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Abstract 

This study examines whether financial statement comparability increases between companies 

by implementing IFRS on a national level. Financial statement comparability is achieved 

when companies’ accounting systems, for a given set of economic transactions, produce 

similar financial statements. Previous researchers have found that IFRS contribute to 

increased international comparability, whereas other researchers have found that the 

implementation leads to difficulties on a national level. To measure comparability we modify 

De Franco, Kothari and Verdi’s (2011) model by introducing three new variables: size, 

leverage, and cash flow from operations to total assets. Our sample consists of listed 

companies in Sweden with 3,485 firm-quarter observations from the 2001-2004 period and 

3,783 firm-quarter observations from the 2005-2008 period. We find that financial statement 

comparability within an industry is increased by implementing IFRS in Sweden. This study 

contributes to the literature by suggesting that financial statement comparability increases 

between companies by implementing IFRS on a national level. 
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1. Introduction 

To achieve financial statement comparability on an international level, one can assume that 

comparability must first exist on a national level. The purpose of this study is to examine 

whether financial statement comparability between companies increases by implementing 

International Financial Reporting Standards (IFRS) on a national level.  

 

In 2005, one of the most crucial events in accounting history was the mandatory 

implementation of IFRS for all listed companies in the European Union (Ball, 2006; Benston, 

Bromwich and Wagenhofer, 2006; Daske, Hail, Leuz and Verdi, 2008; Paseková, Müllerová, 

Strouhal and Chyzhevska, 2010). The purpose of IFRS is to achieve international financial 

statement comparability by implementing high quality accounting standards (Ball, 2006; 

IASB, 2010). The primary motivation for implementing the standards is to achieve 

international financial statement comparability (Ball, 2006; IASB, 2010; Paseková, et al., 

2010). Financial statement comparability is achieved when companies’ accounting systems, 

for a given set of economic transactions, produce similar financial statements (Barth, 

Landsman, Lang and Williams, 2012; De Franco, Kothari and Verdi, 2011; Kang, Kim, Lee 

and Lee, 2015; Yip and Young, 2012). The transition from national standards to IFRS has 

resulted in national difficulties due to the complexity of IFRS accounting pronouncements 

(Alexander and Micallef, 2011). Furthermore, the shift has brought difficulties for local 

accountants in linking national legislation to IFRS (Alexander and Micallef, 2011; 

Jonnergård, 2012). These complications raise concerns about the consequences of 

implementing IFRS on a national level. Although international comparability in relation to 

IFRS has been examined by previous researchers to some extent (e.g. Daske, et al, 2008; 

Gray, Linthicum and Street, 2009; Yip and Young, 2012), little is known about the 

development of comparability on a national level. 

 

There are several reasons why a further study of the development of financial statement 

comparability is motivated. First, current research indicates that implementing IFRS does not 

automatically lead to comparable financial statements (Caban-Garcia and He, 2013; Daske et 

al., 2008; Zeff, 2007). Even though the reports are carried out within a country there is no 

guarantee for financial statement comparability. Second, the goal of implementing IFRS is to 

achieve international comparability (Ball, 2006; IASB, 2010), which raises the question 

whether the importance of national comparability is overlooked and neglected. Third, prior 
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studies of comparability on a national basis examine the implications of changing local 

accounting standards to IFRS, by identifying the effects of the transition (e.g. Alexander and 

Micallef, 2011; Haller, Ernstberger and Froschhammer, 2009; Hellman, 2011). These reasons 

combined suggest that there is a gap in the literature regarding financial statement 

comparability on a national level.   

 

Sweden is examined to study the development of financial statement comparability after the 

implementation of IFRS. Before the 1990s, Swedish accounting tradition was predominantly 

conservative accounting (Hellman, 2011; Weetman and Gray, 1991) but during the 1990s 

Swedish accounting regulation changed as it began to comply with IFRS (Hellman, 2011). 

IFRS is more principles-based compared to the Swedish accounting standards before the 

implementation of the full version of IFRS (Hellman, 2011). This raises the question if the 

implementation of these high quality accounting standards leads to increased financial 

statement comparability.  

 

In the next section of this study we summarize previous research on comparability and 

formulate the study’s hypothesis. Then we present the research design and the modified 

model, followed by the empirical result and analysis. In the final section we present our 

conclusions and give recommendations for further research. 

 

2. Literature review and hypothesis  

2.1 The concept comparability 

Comparability of financial statements has a central role in financial reporting systems and is 

frequently advocated (Adams, Weetman and Gray, 1993; Taplin, 2011; Wang, 2014). 

Comparability is a qualitative characteristic of accounting information and enhances the 

usefulness of information (IASB, 2010). The characteristic is a part of the International 

Accounting Standard Board’s (IASB) conceptual framework with the purpose to facilitate the 

understanding of IFRS (IASB, 2010). 

 

Information about a company is more valuable if it can be compared to similar information 

from other companies and to similar information about the same company from another date 

or another period (IASB, 2010). To understand and use comparability for its intended 

purpose, there is a need for formal definitions of comparability (Taplin, 2011). Nevertheless, 
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the literature provides various views of comparability. Krisement (1997) argues that 

comparability of financial accounting information exists if all accessible information is based 

on the same type of facts. Comparability is achieved when events are divided into groups of 

similar transactions, such as assets and liabilities (Krisement, 1997). Furthermore, De Franco 

et al. (2011, p. 899) view comparability as when “two firms have comparable accounting 

systems if, for a given set of economic events, they produce similar financial statements.” 

Even though the perceptions of comparability differ, they are similar and in accordance with 

the perception of comparability by the IASB. 

 

In summary, financial statement comparability enables the understanding of similarities and 

differences among items in the financial statements (De Franco et al., 2011; Paseková et al., 

2010; Taplin, 2011). Even though there are different opinions of financial statement comp-

arability, the literature provides similar perceptions of the concept. In the following section, 

we present different findings of comparability in relation to IFRS. 

 

2.2 The transition from local accounting standards to IFRS 

The purpose of IFRS is to produce a single set of international accounting standards which 

provide comparability and high quality (Ball, 2006; De Franco et al., 2011; IASB, 2010). The 

existing literature on comparability focuses on international comparability, since the goal of 

IFRS is to achieve comparability between companies across borders (e.g. Ball, 2006; Caban-

Garcia and He, 2013; Yip and Young, 2012). However, previous studies of comparability 

show that the results are mixed as to whether comparability is enhanced or reduced by 

implementing IFRS.  

 

Many studies show that the transition from local accounting standards to IFRS increases 

comparability between companies on an international level. Wang (2014) finds that 

international comparability is facilitated by IFRS. This is consistent with Barth et al.’s (2012) 

finding that comparability is higher for non-US companies that report under IFRS in 

comparison to US companies that report under US GAAP. Moreover, Caban-Garcia and He 

(2013), by studying Scandinavian countries, find evidence that comparability between 

countries is higher after implementing IFRS. Increased comparability across borders, in terms 

of foreign mutual fund ownership, is positively associated with the mandatory implementation 

of IFRS in the European Union (DeFond, Hu, Hung and Li, 2011). This is consistent with Yip 
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and Young’s (2012) finding that IFRS makes similar items appear more alike without making 

other items more different in the financial statements. Their results, from studying countries 

in the European Union, suggest that comparability extensively increases after implementing 

IFRS and that comparability tends to be higher within the same industry. De Franco et al. 

(2011) also find that financial statement comparability is higher between companies within 

the same industry, by studying comparability across borders. In general, prior research 

indicates that implementing IFRS increases financial statement comparability between 

companies across borders.  

 

On the other hand, researchers show that adopting IFRS does not automatically lead to 

enhanced comparability (Kaya and Koch, 2015). Gray et al. (2009) find that European and US 

GAAP measures of equity and income do not converge under IFRS and state that standard 

setters of IFRS need to improve the standards in order to converge with US GAAP. Weetman, 

Jones, Adams and Gray (1998) find similar evidence since they discover that comparability is 

reduced when profit is reported under United Kingdom accounting principles in comparison 

to US GAAP. The difference between the two accounting standards may be explained by the 

fact that IFRS is principles-based and that US GAAP is more rules-based (Benston et al., 

2006). Principles-based standards such as IFRS leave room for interpretation of the 

accounting standards, where professional judgment may result in different interpretations and 

explanations for similar events (Benston et al., 2006). Similarly, Jonnergård (2012) highlights 

that there is a potential for different interpretations from accounting professionals when 

introducing new regulatory reforms into a national context. The results show that the 

transition from local accounting standards to IFRS may results in inconsistencies between 

companies’ accounting.  

 

Prior research on comparability between countries suggests that measurements of 

comparability are related to national characteristics (Gray, 1980). For instance, Weetman and 

Gray (1991) emphasize that comparability between companies is linked to the country’s level 

of conservatism. The transition from local accounting standards to IFRS may result in 

different implementations of IFRS between companies in a country if the enforcement of 

IFRS is weak (Hellman, 2011). At the same time, Alexander and Micallef (2011) find that the 

transition from local accounting standards to IFRS in Malta, results in regulatory 

shortcomings and inconsistencies. Adams et al. (1993) find similar evidence since the 

transition from Finnish GAAP to International Accounting Standards results in 
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inconsistencies in the companies’ reconciliation statements. On the contrary, Haller et al. 

(2009) find that the transition from German GAAP to IFRS results in an increase in net 

income and equity, which suggests that implementing IFRS in a country leads to increased 

comparability. Likewise, Kang et al. (2015), by studying South Korea, find that increased 

financial statement comparability leads to improved audit efficiency. 

 

Prior research of comparability provides different results as to whether or not the transition 

from local accounting standards to IFRS results in enhanced comparability. The results 

suggest that implementing IFRS increases financial statement comparability across borders. 

However, researchers indicate that the inconsistencies related to the implementation of IFRS 

are connected to country specific characteristics. In the next section we present different 

models of comparability. 

 

2.3 Comparability models 

There are different models to examine comparability on a national and international level. For 

instance, Gray (1980) establishes an index of conservatism (hereafter IC) in order to study 

international differences in accounting practices. The index is based on profits and evaluates 

the effect of different accounting systems in order to compare countries’ accounting systems 

in terms of conservatism (Gray, 1980). The IC is useful when assessing a country’s transition 

from local accounting standards to a global set of accounting standards (Adams et al., 1993). 

Later on, Weetman and Gray (1991) modify the IC by introducing the partial index of 

conservatism (hereafter PIC) to obtain a more detailed analysis of countries’ accounting 

systems. The PIC measures the relative effect of different individual adjustments within an 

accounting system, by forming a set of partial indices of adjustments. The IC was later 

renamed the index of comparability, since the measurement provides greater focus on relative 

accounting without demanding an interpretation of conservatism (Weetman et al., 1998). 

These measurements have been used to evaluate the degree of comparability between 

countries’ accounting systems when transitioning from local accounting standards to IFRS 

(Gray et al., 2009). Furthermore, these measurements are used to examine the accounting 

effects of transitioning from local accounting standards to IFRS in a country (Haller et al., 

2009; Hellman, 2011).  
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Recent studies use De Franco et al’s (2011) model (hereafter DKV) to measure financial 

statement comparability (Barth et al., 2012; Caban-Garcia and He, 2013; Kang et al., 2015). It 

is claimed that the model functions as a beneficial measurement due to its tractability and 

advantages when conducting financial analysis (Kang et al., 2015). DKV is built on the 

relation between earnings and total return which evaluates similarities of two companies’ 

accounting systems (De Franco et al., 2011). The model is based on the idea that companies 

are comparable if, for a particular set of economic transactions, the companies produce similar 

financial statements (De Franco et al., 2011). It facilities capturing changes in comparability 

due to changes in accounting standards and is also suitable to evaluate whether or not IFRS 

reaches its indented purpose to increase financial statement comparability (De Franco et al., 

2011). The perception of comparability by De Franco et al. (2011) is used to study 

international comparability after implementing IFRS (Yip and Young, 2012). Studies of 

financial statement comparability between countries apply DKV when assessing the transition 

from local accounting standards to IFRS (Bart et al., 2012; Caban-Garcia and He, 2013). 

Based on the direct link between companies’ accounting systems and the financial statements, 

the model has been used in a national context to study comparability in relation to audit 

efficiency (Kang et al., 2015).  

 

Within international comparability, other models based on earnings are used since earnings 

are a vital measure of a summary income statement (Caban-Garcia and He, 2013; De Franco 

et al., 2011; Kang et al., 2015; Wang, 2014). The earnings response coefficient is used to 

investigate whether IFRS leads to increased comparability between companies across borders 

(Wang, 2014). Additionally, the transition from local accounting standards to IFRS in the 

European Union is studied by earnings quality score in order to capture comparability 

between countries (DeFond et al., 2011).  

 

Table 1 summarizes prior literature regarding comparability between companies and across 

borders. The existing literature of comparability provides different models to capture 

international comparability. Particularly, the majority of the studies uses a model based on 

earnings. In the next section we provide the hypothesis of our study. 
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Table 1 

Summary literature review: financial statement comparability 

Authors Measurement of 

comparability  

Region Main result 

 

Gray  

(1980) 

 

IC 

 

Across borders  

 

Firms’ profit-measurement is linked to 

national characteristics 

Adams et al. 

(1993) 

IC  Country specific Inconsistencies in the reconciliation 

statements after adopting International 

Accounting Standards 

 

Weetman & 

Gray (1991) 

 

PIC Across borders The US and Sweden are conservative, 

compared to the Netherlands and the 

UK 

 

Weetman et al.  

(1998) 

 

IC  

 

Across borders  

 

Enhanced disharmony when profit is 

reported under UK accounting 

principles compared to US GAAP 

 

Gray et al.  

(2009) 

IC  Across borders 

 

IFRS and US GAAP are not fully 

converged 

 

Haller et al.  

(2009) 

 

IC & PIC 

 

Country specific 

 

Adopting IFRS increases stockholders’ 

equity and net income  

Hellman  

(2011) 

IC & PIC  

 

Country specific 

 

Weak enforcement of IFRS leads to 

different interpretations of IFRS 

between firms 

 

De Franco et al. 

(2011) 

DKV Across borders Comparability is higher between firms 

in the same industry 

 

Barth et al.  

(2012) 

 

Comparability metrics  

based on DKV  

Across borders  

 

Comparability is higher for  

IFRS firms 

 

Caban-Garcia & 

He (2013) 

 

DKV &  

Land and Lang’s (2002) 

earnings measurement 

Across borders Comparability is higher after the 

adoption of IFRS 

 

Kang et al.  

(2015) 

DKV  Country specific Comparability is negatively correlated 

with audit hours 

 

Yip & Young 

(2012) 

Three proxies, one based 

on DKV  

Across borders Comparability is higher across borders 

and within the same industry after 

adopting IFRS 

 

Wang 

(2014) 

Earnings response  

coefficient 

Across borders Comparability is improved by  

IFRS 

 

DeFond et al.  

(2011) 

Leuz et al.’s (2003)  

earnings quality score 

Across borders Comparability and IFRS are positively 

correlated  
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2.4 Hypothesis 

The purpose of IFRS is to provide high quality accounting standards which result in 

comparable financial statements (Ball, 2006; IASB, 2010). There is evidence from prior 

researchers that the transition from local accounting standards to IFRS increases financial 

statement comparability across borders (e.g. Barth et al., 2012; DeFond et al., 2011; Yip and 

Young, 2012). The evidence provided by researchers that IFRS increases financial statement 

comparability, suggests that comparability has as well increased on a national level. 

Therefore, it can be assumed that IFRS increases financial statement comparability on a 

national level, even though researchers find negative effects of implementing IFRS in a 

country (Alexander and Micaleff, 2011; Haller et al., 2009; Hellman, 2011). This is based on 

the assumption that comparability must first exist on a national level in order to exist on an 

international level. Hence, we formulate the following hypothesis for this study: 

 

H1: Financial statement comparability between companies increases by implementing IFRS 

on a national level. 

 

3. Research design  

The purpose of this study is to examine if financial statement comparability between 

companies increases by implementing IFRS on a national level. Sweden is studied to examine 

the development of financial statement comparability after the implementation of IFRS. 

Therefore, the 2001-2004 period and the 2005-2008 period are studied, which represent the 

time periods before and after the mandatory implementation of IFRS in 2005. Hence, IFRS 

function as a yardstick to examine if financial statement comparability between companies 

increases by implementing IFRS on a national level. 

 

3.1 Modifying DKV 

In this study, financial statement comparability is achieved when companies’ accounting 

systems, for a given set of economic transactions, produce similar financial statements. We 

modify DKV to capture firm-specific factors that may influence the measurement of financial 

statement comparability. The purpose of including additional variables is to capture the 

economic transactions that have an impact on financial statement comparability. 
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DKV is based on earnings and total return, and earnings are used as a proxy for financial 

statements since earnings are a significant measure of a summary income statement.
1
 Further, 

total return is used as a proxy for the net effect of economic transactions of the company’s 

financial statement. DKV is used to study comparability in relation to IFRS (Barth et al., 

2012; Caban-Garcia and He, 2013; Kang et al., 2015), which makes it suitable to use when 

measuring comparability between companies in a country. Prior studies use earnings to 

measure financial statement comparability and include different variables to reduce factors 

that may have an impact on the empirical result (e.g. Caban-Garcia and He, 2013; Dechow, 

Ge and Schrand, 2010; Wang 2014; Wu et al., 2014). Therefore, we modify DKV in order to 

capture firm-specific factors that may have an impact on earnings and introduce company 

size, leverage, and cash flow from operations to total assets. 

 

Previous studies use company size when studying earnings since it is connected to the amount 

of a company’s earnings (Ben-Nasr, Boubakri and Cosset, 2015; Cameran, Campa and 

Pettinicchio, 2014; Dechow et al., 2010; Wu et al., 2014). Company size is used since it is 

positively related to earnings (Dechow et al., 2010), however researchers find inconsistent 

results about the correlation between size and earnings (e.g. Wang, 2014). Leverage is used 

by prior researchers when calculating earnings (Cameran et al., 2014; Daske et al., 2008; 

Dechow et al., 2010; Wang, 2014) and is considered to result from changes in the 

capitalization rate of earnings announcements (Dechow et al., 2010). Moreover, high leverage 

is associated with low earnings (Cameran et al., 2014; Dechow et al., 2010). Additionally, 

previous studies use cash flow from operations to total assets when calculating for earnings in 

relation to comparability (Ben-Nasr et al., 2015; Cameran et al., 2014; Yip and Young, 2012). 

Cash flow from operations to total assets controls for extreme performance since it may 

influence the accruals (Cameran et al., 2014). It also controls for growth opportunities (Ben-

Nasr et al., 2015). The three introduced variables to DKV are together with total return used 

as proxies for the net effect of economic transactions of the company’s financial statement.  

 

To summarize, we introduce three new variables to DKV in order to capture firm-specific 

factors that may have an impact on earnings. Thereby, our modified model may provide a 

more valid result since the introduced variables are found by researchers to be related to 

earnings when studying comparability. In the next section we present our modified model.  

                                                 
1
 We recognize that applying exclusively earnings to identify financial statement comparability is a limitation of 

the analysis. 
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3.2 The research model 

Our model of financial statement comparability is calculated for both the 2001-2004 period 

and the 2005-2008 period by applying 16 quarters of data in each time period. First we 

calculate Eq. 1: 

 

                                                                     (Eq. 1) 

 

Where  

 

           = quarterly net income before extraordinary items divided by market value at the 

beginning of the period of company i in period t; 

     = total return of company i in period t; 

       = natural logarithm of total assets of company i in period t; 

      = total liabilities divided by total assets of company i in period t; 

      = cash flow from operations divided by total assets of company i in period t; 

 

The coefficients                        in Eq. 1 represent the accounting function for comp-

any i. To calculate financial statement comparability between companies, the companies are 

classified into different industries, where one company for each industry is used as a 

benchmark, company j. This means that each individual company (company i) is compared to 

the benchmark of the industry (company j). For example, if an industry consists of 50 

companies, 49 different companies are compared to one company (company j). Similarly, to 

the coefficients in Eq. 1, the accounting function for company j is measured by 

                      . For each industry and for each period of time, company j is deter-

mined by the highest average market value, following previous research which uses market 

value as the benchmark (Dechow et al., 2010). Therefore company j may be different in the 

2001-2004 period and the 2005-2008 period. However, if the company with the highest 

average value does not have complete data for all 16 quarters, the company with the second 

highest average market value is used as the benchmark, company j. To predict company i’s 

and company j’s earnings we use their estimated accounting functions, assuming that the 

companies have the same economic transactions. We calculate:  
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                                                                                     (Eq. 2) 

 

 

                                                                                     (Eq. 3) 

 

In Eq. 2,                represents the predicted earnings of company i given company i’s 

five accounting functions in period t. In Eq. 3,                represents the predicted 

earnings of company i given company j’s accounting functions and company i’s       

                       in period t. The economic transactions are kept constant since we 

apply company i’s return, size, leverage and cash flow from operations to total assets in both 

Eq. 2 and Eq. 3.  

 

The financial statement comparability between two companies is evaluated by the difference 

of the companies’ accounting functions. This means that company i’s and company j’s 

functions are compared. We apply company i’s and company j’s estimated accounting 

functions to predict the companies’ estimated earnings given that the companies have the 

same return, size, leverage and cash flow from operations to total assets. If the companies 

experience the same economic transactions (                              their financial 

statements should be comparable. Particularly, we apply five estimated accounting functions 

for each company by using the same economic transactions for one specific company 

(company i). Financial statement comparability between company i and company j is 

calculated as follows: 

 

             
 

 
                                 

 

       
                             (Eq. 4) 

 

In Eq. 4,             is defined as financial statement comparability between company i and 

j, and is the value of the average absolute difference between the predicted earnings by 

applying company i’s and j’s accounting functions. A value closer to zero indicates higher 

degree of financial statement comparability, since a value closer to zero means that the two 

companies accounting functions are more similar.  
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To summarize, financial statement comparability between two companies is evaluated by 

calculating the difference in predicted earnings between two companies given the same 

economic transactions. We calculate             for each industry and for the 2001-2004 

period and the 2005-2008 period. To measure the degree of financial statement comparability 

between the periods before and after the implementation of IFRS, an average and a median 

value of             are separately calculated for each industry and for both time periods. If 

the values of average and median for             are closer to zero in the 2005-2008 period 

in comparison to the 2001-2004 period then the financial statement comparability between the 

companies within one industry is increased. In other words, if financial statement 

comparability between companies increases from the 2001-2004 period to the 2005-2008 

period, following our hypothesis, we expect that the value in the 2005-2008 period is closer to 

zero than in the 2001-2004 period. In the following section, we present the study’s data 

collection and the extracted variables.   

 

3.3 Data and variables 

Firm level data from companies that have been listed in Sweden from 2001 to 2008 is 

extracted from Datastream. The extracted variables from Datastream are earnings 

(WC01551/MV), total return (RI), size (WC02999), leverage (WC03351/WC02999), cash 

flow from operations divided by total assets (WC05501/APSH), and market value (MV) 

expressed in SEK. 

 

To obtain all companies that have been listed in Sweden during our studied period, we use a 

list which consists of all companies that historically have been listed in Sweden. Collecting 

firm level data from all listed companies in Sweden compared to collecting data from 

NASDAQ OMX Stockholm results in a larger number of observations. Our study differs from 

Caban-Garcia and He (2013) since they collect data from NASDAQ OMX Nordic, which 

provides a smaller sample of observations for Swedish companies.
2
 Additionally, they study 

comparability on an international level by examining Denmark, Finland, Sweden, and 

Norway. 

 

                                                 
2
 The sample consists of 775 firm-quarter observations from the 2001-2004 period and 1,054 firm-quarter 

observations from the 2005-2008 period. 
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3.4 Sample selection procedure 

The companies must fulfill four requirements to be included in the study’s sample. First, the 

companies have to be listed in Sweden during 2001 to 2008. To avoid a biased sample, 

companies are included even when they have not been listed during the whole period.
3
 

Second, the selected companies must have available financial information. As presented in 

section 3.2 our measurement of financial statement comparability uses data for 16 quarters, 

which results in a large loss of observations in our sample. Following previous researchers, to 

maximize coverage, we adjust the required numbers of firm-quarter observations (Caban-

Garcia and He, 2013; Hou, van Dijk and Zhang, 2012). Thereby, we include companies that 

have complete data for a minimum of 10 firm-quarter observations. Third, following previous 

research, financial and investment companies are removed from the sample (e.g. De Franco et 

al., 2011; Kang et al., 2015; Yip and Young, 2012). Fourth, industries with fewer than 10 

companies and companies that cannot be classified into an industry are removed from the 

sample. The motivation for this criterion is that prior researchers require a minimum of 10 

companies within one industry when using DKV (Caban-Garcia and He, 2013). Industries 

with fewer than 10 companies may not provide a representative result. 

 

Table 2 

Sample selection 

Procedure No. of firms No. of firm-qtr  

2001-2004 

No. of firm-qtr 

2005-2008 

Total firms listed during 2001-2008 612   

Less: firms without financial information 121   

Less: financial and investment firms 69   

Less: industries <10 firms 27   

Total sample 395 3,485 3,783 

Note: Financial data is extracted from Datastream. 

 

Table 2 summarizes our sample selection. We find that in total 612 companies are listed in 

Sweden during 2001 to 2008. Some companies are listed in only a part of the 2001-2008 

period; for example, a company that is listed during just one year is included in the sample. 

We then eliminate 121 companies that do not have available financial information. We also 

exclude 69 companies that belong to the financial and investment industry. Additionally, we 

eliminate 27 companies within industries with fewer than 10 companies. Thereafter our 

                                                 
3
 For example, a company may be listed during the 2001-2004 period and not during the 2005-2008 period. 
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sample consists of 395 companies and 3,485 firm-quarter observations from the 2001-2004 

period and 3,783 firm-quarter observations from the 2005-2008 period.
4
 In the following 

section, we present the industry classification of the sample.  

 

3.5 Industry classification 

Previous researchers have found that financial statement comparability is higher within the 

same industry since companies within the same industry tend to be more homogenous (De 

Franco et al., 2011; Kang et al., 2015; Yip and Young, 2012). Therefore, to compare 

homogenous companies we classify the companies into different industries.  

 

Table 3 

Industry classification 

Industry No. of firm-qtr 

2001-2004 

No. of firm-qtr  

2005-2008 

Basic materials 243 233 

Consumer goods 335 372 

Consumer services 396 477 

Healthcare 417 434 

Industrials 1,218 1,403 

Technology 876 864 

Total 3,485 3,783 

Note: The industries are classified in accordance with the Industry Classification Benchmark, Industry Level 2 Sector 

Name (INDM2), extracted from Datastream. 

 

We group the companies into different industries in accordance with the Industry 

Classification Benchmark, Industry Level 2 Sector Name (INDM2) extracted from 

Datastream. Following our criteria (see section 3.4), we exclude the companies in the 

industries; financials, oil and gas, telecommunications, and utilities. After the selection, six 

different industries remain; basic materials, consumer goods, consumer services, healthcare, 

industrials, and technology. The industry classification and the number of firm-quarter 

observations for each period are summarized in Table 3. In the next section we present 

robustness tests which may be linked to our model. 

 

                                                 
4
 Each studied year includes approximately 200 companies. 
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3.6 Robustness tests 

3.6.1 Voluntary adopters of IFRS 

To ensure that our result is not influenced by early adopters of IFRS we conduct a robustness 

test in which we exclude companies that voluntarily adopted IFRS before 2005. We collect 

information from Datastream (WC07536) concerning which accounting standards the 

companies use during the 2001-2004 period. Following previous research, we identify 

companies as voluntary adopters of IFRS if they apply any of these accounting standards: 

IFRS, international standards, international standards and some EEC guidelines, local 

standards with EEC and IASC guidelines, local standards with some IASC guidelines, and 

local standards with OECD and IASC guidelines (Caban-Garcia and He, 2013).  

 

3.6.2 Winsorizing 

If the             result for an industry differs from the other industries, we test for extreme 

values by winsorizing the companies’ data.
5
 Winsorizing the companies’ data provides a more 

accurate result since the average is sensitive to extreme values (Jose and Winkler, 2008; 

Kennedy, Lakonishok and Shaw, 1992). Hence, we obtain the average after winsorizing the 

companies’ data at the 5% and 95% levels, which is in accordance with prior studies of 

earnings (Teoh, Welch and Wong, 1998). This means that the highest and the lowest values 

are adjusted to eliminate extreme values (Jose and Winkler, 2008; Kennedy et al., 1992; Teoh 

et al., 1998). 

 

3.6.3 The original DKV 

To compare our results more thoroughly with prior research, we use the original DKV to 

calculate comparability. Thereby, our additional three variables                         are 

excluded. We use the same sample and the same requirements as when we calculate our 

modified model (see section 3.4). In the following section, we present and analyze the 

empirical results of the estimated regressions. 

 

 

 

 

                                                 
5
 Due to the study’s time limit and the large amount of data in the sample, we do not test for extreme values for 

the whole sample. We acknowledge that this limits the analysis. 



 Högling and Ysberg | 18  

 

4. Empirical results 

4.1 Descriptive statistics of the estimated OLS regressions 

Table 4, Panel A reports descriptive statistics of the estimated OLS regressions of Eq. 1 for 

the 2001-2004 period and the 2005-2008 period. The average estimated coefficient for       

are positive and statistically significant in both periods for each industry.       represents 

total return for each company in each quarterly period. For example, the value is 0.03 units 

for the basic materials industry in the 2001-2004 period. This means that for every one unit 

increases in       ,            increases, on average, by 0.03 units, when holding everything 

else constant. The results for         are consistent with previous researchers’ results that 

there is a positive relation between earnings and total return (Barth et al., 2012; Caban-Garcia 

and He, 2013; De Franco et al., 2011). Furthermore, the standard deviations for        are 

low, which show that the different values for        do not differ significantly from the 

average. Overall, the median results for        show either a value of zero or a negative value. 

The positive average results and the negative median results can be explained by the fact that 

the average values are influenced by extreme values.   

 

Table 4 

Descriptive statistics for the OLS regressions results 

Panel A: Results for the coefficients of the variables 

  2001-2004  2005-2008 

 Average Median Std. n  Average Median Std. n 

            
 Basic materials 

 Consumer goods 

 Consumer services 

 Healthcare 

 Industrials 

 Technology 

 

  

0.03* 

0.02* 

0.05* 

0.16* 

0.09* 

0.17* 

 

-2.23 

-0.01 

0.00 

0.03 

0.00 

0.10 

 

0.09 

0.05 

0.08 

0.11 

0.08 

0.17 

 

243 

335 

396 

417 

1,218 

876 

  

0.01* 

0.03* 

0.00*** 

0.02** 

0.18* 

0.00* 

 

-0.01 

-0.02 

0.00 

0.00 

0.00 

-0.01 

 

 

0.08 

0.04 

0.01 

0.02 

0.18 

0.07 

 

233 

372 

477 

434 

1,403 

864 

       (      
 Basic materials 

 Consumer goods 

 Consumer services 

 Healthcare 

 Industrials 

 Technology 

 

  

1.03* 

3.92* 

0.43* 

-1.49 

1.13* 

0.17* 

 

-0.05 

-0.22 

0.11 

0.00 

0.06 

0.00 

 

0.29 

2.51 

0.94 

1.41 

1.97 

0.64 

 

243 

335 

396 

417 

1,218 

876 

  

0.72 

1.36* 

0.02* 

-0.24 

0.03* 

-0.21 

 

0.04 

0.00 

0.00 

-0.02 

0.00 

0.04 

 

0.37 

0.31 

0.02 

0.17 

0.36 

0.43 

 

233 

372 

477 

434 

1,403 

864 

(continued on next page) 
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Table 4 (continued) 

              
 Basic materials 

 Consumer goods 

 Consumer services 

 Healthcare 

 Industrials 

 Technology 

 

  

-0.02 

-25.83* 

-1.70 

-5.00 

-1.20* 

-0.70* 

 

-0.02 

0.39 

-0.44 

-1.55 

-0.05 

-0.48 

 

0.78 

9.79 

1.51 

3.60 

9.49 

1.87 

 

243 

335 

396 

417 

1,218 

876 

  

3.73 

-0.45* 

0.36 

-3.20* 

-0.63* 

-4.80* 

 

0.08 

0.00 

0.00 

-0.08 

0.00 

-0.16 

 

3.08 

0.85 

0.07 

0.95 

1.59 

1.83 

 

233 

372 

477 

434 

1,403 

864 

            

 Basic materials 

 Consumer goods 

 Consumer services 

 Healthcare 

 Industrials 

 Technology 

 

  

0.36** 

-7.08* 

-0.18** 

1.38* 

0.85* 

0.39 

 

0.36 

0.06 

0.00 

0.41 

0.38 

0.23 

 

0.37 

3.36 

0.43 

1.09 

1.28 

0.43 

 

243 

335 

396 

417 

1,218 

876 

  

1.15* 

2.85 

0.02 

-0.07* 

0.16* 

1.99* 

 

0.28 

0.05 

0.00 

-0.04 

0.00 

0.25 

 

1.65 

0.50 

0.04 

0.16 

0.62 

0.84 

 

233 

372 

477 

434 

1,403 

864 

Panel B: R
2
     

Industry  2001-2004  2005-2008 

  R
2
  R

2
 

Basic materials 

Consumer goods 

Consumer services 

Healthcare 

Industrials 

Technology 

 0.93 

0.82 

0.80 

0.77 

0.85 

0.75 

 0.86 

0.76 

0.81 

0.88 

0.81 

0.82 

Table 4 reports descriptive statistics for the coefficients, Eq. 1: 

 

                                                                                                                                  (Eq. 1) 

 

           is quarterly net income before extraordinary items divided by market value at the beginning of the period of 

company i in period t;       is total return of company i in period t;        is the natural logarithm of total assets of company 

i in period t;       is total liabilities divided by total assets of company i in period t;       is cash flow from operations 

divided by total assets of company i in period t. The regressions are estimated for each firm-quarter applying 10-16 quarters of 

data for the 2001-2004 period and the 2005-2008 period. Panel A presents descriptive statistics for the coefficients. Panel B 

presents the R2 value for the coefficients. *, **, *** statistically significant at the 1%, 5%, and 10% level. 

 

The results of the average and median for the coefficient       , show that there is a variation 

in signs of the coefficient between the industries and periods.        is the natural logarithm 

of a company’s total assets for each quarter. Notably, the signs are negative for the average 

values in healthcare in the 2001-2004 period and in healthcare and technology in the 2005-

2008 period. The variations in signs are consistent with prior studies of earnings in relation to 

size, and in similarity to prior researchers we make no predictions regarding the signs of the 

coefficient (e.g. Wang, 2014). A possible explanation for the variations in signs is that there 

are industrial differences. However, the signs are positive for most of the industries, which 

suggests a positive relation between earnings and size. The variable is statistically significant 

in all industries except healthcare in the first period. This differs from the second period 
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where the coefficient is insignificant in basic materials, healthcare, and technology. Moreover, 

the standard deviations for        are low but higher than the standard deviations for      . 

An explanation for the higher standard deviations could be that the average values are higher 

for        in comparison to      . 

 

Overall, the estimated coefficient for       are negative for all industries in both periods. 

Leverage is the companies’ total liabilities divided by total assets in a specific period. The 

negative signs for       suggest that leverage influences earnings negatively. This is 

explained by that an increase in leverage tends to have a negative impact on earnings 

(Dechow et al., 2014). The result for basic materials in the 2001-2004 period shows that when 

      increases by one unit,            decreases, on average, by 0.02 units when holding 

everything else constant.  However, the positive and zero results for the average and median 

values indicate that       influences            positively or indicate that the coefficient has 

no impact on            . However, the positive values are not statistically significant, in 

comparison to the negative values that are in most cases statistically significant at the 1% 

level. Further, the standard deviations for the coefficient       are relatively high in the 2001-

2004 period for the industries consumer goods and industrials, in comparison to the standard 

deviations in the 2005-2008 period. The high standard deviations in the first period may be 

reflected by the high average values. 

 

In general, the estimated coefficient for       shows a positive relation between earnings and 

cash flow from operations to total assets, which support Cameran et al.’s (2014) findings. The 

coefficient is statistically significant in a majority of the industries for both time periods. In all 

industries, except technology, the median value of       moves closer to zero in the second 

period, which indicates that the coefficient has a lower impact on            in the 2005-

2008 period. The results for the coefficient show that there are more negative values for the 

average values in comparison to the median values. This indicates that the average values for 

some of the industries are influenced by extreme values. The variance in signs when studying 

      in relation to earnings is in accordance with previous research (e.g. Cameran et al., 

2014). Furthermore, the standard deviations are relatively low in both periods.  

 

Table 4, Panel B shows the average coefficient of determination, R
2
, for both time periods. R

2
 

explains how much of the systematic variation in the variable            that is explained by 
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the variance in the variables                             . The R
2
 values are high in all 

industries which suggest that earnings are explained by our variables. For example, the value 

for basic materials in the first period is 0.93 units, which indicates that 93% of the variation is 

explained by the coefficients.  

 

By introducing new variables that are related to our comparability model, we test for 

multicollinearity among the variables in the model to determine if the variables are strongly 

correlated.
6
 Multicollinearity means that the independent variables are strongly correlated to 

each other, which makes it difficult to distinguish the effects of each individual variable 

(Saunders, Lewis and Thornhill, 2012). The results for the correlation matrix and Variance 

Inflation Factor (VIF) values show that there is a weak correlation between the variables 

                             (see Appendix 1). In the next section we present and 

analyze the results for financial statement comparability between the 2001-2004 period and 

the 2005-2008 period.   

 

4.2 Financial statement comparability pre-IFRS and post-IFRS 

Table 5 presents descriptive statistics for             for both periods, which is used to 

analyze financial statement comparability.  

 

The average and median results show that financial statement comparability between the time 

periods has increased after implementing IFRS in all industries, except basic materials. The 

difference between the average values has decreased between the time periods, since the 

values are more distributed towards zero. For example, in technology the difference of the 

average values has decreased from 0.337 units in the 2001-2004 period to 0.040 units in the 

2005-2008 period. This suggests that the difference of the average             is reduced in 

the technology industry after the implementation of IFRS.  

 

To test our null hypothesis, which states that there is no difference of financial statement 

comparability between the 2001-2004 period and the 2005-2008 period, we conduct 

independent sample t-tests. We reject the null hypothesis at the statistically significant levels 

of 1% and 5% for the consumer services, healthcare, industrials, and technology industries. 

                                                 
6
 The multicollinearity tests are based on panel data for the whole sample for each industry in the 2001-2004 

period and in the 2005-2008 period. 
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Table 5 

Results for             

Industry  2001-2004  2005-2008 

             Average Median n  Average Median N 

Basic materials  0.037 

(-1.219) 

0.036 15  0.054 0.053 14 

Consumer goods  0.118 

(0.652) 

0.115 20  0.108 0.115 23 

Consumer services  0.027* 

(4.814) 

0.022 24  0.005 0.004 33 

Healthcare  0.072** 

(1.811) 

0.048 26  0.040 0.034 27 

Industrials  0.502* 

(6.781) 

0.532 77  0.103 0.085 91 

Technology  0.337* 

(18.154) 

 

0.326 55  0.040 0.030 56 

Table 5 presents descriptive statistics for Eq. 4: 

 

             
 

 
                                 

 

       
                                                                             (Eq. 4) 

            is the measurement of financial statement comparability. If the difference between the values in the 2001-

2004 period and the 2005-2008 period is decreased shows that the implementation of IFRS increases financial statement 

comparability. Independent sample t-tests are presented within the parenthesis. *, ** statistically significant at the 1% and 

5% level. The null hypothesis (H0) assumes that there is no difference of financial statement comparability between the 

periods of time: 

 

H0:                                           

 

This suggests that IFRS leads to increased financial statement comparability which is 

consistent with the results of            . The F-tests also reject the null hypothesis at the 

statistically significant level of 1%, for the consumer services, healthcare, industrials, and 

technology industries (see Appendix 2), where the null hypothesis assumes that the variance 

of the two periods is equal within an industry. The results of the F-values for all industries 

suggest that our data fits the model. The results from both the t-test and F-test indicate that 

financial statement comparability between companies is increased by implementing IFRS. 

 

The result of whether or not IFRS leads to increased financial statement comparability varies 

between industries. The null hypothesis cannot be rejected for the basic material and 

consumer goods industries but are rejected for the other industries. Notably, the result for 

consumer goods is inconsistent since the average             value shows that implement-

ing IFRS increases comparability, whereas the t-test indicates that comparability is equal in 

both periods since the result fails to reject the null hypothesis. A possible explanation is that 
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the average             may not be representative, since the median values are equal (0.115 

units) in both time periods. This suggests that IFRS does not lead to increased financial 

statement comparability in the consumer goods industry. Another explanation for the different 

results is that the sample size is smaller for basic materials and consumer goods in 

comparison with the other industries. Thereby the sample size may influence the result, since 

we cannot distinguish increased financial statement comparability within these two industries. 

Additionally, the companies’ data for basic materials and consumer goods may be influenced 

by extreme values, which may affect the result that increased financial statement 

comparability is not distinguished.  The different results can also be explained by the fact that 

the industries react differently when implementing IFRS.   

 

In summary, our results suggest that financial statement comparability increases between 

companies by implementing IFRS in Sweden. Our finding supports Haller et al.’s (2009) 

result, since they find that comparability increases by the transition to IFRS in Germany. Even 

though prior researchers argue that national characteristics should be taken into consideration 

when implementing IFRS (Benston et al., 2006; Gray, 1980; Jonnergård, 2012), our findings 

indicate that the implementation does lead to increased financial statement comparability 

between companies. This is consistent with previous studies of comparability, on an 

international level, which conclude that the implementation of IFRS leads to enhanced 

comparability (Barth et al., 2012; Caban-Garcia and He, 2013; DeFond et al., 2011; Yip and 

Young, 2012; Wang, 2014). Furthermore, our results support the assumption that 

comparability must first exist on a national level before it can exist on an international level. 

Thereby it can be presumed that IFRS contributes to enhanced financial statement 

comparability within a country and at the same time it contributes to increased international 

comparability. Additionally, our results support De Franco et al’s (2011) and Yip and 

Young’s (2012) findings that financial statement comparability is high within the same 

industry. In the next section we conduct robustness tests to control our results. 

 

4.3 Robustness tests 

4.3.1 Voluntary adopters of IFRS 

We conduct a robustness test to control for voluntary adopters of IFRS. Based on the 

requirements in section 3.6, we identify only one company in our sample that voluntarily 

adopted IFRS in the 2001-2004 period. The company belongs to the consumer goods 
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industry, and the result of the average             does not change after excluding the 

company. The loss of only one observation indicates that our result is robust. 

 

4.3.2 Winsorizing  

We winsorize our data for basic materials and consumer goods industries since these 

industries show different results in comparison with the other industries. The average 

            result for basic materials does not show that financial statement comparability 

increases after implementing IFRS in the second period (see Table 5). Furthermore, the result 

for consumer goods is not statistically significant, even though the average             

result shows increased financial statement comparability. We therefore test for extreme values 

by winsorizing the companies’ data for both industries. 

 

The average and median             values do not change after adjusting the companies’ 

data for extreme values. This suggests that the results for the industries are not influenced by 

extreme values. However, there can be other factors that have an impact on these results such 

as sample size and industrial differences.  

 

4.3.3 The original DKV 

We calculate the original DKV to compare our empirical results more thoroughly with 

previous results using the same model. The original DKV builds on earnings and total return, 

which means that our three variables                          are not included in this 

model. The results of the variable       are statistically significant at the 1% and 5% levels 

(see Appendix 3). Table 6 presents the results of the              when calculating with 

DKV.             is the measurement of financial statement comparability and suggests 

that if the value is closer to zero in the second period financial statement comparability is 

increased by IFRS. The results show that financial statement comparability is increased in all 

industries except industrials in the second period. In the industries that show increased 

financial statement comparability, the difference between the values for the periods are 

reduced and closer to zero. The results are statistically significant at the 1%, 5%, and 10% 

levels for all industries except industrials.  
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Table 6 

Robustness test – DKV 

Industry  2001-2004  2005-2008 

             Average Median n  Average Median n 

Basic materials  0.253** 

(1.967) 

0.074 15  0.014 0.010 14 

Consumer goods  0.127* 

(3.617) 

0.118 20  0.009 0.002 23 

Consumer services  0.010*** 

(1.547) 

0.004 24  0.004 0.004 33 

Healthcare  0.016** 

(2.178) 

0.009 26  0.007 0.005 27 

Industrials  0.010 

(-0.785) 

0.004 77  0.021 0.007 91 

Technology  0.021** 

(1.834) 

 

0.009 55  0.010 0.003 56 

Table 6 presents descriptive statistics for DKV.             is the measurement of financial statement comparability. If 

the value is closer to zero in the 2005-2008 period in comparison to the 2001-2004 period shows that the implementation of 

IFRS increases financial statement comparability. *, **, *** statistically significant at the 1%, 5%, and 10% levels. 

Independent sample t-tests are presented within the parenthesis, the null hypothesis (H0) assumes that there is no difference 

of financial statement comparability between the periods of time: 

 

H0:                                            

 

 

The DKV results show smaller values for comparability, in comparison to the results of our 

model. The DKV values for comparability are slightly smaller in relation to De Franco et al’s 

(2011) values. The lower DKV values may be explained by that De Franco et al. (2011) base 

their values on one sample, in other words they have one             value for all 

industries. Moreover, De Franco et al.’s (2011) study includes more observations in comp-

arison to our study.  

 

The results for financial statement comparability differ in some of the industries, when using 

DKV in comparison to using our model. When calculating with DKV, financial statement 

comparability increases in the second period and the results are statistically significant at the 

5% and 1% levels for basic materials respectively consumer goods. This is not consistent with 

the results for basic materials and consumer goods industries when calculating with our 

modified model. The inconsistent results may be caused by the additional variables in our 

model, mainly since                         assume to capture more of the variation in 

          . Further, the sample sizes of these two industries are smaller in relation to the 

other industries, which could be an explanation for the different results.  
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The results for financial statement comparability vary for industrials when calculating with 

DKV and our model. Financial statement comparability does not increase in the 2005-2008 

period when calculating with DKV but show increased financial statement comparability with 

our model. The result is not statistically significant when using DKV but is statistically 

significant at the 1% level when using our model. The sample size of industrials is the largest 

of all industries, which indicates that this industry may not be sensitive to extreme values in 

comparison with smaller industries. The different results indicate that our additional variables 

have an impact on earnings and that the additional variables facilitate to capture financial 

statement comparability.  

 

The calculated R
2
 values based on DKV are relatively low for each industry which show that 

the variation in            is to a weak extent explained by the variation in       . The R
2
 

values are similar to De Franco et al’s (2011) average R
2
 value (see Appendix 3, panel B). 

However, De Franco et al.’s (2011) R
2
 value is smaller (0.12) than our R

2
 value when 

calculating comparability using our additional variables (see Table 4). Notably, the additional 

variables in the equation tend to generate a higher R
2
 value. Therefore, the additional 

variables                         in the modified model explain to a higher degree the 

variation in the variable           . This indicates that our modified model has a higher 

degree of validity.  

 

In summary, the results of financial statement comparability differ for basic materials, 

consumer goods, and industrials when using DKV comparing to using our model. The results 

for the two smallest industries, basic materials and consumer goods, show that financial 

statement comparability increases in the second period when calculating with DKV. The 

result for the largest industry, industrials, does not show increased financial statement 

comparability when calculating with DKV. The different results may depend on the different 

firm-specific factors that are included to capture earnings (i.e. financial statement 

comparability) when using DKV and our modified model. However, our results are robust 

since our results by using DKV support our conclusion that financial statement comparability 

increases after implementing IFRS in Sweden. In the next section we present our conclusions 

and implications for further research.  
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5. Conclusions and implications for further research  

We contribute to the literature by suggesting that financial statement comparability is 

increased by implementing IFRS on a national level. Our study examines whether financial 

statement comparability between companies increases by implementing IFRS on a national 

level. In this study, financial statement comparability is achieved when companies’ 

accounting systems, for a given set of economic transactions, produce similar financial 

statements. Recent studies of comparability find that IFRS leads to international 

comparability, which suggests that comparability must exist on a national level.  

 

Financial statement comparability in Sweden is studied by using a sample of all listed 

companies in Sweden between 2001-2008. IFRS functions as the yardstick to compare the 

periods before and after the mandatory implementation in 2005. The sample is classified into 

six different industries in order to compare homogenous companies. We modify De Franco et 

al.’s (2011) measurement which is based on earnings to capture financial statement 

comparability. To explain the variation in earnings to a higher degree, the variables size, 

leverage, and cash flow from operations to total assets are added to the model. Previous 

researchers indicate that these variables have an impact on earnings.  

 

We find that financial statement comparability between companies in Sweden is increased by 

implementing IFRS. In particular, the results show that financial statement comparability is 

increased in five of the six industries, when comparing the 2001-2004 period with the 2005-

2008 period. The results are statistically significant at the 1% and 5% levels in four of the six 

industries, which may be explained by the smaller sample size in the two industries that do 

not show increased comparability between the time periods. Further, our finding that financial 

statement comparability increases by implementing IFRS in a country is robust, since the 

robustness tests yield the same conclusions. Additionally, our findings show that our model 

explains the variation in earnings, which suggests that the model has a high degree of validity. 

Our findings are consistent with previous research that the level of comparability increases 

between companies when implementing IFRS (Barth et al., 2012; Caban-Garcia and He, 

2013; DeFond et al., 2011; Haller et al., 2009; Yip and Young, 2012; Wang, 2014). 

Moreover, our results also support De Franco et al.’s (2011) and Yip and Young’s (2012) 

findings, that companies’ financial statements are comparable within the same industry.  
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Our results support our hypothesis that financial statement comparability between companies 

increases by implementing IFRS on a national level. Even though our results are consistent 

with our predictions, we are aware of the possibility that there could be other firm-specific 

factors that influence earnings, which we do not control for in our model. Moreover, the small 

sample size in some industries and the focus on a specific country may be another limitation 

of our study since we cannot generalize our results onto companies in other countries than 

Sweden. 

 

The findings of the study provide an understanding of financial statement comparability on a 

national level for practitioners, researchers, and standard-setters when assessing comparability 

of the financial statements. The mandatory shift to IFRS in the European Union should 

increases financial statement comparability, which provides incentives for further study the 

impact of implementing IFRS on a national level. We recommend further examination of 

financial statement comparability on a national level, by developing our model and including 

additional variables that may influence earnings. Furthermore, we suggest to further study 

why the level of comparability differs across industries after implementing IFRS and what 

makes the industries react differently. Finally, we encourage other researchers to replicate our 

study by examining other countries that can provide a larger sample.   

  



 Högling and Ysberg | 29  

 

6. References 

Adams, C. A., Weetman, P. and Gray, S. J. (1993). Reconciling national with international 

accounting standards: Lessons from a study of Finnish corporate reports. European 

Accounting Review, 2 (3), p.471–494. 

 

Alexander, D. and Micallef, M. (2011). Accounting Regulation in Malta. Accounting in 

Europe, 8 (1), p.1–21. 

 

Ball, R. (2006). International Financial Reporting Standards (IFRS): pros and cons for 

investors. Accounting and Business Research, 36, p.5–27. 

 

Barth, M. E., Landsman, W. R., Lang, M. and Williams, C. (2012). Are IFRS-based and US 

GAAP-based accounting amounts comparable? Journal of Accounting and Economics, 54 (1), 

p.68–93. 

 

Ben-Nasr, H., Boubakri, N. and Cosset, J.-C. (2015). Earnings quality in privatized firms: The 

role of state and foreign owners. Journal of Accounting and Public Policy, Article in press. 

 

Benston, G. J., Bromwich, M. and Wagenhofer, A. (2006). Principles-versus rules-based 

accounting standards: the FASB’s standard setting strategy. Abacus, 42 (2), p.165–188. 

 

Caban-Garcia, M. T. and He, H. (2013). Comparability of Earnings in Scandinavian 

Countries: The Impact of Mandatory IFRS Adoption and Stock Exchange Consolidations. 

Journal of International Accounting Research, 12 (1), p.55–76. 

 

Cameran, M., Campa, D. and Pettinicchio, A. (2014). IFRS Adoption Among Private 

Companies: Impact on Earnings Quality. Journal of Accounting, Auditing and Finance, 29 

(3), p.278–305. 

 

Daske, H., Hail, L., Leuz, C. and Verdi, R. (2008). Mandatory IFRS Reporting around the 

World: Early Evidence on the Economic Consequences. Journal of Accounting Research, 45 

(5), p.1085–1142. 

 



 Högling and Ysberg | 30  

 

Dechow, P., Ge, W. and Schrand, C. (2010). Understanding earnings quality: A review of the 

proxies, their determinants and their consequences. Journal of Accounting and Economics, 50 

(2-3), p.344–401. 

 

DeFond, M., Hu, X., Hung, M. and Li, S. (2011). The impact of mandatory IFRS adoption on 

foreign mutual fund ownership: The role of comparability. Journal of Accounting and 

Economics, 51 (3), p.240–258. 

 

De Franco, G., Kothari, S. P. and Verdi, R. S. (2011). The Benefits of Financial Statement 

Comparability: the benefits of financial statement comparability. Journal of Accounting 

Research, 49 (4), p.895–931. 

 

Gray, S. J. (1980). The Impact of International Accounting Differences from a Security-

Analysis Perspective: Some European Evidence. Journal of Accounting Research, 18 (1), 

p.64–76. 

 

Gray, S. J., Linthicum, C. L. and Street, D. L. (2009). Have ‘European’ and US GAAP 

measures of income and equity converged under IFRS? Evidence from European companies 

listed in the US. Accounting and Business Research, 39 (5), p.431–447. 

 

Haller, A., Ernstberger, J. and Froschhammer, M. (2009). Implications of the mandatory 

transition from national GAAP to IFRS — Empirical evidence from Germany. Advances in 

Accounting, 25 (2), p.226–236. 

 

Hellman, N. (2011). Soft Adoption and Reporting Incentives: A Study of the Impact of IFRS 

on Financial Statements in Sweden. Journal of International Accounting Research, 10 (1), 

p.61–83. 

 

Hou, K., van Dijk, M.A. and Zhang Y. (2012). The implied cost of capital: A new approach. 

Journal of Accounting and Economics, 53 (3), p.504–526. 

  

IASB (International Accounting Standards Board). (2010). The conceptual framework for 

financial reporting 2010. London, U.K. 

 



 Högling and Ysberg | 31  

 

Jonnergård, K. (2012). Quality Control through Venetian Blinds: Regulating the Swedish  

Auditing Industry. European Accounting Review, 21 (1), p.51–85. 

 

Jose, V.R.R. and Winkler, R.L. (2008). Simple robust averages of forecasts: Some empirical 

results. International Journal of Forecasting, 24 (1), p.163–169. 

 

Kang, M., Kim, J. W., Lee, H.-Y. and Lee, M.G. (2015). Financial statement comparability 

and audit efficiency: evidence from South Korea. Applied Economics, 47 (4), p.358–373. 

 

Kaya, D. and Koch, M. (2015). Countries’ adoption of the International Financial Reporting 

Standard for Small and Medium-sized Entities (IFRS for SMEs) – early empirical evidence. 

Accounting and Business Research, 45 (1), p.93–120. 

 

Kennedy, D., Lakonishok, J. and Shaw, W.H. (1992). Accommodating outliers and 

nonlinearity in decision models. Journal of Accounting, Auditing and Finance, 7 (2), p.161–

190. 

 

Krisement, V. M. (1997). An approach for measuring the degree of comparability of financial 

accounting information. European Accounting Review, 6 (3), p.465–485. 

 

Paseková, M., Müllerová, L., Strouhal, J. and Čiževská, L. (2010). IFRS for SMEs: Challenge 

for emerging countries? Case of Czech Republic and Ukraine. World Academy of Science, 

Engineering and Technology, 4 (6), p.1345–1348. 

 

Saunders, M., Lewis, P. and Thornhill, A. (2012). Research Methods for Business Students. 

6
th

 edition. Harlow: Prentice Hall. 

 

Taplin, R. H. (2011). The Measurement of Comparability in Accounting Research. Abacus, 

47 (3), p.383–409. 

 

Teoh, S.H., Welch, I. and Wong, T.J. (1998). Earnings management and the 

underperformance of seasoned equity offerings. Journal of Financial Economics, 50, p.63–

99. 

 



 Högling and Ysberg | 32  

 

Wang, C. (2014). Accounting Standards Harmonization and Financial Statement 

Comparability: Evidence from Transnational Information Transfer. Journal of Accounting 

Research, 52 (4), p.955–992. 

 

Weetman, P. and Gray, S. J. (1991). A Comparative International Analysis of the Impact of 

Accounting Principles on Profits: The USA versus the UK, Sweden and the Netherlands. 

Accounting and Business Research, 21 (84), p.363–379. 

 

Weetman, P., Jones, E. A. E., Adams, C. A. and Gray, S. J. (1998). Profit Measurement and 

UK Accounting Standards: A Case of Increasing Disharmony in Relation to US GAAP and 

IASs. Accounting and Business Research, 28 (3), p.189–208. 

 

Wu, G. S., Li, S. and Lin, S. (2014). The effects of harmonization and convergence with IFRS 

on the timeliness of earnings reported under Chinese GAAP. Journal of Contemporary 

Accounting and Economics, 10 (2), p.148–159. 

 

Yip, R. W. Y. and Young, D. (2012). Does Mandatory IFRS Adoption Improve Information 

Comparability? The Accounting Review, 87 (5), p.1767–1789. 

 

Zeff, S. A. (2007). Some obstacles to global financial reporting comparability and 

convergence at a high level of quality. The British Accounting Review, 39 (4), p.290–302. 

 

  



 Högling and Ysberg | 33  

 

Appendix 1. Results for multicollinearity  

Panel A: Correlation matrix 

Industry   2001-2004   2005-2008 

                                       

      0.19         0.27    

Basic materials       0.26 0.09         0.29 -0.10   

      -0.16 -0.08 0.20       0.22 -0.16 0.48  

      -0.15 -0.02 -0.04 0.33      0.61 0.21 0.48 0.34 

             

                                       

      0.19         0.16    

Consumer goods       0.35 0.01         0.36 -0.04   

      -0.40 -0.05 -0.17       -0.20 -0.11 0.27  

      0.37 0.03 0.41 -0.22      0.09 0.11 0.12 -0.22 

             

                                       

      0.19         0.11    

Consumer services       0.37 0.07         0.22 0.12   

      -0.01 -0.12 -0.13       -0.04 -0.10 -0.33  

      0.11 -0.03 0.05 0.14      0.10 0.14 0.16 0.01 

             

                                       

                   

      0.20         0.11    

Healthcare       0.15 0.04         0.29 0.00   

      0.06 0.00 0.25       0.19 -0.01 0.37  

      0.40 0.08 0.20 0.15      0.52 0.03 0.41 -0.03 

             

                                       

      0.12         0.11    

Industrials       0.19 0.06         0.09 0.01   

      -0.01 0.02 0.48       -0.11 -0.07 0.35  

      0.21 0.04 0.17 0.12      0.67 0.08 0.07 -0.05 

             

                                       

      0.22         0.13    

Technology       0.14 0.01         0.12 -0.03   

      -0.19 0.01 0.06       -0.19 0.01 -0.14  

      0.12 0.00 0.25 -0.23      0.32 0.08 0.19 -0.04 

Note: A value equal to or above 0.90 indicates that the variables are strongly correlated.            (referred as     in this appendix) is 

quarterly net income before extraordinary items divided by market value at the beginning of the period of company i in period t;       is total 

return of company i in period t;         is the natural logarithm of total assets of company i in period t;       is total liabilities divided by 

total assets of company i in period t;       is cash flow from operations divided by total assets of company i in period t. 

Panel B. VIF  

Industry  2001-2004  2005-2008 

                                     

Basic materials  1.02 1.07 1.19 1.14  1.15 1.56 1.37 1.49 

Consumer goods  1.00 1.21 1.06 1.24  1.02 1.12 1.16 1.10 

Consumer services  1.02 1.03 1.05 1.03  1.04 1.16 1.13 1.05 

Healthcare  1.01 1.10 1.08 1.06  1.00 1.47 1.22 1.26 

Industrials  1.01 1.33 1.31 1.03  1.01 1.15 1.15 1.02 

Technology  1.00 1.08 1.07 1.14  1.01 1.06 1.02 1.05 

Note: A VIF value equal to or above 10 indicates that the variables are strongly correlated.        is total return of company i in period t; 

        is the natural logarithm of total assets of company i in period t;       is total liabilities divided by total assets of company i in period 

t;       is cash flow from operations divided by total assets of company i in period t. 
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Appendix 2. F-test 

Industry  F-test 

Basic materials  0.526 

Consumer goods  0.940 

Consumer services  35.571* 

Healthcare  6.724* 

Industrials  26.690* 

Technology  2.682* 

Note: The F-tests for the industries test the null hypothesis which assumes that the variance of the 2001-2004 period and 

the 2005-2008 period is equal within an industry. * Statistically significant at the 1% level. 
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Appendix 3. Descriptive statistics – robustness test DKV  

Panel A: Results for the coefficient of the variable 

  2001-2004  2005-2008 

 Average Median Std. n  Average Median Std. n 

            
 Basic materials 

 Consumer goods 

 Consumer services 

 Healthcare 

 Industrials 

 Technology 

 

  

0.28* 

0.17* 

0.17* 

0.13* 

0.18* 

0.31* 

 

-0.02 

0.01 

0.02 

0.02 

0.05 

0.16 

 

0.30 

0.19 

0.11 

0.15 

0.16 

0.21 

 

243 

335 

396 

417 

1,218 

876 

 

 

 

0.21* 

0.05* 

0.03** 

0.05** 

0.30* 

0.06* 

 

 

0.05 

0.00 

0.00 

0.02 

0.00 

0.00 

 

0.14 

0.08 

0.02 

0.08 

0.18 

0.20 

 

233 

372 

477 

434 

1,403 

864 

Panel B: Results for R
2 

Industry  2001-2004  2005-2008 

  R
2
  R

2
 

Basic materials 

Consumer goods 

Consumer services 

Healthcare 

Industrials 

Technology 

 0.11 

0.08 

0.16 

0.15 

0.11 

0.19 

 0.17 

0.11 

0.15 

0.13 

0.14 

0.11 

 

Panel C: Results for             

Industry  2001-2004  2005-2008 

             Average  Average 

Basic materials  0.253  0.014 

Consumer goods  0.127  0.009 

Consumer services  0.010  0.004 

Healthcare  0.016  0.007 

Industrials  0.010  0.021 

Technology  0.021  0.010 

Panel A presents descriptive statistics for the estimated OLS regressions and panel B reports R2 values for the coefficients, 

based on Eq. A, Eq. B, and Eq. C from DKV: 

 

                                                                                                                                                                 (Eq. A) 

 

                                                                                                                                                                       (Eq. B) 

 

                                                                                                                                                                     (Eq. C) 

 

           is quarterly net income before extraordinary items divided by market value at the beginning of the period of 

company i in period t;       is total return of company i in period t.           are the coefficients representing the estimated 

accounting function of company i;           are the coefficients representing the estimated accounting function of company j; 

               is the predicted earnings of company i given company i’s accounting functions in period t;                is 

the predicted earnings of company i given company j’s accounting functions and company i’s       in period t. *, ** 

Statistically significant at the 1% and 5% levels. 

(continued on next page) 
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Appendix 3. (continued) 

Panel C presents average             which is based on Equation D from DKV: 
 

             
 

 
                                 

 

       
                                                                                           (Eq. D) 

 

            is the measurement of financial statement comparability.  

 

 

 

 


	Framsida
	Final version, Högling&Ysberg

