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Abstract

The IFRS for SMEs is an important element for attaining competitive advantage, attracting
investors and gaining access to financial assistance in today’s world of competitive business
irrespective of their size. The study assessed the adoption and implementation challenges of
IFRS for SMEs among SMES in GA East (Madina). To assess the adoption and implementation
benefits and challenges, a qualitative research and conceptual and theoretical framework was
developed. These guided the design of the data collection instrument to suit the research. The
study collected primary data by conducting interviews on 20 respondents. Purposive sampling
techniques were used to select the firms. Data collected as transcribed and coded into the Nvivo
software. The study revealed that, about 60% of Small and medium entities in Madina do not
have knowledge about the IFRS for SMEs. The study further revealed that meeting regulatory
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requirements and avoiding noncompliance cost were some of the factors that necessitated firms
with little knowledge on the standard to adopt it.

Keywords: IFRS, SMEs, GA Est, Ghana, Adoption, Implementation, Regulatory, Non-
compliance
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1. Introduction

In recent times, the rate at which economies and businesses engage in international trade has
significantly increased. For this reason, investors, financiers, business partners and decision
makers who are comfortable with the international standard, s may not find financial statements
prepared in accordance to the local generally accepted accounting principle (GAAP) useful
(Gyasi, 2010). Titilayo, Folashade and Ifeoma (2014), stated in their study that, highly
accepted measuring stick dialect of accounting should be used by Small and Medium Sized
Entities (SMEs) in conveying their accounting results to their stakeholders and the intention
was to make likeness in every business view point as globalization is on the rise. This practice
will make SMEs’ financial statement reliable and simple to understand. According to the
International Accounting Standards Board (IASB) (2009), Small and Medium-Sized entities
are the principal groups of entities (public or local) with about 95 % composition on the
international market. Therefore, their contribution towards economic growth, exportation and
revenue generation (taxation), and unemployment reduction, cannot be over emphasized
particularly in developing countries (Amoako G. , 2013).

Despite their contributions and size on the market, study shows that about 60% of SMEs
become unsuccessful within their first five years in business and this was very alarming
(Boachie-Mensah & Marfo-Yiadom, 2005). Some of the reasons were the lack of requisite
skills needed to, ability to ensure and sustain growth, leverage on technological advancement
and the efficient use of human resources in order to sharpen its competitive advantage with the
major reason being the ability to secure and mobilize finances (Williams, Haka, Bettner, &
Carcello, 2008). As an emerging country, Ghana needs high-quality financial information to
access international financing resources (Alp & Ustundag, 2009). There was therefore the need
for SMEs in Ghana to discontinue with local standards for reporting purposes with reason being
that, most national standards do not give a satisfactory level of comparability (Wyk & Rossouw,
2009). As a result of the synchronization of accounting practices, the adoption of International
Financial Reporting Standards (IFRS) has increased significantly and this has led to many
nations adopting it. However, the full IFRS publicized by the IASB, has been found to be
irrelevant due to the disclosure requirements which are too extensive for SMEs (Titilayo,
Folashade & Ifeoma, 2014). These necessitated the IASB to issue the IFRS for SMEs in July
2009. According to Albu and Albu (2012), addressing the need for international comparability
in terms of financial reporting by SMEs was the main intention of the IASB for the introduction
of IFRS for SMEs. This research was therefore motivated and carried out to analyze the
adoption and implementation of IFRS for SMEs in Madina. The main objective of the study
was to analyze the adoption and implementation of I[FRS for SMEs in Greater Accra East (GA
East).

2. Literature Review

According to Pricewater house coopers (2009), the term small and medium-sized entities
(SMEs) have different meanings in various territories. Many authors argued that the concept
of SME is too broad and abstract; therefore, it differs from country to country as well as entities
to entities. However, Ward (2018) mentioned that, what exactly an SME or Small to Medium
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Entity is, depends on who is doing the defining. Depending on the country, the size of the entity
can be classified based on its number of employees, annual sales, assets, or any combination
of these (World Bank, 2017). It may also differ across industries. Hence, there is no specific
definition of SMEs due to the changing rates of improvement.

A\ M ac roth i nk Asian Journal of Finance & Accounting

In the European Commission attempt to define SMEs, they gave three distinctive classifications
of SMEs. The biggest classification was the medium-sized enterprises which comprises entities
that employ less than 250 staffs with a yearly revenue of less than or equal to 50 million Euros
and an annual statement of financial position total of less than or equal to 43 million Euros. In
continuation, they defined small enterprises as enterprises which engage less than 50
employees and their annual gross revenue or statement of financial position aggregate does not
go beyond 10 million Euros. Lastly, micro-enterprises were referred to as enterprises which
employ less than 10 employees and whose yearly revenue or statement of financial position
aggregate does not go beyond 2 million Euros. They however maintained that, the employee
headcount threshold is obligatory; nevertheless it is not compulsory to meet both revenue and
statement of financial position thresholds simultaneously (Mandilas, Nikolaidis, & Stavros,
2015).

IASB (2009), also defined small and medium-sized entities as entities that do not have public
accountability and issue general purpose financial statements to its users. The IASB (2009),
further mentioned examples of these external users to include owners who are not involved in
managing the business, existing and potential creditors, and credit rating agencies (O’Dell,
2008). According to IASB (2009), “an entity has public accountability if its debt or equity
instruments are traded in a public market or it is in the process of issuing such instruments for
trading in a public market (a domestic or foreign stock exchange or an over-the-counter market,
including local and regional markets) or it holds assets in a fiduciary capacity for a broad group
of outsiders as one of its primary businesses (most banks, credit unions, insurance companies,
securities brokers/dealers, mutual funds and investment banks would meet this second
criterion)”.

For the purpose of this study, the Institutional Theory (IT) was reviewed. According Scot
(2004), the Institutional theory is a broadly accepted theory that highlights cogent isomorphism
and legality. Institutional theory ponders on the procedures by which structures, methods,
customs and practices produce persuasive procedures for social conduct by centering on the
robust and deeper aspects of social structure. Different components of institutional theory
expound how these fundamentals are formed, adopted and adapted over time. Institutional
theory has been noted to be a treasured tool in identifying the drivers of IFRS for SMEs
adoption. Institutions are defined as social structures that have become resilient and robust
(Scott R. , 1995). Institutions can also be said to constitute regulative fundamentals, resources
and other related activities that provide stability and meaning to life (Scott R. , 1995).
Nevertheless, there exists no precise and generally accepted meaning of an “institution” in the
institutional viewpoint.

It is fascinating to note that, a supporting reason for the increasing resemblance in
organizational systems and practices across the world is that, institutional isomorphic pressures
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have been the drivers pushing organizations with increasingly comparable characteristics to
adopt policies that reflect their social position. The three forms of isomorphism contained by
the new institutional theory were recognized by Dimaggio and Powell (1991). The first form
is coercive isomorphism which emanated from political influence and the problem of legality,
the second type recognized is mimetic which results from replies to principles that face
uncertainty then the last which is normative is allied to professionalism. A critical examination
of these forms of institutional pressures following the adoption of IFRS for SMEs in African
countries offers great opportunities to clarify the institutional conditions that drive the policy
adoption decisions. An extensive discussion and the context within which each form of
institutional pressures involved in policy resolution is provided.

Coercive Isomorphism rooted from political influence in addition to legality problems.
Following this reason, the existence or nonexistence of institutions that can inspire economic
players to adapt to international accounting standards could be one of the key prime movers of
international accounting standards acceptance (Judge, Li, & Pinsker, 2010). This form of
isomorphism might instigate from all circles of the environment in which an organization
operates, be it structural or political. It assumes the form of a stringent or easy-going pressure
put forth on an institution by other bigger institutions upon which they are governed or the
social setting within which an organization function. This refers to the manipulation of
incentives by powerful factors to encourage others to implement policy changes (Simmons,
Hamann, Harenski, Xiaoping, & Barsalou, 2008). The Securities and Exchange Commission
regulates institutions whose shares are openly traded under the Securities Industry Law (1993)
and Securities and Exchange Commission Regulations (2003) while the Ghana Stock
Exchange regulates listed entities under the Stock Exchange Act (1971) and the Listing
Regulations (Worldbank, 2004).

Unlike the coercive which emanates from political influence and legitimacy. Imitations have
been prevented by the powerful force of uncertainty. Effective as well as authentic
organizations are imitated by other comparable organizations in their field of operation.
Therefore successful international businesses that originate from overseas locations are to be
expected to toe the line of IFRS and local players possibly will duplicate these successful
international businesses (El-Gazzar, Sawn, Finn, P, & Jacob, 1999). Also the inflow of Foreign
Direct Investment (FDI) has been a major factor influencing the international standards that are
of quality within a country (Guler, Guillen, & Macpherson, 2002)country. Guler, Guillen and
Macpherson (2002) articulated that, the inflow of Foreign Direct Investment (FDI) has paved
way for more economic cohesiveness and has therefore empowered local executives and
residents to follow what they regarded as worthwhile of being a participant of the
comprehensive marketplace. The World Bank noted that there were serious discrepancies with
respect to compliance to the Generally Accepted Accounting Principles (GAAP) of Ghana.
That is, the Institute of Chartered Accountants of Ghana (ICAG) has not updated any national
standards since they were originally adapted from international standards (Estandardsforum,
2009). The aforementioned also recognized that the Ghana National Accounting Standards
contained twenty eight (28) standards and withdrawn from the standards was its international
equivalents of certain Ghana National Accounting Standards, while ten active international
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standards were not reflecting in the Ghana National Accounting Standards as at the time of the
2004 report of the World Bank. Also, standard number forty-one (41) of the International
Accounting Standards significant to Agriculture was noticed to have been excluded from the
Ghana National Accounting Standards.

Due to the above-mentioned gaps coupled with others generated uncertainty in the accounting
profession. International Financial Reporting Standards (IFRS) adoption turns out to be of
utmost importance in identifying a remedy for these gaps. Normative isomorphism was the last
application of isomorphism within institutional theory and this 1is ascribed to
professionalization. The role of Professionals in the formulation and advisory aspects of policy
across all fields is very critical. While professionals strive to adhere to strict codes of ethics
and professional practice guidance, they turn to form a social group who exchange ideas
relating to their professional domain. Dimaggio and Powell (1991) argue that, shared principles
that result in following the line of accomplishment and thought within institutional setting
emerge from this form. Guler, Guillen and Macpherson (2002) predict that, the degree of
professional technical knowledge of a nation has a positive relationship with its ability to adapt
to standards that are of good quality and internationally recognized which were facilitated by
professional standards. Therefore, a Nation ‘s attainment of education may spark normative
pressures birthed by professionalism.

2.1 Empirical Literature

Amoako, (2013) conducted a quantitative study which employed a sample size of 210 SMEs
in the Kumasi metropolis and obtained data through questionnaires. The findings of the study
established that the owners who are mostly the managers believes that if they prepare financial
statements, the real worth of their businesses would be exposed which they perceived as
harmful to the image of their firms. He also found out in his study that most SMEs in Ghana
that prepare financial statements only do so for tax purposes and not because they wish to. In
addition (Ialin & Irfan, 2010); (Ezejiofor, Ezenyirimba, & Olise, 2014) are also of the opinion
that the main reasons SMEs prepare financial statements was pressure from regulatory
authorities. They conducted a quantitative study where 250 questionnaires were distributed to
SMEs to obtain data. Maseko & Manyani, (2011) also conducted a quantitative research where
structured questionnaires were used to extract primary data from the respondents. Their study
focused on accounting records keeping practices and found out in their study that, majority of
SMEs do not keep complete accounting records because of lack of accounting knowledge and
inefficient use of accounting information in managing financial performance. They mentioned
again in the study that, SMEs concern of keeping incomplete accounting records in developed
and developing economies has been in existence not now but for a longer time and has therefore
been drawn towards the attention of researchers, Professional Accounting Bodies, Professional
Accountants, Economists, Investors, Policy makers and Financial Institutions.

The Report on the Observance of Standards and Codes (ROSC, 2004) also revealed that Ghana
has weak institutional capacity as well as regulatory framework, weak compliance and
enforcement of standards and rules leading to poor accounting by companies operating in the
country. The report further argued that most institutions that claim to be preparing financial
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statements were either having incomplete records or their standards of reporting were poor
irrespective of the standard they were using. Hence, most SMEs in the country do not keep
proper record of their transactions. Scott and Des (2012) concluded in their study that, the
volume of accounting practices in SMEs depends on several operating environmental factors
that include size of the business, business age and industrial grouping. They further argue that
most owners and managers of SMEs engage public accountants to prepare required information
and that they search for additional information, but only to a limited extent.

3. Methodology

With a sample size of twenty (20) from SMEs based in the GA East of the Greater Accra Region
of Ghana, a qualitative research approach was adopted to describe the target population in an
accurate way. Survey method which a type of is (Abata, 2015) descriptive method was
employed where the participants were asked to answer questions through interviews. Non
probability sampling technique was employed since the selection of the SMEs was based on
the researcher’s judgment thus, not all SMEs have equal chances to be selected. This helped to
ascertain accurate information to draw conclusions for decision making. Purposive sampling
method was employed by the researchers as used by (Sithole, 2015) in a similar research.
Purposive sampling technique was employed by the researchers because; SMEs that best suits
their study who were willing and able to answer their questions in order to meet the objective
of the study were selected.

Primary and secondary data was used in this study through a structured interview employed to
solicit information from respondents. The interview questions had three major chapters. The
first part covered the demographic profile of the respondents followed by the profile of the
business entity. The next chapter focused on the questions that the researchers sought to
ascertain from the respondents, their knowledge of the introduction of IFRS for SMEs followed
by the extent of their adoption and implementation of the standard. Finally, respondents were
provided a space to list both perceived and actual benefits as well as challenges that are
associated to the adoption and implementation of the IFRS for SME:s.

To analyze data collected, the Content Analysis (Thematic) technique was employed to
comprehend the total themes that arises in qualitative data. Using techniques like colorful
coding specific themes and ideas helps analyze recorded data to find the most common
responses. The study employed the content analyses in drawing conclusions since our data
collection techniques are such as interview data and open-ended surveys. For the analysis, The
Nvivo software was used in the processing of the raw data as used in similar qualitative research
by Betul (2004) where Nvivo was used to analyze the data and outlines the methodology that
was adopted in their study. All necessary analysis was made from the output of the Nvivo.

2.2 Analysis and Discussion of Findings

Description of the results
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Table 1. Genders of Respondents

SEX Frequency Cumulative Frequency Percentage (%)
Male 14 14 70

Female 6 20 30

Total 20 20 100

Source: Survey data, 2019.

From the table, the representative of the firms who we interviewed as our respondents had
males representing 70% of the sample size while 30% were females. Although, there is a gender
imbalance in our respondents the responses from all these respondents gives the actual
happenings of every firm. This presupposes that males are more inclined in the implementation
of the standard as compared to females.

Table 2.

LEGAL STATUS NUMBER PERCENTAGE ADOPTED PERCENTAGE

OF OF FIRMS THE IFRS
RESPONDENT FOR SMES

FIRMS

Privately owned 6 30% 6 30%
companies

Partnerships 5 25% 2 10%
Sole- 9 45% - -
Proprietorship

Source: Survey data, 2019.

From the above table, twenty (20) respondents were interviewed out of which six (6) were
registered privately owned companies and all these firms had adopted and implemented the
standard taking between 6 months to 2 years in their implementation processes. Five (5) out of
the twenty (20) were partnership firms with only two (2) implementing the standard. None of
the nine (9) respondents who were operating sole proprietorship business had any basic
knowledge in the standard with just a handful declaring hearing the name a few times but had
no knowledge of what it meant. From the table, the eight (8) firms that had adopted the standard
were bigger in terms of size and structures and were well established, with a few having
branches. This supports the claim by Aboagye-Okyere & Agbeibor (2012) who in their study
noted that, the standard to a significant extent is biased towards firms that are well structured.
This poses a question as to whether the size and structure of these SMEs were considered by
the IASB when designing the standard.

Discussion of Results

The awareness level of and the key motivators for the adoption, of the IFRS for SMEs.
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The IFRS for SMEs, was initially introduced in July 2009, and finally adopted by Ghana in
2012 by the institute of chartered accountants Ghana. It is however surprising that, 60% of the
total firms interviewed in Madina, said they had no knowledge of the said standard.

A\ M acrot h in k Asian Journal of Finance & Accounting

“Our business is not aware of any thing called IFRS for SMEs; can you tell us about it?
IFRSforSMEsR6. We don’t have any idea on what the standard is although we have heard of
it IFRSforSMEsR11. These responses show that, firms have no knowledge of the fact that a
standard has been adopted on their behalf which is expected to solve their challenges as firms.
This challenge was also identified by Arhin, Perprem, & Hulede (2017) in their study into
challenges of adopting and implementing IFRS for SMEs in Kumasi who argued that, most
SMEs have no idea of the IFRS for SMEs and added that regulatory bodies should devise
means to create awareness on the said standard.

“I am not aware of any standard like IFRS for SMEs. I do not make any good sales apart from
orders from partners to supply and so we using this standard will only be a burden”
IFRSforSMEsR1. Owners of sole proprietorship business chorused similar response that, they
did not know anything regarding the standard being referred to, by the researchers. To the few
who did not keep proper records, the standard will only put unnecessary responsibilities on
them of which they are not prepared for.

“The business is small and cannot adopt any standard; we are used to our normal way just for
tax purposes”. Upon providing a few insights into the standard to these entities, the researchers
realized that these firms have little or no interest in whatever the standard had for them and as
such were not prepared to learn anything about the said standard. There is a great need to
commence an awareness campaign to educate SMEs about the need to adopt this standard.
Kilic & Ataman (2016) in a similar study also revealed that 50% of their total respondents had
moderate knowledge while 30% had little or no knowledge about the standard. One can infer
that, an awareness campaign is generally needed in all the countries that have adopted the
standard.

The benefits to be derived from the successful implementation of the IFRS for SMEs

The introduction of the [FRS for SMEs by the IASB had with it good reasons to improve the
financial reporting framework of firms specifically SMEs. According to Zegal, yosra, & Sondra,
(2011) the adoption of the standard can advance the quality of a firms financial reporting. The
standard from its inception promised, among other things, easy understandability,
comparability and the like.

Despite the numerous challenges stated by the respondents, a few of them spoke of certain
benefits they enjoyed in the implementation of the standard.

“since we always had our financial statements prepared in our own way without any specific
format but only ensured that we capture all our expenses as well as our revenues, we always
found it difficult to get access to credit but upon adopting the standard, it has helped us gain
financial assistance from banks through the preparation of a good financial statement”
IFRSforSMEsR5. Two respondents believed that, there is a positive relationship between
quality financial statement and access to credit and therefore the successful implementation of
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the IFRS for SMEs should also help other firms in the quest to secure financial assistance. This
supports the argument by (Rudzani & Charles, 2016) that firms get easy access to loans when
they can present financial statements that are acceptable by banks for their assessment before
granting loans.

A\\ M acrot h in k Asian Journal of Finance & Accounting

“I had some business partners who wanted to invest in my business but they were not
comfortable with how I prepare my financial statement but when I started using this standard,
I have had three business partners investing in my business and in my view I think there might
other future benefits which I am yet to enjoy with the passage of time IFRSforSMEsR20. This
tells that investor confidence in firms’ financial statement is paramount when it comes to
choosing a company for investment. This supports the argument by The IASB 2009 that, if
capital providers do not understand or have confidence in the financial information they receive,
an SME’s access to, and cost of capital will suffer.

“Now that we can clearly identify our capital expenses from the revenue types, we now get a
true reflection of our profit for the period end. The business is now able to clearly assess its
financial performance for the period and make the necessary decisions. This will also help us
to state the correct tax amount for every period easily” IFRSforSMEsR13.

Quiet an appreciable number of SMEs asserted that they had no benefit locally from the
implementation of the standard. “We are not getting any benefit from the use of the standard
so if it comes to benefits what we can lay hand on is the knowledge that we are complying with
regulatory requirement and avoiding any penalty from noncompliance”.

“Although we are using the standard, we have not had anything to do with international credit
facilities or any international investment from and a foreign investor but we have had benefits
within the country” IFRSforSMEsR17 “Although we have international investors, it was not
as a result of the IFRS for SMEs adoption that they invested in this company. This is because
we had them as investors because they are relatives and they also invested into the company
before we adopted and implemented the standard IFRSforSMEsR3.

None of the responses showed that, any firm has had any international benefit. These raises the
question as to whether SMEs in Madina and by extension the country Ghana has had more
benefits than challenges from the adoption and implementation of the IFRS for SMEs. A
similar study conducted at Kumasi one of the largest cities in the country also showed that the
level of adoption of the standard is quite abysmal probably because SMEs in the country has
gained very little of any benefits from the introduction of the standard. Aboagye-Okyere &
Agbeibor, (2012) also discovered in their study that, 70% of the issues that the standard was
established to solve, were found to be irrelevant to SMEs which also explains why SMEs are
not benefiting greatly from the standard.

The challenges encountered by firms in the implementation of the IFRS for SMEs

Challenges have become a part of every human endeavor and draws a line between human
imaginations and reality in the world. Responses from our respondents have sparked several
issues regarding the implementation of the new standard, IFRS for SMEs. However, countries
that decided to and have adopted the standard were expected to enjoy maximum benefits with
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very little room for challenges. Most of these countries were driven by high motivating
indicators to adopt the standard and therefore expected to experience the impact of these
motivating factors on the life of their businesses. It is in this regard that, Marcellan (2009) said
that, global recognition, attraction of talented finance people and the easiness in implementing
the full IFRS when required were the reasons that necessitated the release of the IFRS for SMEs.

In the same vein, different authors have argued that, the supplementary benefits to a firm
implementing the standard, will include qualification to government tenders and bank loans.
Based on this assumption, one would expect these SMEs in Madina to attract more business or
sales and to find it easier to obtain bank loans, however, responses from IFRSforSMEsR9 10,
16, 20 do not support this assumption as they emphatically stated that the adoption of the
standard has not added any significant benefit to the firm during and after its implementation
with difference in paper works being the only change. To these firms, the level of business
activities, such as sales, purchases, ability to secure credit facilities, external investment and
the like have seen little or no improvement and this view was also held by Rudzani & Charles
(2016) that most SMEs who have adopted the popular standard, could not clearly identify any
improvement that the standard has provided to their businesses.

In the view of IFRSforSMEsR 18 “Our accounting staff were not highly skilled in the standard
to support the entity in the implementation processes at the initial stage and I believe is due to
the fact that the format we have been using which makes the preparation easy, is far different
from that of the IFRS for SMEs and more so, the standard is quiet difficult”. Out of the users
of the standard in the preparation of their financial statement, IFRSforSMEsRI14,
IFRSforSMEsR20, in support of the opinion above also believed that, there are some
prerequisite skills needed by SMEs such as knowledge and ability to interpret and apply all
sections of the standard successfully.

To these firms, their staff do not possess such skills hence implementation of the standard had
been a challenge. This challenge was equally realized from a similar study conducted by
(Rudzani & Charles, 2016) in their quest to find the challenges that SMEs in South Africa
encounter when implementing the IFRS for SMEs.

Complexity of the IFRS for SME:s is a reason why the respondents under this study argued that
they lacked the necessary skills needed to implement the standard. Samugh and Devi (2015)
also stated in their findings that, the low patronage of the standard by SMEs is due to its
complex nature and the low level of technical knowledge among SMEs. Rudzani and Charles
(2016) agreed with this challenge and proposed in their study that the IFRS for SMEs should
be reviewed to reduce its level of complexity

“We have only one accountant who is a fresh graduate and can only assist the firm in
bookkeeping and other accounting related activities but has very little knowledge of the said
standard and therefore we were exposed to huge cost to start the implementation”.
IFRSforSMEsR13. “The accountant of the firm does not have the requisite skills to implement
the standard and as such we had to outsource our accounting function before we could
implement the standard” IFRSforSMEsR20.
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SMEs that are not properly organized in general, may incur more cost in operating certain
departments fully hence resort to part-time employees and as well as outsourcing most of their
functions and this is a reason why they lack professionally qualified staff who are fully
employed such similar tasks.

“We did not want to replace our accountant, but we eventually have to train him through
seminars, cost to hire a tutor to professionally groom the accountant as well as other IFRS
tutorials materials” IFRSforSMEsRI2. “When our accountants acquire professional
qualifications, their demands becomes too high for a small private company like ours and we
cannot continue paying them high salaries simply to keep them”.

Cost has become a key challenge in the implementation of the standard. 75% of our respondents
who had adopted the standard all had cost as a similar challenge. It is no surprise that, the
researchers have not yet come across studies on challenges of the implementation of the IFRS
for SMEs that did not discover cost as one of the pressing challenges of SMEs in the countries
that have adopted the standard. Similar studies conducted by, (Rudzani & Charles, 2016) and
Arhin all attested to the fact that cost has been a major challenge when a firm decides to adopt
and implement the standard.

“We were made to adopt the standard because it has been made compulsory for all SMEs when
registering the business.” IFRSforSMEsR13. Some of the respondents also expressed concerns
of how the standard was imposed on them. To them, they had to implement the standard against
their will. This is as a result of the decision by ICAG to adopt the internationally acclaimed
standard for use by all SMEs in Ghana. This observation is however supported by a similar
study conducted by Rudzani and Charles (2016) in South Africa that, an appreciable number
of its respondents believed they adopted the standard against their will. This raises the question
whether the standard should be made optional rather than its current compulsory form?

The roles of regulatory bodies in the successful adoption and implementation of the IFRS
for SMEs.

A parliamentary act established the ICAG to regulate the accountancy profession in Ghana.
They are also the accounting standards setter for the country. It is expected that since they
adopted the standard to replace the Ghanaian accounting standards, they will have measures
put in place to ensure that SMEs in the country are in better positions to adopt and implement
the standard successfully. However, when SMEs were asked of their knowledge of any role of
regulatory bodies in ensuring that SMEs successfully implement the standard as well as provide
continuous support to SMEs as and when old standards are reviewed and new standards are
introduced, they stated that, they had no such support from any regulatory body. “I have not
been aware of any role of regulatory bodies to help my business or other businesses to operate
the IFRS for SMEs” Respondent 18 “I have not been assisted by any regulatory body on how
to implement the standard” Respondent 12. This supports the argument by Arhin, Perprem, &
Hulede (2017) that regulatory and professional bodies do not support SMEs to implement IFRS
for SMEs successfully”. However, some of these SMEs have some expectations that they
expect regulatory bodies to organize seminars, training sessions. They also expected that
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regulatory bodies will set up team of professional who will be engaged with the SMEs to know
the challenges they face and assisted them to devise ways to solve their challenges.

A\ M ac roth i nk Asian Journal of Finance & Accounting

4. Conclusion and Recommendations

Overall, the outcomes of these study give an indication that, the IFRS for SMEs currently is
not known by SMEs in the country. This means that, the solutions professed by the standard to
SMEs cannot be obtained by SMEs. Access to local credit facilities was the main benefit that
the adoption of the IFRS for SMEs has added to businesses in Madina. The findings that, the
standard brought no international benefit support the argument that, the IASB’s objective of
allowing SMEs to access international competitive funds through the implementation of the
IFRS for SMEs is a distant objective. The respondents who are challenged by the high cost of
implementation and lack of competent staff to use the IFRS for SMEs support the common
assumption that there is a shortage of well qualified accountants and other financial
management expertise in the country, with the few available charging exorbitant fees. The
study also revealed that SMEs expert regulatory bodies to establish policies that will assist
SME:s in the implementation process of the standard although currently there is no such effort.

Limitations of the study

It is important to note that, this study was exploratory in nature and thus subject to several
limitations which can be addressed in future research. The first limitation relates to the small
number of interviews that might affect the generalization of the findings. The sample was
selected from only SMEs in Madina and thus cannot be generalized to all SMEs in the country.

The second restraint of this study relates to the definition of the SME itself. While it is generally
accepted that the number of employees could be used as an alternate measure for firm size,
expanding the definition to encompass the sales or revenue of the firms may produce different
results.

Recommendation for further studies

The IFRS for SMEs is a broader scope of accounting which cannot be dealt with in its entirety
in this study alone. Further studies should be conducted on:

e The relevance of the IFRS for SMEs to Micro entities who form part of the SMEs.

e The suitability of the standard from the perspective of other stakeholders in SME financial
reporting such as bankers and tax authorities.

e The usefulness and challenges of the recognition and measurement principles, disclosures
and accounting policy options of the standard.

e Studies focusing on entities on the larger end of the IASB’s SME definition could also
consider whether the IFRS for SMEs would reduce the in-formativeness of the financial
statements of these entities or fail to provide guidance on certain pertinent issues.
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