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Abstract

This paper investigates the level of readiness and the degree of familiarity among
small and medium-sized Greek enterprises (SMEs) for the application of
international financial reporting standards (IFRS). Readiness is defined as the
capability for the full application of IFRS , and familiarity is understood in terms
of the entity’s knowledge and competence in using IFRS. The present research is
based on the statistical analysis of questionnaires completed by company
accountants. Chi-square tests show that the level of readiness for the application of
IFRS is not independent of: (i) whether the company is listed or unlisted; (ii) the
size of the company; and (iii) the field of activity of the company. The results also
show that the size of a company is not independent of: (i) the educational level of
the accountant; and (ii) the years of professional experience of the accountant. No
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relationship is established between the company’s classification (as listed or
unlisted) and the accountant’s level of familiarity with the application of IFRS. In
addition, correspondence analysis is used to investigate the interdependence and
interaction of all variables. The results of this analysis are presented in an
ascendant hierarchy, thus allowing the variables to be classified into three groups
of interest.

KEYWORDS: international financial reporting standards (IFRS), small and
medium-sized enterprises (SMEs), financial statements, disclosure, harmonization,
Greek accounting standards

JEL classification: M400, M490, M190

Introduction

In the past, the variability of national reporting standards allowed companies to
choose from numerous accounting methods in presenting their financial statements.
This caused uncertainty about the reliability and usefulness of the information
derived from these reports. It was also very difficult to compare the financial
statements of companies situated in different countries. However, since the 1970s,
many European companies, mainly large ones, have recognised the need for a more
comprehensible presentation of their financial statements to international capital
markets (Cairns, 1997).

Within the past two years, spectacular changes have taken place—mostly in the
USA, but also in the European Union (EU)—to boost the confidence of investors
and to facilitate the functionning of money markets. Such changes have become
necessary because of the significant losses suffered by shareholders of certain large
companies—such as Enron and WorldCom in America, and Ahold in Europe.
These losses were caused by a dramatic drop in the stock value of the companies,
which was, in turn, the result of a mis-statement of the companies’ financial
situation as published and checked by chartered accountants. Although there has
been no incident of a similar magnitude in Greece, there have been a lot of
examples of company scandals during the period 1999-2003. The Bank of Crete
scandal was the first that also affected chartered accountants’ job. Some of the
latest examples refer to ETBA Finance and Connection SA, which have given rise
to discussion as to whether there should be any confidence in the independence and
quality of the work of chartered accountants.

Since May 2003 the Sarbanes-Oxley law has come into force in the USA,
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according to which firms of chartered accountants are strictly forbidden from
providing non-auditing services to both their clients and their clients’ subsidiaries
all over the world, without the prior approval of each company’s supervising
board.

The application of international financial reporting standards (IFRS) is easier in
countries that have a history of using financial reporting standards produced
independently by the private sector. In Greece, up to to 1995, there had been no
systematic attempt to force an external audit of the financial statements of large
private companies (Cantzos, 1995). Law 3329/55 introduced the Society of
Chartered Accountants (Soma Orkoton Logiston — SOL) into Greek company law.
Until 1991, the mandatory audit of companies—the main purpose of which was to
guarantee the interests of the shareholders and to monitor overall company
management—was the exclusive privilege of a body of chartered accountants with
an organizational structure reminiscent of a quasi civil service. In 1991 Greece
enacted an independent body of certified chartered accountants under the law. The
incorporation of the EC Eighth Directive into law 1969/91 and decree-law 226/92
allowed private auditing firms to undertake external auditing in Greece (Cantzos,
1995). Law 1969/91 specified that external auditing of firms should be conducted
by members of a new body called the Society of Chartered Auditors (Soma
Orkoton Elegkton — SOEL). It is interesting to note that the nature and the
organizational structure of the SOL were suggested to the Greek government by
British auditors. Since then, demands for disclosure of information to shareholders
and comparability of accounts have led to the idea of applying IFRS.

The application of IFRS will provide a robust set of rules common to all
companies, thus constraining the phenomenon of ‘creative accounting’—whereby
the figures in the annual accounts are manipulated to influence investors’
behaviour.

The number of papers on the application of IFRS in small and medium-sized
enterprises (SMEs) is limited. According to EU L107/30.4.96, small and medium-
sized enterprises are those that employ less than 250 persons and realize an annual
turnover of less than 40 million euros. This paper contributes to an understanding
of this issue with respect to Greek SMEs. Chi-square tests and correspondence
analysis are used to provide some insights into the relationship between the
characteristics of SMEs and the experience, educational level, and knowledge of
IFRS among accountants.

83



EAST-WEST Journal of ECONOMICS AND BUSINESS

Development and adoption of IFRS and accounting harmonization in Europe

The process of harmonization of financial accounting in the European Union (EU)
has its roots in the Fourth Directive (July 1978) and the Seventh Directive (June
1983). The EU’s efforts in accounting are part of a wider effort to harmonize
institutions, irrespective of the size or status of the enterprise (Thorell and
Whittington, 1994). The harmonization of the Fourth Directive and the Seventh
Directive with the national law of every European member state has been the main
focus of interest, and has finally been completed. Table 1 shows the time of
integration of the two directives in the national law of every member state.

The European strategy for accounting harmonization as stated in the document
“Accounting Harmonisation: A New Strategy vis—a—vis International
Harmonisation” (European Commission, 1995) remains one of the most important
developments in the harmonization of accounting during the past decade. The
significance of this strategy was initially recognized by Flower (1997) and Cairns
(1997), and it can now be seen to have led directly to the adoption in law of IFRS
by the EU.

The process of harmonization in financial accountancy within the EU has been
supported by the International Accounting Standards Board (IASB). The European
Commission has proposed that, from 2005 at the latest, all EU companies listed on
a regulated market should be required to publish their consolidated accounts in
accordance with a single set of accounting standards, the IFRS (formerly the
International Accounting Standards)—which are recognized worldwide as the most
reliable international accounting standards.

In September 2003 the European Commission adopted Rgulation (EC) 1725/2003
endorsing certain International Financial Reporting Standards (IFRS) (formerly
known as International Accounting Standards — IAS), thus confirming the
requirement of the general Regulation adopted by the European Parliament and the
European Council in 2002 (EC 1606/2002, also called the “2002 Regulation). The
2002 Regulation requires all listed companies, including banks and insurance
companies, to prepare consolidated statements in accordance with IFRS from
January 2005 onwards. The Regulation also provides to the EU member states a
number of options regarding unlisted companies.
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The adoption in law of IFRS is a vital step towards the achievement of accounting
harmonization within the EU. From 2005 onwards, almost 7,000 listed companies
on the stock exchanges of the EU will be using IFRS. This will mark the transition
from the strategic planning announced in the European Commission document of
1995 to the application of the proposal in 2005.

Adoption of IFRS in Greece

In Greece, publication of company financial statements is undertaken mainly for
taxation purposes. As a result, the image of companies is still dominated by
historical cost valuation. Proposals to move away from the cost concept to some
form of market valuation have been announced and tested. For example, Greek
companies periodically (every four years) need to revalue certain of their fixed
assets in accordance with taxation reporting rules to ensure that their market value
is reflected in their financial reports. However, the cost concept still predominates
in contemporary accounting.

Similarly, little emphasis is placed on the disclosure of information in Greece.
Rather, the accounting presentation of information is directly related to the
demands of taxation legislation. An evaluation methodology has been developed
by Lamb, Nobes and Roberts (1998) to investigate: (i) the relationship between
taxation legislation and practice; and (ii) the relationship between financial
information and practice. According to the methodology, Greece can be classified
in Case IV (‘Tax leads’; in which a taxation rule is followed for taxation purposes
and for financial reporting purposes) or, in some occasions, in Case V (‘Tax
dominates’; in which a taxation rule or option is followed for taxation and financial
reporting purposes rather than a conflicting financial reporting rule). Greece is thus
similar to other countries of continental Europe in which taxation plays a major
role in the drawing-up of financial statements.

In an attempt to regain the trust of international investors, the Greek government
enacted law 2992/2002—which imposed the mandatory application of IFRS by
listed companies from the beginning of 2003. Through this law Greece adopted
IFRS sooner than any other EU member state. According to this law, the
application of IFRS from 2003 onwards was to be obligatory for Greek companies
listed on the Athens Stock Exchange, and optional for companies not listed on the
stock exchange but audited by chartered accountants.

With a more recent law (3148/2003), Greece moved to alleviate potential problems
that might have emerged from its hasty introduction of obligatory IFRS in 2003.
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The balance sheet was deemed to be the only financial statement that listed
companies had to publish according to IFRS by 2003. In practice, this required
only a readjustment of the balance sheet, and not a full application of IFRS as such.
This law (3148/2003) moved Greece a further step towards the establishment of an
Accounting Standardization and Auditing Board. This board, as a statutory body,
was to supervise chartered auditors on the basis of their adherence to regulation
ethics, their ability to perform audits, and the general quality of their work. Until
recently, chartered accountants were supervised only on the basis of their auditing
reports, and not their actions. Only in rare cases of unambiguous ethical violation
would a chartered accountant suffer any penalty. The Accounting Standardization
and Auditing Board has been established with significant powers—such as the
supervision of the proper application of accounting standards, possible
amendments in accounting rules, and the accounting standardization of companies
that must comply with IFRS. The potential benefits include: (i) earlier detection of
defective auditing through random inspections; (ii) encouragement of transparency
and disclosure as a result of the existence of an independent institution; and (iii)
increased investment activity, reinforced through greater trust on the part of
investors.

IFRS, compared to Greek accounting standards, entail different accounting
approaches and settlements in many issues, such as intangible assets, fixed assets
evaluation, depreciation, leasing, long-term receivables, contingencies, project
contracts, subsidies, financial revenues, income taxes and consolidation. The
income statement is particularly affected by IFRS; for instance, according to IFRS,
the consolidated income statement of EFG Eurobank Ergasias for 2004 reveals an
increase of 5 million euros in operating profit, along with a decrease of 28 million
euros in net profit — compared to Greek accounting standards. Therefore, the
negative impact of IFRS on profits can be considered as a possible explanation for
the Greek companies’ postponement of IFRS adoption and implementation.

Literature review

Many studies have focused on the company characteristics that affect the
disclosure of information in annual reports. These characteristics include the
company’s size, leverage, profitability, field of activity, and auditor type. Other
factors include the size of the capital market in which the company operates and
whether the company is listed or unlisted.

Cooke (1989, 1991) and Gray, Meek and Roberts (1995) have observed that the
voluntary disclosure of information and the classification of a company as listed or
unlisted are positively related. Street and Gray (2002) reached the same conclusion
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and added that compliance with IFRS is related to the classification of a company
among those listed on the stock exchange. Chow and Wong-Boren (1987), Cooke
(1989, 1991), and Meek, Roberts and Gray (1995) recognized that compliance with
IFRS is positively related to company size and the company’s listing status.

Belkaoui and Kahl (1978) and Wallace and Naser (1995) have observed a positive
relationship between profitability and the level of disclosure. However, McNally,
Eng and Hasseldine (1982) reported the opposite relationship between profitability
and level of disclosure. Inchausti (1997) and Dumontier and Raffournier (1998)
found no relationship between profitability and the level of disclosure. Street and
Gray (2002) reached the conclusion that profitability is related to the extent of
compliance with the requirements of IFRS.

With respect to a company’s field of activity and the level of information
disclosure (particularly among companies in the industrial sector), Cooke (1989,
1991, 1992), Inchausti (1997), and Gray, Meek and Roberts (1995) have reached
contradictory conclusions.

It has been found that the companies audited by the ‘Big Four’ (Price-Waterhouse-
Coopers, Ernst & Young, Deloitte & Touche, and KPMG) have complied with
IFRS earlier (and to a greater extent) than companies audited by other auditing
firms (Street and Gray, 2002). Earlier studies, such as those of Craswell and Taylor
(1992), Dumontier and Raffournier (1998), and Inchausti (1997) provide some
evidence that the level of disclosure may be associated with the type of auditor.
Moreover, Street and Gray (2002) have shown that compliance with IFRS and the
operation of a company in France, Germany, or any other western European
country are negatively related.

Accountancy needs vary—depending on the size and legal status of a company.
SMEs are not required to provide as much published information as larger
enterprises (Thorell and Whittington, 1994). The usefulness of the Financial
Reporting Standards for Smaller Entities (FRSSE) in drawing-up the financial
statements of small businesses was the main focus of research conducted by John
and Healeas (2000), which was assisted by the Association of Certified Chartered
Accountants. The general conclusion was that the FRSEE represented a
codification (with minor amendments) of existing standards—with more than 700
pages of regulations being reduced to 76. Although this was welcomed by many as
a step in the right direction, others felt that it failed to recognize the fact that small
companies are not scaled-down versions of larger ones, and should not be treated
as such. The majority of those questioned by John and Healeas (2000) believed that
the establishment of such standards was cosmetic only, and did not constitute a
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significant change.

If capital markets are to function effectively, a free flow of information is required.
There is therefore a need for full disclosure of information by listed companies.
However, as John and Healeas (2000) maintained, a similar requirement for full
disclosure does not apply to small companies. Page (1984) conducted research in
the United Kingdom on the significance of annual reports for small companies. His
study suggests that financial statements represent an important source of
management information for SMEs in the UK. Similar studies have been carried
out by Carsberg et al. (1985) and by Barker and Noonan (1996), who reached the
conclusion that the financial statements constitute an important source of
information for management. Chauveau et al. (1996) and Moneva (1993) found
that the financial statements of small companies are more important for
management and the banks (as external users of information). Using a
questionnaire to study United Kingdom companies, Hussey and Hussey (1997)
found that banks and company directors are the main users of the financial reports
of SMEs. McMahon and Holmes (1991) reviewed many studies dealing with the
financial management and reporting practices of small firms in North America and
reached the conclusion that financial reporting practices among small firms have
not undergone any significant changes between 1975 and 1990. McMahon (1998)
found that 84.5% of small manufacturing companies prepared both balance sheets
and income statements, whereas only 79.6% prepared cash-flow statements.
According to this study, SMEs draft their financial statement with a view to
covering the information required by banks and company managers.

Several studies have examined the compliance of SMEs with IFRS in various
countries. These include Switzerland (Dumontier and Raffournier, 1998; Murphy,
1999), Germany (Maria and Ana, 2000), and Bahrain (Joshi and Ramadhan, 2002).
El-Gazzar et al. (1999) examined the voluntary adoption of IFRS by multinational
companies. Murphy (1999) identified some benefits of using IAS by comparing the
differences between the companies that adopted IAS and those that adopted local
standards.

According to the Intergovernmental Working Group of Experts on International
Standards of Accounting Reporting, SMEs in most countries have been required to
conduct their accounting and reporting on the basis of standards originally intended
for larger companies (ISAR, 2001). A coherent three-level framework was
therefore developed to allow SMEs to proceed logically from one level to another
as they developed. Level I included listed companies, which were expected to
comply fully with IFRS requirements. Level II included larger SMEs, for which a
modified set of standards was preferred. Level III concerned smaller entities with
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limited access to accounting expertise. However, each country was free to define
different categories of SMEs in a manner appropriate to its needs.

Methodology

The main focus of the present paper is the application of IFRS to Greek SMEs, and
the level of readiness and familiarity of accountants to undertake that application.
Readiness for IFRS is defined as the capability for full IFRS application, and
familiarity is understood in terms of the entity’s knowledge and competence in
using IFRS.

A questionnaire consisting of 14 questions was sent to the accountants of 70
companies in the beginning of 2003 (before law 3148/2003 brought about a partial
postponement of the IFRS implementation for one year). The questionnaire was
divided into four main groups of questions: 1) Group A contained introductory
questions in order to establish the company’s profile (e.g. annual turnover, listing
status and activity sector), 2) Group B helped us find out whether the companies
are ready to use IFRS, 3) Group C investigated the accountants’ degree of
familiarity with IFRS and 4) Group D inquired a precise measurement of
accountants’ knowledge of IFRS. Responses reflected the accountants’ readiness
for, and familiarity with, IFRS—as assessed on a five-level Likert-type scale.

Sample selection was based on a non-probability judgment selection. Of the 70
questionnaires, 62 were returned completed. The companies of the sample were
categorized into: (i) those listed on the Parallel market of the Athens Stock
Exchange (which requires equity capital greater than €2.9 million); and (ii) those
that were unlisted (but being audited by chartered accountants). In the first
category, all 24 companies responded (response rate 100%), but two of them had to
be removed from the sample because they could not be characterized as SMEs. In
the second category, 46 questionnaires were sent out and 38 completed
questionnaires were returned (response rate 82.6%).

Results

Classification of company and readiness for application of IFRS

Table 2 shows the level of readiness for application of IFRS among listed and
unlisted companies. Readiness for IFRS was characterized by the respondents as
either “very little” or “non-existent”. The other three alternatives (“medium”,

“good”, and “very good”) have been omitted from the table because they were not
selected by any respondent.
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There was a statistically significant relationship (p < 0.05) between the
classification of a company (whether listed on the stock exchange or not) and the
level of readiness for application of IFRS

Turnover and readiness for application of IFRS

Table 3 shows the level of readiness to apply IFRS in relation to company
turnover. Three of the five levels of readiness from the Likert scale are again
omitted from the table because the other two levels of readiness covered all
responses. Turnover was categorized as follows: (i) 0—€2.4 million (ii)) €2.5
million—€6.9 million; and (iii) €7.0 million—€14.9 million. No company had a
turnover greater than €14.9 million. Table 3 contains a total of 58 answers instead
of 60, because 2 companies refused to reveal their annual turnover.

A statistically significant relationship (p < 0.05) was found between the size of the
company and the degree of readiness for the application of IFRS. It is apparent that
companies listed on the stock exchange were most prepared for the application of
IFRS. Similarly, medium-sized companies were more prepared than small ones.

Activity sector and level of readiness for application of IFRS

Table 4 shows the level of companies’ readiness for the application of IFRS
according to their classification in a particular field of activity (industry sector,
trade sector, or services sector). As with the previous tables, three of the five levels
of readiness from the Likert scale are omitted from the table because the other two
levels of readiness covered all responses. Activity sector was assessed in two main
groups of SMEs: (i) those engaged only in manufacturing activity; and (ii) those
with mixed activity in manufacturing, trading, and services.

A statistically significant relationship (p < 0.05) was established between company
classification in certain sectors (especially in the industry sector) and the level of
readiness to apply IFRS. Industrial companies are more prepared for the
application of IFRS than other companies.

Educational level of accountants and company turnover

Table 5 shows the educational level of accountants who work with small and
medium-sized businesses in the sample. Educational level was classified in three
categories: (i) accountants with a master’s degree; (ii) accountants with a
bachelor’s degree; and (iii) accountants with a diploma from technical university.
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Turnover levels were classified in the same way as in Table 3. It is noted that the
following table contains a total of 58 answers instead of 60, because 2 companies
refused to reveal their annual turnover.

There was a statistically significant relationship (p < 0.05) between companies with
larger turnover (medium-sized companies as opposed to small companies) and
accountants of a higher educational level (a postgraduate or doctoral qualification).
It is apparent that accountants possessing formal qualifications (university degree
or postgraduate diploma) are employed by companies who have a larger turnover.

Work experience of accountants and company turnover

Table 6 shows the years of work experience of accountants who are employed by
small and medium-sized companies in the sample. Despite their size, all the SMEs
of the sample employed accountants with 5 years of experience or more. The
accountants’ experience was categorized into five groups: (i) 5-10 years; (ii) 11—
15 years; (iii) 16-20 years; (iv) 21-30 years; and (v) 31 years or more. Table 6
contains a total of 58 answers instead of 60, as it has already been stated that 2
companies refused to reveal their annual turnover.

A statistically significant relationship (p < 0.05) was established between
companies with large turnover and accountants with the longest work experience.
It is apparent that accountants with the longest professional experience are
employed by companies with the largest turnover. Certainly, the employment of
experienced accountants by companies with large turnover emerges as a result of
the companies’ ability to provide high financial rewards.

Accountants’ familiarity with IFRS and classification of company

Table 7 shows the level of familiarity with IFRS among accountants and the
classification of a company (whether listed on the stock exchange or not). A five-
level Likert-type scale was used to characterize familiarity as: (i) excellent; (ii)
very good; (iii) medium; (iv) poor; or (v) very poor. The last three categories
covered all responses, and the first two levels were therefore omitted from the
table.

No statistically significant relationship was found between a company’s
classification (as listed or unlisted) and the level of familiarity with IFRS among
accountants (p > 0.05). It is apparent that if the accountants of SMEs have
insufficient knowledge of IFRS, this is irrespective of whether they are employed
by a listed company or a non-listed company.
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Overall assessment of variables

Having assessed the variables in pairs by chi-square tests (as discussed above), a
holistic assessment of the interdependence of all variables was undertaken using a
Burt matrix. The latter is a method of correspondence analysis expressed as a
general contingency table of all variables in pairs (see Table 8). If X, X,, ..., Xp
are the categorical variables that characterize a population of n, then K (X, X)) is
the contingency table of Xy and X variables. For example, contingency table K
(X5, X;) crosses variable X, with itself. All contingency tables K (X;, X;) that
result from variables X;, X,, ..., Xp, are ranked in a matrix of matrices B of the
following form:

X | X, . X,

X, [KX,X) KX,X,) ... K(X,,X,)

g Ko | KX K(XG.X) K(X,,X,)
X, | KX, X)) K(Xp,X,) ... K(X,,X,)

Table B is called Burt Matrix and represents all contingency tables that result from
variables X, X,, ..., Xp in pairs.
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The research was completed by classifying the data in three discrete groups (Group
1, Group 2 and Group 3). The following categorization becomes apparent using
classification in an ascendant hierarchy. The latter provides the possibility of
grouping a total of 20 variables into 3 groups which is the most satisfactory option,
because both the cohesion of the variables in each group and the discernibility
among the three groups have been accomplished.

e Group 1: Accountants with work experience of 31 years or more (M65) who
were employed in companies that: (i) were listed in the stock exchange (M11); (ii)
had mixed activities (M42); and (iii) have a turnover in the range €2.5 million—€6.9
million (M32).

e Group 2: Accountants with 21-30 years of work experience (M64) who: (i) had
a relatively low level of readiness for the application of IFRS (M22); (ii) had a
postgraduate level of education (M51); (iii) had a medium level of familiarity with
IFRS (M71); and (iv) were employed in companies with high turnover (€7.0
million—€14.9 million) (M33).

e Group 3: Accountants of limited experience and educational attainment
employed in non-listed companies (M12) with small turnover (M31) and mainly
manufacturing activities (M41)—the limited work experience and educational
characteristics of these accountants being as follows: (i) no readiness for the
application of IFRS (M21); (ii) very little work experience (M61), little work
experience (M62), or medium work experience (M63); (iii) a diploma from a
technical university (M53) or a university (M52); and (iv) very poor familiarity
with IFRS (M73) or a poor degree of familiarity with IFRS (M72).
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The first three columns of Table 10 are explained in further detail: (a) Index F1
represents the coordinates of the spots’ projections on the first factorial axis, (b)
Index COR represents the angle created by the spot and the first factorial axis, (c)
Index CTR represents the spot’s contribution in creating the first factorial axis.
Index CTR has particular importance; large CTR means that the spot contributes to
the phenomenon’s main direction. The next set of three columns in the Table refers
to the second factorial axis and so on.

The main direction of the dispersion (first factorial axis) is mostly due to the
following variables:

M11 (CTR 174): companies listed on the stock exchange;

M31 (CTR 103): small turnover (0—€2.4 million);

M32 (CTR 130): medium turnover (€2.5 million—6.9 million); and
M42 (CTR 88): mixed activity.

In the second main direction of the dispersion (second factorial axis), the following
variables made the most significant contribution:

M33 (CTR 146): high turnover (€7.0 million—14.9 million);
M65 (CTR 131): working experience of 31 years or more;
M71 (CTR 130): medium level of familiarity; and

M353 (CTR 118): educational level of technical university.
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Conclusions

Since January 2005 all European listed companies are obliged to prepare their
financial statements in compliance with IFRS. So far little attention has been
directed toward the impending impact of IFRS on the millions of unlisted
European companies, which range from very large businesses to small owner-
managed entities.

The European Commission believes that all European companies should follow the
path of the IFRS. Thus, it has removed a series of legal obstacles regarding
convergence, but the main responsibility has been left to national bodies that
establish standards. Each member state will move at different speeds on the issue
of converging national standards with IFRS for unlisted companies.

An unresolved issue is the extent to which IFRS should be altered in order to be
adopted by small and medium-sized enterprises. The main objective of IFRS is to
meet the information needs of investors in international capital markets, thus
standards are increasingly designed to fulfil that role alone. However, the vast
majority of the six million entities in Europe are small and privately-owned.
Hence, any reporting system ought to be relevant to their needs and
comprehensible to their users. Until now, key figures in international accountancy
regulation have given little encouragement regarding the formation of a set of
standards that are adapted to the needs of the European SMEs.

The conference‘Beyond 2005: Financial Reporting by EU Private Companies’,
organized by the Association of Certified Chartered Accountants, unanimously
agreed that the current form of IFRS is inappropriate for small companies.

According to a survey conducted by the Institute of Chartered Accountants in
England & Wales (ICAWE), a diverse sample of unlisted SMEs was examined.
Findings reported limited awareness as far as the introduction and implications of
IFRS are concerned; 52% of the companies rated their understanding of IFRS as
either ‘fairly poor’ or ‘very poor’. Almost a quarter of all respondents felt that
IFRS were not applicable to their business. The survey highlighted that this part of
the respondents included mainly small companies. Nearly half (47%) of the
respondents that declared applicability of IFRS to their entities felt that they were
unprepared for the introduction of IFRS. Issues raised by the study by ICAEW are
not far from the findings which emerge from our research concerning Greek SMEs.
Apparently, neither Greek SMEs nor their accountants seem prepared for the
adoption of IFRS.
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The study concludes that the level of readiness of accountants for the
implementation of IFRS in small and medium-sized Greek businesses is not
independent of the classification of the company (as listed on the stock exchange
or not). Similarly, the accountants’ level of readiness is not independent of the size
of the company (as measured by turnover) or the sector of activity in which it
operates.

In contrast, the level of familiarity with IFRS among accountants who are
employed in SMEs is independent of the classification of the company in which
they are employed (as listed on the stock exchange or not).

The holistic assessment of the interdependence and interaction of all variables has
shown that accountants who are employed in SMEs are unable to meet the
demands of IFRS. This final conclusion indicates that Greek SMEs are unprepared
for the full implementation of IFRS.
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