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Abstract 

ith the development in Nigerian 

capital market and the 

socioeconomic importance of Small 

and Medium-Sized Enterprises (SMEs), the need 

for accounting standard for SMEs becomes 

imperative as this make access to equity and debt 

financing possible. The purpose of this research is 

to examine the impact of International Financial 

Reporting Standards (IFRS) for SMEs in Nigeria. 

This research critically reviews the development 

and implementation of IFRS for SMEs by providing 

evidence on the compliance of this standard. 

More important, the implementation and 

compliance to IFRS for SMEs will produce high 

quality and transparency in financial information 

made available to users of SMEs financial reports. 

One of the unique factors of this research is the 

inclusion of institutional theory on the adoption 

and implementation of 

IFRS for SMEs. 

Theoretically, the article 

briefly introduces 

institutional 

isomorphism which 

explains the perceived 

costs and benefits 

organisation will derive 

by conforming to social 

norms. The study find 

that since Nigeria 

adopted IFRS for SMEs in 

2014, there have been 

lack of studies by 

academics and SMEs 

experts on the 

compliance to IFRS for 

SMEs. Meanwhile, most 

of the cited studies are 

from developed 

economies; however, the 

few studies from 

W 

 

KEYWORDS: IFRS 

for SMEs; SMEs 

and financing; 

SMEs; institutional 

theory; accounting 

standard 

MPRI-JMSE INTERNATIONAL JOURNAL OF 
MAGAMENET SCI. & ENTREPRENEURSHIP  
VOL. 11 NO.7 JUN-2020 ISSN: 1016-7534 



 

 
 
 
 

 212 

EDITOR-IN-CHIEF 
Prof. Ravinder Rena [South Africa] 

INTERNATIONAL JOURNAL – MSE  
VOL. 11 NO.7 JUN-2020 ISSN: 1016-7534 

MEDITERRANEAN PUBLICATION 
AND RESEARCH INTERNATIONAL 

Nigerian researchers documented positive impact 

of adoption and implementation of IFRS for SMEs 

on capital market development. Based on the 

findings from the review of literature, this 

research calls the attention of regulatory and 

professional bodies to provide training to SMEs 

managers and finance officers. Like any other 

research, this article discusses the limitation and 

provides further 

recommendations for 

future empirical research 

on the compliance and 

implementation of IFRS 

for SMESs in Nigeria. 

 

INTRODUCTION 

he need for a single set of accounting standards evolved as a result 

of the development in global markets and also to eliminate variation 

and promote uniformity in preparation and presentation of financial 

statements, which in turn facilitate easy access to capital and inter-company 

performance measurement (Elliott and Elliott, 2017). There are more than 120 

countries that have so far adopted and mandated International Financial 

Reporting Standards (IFRS) for public interest entities (PIE) (Melville, 2017; Zahid 

and Simga-Mugan, 2019). Meanwhile, the mandatory need for adoption of IFRS by 

PIEs took up in Nigeria in 2012 under the supervision of Financial Reporting Council 

of Nigeria (FRCN) (Ozili & Outa, 2019). IFRS implementation in Nigeria has been 

documented to enhance financial reporting quality, accountability, comparability, 

credibility, and improved capital market transparency (Ofoegbu and Odoemelam, 

2018). Another reason for mandatory accounting standards globally is that the 

measurement and presentation of financial and non-financial information are less 

subjective, that is, to give true and fair view of the financial statements (Elliott and 

Elliott, 2017). However, Elliott and Elliott (2017) state that why industry experts and 

market observers are against accounting standards is because it requires 

consensus-seeking and information overload.  

The IFRS for small and medium-sized enterprises (SMEs) was issued in July, 2009 

by International Accounting Standards Board (IASB). The motive behind IFRS for 

SMEs according to IASB is to provide a condensed standard different from full IFRS 

that meet the financial reporting needs of non-listing entities that “do not have 

public accountability and publish general purpose financial statements for 

external users” (Poole et al., 2019). This simply mean that earnings per share, 

interim financial reporting, segment reporting, and insurance are excluded from 
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IFRS for SMEs because this is applicable to entities that have public accountability 

(Poole et al., 2019).  

Nigeria for example, adopted this standard in 2014 for its SMEs sector. The IFRS 

for SMEs becomes imperative due to the peculiarity and difficulties faced by small 

businesses in reporting their financial and non-financial activities and also the need 

to provide a well-structured standard that is easy to understand by the intended 

users. Full adoption of IFRS by PIEs enhanced financial reporting quality and makes 

access to equity and debt financing possible. Meanwhile, the adoption of IFRS by 

non-public interest entities particularly SMEs is at slow stage due to its complexity, 

onerous and costly (Perera and Chand, 2015). As it is generally agreed that SMEs 

contribute significantly to human and capital development and remain the most 

active sector of many economies in both developed and developing countries 

(Perera and Chand, 2015). The importance of SMEs in developing and transitional 

countries can further be linked to high quality and transparency in financial 

information made available to wider stakeholders, which in turn, attract foreign 

investment and capital inflow (Sellami and Gafsi, 2018). There are findings that due 

to the complexity and voluminous, the adoption of full IFRS by PIEs require 

external auditor to provide opinion on the true and fair of the financial statements 

and has been linked to increase audit cost (Sellami and Gafsi, 2018). More 

important, IFRS for SMEs is projected to eliminate agency conflict and enhance 

good corporate governance if adopted (Sellami and Gafsi, 2018). Poole et al. (2019) 

revealed that entities are not allowed to mix and match the requirement of full 

IFRS with that of IFRS for SMEs if eligible to apply.    

In the case of Nigeria, prior to the adoption of IFRS for SMEs in 2014, the country 

relies solely on its local standards, that is, Statement of Accounting Standards 

(SAS) and the NGAAP (Nigerian Generally Accepted Accounting Practices) for non-

public interest entities. There was no international standard on preparation and 

presentation of financial statements for SMEs; however, the local laws serve as a 

guide for SMEs activities. For this purpose, the adoption of IFRS for SMEs is 

projected to provide access to capital inflow across the globe through harmonised 

and the provision of high quality financial information (Perera and Chand, 2015). 

This is one of the perceived benefits for SMEs sector in Nigeria if the standard is 

fully implemented and applied. Furthermore, this standard will also enhance 

financial statements comparability and global recognition of SMEs (Perera and 

Chand, 2015; Sellami and Gafsi, 2018). The general consensus is that adoption of 

IFRS will provide access to equity and debt financing and improved capital market 



 

 
 
 
 

 214 

EDITOR-IN-CHIEF 
Prof. Ravinder Rena [South Africa] 

INTERNATIONAL JOURNAL – MSE  
VOL. 11 NO.7 JUN-2020 ISSN: 1016-7534 

MEDITERRANEAN PUBLICATION 
AND RESEARCH INTERNATIONAL 

development. Therefore, this will significantly enhance SMEs sectors and the 

country that adopt IFRS for SMEs (Perera and Chand, 2015).   

The IFRS for SMEs is a condensed version of full IFRS, covered around 240 pages, 

it is very concise but provide well-detailed information on financial reporting and 

easily accessible (Benhayoun and Abdellatif, 2017; Obradovic, 2018). Meanwhile, 

IFRS for SMEs objective covers information need for wider stakeholders, while 

that of full IFRS serves to provide information to investors and creditors as 

provider of funds (Obradovic, 2018). It is imperative to note that some accounting 

measures were excluded from IFRS for SMEs such as earnings per share, non-

current asset held for sale and discontinue operation, interim financial reporting, 

segment reporting, and insurance (Benhayoun and Abdellatif, 2017; Obradovic, 

2018). Another difference between the two standards is on goodwill, IFRS for 

SMEs recognises goodwill to be written off regularly, whereas the full IFRS only 

allowed goodwill to be written off if there is impairment (Obradovic, 2018: 222; 

Perera and Chand, 2015). These are some of the identified attributes makes the full 

IFRS to be more rigorous and costly which many stakeholders sees not necessary 

for users of SMEs information (Obradovic, 2018; Perera and Chand, 2015).   

There are reports on the controversies surrounding the adoption of IFRS for SMEs 

(Perera and Chand, 2015). The following studies documented that some countries 

have fully adopted IFRS for SMEs while others have contrary opinion on the 

adoption (Perera and Chand, 2015; Sellami and Gafsi, 2018).  One of the reasons 

put forward by Perera and Chand (2015) is lack of IFRS expertise, while Sellami and 

Gafsi (2018) envisaged costs. Notwithstanding, the benefits associated to the 

adoption of IFRS for SMEs overweighed its costs as it is generally believe that full 

adoption will facilitate foreign investment and access to capital (Obradovic, 2018; 

Perera and Chand, 2015; Sellami and Gafsi, 2018). 

In Africa, the first country to adopt IFRS for SMEs as its national standard is the 

South African Institute of Chartered Accountant (Kenneth and Grazyina, 2013). 

Meanwhile, Rudzani and Manda (2016) document that many South African SMEs 

may be reluctant in adopting and implementing this standard due to lack of 

resources and accounting expertise. While in Zimbabwe, the standard-setting 

body for public accountants formally adopt IFRS for SMEs in 2011 as its second 

reporting framework (Kenneth and Grazyina, 2013). 

The IASB defined SMEs as entities with no public accountability and which do not 

publish general purpose financial statements for wider stakeholders (Perera and 

Chand, 2015 cited in Sellami and Gafsi, 2018). SMEs constitute around 92 per cent 
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of enterprises in Africa (Sellami and Gafsi, 2018). Further, the sector contributes 

70 per cent to gross domestic product (GDP) and accounted for more than 80 per 

cent of employment in Ghana. While in South Africa, between 51 to 57 per cent 

contribution to GDP is from SMEs sector (Sellami and Gafsi, 2018).   

In Nigeria context, after revenue from oil proceeds, SMEs sector serves as another 

revenue mainstream to the economy. This sector provide employment generation 

to the teeming youths, encourages the use of local materials, generate taxes to 

the government, applying innovation in the production and supply of goods and 

enhancing exportation (Oyewo, 2015). While empirical research on IFRS adoption 

in Nigeria has been very famous during the last five year as a result of global 

markets, for easy comparability of financial information and source of external 

funds and investment opportunity to the country. Meanwhile, on the adoption of 

IFRS for SMEs in Nigeria, little is known on the implementation and application of 

this standard due to lack of empirical study in this area. However, there are studies 

that have documented cost, poor governance, technical knowhow, and 

administrative bottleneck as the perceived impairment to the compliance or 

application of this standard by SMEs in Nigeria (Eluyela et al., 2019; Oyewo, 2015). 

The objective of this research is to provide in-depth review of literature on the 

costs and benefits associated to the adoption, implementation and application of 

IFRS for SMEs in Nigeria. This will be in consensus with studies from other 

countries that have adopted this standard for small businesses.  

 

Methodology  

The research method adopted is explanatory approach which is qualitative in 

nature and where extensive review of literature will be carried out to address the 

research objective identified above. The current study will use some search 

engines such as Google Scholar and previous literature published in refereed Peer-

reviewed Journals, Elsevier, Wiley Online Library and Emerald Insights.  

 

Literature review 

The role SMEs plays in the Nigeria economy has been well researched (Eferakeya, 

2014; Osotimehin, Jegede, Akinlabi, and Olajide, 2012).  The needs for proper 

accounting records for SMEs in Nigeria has also attracted a lot of attention from 

research scholars and industry experts (Aladejebi and Oladimeji, 2019; Shehu et al. 

2013). This section will provide in-depth review of literature on SMEs activities and 

the perceived benefits and costs of adopting IFRS for SMEs in Nigeria. Study on 
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IFRS for SMEs in Nigeria still at early stage compare to full IFRS may be due to the 

year of adoption. Even in the advanced countries, there is dearth of empirical 

research on IFRS for SMEs (Albu et al., 2013; Mkasiwa, 2014). Nigeria became the 

second African country to adopt IFRS for SMEs after South Africa. Not like the 

larger companies that have resources in the implementation of full IFRS, the SMEs 

do not have the same resources as the big companies in providing high quality 

financial reporting (Albu et al., 2013). Even with their contributions to the 

economy, many still have limited understanding on the technicality these entities 

face when it comes to accounting records (Albu et al., 2013; Son et al., 2006; 

Francis et al., 2008).  

 

SMEs in Nigeria    

There is no doubt that SMEs sector play significant role in Nigeria economy, mainly 

in employment generation and infrastructural development. To begin with, no 

agreed definition of SMEs; however, Angahar (2012) defined SMEs as the total 

sales volume, production capacity, the number of employee and relative size in 

the industry. Eferakeya (2014) in line with Bank of Industry (BOI) categorized SMEs 

into micro/cottage, small scale and medium enterprises. The author defined 

micro/cottage enterprises as those with capital of not more 1.5 million naira 

including working capital and excluding cost of land with labour of not more than 

10 workers. Meanwhile, small scale are enterprises with capital outflow in excess 

of 1.5 million naira but not more than 50 million naira including working capital but 

excluding cost of land and with labour size of not more than 100. While medium 

enterprises include outflow of over 50 million naira but not more than 200 million 

naira including working capital but excluding cost of land and total labour size of 

not more than 300. SMEs play a significant role in nation’s economy growth and 

nurturing the entrepreneurial ability among the citizens to be self-reliance toward 

contributing to capital development and increasing the labour force.  

The crucial aspect to SMEs development is the availability of technology and 

source of finance which has been for long hindered the growth of small businesses 

activities in Nigeria (Eferakeya, 2014). The country depend mainly on proceeds 

from crude oil and neglect other sectors of the economy that can stimulate 

revenue from oil proceeds, this in turn have led to the closure of industries and 

increase the level of unemployment. Osotimehin et al. (2012) revealed that SMEs 

unlocked idea creativity; enhance robust economic growth and nurturing 

entrepreneurial potentials by making them self-employed.  
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The need for entrepreneurship education that will promote career awareness 

through different skill acquisition is imperative and SMEs as the driving force for 

industrial development needs to be encouraged by providing an enable 

environment and policies that will promote young vibrant youth participation in 

SMEs (Safiriyu and Njogo, 2012). Researchers and various stakeholders have raised 

serious issues concerning the impediment to the successful development of SMEs 

in Nigeria. For example, there have been concern over high rate of corruption and 

lack of technology (Safiriyu and Njogo, 2012), poor economic condition and 

infrastructural inadequacy Ihua (2009), and the need for Nigeria government to 

make policies that will ease the means in which SMEs are financing by both 

commercial and microfinance banks (Zubair, 2014). Oduntan (2014), in a survey of 

government policies and programmes towards promoting SMEs in Nigeria, 

lamented that there is need for government to relax her foreign direct investment 

(FDI) promotion and concentrate in implementing a sustainable policies that will 

revamp our local industries and create enabling environment that will fast track 

SMEs growth in order to create self-reliance.      

From the review of literature, it shows that globalisation and trade openness have 

positively contributed to Nigeria economy. This is one of the benefits for SMEs 

sector in Nigeria by adopting and complying with IFRS for SMEs. Meanwhile, the 

issue of insecurity has also crippled many small businesses in Nigeria. Yahya et al. 

(2015) investigated the impact of SMEs on economic development using 

Damaturu metropolis of Yobe State, Nigeria as the case study. The authors 

concluded that SMEs is an engine room that provide employment opportunities 

and self-reliance among the youths. However, the issue of insecurity in Northern 

part of the country has crippled many business ventures and advise the 

government to look for modalities in solving the menace of insecurity so that small 

businesses can continue to thrive. 

 

SMEs and Financing options in Nigeria 

There is growing literature on financing options available to SMEs in Nigeria. 

Gulani and Usman (2012) documented that there are several financing options 

provided by government in order to promote SMEs in Nigeria. However, getting 

access to these funds has been the major problem hindering SMEs and urge 

government to provide a regulatory framework that will encourage financial 

institutions in participating in local businesses. Cyril (2017) posits that lack of 

finance has hindered the growth of SMEs in Nigeria. This is as a result of financial 
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institutions unwillingness in lending to business owners on long-term basis. From 

review of literature it could be ascertained that SMEs are mostly funded by 

financial institutions, and Yahya (2015) revealed that the following conditions must 

be met by entrepreneurs before they could be granted loans. These are loan 

repayment records, interest rates value of fixed assets and bureaucratic 

procedures. Osmond and Paul (2016) highlighted different financing options for 

SMEs development in Nigeria such as the International Finance Corporation (IFC) 

that has contributed over $400 million for equity loan and financing that will be 

used in promoting SMEs through partner institutions. The institutions are to play 

advisory role in the disbursement and utilisation of the funds for infrastructural 

development. The authors further advises entrepreneurs in selecting appropriate 

financing mix by taking the advantage of stock market, private leasing and 

informal savings that is regulated by government. Most of the microfinance banks 

established for the main purpose of providing start-up capital for SMEs demand 

for collateral and charge high interest rate which has negatively affect and 

discourage youths venturing into SMEs (Gulani and Usman, 2012; Oni et al., 2012).   

There are well-support evidence from the literature review that have linked the 

inability of the youths to engage in micro business as a result of interest rate on 

loan and collateral demanded by microfinance banks (Jamil, 2008; Yahaya and 

Osemene, 2011). Obokoh et al. (2017) revealed that government policy over the 

years has not improve SMEs in Nigeria and that devaluation of Naira that is 

supposed to make locally made goods cheaper has not yielded any positive result 

due to exchange rate fluctuations which has increased SMEs cost of operation. 

Accordingly, Odetayo and Onaolapo (2016) postulated that microfinance banks 

should make a policy that all loans product for SMEs will be more directed at 

financing technology acquisition rather that for trading on goods and services 

alone. The researchers further suggest that microfinance banks can categorize 

their loans policy into high and low interest; that the high loan interest will be 

charged as conventional loans to clients with the sole aim for trading on goods 

and services, while low interest loans will be charged on capital assets or for 

technology acquisition. However, this recommendation may not likely be feasible 

in Nigeria and deter youths that have passion for SMEs because the environment 

not secure enough in doing business and government policy still not address the 

promotion of locally made goods for export. 

 

Institutional Theory and Adoption of IFRS for SMEs 
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Specifically on institutional theory, there are laid down rules organisations must 

conform to in order to enjoy support from their stakeholders for its continua 

surviving. These are social norms that shape the behaviour of an institution via 

principles, rules, policies, regulations, standards etc. The theory explains the 

motive behind countries adopting accounting standard and the perceived 

benefits, that is, countries adopting accounting standards tend to gain legitimacy. 

Legitimacy will give adopting countries the opportunity to have competing access 

to foreign direct investment (FDI) in international capital markets (Aboagye-

Otchere and Agbeibor, 2012). Seyfried et al (2019) revealed that institutional 

theory serves as the most ‘powerful and popular explanatory tool for analysing 

organisational change and behaviour’.   

Theoretically, the common institutional approach used in research is isomorphism. 

Institutional isomorphism explains the similarity between organisational 

structures and the benefit organisation will derive by conforming to social norms 

(Seyfried et al., 2019). IASB encourages countries to adopt IFRS for SMEs because 

of the perceived benefits small businesses will gain from external funding and 

expansion of markets. Sellami and Gafsi (2018) revealed that adoption of IFRS for 

SMEs in developing and transactional countries caused by isomorphism pressure. 

Aboagye-Otchere and Agbeibor (2012) posit that isomorphic pressures on 

countries to adopt international accounting standards do not guarantee 

implementation of the adopted standards at firm level. The authors documented 

weak enforcement and technical challenges as factors that hinder most SMEs 

owners from implementing this standard. Furthermore, their research revealed 

that firms’ willingness in adopting IFRS for SMEs in Ghana is mostly build on cost-

benefits considerations.   

The concept of isomorphism pressures has been identified as coming from three 

main sources that lead to institutional convergence; namely, coercive, mimetic 

and normative (Aboagye-Otchere and Agbeibor, 2012; Seyfried et al., 2019). 

Coercive isomorphism pressure is view from external perspective on how 

organisations’ legal, cultural environment and political influence encourage global 

network of international firms that provide external source of funding critical for 

their long-term survival (Aboagye-Otchere and Agbeibor, 2012; Guler et al., 2002; 

Seyfried et al., 2019). Under coercive isomorphism, organisations are expected to 

comply with existing laws that serves as mechanism to regulate organisational 

structure and procedures (Seyfried et al., 2019). Mimetic isomorphism pressure is 

centred on problem solving under uncertainty. These usually involve an 
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organisation studying every detail, steps or techniques of other organisations that 

have faced peculiar challenges without much reflection (Aboagye-Otchere and 

Agbeibor, 2012; Seyfried et al., 2019). Normative isomorphism according to 

Seyfried et al. (2019) is mostly viewed from the angle of professionalism and 

business legitimacy. That normative isomorphism ‘is predominately associated 

with the organisations’ members, their educational or professional background 

and their interest in promoting professional norms’ (Seyfried et al., 2019, pp.118).   

In addition, Irvine (2008) cited in Aboagye-Otchere and Agbeibor (2012) revealed 

that coercive pressures with regard to the adoption of IFRS for SMEs by countries 

mainly come from external pressure such as World Bank and capital markets; 

mimetic pressures arises from trade partners and multinational firms; and 

normative pressures from the Big 4 accounting firms. Moreover, Aboagye-Otchere 

and Agbeibor (2012) believed that pressures are mostly felt by developing and 

emerging economies with fewer resources and with high interest in the resources 

of developed economies and international organisations. Pressures for SMEs 

sector to adopt this standard may be easy; however, this does not necessarily 

translate to actual compliance by individual firms (Aboagye-Otchere and 

Agbeibor, 2012). 

 

IFRS for SMEs in Nigeria 

Prior to 2014 adoption of IFRS for SMEs in Nigeria, many small businesses fails to 

keep proper accounting records due to lack of basic accounting knowledge and 

the cost effect of hiring an account officer. Aladejebi and Oladimeji (2019) revealed 

that inability of small business owners to keep proper accounting records denied 

them of credit facility from financial institutions. Meanwhile, Shehu et al. (2013) 

described the need for SMEs owners to keep proper accounting records as 

imperative which can be done by engaging the service of professional accountants 

who will assist in keeping proper records and facilitate their ability to secure credit 

facility from banks in order to gain competitive advantage. However, Adeyemi, 

Obah, and Udofiaa (2015) believed that many business owners see no need of 

keeping accounting records and hiring professional accountants as they are not 

bothered by the issue of information asymmetry. Eneh and Anyahara (2016) 

described why small business owner need accounting information as this is used 

by investors, lenders and employees to make decision pertaining current financial 

situation and the growth of the business. The major benefit IFRS for SMEs is to 
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server wider stakeholders as this will make access to finance easy and enhance 

foreign investment attraction to SMEs sector.   

IFRS for SMEs begin to take shape in Nigeria as many industry experts and other 

stakeholders sees the benefits small business will enjoys in adopting and 

complying with the standard. The major concern has been the cost involved in the 

adoption and application of the standard by SMEs owners. Eneh and Anyahara 

(2016) research focuses on the challenges SMEs sector may encounter in adopting 

IFRS for SMEs in Nigeria. They are of the opinion that lack of enlightenment and 

IFRS experts in Nigeria will hinder the adoption of this standard by small 

businesses. The authors provide further insight on the weakness of regulatory 

body in enforcing and monitoring the compliance of the standard in SMEs sector. 

Eneh and Anyahara (2016) believed that this can only be achieved if there is 

collaboration between the regulatory body and professional accountants in 

providing training to small businesses in Nigeria.      

The need for easy access to source of finance is paramount to SMEs growth. Eneh 

and Anyahara (2016) identified poor financial management and lack of booking 

knowledge as the two attributes that for long denied SMEs owners access to loan 

from financial institutions and government agencies. With the adoption and 

application of IFRS for SMEs by small businesses in Nigeria, this will open window 

of opportunities for foreign direct investment which by implication will enhance 

SMEs activities and provide employment opportunity to the teeming youths. 

However, for this to be achievable, Eneh and Anyahara (2016) believed that there 

is need for strict regulatory enforcement from the standard-setter and other 

bodies saddle with the responsibility of monitoring SMEs activities in Nigeria. This 

study examined the comparison between pre and post-adoption of IFRS based 

financial statements of listed SMEs in Nigeria. Eluyela et al. (2019) examined the 

pre and post-adoption of IFRS based financial statements of listed SMEs in Nigeria. 

The study used Return on Capital Employed (ROCE), Return on Equity (ROE), Debt 

to Equity (D/E) and Earnings per Share (EPS) as a proxy for measuring the 

profitability, liquidity and market ratios of SMEs. The study found, among other 

things, that if adopted, the IFRS for SMEs has no significant impact on profitability 

and leverage ratios of listed SMEs, and that the impact of IFRS for SMEs is more 

significant when relate to market ratios. In addition, the authors called the 

attention of regulatory bodies to promote strict compliance to this standard and 

provide enabling environment for training small business owners on the 

importance of IFRS for SMEs in Nigerian economy. 
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Since Nigeria adopted IFRS for SMEs in 2014, a major action taken by FRCN is to 

facilitate the modalities for the adoption and compliance to this standard in SMEs 

sector. One of the major steps taken is to engage every stakeholder on the smooth 

adoption of IFRS for SMEs and in enlighten small business owners on the 

significant impact of this standard to their business growth. Studies on Nigeria 

that relate to preparedness and challenges of adopting IFRS for SMEs are very 

scanty. Oyewo (2015) analysed the preparedness of small business owners in 

adopting IFRS for SMEs in Nigeria. The author concludes that the level of 

preparedness is very slow due to time-frame, cost for adoption and internal 

business processes. Ezeagba (2017) revealed that lack of proper accounting 

records, inadequate manpower, and inability of SMEs owners to file their 

transactions banks hinder their desire to adopt IFRS for SMEs. Further, the author 

advice financial institutions to increase grant to SMEs sector. Meanwhile, Wisdom 

et al. (2018) revealed that the adoption of IFRS for SMEs will enhance financial 

statement comparability and promote Nigeria SMEs sector to compete in global 

markets. 

 

IFRS for SMEs at global level 

The evidence from all that has been reviewed shown that there is a dearth of 

studies on the implementation, costs and benefits of IFRS for SMEs in Nigeria. The 

combination of research findings from Nigeria and the rest of the world will pave 

way for more understanding and robust analysis of the importance for the 

adoption of IFRS for SMEs in Nigeria. The review of literature at global level also 

will help FRCN on the modalities to follow in making sure that SMEs owners 

implement the standard. Albu et al. (2013) research work focuses on the 

implementation process of IFRS for SMEs using semi-structured interviews of 

stakeholders in four emerging economies (the Czech Republic, Hungary, Romania, 

and Turkey), and their research was the first to establish implementation scenarios 

based on one of the institutional approaches adopted. Further, on costs effect 

application of IFRS for SMEs, the authors documented personal training and the 

possible multiplication of reporting systems. Meanwhile, the perceived benefit is 

that at international level, it will enhance financial reporting comparability while 

at national level, it will promote financial reporting quality, and ultimately improve 

the business environment (Perera and Chand, 2015).  

It is instructive to state here that the issues in the adoption of IFRS for SMEs had 

been overshadowed by some legislatives flows. Perera and Chand (2015) revealed 



 

 
 
 
 

 223 

EDITOR-IN-CHIEF 
Prof. Ravinder Rena [South Africa] 

INTERNATIONAL JOURNAL – MSE  
VOL. 11 NO.7 JUN-2020 ISSN: 1016-7534 

MEDITERRANEAN PUBLICATION 
AND RESEARCH INTERNATIONAL 

that there are several conceptual and practical issues in the development and 

implementation of IFRS for SMEs. The authors posit that in Australia, the adoption 

for IFRS for SMEs is perceived to be complex in recognition and measurement 

requirements. Concerning the difficulties in the implementation, Perera and 

Chand (2015) revealed that this is because the capacity limitations of financial 

markets, institutions and standard-setting bodies vary across globe. Jana and Jitka 

(2014) research compare the approaches to financial reporting of non-current 

assets according to the IFRS for SMEs and IAS/IFRS. The study revealed that the 

policies on the measurement and recognition of non-current assets according to 

IFRS for SMEs is entirely different from the one recommended by the full IAS/IFRS. 

Furthermore, the authors found that small business owners were excluded from 

the initial drafting of IFRS for SMEs and in view with this they could not make any 

contribution to the standard. Finally, the authors call for research in training 

accountants and whether the cost of training is significant to business or not.  

At a simple level, Obradovic (2018) believed that the adoption of IFRS for SMEs 

may not suite the equal need of each national environment and that there is still 

no general consensus for all SMEs throughout the globe to adopt the same 

financial reporting standard. Obradovic (2018) studied was conducted in the 

Republic of Serbia (RS) where there is still option for entities to choose between 

the full IFRS and IFRS for SMEs. The author found that entities in RS still prefer full 

IFRS than IFRS for SMEs simply because the adoption of IFRS for SMEs, as well as 

a possible subsequent return to the full IFRSs, may be difficult and generate costs.     

‘The research also shows that non-subsidiaries choose the IFRS for SMEs more 

often than subsidiaries do’. 

Mohamed, Yasseen, and Omarjee (2019) explored the perceptions of South 

African accounting practitioners on the post-implementation of IFRS for SMEs in 

an institutionalised environment. These authors found that this standard has 

improved financial reporting quality of small businesses and called the attention 

of regulatory bodies to change the methods of training practitioners for effective 

service delivery.   

 

Costs and Benefits of Adopting IFRS for SMEs: Evidence across Globe 

The motive behind the development of IFRS for SMEs is to provide a condensed 

standard for small businesses that intend to apply full IFRS but due to the cost of 

implementation and the demand for professional accountants in the translation 

of the standards makes it difficult for them. In Netherlands, Litjens et al. (2014) 
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revealed nonlinear association on preparer perception of costs and benefits of 

voluntary adoption of IFRS for SMEs.  The study found, among other things, more 

support for cost than benefit, however, warned that their findings may not stand 

the test of time as the standard still on the process in many countries.   

In line with institutional theory, SMEs has been projected to bring stream of 

inflows to the economy. Sellami and Gafsi (2018) acknowledged that some 

government do consider adoption of IFRS to bring capital inflow from foreign aid 

and easy access to loans from donor/ lending organisations. This hypothesis 

reflects to the coercive isomorphism theory that is based on the principle that 

country adoption of IFRS for SMEs will enhance capital market development and 

guarantee financial assistance (Judge et al., 2010; Sellami and Gafsi, 2018). 

Furthermore, Sellami and Gafsi (2018) postulated that adoption of IFRS for SMEs 

will enhance financial reporting transparency that make it simple for donors and 

creditors to understand and trust the financial statements which will unlock 

golden opportunities for SMEs development. Though, coercive isomorphism 

usually resulted in the imposition of standards and compliance to government 

regulations that lead to goal ambiguity and often create political uncertainty 

(Sellami and Gafsi, 2018; Seyfried et al., 2019). 

The mimetic isomorphism hypothesis postulates that government will explore the 

developmental success of other countries that have experienced external market 

openness, markets globalisation and increasing competition (Irvine, 2008; Judge 

et al., 2010; Sellami and Gafsi, 2018). Mimetic isomorphism is driven by imitating 

best practices from countries that have made progress in the implementation and 

compliance to IFRS for SMEs for proper accountability in public and private 

sectors. For this reason, Sellami and Gafsi (2018) revealed that adoption of IFRS 

for SMEs will bring foreign direct investment (FDI), strengthen market 

competitiveness and promote institutionalisation.  

Pertaining to normative isomorphism, the questions posed by researchers were 

based on professional standardisation and socialisation through training or 

learning informally. Normative isomorphism requires education and continuous 

training of professionals who are saddled with the responsibility of setting 

accounting standards that are in line with best practices.  In line with this, Sellami 

and Gafsi (2018) revealed that because IFRS for SMEs is a quality standard, the 

demand for training of professionals and deep knowledge in accounting skills is 

imperative. Reference was made particularly to developing countries in regards to 

cost of implementation, limited accounting professionals and inadequate training 
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of personnel to hinder the implementation of this standard (Sellami and Gafsi, 

2018). 

Given limited research on the implementation of IFRS for SMEs in developing 

countries, Damak-Ayadi (2016) explored Tunisian Certified Public Accountants 

(CPA) perceptions about important issues relevant to developing and 

implementing the IFRS for SMEs. The author found that, among other things, IFRS 

for SMEs provide financial information transparency and create better trade 

opportunities. Furthermore, the study revealed high cost of implementation, 

complexity of the standard and loss of standardisation by Tunisian standard 

setting body as the main disadvantages.  Bautista-Mesa et al. (2019) asserted that 

there is lack of users’ representation in development of IFRS for SMEs and advice 

IASB to involve academics in the standardisation of IFRS for SMEs by devising a 

mechanism to gather the preferences of SMEs. Bautista-Mesa et al. (2019) 

furthermore acknowledged that the benefits of adopting and implementing IFRS 

for SMEs in developed countries outweigh its costs. The authors confirmed that 

developing and lees developed countries would face greater challenges in the 

implementation of this single accounting standard.  More important, Haslam 

(2019) confirmed that adoption of IFRS for SMEs will enhance capital market 

development and reduce cost of capital to both potential and existing investors.  

 

Conclusion and recommendations  

With the development in the adoption of IFRS for SMEs, several studies have been 

conducted across continents. Researchers in developed economies reported 

mixed results on the costs and benefits of adopting and implementing IFRS for 

SMEs mostly in developing countries. Some researchers argued that cost of 

implementation and lack of accounting skills could prevent some SMEs in 

complying with the standard. Other scholars claimed that this standard will 

enhance financial reporting transparency and ultimately strengthen market 

competitiveness and promote institutionalisation. More important, this research 

found that nearly all available evidence revealed that adoption and 

implementation of IFRS for SMEs will bring inflow of foreign investments and 

market development. 

This research provides more insight to academics and other stakeholders on the 

development in the adoption and implementation of IFRS for SMEs in Nigeria. 

From the review of literature, this study has shown that there is lack of research 

on IFRS for SMEs in Nigeria and in other developing countries. Moreover, many 
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researchers have underlined cost as the significant challenge of implementing 

single accounting standard in developing and lees developed countries (Bautista-

Mesa et al., 2019), where others identified weaknesses from regulatory bodies and 

government (Eluyela et al. 2019; Eneh and Anyahara, 2016). On the other hand, 

Wisdom et al. (2018) documented positive impact on the adoption of IFRS for 

SMEs will promote Nigeria SMEs sector to compete in global markets. 

This research provides enough evidence to states that there is currently not 

enough empirical research on the adoption and implementation of IFRS for SMEs 

in Nigeria and most of other African countries with the exception of South Africa. 

Thus, this research also provides latest academic findings that offer valuable 

guidance on the costs and benefits of IFRS for SMEs with the inclusion of 

institutional theory. Standard-setting body and other stakeholders should provide 

training to SMEs owners and professional accountants on the implementation and 

application of the standard. Finally, it would be useful if future research could 

explore the implementation of IFRS for SMEs in Nigeria using semi-structured 

interviews.          
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