. It asks organizations like
KPMG to imagine the future and build new palicies, links and committees to
create an international infrastructure. It has required a huge investment of
money, people, and leadership to support the transition to IFRSs, and will
require a significant change in the training of accounting students in the near
future (Tokar, 2005). Tokar's (2005) paper addresses the impact of conver-
gence on auditing firms by focusing on the adoption of IFRS issued by the
IASB.

Wustermann and Kierzek (2005) have demonstrated the inconsistencies in
current IFRS revenue recognition that have triggered the project and then pre-
sented and discussed three conceptually different revenue recognition models
that are internationally debated at present.

Dao (2005) has examined the methods used by the former French Commis-
sion des Operations de Bourse (COB) for monitoring compliance with the
national reporting rules in relation to the issue of enforcement of IFRS in
Europe as from 2005. While there is recent research that addresses the issues
on enforcement of accounting standards, there is ill a lack of studies which
discuss the relevance and effectiveness of the methods used to monitor compli-
ance with accounting standards. Dao's (2005) study may be of interest to differ-
ent groups of participants in the capital markets.

Delvaille et a., (2005) have tried to compare developments in France, Ger-
many and Italy and the approaches to integrate the current European account-
ing reform processes with IFRS. Their study evaluates the adaptation of nation-
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a accounting systems with respect to institutional and regulatory changes on
the one hand and financia reporting changes on the other.

Jones and L uther (2005) have examined the possible impact on manufactur-
ing companies drawing upon perceptions and expectations of managersin three
Bavarian companies and two management consultancy firms. Their paper con-
sider whether financial accounting will assume an increased importance within
firms, and whether this may lead to abandonment of some traditional manage-
ment accounting practices and the adoption of different techniques in internal
reporting compatible with the new IFRS regime for externa reporting. Jones
and Luther (2005) found that, at thisjuncture in the development of their infor-
mation systems, German managers face an important choice between integrat-
ing external and internal reporting in ways that might fundamentally change
established Controlling practices, or of continuing to operate dua accounting
systems in much the same way as in the past so that adoption of IFRS is restrict-
ed to external reporting.

Van Tendeloo and Vanstraelen (2005) use the early adoption of IFRS by
many German companies to investigate the impact of IFRS on earnings manage-
ment. Brown and Tarca (2005) employ interviews to anayse different approach-
es being adopted in four EU countries to deal with enforcement of | FRS.

Pirinen (2005) conducts a historical analysis to review the forces that have
impacted on the move towards IFRS in Finland.

Whittington (2005) gives an overview about the activities of the 1ASB,
focusing on the past and present, while Schipper (2005) looks more into the
future and analyses the implications of the adoption of IFRS in the EU for
international convergence, more precisely for the convergence between IFRS
and US GAAP.

As a concluding remark, we believe that introduction of IFRS will be a fas-
cinating subject and opportunity for research in the years to come (Giner and
Rees, 2005).

3. Research methodology

There are five primary sources of data that can be used in de facto harmo-
nization studies. annual reports, accounting regulations, public databases,
guestionnaires and laboratory techniques. The use of annual reports has great
advantages, but aso presents problems. On the other hand, there are obvious
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advantages involved in using questionnaires. as Tay and Parker (1990) say,
someone else has aready done al the difficult and tedious work of collecting
the data.

In order to measure the "process of harmonization”, most studies compare
either index values in the two periods to ascertain whether there has been any
increase, or statistical distribution in the two periods to see if the probability of
a non-random distribution has increased. Van der Tas (1988) was the first to
promote the idea of index values. Later, Tay and Parker (1990) suggested that
the "evidence of harmony would then be the existence of a significant differ-
ence between the observed and expected distributions, as measured by some
appropriate significance test, for example chi-square". The relative methodolo-
gies that have been developed for measuring the level of harmony may, there-
fore, be classified into two categories. one category that uses the idea of index
values and a second that uses a statistical modelling approach.

In our study, we try to measure the level of harmonization not by compar-
ing two different periods of time but by trying to measure the "level of harmo-
ny" at a specific moment. More particularly, we try to measure accounting har-
monization in Greece through the use of an appropriate questionnaire.

In accordance with the aim and objectives of the research, the approach pre-
sented in this paper is explorative and predictive, as we are trying to track the
perspectives of Greek companies by polling their senior financia saff and
accountants (professionals).

3.1 The data and the sample

The sample comprises 39 companies. In this research paper, we used non-
probability sampling because we wanted to investigate the degree of preparation
for IFRS made in companies that have an organised in-house Accounting
Department and where al accounting is done within the company rather than
by an external accountant. Given the paucity of companies with these characte-
ristics in the specific region, the sample could not be based on random selection.
In the event, we chose 11 ASE-listed companies and 56 non-listed companies
with the requisite characteristics. From these 67 firms, we received a total of 39
completed gquestionnaires: 9 from listed and 30 from non-listed companies.

3.2 Questionnaire design'

The questionnaire is divided into six sections.



49
Section A contains introductory questions, to establish a profile of the com-
pany: size, financial position.
Section B investigates the accountants’ degree of familiarity with the IFRS.
Section C asks where they got their information about 1IFRS.

Section D helps us find out whether the companies are ready to use IFRS
and whether they need more time for additional staff training and further
preparation in their Accounting Departments.

Section E asks about the potential benefits to the company of adopting
IFRS.

Section F inquires more preciscly into the degree of accountants” knowledge
of IFRS.

4. Results

Table 1 shows the company profiles: specifically. category, activity, turnover
(sales) and number of employees.

TABLE 1

The company profiles

Category of Activity of Turnover (sales) Number of
the company Kroquency the company Al of the company . employees i bt
Listed in
Athens - 3,000, "
\_“""m 4 Commerce 8 g EU"_KJ .UUU 15 0-50 21
Stock Furos
Fxchange [
3.000,001 - '
Minufacturing 23 9.000.000 15 51-230 5
| Euros
Non-listed in
Adhens i
i B 5
Stock 30 251 - 400 3
| Exchange B
F Mare than
S Y Muore th: .
Ilu‘{du}ng of 8 9,000,000 g Mare j.h 1 5
Service S 400
- Euros B
= = - = =
[ Tatal 39 Total | 39 Total 39 Total 9
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Table 2 shows the accountants’ degree of familiarity with TFRS: specifically,
number of years of experience, awareness of IFRS, familiarity with IFRS.

TABLE 2

The acquaintance with the IFRS

Years Frequency | Familiarity | Frequency | Satisfactory | Frequency
of experience with IFRS knowledge
about IFRS
1 to 2 years 1 YES 33 YES 0
3 to 4 years 12
5 to 6 years 4 NO 6 NO 39
More than 6 years 22
Total 39 Total 39 Total 39

Table 3 shows sources of information about IFRS: specifically, where the
accountants first learned about IFRS, whether they attended a course on IFRS and,

if so, where.

TABLE 3

The ways of getting information about IFRS

First learned | Frequency Attending Frequency Place of Frequency
about IFRS a course attention a
on IFRS course on
IFRS
Press 13 YIS 13 Greece 13
Accounling i Another
Magazines 25 country of 0
the EU
Colleagues 15 NO 26
Attending a Another —
special 2 country
13 ; 0
course on of the
IFRS waorld
Total 66 Total 39 Total 13
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Table 4 shows the degree of readiness to use IFRS: specifically, content
knowledge, existence of a special IFRS department, existence of special IFRS
application software, ability to publish annual reports based on IFRS.

TABLE 4

The readiness to use IFRS

Knowledge
of the
subject
(IFRS)

Frequency

Special
section
(depart-
ment)
about the
1FRS

Frequency

Special
software
for
the use of
TFRS

Frequency

Possibility
to publish
annual
reports
based on
IFRS

Frequency

Medium |

YLES

YES

We will
surely do
it for the
vear 2003

We will
probably
do it
for the
vear 2003

Very Poor

'_ NO

39

NO

39

4

We will
definitely
not do it

for the
year 2003

28

Total

39

| Total l

39

| Total

39

Total

39

Table 5 shows the factors expected to benefit the company using IFRS:
specifically, the importance attached to the different factors and their expected
impact with the adoption of IFRS.

TABLE 5

The factors of assistance provided to the company by using IFRS

L Significance of the factors

Frequency Degree of influence Frequency
adopting IFRS
Increase of sales abroad Ist Very Good 3
Investments in a foreign country 2nd Good 25

continues




Significance of the factors | Frequency | Degree of influence Frequency
St | e ‘adopting TFRS :
Medium
New investors from abroad 3rd Poor
New suppliers from abroad 4th Very Poor 1
Total 39

Table 6 shows the extent of accountants’ knowledge of the IFRS: specifical-
ly, the number of IFRS currently in force, the content of IFRS 18, the main dif-
ferences between LAS and IFRS, and which IFRS will require special attention
as most widely divergent from LAS (Local Accounting Standards, c.g., Greek
Accounting Standards)

TABLE 6

The degree of knowledge about IFRS

Volume |Frequency| About the Count Main |Frequency| Special |Frequency
of IFRS content of differences attention :
IFRS 18 between to...
LAS and
IFRS
Product Annual
3 oy "
& I Selling 5 Reports - IR =
Dealing
of some
41 30 Constructions 9 special 3 IFRS 11 9
cases and
cvents
36 7 Rendering | 5 IFRS 12 1
of services
Incomes of
e I |interestand| 11 el e 31 IFRS 18 |
answered .. above
dividends
; Not
Leasing 3 _ 3 IFRS 2 1
| | - answered N
| Total 39 | Total 78 Total 39 IFRS 37 1
| [ TFRS 40 1
i i IFRS 41 2
| ; IFRS 5 1
l ' All 4
i Total 39
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TABLE 7
In which one of ~ Total
the following
categories does
your company
belong
Listed in Athens .
Stock 4 3 2 9
| Exchange
i % of each choice 44,405 33.30% 22,20 100,00%
[ % ;
% nf eath 80% 50,009 7,10 23,10%
category
TUnlisted
in Athens i 3 26 30
Stock Exchange
¢ of each choice 3.30% 10,00% 86,70% 100.00%:
o4t ac 20% 50,00% 92,.90% 76,90%
category
Total 5 6 28 39
% of each choice 12,80% 15,40% 71,80% 100,00%
100,00% 100,00% 100,00% 100.00%
: Asymp. Sig. "
Value Df @ - sidéd) Approx. Sig.
EEAtiS 15.581 2 0,000
Chi - Square
| Nominal by s
Nominal (Phi) 0632 0,000

Notes: a- 4 cells (66,79 ) have expected count less than 5. The minimum expected count is 1,15
b- Not assuming the null hypothesis
¢- Using the asymptotic standard error assuming the null hypothesis

TABLE 7A

Symmetric Measures

Nominal by Nominal

Phi

Cramer’s V 0.000
Contingency coefficicnt 0.534 0.000

Number of Valid Cases
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TABLE 7B

Kruskal-Wallis test statistics

'=14,893 critical value=6,6349
level of significance=0,01 degree of freedom=1
TABLE 8
In which one of Have you ever attended a special course on IFRS
the following :
categories does
your company
belong i
YES NO Total
Listed in
Athens Stock i 2 9
Fxchange
% of cach ; ;
: 77.80% 22,20% 100,0%
choice
i 53,8% 7,70% 23,1%
catcgory
Unlisted in
Athens
2
Stock 8 % A
Exchange
f e
v 20,00% 80.00% 100,0%
cho_lcc
[ P tay v
.0 Carh 46,2% 92,3% 76,9%
category
Total 13 26 39
[
%ol each 33,30% 66,70% 100,0%
choice
100,00% 100.00% 100,0%
; Asymp.Sig i
Value Df (- sided) Approx.Sig
Feamoa Chi= 1 g 1 0,001
Square
Nominal by
Nominal (Phi) 0516 b0l

Notes: a- Computed only for a 2x2 table.

b- 1 cell (25%) have expected count less than 5. The minimum expected count is 3.00.
¢- Not assuming the null hypothesis.

d- Using the asymptotic standard error assuming the null hypothesis
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Symmetric Measures:

55

L' Value Approx. Sig.
| Nominal by Nominal Phi 0.516 0.001
ild_r- - Cramer’s V 0.516 0.001
. Contingency Cocfficient 0.459 0.001 1
r__.li'umbcr of Valid Cases 39
TABLE 8B
Kruskal-Wallis test statistics
- H'=10.135 critical value =6,6349
A level of significance=0,01 degree of freedom=1
TABLE 9
[Refer to the sales Do you believe that it is possible for you “Total
(expressed to publish annual reports based on IFRS
in euros) of your We will surcly do| We will probably | We will defmitely
oY it for the year | do it for the year | not do it for the |
: 2003 2003 - year 2003
(1 - 3.000,000 15 15
Curos
% of cach choice 100.00% 100,00%
ii‘t’c';::ff 53,60% 38,50%
—3.(}(1[),6(11_-_ 2 El 9 15
L 9.000.000 1330% 26.70% 60.00% 100.00%
;;05 40% 66,70% 32.10% 38.50%
B More than 3 2 4 9
B 9.000.000 33.,30% 22.20% 44 40% 100,00%
I umes 60% 33.30% 14.30% 23.10%
Total 5 6 28 39

continues



% of each choice 12.80% 15,40% 71,80% 100,00%
100,00% 100,00% 100,00% 100.00%
e ; Asymp. Sig. z
Value Di (2 - sided) Approx. Sig.
Pearson Chi - 11.5930 4 0.021
Square
Nominal by r
Nominal (Phi) U Lzl

Note: 6 cells (66.7%) have expected count less than 5. The minimum expected count is 1,15,

TABLE 9A

Symmetric Measures

Nominal by Nominal Phi 0.545 0.021
Cramer’s V (1.386 0.021
Contingency Coefficient 0.479 0.021
Nu!'nhthr 0I_ 39
Valid Cases
TABLE 9B

Kruskal-Wallis test statictics

Ir=10,046

level of significance=0.01

critical value=9,21034

degree of freedom=2




TABLE 10
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0-50 2 19 21
¢ of cach choice 9,5% 90,50% 100,00%
% of employee 33.30% 67,90% 53.80%
category
51-250 4 1 3 8§
% of cach choice 13,30% 12,50% 37,50% 100,00%
%ol empliges 40% 16,70% 10.70% 20.50%
category
251 - 400 1 2 2 5
% of each choice 33,30% 40,00% 40.00% 100,009
% of & e .
7 of gmployuf 60% 33,30% 7,10% 12,80%
category
More than 400 1 4 5
% of cach choice 20,00% 80,00% 100.,00%
% of
% ot emplioves 16,70% 14,30% 12,80%
category
Total 5 6 28 39
% of cach choice 12,80% 15,40% 71.80% 100,00%
100,00% 100,00% 100,00% 100,00%
Asymp. Sig. N
Value Df @ - sided) Approx. Sig.
Pearson Chi - 17.793a 6 0,007
Square
Nominal by ;
I_Nr:m inal (Phi) 04873 a0

Note: 10 cells (83,3%) have expected count less than 5. The minimum expected count is 0.64.



TABLE 10A

Symmetric Measures

Kruskal-Wallis test statictics

Value Appreox. Sig.
Nominal by Nominal Phi (.675 0.007

Cramer’s V 0.478 0.007

Contingency

Coefficient 0.560 0.007
Nur‘nl*}c‘r of 39
Valid Cases

TABLE 10B

H'=12,347

critical value=11,3449

level of significance=0,01

degree of freedom=3

TABLE 11
Which is the " Do you believe that it is possible for “Total
activity you fo publish annual reports based on IFRS
of your
" We will surely do| We will probably | We will definitely
| itfor the year | doit for the year | not do it for the
Commerce 1 i 8
% of each choice 12,50% 87,50% 100.00%:
r’}_r;. 3 -
% of industey 20,00% 25,00% 20,50%
category
Manufacturing 3 (6} 14 23
% of each choice 13.30% 26,10% 60,00% 100,00%
oz, E
% 0b sty 60% 100,00% 32.10% 38,50%
category

continues
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™ Which is the Do you believe that it is possible for Total
activity you to publish annwal reports based on IFRS
of your
company
We will surely do | We will probably | We will definitely
it for the year | do it for the year | not do it for the
2003 2003 year 2003

LSuwii:;c company 1 7 8
i % of each choice 12,50% 87.50% 100,00%
| B ndnRy 20% 25,00% 20.55.108%
| category
|— Total 5 6 28 B 39
r‘-;‘ of each choice 12.80% 15.40% 71.80% 100.00%
‘ 100.00% 100L00% 100,009 100,009
o . Asvmp. Sig. .
| Value Df (2 - sided) Approx. Sig.

- — .
| Pearson Chi 5,108 4 0.276
|| eee o

Nominal by -
Nominal (Phi) R o
TABLE 11A
Symmetric Mecasures
Value Approx. Sig.

Nominal by Nominal Phi 0.362 0.276
L Cramer’s V 0.256 0.276
T Contingency

- .3 ;

‘ Coefficient 04 0276
| Number of Valid Cases 39
L
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TABLE 11B

Kruskal-Wallis tcst statictics

H=2.41 critical value=9,21034

level of significance=0,01 degree of freedom=2

The assumption of homogencity is checked using the Kruskal-Wallis test.
Kruskal-Wallis test is a nonparametric equivalent to one-way ANOVA. Tests
whether several independent samples are from the same population.

Hence, the following

Ho= We¢ examine whether two, three or four samples are from the same
population. In other words we test the samples for homogeneity.

TABLE 7B (similarly 8B, 9B, 10B, 11B) reports results of Kruskal-Wallis
homogeneity tests.

We cstimate (TABLE 7B) the H'=alternative hypothesis: H=9,3025 and
C=0,6246 H'=Hy3C=9,3025)0,6246=14,893

We see that the critical valuc of chi-square distribution for the level of sig-
nificance 0,01 with 1 degree of freedom is 6,6349. Thus the null hypothesis is
rejected since our Kruskal-Wallis test statistics is 14,893 (related table 7B) and
is much greater than the tabulated critical value. The rejection of Ho=null
hypothesis at first stage means that the samples are not from the same popula-
tion. In other words the homogencity test confirms that listed companies
behave differently than non-listed companics.

The same results and conclusions (rejecting the null hypothesis) arised from
the Kruskal-Wallis test statistics (related table 8B,9B,10B) showing that the
samples are from different population. In other words the two, three or four
samples have answered in a different way.

Only in the case of table 11B we can not reject the null hypothesis, because
H'=2,41 is smaller than 9,21034 (critical value of chi-square distribution) at the
0,01 significance level with 2 degrees of freedom. This conclusion means that,
no matter in which activity companies were classificd (commerce, manufactur-
ing or service industry), they behave in the same manner and answer in the
same way.
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5. Discussion

The main object of this research is to examine accounting harmonization
through a sample of companies with regard to the use of IFRS.

In an earlier monograph, Street and Gray (2001) introduced the following
characteristics as independent variables: Listing status, size, profitability, type
of auditor, how accounting policy refers to IFRS, how audit opinion refers to
IFRS, whether the audit opinion indicates the audit was based on Internation-
a Standards of Auditing (ISA), country of domicile, extent of multinationality
and size of the domestic capital market.

More specifically, with regard to compliance with IFRS disclosure require-
ments, the results from Table 7 suggest that listed companies have a positive
attitude towards the use of IFRS and their ability to publish annual reports,
with only 22.2% feeling unprepared to publish annual reports based on IFRS.

To check the correlation, we need only look at the chi-square and symmet-
ric measures tests. In the chi-square tests (included in table 7) the statistical 9g-
nificance is less than 0.05 and consequently we can say that there is correlation
between the questions. Symmetric measures testing (also included in table 7)
gives the same result, again with a statistical significance of less than 0.05.

In line with Street and Bryant (2000) and Street and Gray (2001), this find-
ing consistently indicates a significant association between listing status and
compliance with |FRS disclosures.

According to Table 7, the chi-sguare tests show a statistical significance of
less than 0.05 and apparent correlation between the two variables. The symmet-
ric square, on the other hand, shows avalue midway between 0 and 1 and a cor-
relation that is present but weak. This result may be due to the fact that there
were three times more non-listed than listed companies, but even so it shows
that a correlation does exist. This positive result derives from the statistical Sg-
nificance in the same table, which is aso less than 0.05.

In Table 8 we see that 77.8% of the listed companies wanted their senior
accounting gaff to attend a special course on IFRS, while 22.2% of these com-
panies had not sent their accountants for such training. Further, we see that
20.0% of non-listed companies have had their senior gaff trained in IFRS,
while the vast mgjority (80.0%) have not. As was expected, listed companies
displayed greater interest in IFRS training for their gaff than non-listed com-
panies, because this is an essential market requirement.



Checking for possible correlations with regard to participation in IFRS sem-
inars, we see that 53.8% of the positive answers came from listed companies
and 46.2% from non-listed ones (Table 8). These results are conditioned by the
fact that the number of completed questionnaires from non-listed companies
was three times that from listed ones. If the numbers of listed and non-listed
companies were the same, the percentage of positive answers (accounting gaff
attending a specia IFRS seminar) would be bigger for listed companies.

In the same way, the cross tabulation (2) of negative participation given in
table 8 shows that only 7.7% of listed company daff have not attended a spe-
cid course on IFRS, compared to 92.3% of non-listed company gaff. These
findings suggest that non-listed companies appear to be under less pressure to
comply fully with IFRS required disclosures. Remembering the obligation for
listed companies to prepare consolidated financia statements based on IFRS
by 2003, it is apparent that their accounting staffs must have undertaken the
analogous preparation.

Table 9 shows that low-turnover companies will definitely not publish annu-
al reports based on IAS. Most companies with saes in the 3-9 million euros
range will not publish annual reports either, but there is a small percentage
(13.3%) that will certainly do so and another 26.7% that will probably do so. By
contrast, 33.3% of companies with sales of more than 9 million euros believe
that they will manage to publish annual reports based on IFRS, while 22.2% of
large companies will probably do so. Another 44.4% think that they will defi-
nitely not manage to do so. Overall, 60.0% of definite yes answers come from
companies with sales of more than 9 million euros and 40.0% from those with
sales of 3-9 million euros, while 33.3% of probable yes answers come from com-
panies with sales of more than 9 million euros and 66.7% from those with sales
of 39 million euros. This is because these two categories include companies
listed on the Athens Stock Exchange and large non-listed companies that want
their senior saff to be wel informed. Finaly, 53.6% of definite negative
answers come from small companies, 32.1% from medium-sized ones and
14.3% from large ones.

Unfortunately there is no generally accepted definition of what constitutes
a smal company. The Bolton Committee (1971) took the view that it depend-
ed upon the sector in question; what was perceived as small in manufacturing
would be considered to be quite large in the construction industry.

According to EU LI107/30.4.96, smal and medium-sized enterprises are
those that employ less than 250 persons and realize an annual turnover of less
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than 40 million euros. So, we use the classification of enterprises (small, medi-
um, large) which was adopted by the EU.

Severa studies, including Chow and Wong-Boren (1987), Cooke (1989,
1991) and Meek, Roberts and Gray (1995), have identified a positively signifi-
cant link between company size and level of disclosure. Our findings support
the hypothesis of a positive correlation between company size and degree of
compliance with IFRS -required disclosure. This hypothesis was also tested by
Street and Gray (2001), and was shown to apply chiefly to large companies and
to alesser degree to medium-sized ones.

Chi-square and symmetric measures testing show that turnover influences
the ability to publish annual reports based on IFRS, the significance level being
less than 0.05. Furthermore, the results (Table 10) show that 67.9% of the def-
inite negative responses to the question about ability to publish annual reports
based on IFRS come from small companies, 10.5% from medium-sized compa-
nies, 7.1% from large companies and 14.3% from very large companies.

Substituting number of employees for turnover as a measure of company
Sze yields results largely similar to the previous ones (Table 10). In this cross
tabulation (Table 10), we see once again that the level of significance of chi-
square and symmetric measures is less than 0.05, the obvious correlation
between the number of employees and the company's ability to use IFRS
reflecting the fact that a large workforce indicates a large company, and likely
alisted one.

The results from Table 11 show no correlation between the two variables.
This table showed that 12.5% of commercial companies fed extremely ready to
publish annual reports based on IAS and 87.5% extremely uncertain about
doing so. For manufacturing companies the figures are: extremely unsure
(60.9%), probably sure (26.1%) and extremely sure (13.0%). As for service
companies, 12.5% fed extremely sure of publishing annual reports based on
IFRS and 87.5% extremely unsure. Further exploration of this field continued
to yield strange results, seeing that 100.0% of the companies indicating a prob-
ahility of publishing annual reports were from the manufacturing sector. 20.0%
of extremely sure responses were from commercia firms, 60.0% from manufac-
turing concerns and 20.0% from services companies. Similarly, 25.0% of
extremely unsure responses were from commercia companies, 50.0% from
manufacturing firms and 25.0% from businesses in the services sector.



Both chi-square and symmetric measures tests showed significance levels of
more than 0.05, so there is no correlation.

In addition to the correlation results above, it is aso interesting to note
(Table 11) that the kind of company activity does not presuppose a difference
in the manner of publication of IFRS -based annual reports.

Earlier research yields mixed results regarding the correlation between the
type of industry and the level of disclosure (Cooke, 1991, 1992; Inchausti,
1997). Inchausti (1997) provides no evidence of any association. Street and
Gray (2001) provide some evidence that level of disclosure in compliance with
IFRS requirements may be associated with the type of industry (existing in the
transportation, communications and electronics sectors).

In our research, none of the companieswhose questionnaires were examined
were classfied as transportation, communications or electronics industries.

6. Conclusions

It is glaringly obvious from the results that knowledge about IFRS is gener-
aly poor and that companies are not adequately prepared to implement IFRS
in 2003.

A study conducted by Dumontier and Raffournier (1998) with Swiss data
reveals that early adopters of IFRS' are larger, more internationally diversified,
less capital intensive and have a more diffuse ownership. We have to realize
that Greek companies don't fulfill in a satisfactory degree al the above men-
tioned characteristics. So, these arguments can be used as a reason to explain
that the degree of harmonization in the use of IFRS in Greece was far from the
desired leve in 2003, the year in which this research was conducted. Addition-
aly, we can conclude easily why the questioned Greek companies have difficul-
ties in partial to override the problems arised from the early enforcement of
IFRS as being first users (early adopters).

Our research yields severd conclusions. Claimed use of IFRS is consistent-
ly low among dl sizes of firm; however, the extent of use varies significantly
according to the size and listing status of the firm.

Other conclusions, smilar to those of our research, have popped out of the
results of the research application of the IFRS, which has been done by Grant
Thornton in cooperation with the Athens University of Economics in November
2003. 105 companies listed in the ASE replied to this research. It has been ascer-
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tained that the International Financial Reporting Standards (IFRS) have not
been fully assimilated by the executives of the Greek companies and only the the-
oretical approach of the IFRS has one out of two. Besides on 5% of the Greek
companies have gone through al the adjustments of their specid IFRS applica
tion software. 44% of them is till at the point of preparing discussions. It isintel-
ligible then, that the preparedness point of these companiesis at avery low level.

Our research shows that the degree of harmonization in the use of IFRS in
Greece is far from the desired level. An off-the-cuff indicator of the level of
harmonization applicable to the case of Greece is the size of the domestic ca-
pital market (Street and Gray, 2002).

The major findings of this research on the discovery of a significant positive
correlation focused between compliance with IFRS and companies either list-
ed on the ASE or classed (by turnover and number of employees) as large or
medium-sized.

The answers adso revea alack of experience with and knowledge of IFRS
among accountants.

The frequency and number of accounting gaff attending special courses on
IFRS judtify the optimistic view that the extent of compliance in Greece is
improving. On the other hand, it seems to us that knowledge of the differences
between Local Accounting Standards and International Financial Reporting
Standards is more useful in alowing accounting saff to make up lost time.
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