Available online at http://www.journalijdr.com

1JDR

International Journal of Development Research
Vol. 08, Issue, 01, pp.18226-18232, January, 2018

ORIGINAL RESEARCH ARTICLE OPEN ACCESS

THE ACCOUNTING HARMONIZATION AFTER THE ADOPTION OF IAS’S/IFRS’S. THE CASE
OF GREEK AND ITALIAN LISTED COMPANIES

*1Vazakidis Athanasios and 2Konstantinoudis Kleanthis

University of Macedonia, 156 Egnatia St., P.0. 1591, Thessaloniki, 54006, Greece
2Technological Education Institute of Central Macedonia, Terma Magnisias, 62124, Serres, Greece

ARTICLE INFO ABSTRACT

Article History:

Received 29" October, 2017
Received in revised form

13" November, 2017

Accepted 17" December, 2017
Published online 31* January, 2018

Our methodology based on H index measurement, in order to determine if the adoption of IASs
has increase the level of harmony. The sample constituted by Greek and French listed companies
which are belonging to FTSE/ASE 40, and FTSE/MIB 40, that have been adopt IAS’s after
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and financial statement preparation. The results indicated that across the examined period 2013 -
2015, the majority of the H indices comparisons were positive and statistically significant for

Greece. However, results for France indicates an almost totally disharmony.
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INTRODUCTION

The necessity for channeling comparable and reliable financial
information has been one of the objectives of
internationalization of trade. For this reason, the adoption of a
common accounting codification system was adopted through
International Accounting Standards - International Financial
Reporting Standards. The difference between the latter and the
Generally Accepted Accounting Principles applicable in each
country is of particular interest. Despite the fact that there are
arguments about how we classify and measure the process of
harmonization, there is an agreement as far as concerns: one
procedure that raises the comparability of financial statements
among different time frames and national borders. The basic
hypothesis of the analysis around harmonization is how the use
of common account’s practice between different firms will
improve the degree of comparability between financial
statements. (Van der Tas, 1988). Nobes and Parker (2008) are
in accordance with this opinion supporting that the
harmonization as a procedure is something that lessen the
alternative accounting policies and raises the homogeneity of
accounting practices.
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However, there are also researchers that argue with the change
of national GAAP. More specifically, they disagree with the
view that the quality of accounting should be reinforced,
because of inherently differences into the international
environment of financial information. According to this they
support that the local GAAP better suits with the local business
environment. This is obvious according to different cultures in
which accounting standards developed (Doupnik T.S., 1995).
Moreover, they support that TAS/IFRS are based on the
principles that provide flexibility, which is driving, in some
cases, to earnings manipulation. This resulting to reduce the
accounting quality on users (Athianos et al, 2004). Finally,
Baker and Barbu (2007) on their study about the development
of accounting harmonization consider that the right approach
of the issue demands the attribution of: harmonization,
normalization and standardization. Harmonization pursues to
lessen the diversity of accounting choices so as to be more
comparable. The creators’ expectations in relation to the
upcoming ‘harmonization’ can vary. Normalization is the term
which is equally used with the term of standarization. This can
have its roots in the English word «standard» that has been
translated as ‘norme’ from the French language. As a
consequence, the accepted meaning of the word standarization
sometimes is misinterpreted as normalization. Owing to this
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misunderstanding in terminology, we define normalization as a
term which stands between harmonization and standarization.
On the stage of harmonization there are accounting rules, but
they are not strict. As the procedure of [.A.H. continues, the
rules are formed, leading in that way to a reduce in the
numbers of accounting choices and consequently in a more
standarised form. Tay and Parker (1990, 1992) claim
normalization as «a movement to standarization ».
Standarization in the procedure of I.A.H. is the period of
uniformity or similar to uniformity. It is a stage which is
characterized from bigger ambition. This derives from the fact
that standarization adopts a unique group of accounting rules
and practices that totally compliance with the rules are
required. In standardization, the alternative choices are limited.
To sum up, all the accepted meanings agree with a wide
variety of practices which are widely agile and vary towards
total uniformity.

MATERIALS AND METHODS
Types of Accounting Harmonization

Accounting harmonization and the use of common practices in
the way that the firms depicts financial statements constitutes a
useful tool in order to provide entities useful and reliable
information’s to users. The deviation from a ‘common
accounting language’ creates difficulties in the productivity of
firms and especially multinational firms. On the other hand,
external users such as investors, face difficulties to take
investing decisions. Though the study of harmonization
becomes easier dividing it in two categories: the real and the
typical harmonization. Real harmonization describes the
accounting harmonization practices which are used in different
firms. It is about the cohesion of the real application of rules.
Typical harmonization describes the harmonization of rules
and practices. On a theoretical basis, provide the similarities
and differences noticed in the accounting rules in different
countries. In literature, several researchers comment on the
typical and empirical harmonization by using the terms
‘dejure’ and ‘defacto’ respectively. However, Van der Tas
(1988) differentiates the use of both terms. As de jure
harmonization claims the whole of the rules and modifications
determined by law and business union. On the contrary de
facto harmonization includes practices as the introduced in
their real application. Moreover, he adds that the typical
harmonization is essential so as the real to succeed. Despite the
fact that de jure harmonization cannot verify the existence of
de facto, it is considered essential because without the legal
limitation of alternative choices it cannot exist a significant
harmonization of accounting practices. Keeping in mind that
the cause of international comparability of financial statements
and the functional difficulty that there is in the process of
measuring and evaluating harmonization, the most appropriate
method for measuring seems to be the de facto harmonization.
In this helps the great amount of studies that have grown
around this subject throughout time. (Tay & Parker, 1990,
Athianos et. al, 2007).

Literature Review
Literature review of harmonizing accounting practices
Relative research on the use of accounting practices aim to

reinforce the comparability of financial statements (Van der
Tas, 1988). Harmonization is a procedure which correlates

with the terms of normalization, standardization and
uniformity. Standardization promote the uniformity of the
financial statements and lead to a steadiness through formed
rules. In addition, standardization, seems to be related with’
the decline or the exclusion of choice’ (Van der Tas, 1992).
Finally, the harmonization of accounting practices is a matter
that demands special approach (Athianos et al, 2005, Schuetze
1994, Goeltz 1991). Archer, et al, (1996) apply two
systymatical factors, the first is the national harmony and the
related changes through time and the second is the disharmony
inside countries, because of national differences in the choice
of accounting policy. The results have shown a harmonization
of a low level. McLeay, Neal, & Tollington, 1999 studied
harmonization and standardization separately giving a method
for measuring harmonization that allows the use of alternative
methods of accounting practice. Researchers prove that
disharmony exists because of a systematic disharmony that
local rules and practices are the only responsible. Tower,
Hancock, & Taplin, 1999 due to the observed speed of IAS’s
that Australia has adopted in accordance with other countries,
lead an investigation in six counties in Asia-Pacific. In a
sample of 512 annual financial statements of listed firms have
used multiple regression analysis and concluded in the
outcome that local factors affect in a significant degree the
rules of financial information. Floropoulos & Moschidis,
(2004) studied the readiness of small Greek firms in adopting
IAS’s — IFRS’s. The sample contained the answers of 70
accountants in a questionnaire of 14 questions in 2003. The
results have shown the level of readiness of applying IAS’s-
IFRS’s depends if the firm is listed or not, the size of the firm
and the level of its activity. In addition, the size of firm
depends on the qualifications of the accountant and his
experience. There is no relationship between the statury of the
firm (listed or not) and the level of the accountant’s
familiarisation with the application of IFRS.

Jaffar & McLeay, (2007) studied the length of accounting
harmony in Europe before the transition to IFRS, supposing
that accounting methods harmonized with when «all the firms
are active in the same business adopt the same accounting
policy for the same transactions, regardless of their base». The
factors which were examined are inventory, depreciation,
goodwill and the chances of using alternative accounting
methods. The empirical results show that international reports
and the size of a firm are important factors to achieve
harmonization. Finally, the effects of the environment of the
country are bigger than the sectors which are not agree with
harmonized accounting. Moreover, Jinghan & Peng, (2007)
studied the Chinese policies adopted in an attempt to create
fertile environment for the harmonization of domestic GAAP
with IAS’S. The research reveals that reformation of a firm’s
management has no significant change in this direction. The
action of Chinese accounting practice towards IAS’S-IFRS is
owed especially of 2001 policy according to the abolishment
of income gap. Researchers characterize the corporate
governance as effective and point out that steps need to be
taken not only from the government’s side but also from the
firms so as to succeed a healthy transition. The relation
between costs-benefit by adopting IAS’S in countries with
different approaches on the subject of harmonization tried to
study Taylor, (2009). The study is based on secondary data
derived through financial statements. The sample constituted
by 150 listed companies at random chosen (United Kingdom,
Hong Kong and Singapore) for the first year of IAS’s-IFRS’s
adoption. The results conclude that the size and the cost of the
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transition of financial statements in the U.K.are bigger than
that of Hong Kong, while Singapore takes the third place. It is
also reports that in these three countries the benefits for the
users from the adoption of IAS’S, are insignificant in
comparison with the value of the given information if it was
used the domestic GAAP. The study of Tan, Wang, & Welker,
(2011) examines the way that the harmonization of IAS’S
affects the financial analysts.

Throughout research we comprehend that the right adaptation
of TAS’s is an attraction for foreign analysts, who either use
the same accounting standards, or have got previous
experience, on that standards. Furthermore, the obligatory use
of TAS’s leads precisely to the estimations of foreign financial
analysts. Researchers add that with the procedure of
harmonization of accounting practices simultaneously exists an
increase in the number of the local analysts who are
experienced in the new accounting standards. Nevertheless, the
foreseeable preciseness of the latter does not seem to affected
directly by the use of IAS’s. As a conclusion, the results show
that accounting harmonization increase comparability that
boost the usage of accounting standards.

Athianos, (2013) examines the impact of changes in
accounting practices for Greece. Having separated the research
in three parts analyses: The degree of harmonization of firms
with the obligatory disclosures, as they are proposed in IAS’s /
IFRS’s, concluded in an average degree of compliance at 90%.
The contingency of the value relevant that estimates the
essential effect the book value and the net income, with
important modifications in the value relevant of accounting
information between 2004 and 2005. The degree of foreseeing
the earnings from the financial analysts and the limitation of
estimation earnings errors. He concludes a significant
improvement in foreseeing the earning and the parallel
decrease of errors. Combs A, et, al (2014) study the cultural
impact of harmonization of the Russian accounting practices
with TAS’S. The results show a theoretical view of «Russian
culture» which has got an impact in the Russian accounting
practices with ATIXTI.

Methodology and Data

The data obtained through annual reports of sample firms. The
sample constituted by companies were included in FTSE-ASE
40 index, listed in Athens Stock Exchange, as well as, French
companies chosen were listed in CAC 40, listed in Paris Stock
Exchange. Our observations span from 2013 to 2015. From the
initial data gathering we exclude financial services firms.
Consequently, the chosen  business reflects an
interdepartmental combination from trading and industrial
companies which are affected not only from endogenous but
also from exogenous factors, according to degree of
extroversion of each company. As a result of the above the
total sample of companies is 80.

Methodology

In the accounting harmonization, the relevant variables are
two. First, the number of the firms which use every accounting
method and second the accounting method that have already
been used. More specifically, in this paper the index
Herfindahl (H) was used. The index H compares the relevant
frequency of accounting methods which are used among firms
of the same country of the examined sample. Index Herfindahl
for a sample of firms is described as following:

N 2
H=Y)p,
I=1

H= Herfindahl index.
N= number of accounting methods.
Pi= Relevant frequency on the sample of accounting method

Index H varies between 0 (no harmony) and 1 (complete
harmony) among the firms that use the same accounting
method. The target of a country is to fulfil the perfect
harmony, so as to acquire completely and rightly the directions
of adoption that TAS’S impose. In a complete harmony, the
whole of the firms converges to the same accounting method.
This helps to allow data to be used and compared by both
internal and external users. Except of the index H, in literature
exist index C and index I. Index H and index C provide
harmonization —measurements of accounting practices
providing information on the frequency of use of the same
accounting method or policy. Furthermore, index H is applied
on a national level, whereas index-I measure the harmony on
an international level. Index C is the ratio for the essential
comparability of different accounting methods, including
multiple reports and it is described as follows:

C_alo(al—l)-l-QZ(GZ—I)—QIZ-(GIZ—I)

me(m—1)

C=harmonization index of each country
oy, Oz, B13 =qgccounting reports
m=the number of countries under examination

Index I, as a different version of index H, provides a correct
schematic plan of the wideness and level of accounting
harmonization among the countries, which is described as
follows:

f i=relative frequency of method I in country
m= number of countries
n= alternative number of accounting methods

A rising trend of index H will mean the improvement in level
of harmonization, decreasing simultaneously the already used
alternative accounting methods (the decrease of accounting
alternatives is an important target for IASB, assuming in that
way the level of harmonization increases). A high price for the
index proves the right use of the standards, smooth operation
of the edited mechanism and as well as use of financial
information. On the contrary, a deceasing in the index will
show a dis-harmony, in the sample of firms. This fact will
mean that not progress was made and also that there is no
success in the adoption of TAS’S / AIIXII of the firms is not
completely. Therefore, despite trying to succeed a decrease in
the number of accounting practices, we face an increase,
because the firms have multiple accounting choices. This can
lead to a creative accounting and distortion of the real
accounting results. In practice, the outcome will be connected
to the management that using legally or illegally the
combination of the accounting practices mislead users and
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especially, in larger disharmonies, affect the smooth function
of financial and states mechanisms. Afterwards, a comparison
of index H between the examined period and the year of first
adoption of IAS will be made in order to verify if the adoption
of accounting standards has led to a convergence of accounting
practices, or the financial crisis, in Greece, has created a
“relaxation” in the implementation of standards and mandatory
disclosures from both business and audit mechanism. The
examined variables focused on implementation of three basic
accounting policies which are: the method of evaluating
inventory, the method of choice of depreciation-amortization
and the method of preparation of financial statements.
According to IAS’S., for the preparation of financial reports of
the firm the implemented method must be predefined.
Especially for Greece according to the related laws and 1AS’s
2 the methods of measuring inventory include FIFO, Weighted
Average and of Successive Balance. The basic depreciation-
amortization methods, as defined in IAS 16 are the straight
line and reducing balance. Finally, according to IAS 1, for the
preparation of financial statements, the historical cost
suggested as for initial recording of any transaction while fair
values apply for the rest of useful life.

The use of alternative methods, which are not clarified through
disclosures has led us to create an alternative option ’other
methods’ for all examined accounting policies. In addition,
firms that do not disclosure any method, is taken into account
as non-disclosure. That result affects the H-index as (non-
disclosure) it is taken into account as accounting treatment and
policy. We claim that, this creates a clearer result of how the
accounting practices treated by the firms. As far as the study of
French firms the alternative methods to measure inventories,
depreciation-amortization and the preparation of financial
statements vary. The influences from the Anglo-Saxon
Accounting Model, as well as the different tax-business law,
they give more choices to one of the categories under
examination. The increase in alternatives creates a risk of
altering the company’s real situation through creative
accounting and manipulation of the results.

For the study of each country we have created table for each
one of these policies, including the following:

e Methods of evaluating inventory: LIFO, FIFO,
weighted average, successive balance, low price, other
methods and non-disclosure

e Depreciation - Amortization Methods: straight method,
reducing balance, historic cost, market value, other
methods and non-disclosure.

e Reporting method of financial statements: costs basis,
historic cost, other methods and non-disclosure.

RESULTS

Harmonization Degree in Greece

The measurement of inventory includes five different methods.
These methods are LIFO, FIFO, weighted average, successive
balance, and other methods which are not acceptable from the
tax authorities and the category of non-disclosures. We found
that the majority of the firms (76%) uses the method of
weighed average cost, 11% implement FIFO and the 13% does
not disclose any method. However, the method of successive
balance was not an option. After that the level of harmony-
index H equals to 0,6066 = 60,66%. It is clear that there is a

preference for a particular method from the % of the sample,
but the objective is that the index H reaches 1 or very close to
it so that we can speak of high harmony with the Standards.
Moreover, 13% of firms not disclose any method, which raises
interest in increasing the manipulation of results. In addition,
for 2014, 78% of weighted average cost method applied, while
the method of FIFO is applied only by 11%, remaining at the
same percentage as 2013 instead of non-disclosure which
reduced by 2% in relation to 2013, from 13% to11%. The rest
of available methods there are no evidence of implementation.
Index H is equals to 0,6325 = 63,25% improving level of
harmonization by 3%. This fact shows a convergence towards
a method that, if continued, will lead to positive results for
achieving harmony. Finally, for the year 2015 the evaluation
methods of inventory introduce similar percentages with those
of 2013. To be more specific, the 76% used the method of
weighted average cost, 11% implement FIFO and the rest 13%
of firms not disclose any method. The index H takes again the
percentage of 0,6066. As regards the depreciation methods
used by the sample companies, the straight-line method, the
other methods and the non-disclosure were taken into account.
The results are set at high harmonization rates as 99% of
companies use the straight-line method, only one company
does not disclose while the other methods, ie depreciations that
are not clear how they are performed, are not observed. As a
result of the above in 2013, index of harmonization in Greece
comes at 0,9802 a fact that is connected with the high harmony
and the rising probability of compare among the firms.
Accordingly, in 2014 achieving a perfect level of
harmonization, it scores 100% in the straight-line method.
Therefore, other methods and non-disclosure are of no value.
As a result, index H is 1. The high level of harmonization
creates conditions of the improvement in flowing of
information towards the external users of the financial
statements. The same level of harmonization it is noticed
through 2015 in a percentage of 100% for straight -line
method. The rest of the alternatives, as it is obvious, keep zero
percentage. Index H also equals to 1, it as perfect
harmonization.

Finally, in the measurement and preparation of the financial
statements, we have taken into account the methods of
historical cost, other methods and non-disclosure as options for
treatment of the preparation of the financial statements. In
2013 the majority of firms in a percentage of 90% used the
method of historic cost, the 10% did not disclosure any other
method (i.e fair values), while no firm was included in the
other methods. In 2013, the majority of enterprises with 90%
used historical cost method, 10% did not disclose and no
business was included in other methods. The H index, for the
preparation of the financial statements, is 0.82. It is fairly high
price, but there is room for improvement. Regarding the 2014
notice that all companies do not show differences in relation to
the corresponding year of 2013. The same companies used the
same preparation methods, with H remaining at 0.82. Finally,
for 2015, 92% prepared their financial reports according to the
method of historical cost. Other methods were not observed in
the sample and the companies that did not disclose fell to 8.
The H index was 0.8528.

Table 1. Price index H for Greece

2013 2014 2015

Inventory 0,6066 0,6326 0,6066
Depreciation 0,9802 1 1
Financial Statements  0,8200 0,8200 0,8528
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Harmonization degree in Italy

Regarding the measurement of inventories in 2013, 43% of
companies under examination, used the weighted average cost,
while 20% apply FIFO method, and 30% are non-disclosure.
On the contrary, low percentages are observed in use of LIFO
by 3% and in other methods by 5%. The dispersion between
the alternative methods is great, despite the fact that the
weighted average cost method was the first choice of
businesses, recording the highest rate. This combined with
non-disclosure at 30% is potentially weak and does not allow
for high harmonization rates. This is confirmed by the low
value of the H index (0.31). In 2014, was not observed any
difference with the previous year (2012). All percentages were
conserved and no firm has changed the method of
measurement of inventories. Consequently, index H remain at
a percentage of 0,31. This result leads us to the conclusion that
the company management does not have a tendency to change
and improve the image of the financial statements, which are
not functional for the smooth achievement of the
harmonization objective. Finally, for 2015, the number of
enterprises that do not disclose any method of measuring
inventories remains unchanged, equal to 30% of the sample.
However, we observe that 47.5% of the companies disclose
that the inventory is measured according to the weighted
average cost method, 20% according to FIFO and 2.5% uses
LIFO method. In addition, it was observed that 5% of the other
methods, in the current financial year, were moved to the
weighted average. Nevertheless, the H-index did not show any
significant improvement as it increased from 31% to 35%.

Respectively, depreciation in 2013 shows almost a separation
of options between the straight-line method with 42.5% and
the non-disclosure by 47.5%. The historical cost method and
other depreciation methods are used at 2.5% and 7.5%
respectively. As a result of this, H remains at a low level, at
0.41, indicating a low degree of harmonization. Finally, in
2015, 40% of the companies apply the straight-line
depreciation method. Correspondingly, 2.5% used historical
cost and market value method. Also, 10% uses other
depreciation methods, while companies that do not disclose,
remain in a significant percentage of 45%. As a result, H index
rely below of 40% (37%). The results of the H index for the
preparation of the financial statements are in line with those of
the French companies. More specifically, in 2013, 43% of the
companies did not disclose the financial statements preparation
method. While 38% prepares the financial statements
according to the historical cost method and 15% on the cost
basis method. However, the majority of companies do not
disclose the financial statements preparation method, with the
result that the H-index to be only 16%. Similar results are also
recorded in 2014, where 43% of businesses continue to non-
disclose. The historical cost method is applied by 40% of
enterprises, while 17.5% uses the cost base. The increase in
historical cost and cost base methods is due to the fact that no
other method of preparing the financial statements is used.
Despite this, the sustained high value of non-disclosure creates
abnormalities in achieving a high level of harmonization and
forms the H index at 19%. Finally, in the year 2015, the H
index shows a slight increase, H-index = 22%, with 35% of the
companies not disclosing the method of preparing the financial
statements, while 45% use the historical cost method and 15%
the cost base method. However, 5% of businesses do not
exactly mention the method of preparing the financial

statements. The above are presented in detail in the following
table.

H Index for Italy

2013 2014 2015

Inventories 03137 03137 0,3562
Depreciation 0,4125 0,37 0,3737
Financial Statements 0,166 0,1906 0,2275

The results of H-index show particularly low prices, especially
in the methods of preparing the financial statements. This is
particularly worrying as the diversity of the financial
statements lead to wrong conclusions when calculating
financial ratios and measuring both efficiency and business
sustainability. The observed high rates of non-disclosure of the
methods are again a negative sign for accounting policies as
well as the correct application of International Accounting
Standards.

Comparing price through transition in the present for the
Greek Market

Based on Athianos S. (2013) a research for Greece, in 2005 the
72.76% of all listed companies used the weighted average as a
valuation method for inventories. Other methods were
followed by 9.68%, FIFO by 9.32% and non-disclosures by
7.89%. Successive balance method achieves the lowest
percentage, 0.36%. This result is due to the fact that
alternatives this year were more (in line with those considered
for France).

Table 3. Inventories Measurement Methods 2004-2005-2015

2004 2005 2015

LIFO 0,37% - -
FIFO 12,59%  9,32% 11%
Weighted Average  42,59%  72,76%  76%
Successive Balance  0,74% 0,36% 0%
Lowest Price 5,93% - -
Other methods 10,37%  9,68% 0%
Non Disclosure 27,41%  7,89% 13%

We observe that the weighted average cost method is the basic
choice of companies, but convergence towards it in the past
years has increased by about three percentage points. The
percentage of non-disclosures is higher than in 2005,
indicating a need for control to achieve a proper flow of
information to users. Regarding depreciation, the 97.85% used
a straight-line method and only 1.08% did not disclose.

Table 4. Depreciation Methods 2004-2005-2015

2004 2005 2015

Straight Line 0,74% - 100%
Reducing Balance 2,59% 9,32% 0%
Stable Methods 3,33% 97,85% -
Historical Cost 0,37% - -
Market Value 15,19% - -
Other methods 58,89% 0% 0%
Non Disclosure 18,89% 1,08% 0%

During the transition, it was found that the increased number
of companies using different methods without clarifying
exactly what, and the variety of use of the other methods
changed radically. With a high percentage, companies
depreciated on a straight-line basis, where for the year 2015
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they reached 100%. This leads to complete harmony and it is
obvious that the adoption was accompanied by a correct
depiction of depreciation by all the companies, which has been
maintained so far. In 2005, 92.47% prepared the financial
statements based on historic cost and only 7.43% did not
disclose. The results were identified as identical to the
previous one, based on the concentration of companies in the
use of a method and of course due to the significant reduction
of those who do not.

Table 5. Financial Statements 2004-2005-2015

2004 2005 2015
Cost Base 16,30% 92,47%  92%
Historical Cost 55,19% - -
Other methods 0% 0% 0%
Non Disclosure 28,52% 7,43% 8%

The preparation of financial statements after nine years of
mandatory adoption of IAS’s/IFRS’s is unchanged and
maintains a high degree of harmonization.

DISCUSSION

This research paper has been deliberately focused on the past
three years where Greece is still in economic downturn. In this
way, we can draw conclusions on the extent to which the crisis
has affected the way in which the financial statements are
prepared and handled. In addition, the study of an additional
country provides comparability with respect to the level of
harmonization between FEuropean countries. Lastly, a
comparison between a year Dbefore adoption, first
implementation and last year use provides a guide to drawing
conclusions on the course of business over time. For Greece,
harmonization with Accounting Standards as well as
depreciation is perfect. The levels of non-disclosure that
existed prior to adoption (18.89%) have been fully eliminated.
Businesses apply a common accounting policy by channeling
similar information’s to external users. The level of non-
disclosure on the method of preparation of financial statements
from 28.52% before implementation has fallen to 8%.
Businesses tend to be aggregated on a cost-based method with
rates above 90%, result that have not changed since the first
year of adoption of the IAS’s/IFRS’s. The H-index is relatively
high but for full harmonization required additional compliance
by the firms.

Regarding inventory valuation, the dispersion of business
between different methods was a long way forward. Since the
first year of adoption, prices have improved but not at a
sufficient level. The results have not changed much so far. H-
index is in medium-scale and implies a need for better
treatment of the rules provided by the new accounting regime.

In Italy, the overall results are not proportional to the target.
The great diversity affects and pushes the H-index to very low
levels. In particular, in the preparation of financial statements
the value of the H index tends to O resulting in complete
disharmony. The main conclusions are two. Firstly, the low
harmonization ratio hinders the financial analysis on the part
of investors, hampering the sound operation of the money
market. Second and foremost, there is a significant degree of
manipulation of the results by channeling incomplete or false
information to wusers. To summarize, in Greece the
improvement after the adoption of the International
Accounting Standards is clear. However, the same situation in

2005 and today is likely to be linked to the general economic
and social situation within the country where it ultimately acts
as a deterrent to improving and refining the harmonization
effort. Therefore, we cannot ascertain precisely whether the
adoption of IAS / IFRS is the only factor in creating a positive
trend in selected accounting policies. The reduction of
alternatives, led to the use of common accounting policy
choices. On the other hand, compared with France where the
legitimate provision of an increased number of choices does
not drive businesses towards a harmonization of accounting
policies.
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