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Abstract. The paper presents the results of a qualitative and quantitative research in the area of implementation and use of
International Financial Reporting Standards into accounting system in the conditions of corporate practice in the Czech Republic.
The purpose of the research is to identify, analyse and evaluate the current state and development of the use of International
Financial Reporting Standards and subsequently generalise the advantages and disadvantages of the application of the
International Financial Reporting Standards system from the perspective of companies.

To conduct a quantitative research, a questionnaire «IAS/IFRS application at legal entities and legal persons in the Czech
Republic» was sent to Czech companies in 2015 and 2016. It was filled in and sent back by 228 respondents (63 large enterprises,
114 medium-sized enterprises and 52 small businesses).

Based on the results of the empiric research, the authors proposed recommendations and measures for innovation and
implementation development of the International Financial Reporting Standards system in the conditions of corporate practice
in the Czech Republic with the aim to help to increase the quality, reliability and informative abilities of corporate accounting
information for the users of financial statement information of financial accounting. Although most of the surveyed enterprises
see the advantages of the IAS/IFRS system, very few use it. The main reason is that the tax base for the income tax in the
Czech Republic comes from the accounting economic result determined by the Czech accounting regulations which are still
not sufficiently compatible with the IAS/IFRS standards. Furthermore, the implementation of IAS/IFRS, compilation of IAS/IFRS
reports and their regular audit are quite expensive, and the Czech companies are not obliged or motivated by the state to use
them, except for the listed on the European stock exchange. The situation may change if the companies were allowed to apply
the IAS/IFRS for tax and accounting purposes, as it is in a number of EU countries. However, it would demand essential changes
in the legal provision of accounting and tax policies.

The research topic is discussed in professional auditing and accounting chambers and institutions. The individual member states
of the European Union, as well as the Czech Repubilic, are currently working intensively on the transposition of European Union
Directive 2013/34/EU, 2014/95/EU and 2015/2366/EU into their national accounting legislation. The authors of the paper want
to contribute to the successful adaptation of the International Financial Reporting Standards system into corporate practice by
their research.
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KaHauaaT eKOHOMIYHUX HayK, CTapLuniA BUKNagay, hakynsTeT EKOHOMIKM,

YHiBepcuTeT 3axigHoi borewmil, NMn3eHb, Yecbka Pecny6nika

ABsoxxakosa J1.

OOKTOP €KOHOMIYHNX HayK, Npodecop, hakynsTeT eKOHOMIKN,

YHiBepcuTeT 3axigHoi borewmii, Mn3eHb, Yecbka Pecny6nika

BnpoBazpykeHHs1 MidKHapogHUX cTaHpapTiB (hiHAHCOBOI 3BITHOCTI 3 TOUKU 30pPYy KOMMNaHin y Yexii

AHoTauif. Y cTatTi nNpegcTaBneHo pesynbtaty OOCNIO)KEHHS BNPOBaf)KEHHS Ta BMKOPUCTaAHHS Mi>XHApOOHWMX CTaHOoapTiB
chiHaHCOBOI 3BITHOCTI B CUCTEMI ByXranTepcbkKoro o6siky B ymMOBax KOpnopaTuBHOI NpakTuky B Yecbkili Pecny6bnidi. MeToto
OOCNIOKEHHS € BUSIBIEHHS, aHani3 11 OLiHKa MOTOYHOrO CTaHy i eBOSIOLiI BUKOPUCTaHHSA MiXKHAPOAHUX CTaHOapTiB (hiHaHCOBOI
3BITHOCTI, @ TaKOX y3arafibHeHHs nepesar i HefoniKiB 3aCTOCYBaHHA CUCTEMU MiDKHapOAHNX CTaHAapTiB (DiHAHCOBOI 3BIiTHOCTI
3 TOYKM 30pYy YecbKUx KomnaHii. Ha nigctasi pesynsratiB NPOBELeHOro emnipuyHoro OOChifKeHHs1 aBTopamMu ctatTi 6ynu
3anponoHoBaHi pekoMeHaalji Ta 3axoau LWOoAO BAOCKOHANEHHS iHHOBAUNHOI OissNIbHOCTI 1 PO3BUTKY CUCTEMMW MiDKHAPOLHNX
cTaHpapTiB hiHaHCOBOI 3BITHOCTI B yMOBax KopnopaTMBHOI NpakTuKn B Yecbkin Pecny6niui gns nigBuLLEeHHs SKOCTi, HagilnHOCTI
iH(bopmaLii koprnopaTyBHOIO 06AiKy. AKTYaslbHICTb TEMU AOCHIOKEHHS MiATBEPAKYETHCS il NPOdECiNHM 06roBOpPEeHHAM B
ayanTopCbKmMX i ByxranTepcbkux nanatax n yctaHosax. Okpemi gep>xasu-yneHn €sponeinicbkoro Coto3sy, cepeq, Skux i Hecbka
Pecny6nika, iHTEHCMBHO NpauoloTb Haf, BNPOoBagXXeHHsAM AnpekTue €sponencbkoro Cotody 2013/34/EU, 2014/95/EU, a Takox
2015/2366/EU, B HaLjioHanbHe 3aKOHOAABCTBO, L0 CTOCYETbCS ByXranTepcbkoro obmiky.

Knro4yoBi cnoBa: MixxHapopHi ctaHgaptv diHaHcoBoi 3BiTHOCTI (MC®3); MixHapogHi cTtaHgapTy GyXranTepCbKoro o6miKy
(MCBEOQ); ysroppkeHHs; cTaHgapTuaadis; 6yxrantepcbkuin o61iK; diHaHcoBa 3BiTHICTb
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BHeppeHne MmeXayHapoaHbIX cTaHAApPTOB (PMHAHCOBOM OTYETHOCTU C TOYKN 3PEHMS KOMMNaHui B Yexumn

AHHOTaumsa. B ctatbe npegcTasneHbl pe3ynstarbl UCCneoBaHns B 0651acT BHEAPEHUS U UCMONb30BaHNA MeXAyHapOOHbIX
cTaHgapToB (MHAHCOBOW OTHETHOCTU B CUCTEME OyXranTepckoro yyeTa B YCNOBUSIX KOPMNOpPaTMBHOW NPakTUKM B YeLuckon
Pecny6nuke. Llenbto nccnegoBaHnsa SBNSIETCS BbISBNEHME, aHANIM3 U OLeHKa TEeKYLLEro COCTOSHNUSA 1 pa3BUTUS NCMNONb30BaHNSA
MEXOyHapoAHbIX CTaHOApPTOB (hMHAHCOBON OTHETHOCTW, a Takke O60OLUEHNE NPEVMMYLLECTB M HEOQOCTaTKOB MPUMEHEHUS
CUCTEMbI MEXAYHapOAHbIX CTaHAapTOB (PMHAHCOBOW OTYETHOCTU C TOYKM 3PEHMS YEeLLCKUX KommnaHuin. Ha ocHoBaHun
pe3ynsTaTtoB NPOBEAEHHOMO AMMUPUYECKOrO UCCNENOBaHNS aBTopaMu cTaTby ObiNM NPEAnoXKeHbl PeKOMeHaauun 1 Mepbl
Nno YCOBEPLUEHCTBOBAHNIO WHHOBALMOHHON AEATENIbHOCTN U Pa3BUTUIO CUCTEMbI MEXAYHaPOAHbIX CTaHOapToB (hMHAHCOBOW
OTYETHOCTN B YCNOBUSAX KOPNOPaTMBHOWM NPakTUKu B Yeluckon Pecnybavke ¢ Lenbio cnocob6CcTBOBaTh MOBbILLIEHNIO Ka4ecTBa,
HagEeXHOCTN MHOPMALMM KOPMOPATUBHOIO y4eTa. AKTyanbHOCTb TEMbI CCIIEA0BaHNsA NOATBEPXAAETCH €€ NPoheCCnOHaNbHbIM
06CyXOEHNEM B ayAMTOPCKUX N ByxranTepckux nanarax u ydpexpeHusx. OTgenbHble rocygapcTtsa-ynieHbl EBponelickoro
Cotosa, cpegn koTopbIx 1 Yewlckas Pecny6nuka, B HacTosiLLee BPEMS UHTEHCMBHO paboTaloT Haf TPaHCMno3vumen QUPEKTUB
Esponelickoro Coto3za 2013/34/EU, 2014/95/EU, a Takxe 2015/2366/EU, B HaunoHanbHOe 3aKOHOAATENbCTBO KacaTenbHO

GyxranTepcKoro y4era.

KnioueBble cnoBa: MexXAyHapoAHble CTaHQapThl

(UHAHCOBOW OTYETHOCTMU

(MC®0O); mexpyHapogHble cTaHAapThl

6yxrantepckoro yyeta (MCBEY); cornacoBaHue; ctaHgapTusaumns; 6yxranTepcKuin y4eT; rHaHCOBas OTHYETHOCTb.

1. Introduction

With regard to internationalisation and creation of the
common market within the European Union, users of accoun-
ting reports demand economic information of a higher qua-
lity. They need comparable, comprehensible and credible fi-
nancial information on financial position and performance of
individual economic subjects operating in this market. Their
mutual comparability is provided by harmonisation and stan-
dardisation of accounting, i.e. the approximation of accoun-
ting rules and reports of economic subjects across individual
states and continents towards internationally acknowledged
accounting systems, with the International Accounting
Standards/International Financial Reporting Standards sys-
tem (IAS/IFRS) in the European Union. Individual EU member
states committed themselves to ensure the transposition of
individual EU Directives into their legal systems and thus to
achieve the goal intended by the EU Directives [1].

2. Brief Literature Review

The IAS/IFRS system is a set of standards issued by the
International Accounting Standards Board - IASB. IFRS re-
gulate the compilation and presentation of financial reports
of financial statements [2]. Most standards still apply under
the old name, which is International Accounting Standards
(IAS) issued from 1973 to 2001 by the International Accoun-
ting Standards Committee (IASC). In April 2001, IASC was re-
placed by IASB which continues at new standards issue un-
der the name IFRS. These standards are continuously repla-
cing the earlier IAS standards. Currently, 16 IFRS standards
and 41 IAS standards are valid [3].

The process of accounting harmonisation and standar-
disation and associated gradual implementation of IAS/IFRS
into national accounting systems is now a very current to-
pic for the business sphere, as well as for legislators and the
scientific community. The national accounting system of each
country has been developing for decades in close relation to
the political, social and economic environment, which signifi-
cantly influences the ways and possibilities of the implemen-
tation of IAS/IFRS at the national level [4-8]. In each coun-
try, there are extensive discussions about the influence of the
IAS/IFRS system on enterprises, which is proved by a lot of
performed studies. Their authors point out the reasons for the
introduction of IFRS, and they confirm that in relation to the
transition to IAS/IFRS there has been growth of comparability
and transparency of information published in accounting re-
ports [9-12]. They also point out both obstacles and problems
[10-11; 13], [14], and advantages coming from the full applica-
tion of IAS/IFRS [10-11; 13-17].

3. Research Objectives and Methodology

The purpose of this paper is to identify and evaluate the
current state and development of the application of IAS/IFRS
in the Czech Republic based on the empiric results of the

conducted analysis and evaluation, generalise the advanta-
ges and disadvantages of the application of the IAS/IFRS and
to suggest suitable measures and recommendations in terms
harmonization of the current state of Czech accounting and
reporting with the EU legislation in the accounting area.

To conduct a quantitative research, a questionnaire
«IAS/IFRS application at legal entities and legal persons in the
Czech Republic» was sent to Czech companies in 2015 and
2016. The questionnaire was divided into three parts accor-
ding to the content. In the first part of the questionnaire, there
were questions to root hard facts, most often closed ques-
tions. The next part was focused on questions about the rea-
sons, problems and time demands of implementation, imple-
mentation costs, costs of regular IAS/IFRS reports compila-
tion, as well as the benefits associated with the implementa-
tion of IAS/IFRS implementation. Besides closed questions,
there were also questions requiring scale sorting of answers.
The last part enabled the authors of the questionnaire, as well
as the respondents, to get feedback. The obtained data was
anonymously summarised by descriptive statistics. Relations
between individual statistic features were researched consi-
dering the kind and size of an enterprise, and then conclu-
sions and recommendations were deducted and formulated
using the interference statistics. The results of the question-
naire survey provided information about the reasons for re-
porting according to IAS/IFRS, implementation and operating
costs, advantages and disadvantages of the application of
IAS/IFRS, as well as the overall awareness of Czech compa-
nies about the IAS/IFRS system and its use.

4. Results

Business subjects, legal entities and legal persons ope-
rating in the Czech market were sent the questionnaire di-
rectly regardless their size, legal form or field. 400 busines-
ses were addressed in total, with a return of 57%. The ques-
tionnaire was filled in and sent back by 228 respondents
(63 large enterprises, 114 medium-sized enterprises and
52 small businesses). The respondents’ character is demon-
strated in Table 1, where the respondents are divided ac-
cording to the area of trade structure and the percentage
share of respondents in each area of trade.

Tab. 1: Respondents’ division by trade structure
and share of respondents

Trade Number of respondents | Share of respondents in%
Industry 146 (4, 86, 56) 64

Services 48 (34,12,2) 21
Commerce 26(11,13,2) 11.4
Transport 4(2,2,0) 1.8

Building 2(1,1,0) 0.9

Forestry and water management 2(0,0,2) 0.9

Source: Own processing, 2017
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Problem 1: What was the reason to implement
IAS/IFRS? The results of the first question confirm that the
reason for implementing IAS/IFRS in a company was clear,
namely an institutional duty. The enterprises are forced to sub-
mit to the demands of their parent company for accounting
and reporting. At a closer exploration and search for causal
relations between this question and the question asking the
respondents about their foreign activities, we can state that
they are mostly companies owned by a foreign mother com-
pany which already reports in accordance with IAS/IFRS.

The International Chartered Accountants of England and
Wales ICAEW (2007) dealt with conversion of an accounting
unit to the IAS/IFRS system and its influence on the econo-
mic result in their extensive study and confirmed the fact that
the influence of company’s conversion to IAS/IFRS on per-
sonnel, financial and organisation processes of a company is
significant, and in 47% negative [18]. In view of the fact that
the surveyed enterprises were also those from international
corporations which are based in countries where the natio-
nal accounting systems are more adapted to the IAS/IFRS,
we can expect that this percentage would be much higher in
the conditions of the Czech Republic. This fact is confirmed
by a lot of other researches, and we can claim that the imple-
mentation of IAS/IFRS system does not come from the con-
viction of enterprises about the economic convenience but
from the institutional pressures: coercive, ordering or imita-
tion, thus the enterprise accepts the IAS/IFRS concept not to
step out of the line [9; 14].

Problem 2: What single-use costs were connected
to the IAS/IFRS implementation? During the implemen-
tation of IAS/IFRS in a company, 67% of the surveyed en-
terprises met the costs for staff retraining. Other signifi-
cant costs listed by a half of the respondents were costs
for changing or purchasing of new information technologies
or software. During the implementation, 42% of enterpri-
ses used counselling and help of external companies. Other
significant company costs, presented by 33%, were mate-
rial costs and costs for adjusting internal enterprise docu-
mentation. 8% of respondents were forced to make certain
organisational changes associated with new employees re-
cruitment costs.

The results of the questionnaire survey ICAEW (2007) [18]
are presented in Figure 1. According to large companies, the
most significant IAS/IFRS implementation costs are consi-
dered to be the costs to build their own implementation

Fig. 1: Costs estimation at preparation of the first IAS/IFRS
set for financial statement
Source: ICAEW, 2007 [9]
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team and software changes application. As for medium-
sized companies, an important role is also played by costs
for external advisory service, whereas small companies are
most burdened by this kind of costs. It is caused by the ina-
bility and unwillingness of small and medium-sized compa-
nies to use their internal human sources because they re-
ly on external advice and support. Other significant costs
of the imp IAS/IFRS implementation across all companies
are external audit costs according to ICAEW study (2007)
[18]. Another finding coming out of this study is that smaller
companies are burdened by proportionately higher to their
size implementation costs and turnover level than by larger
companies.

Problem 3: What problems did a company face during
the IAS/IFRS implementation? The most common obstacle
for the implementation of IAS/IFRS, which 91% of respondents
met, was the insufficiently qualified staff and their knowledge of
IAS/IFRS. Another limiting factor for 70% of companies was the
lack of adequate material in the Czech language. For about a
half of respondents the implementation of IAS/IFRS also meant
significant and demanding changes of information technolo-
gies and software. About a fifth of companies fought with the
rigidity of thinking of the existing staff and also with the non-
existence of a IAS/IFRS implementation manual. Other prob-
lems listed by the respondents were the lack of professional ex-
perts for the IAS/IFRS or the lack of suitable interpretations to
each standard. The results are summarised in Figure 2.

Fig. 2: What problems did you face during the IAS/IFRS
implementation?
Source: Own processing, 2017

Problem 4: What are the regular costs
connected to reporting according to IAS/IFRS?
A regular cost connected to regular reporting by
IAS/IRFS in a company which is a burden for the
most companies (85%) is the cost spent on regu-
lar internal and external training of the employees,
which is necessary because of the constant amend-
ments to the IAS/IRFS. However, such costs are not
crucial in terms of their amount. The highest and al-
so the most significant cost according to the sur-
veyed respondents can be considered to be the
costs of regular audit of financial statements and al-
so the costs of information technologies and soft-
ware. A quarter of companies regularly spend finan-
cial funds on external accounting and 19% of re-
spondents registered the growth of their own labour
costs. Material costs can be seen as negligible be-
cause of their height and number of positive answers
in the questionnaire.

Problem 5: What benefits did the IAS/IFRS
reporting bring? In accordance with IAS/IFRS that
the surveyed companies mentioned the most of-
ten, the benefit of reporting was an increase of trust
to business partners (60%). Furthermore, 51% of re-
spondents claimed that the IAS/IFRS reporting ena-
bled them to perform business abroad too. For 41% of
respondents the reports made according to IAS/IFRS
provide more timely information of a higher quality



for the company management. Thanks to the application of
IAS/IFRS one third of the surveyed respondents noticed an
easier access to financial sources or even discounting of fo-
reign capital. The companies state other advantages of re-
porting and report making in accordance with this system,
which is an opportunity to better compare not only the own
company’s results in time but also gives a possibility to do
business on the stock exchange and also improve the com-
pany’s good name. Figure 3 gives a summary of benefits of
accounting reporting by IAS/IFRS.

Fig. 3: What benefits did the IAS/IFRS reporting bring to you
company?
Source: Own processing, 2017

Problem 6: What disadvantages do you see in using
IAS/IFRS? 91% of respondents see the main disadvan-
tage accounting statements by IAS/IFRS in the discrepan-
cy between the standards and the Czech accounting legis-
lation and also the fact that accounting units in the Czech
Republic are de facto obliged to have double accounting
records and to compile double reports: one according to
IAS/IFRS standards and the other in compliance with the
Czech legislation. 87% of the surveyed enterprises stated
further increase of financial costs on financial reporting,
software, regular staff training or accounting reports audit.
The respondents also stated complicated procedures and
difficulties in grasping terminology (62%), most materials
are in the English language (51%) and the fact that state-
ments according to IAS/IFRS are much more comprehen-
sive, have stricter demands on information publication in
the attachment, and that they are more demanding for
preparation, therefore it is necessary to provide staff trai-
ning (44%). A quarter of the enterprises emphasise the new
way of working with data, changes in everyday procedures
and also the overall company strategy and, therefore, a
large intervention in company’s operating procedures. The
disadvantages are shown in Figure 4.

Fig. 4: What disadvantages do you see in using IAS/IFRS?
Source: Own processing, 2017
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Problem 7: What do you see as the biggest obstacle
in IAS/IFRS implementation in companies in the Czech Re-
public? Question seven defines the main obstacles that
Czech companies face and which make it impossible for
IAS/IFRS to become a positive trend. The answers collided
with the answers to the previous question to a certain extent
and the respondents mixed up disadvantages and obstacles
and vice versa. The reason for that is obvious. If the com-
panies see disadvantages in the IAS/IFRS reporting which
are in their perspective significant and exceed the benefits,
they will not be willing to implement these standards. As the
second biggest obstacle, after double accounting and re-
porting which was mentioned by 89% of respondents, 75%
of the surveyed companies stated the long and financially
demanding implementation of IAS/IFRS, as well as the in-
sufficient qualification of the current staff. The respondents
see another important obstacle in IAS/IFRS introduction in
the overall aversion of companies in the Czech Republic to
changes in accounting, and the unwillingness to change the
current system and to introduce new accounting procedures
(51%). This fact is connected to another barrier, which is a
very low need or no objective reasons for Czech companies
to report according to IAS/IFRS (42%). Furthermore, the re-
spondents miss professional institutions and experts in the
area of International Accounting Standards. They also lack
support of the Czech government in this regard. They say
that in the Czech Republic the conditions are not suitable
for their wide introduction (34%). Similar conclusions were
reached by Connolly and Wall (2013) [14], who defined the
main obstacle for the implementation of IAS/IFRS in Great
Britain. Companies are not motivated enough or obliged to
implement IAS/IFRS.

Problem 8: In your opinion, how could the access of
Czech enterprises to IAS/IFRS improve? Question num-
ber eight is linked to the previous question and aimed at way
which could lead to the improved access of Czech enterprises
to information regarding IAS/IFRS. Definitely the most benefi-
cial way see the surveyed respondents (78%) in a higher num-
ber of trainings, educational seminars, retraining courses or
increasing the availability of advisory company services which
could introduce the IAS/IFRS standards to companies in the
Czech Republic.

In this regard, Czech companies could use authorized
translations and support materials in the Czech language or
a new information portal, also in the Czech language (52%).
The respondents think that the standards publicized are in-
sufficient professionally and that it is necessary to clarify and
communicate more the advantages which IAS/IFRS offers,
especially to small and medium-sized companies (35%). The
attitude and overall awareness of society could improve, ac-
cording to the respondents, by preparing and educating stu-
dents at secondary schools and universities, as well as future
employees (31%).

Czech companies (52%) could find it useful to apply
authorized translations and support materials in the Czech
language or establishing a unified information portal also in
the Czech language. Respondents also think that the stan-
dards are mediated insufficiently and that it is needed to
clarify advantages which the IAS/IFRS system offers, espe-
cially for small and medium-sized enterprises (35%). In the
respondents’ opinion, the attitude and overall awareness of
a company could improve by preparing and educating se-
condary school and university students, as well as future
employees (31%).

Another aspect stated by the companies is the adoption
of the IAS/IFRS standards by the Czech government, their
faster implementation into the Czech accounting standards
and their larger interconnection or even abolition of the Czech
accounting standards and the obligation to report according
to IAS/IFRS (24 %). This confirms that if the companies are not
legislatively forced to report according to IAS/IFRS, the stan-
dards will not be requested.

5. Conclusions

The results of the empiric research provides for several
conclusions and recommendations. Although most of the
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surveyed enterprises see the advantages of the IAS/IFRS
system, very few enterprises use it. The main reason is that
the tax base for the income tax in the Czech Republic comes
from the accounting economic result determined by the
Czech accounting regulations which are still not sufficient-
ly compatible with the IAS/IFRS standards. Furthermore, the
implementation of IAS/IFRS, compilation of IAS/IFRS reports
and their regular audit are quite expensive, and Czech com-
panies are not obliged or motivated by the state to use them,
except for the listed companies on the European stock ex-
change. Predominantly large companies, which use this sys-
tem, do not do so in most cases not because of their eco-
nomic belief in advantages of IAS/IFRS, but because of the
legislation and institutional measures.

The situation would be completely different if the compa-
nies in the Czech Republic were allowed to apply the IAS/IFRS
for tax and accounting purposes. It would be worth conside-
ring if the accounting economic result reported according to
IAS/IFRS could be the basis for the determination of the in-
come tax base in the Czech Republic, as it is in a number
of EU countries, although this fact would demand essential
changes in the legal provision of accounting and tax poli-
cies. It is still necessary to continue the approximation of the
Czech accounting standards and legal standards towards the
IAS/IFRS system.
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