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THE COMPARABILITY OF IFRS FINANCIAL REPORTING: 

Evidence from Germany and France  

 

Abstract 

The requirement for all the publicly traded firms in the EU to comply with International 

Financial Reporting Standards (IFRS) since the 1st January 2005 reflects the need for 

increased comparability of financial information across the EU. Whether or not harmony has 

been achieved with the adoption of a common accounting regime (the IFRS) is what we 

investigate in this report. Previous literature argues that the implementation of the IFRS will 

continue to present differences because of national institutions and culture. We provide 

evidence for this question by investigating the IFRS disclosure and measurement choices of 

listed companies in Germany and in France for the year 2005 and 2011. Our hypothesis is that 

with IFRS experience, the comparability of the financial documents should normally improve. 

Our result indicates that dissimilarities in reporting practices still persist after the multi-period 

of IFRS application and are likely to continue existing because of differences in reporting 

habits and tradition. Our study adds to the existing literature on the financial statement effects 

of mandatory IFRS reporting because it reveals that IFRS-experienced countries still exhibit 

heterogeneous financial documentation and points to the main reason for a sustained lack of 

cross-country comparability of financial information under the same set of accounting 

standards: the traditional accounting rules and practices.  
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Introduction 

The globalisation and the intensive competition for raising capital make the need for 

cross-border comparability of company information undeniable. In fact, financial documents 

are communication devices between the company and the investment community. For a 

greater effectiveness of this documentation, it is generally accepted that companies should 

have the same accounting definitions and use the same standards. That is in part, why there 

has been pressure to harmonize the accounting standards of different countries. The most 

substantial step toward this harmonisation was achieved when the consolidated statements of 

listed companies domiciled within the European Union were required to be disclosed 

according to one single set of accounting standards, the International Financial Reporting 

Standards (IFRS) beginning in January 2005. Every major nation including the US and 

Canada is moving toward adopting the IFRS to one extent or another. As far as the EU is 

concerned, seven years after this adoption, international differences in the accounting rules 

should in ‘theory’ be obsolete.  

 Nevertheless some argues that national accounting rules may still be influential in the 

preparation of the consolidated statements. In fact, financial reporting is known to be part of 

the overall socio-economic system of each country and to be influenced by country-specific 

economic, social, and cultural factors (Mueller, 1968; Choi & Meek, 2008). This external or 

internal context led to the definition and structure of national accounting which in turn 

explains the financial reporting practices observed in different country. The persistence of 

national accounting practices despite the adoption of the IFRS will be a major step-back or 

failure for the members of the International Accounting Standards Boards whose objectives is 

to bring about convergence of national accounting standards and IFRSs. This issue goes even 
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beyond the simple issue of higher quality reporting for better-informed stakeholders. In fact, 

another argument in favour of the adoption of a harmonized financial reporting system such 

as the IFRS is the impact that financial information disclosures can have on the cost of capital. 

According to Vansteeger Veerle (2005), Small-and Medium-Sized enterprises which depend 

greatly on bank financing, need to have the right documentation if they are to obtain an 

acceptable rating from their bankers or rating agencies. And since the IFRS is superior in 

quality than most of the local GAAP, companies who voluntarily adopt these standards could 

obtain a greater rating and therefore a lower cost of capital.  

To this day, numerous studies have focused on the convergence of financial accounting 

information in Europe and all of them came up with the same conclusion. It is incontestable 

that progress towards a greater harmonization of financial reporting has been made, however 

the level of comparability and transparency expected from the adoption is still far from being 

achieved. Nobes (2006) argues that national specificities are still influential in the preparation 

of consolidated statements. But, needless to say that the constant evolution of the accounting 

standards makes it important to keep abreast of changes in the comparability of the EU 

companies financial reports.  

Thus, this research paper aims to investigate the question of cross-country comparability of 

financial statements by a comparison of IFRS practices in France and in Germany. This 

research report is structured as follows:  in the first section, we are going to provide an 

overview of existing research studies concerning the harmonization of financial reporting, 

trying to review or give reasons for the differences observed. In the second section, we outline 

the methodology that will be use to lead this investigation effectively. And in the third 

section, we investigate the IFRS financial reporting in Germany and in France, using collected 

data from consolidated accounts of listed companies. It is important, when analysing 
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differences in accounting, to distinguish between accounting rules and accounting practice. 

Here, what will be analysed is the accounting practice; and by accounting practice, we mean 

financial statements as the outcome of accounting. This includes the accounting policy 

(measurement and disclosure) choices made by the firms.  
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Literature review 

Since the adoption of IFRS by listed EU companies in 2005, a large number of research 

studies have been conducted to assess the cross-comparability of financial reporting post-

IFRS. They all came up with the same conclusions as most of Cole, Brenson and Breesch’s 

(2011) survey respondents regarding the impact of IFRS mandatory adoption by listed 

European companies on comparability.  In fact in this research study, Cole, Brenson and 

Breesch (2011) investigated to what extent auditors (29% of respondents), analysts (24%) and 

other users (47%) of financial information believed that the financial statements were 

comparable and what they thought were the main IFRS issues when it came to comparability. 

It turned out that IFRS-experienced respondents believe less in the comparability of IFRS 

financial statements than their less experienced counterparts. And the main issues highlighted 

by the respondents were that IFRS contained too many options or vague criteria which leave 

room for interpretation (for instance the fact that financial statements preparers often have to 

estimate the fair value of an asset, when there is no active or liquid market for it...). But in this 

survey, the French, German and British were underrepresented.  Moreover, a study by Kvaal 

and Nobes (2010) confirms that for the following five major stock markets, Australia, France, 

Germany, Spain and the UK, national accounting traditions still persist in the preparation of 

the consolidated statements of their publicly traded companies. They indeed analysed the 

policy choices on 16 accounting areas in the 2008/2009 financial reports of the listed 

companies in those countries and find statistically strong evidence of the existence of distinct 

national versions of IFRS practices. Thus, Nobes (2006) shows that European continental 

countries which traditionally have been considered similar with respect to accounting systems 

(Germany, France) have made very different choices for implementing IFRS. In fact, in an 

attempt to facilitate the understanding of accounting systems, Nobes (1998) had made some 
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classification by putting countries with alike characteristics of accounting practice together and 

Germany and France were part of the Continental-European type of accounting system 

characterised by credit-based financing, a close connection between financial and tax accounting, 

and codified accounting rules.  

Ball (2006), Nobes (2006), Bradshaw and Miller (2008) and Kvaal and Nobes (2010) all 

argue that the adoption of a single set of accounting standards will not necessarily convey 

greater comparability to the financial statements. According to many, persistent differences in 

financial reporting will still be observed because of differences in traditional financial 

reporting rules and practices. Haller and Wehrfritz (2011) stated that national rules may still 

be influential because of the consolidated accounts preparation process.   In fact, the IFRS 

consolidated statements are derived from the individuals accounts of companies that are 

included in the group. Some companies among them might be the using the national 

accounting standards and in that case, it is highly probable that the group will retain the 

accounting results based on the national standards as long as they comply with the IFRS to 

avoid additional costs. In addition, according to Rammert (2009) companies are likely to 

retain accounting outcomes under national GAAP in their IFRS consolidated statements 

because of the tax accounts. In fact, they have the incentive to minimise differences between 

group and tax accounts as long as measurement issues that could impact on the profit before 

tax are concerned. Thus, they might avoid unnecessary costs induced by the computation of 

the deferred taxes account (Gee et al., 2010).  

Besides, it is important to highlight the fact that, as Vansteeger Veerle (2005) pointed out, 

because the EU members have to work together towards a common system, they had to make 

compromises through the incorporation of a considerable number of options. The existence of 

too many options, in turn might, despite the common definition of main accounting standards 
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and principles, have shattered the expected level of comparability expected from the adoption 

of the IFRS (Haller, 2002). What is more, the two preconditions outlined by Schipper (2005) 

for a harmonised practice under IFRS in Europe have not been totally respected: there is 

neither a detailed implementation guidance for applying IFRS nor a single securities regulator 

to carry out the accounting enforcement. In fact so many IFRS standards contain often 

imprecisely-described principles only with little implementation guidance, that it seems 

relatively easy for companies that their own local accounting traditions are consistent with 

those principles. This lack of guidance pushes companies to carry on using local GAAP or US 

GAAP, as predicted by Schipper (2005) and the continuation of a national enforcers system 

will carry on creating a feeling of incomparability. Unless those two preconditions are 

respected, many argue that IFRS will never achieve global comparability.   

With increasing doubt about the potential of IFRS reporting to achieve comparability, the 

central objective of the IASB, that is to foster the provision of comparable financial 

information, is threatened. Doubt will remain on the success of this goal if national 

accounting practices keep persisting. So far, the literature has observed international 

differences in post-IFRS reporting and pretends that some differences will survive no matter 

what. Some even starts arguing that the investment community can deal with a certain amount 

of incomparability. This negatively-biased surrounding context makes the question of whether 

or not the use of a single, consistent, rigorous enforcement mechanism can achieve 

comparability more complex and delicate.  

Comparability assessment is either input- or output-orientated as stated by De Franco, 

Kothari & Verdi (2010). The output based methods examine the financial statement outcomes 

such as EBIT, operating profit, etc, while the input methods look at the accounting methods 

used (accounting policy choices). Regarding our study, our approach is more of an input-
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based method. First of all, our study differs from prior research because it looks at the 

harmonisation of the accounting policies and practices between two countries which 

according to Nobes (1998) belong to the European-continental type of accounting. In fact, the 

issue is greater here, because if two countries judged similar in terms of traditional accounting 

practices are still not harmonised post-IFRS, then the IFRS advocates can find themselves in a 

predicament. Second, instead of considering a large sample of companies and countries, we 

focus on only two countries and 20 publicly traded companies and include respective national 

accounting traditions for each accounting issue. As a result we try to determine whether or not 

the experience in IFRS, the know-how can explain the level of comparability observed and 

whether or not it is the national practices that persist. Finally we examine predominant 

accounting policy choices in consolidated financial reports.  
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Methodology  

What we set out to investigate is whether or not, 7 years after the first mandatory 

application of IFRS in the consolidated accounts of EU listed firms, we observe greater 

homogeneity and comparability in the financial statements or if local national accounting 

standards still persist despite the experience of companies in the use of IFRS.  

We conduct an empirical analysis on the explicit IFRS measurement and disclosures 

choices used in the consolidated statements of publicly traded German and French firms for 

the years 2005 and 2011 We chose 2005 as it was the first year of mandatory application of 

IFRS in the consolidated accounts of EU listed firms. Some companies, at that time, were 

probably inexperienced in the use of IFRS. And since converting to IFRS was a tedious 

process for those that use national accounting standards before 2005, it is highly probable that 

the assessment of cross-border comparability of IFRS financial reporting made at that time 

was impeded by transitional or first-time adoption issues and imperfect enforcement of IFRS 

(Nobes 2006). We then compared the policies in the 2011 financial statements with those of 

the 2005 financial statements for the same companies so as to investigate whether the choice 

of options has changed after a multi-year period of ongoing IFRS-application. The assumption 

made here is that after 7 years of continuous IFRS use, listed companies should be more 

“experienced”. However, it is important to note that the accountings standards are constantly 

changing so there might be no such a thing as “an experienced IFRS user”.   

Sample selection process 

We examined the IFRS reporting of publicly traded German and French firms. Those 

firms were selected from an initial sample of 38 firms in each country and each year.  For 

sample selection purpose, we considered of course the type of accounting principles used, the 



 
 

The comparability of IFRS financial reporting: evidence from France and Germany 
  

12 

date of financial year end and the type of industry. We have tried as much as possible to pair 

each French company selected with a similar German firm (of the same or similar industry) 

because according to Miller and Bahnson (2010) comparability can only be achieved through 

uniformity when similar conditions and events are similarly described in statements. From the 

initial sample in each country, we have made the following exclusions: we disregarded 

companies that are no longer parent companies and therefore that do not have to compile 

consolidated statements and we suppressed companies for which we could not find annual 

reports. These cuts, in addition to the sample size limit we fixed to ourselves for simplicity 

purposes, yield a final sample size of 20 firms: 10 German and 10 French. This small-size 

sample enables us to measure IFRS financial reporting with higher precision.  

Table 1 Sample description 

Sector  French  German  

Automotive  

PSA Peugeot 

Citroen  BMW 

Automotive   Renault Daimler  

Chemicals  L'Air Liquide  BASF 

Construction  Eiffage  Strabag  

Construction material  Lafarge  

Heidelberger 

Zement  

Personal care  L'Oréal  Henkel 

Electric utility  GDF Suez  E.ON 

Electrical equipment  Schneider  EnBW 

Media communications  Havas  Bertelsmann  

Defense  Safran  Rheinmetall 

 

Full comparability implies the choice of the same measurement and disclosures options across 

firms. To answer this question of cross-country comparability, using a classification table 

presented in appendix 1, we have investigated differences in IFRS measurement and 

disclosures choices. We have established a list of about 25 IFRS measurement and disclosures 

(explicit or implicit) accounting choices that allow managers discretion in the implementation 
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of IFRS (appendix 1). The financial reports for the year 2011 were downloaded from the firm 

website.  
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Main findings 

We studied companies’ choices on all 25 of the IFRS policy options for which the 

choice was observable. This policy options includes both presentation topics and 

measurement topics that contribute towards answering the question of whether pre-IFRS 

national practices continue under IFRS and whether IFRS practices is significantly different 

across countries. In theory, we should take into account the fact that measurement topics are 

more important than presentation topics (Nobes and Kvaal (2010)). But no attempt has been 

made to exclude the less important topics.  

1. Comparability in 2005 

The choices made by companies for their financial statements 2005 were examined. 

Generally, these were the first to be prepared under IFRS (except for some German 

companies who voluntarily adopted the IFRS before 2005). Recall this paper aims to 

investigate whether over time companies have learned to better apply the IFRS for greater 

harmonisation of financial reporting.  

Appendix 2 presents the results of our analysis. Columns 5 and 6 depict the percentages 

of firms using each policy for the respective issue under IFRS in Germany and France in 

2005. The table 2 below is a snapshot of the French and German companies’ preferences in 

terms of IFRS options. We present only those options that differ significantly across both 

countries. 
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Table 2 Association of disclosure and measurement choices and country  

 

While for most of the IFRS disclosures and measurements options, the 20 companies 

investigated tend to make the same choice, there are significant differences in the frequencies 

of the alternatives, indicating the likelihood that each country and each company persist with 

its own traditional accounting system. The balance sheet seems to be the only financial 

statement to be comparable between Germany and France as far as the presentation is 

concerned. The 20 companies used the appellation ‘Balance sheet’ and the assets are 

presented as credit in order of increasing liquidity.  In relation to the income statement, we 

find that unlike the French companies, the German tend to favour the by-nature presentation. 

In addition, we find that impairments and restructuring costs tend to be accounted for under 

the heading ‘other operating expenses’ and exceptional items are presented in the line ‘income 

from non-recurring items’. Concerning the cash flow statements, both German and French 

firms classify the dividends paid as part of financing cash flows and the majority of the 

IFRS Topic German firms' preferences French firms' preferences 

Income statement presentation By nature format By function format 

 Inclusion of a line for other, 

non-gaap, sub-total such as 

underlying profit, activity 

contribution, gross margin etc

Inclusion of a line for non gaap 

sub-total such as gross profit 

No non-gaap subtotal is used 

Investments (in associates and 

or joint ventures)accounted for 

under equity accounting 

(method) included 

immediately after after finance 

STATEMENT OF 

SHAREHOLDERS' 

EQUITY 

IAS 1 

Format of presenting 

comprehensive income

One statement of income Only in Statement of Changes 

in Equity 

Do useful life differ 

significantly across categories 

of intangible assets 

Useful life differ significantly 

across categories of intangible 

assets 

Useful life is similar across 

categories of intangible assets 

IAS 2

Cost formulas in measuring 

inventory 

Weighted average cost Weighted average cost / FIFO 

INCOME 

STATEMENT 
IAS 1

ACCOUNTING 

POLICIES 
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companies put the interest and dividends received as well as the interest paid as part of the 

operating cash flows (when applicable). In terms of accounting policies, evidence shows that 

for both the tangible and intangible assets, companies have a tendency towards the cost model 

of measurement and apply the straight line method of depreciation in most cases. Besides, to 

treat the government grants or subsidies, the netting method is clearly more adopted 

especially when the subsidies relate to the acquisition of an asset, otherwise the deferred 

income is used.  We also find that both operating and financial leases are practiced in all the 

companies. Lastly, concerning the designation of financial assets, in 2005, German and 

French firms are inclined to designate financial assets to fair value through profit and loss.   

Nevertheless, we still observe significant differences in the choice of IFRS alternatives 

when it comes to 5 topics. Under IFRS, German firms tend to present their income statement 

(or their statement of comprehensive income, if the single statement approach is applied) 

according to the nature of expenditure format, whereas French firms tend to use the functional 

format. In addition, German firms using the by-function format have the tendency to include a 

line for non-GAAP subtotal such as gross profit.  Moreover, German firms tend to compile a 

detailed statement of recognized income and expense, whereas their French counterparts 

include the other comprehensive income only in the statement of changes in equity.   Under 

IFRS accounting, German firms tend to use the weighted average cost formula for inventory 

valuation, whereas French firms use FIFO more. What is more, unlike the French companies, 

the useful life of German firms’ intangible assets tends to vary significantly across categories 

of intangible assets.  

As expected,  the comparability of the cross-border financial statements was not 

achieved in 2005 with the adoption of the IFRS.  
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2. Comparability in 2011 

Columns 7 and 8 of the appendix 2 reveal the percentages of firms using each IFRS 

policy in Germany and France respectively in 2011. We want to investigate whether changes 

have occurred over time and whether the comparability of cross-border financial statements 

has improved. By comparing these results with those obtained for the 2005 financial 

statements, we notice that the IFRS measurement and disclosure preferences of the majority 

of our sample have not changed over time. On the contrary, it is very likely that the within-

country comparability has been badly impacted from this IFRS adoption as we can observed 

more heterogeneous disclosure and measurement choices within each country. This might be 

a good ground for another research paper.  

The only significant change of policy observed relates to the approach for presenting the 

comprehensive income. Under IFRS, in 2011, German and French firms have a tendency 

towards the presentation of the comprehensive income in a separate statement. This finding 

coincide with Nobes and Kvaal (2010) analysis. According to the latter, there were three 

important types of voluntary policy changes between 2005 and 2009 among which the 

moving away from including actuarial gains and losses in the income statement and hence the 

switching from showing only a statement of changes in equity to the presentation of a 

statement of recognized income and expense (SORIE). In fact, Nobes and Kvaal (2010) argue 

that the method of taking actuarial gains and losses to the SORIE (or other comprehensive 

income) enables companies to presumably protect their earning from volatility (Stadler, 2010). 

And since this type of actuarial gains and losses treatment requires the presentation of a separate 

statement such as the SORIE, this must have contributed to the increase preference for the 

presentation of SORIE in both France and Germany in 2011 financial reporting. In fact the use of 
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a SORIE has increased from 10% in 2005 to 60% and 70% for respectively Germany and 

France. 

Apart from this significant change, there seems to be little evidence in favour of a 

movement in the direction of homogeneous application of IFRS. However, regarding the 

government grants, we find an indication, although not significant, that for the treatment of 

these subsidies, the German and the French companies tend to converge towards the deferred 

income method in 2011. In fact, from 20% of the companies using the deferred income 

method in 2005, we reach 30% and 50% for respectively France and Germany.  

The results exhibit significant evidence that there are still both company-specific and 

country-specific versions of IFRS financial reporting even after a multi-period of IFRS 

application. It is no wonder why Ball (2005) warned that international comparability would be 

difficult to achieve. Many factors affect the choices of IFRS policies. In fact, according to 

Liao, Sellhorn, and Skaife (2012), a company’s accounting choices depend on the legal 

system, the ownership concentration, the key blockholder, the IFRS-tax linkage, the 

enforcement authorities... Moreover, Schipper (2005) put a stress on the fact that 

harmonisation of financial reporting would require cross-border enforcement authorities and 

more guidance. However, these are still largely absent. 

3. Do national accounting practices and rules still persist in the current IFRS 

consolidated financial reporting?  

 What we set out to investigate in this second part of our analysis, is whether the 

predominant choices under national GAAP could have enabled us to predict the IFRS 

measures and disclosure preferences observed in the first part of our analysis. In other words, 

we test whether current disclosures and measurement choices reflect the traditional 
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accounting practices. For this part, we rely on previous research on the matter effectuated by 

Haller and Wehrfritz (2010). In fact, they conducted an empirical analysis on the choice of 

explicit IFRS options in consolidated statements of listed German and French companies for 

the year 2001 since the IFRS requirement was not passed at that time and the transition 

smoothing action by companies were believed to be minimal. We will compare the 

accounting choices pre-IFRS with the current one (from our sampled companies) to see if a 

clear pattern in term of IFRS choices can be defined. In their research, Haller and Wehrfritz 

(2010) were careful to exclude from their sample the German companies which have been 

preparing their consolidated statements under the International Financial Reporting Standards 

since 1998 (based on former Art. 292a HGB). The final sample is made of 110 listed German 

companies.   

Appendix 3 shows the results of this analysis. Some IFRS topics are not covered 

because the respective option is not relevant to assess the influence of traditional accounting 

practices (traditional accounting rules and/or practices are similar to the related IFRS 

requirements) or because of poor disclosure. As expected, in their decision making process, 

German companies are influenced to some extent by their pre-IFRS national accounting 

policy rules and practices. Concerning the income statement presentation, the influence of 

pre-IFRS can be clearly observed since under the traditional German GAAP, 91.82 % of the 

firms used the by-nature format and this tendency is still present in the post-IFRS German 

financial statements of 60% of our sample German firms. The predominance of traditional 

accounting practices is even more obvious when looking at both the method of reporting 

operating cash flows and the classification of the dividends paid in the cash flow statement. In 

fact, all the firms studied in 2001 and 2011 chose the indirect method of reporting cash flow 

from operating activities. Regarding the classification of the dividends paid, under German 
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GAAP only the financing option was available; what could explain the predominance of this 

choice under IFRS as well. For the classification of the dividends and interest received as well 

as the interest paid, under the local GAAP, firms generally included them in the operating 

cash flows section and these accounting traditions are still maintained in the current 

consolidated financial statements. Furthermore, there are some evidence that the German 

firms’ preference for the cost model for valuating both tangible and intangible assets come 

from the fact that under the local GAAP, the general rule for the valuation of property, plant 

and equipment as well as for intangible asset was the cost model (the revaluation of intangible 

assets being prohibited). In relation to the cost formulas in measuring inventory, we observed 

that the pre-IFRS preference for German firm was the weighted average cost method with 

68.97% of the sampled firms. And it seems that most of our sampled firms (50% as opposed 

to 20% for the FIFO) tends to continue with this inventory valuation option. 

For the format of presenting the comprehensive income, since there was no requirement 

to present a statement of recognised gains and loss or cash flow statement under the 

traditional German accounting system, the choice for a separate statement (60% of German 

firms in 2011) is not affected by the local GAAP.   

While for most topics, the influence of traditional German accounting rules and 

practices can be observed, we find that for the treatment of governments grants related to 

asset, this is not the case. In 2001, most German firms (56.25% of the sample) used the 

deferred income method over the netting method (43.75%) whereas post-IFRS, German firms 

are more prone to use the netting method (50% of our sample) over the deferred income (30% 

of our sample). However, since this comparison is made on two different samples in terms of 

size and composition, we shall not jump to conclusions without further analysis into the 

matter. 
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As a result, differences in disclosure behaviour can be explained by the tendency of 

firms to stick to their national accounting practices: in fact, it is obvious that, as far as 

Germany is concerned, the local accounting rules and practices still persist and are likely to be 

maintained even after a multi-period of IFRS application. The continuation of national 

accounting practices is an issue concerning the cross-border comparability of financial 

statements; however financial information also needs to be timely what might explain this 

tendency. We can therefore assert that companies have the tendency to ‘bend’ IFRS rules 

towards their local accounting standards and practices.  
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Conclusion  

The use of a single set of accounting standards does not necessarily leads to harmonised 

accounting outcomes or financial reports. Previous literature claims that the existence of 

different versions IFRS financial reporting is due to the impact of traditional local GAAP, the 

institutional environment and the way of enforcement. In this study, we investigate whether, 

after seven years of mandatory IFRS application, the cross-border comparability of the 

financial documents is still not achieved. Our assumption was that ‘experienced’ IFRS user 

should demonstrate better harmonised financial documentation. We gathered and analysed the 

progression of a sample of both German and French companies in terms of disclosures and 

measure choices in their 2005 and 2011 consolidated financial statements. We then try to 

assess the likelihood that it is the accounting traditions under national GAAP that influence 

the IFRS consolidated reporting.  

Our research confirms the previous literature concerns about the IFRS. We find that 

although some progress towards harmonisation of financial reports has been made, the 

accountings traditions under national GAAP are still persisting as far as the German 

companies are concerned. Thus even under harmonized accounting standards, financial 

statement continues to be heterogeneous. There are differences across both countries in terms 

of both measurement and policies. Additionally we find significant the financial statements 

analysed exhibit significant within-country differences.  

This paper contribute to the debate of the comparability of IFRS financial reporting by 

revealing once more that the comparability of the financial statements will not improve with 

the IFRS experience of the users. More worrying, it seems that companies have learned to 

exploit the flexibility within IFRS at their advantage so as to improve the stability of their 
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earnings for instance (use of SORIE). In addition, because of all the options offered by the 

IFRS, companies tend to stick to national accounting requirements or predominant choice 

under national GAAP when choosing IFRS options: in other words they ‘bend’ the IFRS 

options to fit with their accounting culture. The likelihood of survival of such traditional 

culture in IFRS consolidated statements is really high according to the previous literature on 

the matter. It might be time to put in place the recommendations stipulated in Schipper 

(2005), that is to say to provide more guidelines and guidance to companies as well as to give 

more power to the enforcement authorities. Up to the present, the implementation of IFRS has 

failed to achieve the expectations of the investment community and the members of the 

International Accounting Standard Body.  

Our results come with some important limitations. First of all the size of the quality of 

our sample in terms of analysis-purpose can really flawed our conclusions. In fact, for our 

analysis, we relied on a really small sample of ten companies for each country. However, 

despite the final small sample, some of our findings confirm literature on comparability of the 

financial statements. In addition, our sample is made of companies belonging to different 

industries. De Franco et al (2011), argues that only firms facing similar economic events 

report similar financial accounting information so in order to analyse the effects of IFRS on 

the comparability of financial statements, not only one should have used firms belonging to 

the same industry, but in addition, one should have only focused on firms with similar 

mappings of economic events (or similar earning-return relation).   

Second, we rely on previous literature for information about national traditions in the 

pre-IFRS period instead of analysing ourselves previous financial statements of our sample 

companies. In fact, the secondary research used to analyse accounting practices under national 

GAAP holds the danger that the national traditions are either obsolete or biased by the 
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transition smoothing effects if that research was undertaken shortly before the mandatory 

IFRS application.  

Third, it is discussed by Nobes (1981) that for comparison purposes, the weighting of 

the relative IFRS options is important. In fact, he argued that measurement options such as 

inventory valuation method are more important than presentation options such as the format 

of the income statement (by nature or by function).  

Lastly, our paper lacks seriously the strong statistical tests necessary to assert that 

differences in IFRS policy choice in France and Germany are not only significant but also 

respective to local GAAP.  It may be worth it to run several statistical tests (such as the 

independence test_ Chi square...) to make sure that the use of an IFRS option is dependent on 

the country.  
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Appendixes 

Appendix 1: IFRS policy options 

 
IFRS Topic 

Explicit alternatives 

under IFRS 

IN
C

O
M

E
 S

T
A

T
E

M
E

N
T

  

IAS 1 Income statement presentation  
By-function format  

By-nature format  

  Inclusion of a line for  
EBIT or Operating profit  

no such line  

  

 Inclusion of a line for other, 

non-gaap, sub-total such as 

underlying profit, activity 

contribution, gross margin etc 

yes  

no  

  

Investments (in associates and 

or joint ventures)accounted for 

under equity accounting 

(method) included  

in 'operating'  

immediately after  

after finance  

n/a  

  
Revenue split between net sales 

and other income  

yes  

no  

  
 Impairments/Restructuring 

charges are charged within: 

cost of sales 

Sales General 

&Administrative expenses 

SG&A 

Separate line item 

Other (other operating 

expenses) or N/A 

  
Exceptional items are presented 

in:  

column 

line item (exceptional item 

label) 

line item (other label) 

n/a 

B
A

L
A

N
C

E
 

S
H

E
E

T
  

  

Type of balance sheet:  

Balance Sheet   

Statement of financial 

position 

Balance sheet shows  
assets = credits (single 

step) 
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net assets (multiple steps) 

Balance sheet liquidity  
Decreasing (cash at top) 

Increasing  

S
T

A
T

E
M

E
N

T
 

O
F

 

S
H

A
R

E
H

O
L

D

E
R

S
'E

Q
U

IT
Y

  

IAS 1  
Format of presenting 

comprehensive income 

Only in Statement of 

Changes in Equity  

Separate statement 

One statement of income  

C
A

S
H

 F
L

O
W

 S
T

A
T

E
M

E
N

T
  

IAS 7 

Method of reporting cash flows 

from operating activities 

Direct method 

Indirect method 

 In statement of cash flows, 

operating cash flows starting 

point is  

Net income 

Income before tax 

Other (EBITDA, EBIT) 

IAS 7 
Classification of dividends 

received in cash flow statement  

As operating 

As investing 

As financing 

IAS 7 
Classification of dividends paid 

in cash flow statement 

As operating 

As investing 

As financing 

IAS 7 
Classification of interest paid in 

cash flow statement 

As operating 

As investing 

As financing 

IAS 7 
Classification of interest 

received in cash flow statement  

As operating 

As investing 

As financing 

A
C

C
O

U
N

T
IN

G
 P

O
L

IC
IE

S
  

IAS 16 
Tangible assets (PPE) 

measurement  

Only cost model  

Some fair value 

(revaluation model) 

Use of component 

approach  

  
Tangible assets (PPE) are 

depreciated using the: 

Straight line 

 Straight line with excess 

depreciation 

Accelerated depreciation 

Sinking fund method 

Mixed depreciation 

method 

Unit of production 

Other (specify:   ) 

  
Do useful life differ 

significantly across categories 

Yes  

No  
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of tangible assets  

IAS 38  
Intangible assets (other than 

goodwill) measurement  

only cost 

some fair value 

(revaluation model) 

  
Intangible assets with definite 

lives are amortized using: 

Straight line 

 Straight line with excess 

depreciation 

Accelerated depreciation 

Sinking fund method 

Mixed depreciation 

method 

Unit of production 

Other (specify:   ) 

  Do useful life differ 

significantly across categories 

of intangible assets  

Yes  

  No  

IAS 20 
Treatment of government grants 

related to assets  

Deferred income  

Netting method 

  Financial assets at fair value  
Some designation 

None  

IAS 2 
Cost formulas in measuring 

inventory  

FIFO 

Weighted average cost  

LIFO 

Most current purchase 

price 

Retail prices reduced by 

appropriate margins 

Mixture 

  Leases  
All operating  

Some financial  

 

 

 

 

  



Appendix 2: Post-IFRS adoption accounting practices   

 

 

IFRS Topic Explicit alternatives under IFRS

IFRS policy choice 

in Germany (total 

sample size N = 

10)

IFRS policy 

choice in France 

(total sample 

size N = 10)

IFRS policy 

choice in 

Germany (total 

sample size N = 

10)

IFRS policy choice 

in France (total 

sample size N = 

10)

By-function format 50% 90% 40% 60%

By-nature format 50% 10% 60% 40%

EBIT or Operating profit  100% 100% 100% 100%

no such line 

yes 50% 20% 50% 20%

no 50% 80% 50% 80%

in 'operating' 20% 10% 40% 10%

immediately after 70% 50%

after finance 10% 90% 90%

n/a 10%

yes 30% 20%

no 100% 70% 100% 80%

cost of sales 20%

Sales General &Administrative 

expenses SG&A

Separate line item 20% 10% 30% 40%

Other (other operating expenses) or 

N/A 80% 80% 50% 60%

column 10% 10%

line item (exceptional item label) 10% 10% 10%

line item (other label) 30% 20% 30% 50%

n/a 50% 70% 50%

 Inclusion of a line for other, non-gaap, sub-

total such as underlying profit , activity 

contribution, gross margin etc

Inclusion of a line for 

2005 2011

IAS 1

Income statement presentation 

Investments (in associates and or joint 

ventures)accounted for under equity accounting 

(method) included 

Revenue split  between net sales and other 

income 

 Impairments/Restructuring charges are charged 

within:

Exceptional items are presented in: 

IN
C

O
M

E 
ST

A
TE

M
EN

T 
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Balance Sheet  100% 100% 80% 70%

Statement of financial position 20% 30%

assets = credits (single step) 100% 100% 100% 100%

net assets (multiple steps)

Decreasing (cash at top)

Increasing 100% 100% 100% 100%

Only in Statement of Changes in 

Equity 40% 90% 20%

Separate statement 10% 10% 60% 70%

One statement of income 50% 20% 30%

Direct method

Indirect method 100% 100% 100% 100%

Net income 60% 90% 60% 80%

Income before tax 10% 10%

Other (EBITDA, EBIT) 40% 30% 20%

As operating 50% 80% 40% 90%

As investing 10% 20%

As financing 10%

As operating

As investing

As financing 100% 100% 100% 100%

As operating 60% 40% 50% 20%

As investing

As financing 30% 40% 30%

As operating 60% 30% 60% 20%

As investing 10% 10% 20%

As financing 20% 20% 20%

ST
A

TE
M

EN
T 

O
F 

SH
A

R
EH

O
LD

ER
S'

EQ
U

IT
Y 

IAS 1 

Format of presenting comprehensive income

Type of balance sheet: 

Balance sheet shows 

Balance sheet liquidity B
A

LA
N

C
E 

SH
EE

T 

IAS 7

Classification of dividends paid in cash flow 

statement

IAS 7

Classification of interest paid in cash flow 

statement

IAS 7

Classification of interest received in cash flow 

statement 

Method of reporting cash flows from operating 

activities

IAS 7

Classification of dividends received in cash flow 

statement 

C
A

SH
 F

LO
W

 S
TA

TE
M

EN
T 

 In statement of cash flows, operating cash 

flows starting point is 

IAS 7
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A

C
C

O
U

N
TI

N
G

 P
O

LI
C

IE
S 

 

IAS 16 

Tangible assets (PPE) measurement  

Only cost model  100% 100% 100% 100% 

Some fair value (revaluation model)         

Use of component approach          

  

Tangible assets (PPE) are depreciated using the: 

Straight line 100% 90% 100% 90% 

 Straight line with excess depreciation         

Accelerated depreciation         

Sinking fund method         

Mixed depreciation method   10%   10% 

Unit of production   10%   10% 

Other (specify:   )         

  

Do useful life differ significantly across 

categories of tangible assets  

Yes  100% 100% 100% 100% 

No          

IAS 38  

Intangible assets (other than goodwill) 

measurement  

only cost 100% 60% 100% 60% 

some fair value (revaluation model)   40%   40% 

  

Intangible assets with definite lives are 

amortized using: 

Straight line 100% 90% 90% 100% 

 Straight line with excess depreciation         

Accelerated depreciation         

Sinking fund method         

Mixed depreciation method   10%   30% 

Unit of production     10% 10% 

Other (specify:   )         

  Do useful life differ significantly across Yes  60% 40% 70% 30% 
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categories of intangible assets  

No  40% 60% 30% 70% 

IAS 20 

Treatment of government grants related to assets  
Deferred income  20% 20% 30% 50% 

Netting method 60% 80% 50% 50% 

  

Financial assets at fair value  
Some designation 100% 100% 100% 100% 

None          

IAS 2 

Cost formulas in measuring inventory  

FIFO 30% 50% 20% 50% 

Weighted average cost  70% 50% 50% 50% 

LIFO 10%       

Most current purchase price 10%       

Retail prices reduced by appropriate 
margins   10% 20% 20% 

Mixture 30% 30%   20% 

  

Leases  
All operating  10%       

Some financial  90% 100% 100% 100% 

 

This table shows in column 4 the different IFRS measures and disclosures options for each topic presented in column 2. Columns 4 and 5 shows 

for respectively Germany and France, the percentage of companies present in our sample,  using the corresponding option in their 2005 

consolidated financial statements. Columns 6 and 7 reveal the percentage of German and French Firms who chose the related options in their 

2011 consolidated financial documentation.  
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Appendix 3: Traditional German accounting rules and practices  

  IFRS Topic 
Explicit alternatives 

under IFRS 
German GAAP 

German national 

practice in 2001 (total 

sample size N=110) 

German national 

practice in 2011 

(total sample size 

N=10) 

IN
C

O
M

E
 

S
T

A
T

E
M

E
N

T
  

IAS 1 Income statement presentation  

By-function format  
By-function format (Art. 275 

Para. 3, Art. 298 Para.1 HGB) 
8.18% 40% 

By-nature format  
By-nature format (Art. 275 Para. 

2, Art. 298 Para.1 HGB) 
91.82% 60% 

S
T

A
T

E
M

E
N

T
 O

F
 

S
H

A
R

E
H

O
L

D
E

R
S

'

E
Q

U
IT

Y
  

IAS 1  
Format of presenting 

comprehensive income 

Only in Statement of 

Changes in Equity  
No requirement to present a cash 

flow statement or a statement of 

recognised gains and losses  

    

separate statement   60% 

One statement of 

income  
    

C
A

S
H

 F
L

O
W

 S
T

A
T

E
M

E
N

T
  

IAS 7 
Method of reporting cash flows 

from operating activities 

Direct method Direct method (GAS 2.24) 0% 0% 

Indirect method Indirect method (GAS 2.24) 100.00% 100% 

IAS 7 
Classification of dividends 

received in cash flow statement  

As operating 
Generally as cash flows from 

operating activities (GAS 2.36) 

Implicitly in operating, 

if existent 
40% 

As investing 

Exceptionally as part of investing 

activities, if justified in the 

circumstances (GAS 2.39) 

    

As financing X X   

IAS 7 
Classification of dividends 

paid in cash flow statement 

As operating X X   

As investing X X   

As financing 
As cash flows from financing 

(GAS 2.37) 
100% 100% 
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IAS 7 
Classification of interest paid 

in cash flow statement 

As operating 
Generally as cash flows from 

operating activities (GAS 2.36) 

Implicitly in operating, 

if existent 
50% 

As investing 

Exceptionally as part of investing 

activities, if justified in the 

circumstances (GAS 2.39) 

    

As financing 

Exceptionally as part of investing 

activities, if justified in the 

circumstances (GAS 2.39) 

    

IAS 7 
Classification of interest 

received in cash flow statement  

As operating 
Generally as cash flows from 

operating activities (GAS 2.36) 

Implicitly in operating, 

if existent 
60% 

As investing 

Exceptionally as part of investing 

activities, if justified in the 

circumstances (GAS 2.39) 

    

As financing X X   

A
C

C
O

U
N

T
IN

G
 P

O
L

IC
IE

S
  

IAS 16 
Tangible assets (PPE) 

measurement  

Only cost model  

General rule of historical cost as 

maximum value for assets, hence 

also for property, plant and 

equipment (Art. 253 Para. 1 

HGB) 

  100% 

Some fair value 

(revaluation model) 
X X   

Use of component 

approach  
X X   

IAS 38  
Intangible assets (other than 

goodwill) measurement  

only cost Only cost    100% 

some fair value 

(revaluation model) 
revaluations not permitted      

IAS 20 
Treatment of government 

grants related to assets  
Deferred income  

Deferred income (Ellrott & 

Brendt, 2009) 
56.25% 30% 
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Netting method 
Netting method (Ellrott & Brendt, 

2009) 
43.75% 50% 

IAS 2 
Cost formulas in measuring 

inventory  

FIFO 
FIFO (Art. 256 Para. 1, Art. 298 

Para. 1 HGB) 
10.34% 20% 

Weighted average 

cost  

Weighted average cost (Art. 256 

Para. 1, Art. 298 Para. 1 HGB) 
68.97% 50% 

LIFO 
LIFO (Art. 256 Para. 1, Art. 298 

Para. 1 HGB) 
LIFO: 17.24% 0% 

Most current 

purchase price 

purchase market prices more 

relevant  
    

Retail prices reduced 

by appropriate 

margins 

    20% 

Mixture       

  Leases  
All operating  leases classified as operating 

leases but would be finance leases 

under IFRS  

    

Some financial    100% 

 

This table shows in columns 1 to 4 the explicit options under IFRS underlying our study. As for column 5, it presents the traditional German 

GAAP corresponding to the IFRS options. “X” means that the alternative is not available under the traditional accounting rules. Column 6 

shows the results of the analysis made by Haller and Wehrfritz (2010) on the percentage of German companies out of the 110 previously selected 

that applied the respective national GAAP option. The shadowed column represents the options for which no answer is available. Column 7 

shows the results of our previous analysis on current post-IFRS accounting choices and practices.



 


