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ABSTRACT 
Harmonized accounting among European companies would contribute to creating better conditions for the free 

mobility of capital within the European Union. However, a harmonization of laws and standards does not 

necessarily lead to a de facto harmonization.  

The aim of this paper is to examine the attitude of financial managers in listed Swedish companies towards the 

implementation of IASB standards in Sweden from 2005. It analyzes whether there is a significant connection 

between attitude towards implementation of IASB standards and background variables such as share of foreign 

ownership, number of foreign subsidiary companies, number of stock exchanges on which the company is listed, 

and the proportion of sales exported. These are variables that we believe reflect a company’s extent of 

internationalization.  

The overall results show that financial managers of Swedish listed companies are cautiously positive towards the 

implementation of IASB standards. The study also shows that there is a significant connection between extent of 

internationalization and attitude towards the implementation of IASB standards. Financial managers of 

internationalized companies are generally more positive towards the implementation of IASB standards than their 

colleagues in less internationalized companies. 
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1. Background 
The first step towards harmonized accounting within the European Union (EU) began with the 

introduction of the Fourth Directive on annual financial statements (78/660/EEG) and was 

followed by the Seventh Directive on consolidated accounting (83/349/EEG). Another step 

towards harmonized accounting within the EU was the decree, approved on 7 June 2002 by 

the EU council of ministers, that all listed companies within the EU from year 2005 should 

present their consolidated financial statements in accordance with the International 

Accounting Standards Board (IASB) standards.  

 

Harmonized accounting among European companies would contribute to create better 

conditions for free mobility of capital within the European Union. However, the 

harmonization of laws and standards, so-called de jure harmonization, does not necessarily 

lead to a de facto harmonization (van der Tas, 1988; Tay and Parker, 1990). There are many 

different factors including economic, institutional, and cultural differences that affect the 

interpretation and application of accounting standards (Arwidi 1994). According to Nobes and 

Parker (2002), the most fundamental obstacle to harmonization lies in the differences from 

one country to another of taxation systems and other legal infrastructure. However, the 

interpretation and application of accounting standards does not necessarily depend on where 

the companies originate (Roberts, 1995). Companies are also influenced by other 

environmental factors. According to Roberts (1995), this means that two internationalized 

companies may have a more harmonized accounting approach than two companies from the 

same country when only one of them is working internationally. A study of Swedish 

companies’ application of IAS 12, which already is implemented in Sweden through the 

national standard setting body Redovisningsrådet (RR), found that domestically-oriented 

companies applied the capitalization of tax claims due to previous losses in a more 

conservative way than the more internationalized companies (Janghed, Johansson and Olsson, 

2002).   

 

Companies’ attitudes to harmonization, and consequently their attitudes also to IASB 

standards, are probably also influenced by the extent to which individual companies perceive 

particular advantages or disadvantages (Watts and Zimmerman, 1978). One obvious 

advantage of harmonization is that transaction costs for consolidated statements will be 

reduced in cases where a group has companies in several countries (Herrmann and Thomas, 
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1995). Another possible advantage of harmonized accounting is that it will make it easier to 

attract investment capital. However, harmonized accounting and implementation of new 

accounting standards will also, at least initially, lead to higher costs for the companies. Since 

IASB’s standard setting to a great extent has an investor perspective, the IASB standards 

might not fulfil the information needs of owner-run and/or bank-financed companies. In 

summary, the trade-offs between advantages and disadvantages of implementing IASB 

standards vary among companies because of differences in their contextual conditions. We 

assume that such contextual factors will also reflect the companies’ attitudes towards the 

implementation, interpretation, and application of IASB standards. One factor that we believe 

strongly affects how companies interpret and apply accounting standards is the extent of 

internationalization of the companies’ business.  

 

The aim of this paper is to examine the attitudes among financial managers in listed Swedish 

companies towards the implementation of IASB standards in Sweden from 2005 according to 

the decree approved in June 2002 by the EU council of ministers. Furthermore, we will 

analyse whether there is a significant connection between attitude towards implementation of 

IASB standards and variables such as share of foreign ownership, number of foreign 

subsidiary companies, and proportion of sales going to export, number of stock exchanges 

where the company is listed—these being variables that we assert reflect the companies’ 

extent of internationalization.  

 

The paper is structured as follows. In Part 2 we develop a theoretical framework and 

hypotheses. Part 3 describes the data collection and the methods used for analysis and drop-

out analysis. Part 4 presents the analysis and empirical results, and Part 5 presents our 

concluding remarks.  

2. Theoretical framework 
Harmonization could be defined as a process which aims to decrease the variation of different 

accounting practices and attain a higher extent of harmony (Tay and Parker, 1990; Nobes, 

1995; Murphy, 2000). It does not mean that every company has to do its bookkeeping 

identically according to a standardized model, but it does mean that the accounting method 

should be sufficiently similar as to be comparable (Sandin, 1996).  
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Harmonization of accounting practices can sometimes occur voluntarily through adoption and 

imitation between companies (Jönsson, 1985; van der Tas, 1988; Tay and Parker, 1990). 

However, most often some kind of formal pressure such as legislation or decree, so-called de 

jure harmonization (Tay and Parker, 1990), is needed if the harmonization process is to take 

hold long-term. (Flower, 1997).  

 

Today IASB totally dominates the arena of international harmonization (Nilsson, 2002). An 

important reason for the acceptance of IASB standards is probably the Board’s co-operation 

with the International Organisation of Securities Commissions (IOSCO) and to some extent 

the European Union (Nilsson, ibid.). That IASCO supports an international harmonization 

process is natural since such development is in line with a more transparent and efficient 

financial market (Wahström, 2000). Harmonized accounting is also expected to facilitate free 

mobility of capital and services, important goals for the European Union, at least for the 

internal European market. The main argument for harmonization of accounting is that better 

and more comparable accounting information leads to a more efficient resource allocation and 

consequently to reduction of transaction costs (Joshi, 1998), something from which society as 

a whole benefits (Damant, 2002).   

 

One factor that we believe strongly affects how companies adopt, interpret, and apply 

accounting standards is the extent of internationalization (Roberts 1995). This means that two 

internationalized companies with different national origins very well might have more 

similarities with each other than with domestic companies in their respective countries (ibid.). 

Arwidi (1994) indicates that the accounting practices used in a company are influenced by the 

social and cultural context in which the company works. Influences from the international 

environment can be expected to affect the company’s adoption, interpretation, and application 

of accounting standards. According to Jönsson and Marton (1994) large Swedish companies 

who are dependent on an international market have to adapt to different cultural conditions 

and implement international accounting principles. In that respect, it could be said that 

institutional and environmental considerations in the end depend upon economic reasons.  

 

A company can obtain international influence in a number of ways. The interaction between a 

company and its owners is, of course, one important source of influence. In the first half-year 

of 2001, for example, slightly more than a third of the shares quoted on the Swedish stock 

exchange were owned by foreign investors. Foreign investors controlled approximately a 
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fourth of the votes of the quoted shares. (www.seb.se 02.01.2003). Many companies are also 

quoted on more than one stock exchange; a reason for this is that the potential market for 

attraction of capital becomes larger (Nobes and Parker, 2002). However, there can be the 

disadvantage of stock exchanges requiring financial statements to be presented  according to 

different accounting standards. With harmonized accounting, companies would not have to 

deal with this problem. From this reasoning emerge two testable hypotheses: 

  

H1 Companies with a large share of foreign ownership are more positive towards IASB 

standards than companies with mainly domestic owners.  

 

H2 Companies listed on more than one stock exchange are more positive towards IASB 

standards than companies only listed on the Stockholm Stock Exchange.  

 

A company’s internationalization does not necessarily have to be determined by its ownership 

structure. The company’s interaction with its stakeholders and its operation can characterise 

its international influences. For a company with many subsidiary companies internationally,  

harmonized accounting would facilitate the consolidation of the group financial statements 

and the comparison of data across different companies within the group (Sharpe, 1988; Joshi, 

1998; Nobes and Parker 2002). The interaction between companies with, for example, a 

customer–supplier relationship would also benefit from harmonized accounting. Harmonized 

accounting facilitates the interpretation of the other party’s economic situation, something that 

must be assumed to lower transaction costs of entering into agreements. From this reasoning 

two further testable hypotheses arise:  

 

H3 Companies with a large number of foreign subsidiary companies are more positive 

towards IASB standards than companies with a small number of foreign subsidiary 

companies.  

 

H4 Companies with a large share of sales internationally are more positive towards IASB 

standards than companies with a majority of  sales in the  domestic market. 
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3. Method 
 

Data collection 
The empirical data were collected through an e-mail (questionnaire) survey and supplemented 

by secondary data from the companies’ annual financial statements and data from the 

Börsguide (Stock exchange guide, 2002:1) from Delphi Economics. The survey was sent to 

financial directors of companies quoted on the Stockholm Stock Exchange on 22 November 

2002. At that time 297 companies were quoted, and all except 13 companies received the 

survey. These 13 companies either did not have a Swedish e-mail address or had only recently 

been quoted on the stock exchange, meaning that some of the variables were difficult to 

obtain. In total, 109 respondents answered the survey. However, eight of those respondents 

claimed that they did not know anything about the IAS 2005 reform; they stated that they 

could therefore not answer the questions about attitude towards IASB standards and its 

implementation through the EC decree, nor could they answer questions about how the 

implementation of IASB standards would affect the company in different kinds of situations. 

Besides the sort of questions mentioned, the survey contained some questions about variables 

such as the annual financial statements and data on which the Börsguide provided no 

information.  

 

On the question about attitude towards implementation of IASB standards, we used a 7-point 

scale (Saunders et al., 2000) in order to receive both positive and negative apprehensions. We 

also chose not to include the common response of  ‘do not know’ or ‘no opinion’, in order to 

constrain the respondents to make a clear choice of attitude or opinion. The background 

variables in the questionnaire were the number of stock exchanges other than Stockholm on 

which the company was quoted, the number of subsidiary companies held, how many of the 

subsidiaries were foreign, and what percentage of sales were made internationally.  

 

The variables collected from secondary sources were turnover, number of employees, share of 

foreign ownership, and line of business, with data referring to the income year 2001. All four 

variables were used in the non-respondent analysis. Data on turnover, number of employees, 

and line of business were available for all companies in the sample except for the 13 

mentioned above. On the share of foreign ownership, there was an unfortunate shortage of 

data, and this also impaired the reliability of the first hypothesis tested in the analysis.  
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Non-respondent analysis 
 a 
     
   Total number of 

quoted companies 
(297) 

 

     
  Background 

variables 
available (284) 

 Background 
variables not 
available (13) 

     
 Answer (109)  No answer (175)  
     
IASB knowledge 
(101) 

 Without IASB 
knowledge (8) 

  

     
 

Figure 1. Classification of respondents. The number of respondents is shown in parentheses.  

 

As shown in Figure 1, we received useful responses from 101 out of 297 quoted companies, 

yielding a response rate of just over 34%.  To check the match between the respondent sample 

and the population, a number of statistical tests were applied. The Pearson Chi-square test was 

used to test the hypothesis “H0 = the responding companies have the same distribution 

regarding line of business as the non- responding companies”. The test showed that the H0 

could not be rejected (p = .558). 

 

For the variables of turnover, number of employees, and share of foreign ownership the 

Kolmogorov-Smirnov Z test was used to evaluate whether the data were normally distributed. 

For all three variables, the test showed that the data were not normally distributed (p = .000). 

We therefore used the Mann-Whitney U test as a substitute for the T-test in order to 

investigate possible non-respondent bias. The results of the tests are showed in Table 1. 
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Table 1  Non-respondent analysis 

  Mean Standard deviation N
Turnover (millions, Swedish kronor)    
Respondents 10241.52 26317.475 101
Non-respondents 9074.78 33124.284 183
Mann-Whitney: significance level .000  
  
Number of employees  
Respondents 5421.90 12714.865 101
Non-respondents 5575.55 22059.548 183
Mann-Whitney: significance level .003  
  
Share of foreign ownership (%)  
Respondents 19.35 17.598 86
Non-respondents 17.97 19.261 156
Mann-Whitney: no significance       
 

With reference to line of business and share of foreign ownership, the non-respondent 

analysis shows that the sample can be considered as a random sample. However, the tests for 

turnover and number of employees show a bias towards companies with higher turnover per 

employee. If we presume that international companies in general have higher turnover per 

employee, this could indicate a bias towards more international companies. This in turn could 

mean that the results of the analysis could have been more distinct if we had obtained data 

from the whole population.  

4. Analysis 
In order to test the four hypotheses, the variables ‘share of foreign ownership’, ‘number of 

stock exchanges other than Stockholm on which quoted’, ‘number of subsidiary companies 

held’, and ‘percentage of sales made internationally’ were tested against the variable ‘attitude 

towards implementation of IASB standards’. The latter variable was first recoded from a 7-

point scale into two groups: negative/neutral (1–4) and positive (5–7). Differences between 

companies’ attitude towards implementation of IASB standards and the test variables were 

statistically tested using Student’s T-test when the test variables had a normal frequency 

distribution and by a Mann-Whitney U-test when the test variables did not have normal 

frequency distribution. The normal frequency distribution of the test variables were tested 

through a Kolmogorov-Smirnov test. In order to test the sensitivity of the analysis, all 

hypotheses were also tested using a classification of the attitude variable into three groups: 

negative (1–3), neutral (4), and positive (5–7). The differences between companies’ attitude 

towards implementation of IASB standards and the different test variables were then 

statistically tested using ANOVA when the test variables had a normal frequency distribution 
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and by a Kruskal-Wallis test when the test variables did not have normal frequency 

distribution.  The hypotheses and variables to be studied are described in more detail in 

Sections 3 and 4.   

Foreign ownership 
 
H1 Companies with a large share of foreign ownership are more positive towards IASB 

standards than companies with mainly domestic owners. 

 

Table 2 Connection between foreign ownership and attitude towards 

implementation of IASB standards 

Attitude towards IASB standards Mean Standard deviation N
Negative/neutral 16.03 18.02 38
Positive 22.00 16.97 48
Mann-Whitney: significance level .05 ( .038)  
  
Negative 13.20 13.58 20
Neutral 19.17 21.92 18
Positive 22.00 16.97 48
Kruskal-Wallis: significance level .10 (.096)     
 

The tests show significance in favour of the hypothesis. Companies with a positive attitude 

towards implementation of IASB standards have in general a higher share of foreign 

ownership than those with a negative attitude towards implementation of IASB standards. The 

hypothesis is not rejected.  



 9

Quotation on multiple stock exchanges  
 
H2 Companies listed on more than one stock exchange are more positive towards IASB 

standards than companies only listed on the Stockholm Stock Exchange.  

 

Table 3  Connection between numbers of stock exchanges the company is quoted on 

  and attitude towards implementation of IASB standards 
 

Attitude towards IASB standards Mean Standard deviation N
Negative/neutral 0.16 1.07 43
Positive 0.36 0.99 58
Mann-Whitney: significance level .05 (.014)  
  
Negative 0.32 1.49 22
Neutral 0.00 0.00 21
Positive 0.36 0.99 58
Kruskal-Wallis:significance level .05 (.042) 
     
 

The tests show significance in favour of the hypothesis. The numbers of companies quoted on 

more than the Stockholm Stock Exchange are larger among the positive respondents than 

among the negative or neutral. Thus, the hypothesis is not rejected. However, if one separates 

the negative attitudes from neutral attitudes, the difference is not very large between those 

who are positive and negative. Among those who are neutral, no company is quoted on any 

other stock exchange than Stockholm.   

 

Foreign subsidiary companies 
 

H3 Companies with a large number of foreign subsidiary companies are more positive 

towards IASB standards than companies with a small number of foreign subsidiary 

companies. 
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Table 4  Connection between number of foreign subsidiary companies and 

 attitude towards implementation of IASB standards 
 

Attitude towards IASB standards Mean Standard deviation N
Negative/neutral 16.63 34.94 43
Positive 33.67 59.39 58
Mann-Whitney: no significance level (.137)  
  
Negative 24.23 45.59 22
Neutral 8.67 15.83 21
Positive 33.67 59.39 58
Kruskal-Wallis: no significance level (.138)     
 

The tests indicate a relationship between attitude towards implementation of IASB standards 

and number of foreign subsidiary companies. However, the relationship is not proved with 

significant certainty. For the time being the hypothesis must therefore be rejected.  

Sales internationally 
 

H4 Companies with a large share of sales internationally are more positive towards IASB 
standards than companies with a majority of sales in the domestic market. 
 

Table 5  Connection between sales internationally and attitude towards 

implementation of IASB standards 
 

Attitude towards IASB standards Mean Standard deviation N
Negative/neutral 43.74 30.41 43
Positive 54.57 35.16 58
T-test: no significance (.109)  
  
Negative 38.41 29.63 22
Neutral 49.33 30.92 21
Positive 54.57 35.16 58
ANOVA: no significance (.156)     
 

The tests indicate that companies with a large share of sales internationally are more positive 

towards implementation of IASB standards than those with smaller shares of sales 

internationally. However, the relationship cannot be statistically established with significant 

certainty. At present the hypothesis must therefore be rejected. 

  

Among those with a positive attitude towards implementation of IASB standards, the mean 

share of sales internationally was more than 50% (see Table 5). This finding led us to do a 
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reversed Mann-Whitney test, where share of sales internationally was the grouping variable 

and attitude towards implementation of IASB standards was the test variable. We then 

recoded the variable share of sales internationally into two groups: ‘50% or less’ and ‘more 

than 50%’. As test variable, we used the 7-pint scale for attitude towards implementation of 

IASB standards. This test showed a very strong relationship (p =.001) between attitude 

towards implementation of IASB standards and share of sales internationally. 

 

5. Concluding remarks 
The study shows that financial managers in listed Swedish companies generally have a 

cautious positive attitude towards implementation of IASB standards. The aim of the study 

was to examine the connection between internationalization and attitude towards 

harmonization through implementation of IASB standards. Harmonized accounting reduces 

the risk for the investors (Nobes and Parker, 2002) and decreases the distorted competition for 

investment capital (Wahlström, 2000). Companies with large influence from international 

investors were therefore assumed to be more positive towards harmonization through 

implementation of IASB standards. The results from the study show that the prediction was 

correct. Companies with a large share of foreign ownership and companies quoted on more 

than one stock exchange were in general more positive towards implementation of IASB 

standards than those with smaller share of foreign ownership and companies only quoted on 

the Stockholm Stock Exchange.  

 

For companies with many foreign subsidiary companies, international harmonization should 

facilitate and thereby reduce costs for consolidation of the group financial statements (Joshi, 

1998; Nobes and Parker, 2002). The usefulness of financial measures should also increase 

with harmonization of accounting, since the risk for misunderstanding when comparing 

financial measures between subsidiary companies from different countries should be reduced 

(Sharpe, 1988). We therefore assumed that companies with many subsidiary companies 

should be more positive towards implementation of IASB standards than those companies 

with few subsidiary companies. The tests indicated that the assumption was correct. However, 

it could not be statistically established.  

 

Harmonized accounting is not only expected to reduce the costs of producing accounting 

information and disseminating to investors, but also it will increase the usefulness of 
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accounting information for other stakeholders (Herrman and Thomas, 1995; Smith 2000). 

More comparable accounting information also assumes the facilitatation of financial 

transactions, for example, between customers and suppliers. The study did indicate a 

relationship between share of sales internationally and attitude towards implementation of 

IASB standards. While in general this relationship could not be statistically established, the 

result from the Kruskal-Wallis test indicated that there was a critical point round 50% of the 

share of sales internationally. An additional test showed that companies with more than 50% 

of sales internationally were generally more positive towards implementation of IASB 

standards than those with less than the 50% international share.  

 

While Hypotheses 3 and 4 were not statistically established, this finding does not necessarily 

mean that the theoretical assumptions were incorrect or incomplete. For example, when 

choosing the variable share of sales internationally, we used the share of sales calculated as 

share of total sales turnover as the measure; we  assumed that this variable was strongly 

correlated with the number of sales transactions internationally divided by the total number of 

sales transactions. The latter measure would have been more precise. Similarly, one could 

consider whether the number of countries where a company has subsidiary companies would 

not have been a better measure than the number of foreign subsidiary companies.  

 

In summary, the study indicates that internationalization is a factor that affects attitude 

towards harmonization through implementation of IASB standards. Internationalized 

companies are in general more positive towards harmonization and implementation of IASB 

standards than more domestically orientated companies, especially companies that address the 

international capital market. 

 

The conclusions imply that comparability is better between internationalized companies from 

different countries that between internationalized companies and domestically oriented 

companies from the same country (Roberts, 1995). Presumably, the differences between 

internationalized companies and more domestically oriented  companies could initially be 

expected to increase when the IASB standards are supposed to be implemented within the 

European Union (by 2005). This presumption are supported by the results in Janghed, 

Johansson, and Olsson’s (2002) study, which showed that domestically oriented companies 

applied the opportunity of capitalizing tax claims due to previous losses according to IAS 12 

and RR9 in a more conservative way than the more internationalized companies.   
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Perhaps the differences between domestically oriented and internationalized companies will 

decrease and gradually disappear as time goes by, since small companies tend to imitate larger 

companies and one normally finds that international companies are larger companies. But if 

the assumption is correct, there should, at least in the short run, be opportunities for informed 

investors to take advantage out of this arbitrage. This could be a question of interest for future 

research. 
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