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Abstract

Financial reporting, in terms of the internationalization of business, has a special role because the preparation of the complete
and exact information is vital for users of financial statements, to support their decisions. Recent years in many countries there
is a tendency towards harmonization of the use of International Financial Reporting Standards (IFRS). In this sense IFRS
represent a set of accounting standards that enable the compilation of comprehensive and transparent financial reports. In
Kosovo, since 2011, with the Law on financial reporting has become mandatory application of IFRS for all entities. Fulfilling
this obligation, except different priorities, often presents numerous difficulties for entities in their practical implementation. The
practical application of IFRS for entities presents a problem because of the complexity of these standards and frequent changes
made by the makers of these standards. Analysis of the collected data enables the detection of the current state of practical
implementation of IFRS and problems during the implementation of accounting standards by entities. Based on data collected
from the practical problems of economic units, will made recommendations in order to assist professionals in the accounting
field, without damaging the quality of financial information.
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1. Introduction

In the globalized capital markets, differences in accounting standards, makes financial statements less understandable and
comparable. These differences hamper the ability of efficient capital commitment of investors and creditors.

Application of International Accounting Standards (IAS) assists companies seeking financing, reducing the costs of being
in compliance with different accounting standards. In this way it reduces the risk of information for capital providers, as a
result of trust in the information of financial statements prepared under International Financial Reporting Standards (IFRS).

In Kosovo since 2011, all large enterprises, small and medium-sized entities, that are limited liability companies, are
required to apply full IAS and IFRS to the preparation of financial statements (Law 04 / L -014).

2, Objectives of the study

The application of IFRS / IAS, except priorities of the financial reporting, there are some problems in practice, due to the
complexity of these standards. Problems also arise because these standards are changed too often as a result of the global
needs of modern economy.

In terms of Kosovo's economy, the application of these standards becomes complicated and costly. Lack of professional
staff for the application of these standards increases the problems of applying these standards, especially for small and
medium entities. This issue becomes problematic because, based on the current law, all entities regardless of their size,
are required to apply full IAS and IFRS for the financial reporting. Therefore, the main purpose of this paper is to make
evidence of the level of implementation of international financial reporting standards and the problems that arise in practice
in relation to these standards.
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3. Methodology

In the case of data collection for this research, used is critical incident technique (CIT). CIT is a set of procedures that are
characterized by collecting data from direct observations of human behavior.

Where researchers faced weak or no theoretical foundations for the phenomenon they studied, they consider the CIT as
an appropriate means for developing the conceptual structure for their research (Walker and Truly, 1992).

Critical incident technique helped to identify the topics that appear when accountants assess the problems of
implementation of accounting standards.

Survey to identify critical incidents

To collect the necessary information are used surveys. For conducting interviews are engaged colleagues who are working
in the profession of accounting and auditing, who interviewed accountants of entities, in order to obtain relevant answers
about the questions in the form of interview.

In this connection interviewed 15 accountants of entities, who were asked to respond to an identical question:
"Do you have problems in the application of accounting standards in your entity and what are they?"

From interviews conducted in connection with this problem, made with accountants of interviewed entities, are collected a
total of 85 cases of critical incidents (Table 1).

Table 1
Description Nr. of %
incidents

1 IAS / IFRS are voluminous 12 14.12
2 Are IAS / IFRS are complicated 11 12.94
3 Problems due to frequent changes of IAS / IFRS 1 12.94
4 Inadequate translation 10 11.76
5 Uncertainty 9 10.59
6 Great divergence between IFRS and local tax laws 7 8.24
7 Management is not interested in implementation of IAS / IFRS 7 8.24
8 The implementation of IAS / IFRS is costly 6 7.06
9 Terminology 6 7.06
10 Discrepancy 4 4.71
1 Other 2 2.35

Total 85 100.00

The results presented in the table show that the International Accounting Standards are voluminous, which is observed in
12 cases and participates with 14.12% in the total critical incidents found by the interviews conducted. IFRS are complex
and change often it is reported in 11 cases of critical incidents. Inadequate translation of IFRS is reported in 10 cases of
critical incidents.

Other findings were reported in the number and percentage of their participation in total of critical incident techniques.
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Hypotheses

For the design of the hypotheses we are based in cases of critical incidents, obtained from interviews conducted with
accountants of economic entities.

These hypotheses are as follows:
H1 = Problems in the practical application of IAS / IFRS in Kosovo are in their complexity and frequent changes.

H2 = Entities have inadequate attitude regarding the implementation of IFRS.

H3 = Small and medium entities must apply IFRS for SMEs.

The research questionnaire

The data obtained from interviews conducted by the method of critical incidents and previous findings from the review of
relevant literature in this field, have served as a basis for the design of the research questionnaire.

To test the hypotheses, was designed research questionnaire, which enables the identification of problems faced by entities
in the compilation of financial reports. The questionnaires were sent to the accountants of entities in the period January-
February 2014. The questionnaires were sent via mail to 180 businesses, and 52 questionnaires were received and were
judged useful for the study.

4. Analysis, data explanations

To test the hypothesis we have processed and analyzed the results of the data collected.
H1 = Problems in the practical application of IAS / IFRS in Kosovo are in their complexity and frequent changes.

To test this hypothesis, we have analyzed the responses to our questionnaire regarding voluminous, complexity and
frequent changes of IAS / IFRS (Tab. 2, 3 and 4).

Table 2
Are the IAS / IFRS voluminous?
Frequency Percent Valid Percent Cumulative Percent
Valid no 8 15,4 15,4 15,4
n/a 3 58 58 21,2
yes 41 78,8 78,8 100,0
Total 52 100,0 100,0
Table 3
Are the IAS / IFRS complicated?
Frequency Percent Valid Percent Cumulative Percent
Valid no 12 231 231 231
n/a 2 38 38 26,9
yes 38 731 731 100,0
Total 52 100,0 100,0
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Table 4
Do you have problems due to frequent changes of IAS / IFRS?
Frequency Percent Valid Percent Cumulative Percent
Valid no 9 17,3 17,3 17,3
n/a 2 338 38 21,2
yes 41 78,8 78,8 100,0
Total 52 100,0 100,0

From the above results of the paper can be concluded that the hypothesis H1 that has to do with the complexity of
international accounting standards and their frequent changes, it is proven in its entirety, since over 70% of respondents
think that the IAS / IFRS are voluminous, complex and change frequently.

H2 = Entities have inadequate attitude regarding the implementation of IFRS.

To test this hypothesis, we analyzed the answers to our questions regarding the disinterest of management for
implementation of IAS / IFRS (Tab.5)

Table 5
Is management not interested in implementation of IAS / IFRS?
Frequency Percent Valid Percent Cumulative Percent
Valid no 22 42,3 42,3 42,3
na 1 1,9 1,9 442
yes 29 55,8 55,8 100,0
Total 52 100,0 100,0

As stated above, we conclude that the hypothesis H2 is proven, regarding management's disinterest for the implementation
of IAS / IFRS, because 55.8% of respondents answered in favor.

H3 = Small and medium entities must apply IFRS for SMEs.

To test this hypothesis, we have analyzed the responses to our question: should SMEs to apply IFRS for SMEs? Results
are presented in the following table:

Table 6
Should SMEs to apply IFRS for SMEs?
Frequency Percent Valid Percent Cumulative Percent
Valid no 2 38 38 3,8
n/a 2 38 338 77
yes 48 92,3 92,3 100,0
Total 52 100,0 100,0
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As was noted in the table above, we can conclude that the hypothesis H3 is proven, about the reasonability of implementing
the IFRS for SMEs, for small and medium entities, because 92.3% of respondents answered in favor.

Our results are supported by findings of previous studies. MG Baldarelli, Demartini P., Skare ML (2007), have come to the
conclusion that the application of IAS in Croatia entities has been low due to their complexity.

Pacter (2013), has found that SMEs, in case of application of IFRS for SMEs, freed from the burden of applying full IFRS.

Fitzpatrick and Frank (2009) state that SMEs are entities that publish general purpose financial statements for external
users and do not have public accountability.

The accounting profession has long struggled with the idea that the financial reporting needs of small, closely held
businesses often differ from those required by large, publicly traded companies (Zanzig, & Flesher, 2006).

Standard setters have made their requirements deliberately difficult to implement (Moore, 2002).

Conclusions / Recommendations

Results of this study show that IAS / IFRS are complex and voluminous and their implementation requires certain knowledge
by professionals. The current accounting law in Kosovo requires from SME to apply IAS / IFRS, which is completely
irrational and illogical.

Most countries in the region and in the whole world in their legislations have regulated this thing so that for SMEs to apply
IFRS for SMEs or have adopted national accounting standards for their needs.

Results of this study show that the majority of respondents believed that SMEs should apply IFRS for SMEs. This is
reasonable since the IFRS for SMEs is adapted to small and medium enterprises that do not have public accountability,
shares which are not traded in financial markets. This standard takes into account the capabilities of SMEs to prepare
financial information and the cost of their preparation.

We recommend changes to the current Law on financial reporting in Kosovo, so that SMEs must applying IFRS for SMEs
because this standard is suitable for these entities and enables comprehensive and transparent financial reporting.

In order to improve the situation regarding the implementation of IAS / IFRS recommend that professional associations to
organize continuous trainings and professional staff participate in regular trainings with regard to these standards.

Results of this study show that the management of entities is not interested in the implementation of accounting standards.
This fact is worrying and illogical in terms of the need for comprehensive and transparent financial reporting.

We recommend professional associations to organize meetings with the management of entities in order to make their
awareness about the importance of the implementation of IAS / IFRS for financial reporting by watching the possibility of
hiring professional accounting staff.
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