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Abstract 

 

Under de senaste decennierna har den finansiella globaliseringen ökat, vilket har lett till 

ekonomiska och politiska förändringar, samt en ökad global konkurrens. Dessa förändringar 

har i sin tur lett till ett större krav på hög kvalitet av bokföringsprinciper.                                        

Då olikheter inom exempelvis legala, politiska, ekonomiska och kulturella faktorer har lett till 

utvecklandet av olika bokförings principer i olika länder, kan det i nuläget vara svårt för 

investerare och externa aktörer att förstå och bedöma finansiella rapporter länder emellan. 

Således hade det underlättat med gemensamma bestämmelser av bokföringsprinciper, vilket 

hade ökat jämförbarheten, relevansen samt trovärdigheten av företag som verkar inom samma 

marknad men är baserade i olika länder. Eftersom ett av Europeiska Unionens mål är att 

främja en enda gemensam marknad, vilket görs genom att harmonisera lagarna 

medlemsstaterna emellan, så har EU även introducerat en harmonisering av bokföringslagar. 

Harmonisering av redovisningssystemen är nödvändigt för att uppnå en enda gemensam 

marknad inom EU. Arbetet mot en harmonisering av redovisningssystemen startade redan i 

slutet av 50-talet när EU bildades, men är fortfarande inte helt utvecklat.                                      

Syftet med denna uppsats är att beskriva vad brittiska revisorer tycker om den finansiella 

harmoniseringen av redovisningsprinciper. Målsättningen är att utifrån denna undersökning 

kunna svara på huruvida harmoniseringen är fördelaktig för börsnoterade företag i 

Storbritannien, enligt revisorers åsikt. Studien har bedrivits med en kvalitativ uppläggning. 

Efter att ha studerat befintliga teorier och information på området, genomfördes en empirisk 

undersökning genom omfattande intervjuer via telefon med två revisorer i Storbritannien. 

Utifrån vår undersökning kom vi fram till att våra två respondenter över lag har en positiv 

inställning till harmoniseringen samt att de anser harmoniseringen vara fördelaktig för 

börsnoterade företag i Storbritannien, men att implementeringen av de standardiserade 

redovisningsprinciperna är förknippad med ett flertal svårigheter, framför allt en hög kostnad. 

 

 

Keywords: 

Accounting harmonization, accounting standards, Accountants, EU, EU directives, IFRS, 
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Glossary 

Accounting: The practice mainly concerned with recording transactions, keeping financial 

records, advising on taxation matters and to report and analyze financial information to the 

management of a company (Business Dictionary, 2011). 

 

Accounting Standards: Principles that must be applied to all financial statements in order to 

present a true and fair view of a company‟s financial position. Accounting standards also 

makes the comparison of financial statements between companies possible (Business 

Dictionary, 2011). 

 

International Accounting Standards (IAS): Principles, established by the International 

Accounting Standards Committee, that provide the underlying framework for the presentation 

of financial statements (OECD, 2004).   

 

Convergence: The occurrence of two or more separate factors coming together (Business 

Dictionary, 2011). 

 

Financial Accounting Standards Board:  Independent US body who have established the US 

GAAP. The comparable UK body is Accounting Standards Board (Business Dictionary, 

2011). 

 

Financial Statement: A summary report that shows a company‟s current financial position 

and reveals how the company has used funds that has been entrusted to it by its lenders and 

shareholders. There are three fundamental financial statements: the balance sheet, the income 

statement and the cash flow statement (Business Dictionary, 2011) 

 

Harmonisation: Generally an adjustment of differences (Business Dictionary, 2011). 

Harmonisation is an adjustment of accounting standards that vary between countries. 

Multinational company: A company operating in several countries but only managed from 

one, i.e. the company‟s home country (Business Dictionary, 2011) 

 

http://www.investorwords.com/9246/comparable.html
http://www.businessdictionary.com/definition/accounting-standards-board-ASB.html
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1. Introduction 

 

In this chapter a description of the background of the problem and discussion will be 

given in order to give a quick insight to the chosen subject. 

 

1.1 Background to the problem 

 

Accounting and Financial reports are sets of techniques used as a tool to control and report on 

the business bodies‟ financial resources (Beke, 2010). Accounting policies in countries are 

influenced by social, cultural, legal, political and economical factors, which have been built 

up and developed for many years (Radebaugh et al, 2006).  The differences in cultural, social, 

legal and political and economic factors have led to the development of different accounting 

policies and standards in different countries.  

 

Financial globalisation means that the interaction of all financial markets makes the markets 

dependent on each other (Arestis, et. al, 2005). The increased financial globalisation during 

the last decades, have led to changes in the business and political areas, an increased global 

competition and the improvement of technology. (Security and exchange commission, 2000). 

The financial globalisation has led to requirements of among other higher quality on 

accounting standards (MPRA, 2007). The requirements for higher quality on accounting 

standards are based on the fact that the differences in accounting policies in countries are 

making it difficult for investors and external actors to get an understanding and judge the 

accuracy of the annual- and other financial reports and are also raising questions about 

companies‟ credibility. (Security and exchange commission, 2007). Hence, mutual 

agreements on accounting standards would increase the comparability, consistency, relevancy 

and reliability of companies which are operating in the same market but are based in different 

countries (Whittington, 2005). Mutual agreements will also lead to more efficient cross-

border programmes since it will reduce the amount of accounting and financial information 

needed (SEC, 2007). 

 

One of the fundamental objectives of the European Union (EU) is to promote a single market 

which is done by harmonise the laws of the EU‟s member states by introducing regulations 

for the member states to follow (Forex news, 2010). Effort is being made to harmonise and 
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regulate accounting and company laws in order to protect the companies that are operating in 

the EU and increase the liability of their annual reports. The word harmonisation has been 

defined as a way to decrease the variation in practices and increase the compatibility (Nobes, 

1990 through Paisey and Paisey 2004). By harmonising the financial reports international 

investors, analysts, governments, trade unions etc will benefit in the sense that it will increase 

their understanding of companies‟ financial reporting and therefore help the stakeholders in 

making decisions and evaluating the company (Paisey and Paisey, 2004).  A harmonisation of 

financial reporting is seen as significant since a European single market cannot be fully 

achieved with considerable differences in accounting reports of the member states which is 

seen as a barrier to trade (Nobes and Parker, 2002). Therefore, harmonisation seeks to reduce 

the differences between systems, but harmonisation does not mean that all the differences will 

be taken away (Paisey and Paisey, 2004).  

 

After the World War II the European Community now called the European Union (EU) was 

developed through the establishment of the Treaty of Rome in 1957 (Temel-Candemir, 2005).  

It was during that time that the work of the harmonisation of national regulations started. The 

member states agreed on harmonising their company laws to “co-ordinate the 

safeguards…for the protection of the interests of members and others…with a view to making 

such safeguards equivalent” (Treaty of Rome Article 52 to 54 cited in Temel-Candemir, 2005 

p. 92). The basis for the agreement was that a harmonisation of the company- and main 

financial accounting laws will benefit shareholders and other stakeholders both within and 

outside of the EU (Temel-Candemir, 2005). Increased comparability of financial accounts 

between companies will promote and facilitate the comparison of European companies‟ 

performance. Accounting harmonisation was meant to be achieved through a number of 

company law directives issued by the European commission to be implemented by all 

member states. However, the harmonisation of the accounting policies is not yet fully 

developed; this is due to the substantial differences in the EU member states‟ accounting 

policies and practices (ibid). 

 

It is important to remember that the EU is issuing directives instead of regulations. The 

difference is that with directives member states have a room to individually interpret and 

legislate rather than being consistently implement them which is the case with regulations 

(ibid). EU‟s Company Law Directives and accounting harmonisation include directives for 
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areas such as; accounting, Mergers, company formation, directives for listing of companies 

etc. However, the directives that are considered to be most relevant and crucial for the 

accounting harmonisation are among others the fourth and the seventh directive. The fourth 

directive is mainly concerned with accounting rules and norms for limited companies while 

the seventh directive is complement of the fourth directive including consolidated accounts.  

 

1.2 Problem Discussion  
 

Traditionally, the differences in accounting policies and regulations in Europe have been 

substantial; these differences include variations in areas such as legislations, accounting 

standards, rules etc. (Zentes, 2006 and Blake, et al, 1997). Two countries can be used as an 

example to show the extent and the substantial of the differences; Sweden and the UK. While 

the Swedish accountancy principles are highly influenced by government‟s laws and rules 

which are characterised by among other a strong link between taxes and accountancy 

regulations. This means that a company will pay taxes dependent on the yearly declared 

profits (Thompson, 2007). The system includes different exceptions where companies can 

reduce the declared profits by moving a certain percentage to an accounting entry called 

untaxed reserve. This is a way to split taxes to be paid between good and bad years. This 

policy is unique and mainly used by Sweden (ibid).The UK does not have such a link and 

more importantly tax rules are separated from the accounting rules. The British emphasis is 

that the annual reports should be fair while the Swedish reports emphasise legal aspects 

(Blake, et al, 1997). 

 

The financial accounting in Europe has for a long time been seen as divided in two main 

groups: One of the areas with a strong influence from American and British accounting, and 

another area with an accounting tradition influenced by central Europe, primarily Germany. 

European countries which are considered to be part of the Anglo-American accountancy 

tradition, besides the UK, are Holland and Ireland. The central European group typically 

includes France, Italy, Belgium and Spain among other countries.  

However, Sweden together with the other Nordic countries, are usually seen as an own group 

of accountancy traditions lying in between the two major groups (Radebaugh et al, 2006 p. 

65) 
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The Anglo-American accounting principles are mainly influenced by private standards such 

as “case law decisions” set by accountants and “setting bodies”, rather than set by laws. Also, 

there is no connection between accounting and tax reporting in the financial reporting. The 

central European accounting principles focuses more on set legislation and code laws. It also 

includes a strong link between taxes and accounting rules (Zentes, 2006, p. 57) 

 

The European Union (EU) is promoting and working towards harmonising accounting and 

financial differences that traditionally exist in the member states. The aim of this paper is to 

get an understanding of what British accountants think about the accounting and financial 

harmonisation for listed companies in the UK. 

 

According to Elliott and Elliott (2008) in listed companies it is shareholders that own the 

company. As there are a range of shareholders with different knowledge of how to run a 

company implicate the importance of having directors that are passed over the responsibility 

of taking care of the company (Elliott and Elliott, 2008). The directors‟ role is to manage the 

company in order to maximise shareholders‟ return on the capital invested (ibid).  The 

“disclosure” of the information on profits and return on invested capital will be presented in 

the company‟s financial reports (Elliott and Elliott, 2008 p. 765). Accountants are an 

important asset for companies as they work as “ethical guardians” making sure that the 

companies‟ actions and practices are carried and to make sure that the company is functioning 

ethically (Elliot and Elliot, 2008, p. 862). Accountants possess characteristics that will allow 

them to practice their role as “ethical guardians” as they have accountants are trained and 

hence have the skills to practice control, accountants are also trained to follow rules and to 

make sure that the company follow and obey these rules and regulations (Elliott and Elliott, 

2008).  
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1.3 Problem formulation 
 

What do British accountants think of the accounting and financial harmonisation which 

applies to listed companies in the EU? 

 

1.4 Purpose 

 

The Purpose of this study is to get an understanding of what British accountants think about 

the accounting and financial harmonisation that applies for all listed companies in the EU and 

hence in the UK. Furthermore, the purpose is to, through the theoretical and the empiric 

research, to be able to draw a conclusion on how British accountants perceive the accounting 

harmonisation in the EU, and how they believe the process affects listed companies in the UK 

based on the opinions of our two respondents; Accountant A and Accountant B. By only 

interviewing two accountants we will not be able to draw a conclusion on whether the 

harmonisation process is beneficial or unfavourable for the listed companies in the UK, nor in 

the EU. In order to be able to draw such conclusions, a more extensive study has to be made. 

The study would have to include a larger amount of interviews, which have to be made with 

both accountants and key people working at the listed companies involved in the process. Due 

to the limited resources and time, we were unable to fulfil the assumptions required in order to 

pursue with such an extended study. 

 

The choice to base this study on the thoughts and opinions of British accountants is based on 

the fact that during the time of the study we were living and studying in the UK. However, 

another reason that made the focus on Britain even more interesting, is that the UK has almost 

280 000 accountant which makes them the country with among the highest number of 

accountants per capita in the world (Sikka, 2009).  
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2. Research Method 

 

 

In this chapter, a description will be given on the method used in this paper and our choice of 

research method used to collect data. It will also be described how the interviews with our 

respondents are composed and how valid and reliable the collected information can be 

considered to be. The reasons to the choices we have made will also be explained. 

 

 

2.1 Purpose of research 
 

There are several reasons to do an empirical research, but common for all empirical 

researches is that they aim to generate and develop new knowledge (Jacobsen, 2002). There 

are two different types of knowledge: Describing and Explaining knowledge. The 

significance of the describing knowledge is that the researcher aims to get a better 

understanding of a certain phenomenon.  

As the purpose of this paper is to describe British accountants‟ opinions and thoughts about 

the accounting harmonisation and whether they believe that the accounting harmonisation is 

beneficial for listed companies in the UK, and not to be explaining the reasons and the cause 

behind the development of the accounting and financial harmonization, it can be argued that 

the aim of this paper is to develop describing knowledge (Jacobsen, 2002). By describing the 

opinions of the British accountants we aim to get a deeper and more detailed understanding of 

the harmonization and its implications.   
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2.2 Choice of research methods 

 

2.2.1 Qualitative research method 

 

There are two different methods to be used when collecting information for a research: a 

quantitative method or a qualitative method (Jacobsen, 2002).  

This paper is based on a qualitative research method, and the information is collected in 

accordance to the principles of this method. 

 

The purpose and aim of this paper is to give a brief outline of EU‟s work to harmonize 

accounting and financial laws and practices within the European Union, and to understand 

and explore the opinions of British accountants‟ about the accounting harmonisation and 

whether they believe that the accounting harmonisation is beneficial for listed companies in 

the UK. As the already existing information on this topic area is not sufficient in terms of the 

accountant‟s opinions, we chose to use the qualitative research as it is more appropriate when 

the purpose of the research is to develop new and unknown knowledge.   

In the cases where the aim of the paper instead is to explore the extent of a problem that has 

already been researched and that one already have sufficient knowledge about, a quantitative 

method will in those cases be more appropriate (Jacobsen, 2002).   

 

Closeness between the researcher and the respondents i.e. the two accountants is important for 

this paper as the aim is to collect unique and detailed information from each accountant. The 

closeness to our respondents helped us achieve the deep information we were aiming to 

collect as it allowed us to keep in touch with the respondents to get additional information 

throughout the process of analyzing the data. The qualitative research method helps provide 

this type of closeness (Jacobsen, 2002) and therefore the choice to of using the qualitative 

research method is strengthened.  

 

Openness is a key feature of the qualitative approach (Jacobsen, 2002). Our research paper is 

based on open individual interviews. We have a handout structure with the questions that we 

would like our respondents to answer and discuss, but we are leaving room for follow-up 

questions that might arise during the interview. The interview questions is open interview 

questions, which mean that the answers are recommended to be explained and discussed 
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rather than answered with a “yes”, “no” or “maybe”. By using open interview questions the 

research is giving the respondents the possibility and the freedom to decide the type of 

information that will be collected, as we want the respondents to provide their individual 

opinions, views and unique interpretations of the issue. The respondent‟s individual opinions 

are crucial for our research as we aim to get as close as possible to reality and to understand 

how the harmonization affects listed companies in their everyday work.  

 

Furthermore, the aim of this research is to bring out as many aspects and opinions as possible 

from only two information providers; two British accountants. Hence, our choice of using the 

qualitative method is supported by Jacobsen (2002) as he argues that a qualitative method 

concentrates on a few units and aims to bring out many different aspects to the problem.  

We tried to avoid the risk of our research becoming too shallow; therefore we chose the 

qualitative instead of the quantitative research method. With a quantitative research method, 

the research focuses more on the quantity of respondents rather than on the quality of the 

information given (Jacobsen, 2002).    

 

2.2.2 Deductive or Inductive approach 

 

The difference between an inductive and a deductive approach is the extent of their openness 

to new information (Jacobsen, 2002). By choosing not to categorize the information before 

collecting it, having open telephone interviews and giving our two British accountants a 

chance to freely express their opinions and thoughts we will give them the freedom to provide 

us with information on the topic that we previously did not have. We aimed to be open to new 

information and hence our research has an inductive approach.  

Interviews are also connected with problems concerning the researcher not being able to be 

fully open and for that reason there is a risk that the interviews might be subjective (ibid). 

During the interviews our aim was to be as open as possible, keeping the risks in mind and 

trying to avoid being subjective. 

It can be argued that this research also is slightly deductive as the gathering of existing 

information on the accounting harmonization within the EU was needed in order to get the 

knowledge needed to be able to carry out the interviews. It is likely that this existing 

information or our interpretations of the information have affected the interviews.  
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However, in a pure form of the deductive approach, the researcher categorize the information 

before it is collected, which is not the case in this research paper (Jacobsen, 2002).  

 

 
2.2.3 Intensive or Extensive layout  

 

As this research aims to explore as many aspects and features as possible from only two 

respondents, it has an intensive layout. We are aiming to get in-depth information and a clear 

understanding about what the accountants actually think about the accounting harmonisation 

and how beneficial they believe that the harmonisation is for the listed companies in the UK 

(Jacobsen, 2002). In order to achieve in-depth information our aim is to find individual 

variations and differences in the interpretations of the accounting harmonization between our 

two respondents. The focus is on getting the accountants‟ unique interpretation of the 

harmonization and of the questions. This will help us see differences in opinions that might be 

crucial to understand.  

For a research to be extensive it needs to be broad, which requires that information has been 

collected from many information providers (Jacobsen, 2002). It would be idealistic to have 

both an intensive and an extensive layout, but due to lack of time it would be close to 

impossible for our research. 

As we wanted our research to have depth and our interviews to be thorough, our interviews 

were resource-demanding in a sense that they took a lot of time, both to prepare and to go 

through with. The detailed and complex information that we collected from the interviews 

also requires a lot of work to analyze. Due to these reasons we chose to focus on only two 

respondents and not to give this paper an extensive layout as it would take us to much time. 

 

2.3. Data collection 
 

According to Jacobsen (2002) there are two different types of information. Primary data is 

information that is collected for the first time and is collected straight from persons or groups 

of persons. The primary data is collected though methods such as interviews and observations.  

Secondary data is not collected straight from the source by the researcher. Instead the 

researcher uses information which has already been collected by others. It is idealistic to use 

both types of data in a research as different types of data can support each other and therefore 

strengthening our final result (Jacobsen, 2002). 



Marianne Mehanna  890302-4621 

Rebecca Pettersson  881213-2705 

 

 16 

2.3.1 Primary data 

 

The primary data in this paper is collected from thorough open individual interviews as both 

openness and closeness are crucial elements in order to get a detailed understanding we are 

aiming for. The primary data for this study was collected by interviewing two different 

respondents; two British accountants in order to get their opinions on the accounting 

harmonisation.  

2.3.3 Empirical selection of respondents 

 

Our respondents are two British accountants, educated and currently working in the UK. Both 

the accountants interviewed are males. In the empirical research where the interviews will be 

discussed and presented the respondents will be referred to as: Accountant A and Accountant 

B. The reason for referring to the respondents as A and B is due to the fact that both 

respondents were very careful in giving us personal information about them and asked to be 

anonymous. To make sure the accountants‟ individual opinions and thoughts are not confused 

with the opinions of the companies they work for, we also choose not to mention the names of 

the companies. 

Accountant A, is a 28 years old male, who studied accountancy during his undergraduate 

education and has also a masters in accountancy.  

Accountant B, is a 45 years old male, who also studied accountancy during his undergraduate 

education. However, he doesn‟t have a master in accountancy as he got his first accounting 

job a few months after graduating. 

 

The reason for choosing these respondents is that they are both working with accountancy in 

an international field.  They both work for international accountancy firms operating in 

several different countries. This made the respondents especially interesting to us as we 

believed they would have adequate knowledge and experience for the topic. 

We got in contact with the accountants through recommendations and suggestions from our 

tutors and friends at the University of Lincoln. Both Accountant A and B were firstly 

contacted through emails in order to get ask if they would be able to complete the interviews. 

Before completing the interviews it was important for us to interview accountants that know 

what the harmonization is about and that have some sort of experience from working with it. 

Therefore in our first email to the accountants we asked them about their knowledge on the 

subject, if they were aware of the changes and if they had time to complete the interview. 
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The decision to implement to interviews by phone was based on the lack of resources and 

time that both the accountants referred to.  

 

We found it interesting to interview two different accountants in different age groups, as we 

hoped that this would provide the opinions of the older and younger accountants. 

We have chosen to limit the study by mainly focusing on interviewing two British 

accountants about their opinions on the accounting harmonization and how beneficial they 

believe the accounting and financial harmonization to be for listed companies in the UK. 

Hence our study is geographically limited to the UK.  

Also, we have narrowed the study further by only focusing on accountants that work with 

listed companies, as it is mainly these accountants that will have the knowledge that we will 

need to complete this study. We chose to focus on listed companies rather than including all 

different company sizes, based on the fact that most of the directives, regulations and laws 

that have been developed are rather addressed for listed companies. Also, we chose to not 

include different industries and markets due to lack of time and resources. Another reason for 

our choice is that it is especially interesting for listed companies‟ stakeholders to know that 

the reports are being consistent, true and valid (Beke, 2010).  

Further restriction have been made in the study where we have chosen to only generally 

describe and explain the financial harmonization process and for that reason no detailed 

information will be provided about the different regulations and standards developed by the 

IFRS.  

 

 

2.3.4 Interview method 

 

In this paper the data was collected trough open individual interviews. This means that during 

the interviews we had an open discussion around the topic area but chose to have pre-prepared 

questions as a guideline.  

The open telephone interview was found most appropriate for our research as both openness 

and closeness is important to achieve the thorough and detailed understanding of the 

respondent‟s views and opinions that we were aiming for. 

Initially we intended to apply face to face interviews with the respondents, which would have 

given us the possibility to observe how the respondents acted and behaved during the 
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interview and how the respondents reacted to the questions (Jacobsen, 2002). However, due to 

that both the accountants preferred having the interviews over the telephone due to lack of 

resources and time and the fact that telephone interviews is less time and resource consuming 

for both the interviewer and the interviewee; the interviews were carried out over telephone. 

The interviews were prepared by giving the two respondents guideline questions one day 

before the actual interview. The decision to do so was to give the respondents a chance to 

prepare for the interview which we hoped would bring out more information from the 

respondents and to avoid misunderstandings.  

 

Although the interviews were open we preferred having a structured pre-pared guideline with 

questions (The pre-prepared questions can be find in the appendix). By having an interview 

guide we ensured that the topics that were intended to be discussed actually were discussed 

during the interviews (Jacobsen, 2002). Hence, the purpose of our interview guide was not to 

restrict the respondent from expressing himself freely but to ensure that the intended topics 

were brought up. The questions in our guideline were created with the theoretical framework 

as a foundation. After studying the existing information around the topic accounting 

harmonization, we had a good idea about what questions we wanted to discuss with the 

respondents.  

 

It was not decided beforehand how long each interview would be. Nevertheless, we did not 

want each interview to exceed one hour as a long interview might lead to lack of focus from 

both the respondent and the researcher and because we are aware that the accountants might 

not have that free time during their working hours. Instead it was decided that a follow-up 

interview could be required to bring out all the relevant information which are respondents 

agreed on. Both our main interviews lasted approximately 40 minutes. However, we soon 

recognized that in order to get the in-depth information that is needed to carry out the study, 

we had to make follow-up interviews. Two follow-up interviews with each accountant were 

carried out in order to get the most detailed information that the accountants could provide 

and the most out of each of the interviews. 

 

We did not record any of the interviews. As we carried out our interviews over the telephone 

it was difficult to find a way to record the interviews, thus we had to rely on taking detailed 
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notes throughout the interviews. Furthermore, we had the possibility to contact our 

respondents for follow-up interviews and questions. 

 

2.3.5 Interview effects 

 

The choice of interviewing our respondents over telephone rather than face to face causes 

risks (Jacobsen, 2002). It would appear to be easier for most people to obtain personal contact 

and to discuss sensitive subjects when talking to the researcher face to face. To avoid this risk, 

we ensured the respondents that their opinions and thoughts and their names would remain 

anonymous. Another risk that might affect the result of this research is that the choice of 

telephone interviews prevents us from observing how the respondents react to the discussed 

subjects (Jacobsen, 2002). As a consequence, we lose the opportunity to notice if and when 

the respondent feels uncomfortable, etc. This could lead to the respondent becoming a less 

useful source.  

However, the choice of interviewing the respondents over telephone also has its advantages. 

The physical presence of the researcher might affect the respondent‟s behavior during the 

interview (Jacobsen, 2002). With the physical presence of the researcher, it is possible that the 

respondents would get the impression, through our body language or facial expressions, that 

we are bored or not satisfied, which might make the respondent feel uncomfortable or trying 

to come up with something else than the truth to satisfy the researcher. Our choice of 

telephone interviews lowers the risk of giving the respondent these types of impressions 

As we did not record any of the interviews, there is a risk that we have missed out on some of 

the information given during the interviews as we were not able to listen to the interviews 

again. However, if we had used a recorder there is a possibility that we would have made our 

respondents uncomfortable as some people react negatively on knowing they are being 

recorded (Jacobsen, 2002) 
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2.4 Validity and Reliability 
 

A research is a method to collect empirics. According to Jacobsen (2002), the empirics are 

required to be valid and reliable. That the empirics are valid indicates that the research 

collects the information that it is intended to, that the collected information is accepted as 

relevant and that the information that is collected from a few refers to several (Jacobsen, 

2002). That the empirics are reliable indicates that the research can be trusted. To achieve 

this, the research process must be done in a trustful way. Hence, a research is expected to give 

a result that shows what it was intended to show and that can be trusted (ibid). 

Our intention was to obtain the “real” understanding of the harmonization process. Through 

letting the respondents freely create their own answers during the interviews without being 

imposed with any given answer alternatives, we aimed to collect the intended information. 

However, the intention of this paper is not to generalize the information collected from our 

respondents to all accountants in general, nor to all British accountants, but to get a deeper 

understanding of the harmonization process and its effects based on our two respondents; 

Accountant A and Accountant B.  As we aimed to achieve a good understanding and in-depth 

information of our respondent‟s opinions and thoughts, it is a condition to only include a few 

respondents in a research, which makes the information less appropriate for generalisation 

(Jacobsen, 2002). Furthermore, we have chosen our respondents because they are especially 

interesting to us as they work in an international field with listed companies as customers. To 

us this was of crucial importance as the IFRS applies mainly to listed companies.  

 

Only interviewing two respondents will limit us from being able to generalize, and hence the 

respondents will not represent all British accountants. For this reason it is important to point 

out that the thoughts and opinions of our respondents will only represent their own individual 

thoughts and opinion about the accounting and financial harmonization process. This is 

supported by Jacobsen (2002) who means that generalization is not always the intention of a 

qualitative research. 

 

When analyzing the empirics we need to take into account that our respondents‟ roles as 

accountants possibly affect their views on the harmonization. Pierce and O‟Dea, (2003), 

argues that the accountant is becoming more and more of a business partner. Whether or not 

http://tyda.se/search/generalizable
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this is the case might affect the respondent‟s views on the harmonization as the respondent 

might see to the benefits of the companies rather than to the benefits of the individual 

accountant, if the respondent sees himself as a business partner.  

 

2.5 Method critique 

 

The generalization of the information collected in this research is a difficulty, which affects 

the validity of the paper. Due to the resource demanding choice of a qualitative research 

method we chose to prioritize a detailed and thorough research rather than to collect 

information from many respondents. Thus, our respondents might not be representative for 

anyone else but themselves. 

A weakness of this research is that the information collected from our detailed interviews is so 

complex that it might be difficult to interpret and analyze (Jacobsen, 2002). This makes the 

information hard to structure and hard to make easy to understand. 
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3. Theoretical Framework 

 

3. 1. Accountants’ role 

 

Accounting is a procedure of recording, classifying and summarising the economic 

transactions of a business through financial statements (Label, 2010). According to Label 

(2010), accounting is the language of business and it is the accountant‟s job to interpret and 

use the information that accounting provides. Furthermore, the accountant‟s job within a 

company is to provide information which is necessary to run a business as efficiently as 

possible with the aim to maximise the company‟s profits and keep its costs low. The 

accountant provides financial information to people both internal and external to the company 

through issuing formal reports. The information is provided to managers and employees for 

the company‟s own use, to government agencies who require the information, such as the 

Security and exchange commission (SEC) and to people outside the company such as 

investors and creditors (Label, 2010). 

According to Elliott et al. (2008), the role of accountants is to communicate. Accountancy is 

an art where a business‟ financial information is communicated to users, e.g. managers and 

shareholders. The communication is usually in the form of financial statements which 

demonstrate the economic resources of a company. The art is to select the information that is 

relevant to the user and to make sure that the information is reliable. (Elliott et al. 2008) 

Managers within a business are using accountant information on a daily basis to make 

decisions. Hence, accountants have an important role in business as the information they 

provide will help the company to make correct financial decisions. Without appropriate 

accounting information, many decisions that companies are facing would be very difficult to 

make (Label, 2010). 
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3.1.1 The accountant in Britain 

 

The UK has among the highest numbers of accountants per capita in the world. There are 

nearly 280,000 professional accountants in the UK, which is more than the rest of the 

European Union put together (Sikka, 2009). 

In addition to this, a record number of students are aiming for a career in accounting. Around 

165,000 students are registered with the UK accountancy trade associations to become 

professional accountants and an additional estimated number of 100,000 are studying 

accountancy at UK colleges and universities (ibid).  

 

Sikka (2009) argues several reasons for the high demand of accountants in Britain.                    

Firstly, accounting technologies are crucial components of contemporary business practices. 

Companies turn to accountants as they keep track of their financial performance.                 

Secondly, accountants in Britain can benefit from a state-guaranteed market, i.e. most 

companies are required by law to have a financial audit by an accountant.                                      

Furthermore, the demand of accountants is strong because the UK, unlike most other 

countries, has failed in the past to develop sufficient management training programmes. Thus, 

professional accounting qualifications have functioned as management training (ibid).  

According to Sikka (2009), the UK is a nation of accountants. 

The role of accountants is evolving and changing in Britain. Odeghe (2010) argues that the 

British accountant is continually moving further away from the stereotypical image of an 

accountant to a business partner, i.e. someone who has a thorough understanding of a 

company and therefore can provide high-quality support and advice across the business. 

Pierce and O‟Dea, (2003), interviewed several different companies for a research that was 

published in the British Accounting Review in April 2003. Among other topics, the companies 

discussed the future role of accountants. The research showed that the companies wished for 

accountants to become more as business partners. This would contribute to significant 

partnership arrangements (Pierce and O‟Dea, 2003). Related to this was the need for 
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accountants to work as integral members of the management team and to be seen, both by the 

accountant himself and the management, as business managers with specialist accounting and 

financial skills. For the accountant to be able to operate as a management team member, 

knowledge of the company‟s business is a crucial requirement (Pierce and O‟Dea, 2003). 

Currently, a lot of accountants are associated with a control and audit mentality, which is seen 

as unhelpful in becoming an effective management member. The lack of effective 

management teamwork leads to communication breakdowns between managers and 

accountants (ibid.) 

 

3. 2. UK’s traditional laws and policies 

Countries that use the Anglo-Saxon accounting also called Anglo-American accounting 

include among others countries such as; the UK, Ireland, USA, Canada, Australia and New 

Zealand (Roberts et al, 2008). Nobes (2003) explains Anglo-Saxon accounting as: 

“(compared to other forms of accounting) is oriented towards decision-making by investors; 

plays down the measurement of taxable income and distributable income; it is less worried 

about prudence; it is more willing to go beyond legal form.” (Nobes 2003 cited in Roberts et 

al, 2008 p. 567) 

 

Prior to the 1970s, written accounting standards in the UK did not exist. The “Institute of 

Chartered Accountants in England and Wales (ICAEW)” had before that time a guidebook 

where recommendations and advice regarding accounting matters where given to companies 

(Roberts et al, 2008 p.558). After the failure of some companies the Accounting Standards 

Committee (ASC) was established and from 1970 until 1990 the ASC issued Statements of 

Standard Accounting Practice (SSAPs) (Roberts, et al, 2008). Nowadays, accounting policies 

and standards are developed by the Accounting Standards Board (ASB) under the surveillance 

of the financial reporting council (FRC) since the 1990s when both the bodies were 

established (Morris et al, 2009). The ASB adopted the accounting standards that were 

developed by the ASC, however many of the standards have now been revised and replaced 

by newer and more relevant standards (ibid).  

 

British Accounting policies and practices have traditionally had a strong focus on professional 

judgment (Roberts, et al, 2008). This means that accounting laws and standards work as a 
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handbook with the requirements, but the individual professional accountant has the right to 

make individual judgments regarding the financial reporting. Accounting laws and tax laws 

are held separately and mean that there is no obligation that the annual profit calculated had to 

be the base for the taxable profit. The most important change came with the establishment of 

the fourth directive in 1981, which led to the introduction of formats and valuation rules. The 

most current change in the UK company law in 1998-2001 was a broad discussion of the 

company law reform. It was meant to develop a more modern framework instead of 

improving a law that is approximately 100 years old (ibid).  
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3.3. EU Directives 

 

EU‟s work to harmonise 

accounting standards 

 

Other Directives: 

not mentioned in 

the paper 

 

Directives 

 

Fourth Directive 

developed in 1978 

(Commission, 1995). 

 

Seventh Directive 

developed in 1983 
(Commission, 1995). 

- Single companies 

- Four main features: 

1. Format rules 

2. Disclosure requirement 

3. Valuation rules 

4. True and fair view 

 

(Thorell and Whittington, 1994). 

A complement of the fourth 

directive: 

-Group companies 

- offered small and medium 

sized companies exceptions 

from consolidated 

accountants. (Thorell and 

Whittington, 1994). 
 

Directives were not achieved easily due 

to disagreements of the effectiveness of 

the directives (Commission, 1995). 

 

In 2002 the EU introduces regulation 

that required all listed companies to 

start using financial policies of the 

International Financial Reporting 

Standards (IFRS) by 2005. (Brackney 

and Witmer, 2005 

 

(Own 

construction- 

shows the steps of 

the accounting and 

Financial 

harmonization 

process in the EU)  
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Article 54(3) of the EC Treaty introduced the basis of company law harmonization 

(Commission, 1995). In July 1978 the fourth Directive was developed, in order to handle 

matters of limited liability companies requiring them to prepare annual accountants. The aim 

of the fourth directive is to help making the financial information of European companies 

comparable and equivalent. The seventh directive that was developed in June 1983 required 

the parent company to prepare additional combined annual reports that shows the financial 

performance of the whole group of companies (ibid). 

 

The fourth Directive considers matter of single companies and not group companies meaning 

parent companies and their associated companies (Thorell and Whittington, 1994). The fourth 

Directive was developed as a result of the various accounting and financial practices and 

legislations in the EU. Some member states‟ practices and legislations such as France and 

Germany are characterized by a strong link between taxation and legislations in their national 

company laws. While other member states such as the UK, Ireland and the Netherlands allow 

more freedom in the accounting methods chosen so that the accountant communicate relevant 

information for stakeholders.  From the beginning the fourth directive was based on German 

principles. However, when the UK and Ireland joined the Community in 1973 there were a 

few modifications made taking into account the law and practices of the new member states, 

this lead to the adoption of the „true and fair view‟ which was a fundamental British 

accounting practice (ibid). The fourth directive include four main features: Format rules for 

profit and loss account and balance sheet which have its basis in the German and French 

traditions, Disclosure requirements an average of the various practices among member states 

offering options where there is a risk for serious conflicts, Valuation rules and the true and 

fair view predominate over some regulations but only where those can be justified, it may also 

be defined differently by the individual member states depending on their own legislations 

and practices (ibid). 

 

The Seventh Directive complements the fourth directive in the way that it considers matters of 

group companies which the fourth directive didn‟t include. The seventh directive mention the 

difficulty to define groups and how to decide what companies should be considered to be 

groups in order to combine their group accounts. Again, due to the various practices and 

legislation among the member states the directives are of a more compromise offering the 
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member states option methods. However, the seventh directive offered small and medium 

sized companies an exception from consolidated accountants, this was considered to be 

necessary in order to implement the directive in the member states where consolidated 

accounts was not traditionally required (ibid).  

 

The fourth and the seventh directives were not achieved easily since there were disagreements 

between the member states regarding the effectiveness of the directives (Commission, 1995).  

After the directives were set it was only three of the member states that implemented the 

directives and Italy did not implement the fourth directive into their laws until 1991 (Thorell 

and Whittington, 1994). For those reasons no further improvements were made in the work to 

harmonize the accounting and financial reporting in the EU (Commission, 1995). Also, since 

2005 publicly traded companies were no longer obliged to meet the terms of the directives but 

instead publish financial and accounting reports according to the terms and policies of the 

International Financial Reporting Standards (IFRS) (Cairns, 2003). Except of the difficulties 

that met the directives another reason for this change was based on one of the EU‟s goal 

which is to integrate the financial market. The EU reckoned that equivalent financial reporting 

was a starting point for achieving this goal and also recognized that international approved 

financial reporting structure was needed (ibid). 

 

In 1990 the European Commission organized a conference to discuss issues regarding the 

future of the EU accounting standard harmonisation (ibid). One of the issues decided was the 

decision to become a member of the International Accounting Standards Committee‟s (IASC) 

consultative group (ibid). The IASC was developed by the accounting profession in 1973. It is 

a private organisation that aims to develop a broad set of international accounting standards. 

The IASC‟s international standards are already used by several multinational companies and 

have influenced the standards in several countries, although the standards are not legally 

binding. 

 

Due to the big variations in accounting policies and standards among the EU member states, 

and since the EU financial market is not as integrated and as big as that of the US, several 

multinational companies in the EU have turned to the US market in order to seek financing 

(Brackney and Witmer, 2005). One of the EU‟s goals is to improve the competitiveness and 

the integration of its financial market, hence the European Commission (EC) published a 
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paper called “EU financial Reporting Strategy: The Way forward” in June 2000 where they 

recognized that the harmonization of accounting standards and policies, especially for 

companies listed on stock Exchanges within in the European Union (Whittington, 2005), was 

crucial in order to achieve their goal. They also recognized that the best way to do so was to 

adopt the policies of the International Accounting Standards IAS. In 2002 the EU introduced a 

regulation that required all listed companies to start using financial policies of the 

International Financial Reporting Standards (IFRS) by 2005 (Brackney and Witmer, 2005).   

 

This regulation did not only apply to the member states but also to member states of the 

European Economic Area that among others include Norway (Whittington, 2005). The 

regulation mainly apply to listed companies, however several member states have chosen to 

adopt the regulation for even unlisted companies and/or shape their national standards 

according to the IFRS (ibid). 
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3. 4. IFRS in the EU 

 

The IFRS standards are developed and published by the International Accounting Standards 

Board, IASB. In 2001, the IASB replaced the previous International Accounting Standards 

Committee, IASC.  

 

The IASB is an organization that is looking for ways to develop a set of financial statements 

that are of “high-quality, understandable and enforceable global accounting standards that 

require transparent and comparable information in general purpose financial statement” 

(Cairns, 2003, p. 107).  Transparency meaning that the financial statements prepared 

according to the standards of IFRS should give a true and faithful view of the financial 

situation of the company. The intention is that the standards of the IFRS should be principle-

based. Principle-based standards mean that the standards will be based on principles to follow 

when preparing financial statements. It also means that the standards will be supported by 

IASC‟s “framework of financial statements” (Cairn, 2003 p.108). 

 

The EU commission introduced a new approach to harmonize accounting standards in the EU 

in 2000 recommending that all listed companies in the EU should use International Financial  

Reporting Standards, IFRS accounting and financial standards for consolidated statements by 

2005 (Nobes and Parker, 2008).  

In 2001 the European Commission published a draft of the regulation that was approved in 

2002 by the European Parliament and the Council of Ministers. Member states were allowed 

an extension of the deadline to 2007 instead of 2005 for the companies that were already 

using other acceptable standards such as US GAAP.  In Brussels the decision was taken that 

changes, new and revised standards will not be immediately applied for users of the IFRS in 

the EU. This lead to the development of Accounting Regulatory Committee (ARC),  which 

help the European Commission considering whether changes in the standards‟ of the IFRS 

should be promoted in the EU. 

 

It is important to note the difference between IFRS adoption and IFRS convergence. IFRS 

adoption means that national rules of member states are replaced according to the 

requirements to use the standards of IFRS. This is the obligation of consolidated statements of 
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EU listed companies. According to the EU regulation in 2002, EU unlisted companies have 

the right to adopt the standards of IFRS but only if their national government allow them to. 

Convergence means that a country choose to gradually change their national accounting 

standards towards the standards of the IFRS (ibid) 

 

European listed companies are only required to meet the terms of the IFRS that the EU has 

adopted. The EU has adopted practically all the standards of the IFRS but they EU chose to 

modify one area of the IAS 39 (IFRS,2011). The regulations of the IAS recognize three 

different criteria that have to be met in order to adopt the IFRS; “The must result in a true and 

fair view of the financial position and performance of an entity…The application of IFRS 

must result in financial statements that are useful to the users of those statements…application 

of IFRS must be conductive to the European public goods” (Cairn, 2003, p. 109-110).  

 

The financial globalization has led to that around 12, 000 companies, in almost a hundred 

countries worldwide, have adopted to IFRS standards. Within the European Union, it is 

required by companies that are listed on an EU-regulated stock exchange to adapt the IFRS 

standards (AICPA, 2011).                                                                                                                                                      

On June 30
th

 2011, there were 2 617 companies registered on the London stock exchange, 

which implies that these UK companies are required to apply the IFRS (London Stock 

Exchange, 2011). However, even though the IFRS standards are mandatory only to listed 

companies, all other UK companies can apply the IFRS voluntarily. As a result, not only 

listed companies will be based on the IFRS standards, but also an unknown number of 

unlisted UK companies (Hobbs, 2005). 

 

 

 

 

 

 

 

 



Marianne Mehanna  890302-4621 

Rebecca Pettersson  881213-2705 

 

 32 

3. 5. Implications of the harmonization for the UK 
 

The most significant changes in the UK Company Law came with their EU membership 

where they were required to adopt EU‟s financial and accounting directives (Roberts et al, 

2008). However, the UK did not only have to make changes in their Company Law they also 

influenced EU accounting, as at the time when the UK was about to join the EU the fourth 

directive was not fully developed and did not include anything about a “true and fair” which 

is a British tradition. Hence, the “True and fair” amendment was a significant supplement to 

the Fourth Directive from a British point of view (ibid). True and fair means the words used 

by accountants in order to show that the accounting reports deliver complete and correct 

information about the financial situation of a company (Lexicon ft, 2011). 

 

During 2005, UK‟s publicly traded companies faced one of the biggest changes in their 

financial reporting, as a result of EU‟s regulation that requires them to publish their financial 

statements according to the IFRS instead of the UK standards (Cairns, 2003). The regulation 

meant that the UK publicly companies faced three main changes: that their financial reporting 

statements must meet the standards of the IFRS instead of those of the UK; the audit of the 

statements must be performed according to the standards of the IAS and not the UK auditing 

standards; and also that the financial statements will be reviewed more extensively by the 

Financial Reporting Review Panel (Cairns, 2003, p.111).   

 

According to Cairns (2003) when publishing the financial statements in accordance to the 

IFRS, UK companies will find major differences between the UK General Accepted 

Accounting Practices GAAP which is based on detail requirements and the IFRS.  Those 

changes are characterized by changes such as: “The recognition of all derivatives on the 

balance sheet at fair value; restriction on the use of hedge accounting and, hence on the 

deferral of gains and losses on hedging instruments; the full recognition of pension deficits 

using the projected unit credit method with market values for plan assets; and revised 

accounting for mergers and acquisitions, including bans on the use of the pooling interests 

method, the amortization of goodwill and the deferral of negative goodwill” (Cairns, 2003, p. 

111) 

 

According to a new report approximately 66% of companies in the UK are positive to a two-

tier accounting system based and supported on the IFRS (AccountancyAge, 2011). A research 
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made by Ernst & Young that included 290 different companies showed that the majority of 

the respondents were supportive of the move towards adopting the IFRS, 27 % of the 

responded required a three year delay on the conversion and 6% were against the whole plan.   

 

Andrew Davies who is a partner in the financial accounting advisory services said that: “This 

is a clear vote in favour of wider IFRS application in the UK…represented a broad selection 

of UK corporate’ [and] their willingness to embrace the new system is particularly striking" 

(AccountancyAge, 2011) . 
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3.6. Why accounting harmonization? 

 

Accounting is a set of techniques used as a tool to control and report on the business bodies‟ 

financial resources (Beke, 2010). Hence, financial and accounting management are 

communication tools to communicate important information about the company to 

stakeholders and those whom do not have access to the same amount of information that 

directors and managers have (Thorell and Whittington, 1994). The information communicated 

involves the usage of resources in the company is measure, rated and forwarded to the 

different appropriate parties (Beke, 2010). Companies and particularly multinational 

companies invest and spend a huge amount of money to prepare and audit their accounting 

and financial reports according to the national regulations that exist in every country they 

operate in. However, the multinationals are more concerned with maximizing their profits 

rather than considering the national interests of the countries. Hence, the demand and want to 

develop accounting standards that are harmonized so that the evaluation of the multinationals‟ 

economic results and their accounting reports will remain equal in the meaning that it gives 

the true view of the company‟s performance (ibid).  

So, financial accounting is an important information tool, and as with most information tools 

its effectiveness is dependent on the preciseness and accurateness of the rules‟ definitions, 

technical terms and the structure of the tools (Thorell and Whittington, 1994). 

 

 

 

3.6.1. Benefits of the Harmonisation 

The understanding and the adoption of different national accounting and financial rules, 

methods and practices is expensive and requires a lot of time to put together (Beje, 2010). 

Hence, more harmonised accounting policies will reduce the costs that are connected with the 

fact that European companies operating globally need to prepare annual reports in accordance 

with their national policies and another set that is accepted by the international capital markets 

(Commission, 1995). The costs are reduced as the risks are reduced (Epstein, 2009). Risk is 

dependent of several different factors associated from factors such as ancient technology to 

the risk of bankruptcy. Another element of risks is the risk of unfaithful represented financial 

statements, which means that the financial statement does not show the truth of what the 

economic performance of the company. Several studies such as (Easley, D. Hara, M, 2004 
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through Beke, 2010) have proved that more reliable and true financial statements have cost-

saving effect. The studies also showed that in order for the companies to benefit from the 

decreasing costs the management needs to provide reliable information to stakeholders (Beke, 

2010). 

 

Harmonisation will decrease the time companies spend on following the different strict 

national regulations and policies in the countries they are operating in (Beke, 2010). With 

more harmonized policies European multinational companies might outsource their 

accounting practices to countries where the labour is cheaper. Today, managers might be 

worried that the quality of their financial statements might be worsening if they outsourced 

accounting services. Hence, more international standards might enable them to integrate 

accounting training and offer financial support systems. By doing so, not only multinational 

companies will be benefited but also people in developing countries. For European 

multinationals this would mean that this will allow them to easily relocate their accounting 

and financial services to other countries in the EU where no restrictions exist anymore (ibid). 

 

Also, more genuine and harmonized international accounting policies will help forming the 

preciseness of the business definitions and hence increase the comparability of the reports 

independent of which country they are developed and presented (Beke, 2010). Consequently, 

by having a common international set of accounting and financial rules the quality of the 

information will be enhanced (Epstein, 2009). This in turn will promote and facilitate 

international business and cross-border flows of capital in terms of investing in foreign 

countries to a lower cost as the risks are reduced with harmonized accounting laws and 

practices (ibid). As the international accounting standards will increase the symmetry between 

owners and managers which will increase the accuracy of the financial forecasts (Beke, 2010). 

 

Studies made concerning the adoption of IFRS have showed that those companies that have 

adopted IFRS did not have to spend as much time on earning management strategies 

compared to the companies who have not yet adopted the IFRS (Beke, 2010). The companies 

that adopted the IFRS also recognised loss in profits faster and noticed an enhancement of the 

accounting quality, an increase in the value of company and its market liquidity (ibid). 

 

More standardized policies will make it harder for multinationals to do tricks in order to 
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improve their annual reports, hence reduce the manipulations of the annual report (Beke, 

2010). Easton, 2006 (through Beke, 2010) gives examples on situations where stakeholders 

did not react to the changes in the reports. An example is a company that changed their 

amortization practices in order to increase their profits, however, because the stakeholders had 

enough data about the change in amortization practices, they did for that reason not react to 

the changes and as a result the company‟s stock prices did not rise (Beke, 2010). 

 

3.6.2 Obstacles, limitations and Difficulties in achieving accounting 
harmonization 

 

Despite the extended work and success of the international work to harmonize national 

accounting practices and laws the work towards harmonizing accounting standards have been 

facing a few problems concerned with the “national differences of culture, language, legal 

and social system” (ICAEW, 2006, p.19 through Bode, 2007). Cultural differences is 

perceived to be one of the most difficult areas working as a barrier for the work as it includes 

the behaviours, religions, attitudes, values and even languages of people (ibid). Cultural 

differences can also be connected to the nationalism problem that can limit the success of 

harmonizing accounting policies as some countries might find it difficult and get unwilling to 

compromise and change their practices by adopting other countries‟ practices (Nobes and 

Parker, 2008). Also, a big problem in achieving harmonized accounting standards lies in the 

extent of accounting differences that exist in different countries (Nobes and Parker, 2008). 

Financial and accounting reporting satisfies different purposes in different countries and 

hence it could be reasonable that the outcomes of the reporting should vary (ibid). This means 

that stakeholders such as debtors, shareholders, etc. in countries have different needs that need 

to be fulfilled (Diaconu, 2009). For example, British accounting practices include the fair 

view concept while Swedish Accounting policies are law-based (Diaconu, 2009 and Blake, et 

al, 1997).   

 

Accounting is traditionally flexible in the way that it can adopt to different situations, one 

criticisms argue that if the standards are internationally harmonized that would disturb the 

flexibility as it is difficult to make the standards fit the differences that exist and range from 

cultural, legal and economic development of all global countries (Diaconu, 2009).Another 

limitation of the harmonization is the lack of international supervisory body. The EU works as 
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a regulatory agency but only for one part of the world and the International Organization of 

Securities Commissions (IOSCO) apply to and can only influence listed companies (Nobes 

and Parker, 2008 p. 77). 

 

There is also the high cost argument that is connected with changing the national accounting 

practices into a more harmonized and global set of standards and practices (Diaconu, 2009). 

Furthermore a harmonization of accounting standards might affect companies in a negative 

way as it could lead to profit cuts and add volatility to balance sheets (Parker, 2002 through 

Diaconu, 2009). The costs of converting will mainly depend on the size of the company, 

number of staff in the company, level of technology etc. The (SEC) appreciate that that 

adoption of the IFRS will approx. cost the largest US companies $32 million for each 

company (IFRS, 2011). 

 

There are critics saying that many EU member states are starting to get second thoughts about 

the adoption of the IFRS arguing that the decision to apply the standards was a bit hasty and 

want to create “parallel accounting system” (AccountancyAge, 2011). There is a demand for 

companies to prepare their accounting and financial reports according to both the IFRS and 

the UK GAAP, if this requirement goes through and get accepted by the House of Commons, 

it will require companies to present their financial statements in parallel (ibid).   
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4. Empiric Research 

The empirical part of the research is based on a qualitative approach, where two 

British accountants were interviewed about their opinions and thoughts of the 

accounting harmonization in the EU. The interviews were based on open telephone 

interviews. The pre-pared guideline questions can be found in the appendix. 

The Respondents preferred to stay anonymous as the interview reflect on their own 

opinions, experiences and thoughts and not the company’s. For that reason the 

respondents will be referred to as Accountant A and Accountant B. 

 

4.1. The outcomes of the interviews  

4.1.1. The respondents’ opinions 
 

4.1.1.1. Interview with Accountant A 

 

Accountant A is a 28 years old male accountant that works for an international accounting 

firm operating in 23 different countries. He chose not to mention his or the company name he 

is working for as the interview is based on his own opinions and thoughts about the 

accounting harmonization in the EU and does not provide the opinions of the company that 

he works for. 

 

Accountant A begins his interview by saying that the EU has pretty much insisted on 

implementing the international accounting standards. He thinks that the accounting standards 

have affected companies in the UK in the same way that as the accounting standards have 

affected the rest of the world and more specifically European companies and accountants. As 

business and commerce are constantly developing, business and commerce have an impact on 

the way companies work, particularly multinational companies are constantly developing and 

changing in order to adapt to the changes in their external environment. Multinational 

companies are constantly looking to find ways to expand their markets internationally. 

Accountant A, say that it is very important that accounting standards evolve and change in the 

way that it mirrors the changes in the way businesses trade and it is also crucial that the 

stakeholders of the companies are informed and protected. However, Accountant A points out 

that a “perfect market” will never truly exist and most especially in developed countries 
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where most of the multinational companies exist. The reason for that is according to 

accountant A because of the determination of those developed countries to develop a strong 

and powerful financial industry- this underpins the economy as a whole. Accountant A, refers 

to the 2008 economic crisis saying that “if the financial institutions are shaken, the global 

economy suffers”, meaning that it is important to have confidence and faith in the global  

economy and the multinational companies in order for the markets the economy to function 

properly. Because of the globalisation that is facing us today companies all over the world are 

being compared, therefore, it is logical and preferable that they all present information and 

more importantly their financial information based on the same rules and standards. 

Otherwise, any comparison will be unfair and to some extent meaningless. So, in order for 

stakeholders to have confidence in the global economy, all companies and most especially 

multinational companies need to be communicating to their stakeholders on the same basis.  

 

According to Accountant A‟s opinion it is better and more beneficial to have comparable and 

more understandable set of rules that companies can follow especially in today‟s current 

environment. According to Accountant A there are many beneficial points that can be made 

for a harmonised set of accounting standards, but he also recognise the difficulties in 

implementing those points and making all companies understand the changes. 

According to Accountant A, multinational companies have in many ways been the leaders on 

accounting and its harmonisation. This is not only due to the requirements but also seen as 

“good corporate governance” and the multinational companies are those which have the 

resources to carry out and implement the new rules. He explains saying that if company X do 

not follow the rules stakeholders and the outside world would see it as they do not want to be 

compared to their peers on a fair basis. This will most likely lead investors, analysts and 

stakeholders to wonder why company X would not want to be compared to their peers. 

However, he says that “surely there may be whole different reasons for a company not to 

adopt the harmonised standards, but unless it can convincingly communicate these reasons, 

people may well lose confidence in the company.” Also, more comparable standards reduce 

some of the barriers to mergers and acquisition. This will according to accountant A, create 

increased business opportunities and create interest from investors. 

 

Accountant A also points to the importance in defining different company sizes and 

recognising the different standards and laws that are facing the different sort of companies, 
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talking about the difficulties that might face smaller companies that more likely have 

traditional directors who want to stick to the older traditional laws and rules because they 

know them. He also point to the importance of corporate culture where smaller and medium 

sized companies might have a stronger corporate culture that might make it hard for them to 

want to change. 

 

In terms of resources and time, larger multinational companies tend to implement rather 

complex accounting practices this is due to the diversified nature of their business in terms of 

investments and working capital. For these reasons in order to convert to a new set of rules in 

this case – the IFRS, the process will require help from regulators to get the regulations 

clarified and also very often guidance of how their peer companies have and are interpreting 

the standards. In order to do this the companies will need to get help from sources such as 

from “external accountants, auditors, actuaries and regulatory specialists.” As the costs of 

hiring the necessary expertise in order to get the help required can be very costly, and can run 

into thousands of pounds per hour. This is a huge burden for smaller companies but for larger 

and for multinational companies with more capital resources the process may not be as 

damaging. But as the amount of information and the skill that is required to implement the 

standards increases the cost of implementation will fall and that will realistically make it more 

attractive and possible for smaller companies to implement the standards. There is also the 

argument that smaller companies with very few stakeholders will not be very benefitted of 

implementing the standards and for that reasons regardless of how much the costs will 

decrease it will still be costly in relation to the benefit that it will get them. 

 

 

When we asked the respondent whether he thought that the IFRS or European directives were 

better, his answer was definitely the IFRS as this will allow and encourage European 

companies to expand and operate globally and for those companies that are already operating 

globally this will mean that they only have to keep track of one set of standards. 

 

According to accountant A it is beneficial to introduce the harmonised standards pointing to 

the older cases where companies have found ways to manipulate their balance sheets to find 

ways to increase their profits etc. when adopting these standards companies and also 

accountants will be asked to follow the same set of rules and standards making it harder for 
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them to manipulate and easier for them to do make it work. According to Accountant A there 

are a number of differences between the UK GAAP and the IFRS. Some of the differences 

will in reality make little difference to a big range of company. The key differences and those 

that will affect most companies will be with regard to the valuation of investment held, 

required disclosures and pension valuations. He says that the UK GAAP conversion to the 

IFRS should be better understood compared to other conversions such as US GAAP to IFRS. 

The reason for that is that the US GAAP is largely based on specific factors, rules and 

regulations. The UK GAAP however is to a larger extent based on principles.  

 

According to Accountant A, in the short term realistically fully achieving the IFRS standards 

might be difficult, due to the scarce resources and time that the companies have compared to 

the time and resources needed in order to make these changes. Accountant A also reckons that 

older senior manager will face difficulties in understanding these changes and prioritising. 

The reason for that is that when managers and senior directives are making decisions their 

priority will be on how to increase their profits and make money rather than discussing the 

changes in accounting standards. Therefore according to Accountant A stagnant changes will 

be the ultimate change process. 

 

When we asked Accountant A if he thought that accountants or companies will find it easier 

or harder to understand and adopt the changes, his answer was that this goes hand in hand –

these are linked. No radical changes in the adoption of the standards will occur. He says that 

he knows “older” accountants that have chosen on early retirement in order to avoid the 

process of understanding the changes because it is difficult, requires a lot of effort and they 

did not find it interesting or necessary for them to learn and change their work – he also says 

that these are people that know accounting and have worked with it for many years.     
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4.1.1.2 Interview with accountant B 

 

Accountant B is a 40 years old male accountant that has been working with accounting since 

he graduated in 1993 he does not have a master in accountancy. He as Accountant A chose to 

keep his and the company’s name anonymous as his thoughts and opinions are his own and 

does is not provide the opinion of the company. 

 

An international harmonization of accounting standards and the adoption of IFRS is 

considered to be a beneficial process according to Accountant B in the meaning that 

harmonized standards provides a more fair financial report system compared to each company 

developing the financial reports according to the standards in the country they are operating 

in. Accountant B also says that, the introduction of the IFRS will in turn help stakeholders and 

investors to understand what the financial report really is saying, this will according to him 

even increase the confidence to invest in international companies and the assessment of 

companies operating in other countries. However, Accountant B does not think that the 

adoption of the IFRS will facilitate the process of Mergers and Acquisitions, arguing that 

larger companies and especial MNEs traditionally have had the resources and the people 

needed to make an appropriate evaluation of the acquired company.  But according to 

Accountants B, the IFRS might save these companies time and resources when less 

preparation and after work is needed to make the merger/acquired companies‟ financial 

reports fit. 

 Accountant B, says that when the discussion of the adoption of the IFRS was firstly 

presented, many accountants were scared of the changes that were involved, in the meaning 

that many thought that their work would be more complex and they feared to have to learn a 

new accounting system. But Accountant B argues that since the adoption has been gradually 

introduced and implemented it hasn‟t imposed any major problems understanding the 

changes. 

At the firm where Accountant B works, a process have been introduced to give the 

accountants working there the best knowledge and preparation needed, in different forms of 

meetings, regulation documents, external consultants etc. which according to him have 

facilitated the adoption and made many accountants more confident about the harmonized 

standards. Accountant B, said that the work-load didn‟t decrease with the introduction of the 

harmonized standards but rather increased considering the amount of time that have to be 
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invested to fully understand what the regulations really mean and learn how to implement 

them in order to give companies the best services and help. 

The implementation of the IFRS in MNEs is very costly says Accountant B. The resources 

and time that are needed in order to convert the “old” financial reports of the companies and 

the resources and time needed to understand the system and what needs to be changed, what 

the changes mean etc. will require help from different external people, such as: accountants, 

regulators, expertise etc. According to accountant B the costs will depend on the company‟s 

decisions of for example, who to train, how many hours that are needed etc. these decisions 

will have a huge impact on how big the costs will be. Saying that it need to be noticed that 

when converting the standards it is not only the people involved that need to be trained but it 

is also important to realize the importance of having the appropriate IT systems to handle the 

new standards and rules, for that reason he says, the MNEs will have to invest in these matters 

not only because they are forced by law, but also for the sake of their stakeholders and 

because they need to be aware of their outside environment. However for smaller companies 

it is a matter of return on invested capital: For example, if the company is only operating 

nationally and does not have many investors then the cost of implementing the standards will 

not be beneficial compared to the costs and time invested. But he continues saying that for 

smaller and medium sized companies the decision of implementing the IFRS will mainly be 

up for the owners. According to Accountant B‟s experience small and medium sized 

companies have traditionally chosen to follow the same financial reporting as the larger 

companies. And hence according to him, in the future medium sized companies would 

probably convert to the IFRS as they would realize the benefit of it, but he realize that the 

conversion will not happen over one night, it requires a lot of work and will take time for 

medium sized companies to realize the benefits of converting to the harmonized standards.  

He concludes saying that hence in the short-term MNEs will be required to invest in the 

adoption and conversion but in the long-term these investment will pay off as stakeholders‟ 

confidence grows. 

 

Accountant B refers to the financial global crisis as something that might not have happened 

or where the effects might have been lighter, pointing to the importance that accountants 

provide their role properly. Saying that most likely the accountants at the banks that collapsed 

sure should have or probably did predict what was happening, and by having a common 

financial system should hopefully prevent future financial crises.  
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When we asked Accountant B about the differences between the UK GAAP and the IFRS he 

answered saying that the IFRS and UK GAAP are mainly based on principles rather than 

rules. According to him it is easier to get find loop-holes and get bypassed on technical basis, 

whereas principles are more “over-riding” and for that reason more difficult to get around. 

According to Accountant B, there are a few differences when comparing the UK GAAP to the 

IFRS but none of these changes should impose high levels of problems. Accountant B 

recognizes differences in areas such as goodwill, mergers and financial instruments. He 

continues saying that in the UK GAAP, goodwill and intangible assets allows a company to 

amortise goodwill over its expected useful life, when the expected useful life is less than 20 

years. However, where a company estimate that the goodwill is estimated longer than 20 

years, then the managers have to undertake an “impairment review” at the end of the first full 

financial year. Under the requirements of the IFRS intangible assets‟ amortisation is not 

allowed and the managers must undertake an impairment review on an annual basis.   
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5. Analysis 
 

In this chapter we will compare the results from the empirical research with the 

theoretical framework. In the analysis of our empirical research we will refer to our 

respondents as:  Accountant A and Account B, but also as our respondents. 

 

 

5.1. Advantages  

 

Globalization and the increased interaction of markets have increased the need of having a 

harmonized accounting system (Arestis, et al, 2005 and MPRA, 2007) in order to increase the 

liability of the financial statements of the company to protect stakeholders from manipulation 

of the reports (Forexnews, 2010, Paisey and Paisey, 2004, Nobes and Paisey, 2004). Also, as 

one of the EU‟s fundamental objectives is to promote a single market, a harmonization of 

accounting standards is seen as fundamental for achieving this objective (ibid).  

Our respondents recognize that the increased globalization and integration of markets have 

been one of the main drivers for the development of the IFRS and for the requirement of the 

EU that all listed companies have to adopt the IFRS as globalization increase the need of 

having reliable, comparable and fair accounting systems, that will facilitate the comparison 

and the evaluation of companies for stakeholders. . Accountant A, says that it is important that 

accounting standards evolve and change to reflect changes in markets and business, and as 

multinational companies are constantly looking for ways to expand their markets it is 

important that stakeholders are protected and constantly informed and referred to the process 

of harmonized accounting standards as a way for companies to obtain “good corporate 

governance” and not only a way to follow requirements. He mentioned an example saying 

that if for example company X did not adopt the IFRS, stakeholders and the outside world 

would think that the company did not want to be compared on a fair basis to the other 

companies in the same industry, this in turn would raise questions about the reasons behind 

such decision and if the company had something to hide. However he continued saying that 

there are certainly other reasons for a company to decide not to adopt the standards but in 
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order for the company to not get misunderstood it needs to communicate their reasons so that 

their stakeholders maintain a confidence in the company 

 

Beke, (2010), mention that genuine and harmonized international accounting policies will 

help forming the preciseness of the business definitions and hence increase the comparability 

of the reports independent of which country they are developed and presented. Beke (2008) 

points to that with harmonized standards and the providing of more reliable information 

results in the reduced possibility to manipulate of the financial reports of companies. Epstein 

(2009) points to increased cross-border transactions as a result of more reliable information 

provided by the companies and several studies such as (Easley, D. Hara, M, 2004 through 

Beke, 2010) have proved that more reliable and true financial statements have cost-saving 

effect. Accountant A, also refers to cases where companies have been caught for manipulating 

their balance sheets arguing that with a harmonized set of standards it will become harder for 

companies to do so as all companies will be adopting the same set of rules.  

 Accountant A, recognizes that harmonized standards will reduce barriers for Mergers and 

Acquisition while Accountant B does not recognize that listed companies will benefit in this 

matter more than saving resources and time converging the two companies‟ financial 

statements. The reason for this is according to Accountant B that these listed companies have 

the resources required such as the right people and information needed to implement a merger 

or acquisition without having a harmonized set of standards. 

 

 

 

5.2. Disadvantages and difficulties: 

 

The disadvantages concerned with such a harmonization are mainly based on the costs that 

are connected to the process (Nobes and Parker, 2008). Also, according to Nobes and Parker 

(2008) the financial statement satisfies different purposes and hence the financial reporting 

should satisfy the need and purpose of that specific country, meaning that stakeholders in 

different countries have different needs and the financial statement should reflect those 

specific purposes that exist in that country. Dicanu (2009) mentions the high costs involved 

for companies connected with the converging of financial standards. According to (Parker 

2002 through Dicanu 2009) these high costs can also lead to cut in profits. The SEC have 
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appreciated that the costs involved with the adoption of the IFRS will approx. be $32 million 

for the each of the US largest companies.  

Our respondents agree with these arguments as both our respondents: Accountant A and 

Account B, refer to the harmonization and the adoption of the IFRS as beneficial and 

important regarding the current levels of globalisation and the extent to which markets are 

integrated. However, both our respondents also recognize the difficulties and problems that 

might arise during the adoption of the process adopting the standards. Both accountant A and 

B recognizes that the process is very costly as the process will require external help from 

sources such as regulators, expertise in IFRS and accountants to explain the process and what 

is meant with each regulation. According to Accountant A, a full adoption of the IFRS will 

never occur due to the resources needed. Accountant B, argues that the costs involved in the 

process are not only concerned with the help from external people but is also very much 

dependent on the size of the company and on the number of employees that need to be 

trained, he also recognizes the cost and the need for IT systems that will help make the 

changes possible. 

The main difficulty that both our respondents refer to is the adoption of the IFRS in SMEs, 

according to both our respondents the adoption of IFRS in SMEs is not beneficial for the 

moment, as the process is very costly. However, Accountant A, says that when the amount of 

information and the skills that are required for the implementation of the standards increase 

the cost of adopting the standards will fall and according to Accountant A this will increase 

the attractiveness and the possibility for SME companies to adopt the standards and 

Accountant B points out that traditionally SMEs have been interested in following the same 

accounting standards as the larger companies. However, both our respondents recognize that 

the benefits arising from the harmonization that are beneficial for listed companies are not 

beneficial for SMEs. As the benefits of the harmonization according to them are the amounts 

of information given to stakeholders, increased confidence in the market and the companies, 

higher comparability levels etc. SMEs have currently no major benefits.  

 

5.3. Implication for the UK: 

Both our respondents refer to fear that existed when the discussion started about the IFRS. 

Both our respondents say that when the discussion of the adoption of the IFRS was firstly 

presented, many accountants were scared of the changes that were involved, in the meaning 

that many thought that their work would be more complex and they feared to have to learn a 
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new accounting system. Accountant A, referred to several cases where older accountants 

chose an early retirements rather than learning the new standards. Accountant B argues that 

since the adoption has been gradually introduced and implemented it hasn‟t imposed any 

major problems understanding the changes. At the firm where Accountant B works, a process 

have been introduced to give the accountants working there the best knowledge and 

preparation needed, in different forms of meetings, regulation documents, external consultants 

etc. which according to him have facilitated the adoption and made many accountants more 

confident about the harmonized standards.  

This can be connected with the argument about cultural differences (Nobes and Parker, 2008).  

That cultural can be connected to the nationalism problem that can work as an issue that limit 

the success and the willingness to change and adopt to the changes in accounting. However, 

according to our respondents despite the fear that have exists accountants are starting to learn 

and are dealing with changes as accounting firms have been taking steps to facilitate the 

process of the adoption by for example providing materials, having meetings.  

According to Cairns (2003) the UK listed companies will find major differences between the 

UK GAAP and when converting to the IFRS. He pointed to changes in “the recognition of all 

derivatives on the balance sheet at fair value; restriction on the use of hedge accounting and, 

hence on the deferral of gains and losses on hedging instruments; the full recognition of 

pension deficits using the projected unit credit method with market values for plan assets; and 

revised accounting for mergers and acquisitions, including bans on the use of the pooling 

interests method, the amortization of goodwill and the deferral of negative goodwill” (Cairns, 

2003, p. 111) 

Both our respondents said that the requirement for adopting the IFRS brought changes into 

the accounting system in the UK but both Accountant A and Account B also said that the 

changes would not impose any massive problems for the companies. Accountant B recognizes 

differences in areas such as goodwill, mergers and financial instruments while Accountant A 

refers to differences in the valuation of investment held, required disclosures and pension 

valuations. 

 

5.5. Global financial crisis  

 

Studies made concerning the adoption of IFRS have showed that those companies that have 

adopted IFRS did not have to spend as much time on earning management strategies 
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compared to the companies who have not yet adopted the IFRS (Beke, 2010). The companies 

that adopted the IFRS also recognised loss in profits faster and noticed an enhancement of the 

accounting quality, an increase in the value of company and its market liquidity (ibid). 

Beke (2010) refer to studies that have been made regarding the adoption of IFRS that have 

showed that those companies that have adopted the IFRS reduced the time spent on earning 

management strategies. Beke (2010) also mentions that those companies that have adopted the 

IFRS recognize loss in profits faster, noticed an enhancement of the quality of their annual 

reports and its market liquidity. 

Accountant A, refers to the 2008 economic crisis saying that “if the financial institutions are 

shaken, the global economy suffers”, highlights the importance of having confidence and faith 

in the global economy and the multinational companies in order for the markets the economy 

to function properly. Accountant B refers to the financial global crisis as something that might 

not have happened or where the effects might have been lighter, pointing to the importance 

that accountants provide their role properly. Saying that most likely the accountants at the 

banks that collapsed sure should have or probably did predict what was happening, and by 

having a common financial system should hopefully prevent future financial crises.  
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6. Conclusion 

 

The purpose of this study is to understand what British accountants think about the 

financial and accounting harmonization and whether they think it is beneficial for 

listed companies in the UK. And the purpose of this chapter is to present the 

conclusion of the study, limitations and recommendations for further research 

 

 

 

6.1. What do British accountants think of the accounting and financial 

harmonisation? 

 

Accountants are important assets for the company as they help making sure that the actions of 

the company are correct and that the information they provide in their financial statements are 

fair and reflect the truth (Elliott and Elliott, 2008).  

Financial globalisation has lead to the requirement for the development of, among other, 

higher quality on accounting standards (MPRA, 2007). There have been efforts made in order 

to harmonise and better regulate the financial and accounting standards in order to increase 

the comparability and the quality of the reports (Nobes, 1990 through Paisey and Paisey, 

2004). Both our respondents recognise that the desire and the development of harmonised 

accounting standards increase with globalisation and an increased integration of markets.  

Both Accountant A and B argue that, globalisation and the emergence of international 

investors have led to an increased need for more reliable, comparable and fair accounting 

systems in order to facilitate the comparison and evaluations of companies. Accountant A 

says that it is important that accounting standards evolve and change to reflect changes in the 

market. According to both our respondents the 2008 financial crisis could have been milder or 

might never have happened with a harmonised set of accounting standards as that increases 

the comparison, reliability and validity of the information provided by the companies. 

 

Hence the need for a harmonised set of standards would not be necessary or required if there 

were no globalisation or integration of market. However, in today‟s market where 

globalisation is influencing every sector and industry of the world, the need of a harmonised 

set of standards has emerged, and it is developed in order to increase the trust in the market.  



Marianne Mehanna  890302-4621 

Rebecca Pettersson  881213-2705 

 

 51 

 

We conclude that our respondents seem to have a positive view on the introduction of 

harmonised accounting and financial statements, although, both our respondents point to the 

importance of receiving help and support with understanding the standards. The respondents 

also said that the introduction and the adoption of the standards will not happen over a night 

but will require time and it also require change in the mindsets and cultures of companies.  

Accountant A, referred to cases where older accountants chose an early retirement rather than 

learning and working with the new standards. According to us this indicates that the process is 

not favoured by all the accountants and especially not the older accountants whom are used to 

a certain type of standards and settings. To reduce the resistance of change, the firm where 

accountant B works provided help, training, meetings etc. in order to help accountants get 

used to, and understand the reasons and the need for the changes.  

 

Our conclusion is therefore that although our two respondents have a positive attitude towards 

the harmonisation process, the process might be resisted by accountants who have been in the 

accounting profession for a long time. It may take time to change the mindset and culture of 

people hence continued help and support are required in order to achieve a fully harmonised 

accounting system.  

 

6.2. How is the Harmonisation process interpreted by our British 

respondents? 

Based on the opinions of our two respondents and authors and scholars such as Beke, 2010, 

Paisey and Paisey, 2004, Epstein, 2009 etc. we conclude that harmonised sets of accounting 

standards and the IFRS are beneficial for listed companies in the UK as these standards will 

increase the comparability and reliability of companies. Furthermore, it also means that 

evaluation of companies will be based on more fair and true information. Today almost 

12 000 companies in the world have already adapted to the IFRS. However, the standards are 

not restricted to listed companies but are available to all companies (AICPA, 2011 and Hobbs, 

2005) 

However, the process of adopting and converting to the standards is not an easy task. Dicanu, 

(2009) and the IFRS (2011) recognise and refer to the high costs involved in such a 

convergence. Our respondents referred to the high costs argument as one big problem that 

companies may face. The costs will, according to the respondents, involve external help from 
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regulators, accountants, specialists and IT systems etc. whom are needed in order to 

understand, learn and correctly be able to implement the new harmonised standards. Our 

respondents opinions about the high costs involved can be supported by (Nobes and Parker, 

2008). 

Both our respondents referred to the IFRS as being beneficial for listed companies in terms of 

increasing reliability, comparability etc. but at the same time both argued that for SMEs, this 

process is not yet beneficial as the costs for converging the standards will be higher than the 

return of the investment. The reason for that is that these companies are not on the stock 

exchange market and will for that reason not be compared and evaluated by investors. 

However for listed companies this is different as these companies are constantly being 

compared by stakeholders, investors, shareholders and many others, and for that reason 

adopting the standards will be beneficial. 

 

Hence our conclusion is that our respondents have a positive view on the IFRS and that the 

IFRS are beneficial for the UK listed companies especially in the long-term, as a harmonised 

set of standards will provide higher reliability and comparability. Harmonised accounting and 

financial standards will also facilitate the evaluation of companies and will provide more 

information for the stakeholder; this might in turn increase cross-border transactions and the 

investments in those companies that have adopted the standards as the investors will perceive 

these companies to provide sufficient and true information.  

 

Our research does not enable us to draw any conclusions regarding listed companies in 

general as our research has been geographically focused on the UK. Our research was also 

limited to listed companies; however, our respondents used IFRS in SMEs as an example to 

explain in which cases the IFRS will be beneficial and in which cases the IFRS will only 

result in high costs and low return. Hence, we conclude that for now, SMEs will not benefit 

from adopting the harmonised standards, at least not yet. But for listed companies on the other 

hand the IFRS are beneficial and will according to accountant A provide “good corporate 

governance”. 

 

It is of great importance to recognise that the outcomes could have been different if the study 

was based on the thoughts of accountants in another country. The reason for this is that the 

UK has traditionally followed the rules and standards of the Anglo-American system. If the 
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study was based on the opinions of accountants working in a country which traditionally 

follows standards of another system, e.g. Sweden, the outcome of this study might have been 

different. For this reason it is reasonable to say that the opinions regarding the IFRS might 

differ depending on which country the study is based. 

 

 

 

6.3. Recommendations for further studies 

 

Our recommendations for further studies include interviews of multinational companies in 

order to get first hand information about how they interpret the harmonisation and how it has 

affected them. A broader research including different countries in the EU would be interesting 

in order to investigate whether the harmonisation has different outcomes for listed companies 

in different countries in the EU, this will however require extensive resources and time.  

Also, in order to increase the validity and reliability of the study a broader range of 

respondents should be included in the research. 

 

As accountant A said, despite more complex accounting, it is more realistic that a larger 

company will be able to implement the new standards than a smaller one. Indeed there is 

significant ongoing discussion within the accounting industry relating to a sensible approach 

for implementing FRSSE (Financial Reporting Standards for Small Entities) and FRSME 

(Financial Reporting Standards for Medium Entities). Hence a research on how these 

standards are developed and interpret by SMEs and if they are demanded would be an 

interesting research subject. 
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7. Appendix 
 

7.1. Pre-pared interview questions 

 

1. What do you think about EU‟s work to harmonise accounting standards among their 

member states? 

 

2. How do you think accounting harmonisation has affected European multinationals in 

general? 

 

3. How do you think accounting harmonisation has affected multinational companies in 

the UK? 
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4. What is your opinion about the harmonisation? 

 

5. Has the harmonisation affected you in your workplace? How and in what way? 

 

6. Do you think that accounting and financial harmonisation is beneficial? In the long 

and short term? Why? 

 

7. Do you think that it is better to adopt the IFRS standards or was it better when the EU 

issued their own directives for the harmonisation? 

 

8. Why do you think there is a need to have standardized common standards? What do 

you think the main motives for the harmonization process were/are? 

 

9. In your opinion in what specific areas/aspects has the accounting harmonization 

affected multinational companies?  

 

10. Why do you consider the harmonization to be beneficial for the companies? In what 

ways is it beneficial?  

 

11. According to you, what are the main differences between the UK GAAP and the 

IFRS? Is there any major specific differences? Would those cause any problems for 

the implementation of the standards?  

 

 


