
History of the European Accounting
Directives Review: Analysis of the Public
Consultation Results

Gabriele D’Alauro

Abstract Approval of the new European Accounting Directive followed a long
standard-setting process, characterized by a public consultation held in 2009 through
a Questionnaire submitted by the European Commission as part of the project to
simplify EU accounting rules. This paper analyses the comment letters received by
the European Commission with a twofold aim: first, to evaluate whether there are
significant differences among Country groups and respondent categories, and second
to verify the acceptance level of the constituents’ opinions in the subsequent
European Commission’s review proposal and in the European Parliament and
Council’s final decisions. Confirming our hypotheses, results show a significant
diversity among respondents. In particular, only German-speaking Countries favor
eliminating significant disclosure and publication requirements. Anglo-Nordic
Countries agree on increasing simplification options and information freedom,
whilst Latin Countries are more oriented towards a rule-based approach. Concerning
respondent categories, preparers show more appreciation for a significant reduction
of mandatory disclosure with respect to users and public authorities. In any case, the
proposal for a new Accounting Directive presented by the European Commission, as
well as the final Directive, though apparently supporting the ‘user primacy’ princi-
ple, seems not to consider adequately all the needs emerging from the public
consultation.

Keywords Accounting Directives · European Questionnaire · Standard setting ·
Country groups · Respondent categories · International differences

G. D’Alauro (*)
Department of Economics and Business Studies, University of Genoa, Genoa, Italy
e-mail: gdalauro@economia.unige.it

© Springer Nature Switzerland AG 2019
M. Huseyin Bilgin et al. (eds.), Eurasian Business Perspectives, Eurasian Studies in
Business and Economics 10/1, https://doi.org/10.1007/978-3-030-11872-3_8

107

http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-030-11872-3_8&domain=pdf
mailto:gdalauro@economia.unige.it
https://doi.org/10.1007/978-3-030-11872-3_8


1 Introduction

Member States were required to bring into force the laws, regulations and adminis-
trative provisions necessary to comply with the new European Accounting Directive
2013/34/EU (European Parliament and Council 2013) by 20 July 2015, so enabling
first-time applications of these provisions to financial statements for financial years
beginning on 1 January 2016 or during the calendar year 2016. The final approval of
the Directive, which replaces the Fourth and Seventh Company Law Directives,
followed a long standard-setting process, characterized by a public consultation held
in 2009 through a Questionnaire on a review of the Accounting Directives.

The present study analyses the answers to the Questionnaire, submitted in 2009
by the European Commission as part of the project to modernize and simplify the
accounting rules of the European Union, including in particular a reduction of
administrative burdens mainly for small enterprises. Additional key objectives of
this review were to increase the clarity and comparability of financial statements, and
protect users’ accounting information levels (European Commission 2011a).

The review of the Accounting Directives, based on the answers given by respon-
dents to the official Questionnaire from the European Commission, has a twofold
aim: first, to evaluate whether there are significant differences among Country
groups (Anglo-Nordic, German-speaking and Latin groups) and respondent catego-
ries (users, preparers, public authorities, accountants and auditors), and second to
verify the acceptance level of the constituents’ opinions in the subsequent European
Commission’s review proposal and in the European Parliament and Council’s final
decisions.

Our research method examines the answers to the Questionnaire’s 37 questions
and tests several hypotheses regarding the presumed differences among respondents
in the light of the literature relevant for our study. We investigate more than
100 completed questionnaires received by the European Commission. Our results
show that there is a marked difference between users and preparers as well as
between Countries on many of the subjects included in the Accounting Directive
review process. A post-review analysis also shows that the proposal for a new
Accounting Directive and the ensuing final Directive seem not to consider ade-
quately all the needs emerging from the public consultation.

At a theoretical level, as the European Accounting Directives review was char-
acterized by the proposal for a simplification for small entities of the general rules
applied to larger firms, our research also integrates the international-wide debate on
so-called ‘differential reporting’ (Walton 2015) and by analyzing related informa-
tional needs (Di Pietra et al. 2008), illustrates the opinions and the demands of both
users and preparers, as well as accountants, auditors and public authorities, in the
European Union.

Consistent with the discussion in the European academic literature and the results
of previous related studies (Joos and Lang 1994; Haller 2002; Nobes 2011; Quagli
and Paoloni 2012; Quagli et al. 2015), our empirical analysis confirms both across-
and within-country diversity, showing that the differences across Europe have not
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been significantly reduced by the adoption of the Accounting Directives, hence
European accounting harmonization remains an elusive goal (Alexander 2015;
Venuti 2012).

The distinguishing feature of this paper is its focus on the public consultation
promoted by the European Commission—as it represents a significant phase of the
European Accounting Directives review—with particular reference to the analysis of
the results and the effects of the related Questionnaire as a whole, so investigating
and extending a previous study regarding only a part of the Questionnaire (Quagli
et al. 2015).

The European Regulator had to make significant choices among different prefer-
ences and needs arising from stakeholders categories. In this context, the consequent
proposal for a new Accounting Directive, presented in 2011 by the European
Commission also following up public consultations on other issues in particular
concerning the IFRS for SMEs, as well as the consequent final Directive definitely
approved in 2013, seems to confirm the “user primacy” principle.

The paper proceeds as follows: Sect. 2 summarizes the structure of the European
Commission Questionnaire; Sect. 3 poses the research questions and related litera-
ture; Sect. 4 describes the methodology used to select responses for examination. In
Sect. 5 we analyze the responses and show our results. Section 6 describes the
European Commission proposal for a new Accounting Directive, the consequent
amendments and the final text of the Directive. Finally, Sect. 7 discusses limitations
of the research and conclusions.

2 Structure of the European Commission Questionnaire

The European Commission Questionnaire on the public consultation of the review of
the Accounting Directives took place between 26 February 2009 and 30 April 2009.
The objective of this consultation was to gather the view of European Union
stakeholders on several proposals to modernize and simplify the 30-year-old
Accounting Directives.

The Questionnaire is made up of 37 questions: 25 questions are asked for “yes/
no” responses with reference to specific issues, while the other 12 questions basically
concern requests for descriptive comments.

In short, as shown in Table 1, the 25 “closed questions” refer to the following
macro-topics: basic principles, structure of rule approach, company categories,
elements of annual accounts, publication requirements of financial statements,
layout requirements of financial statements, valuation issues, structure of the two
current Accounting Directives and their possible integration.

As regards the aims of our study, focused on analysis of the answers to these
closed questions, it is useful to group the issues in a homogeneous way. In particular,
we propose a classification founded on the key element of the Questionnaire, namely
the level of corporate disclosure required. Consequently, we categorized each
question based on whether the proposal implies an increase (information
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Table 1 Questions asked for “yes/no” responses—topic and groups

Topic Group* Macro-topic
Question
No.

Concentration of basic principles in one dedicated
section

C2 Basic principles 1

Creation of a bottom-up approach B1 Structure 3

Appropriateness of current rules for small, medium
and large companies

C3 Company
categories

4

Agreement on current criteria for company
categories

C3 7

Agreement on current thresholds for company
categories

C3 8

Approval of a reduction of the number of company
categories

C1 9

Agreement on other approaches to reduce the
number of company categories

N 10

Agreement on eliminating the requirement for
annual reports for medium companies

B2 Elements of annual
accounts

11

Agreement on requiring cash-based information A 12

Agreement on requiring a minimum layout of the
cash-flow statement

A 13

Only for preparers—Provision of a cash-flow
statement in the past years

N 14

Only for bank or credit provider—Usefulness of a
cash-flow statement

N 15

Requirement in own jurisdiction to provide a cash-
flow statement

N Publication
requirements

16

Agreement on exempting small companies from the
requirement to publish accounts

B2 17

Agreement on option for small companies to pre-
pare only abridged accounts

B1 18

Agreement on developing one XBRL taxonomy at
the EU level

C1 21

Agreement on keeping prescriptive formats for the
balance sheet and the p&l account

B1 Layout
requirements

22

Agreement on reducing the number of available
layouts

C1 23

Agreement on providing for only a minimum
structure for balance sheet and p&l account

B1 24

Agreement on removing the separate line items for
extraordinary effects

B2 27

Only for users—Usefulness of the extraordinary
item

N 28

Agreement on potential for modernization and
simplification in the area valuation rules

C2 Valuation issues 32

Agreement on integrating the 7th Directive into the
4th Directive

C2 Creating one
Accounting
Directive

34

Agreement with the need for amendments or mod-
ernization of the 7th Directive

C2 35

Agreement with the need to streamline the termi-
nology of the Directives

C2 36

(continued)
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strengthening) or a decrease (information weakening) of required information when
compared to the current Directives, or concerns other innovations. However, it
should be added that information strengthening does not necessarily imply an
improvement of the quality of corporate disclosure.

Our reclassification of questions is as follows:

– Group A: proposals for information strengthening;
– Group B: proposals for information weakening, divided into:

– Group B1: proposals for broader information freedom;
– Group B2: proposals for elimination of information requirements;

– Group C: proposals for other innovations, divided into:

– Group C1: proposals for reduction of alternative options or categories;
– Group C2: proposals for amendment of directive format;
– Group C3: check of degree of satisfaction with current rules.

Table 1 provides a description of all the topics for each of the questions examined
and a specification of the corresponding classification based on the aforementioned
groups. In line with the main aim of the European Questionnaire, we note that the
majority of questions concerns issues promoted in order to reduce informative and
administrative burdens or to simplify corporate accounting rules. The proposals to
stress required disclosure only pertain to a single subject, i.e. cash-flow information
(Question, hereafter “Q”, 12 and Q13). We point out that so far cash-flow informa-
tion has not been made mandatory by the European Directive, contrary to IAS
requirements.

Finally, some questions, owing to their particularly specific nature—among them
those for only one respondent category (Q14, Q15 and Q28), plus a question
regarding agreement on other approaches for the reduction in the number of

Table 1 (continued)

Topic Group* Macro-topic
Question
No.

Total number of questions considered 25

*Group classification Number

A ¼ information strengthening 2

B ¼ information weakening

B1 ¼ broader information freedom 4

B2 ¼ elimination of information requirements 3

C ¼ innovation

C1 ¼ reduction of alternative options or categories 3

C2 ¼ amendment of directive format 5

C3 ¼ degree of satisfaction with current rules 3

N ¼ none 5

Total number of questions 25
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company categories (Q10), and a question on the requirement in own jurisdiction to
provide a cash-flow statement (Q16)—have not been included in any of the groups.

As discussed below (see in particular Sect. 6.1), the responses to the Question-
naire are commented on by the European Commission in the “Summary Report of
the Responses Received to the Working Document of the Commission Services
(DG Internal Market) Consultation Paper on Review of the Accounting Directives”
(European Commission 2009b), hereafter “Summary Report”. However, this Report
is neutral and does not take a position on the answers received, underlining that the
results of the review do not commit the Commission to future action (European
Commission 2009b).

3 Theoretical Background and Research Questions

We focus on the responses to the European Commission Questionnaire firstly to
understand the position of European Union stakeholders towards the current
European accounting rules and, secondly, to examine the presumed differences
among respondents in the light of the review of the Accounting Directives.

The first research question is to check whether the Countries where respondents
operate have an influence on their answers regarding the various issues raised by the
European Commission. In this way, we are also in a position to test the validity of the
concepts of international groups.

The initial hypothesis is that a positive evaluation of a relaxation of mandatory
information requirements, founded on a broader informational freedom for compa-
nies, will be found most of all in the Anglo-Nordic respondents, due to their cultural
tradition of greater transparency in financial statements based on a “principle-based”
approach, with a lighter role of formal rules, and on the prevalence of substance over
form (Nobes 1983).

From the perspective of reducing disclosure burdens, the German-speaking class
is presumed instead to express a generally positive view towards the real elimination
of information requirements, on the basis of statements issued by several German
representatives in the European Parliament, mainly with reference to the opinions in
favor of eliminating mandatory annual reports for ‘micro-entities’ (European Par-
liament 2010).

On the other hand, we assume that Latin respondents support more prescriptive
measures and an increase of required information, as their cultural tradition is more
oriented towards a rule-based approach (Joos and Lang 1994).

So we can formulate the following hypotheses.
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H1a: Anglo-Nordic respondents are more inclined than others to allow broader
information freedom for companies.

H1b: German respondents are more inclined than others to eliminate information
requirements for companies.

H1c: Latin respondents are more inclined than others to increase required information
for companies.

The second research question concerns the analysis of respondent orientation
vis-à-vis their category, applying—as the European Summary Report did—the
classification of preparers, users, accountants and auditors, public authorities.

It is expected that users are not in favor of a decrease in corporate disclosure,
mainly in the form of proposals for eliminating information requirements, since this
could compromise their ability to acquire useful data, for instance, in order to assess
and compare alternative investments (Sinnet and De Mesa Graziano 2006). On the
contrary, preparers are likely to favor a significant reduction of mandatory disclosure
and the lower administrative burdens this implies (Gallup Organization 2007).
Moreover, we presume that public authorities hope to get more available data for
regulatory and control purposes. Overall, we hypothesize that accountants and
auditors support the proposals of change that could lead to an increase of companies’
requests for their consulting services.

We can therefore formulate the following hypotheses.

H2a: Users are less inclined than others to eliminate corporate information
requirements.

H2b: Preparers are more inclined than others to decrease corporate mandatory
disclosure.

H2c: Public authorities favor increasing corporate available data.
H2d: Accountants and auditors are favorable to changes increasing their consulting

services.

Looking at the literature relevant for our study, we should observe, as regards our
first research question, that there are several papers on international classification of
accounting systems. Suggested classifications of accounting systems in some devel-
oped western countries in 1980 is founded on the dichotomous distinction between
Anglo countries and continental European countries (Nobes 1983), and many studies
examine how the influence of accounting rules or auditors’ opinions about account-
ing practices may determine country grouping (Nobes 1983; Doupnik and Salter
1993; D’Arcy 2001).

International classifications can be split into extrinsic classification, founded on
influences on accounting, and intrinsic classifications, based on accounting itself, as
also noted by Gray (1988) and Roberts (1995): the influential factors most proximate
to accounting itself are legal systems, taxation systems and financing systems
(Nobes 2006). In a broader context, the literature offers a large number of possible
reasons for international differences, such as external environment, culture, institu-
tional structures and accounting practices (Doupnik and Salter 1995), managerial
philosophy, capital markets, tax law and different user orientations of the countries
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concerned (Gray 1980), and also general theories linking the factors, in particular
founded on the strengths of equity markets and on the degree of cultural dominance
(Nobes 1998).

Nobes (2011) shows that the extensively debated classification between Anglo
and continental European countries, drawn up in 1980, is still discernible, by
analyzing the IFRS practices of large listed companies, with particular reference to
seven countries (besides Australia) that had implemented the main EU accounting
harmonization measures (the Fourth and Seventh Directives on company law)
by 1995.

It is also noted that IFRS offers considerable scope for companies to choose
accounting policies, and therefore it allows national profiles of IFRS practice to
emerge, as reported in the literature for European major countries (Kvaal and Nobes
2010). In fact, despite some increased compliance with IASC standards (Emenyonu
and Gray 1996) and 30 years of harmonization led by the International Accounting
Standard Committee/Board and by the European Union, many differences still exist
in Western European accounting practices, international differences are clearly
visible and countries form the same grouping as they did decades ago (Nobes 2011).

In summary, whilst the Anglo-Saxon model has historically focused on equity
holders, discretion in the preparation of financial statements as long as the resulting
statements provide a “true and fair view” of financial condition, and decoupled tax
and financial reporting, the Continental model is characterized by a focus on debt
holders, codified reporting requirements and a strong link between financial and tax
reporting (Joos and Lang 1994).

So, this strand of literature, relevant for our research, provides evidence that
accounting differences generally are very deep-seated and resistant to harmonization
over long periods (Nobes 2011), and significant variations in accounting rules and
practice continue to arise in European countries (Blake et al. 1998).

Looking at the primary factors that have historically led to differences in account-
ing practice across the EU countries, Joos and Lang (1994) identify the extent of
legal influences on accounting and financial reporting, the differences among capital
providers, and the influence of taxation on financial statements. Investigating
impacts on the financial statement caused by differences in accounting measurement
practice in France, Germany and the United Kingdom, the authors find evidence that
significant differences in reported profitability and the multiplies applied to account-
ing data existed prior to the EU accounting directives, and that such differences were
not significantly reduced following implementation of the directives. As a conse-
quence, it appears that the flexibility allowed by the directives left substantial
differences in accounting among European countries largely unaffected (Joos and
Lang 1994).

The solution for bridging the conceptually conflicting visions of the two different
accounting cultures relevant for our research—Anglo-Saxon and continental philos-
ophy of accounting—consisted in reaching a compromise amongst the considerable
number of options emerging from the directives (Van Hulle 1992, 1993; Walton
1997) in the at times controversial areas of format, recognition and valuation (Haller
2002).
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In fact, though the directives led to substantial changes in the letter of accounting
law in the member countries, their effect on the resulting accounting data is not as
clear: while the directives required that financial statements reflect the true and fair
view, their more specific requirements, particularly on measurements issues, left
significant discretion to member states (Joos and Lang 1994). Influenced by the
national accounting traditions of the particular states, these available options have
been carried out in different ways throughout Europe, which ultimately was the
reason for not achieving a satisfactory degree of comparability and equivalence of
financial statements across Europe (Haller 2002).

Also as regards our second research question, the related literature provides
evidence of the differences that we assume, thereby supporting our hypotheses on
the Questionnaire’s respondent categories. Beattie et al. (2006), conducting a ques-
tionnaire survey of United Kingdom users and preparers to assess their views on
proposals for lease-accounting reforms and on the potential economic consequences
of their adoption, provide evidence that the views of the two respondent categories
differ significantly: their findings suggest that standard setters have to consider that
the interests of users and preparers conflict, and that concerns about the general
under-representation of users’ views on accounting standards are well-founded.
Similarly, the results of a questionnaire survey of the perception of, and participation
in, the IASB process of a sample of U.K. investment management firms (Georgiou
2010), indicate that the level of lobbying activity undertaken by users is low, relative
to that of other interest groups such as financial statement preparers.

Significant differences between respondent categories are also found by Ousama
et al. (2011), which investigate preparers’ and users’ perceptions on the usefulness of
intellectual capital information disclosed in the annual reports of listed companies,
and by Jarrar et al. (2007), with reference to the perception of users and preparers
concerning the likelihood of successfully implementing activity-based costing in a
university setting.

In addition, Quagli and Paoloni (2012) analyze the homogeneity among
European Countries, users and preparers in the European Commission Questionnaire
on the public consultation of the IFRS for SMEs, providing evidence that preparers
demonstrate a strong opposition to the IFRS for SMEs, while users are more
favorable, and, concerning Country classification, German-speaking Countries and
Latin Countries show much less appreciation for that standard with respect to Anglo-
Nordic Countries. Finally, Quagli et al. (2015) examine the European Commission
Questionnaire on the European Accounting Directives review with reference to the
questions related to reductions in mandatory information and to differential
reporting, providing evidence of significant differences in respondents’ views.
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4 Sample Selection and Level of Participation by
Respondents

In order to analyze the answers to the European Questionnaire, we group them
following the traditional Country classification founded on international accounting
theory (Nobes 1983). On the contrary, the different classification by single Country
used by the European Summary Report (European Commission 2009b) shows
marked disproportion of responses: out of a total of 25 Countries to which respon-
dents belong, the three most “active” Countries account for nearly 40% of the
responses (Germany, the first, is over 15% of the responses) and from 15 States
there are only 3 or fewer responses.

According to the Summary Report above mentioned (European Commission
2009b), the Commission Services received 105 original responses to the consulta-
tion representing a full spectrum of European stakeholders, from 22 EU Member
States and 2 non-EU Countries, as well as EU wide representative organizations.
Respondents were classified in that report as preparers (22 responses), users (13),
accountants and auditors (37), public authorities (22) and “others” (11), presumably
on the basis of category self-assessment provided in each Questionnaire. A number
of duplicate responses were received: for statistical purposes these have been treated
as one by the European Commission.

We downloaded the responses from the European Commission website
(European Commission 2009a) and we also kept useful information from each
respondent website in order to check—similar to previous related studies (Quagli
and Paoloni 2012; Quagli et al. 2015)—whether the respondent category declared by
respondents and used by the European Summary Report corresponds to the real role
emerging from the analysis of the respondent activity. Consequently, we do not use
the “others” category. Moreover, we treated duplicate responses as one only if
respondents belong to the same category.

In this way, we obtained different numbers of respondent. Table 2 shows the list
of respondents by Country and by category, extending the analysis presented in a
previously cited study (Quagli et al. 2015).

In our classification there are 107 original responses: 28 from preparers, 17 from
users, 37 from accountants and auditors, 25 from public authorities. The analysis by
category demonstrates the weak participation by users (16%)—confirming the
results of other previous studies (Beattie et al. 2006; Schiebel 2008; Quagli and
Paoloni 2012)—even though the protection of essential user needs through retaining
necessary accounting information for users is declared as one of the key objective of
the directives review. On the other hand, the highest number of responses comes
from accountants and auditors (35%). Concerning Country classification, we can
observe the considerable participation by German stakeholders, European Institu-
tions, and respondents from the United Kingdom. The list of respondents by Country
group is provided at Table 3.

The highest number of responses (equal to 32) comes from Latin Countries,
followed in descending order by Anglo-Nordic (29 responses), German-speaking
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Table 2 List of respondents by Country and by category

Member
State Group N. resp. % Preparers Users

Accountants
and auditors

Public
authorities

Germany German-
speaking

17 15.89 8 2 5 2

European
Union
(Institutions)

European
Union

15 14.02 4 4 7 0

United
Kingdom

Anglo-
Nordic

10 9.35 1 2 4 3

Belgium Latin 7 6.54 3 1 2 1

Spain Latin 6 5.61 0 2 1 3

Italy Latin 6 5.61 0 1 4 1

Luxembourg Latin 6 5.61 2 1 2 1

Netherlands Anglo-
Nordic

6 5.61 1 1 2 2

Denmark Anglo-
Nordic

4 3.74 1 0 2 1

France Latin 4 3.74 2 0 1 1

Austria German-
speaking

3 2.80 1 1 0 1

Finland Anglo-
Nordic

3 2.80 0 0 2 1

Sweden Anglo-
Nordic

3 2.80 1 0 1 1

Czech
Republic

German-
speaking

2 1.87 1 0 0 1

Hungary German-
speaking

2 1.87 0 0 1 1

Ireland Anglo-
Nordic

2 1.87 1 0 1 0

Portugal Latin 2 1.87 0 0 1 1

Slovenia Eastern
Europe

2 1.87 1 1 0 0

Azerbaijan
(non-EU)

Eastern
Europe

1 0.93 0 0 1 0

Greece Latin 1 0.93 1 0 0 0

Lithuania Eastern
Europe

1 0.93 0 0 0 1

Norway
(non-EU)

Anglo-
Nordic

1 0.93 0 1 0 0

Poland German-
speaking

1 0.93 0 0 0 1

Romania Eastern
Europe

1 0.93 0 0 0 1

Slovak
Republic

Eastern
Europe

1 0.93 0 0 0 1

Total number 107 28 17 37 25

Total percentage 100.00 26.17 15.89 34.58 23.36
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countries (26) and European Institutions (15). Eastern Europe Countries are
represented only by five entities: as a consequence, for statistical reasons, we do
not consider these responses in our subsequent analysis.

Table 4 specifies the level of interest by respondents for each question, measured
by the percentage of “yes/no” responses. For each analyzed question, every respon-
dent could answer “yes”, “no”, “don’t know”, or provide no answer.

Respondents interest is particularly high on the subject of simplifications, for
instance concerning the proposal of eliminating the requirement to publish accounts
and to prepare annual reports (Q11 and Q17), together with the proposal of modi-
fying the directives format in order to highlight the importance of basic principles
(Q1). For these issues the level of interest is equal about to 85%.

On the other hand, the lowest level of interest is recorded with reference to the
other questions concerning the review of the directives format (Group C2), not
considering the questions for only one respondent category (Q14, Q15 and Q28).
In particular, the low interest in the amendments of the Seventh Directive (Q35),
equal to only 55%, could be justified by the fact that in the European context the
consolidated financial statements do not have “legal value” and are generally
prepared by the direct use of IAS/IFRS principles. Overall, with reference to the
total number (25) of the questions, we note a mean level of interest equal to about
67%, which rises to 74% if we consider only the 22 questions addressed to all the
respondents.

5 Results and Analysis

5.1 Questions on Information Strengthening

Table 5 shows the results referring to Group A questions on agreement to strengthen
the information required, comparing responses by Country group.

Group A, as already discussed, includes only two questions referring to the same
issue, that is cash flow information: agreement on requiring cash-based information
(Q12) and on requiring a minimum layout of the cash-flow statement (Q13).

Table 3 List of respondents by Country group and by category

Group N. resp. % Preparers Users
Accountants and
auditors

Public
authorities

Latin 32 29.91 8 5 11 8

Anglo-Nordic 29 27.10 5 4 12 8

German-speaking 26 24.30 10 3 6 7

European Union
(Institutions)

15 14.02 4 4 7 0

Eastern Europe 5 4.67 1 1 1 2

Total 107 100.00 28 17 37 25
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Table 4 Level of interest by respondents

Topic

Group
(see
Table 1)

Question
No.

%
Yes
+ no

Yes
+ no

Don’t
know +
not resp. Tot. resp.

Agreement on exempting small
companies from the requirement
to publish accounts

B2 17 86.9 93 14 107

Concentration of basic principles
in one dedicated section

C2 1 85.0 91 16 107

Agreement on eliminating the
requirement for annual reports for
medium companies

B2 11 85.0 91 16 107

Agreement on current criteria for
company categories

C3 7 81.3 87 20 107

Agreement on requiring a mini-
mum layout of the cash-flow
statement

A 13 80.4 86 21 107

Agreement on current thresholds
for company categories

C3 8 79.4 85 22 107

Agreement on requiring cash-
based information

A 12 78.5 84 23 107

Agreement on option for small
companies to prepare only
abridged accounts

B1 18 78.5 84 23 107

Agreement on removing the sepa-
rate line items for extraordinary
effects

B2 27 78.5 84 23 107

Approval of a reduction of the
number of company categories

C1 9 77.6 83 24 107

Agreement on prescriptive for-
mats for the balance sheet and the
profit and loss account

B1 22 77.6 83 24 107

Creation of a bottom-up approach B1 3 76.6 82 25 107

Appropriateness of current rules
for small, medium and large
companies

C3 4 73.8 79 28 107

Agreement on providing for only
a minimum structure for balance
sheet and p&l account

B1 24 72.9 78 29 107

Agreement on integrating the 7th
Directive into the 4th Directive

C2 34 71.0 76 31 107

Agreement on other approaches to
reduce the number of company
categories

N 10 68.2 73 34 107

Requirement in own jurisdiction
to provide a cash-flow statement

N 16 68.2 73 34 107

Agreement on reducing the num-
ber of available layouts

C1 23 68.2 73 34 107

(continued)
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There is a strong prevalence of agreement (75%) in achieving such information
strengthening, mainly as regards Latin respondents (87% favorable) that confirm, as
assumed (see H1c), their traditional orientation towards a rule-based approach, and
European Union respondents (88% favorable). On the other hand, we observe a
significant difference (at 0.01, by applying the chi-square statistic) between Anglo-
Nordic Country (only 54% favorable) and the three other Country groups (83%
favorable on average): as assumed too (see H1a), Anglo-Nordic Countries show their
higher diffidence towards the increase of formal requirements. With regards to
category groups, Table 6 provides our findings.

The category of respondents most favorable to introducing new cash flow infor-
mation requirements is represented by public authorities (82% yes), confirming their

Table 4 (continued)

Topic

Group
(see
Table 1)

Question
No.

%
Yes
+ no

Yes
+ no

Don’t
know +
not resp. Tot. resp.

Agreement with the need to
streamline the terminology of the
Directives

C2 36 68.2 73 34 107

Agreement on potential for mod-
ernization and simplification in the
area valuation rules

C2 32 66.4 71 36 107

Agreement on developing one
XBRL taxonomy at the EU level

C1 21 58.9 63 44 107

Agreement with the need for
amendments or modernization of
the 7th Directive

C2 35 55.1 59 48 107

Only for users—Usefulness of the
extraordinary item

N 28 26.2 28 79 107

Only for preparers—Provision of
a cash-flow statement in the past
years

N 14 14.0 15 92 107

Only for bank or credit provider—
Usefulness of a cash-flow
statement

N 15 4.7 5 102 107

Total number of questions 25 67.3 1799 876 2675

Total number of questions—less
questions for only a respondent
category

22 74.4 1751 603 2354

Table 5 Group A questions (information strengthening)—results by Country group

Q12–Q13 German-speaking Latin Anglo-Nordic European Union Total

Yes 38 48 22 14 122

No 12 7 19 2 40

Total 50 55 41 16 162

% yes 76 87 54 88 75
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hypothesized aim at obtaining and managing as much data as possible in order to
carry out effective policies (see H2c). Lower support comes from the preparers
instead (67% favorable), considering as expected (see H2b), that they tend to be
contrary to additional administrative burdens.

5.2 Questions on Broader Information Freedom

More questions have been classified in Group B on information weakening,
according to the fact that the main aim of the review is the simplification and the
reduction of burdens, with particular reference to small enterprises. Having regard to
issues of broader information freedom represented by Group B1 questions, Table 7
shows the results by Country group.

The proposals concern the creation of a bottom-up approach (Q3), the introduc-
tion of the option for small companies to prepare only abridged accounts (Q18), the
maintenance of prescriptive formats for the balance sheet and the profit and loss
account (Q22: as the question is formulated in the other way, we compute “no”
responses as “yes” and vice versa) and the provision of only a minimum structure for
the balance sheet and the profit and loss account (Q24).

We obtained very similar numbers of favorable (equal to 156) and contrary (equal
to 152) opinions, but with strong differences across Country groups. As presumed
(see H1a), Anglo-Nordic respondents support these proposals, as two thirds of
respondents answer “yes” to the questions, due to their cultural tradition of infor-
mation freedom for enterprises. We highlight the difference, significant at 0.01 level
by applying the chi-square statistic, between the Anglo-Nordic and Latin groups.
The latter shows favorable answers equal to only 38%, confirming (see H1c) in this
different cultural context the supremacy of a rule-based approach with rigid schemes
for financial statements and well defined evaluation criteria.

Table 6 Group A questions (information strengthening)—results by category

Q12–Q13 Preparers Users Accountants and auditors Public authorities Total

Yes 28 14 48 32 122

No 14 5 14 7 40

Total 42 19 62 39 162

% yes 67 74 77 82 75

Table 7 Group B1 questions (broader information freedom)—results by Country group

Q3–Q18–Q22–Q24 German-speaking Latin Anglo-Nordic European Union Total

Yes 40 40 52 24 156

No 48 65 26 13 152

Total 88 105 78 37 308

% yes 45 38 67 65 51
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Table 8 also confirms our hypotheses (see H2a, H2b and H2c) on the position of
category groups as regards the issue of broader information freedom for enterprises.

Users are strongly opposed (69% of “no” answers) to these proposals (see H2a),
whilst the majority of preparers (58%) are in favor (see H2b), with a difference
significant at 0.01 level. According to Group A results, we also note that the position
of public authorities towards weaker information is negative, as “no” answers are
equal to 54% (see H2c).

5.3 Questions on Elimination of Information Requirements

The second group of questions included in the area of information weakening
(Group B2) concerns proposals for a significant reduction of information require-
ments compared to the current rules. These are the most unsettling issues emerging
from the European Commission Questionnaire and regard the elimination of the
requirement for medium-sized companies to prepare annual reports (Q11) and the
exemption from the requirement to publish accounts by small companies (Q17), in
addition to the proposal to remove the separate line items for extraordinary effects
(Q27).

In line with the proposals and the statements issued by several German represen-
tatives in the European Parliament, as presented in Table 9, the majority of German-
speaking respondents favor these proposals of strong information reduction,
although with a slight prevalence of yes (37 vs. 35 out of a total of 72 responses),
whilst respondents of all the other Country groups are opposed, with “no” answers
equal to 69% on average: as assumed (see H1b), the difference between the German-
speaking area and the other Country group results is highly significant (at 0.01 level
by applying the chi-square statistic).

With regard to respondent category (Table 10), only preparers favor eliminating
such disclosure and publication requirements (see H2a): the percentage of “yes”

Table 8 Group B1 questions (broader information freedom)—results by category

Q3–Q18–Q22–
Q24 Preparers Users Accountants and auditors Public authorities Total

Yes 45 10 68 33 156

No 33 22 58 39 152

Total 78 32 126 72 308

Table 9 Group B2 questions (elimination of information requirements)—results by Country group

Q11–Q17–Q27 German-speaking Latin Anglo-Nordic European Union Total

Yes 37 25 21 10 93

No 35 68 39 18 160

Total 72 93 60 28 253

% yes 51 27 35 36 37
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answers is equal to 52% and differ significantly (at 0.01 level) with respect to the
average ratio (32%) of favorable opinions among the other three categories, which in
fact are markedly opposed, supporting our hypotheses (see H2b, H2c and H2d).

In particular, the opposition of accountants and auditors could be justified if we
think that such a proposal of simplification, if realized, could reduce ceteris paribus
their services for the companies involved (see H2d).

5.4 Questions on Reduction of Alternative Options or
Categories

In the four following tables (Tables 11–14) we synthesize the results by Country
group and by category with reference to the questions included in the area of
innovation (Group C) that do not directly entail an increase or decrease of corporate
disclosure, unlike the previous question groups.

Group C1 questions concern the changes proposed in order to reduce the number
of alternative options or categories provided for in the current rules, with particular
reference to the decrease in the number of company categories (Q9), the develop-
ment of one XBRL taxonomy at the European Union level (Q21), and the reduction
of the number of available balance sheet and profit and loss account layouts (Q23).

As regards Country groups (Table 11), the data provides evidence of clear support
by Latin respondents (favorable at 70%), with a significant difference (at 0.01 level)
over the average ratio (equal to only 45%) of favorable opinions among the other
Country areas. Such findings confirm our hypothesis (see H1c), as the Latin area is
oriented towards more prescriptive measures with a stronger role of civil code and
formal rules.

Table 10 Group B2 questions (elimination of information requirements)—results by category

Q11–Q17–Q27 Preparers Users Accountants and auditors Public authorities Total

Yes 33 5 33 22 93

No 31 25 66 38 160

Total 64 30 99 60 253

% yes 52 17 33 37 37

Table 11 Group C1 questions (reduction of alternative options or categories)—results by Country
group

Q9–Q21–Q23 German-speaking Latin Anglo-Nordic European Union Total

Yes 20 53 28 11 112

No 36 23 25 10 94

Total 56 76 53 21 206

% yes 36 70 53 52 54
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Table 12 provides the results concerning the four categories of respondents,
revealing that only users show a prevalence of negative answers (52%).

These findings could be interpreted as a presumable user preference for the
keeping of already known schema, though the difference among respondent catego-
ries is not significant.

5.5 Questions on Amendment of Directive Format

Group C2 questions consider the proposals of amendment of the directive formats,
concerning the concentration of basic principles in one dedicated section (Q1), the
modernization and the simplification in the area valuation rules (Q32), the integra-
tion of the Seventh Directive into the Fourth directive (Q34), the need for amend-
ments or modernization of the Seventh Directive (Q35) and the need to streamline
the terminology of the Directives (Q36).

Table 13 reports on a wide consensus (83%) across Country groups.
In particular, nearly all the Anglo-Nordic respondents (79 yes out of a total of

85 responses) are favorable and this percentage (equal to 93%) is significantly
different (at 0.01 level, always by applying the chi square statistic) from the average
ratio (79%) corresponding to all the other Country groups. These proposals could
actually lead to a stronger role of the principles and to a greater transparency that
distinguish the Anglo-Nordic accounting tradition (see H1a).

Difference based on category respondents (Table 14) is significant too (at 0.05
level), if we consider the lower support by users (69%) compared to the other
categories, for which we remark an average ratio of favorable opinions equal to 83%.

It could be argued that users are less inclined to modify well known formats,
worrying that they would have to incur additional burdens in order to assimilate new
schema and rules.

Table 12 Group C1 questions (reduction of alternative options or categories)—results by category

Q9–Q21–Q23 Preparers Users Accountants and auditors Public authorities Total

Yes 32 11 43 26 112

No 22 12 41 19 94

Total 54 23 84 45 206

% yes 59 48 51 58 54

Table 13 Group C2 questions (amendment of directive format)—results by Country group

Q1–Q32–Q34–Q35–
Q36

German-
speaking Latin

Anglo-
Nordic

European
Union Total

Yes 72 105 79 34 290

No 32 16 6 7 61

Total 104 121 85 41 351

% yes 69 87 93 83 83
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5.6 Questions on Degree of Satisfaction for Current Rule

Finally, the last two tables (Tables 15 and 16) refer to the Group C3 questions,
concerning the degree of satisfaction for current rules, more precisely with regard to
the appropriateness of current rules for small, medium and large companies (Q4), the
agreement on current criteria for company categories (Q7), and the agreement on
current thresholds for company categories (Q8).

We report a clear prevalence of favorable opinions (66%), without registering any
significant difference across both Country groups (Table 15) and category (Table 16)
respondents.

Table 14 Group C2 questions (amendment of directive format)—results by category

Q1–Q32–Q34–Q35–
Q36 Preparers Users

Accountants and
auditors

Public
authorities Total

Yes 74 24 119 73 290

No 13 11 26 11 61

Total 87 35 145 84 351

% yes 85 69 82 87 83

Table 16 Group C3 questions (degree of satisfaction for current rules)—results by category

Q4–Q7–Q8 Preparers Users Accountants and auditors Public authorities Total

Yes 35 18 62 41 156

No 26 9 29 17 81

Total 61 27 91 58 237

% yes 57 67 68 71 66

Table 15 Group C3 questions (degree of satisfaction for current rules)—results by Country group

Q4–Q7–Q8 German-speaking Latin Anglo-Nordic European Union Total

Yes 46 55 38 17 156

No 29 28 16 8 81

Total 75 83 54 25 237

% yes 61 66 70 68 66
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6 The Review of the Accounting Directives: The Following
Phases

6.1 The European Commission Proposal

As already noted in Sect. 2, the responses to the Questionnaire are commented on by
the European Commission in its Summary Report (European Commission 2009b).
However, the Report does not specify results based on Country Group
reclassification. The classification detailed by single Country is included only in
the annexes, even though it is not commented on in the Summary Report. The
annexes also report the data based on the distinction between lobbyist and EU wide
organizations, a classification not relevant for our purposes. The classification using
the categories of respondents (preparers, users, public authorities, accountants and
auditors, others) is included only in the annexes too, while in the Summary Report
only partial comments for some questions can be found.

In any case, the European Commission finds considerable support by the majority
of respondents for the concentration of basic principles in one dedicated section
(Q1), the creation of a bottom-up approach (Q3), the requirement of cash-based
information (Q12) and minimum layout of the cash-flow statement (Q13), the
development of one XBRL taxonomy at the EU level (Q21), the reduction of the
number of available balance sheet and profit and loss account layouts (Q23), the
provision of only a minimum structure for the balance sheet and the profit and loss
account (Q24), the modernization and simplification in the area valuation rules
(Q32), the integration of the Seventh Directive into the Fourth directive (Q34), the
need for amendments or modernization of the Seventh Directive (Q35) and the need
to streamline the terminology of the Directives (Q36).

Concerning the other issues, the European Commission registers mainly opinions
opposed to the reduction of the number of company categories (Q9), the removal of
prescriptive formats for the balance sheet and the profit and loss account (Q22), the
elimination of the requirement for annual reports for medium companies (Q11) and
the exemption for small companies from the requirement to publish accounts (Q17).
Finally, controversial results emerge as regards the introduction of the option for
small companies to prepare only abridged accounts (Q18) and the elimination of the
separate line items for extraordinary effects (Q27).

In the light of the above-described results, it is interesting to compare the answers
received by the European Commission to the consequent proposal for a new
Accounting Directive presented in 2011 by the same Commission (European Com-
mission 2011a), in order to test whether and to what extent the needs emerging from
the public consultations have been taken into account.

This proposal is accompanied by separate documents concerning the impact
assessment of a number of review policy options (European Commission 2011b,
c). Having compared five broad policy options—from the baseline scenario
(no change) to the repeal of the Directives—the preferred one is a revision through
a new Directive replacing the existing Fourth and Seventh Directives (European
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Commission 2011c). The Commission justifies this choice as the most reasonable
option to achieve the objectives of the Review, having regard to the necessity and
proportionality of EU legislation, the timeline and its acceptability to stakeholders
(European Commission 2011b).

Then the Commission examines the impact assessment of a subset of options for
the revision of the Directives within the context of the preferred broad approach
(European Commission 2011b, p. 3). In particular, reducing information given in
notes by small companies and maximizing harmonization across the European
Union are considered the best options to ensure that the Review objectives are met
with potential high acceptability (European Commission 2011c).

However, it seems that the number of amendments included in the proposal is
limited compared to the demand for several changes shared by a large majority of
respondents, mainly as regards simplification and reduction of administrative bur-
dens. Indeed, considering all the closed questions raised by the European Commis-
sion, the accepted requests of change only concern the concentration of basic
principles in one dedicated section (Q1), the reduction of the number of available
layouts (Q23), the elimination of the separate line items for extraordinary effects
(Q27), although introducing a new requirement to disclose them separately within
the profit and loss accounts with an explanatory note, and the amendments regarding
the creation of one Accounting Directive (Q34 and Q35).

We observe that the creation of a bottom-up approach (Q3) is partially accepted,
only with reference to notes to the financial statements. As a consequence, small
undertakings will have a more limited disclosure regime, when compared to current
Directives, even though new requirements to disclose post-balance sheet events and
related party transactions in the notes are introduced for all companies.

There is only a limited acceptance for the proposal of simplification of valuation
rules (Q32). In particular, a general principle of materiality is introduced, so recog-
nition, measurement, presentation and disclosure in financial statements should be
subject to materiality constraints. However, in our opinion, this new principle could
lead to additional problems in terms of comparability, since quantitative thresholds
are not fixed and determining materiality will remain a company’s primary respon-
sibility. A requirement to show the economic reality of a transaction in the financial
statements, and not just its legal form, is also introduced as a general principle as
well. LIFO valuation method is not permitted for stocks and fungibles, and national
options allowing replacement cost accounting and inflation methods have been
removed.

The shared proposal to streamline the terminology of the Directives (Q36) has
turned into a replacement of only three terms (“company” with “undertaking”,
“accounts” with “financial statements” and “annual report” with “management
report”). As concerns the closed questions with proposed changes (Groups A, B1,
B2, C1 and C2), Table 17 compares respondents’ orientation with the European
Commission proposal.

Having regard to the European Commission Questionnaire structure and to the
classification of the issues proposed in our analysis, we can synthesize some points
as follows:
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Table 17 Closed questions with proposed changes—respondents’ orientation and European Com-
mission proposal

Topic
Question
No.

Group
(see
Table 1) Respondents’ orientation

European
Commission
proposal

Agreement on requiring
cash-based information

12 A All favorable to the pro-
posed changes

Change not
accepted

Agreement on requiring a
minimum layout of the
cash-flow statement

13 Change not
accepted

Creation of a bottom-up
approach

3 B1 Mixed: Latin and users
strongly contrary while
Anglo-Nordic and preparers
more favorable to the pro-
posed changes

Change par-
tially
accepted

Agreement on option for
small companies to pre-
pare only abridged
accounts

18 Change not
accepted

Agreement on keeping
prescriptive formats for
the balance sheet and the
p&l account

22 Change not
accepted

Agreement on providing
for only a minimum
structure for balance sheet
and p&l account

24 Change not
accepted

Agreement on eliminating
the requirement for
annual reports for
medium companies

11 B2 Mixed: Latin and users
strongly contrary while
German-speaking and pre-
parers more favorable to the
proposed changes

Change not
accepted

Agreement on exempting
small companies from the
requirement to publish
accounts

17 Change not
accepted

Agreement on removing
the separate line items for
extraordinary effects

27 Change
accepted

Approval of a reduction
of the number of company
categories

9 C1 Mixed: German-speaking
and users contrary while
Latin and preparers more
favorable to the proposed
changes

Change not
accepted

Agreement on developing
one XBRL taxonomy at
the EU level

21 Change not
accepted

Agreement on reducing
the number of available
layouts

23 Change
accepted

Concentration of basic
principles in one dedi-
cated section

1 C2 All favorable to the pro-
posed changes

Change
accepted

(continued)
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– the proposals included in Group A (‘information strengthening’) questions,
despite wide support by the majority of respondents, have not been accepted;

– in front of significantly different results across respondent classes, the proposals
considered in Group B1 (‘broader information freedom’) questions have not been
adopted either, if we exclude only a partial introduction of the bottom-up
approach (Q3), so supporting the opinion of Latin respondents and users, strongly
opposed to those changes;

– also the Group B2 (‘elimination of information requirements’) proposals, distin-
guished by the prevalence of favorable answers by preparers, on the one hand,
and by the strong opposition of users on the other have not been allowed, except
the partial change concerning the disclosure of the extraordinary effects (Q27);

– with reference to Group C1 (‘reduction of alternative options or categories’), only
the proposal of a reduction of the number of available balance sheet and profit and
loss account layouts has been accepted (Q23), in line with the clear prevalence of
negative answers coming only from German respondents and users;

– as regards Group C2 (‘amendment of directive format’), the majority of the
proposals of change, in particular those included in the macro-topic ‘Creating
One Accounting Directive’ (Q34, Q35 and Q36), have been adopted, according
to the wide consensus among all the respondent classes.

In summary, it seems that several needs emerging from the public consultation
have not been adequately considered by the Commission. In spite of large support by
respondents, the new Accounting Directive has adopted proposals only with refer-
ence to some issues (included in Group C2 questions), but not as regards other
shared suggestions (included in Group A questions). Moreover, in front of strong
and significant differences among respondent classes (in particular, see Group B1
and B2 questions), we remark that the European Commission decisions in fact have

Table 17 (continued)

Topic
Question
No.

Group
(see
Table 1) Respondents’ orientation

European
Commission
proposal

Agreement on potential
for modernization and
simplification in the area
valuation rules

32 Change par-
tially
accepted

Agreement on integrating
the 7th Directive into the
4th Directive

34 Change
accepted

Agreement with the need
for amendments or mod-
ernization of the 7th
Directive

35 Change
accepted

Agreement with the need
to streamline the termi-
nology of the Directives

36 Change par-
tially
accepted
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promoted users’ positions, so supporting the ‘user primacy’ traditional principle
(Gaa 1986).

Importantly, the European Summary Report specifies that the results of the public
consultation do not commit the Commission to future action (European Commission
2009b), thereby raising doubts about the significance and the effective role of such
initiatives.

6.2 The Amendments to the European Commission Text
and the Adoption of the New Accounting Directive

To outline a complete picture of the history of the Accounting Directives review, it is
worth considering also subsequent amendments to the Commission proposal moved
by the Council and the European Parliament. During the years 2012 and 2013 the
new Accounting Directive was discussed at numerous meetings by the Council and
its preparatory bodies and at various informal trilogues with the European Parlia-
ment: on April 2013 a conclusive agreement was reached and the final compromise
text was approved (Council of the European Union 2013), though the amendments
directly related to the items considered by the European Commission Questionnaire
are limited.

Finally, in June 2013 the new Accounting Directive 2013/34/EU was adopted by
the European Parliament and the Council of the European Union (European Parlia-
ment and Council 2013). In particular, it was decided:

– to mitigate some effects of the materiality principle. In particular, it is specified
that even if a single item might be considered to be immaterial, immaterial items
of a similar nature might be considered altogether material. In addition, Member
States should be allowed to limit the mandatory application of the principle of
materiality to presentation and disclosure, so excluding recognition, measurement
and consolidation in the financial statements. In any case, the materiality principle
shall not affect any national obligation to keep complete records showing busi-
ness transactions and financial position (European Parliament and Council 2013,
preamble no. 17);

– to reintroduce the possibility for Member States to choose between alternative
layouts for the presentation of the balance sheet (European Parliament and
Council 2013, art. 10 and art. 11);

– to reintroduce the LIFO valuation method, contrary with IAS/IFRS provisions
(European Parliament and Council 2013, art. 12, para. 9);

– to eliminate the requirement to disclose extraordinary effects separately within
the profit and loss accounts, while it is confirmed the introduction in the notes to
the financial statements of the new explanatory note on the amount and nature of
individual items of income or expenditure which are of exceptional size or
incidence (European Parliament and Council 2013, art. 16, para. 1, lett. F);

130 G. D’Alauro



– to exempt small companies from additional mandatory disclosures in the notes,
mainly with reference to post-balance sheet events and related party transactions,
although Member States may require that small undertakings shall disclose such
information as required (European Parliament and Council 2013, art. 16 para.
2 and art. 17);

– to include in the same text a number of exemptions and further simplifications for
micro entities (temporarily considered by the European Commission in a separate
review), containing the exemption from a general publication requirement of
annual accounts (provided that balance sheet information is duly filed, in accor-
dance with national law, with at least one designated competent authority and that
the information is transmitted to the business register, so that a copy should be
obtainable upon application).

As concerns the closed questions with proposed changes, Table 18—which
extends the analysis presented in a previous study (Quagli et al. 2015)—summarizes
the main changes to the European Accounting Directives proposed in the 2011
European Commission draft, the main changes approved by the European Parlia-
ment and the Council in the 2013 final text, and the changes derived from the 2012
European Directive on micro-entities.

7 Conclusion

The significant differences among Countries theorized by the international account-
ing literature (Nobes 1983, 2006) are confirmed by our findings: national accounting
culture and economic features are determinants in affecting groups’ perception of
financial reporting proposed changes (Fontes et al. 2016) and so differentiating
answers on the basis, respectively, of German-speaking, Latin and Anglo-Nordic
respondents. These differences particularly emerge with reference to the strongest
proposals, concerning the elimination of significant disclosure and publication
requirements, supported only by German-speaking respondents. On the other
hand, Anglo-Nordic Countries agree on increasing simplification options and infor-
mation freedom, whilst Latin Countries are more oriented towards a rule-based
approach.

As an element of progress, the findings also confirm our hypotheses founded on
the impact of respondent categories: results show a significant diversity, in the
predicted sense, among preparers, users, accountants and auditors, public authorities.
In particular, our results highlight more appreciation by preparers for a significant
reduction of mandatory disclosure with respect to users and public authorities.

Certainly, there is a confirmation of weak participation of users as noted in other
previous studies concerning the IFRS for SMEs setting process (Paoloni 2006;
Schiebel 2008; Quagli and Paoloni 2012). Nevertheless, according to the classic
‘user primacy’ principle, user perspective seems to be preferred in the process of
accounting directives review.

History of the European Accounting Directives Review: Analysis of the. . . 131



Table 18 Main changes in the European Accounting Directive (EAD) concerning closed questions
with proposed changes

Topic Q

Main changes in the
EAD proposed in the
European Commission
draft of October
25, 2011 (COM[2011]
684)

Main changes in the
EAD approved by the
European Parliament
and the Council
(Directive 2013/34/EU
of June 26, 2013)

Changes in the EAD
derived from the
Directive 2012/6/EU
of May 14, 2012 on
micro-entities

Cash-flow
information

12
13

No change proposed No change approved –

Bottom-up
approach

3 Partial creation of a
bottom-up approach
only with reference to
the notes to the finan-
cial statements, intro-
ducing a more limited
disclosure regime for
firms other than
medium-size and large
ones; however, intro-
duction of new
requirements to dis-
close post-balance
sheet events and
related party transac-
tions for all
undertakings

Partial creation of a
bottom-up approach
only with reference to
the notes to the finan-
cial statements, intro-
ducing a more limited
disclosure regime for
firms other than
medium-size and large
ones; however, intro-
duction of new
requirements to dis-
close post-balance
sheet events and
related party transac-
tions for all undertak-
ings except for small
ones (if not introduced
by Member States)

Changes not derived
from the Directive
2012/6/EU

Abridged
accounts

18 No change proposed Possibility for Mem-
ber States only to
require micro-entities
to draw up only
abridged financial
statements

Changes derived
from the Directive
2012/6/EU

Financial state-
ments formats

22 No change proposed No change approved –

Financial state-
ments structure

24 No change proposed No change approved –

Elements of
annual accounts

11 – Possibility for Mem-
ber States only to
exempt micro-entities
from the obligation to
prepare the notes to the
financial statements
and the management
report, provided that
limited information is
disclosed at the foot of
the balance sheet; pos-
sibility for Member

Changes derived
from the Directive
2012/6/EU

(continued)
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Table 18 (continued)

Topic Q

Main changes in the
EAD proposed in the
European Commission
draft of October
25, 2011 (COM[2011]
684)

Main changes in the
EAD approved by the
European Parliament
and the Council
(Directive 2013/34/EU
of June 26, 2013)

Changes in the EAD
derived from the
Directive 2012/6/EU
of May 14, 2012 on
micro-entities

States to permit micro-
entities to draw up
only an abridged bal-
ance sheet and only an
abridged profit and
loss account

Publication
requirements

17 – Possibility for Mem-
ber States only to
exempt micro-entities
from the obligation to
publish annual finan-
cial statements, pro-
vided that the balance
sheet information
contained therein is
duly filed, in accor-
dance with national
law, with at least one
competent authority
designated by the
Member State
concerned

Changes derived
from the Directive
2012/6/EU

Extraordinary
effects

27 Elimination of the
separate line items for
extraordinary effects,
although introducing a
new requirement to
disclose them sepa-
rately within the profit
and loss accounts with
an explanatory note

Elimination of the
separate line items for
extraordinary effects,
although introducing a
new explanatory note

Changes not derived
from the Directive
2012/6/EU

Company cate-
gories reduction

9 No change proposed No change approved;
on the contrary, crea-
tion of the micro-entity
category

Changes derived
from the Directive
2012/6/EU

XBRL
taxonomy

21 No change proposed No change approved –

Financial state-
ments layouts

23 Reduction of the num-
ber of available bal-
ance sheet layouts
(one instead of two
layouts) and profit and
loss account layouts
(two instead of four
layouts)

Reduction of the num-
ber of available lay-
outs of profit and loss
account (two instead
of four layouts);
reintroduction of two
alternative balance
sheet layouts

Changes not derived
from the Directive
2012/6/EU

(continued)

History of the European Accounting Directives Review: Analysis of the. . . 133



With regard to methodological issues, this research has some limitations. First, it
should be noted that in an open questionnaire—as with reference to any survey that
allows respondents to decide whether to participate—there is a risk of self-selection
bias of the respondents. Second, the number of respondents is not particularly high

Table 18 (continued)

Topic Q

Main changes in the
EAD proposed in the
European Commission
draft of October
25, 2011 (COM[2011]
684)

Main changes in the
EAD approved by the
European Parliament
and the Council
(Directive 2013/34/EU
of June 26, 2013)

Changes in the EAD
derived from the
Directive 2012/6/EU
of May 14, 2012 on
micro-entities

Basic principles 1 Concentration of basic
principles in one dedi-
cated section

Concentration of basic
principles in one dedi-
cated section

Changes not derived
from the Directive
2012/6/EU

Valuation rules 32 Introduction of a gen-
eral principle of mate-
riality, as regards
recognition, measure-
ment, presentation and
disclosure in financial
statements; introduc-
tion of a new require-
ment to show the
economic reality of a
transaction in the
financial statements,
and not just its legal
form; elimination of
LIFO valuation
method; removal of
national options
allowing replacement
cost accounting and
inflation methods

Mitigation of some
effects of the material-
ity principle, e.g. as
concerns the possibil-
ity for Member States
to limit the mandatory
application of the new
principle to presenta-
tion and disclosure in
financial statements;
possibility for Member
States to exempt
undertakings from the
new requirement to
show the economic
reality of a transaction
in the financial state-
ments; reintroduction
of LIFO valuation
method; removal of
national options
allowing replacement
cost accounting and
inflation methods

Changes not derived
from the Directive
2012/6/EU

Structure 34
35

Creation of a single
Accounting Directive
replacing the existing
4th and 7th Directives

Creation of a single
Accounting Directive
replacing the existing
4th and 7th Directives

Changes not derived
from the Directive
2012/6/EU

Terminology 36 Replacement of very
few terms in order to
streamline the termi-
nology of the previous
Directives

Replacement of very
few terms in order to
streamline the termi-
nology of the previous
Directives

Changes not derived
from the Directive
2012/6/EU
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(equal to 107), although the whole number of analyzed answers (equal to 2675) is
significant. Finally, the same weight has been attributed to associations representing
a large number of respondents and single entities, though this is similar to previous
related studies (Quagli and Paoloni 2012; Quagli et al. 2015).

To sum up, in our opinion, the proposal for a new accounting directive, presented
in 2011 by the European Commission, as well as the final text definitively approved
in 2013 by the European Parliament and the Council of the European Union, seems
not to consider adequately important needs emerging from the Questionnaire, so that
such public consultations could appear, in some respects, as a ritual process. In
actual fact, the project to simplify accounting rules and reduce the administrative
burdens, mainly for small enterprises, looks partially unrealized, also considering
that some changes in the European Accounting Directive derive from the Directive
on the annual accounts of the previously created micro-entity category (European
Parliament and Council 2012).

In addition, also looking at the consequent processes for internalizing the
European Accounting Directive in national regulations and the different way each
Member State accepted and transposed it by July 2015 (Di Pietra 2017; Collis et al.
2017; Le Manh 2017; Fülbier et al. 2017), it should be noted that international
comparability of financial statements remains a significant issue, as this Directive
includes several important options (Alexander 2015), emerging from our analysis,
that have continued to allow Member States to adapt it (Collis et al. 2017) in
accordance with persistent national accounting traditions.

References

Alexander, D. (2015). Directive 2013/34/EU, Article 6 – an analysis and some implications. A
research note. Financial Reporting, 1, 5–22.

Beattie, V., Goodacre, A., & Thomson, S. J. (2006). International lease-accounting reform and
economic consequences: The views of U.K. users and preparers. The International Journal of
Accounting, 41(1), 75–103.

Blake, J., Amat, O., Gowthorpe, C., & Pilkington, C. (1998). International accounting harmoniza-
tion – a comparison of Spain, Sweden and Austria. European Business Review, 98(3), 144–150.

Collis, J., Jarvis, R., & Skerratt, L. (2017). The role and current status of IFRS in the completion of
national accounting rules – evidence from the UK. Accounting in Europe, 14(1–2), 235–247.

Council of the European Union. (2013, April 12). Proposal for a Directive of the European
Parliament and of the Council on the annual financial statements, consolidated financial
statements and related reports of certain types of undertakings (Accounting Directive) (First
reading) – approval of the final compromise text [online]. Accessed December 30, 2016, from
http://data.consilium.europa.eu/doc/document/ST-8328-2013-INIT/en/pdf

D’Arcy, A. (2001). Accounting classification and the international harmonisation debate – an
empirical investigation. Accounting, Organizations and Society, 26(4), 327–349.

Di Pietra, R. (2017). The role and current status of IFRS in the completion of national accounting
rules – evidence from Italy. Accounting in Europe, 14(1–2), 121–130.

Di Pietra, R., Evans, L., Chevy, J., Cisi, M., Eierle, B., Jarvis, R., & On Behalf Of The European
Accounting Association’s Financial Reporting Standards Committee. (2008). Comment on the

History of the European Accounting Directives Review: Analysis of the. . . 135

http://data.consilium.europa.eu/doc/document/ST-8328-2013-INIT/en/pdf


IASB’s exposure draft ‘IFRS for Small and Medium-Sized Entities’. Accounting in Europe, 5
(1), 27–47.

Doupnik, T. S., & Salter, S. B. (1993). An empirical test of a judgemental international classifica-
tion of financial reporting practices. Journal of International Business Studies, 24(1), 41–60.

Doupnik, T. S., & Salter, S. B. (1995). External environment, culture, and accounting practice: A
preliminary test of a general model of international accounting development. The International
Journal of Accounting, 30(3), 189–207.

Emenyonu, E. N., & Gray, S. J. (1996). International accounting harmonization and the major
developed stock market countries: An empirical study. The International Journal of Accounting,
31(3), 269–279.

European Commission. (2009a). Responses received to the Working Document of the Commission
Services (DG Internal Market). Consultation paper on review of the Accounting Directives
[online]. Accessed December 30, 2016, from https://circabc.europa.eu/faces/jsp/extension/wai/
navigation/container.jsp

European Commission. (2009b). Summary report of the responses received to the Working
Document of the Commission Services (DG Internal Market). Consultation paper on review
of the Accounting Directives [online]. Accessed December 30, 2016, from http://ec.europa.eu/
internal_market/accounting/docs/200910_accounting_review_consultation_report_en.pdf

European Commission. (2011a). Proposal for a Directive of the European Parliament and of the
Council on the annual financial statements, consolidated financial statements and related
reports of certain types of undertakings. [COM/2011/0684 final – 2011/0308 (COD)] [online].
Accessed December 30, 2016, from http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?
uri¼CELEX:52011PC0684&from¼en

European Commission. (2011b). Executive summary of the impact assessment (Part I), accompa-
nying the documents: Proposal for a Directive of the European Parliament and of the Council
on the annual financial statements, consolidated financial statements and related reports of
certain types of undertakings. Commission Staff Working Paper [online]. Accessed December
30, 2016, from http://ec.europa.eu/internal_market/accounting/docs/sme_accounting/review_
directives/SEC_2011_1290_1_en.pdf

European Commission. (2011c). Impact assessment (Part I), accompanying the documents: Pro-
posal for a Directive of the European Parliament and of the Council on the annual financial
statements, consolidated financial statements and related reports of certain types of undertak-
ings. Commission Staff Working Paper [online]. Accessed December 30, 2016, from http://ec.
europa.eu/internal_market/accounting/docs/sme_accounting/review_directives/SEC_2011_
1289_1_en.pdf

European Parliament. (2010, March 8). Debates: CRE 08/03/2010 – 19. Annual accounts of certain
types of companies as regards micro-entities, Strasbourg [online]. Accessed December
30, 2016, from http://www.europarl.europa.eu/sides/getDoc.do?type¼CRE&
reference¼20100308&secondRef¼ITEM-19&language¼EN&ring¼A7-2010-0011

European Parliament and Council. (2012, March 21). Directive 2012/6/EU of the European
Parliament and of the Council of 14 March 2012 amending Council Directive 78/660/EEC
on the annual accounts of certain types of companies as regards micro-entities. Official Journal
of The European Union, L 81 [online]. Accessed December 30, 2016, form http://eur-lex.
europa.eu/legal-content/EN/TXT/PDF/?uri¼CELEX:32012L0006&from¼EN

European Parliament and Council. (2013, June 29). Directive 2013/34/EU of the European Par-
liament and of the Council of 26 June 2013 on the Annual Financial Statements, consolidated
financial statements and related reports of certain types of undertakings, amending Directive
2006/43/EC of the European Parliament and of the Council and repealing Council Directives
78/660/EEC and 83/349/EEC. Official Journal of The European Union, L 182 [online].
Accessed December 30, 2016, from http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?
uri¼CELEX:32013L0034&from¼EN

Fontes, A., Rodrigues, L. L., & Craig, R. (2016). A theoretical model of stakeholder perceptions of
a new financial reporting system. Accounting Forum, 40(4), 300–315.

136 G. D’Alauro

https://circabc.europa.eu/faces/jsp/extension/wai/navigation/container.jsp
https://circabc.europa.eu/faces/jsp/extension/wai/navigation/container.jsp
http://ec.europa.eu/internal_market/accounting/docs/200910_accounting_review_consultation_report_en.pdf
http://ec.europa.eu/internal_market/accounting/docs/200910_accounting_review_consultation_report_en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri
http://ec.europa.eu/internal_market/accounting/docs/sme_accounting/review_directives/SEC_2011_1290_1_en.pdf
http://ec.europa.eu/internal_market/accounting/docs/sme_accounting/review_directives/SEC_2011_1290_1_en.pdf
http://ec.europa.eu/internal_market/accounting/docs/sme_accounting/review_directives/SEC_2011_1289_1_en.pdf
http://ec.europa.eu/internal_market/accounting/docs/sme_accounting/review_directives/SEC_2011_1289_1_en.pdf
http://ec.europa.eu/internal_market/accounting/docs/sme_accounting/review_directives/SEC_2011_1289_1_en.pdf
http://www.europarl.europa.eu/sides/getDoc.do?type=CRE&reference=20100308&secondRef=ITEM-19&language=EN&ring=A7-2010-0011
http://www.europarl.europa.eu/sides/getDoc.do?type=CRE&reference=20100308&secondRef=ITEM-19&language=EN&ring=A7-2010-0011
http://www.europarl.europa.eu/sides/getDoc.do?type=CRE&reference=20100308&secondRef=ITEM-19&language=EN&ring=A7-2010-0011
http://www.europarl.europa.eu/sides/getDoc.do?type=CRE&reference=20100308&secondRef=ITEM-19&language=EN&ring=A7-2010-0011
http://www.europarl.europa.eu/sides/getDoc.do?type=CRE&reference=20100308&secondRef=ITEM-19&language=EN&ring=A7-2010-0011
http://www.europarl.europa.eu/sides/getDoc.do?type=CRE&reference=20100308&secondRef=ITEM-19&language=EN&ring=A7-2010-0011
http://www.europarl.europa.eu/sides/getDoc.do?type=CRE&reference=20100308&secondRef=ITEM-19&language=EN&ring=A7-2010-0011
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32012L0006&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32012L0006&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32012L0006&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32012L0006&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013


Fülbier, R. U., Pelger, C., Kuntner, E., & Bravidor, M. (2017). The role and current status of IFRS
in the completion of national accounting rules – evidence from Austria and Germany. Account-
ing in Europe, 14(1–2), 13–28.

Gaa, J. C. (1986). User primacy in corporate financial reporting: A social contract approach. The
Accounting Review, 61(3), 435–454.

Gallup Organization. (2007).Observatory of European SMEs Fieldwork: November 2006–January
2007. Flash Eurobarometer N� 196 [online]. Accessed December 30, 2016, from http://ec.
europa.eu/commfrontoffice/publicopinion/flash/fl196_en.pdf

Georgiou, G. (2010). The IASB standard-setting process: Participation and perceptions of financial
statement users. The British Accounting Review, 42(2), 103–118.

Gray, S. J. (1980). The impact of international accounting differences from a security-analysis
perspective: Some European evidence. Journal of Accounting Research, 18(1), 64–76.

Gray, S. J. (1988). Towards a theory of cultural influence on the development of accounting systems
internationally. Abacus, 24(1), 1–15.

Haller, A. (2002). Financial accounting developments in the European Union: Past events and
future prospects. The European Accounting Review, 11(1), 153–190.

Jarrar, N. S., Smith, M., & Dolley, C. (2007). Perceptions of preparers and users to accounting
change: A case study in an Australian university. Managerial Auditing Journal, 22(1), 80–94.

Joos, P., & Lang, M. (1994). The effects of accounting diversity: Evidence from the European
Union. Journal of Accounting Research, 32(Suppl), 141–168.

Kvaal, E., & Nobes, C. W. (2010). International differences in IFRS policy choice: A research note.
Accounting and Business Research, 40(2), 173–187.

Le Manh, A. (2017). The role and current status of IFRS in the completion of national accounting
rules – evidence from France. Accounting in Europe, 14(1–2), 94–101.

Nobes, C. W. (1983). A judgmental international classification of financial reporting practices.
Journal of Business Finance and Accounting, 10(1), 1–19.

Nobes, C. W. (1998). Towards a general model of the reasons for international differences in
financial reporting. Abacus, 34(2), 162–187.

Nobes, C. W. (2006). The survival of international differences under IFRS: Towards a research
agenda. Accounting and Business Research, 36(3), 233–245.

Nobes, C. W. (2011). IFRS practices and the persistence of accounting system classification.
Abacus, 47(3), 267–283.

Ousama, A. A., Fatima, A. H., & Hafiz Majdi, A. R. (2011). Usefulness of intellectual capital
information: Preparers’ and users’ views. Journal of Intellectual Capital, 12(3), 430–445.

Paoloni, P. (2006). Il bilancio delle piccole imprese nella prospettiva internazionale [Small
undertakings’ financial statements: An international perspective]. Turin: Giappichelli.

Quagli, A., & Paoloni, P. (2012). How is the IFRS for SME accepted in the European context? An
analysis of the homogeneity among European Countries, users and preparers in the European
commission questionnaire. Advances in Accounting, 28(1), 147–156.

Quagli, A., Ramassa, P., & D’Alauro, G. (2015). The new European Directive and the balance
between users and preparers. European Journal of Economics, Finance and Administrative
Sciences, 72(February), 55–75.

Roberts, A. (1995). The very idea of classification in international accounting. Accounting, Orga-
nizations and Society, 20(7–8), 639–664.

Schiebel, A. (2008). Is there a solid empirical foundation for the IASB’s draft IFRS for SMEs?
[online]. Accessed December 30, 2016, from http://ssrn.com/abstract¼994684

Sinnett, W., & De Mesa Graziano, C. (2006). What do users of private company financial
statements want? New Jersey: Financial Executives Research Foundation.

Van Hulle, K. (1992). Harmonization of accounting standards. A view from the European Com-
munity. The European Accounting Review, 1(1), 161–172.

Van Hulle, K. (1993). Harmonization of accounting standards in the EC. The European Accounting
Review, 2(2), 387–396.

History of the European Accounting Directives Review: Analysis of the. . . 137

http://ec.europa.eu/commfrontoffice/publicopinion/flash/fl196_en.pdf
http://ec.europa.eu/commfrontoffice/publicopinion/flash/fl196_en.pdf
http://ssrn.com/abstract=994684
http://ssrn.com/abstract=994684


Venuti, M. (2012). The proposal for updating the EU Accounting Directives: The adequacy of the
proposal versus the legislative targets. Financial Reporting, 4, 65–85.

Walton, P. (1997). The true and fair view and the drafting of the Fourth Directive. The European
Accounting Review, 6(4), 721–730.

Walton, P. (2015). IFRS in Europe – an observer’s perspective of the next 10 years. Accounting in
Europe, 12(2), 135–151.

138 G. D’Alauro


	History of the European Accounting Directives Review: Analysis of the Public Consultation Results
	1 Introduction
	2 Structure of the European Commission Questionnaire
	3 Theoretical Background and Research Questions
	4 Sample Selection and Level of Participation by Respondents
	5 Results and Analysis
	5.1 Questions on Information Strengthening
	5.2 Questions on Broader Information Freedom
	5.3 Questions on Elimination of Information Requirements
	5.4 Questions on Reduction of Alternative Options or Categories
	5.5 Questions on Amendment of Directive Format
	5.6 Questions on Degree of Satisfaction for Current Rule

	6 The Review of the Accounting Directives: The Following Phases
	6.1 The European Commission Proposal
	6.2 The Amendments to the European Commission Text and the Adoption of the New Accounting Directive

	7 Conclusion
	References


