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ABSTRACT

The purpose of this study was to find out the impact of adoption of International

Financial Reporting Standards (IFRSs) in preparation of quality financial statement

in beverage manufacturing firms, case study at Coca-Cola Kwanza (CCK) Ltd. The

general objective of the study was to examine impacts faced by Coca Cola Company

in adopting the IFRSs. The two specific objectives of the study were to identify the

challenges those have been facing the manufacturing firm in adopting IFRSs and to

determine measures to enhance adoption of IFRS in manufacturing firm. The study

comprised forty (40) participants of whom twenty (20) were head of

department/section from (Finance, Accounting, Procurement, Sales and marketing,

logistic), ten (10) Accountant and (10) Auditors. Data collection was done through

interview, questionnaires, discussions, observations and documentary analysis.

It was revealed from the study that there was positive effect in adopting IFRSs since

there were improvements at different areas of works, such as increment in staff

salary, accuracy in report writing, sales increased, investment increased and

increased the number of knowledgeable staff. The study observed that there were

challenges in adopting IFRSs although there were improvements in the firm. The

researcher identified challenges of adopting IFRSs because most of the respondents

showed that there were challenges in the adoption of IFRSs. From the total staff

surveyed 88% showed that there were challenges in adoption of IFRSs. These results

implied that the highest surveyed staffs face challenges on adopting the IFRSs. The

staffs that showed that there were challenges on the adoption of IFRSs and some of

those challenges were: the standards were not clearly understood by the staff

especially IAS 32 and IAS 39 about Financial Instruments. Some IFRS standards

were not applicable in the developing countries like Tanzania, keeping the speed of

changes of IFRSs was also a challenge on adoption of IFRSs and also the staff had

low technical capabilities in the application of the standards. The staff said that

before adopting any stage of IFRSs, the board must sit to decide in each step. For

example, the financial report of 2011 shows that the IFRS 9 and IFRS 13 should be

adopted by 2015 and 2013 respectively.
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CHAPTER ONE

INTRODUCTION

1.1 Introduction
This chapter comprises of introduction, background of the problem, statement of the

problem, objectives, significance and limitations of the research. The research is

titled the impact of adoption of International Financial Reporting Standards (IFRSs)

in preparation of quality financial statement in beverage manufacturing firms, case

study at Coca-Cola Kwanza (CCK) Ltd.

In this chapter the researcher shall seat as a bridge between the two systems of

financial reporting standards, the TFASs and the current system of IFRSs. The

Challenges in complying with International Financial Reporting Standards (IFRSs) in

manufacturing firm in Tanzania cannot be avoided because before the 2004 Tanzania

was using Tanzania Financial Accounting Standards (TFASs).

1.2 Background of the Problem

International Financial Reporting Standards known as (IFRSs) are international

accounting standards developed by the International Accounting Standards Board

(IASB).International Accounting Standards Board (IASB) is an independent

international organization working to improve and standardize the preparation and

release of important international financial information. With the increase of

companies conducting business in a global environment, the International Financial

Reporting Standards (IFRSs) framework was developed to ensure standardized

accounting principles exist for companies with domestic and international business

operations.

The International Accounting Standards Board (IASB) is a private, nonprofit

organization responsible for assessing the financial needs of the global business

environment and developing accounting standards that meet the needs of bankers,

investors and other stakeholders. The International Accounting Standards Board(

IASB )help to guide and direct the organization on which international accounting

situations should be addressed through International Financial Reporting Standards

(IFRSs). The IASB creates the standards using two basic assumptions: accrual basis
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and going on concern. The accrual basis requires companies to record transactions as

they occur; a going concern means the entity will continue into the foreseeable

future.

International Financial Reporting Standards (IFRSs) was created by using a due

process that was developed and monitored by the IASB. When developing new

standards, the IASB considers the relevance of information released to users,

determines whether a current guideline exists for the specific accounting information,

assesses the possibility of creating a quality accounting standard and identifies

constraints that might exist. This process may be time consuming since the IASB

must consider all the countries that use international financial reporting standards for

reporting accounting information.

The IASB usually allows individuals in the international accounting community to

provide input and comments during the due process phase. This review and comment

process allows the IASB to modify potential accounting rules prior to releasing them

as official reporting standards.

The IASB and FASB have been working on a convergence process to create a

universal, global set of accounting principles. This convergence process is attempting

to merge the international financial reporting standards and Generally Accepted

Accounting Principles(GAAP) to create one set of accounting principles companies

can use when reporting financial information. Effectively from 1st July, 2004, the

National Board of Accountants and Auditors Tanzania (NBAA) has wholly adopted

the International Financial Reporting Standards (IFRSs), issued by the International

Accounting Standards Board (IASB) and the International Accounting Standards

(IASs) and International Standards of Auditing (ISAs) issued by International

Federation of Accountants (IFAC). Tanzania by then was using Tanzania Financial

Accounting Standards (TFASs).

However the TFASs are currently outdated due to challenges it faces posed by

laisser-faire economy of globalization, trade liberalization and investment policies.

Hence in no way out the NBAA, a professional body in Tanzania vested the legal
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power to regulate the accounting and auditing profession was compelled to adopt the

IFRSs instead of the local financial reporting standards.

The compliance of the IFRSs, IASs, and ISAs is not an easy task to most of entities

in Tanzania whether private or government entities. This is backed with various

reasons including the need to have up to date professionals with practical skills and

courage, who can grasp the changes and bring them onto practice. More over lack of

professionals who are certified public accountants has led to slow adoption of these

International Standards.

Information transfer is also a problem to most of experts in the profession concerning

the changes required by IFRSs on financial statements preparation and presentation.

The Deputy Minister for Finance in Tanzania when opening a workshop on updating

of accounting and auditing regulations said “lack of learning materials for

professional accountants is one among the constrains facing the adoption of IFRSs in

Tanzania” (Daily News, Thursday November, 2006)

1.3 Statement of the Problem

For many years the financial statement preparation and presentation in Tanzania has

been done through compliance of TFASs. All entities were required to report their

business performance in accordance with TFASs guidance. However the current

changes that requires all entities to prepare and present their financial statement in

compliance with IFRSs has brought about significant challenges and on the other

side benefits that are supposed to be addressed from different organizations.

The manufacturing firm Coca Cola Kwanza Ltd (CCK) is amongst organizations that

have adopted the IFRSs on their financial statements preparation and presentations.

Due to the importance of financial statements to different user groups, there have

been important needs to conduct a research so that we can investigate the difficulties

the professional accountants and Auditors are facing on the course of their migration

to IFRSs from TFASs as well as benefits if any accrued from this movement.
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In so doing, it is anticipated that the recommendations to be proposed will be of

significant value towards achievements of clear and current information delivery

concerning the organization.

1.4 Research Questions

The research was centered on the following main questions

i) What are challenges that manufacturing firms in Tanzania face in adoption of

IFRS?

ii) What are the measures to be taken to enhance adoption of IFRSs?

Since this reporting standard was introduced in this company there is no research that

has been conducted to assess the challenges it has imposed on the users.  It is

therefore the intention of this research study to explore the operation of this standard

in view of studying the challenges that it has impacted on the users.

1.5 Objective of the Study
The main objective of this study was to examine the challenges faced by Coca Cola

Company in adopting the IFRSs.

Specific objectives of the study include.

i) To identify the challenges facing manufacturing firms in adopting IFRS.

ii) To suggest measures to enhance adaptation of IFRS in manufacturing

firms in Tanzania

1.6 Significance of the Study

The study was conducted at manufacturing firm known as CCK LTD, is of great

importance as the outcomes contribute not only to the manufacturing firm

performance in IFRSs presentation but also for theory purposes to great extent such

significances

The study will help the manufacturing firm to access their strength and weaknesses

from the first adoption of the IFRSs.

The study will stimulate other organizations in Tanzania to spell out their benefits

and demerits of adopting the IFRSs.

The study will assist other researchers to open their minds on addressing research

project and come to the conclusion.
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The study will help the researchers’ on leaning and explaining the new ideas or

hidden facts about the empirical phenomena.

The study will help professionals at manufacturing firm in particular to get their

problems encountered being exposed.

Will be a reference to other scholars who will be interested in the related problem. So

as to come to conclusion.

The study will help the researcher to increase their competence in the professionals

of accounting and auditors.

1.7 Limitation of the Study

The study was conducted at manufacturing firm in the department of Accounting and

Finance, and addressed the challenges and benefits that are accrued to these

departments. Due to sensitivity of this department there are constraints in conducting

this research. This includes

(a) Time

According to the rules of students’ research projects only seven months are allocated.

The research conducted in four months period covering March, April, May and June

2013. There is also time limit in obtaining information, for example the information

at manufacturing firm cannot be given by anyone, and for instance the person who

provides the information may need an appointment which may lead to spend more

time.

(b) Document availability

Due to organization`s policy of confidentiality, access to some relevant information

was restricted and in some instances not accessible at all. There might was also

delays in obtaining data due to the procedures. As such some data that is considered

useful could not be available in time to be included in the study. Since Most of the

business units do not have the confidence on the material supplied to researchers and

as such they are often reluctant in supplying the needed information to researchers.

The concept of secrecy seems to be sacrosanct to business organizations.

(c) Fund Insufficiency

There are costs which are needed to conduct research and collect data. Most of

researchers do not have sufficient fund to do whole research, the sponsor or income
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do not provide enough money to fulfill all expenses. These expenses are transport,

stationeries, telephone etc.

(d) Adequate and timely secretarial

Many researchers face the difficulty of adequate and timely secretarial assistance,

including computer assistance. This causes unnecessary delays in the completion of

research studies.

1.8 Delimitation

(a) For time management I used to do my report during the night and weekend

days example Saturday and Sunday.

(b) For document availability, I used to request extra hours for specific employee

to assist me after he/she has completed his/her duties.

(c) For  fund insufficient, on transport, stationeries, telephone I used staff buses,

office stationary and telephone to reduce the cost where all these received it

free.

(e) To avoid on Adequate and timely secretarial, I bought the new laptop for my

personal uses.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

There are many written literature concerning the IFRSs. Due to the IFRSs to be in

transitional period there are annually reports written to review the practicability of

IFRSs. The IFRSs is a global issue and not all countries and firms have already

adopted it. In chapter three, conceptual framework shows that not all countries have

adopted IFRSs. Countries are categorized into three groups. There are full adopters,

partial adopters and non-adopters of IFRSs.

The historical background of manufacturing firm shows that it operated before the

formation of IFRSs in part six of this chapter. This implies that this manufacturing

firm has to adopt the IFRSs although it does not show when exactly transfer from

TFASs to IFRSs took place. The chapter is comprised of seven parts, part one

expresses theoretical literature review, followed by financial statements, components

of financial statement, fair presentation and compliance with IFRSs, part five shows

qualitative characteristics of financial statement and part seven research questions.

2.2 Theoretical literature review

The International Accounting Standards Board (IASB) based in London, began

operation in 2001. The IASB is committed to developing, in public interest a single

set of high quality global accounting standards that require transparent and

comparable information in general purpose financial statements. In pursuit of this

objective the IASB cooperate with national accounting standard setters to achieve

convergence in accounting standards around the world (IFRSs 2004, pg. xiii). IASB

publishes its standards in a series of pronouncements called (IFRSs).

Up on its inception the IASB adopted the body of IASs issued by its predecessor, the

Board of the International Accounting Standards Committee. The term “International

Financial Reporting Standards" includes IFRSs, IFRIC Interpretations, IASs and SIC

Interpretations. The adoption of these standards is a continuer’s process of the

profession response to the increase the need of users of financial information. The

necessity for comparable financial data across borders as new accounting treatment
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continues to merge. That is where the challengers on the financial statements

preparation and presentation lie.

2.3 Conceptual Framework

There is a research done in a sample of 102 non-European Union countries, we study

variations in the decision to adopt International Financial Reporting Standards

(IFRS). There is evidence that more powerful countries are less likely to adopt IFRS,

consistent with more powerful countries being less willing to surrender standard-

setting authority to an international body.

There is also evidence that the likelihood of IFRS adoption at first increases and then

decreases in the quality of countries’ domestic governance institutions, consistent

with IFRS being adopted when governments are capable of timely decision making

and when the opportunity and switching cost of domestic standards are relatively

low. We do not find evidence that levels of and expected changes in foreign trade

and investment flows in a country affect its adoption decision: thus, we cannot

confirm that IFRS lowers information costs in more globalized economies.

Consistent with the presence of network effects in IFRS adoption, we find that a

country is more likely to adopt IFRS if its trade partners or countries within in its

geographical region are IFRS adopters. [Karthik Ramanna and Ewa Sletten, 2009]

2.4 Analytical Framework

It aims at indicating the most important areas to be covered by the study.  The

research also needs a foundation.

Based on this argument at theoretical framework can be believed as both a

foundation and a pillar of the research project and without framework cannot focus,

since the researcher does not know what data to collect. To develop conceptual

framework you need to be given by literature survey, experience survey, observation

and sometimes personal experience and intuition.

Literature wrote about the challenges on the compliance with IFRS required in

Tanzania is not much developed, but guided with above literature review.
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The researcher has theorized or made a logical sense of the relationship among the

several factors identified as the important to the problem of non-compliance with

IFRS by most of industrial company especially manufacturing company as my case

study mentioned here under are some of challenges Financial reporting systems have

to be nimble and amenable to change so that finance professionals can respond to

investor and analyst inquiries with confidence. Most companies are able to adopt a

new accounting standard, but a truly successful transition depends on a company’s

ability to provide full audit trails, variance analyses, and reconciliations of prior

standards to satisfy internal and external inquiries.

i) whether the challenges in adapting (non-compliance) with IFRS in manufacturing

firms are caused by the fact that the management of these firms do not recognize

the immediate benefit of the IFRS since there are no instantaneous benefit the

company are getting from adaption of IFRS

ii) is due to economic problem which face most of the  manufacturing firm  this

means that company has inability to employ qualified accountant whose

remuneration is higher compared to unqualified accountant and  need to be

updating them continuously with IFRS through seminar or workshop which are

also expensive since changes of IFRS are constantly that need accountant to be

updated

iii) sometimes the challengers of complying with IFRSs in the manufacturing

company is due to the fact that there are no legal penalties enactment making

those company mandatory to comply with IFRS as it is with other laws where

there are legal acts like penalties and other acts which may make effortlessly and

necessary to comply with international standards in reporting financial

statements.

iv) Strategic planning is also the challengers in complying. Since the introduction of

IFRS, proliferating standards in global reporting have affected more than how

companies integrate and report data. From a strategic standpoint, management

must continue to plan for different business scenarios, carry out business

sensitivity analysis, and adjust inputs and assumptions based on strategic goals.
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v) Another challenge the manufacturing firm face in complying with the need of

IFRS as well as multiple GAAP guidelines, company strategists must determine

how different standards will affect the reported results of business decisions.

Strategic decisions about how to allocate capital, how to structure debt, and

whether to acquire or divest assets could be all complicated by differing reported

results.

vi) Discrepancies can occur between reports based on IFRS and those based on local

GAAP simply because of a change in accounting policy or in the method of

measurement. Therefore, as companies attempt to implement IFRS, they are

constantly calculating and recalculating management and statutory accounts to

quantify the potential impact of the new standards. In addition, companies are

spending considerable effort attempting to reconcile results achieved with

different standards, and to tease out the reasons for the differences so that they

can explain the effect the standards have on reported results.

These practical challenges relate to the coherence of the regulatory framework

and the state of preparation of relevant institutions, enforcement and technical

capacity.

vii)When IFRS are adopted in a given jurisdiction, they become part of existing laws

and regulations. However, the provisions of relevant national laws and

regulations might not be amended in due time to recognize the introduction of

IFRS. In some cases, situations arise where IFRS requirements contradict

applicable provisions in national laws and regulations. Relevant institutions

needed for ensuring a smooth transition to a global set of financial reporting

standards might be inexistent or weak. Rigorous enforcement of such global

standards at the national level poses practical challenges due to absence of

adequately resourced enforcement institutions and lack of adequate coordination

mechanisms among relevant institutions.

viii) Many member States, particularly developing countries and countries with

economies in transition, lack a critical mass of competent accountants and

auditors capable of applying highly sophisticated and voluminous global

standards such as IFRS. In general, training materials on IFRS are scarce,
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particularly in languages other than English. Furthermore, proper application of

certain measurement requirements in IFRS requires input from competent

professionals in other areas such as actuary, property valuation and others. Lack

of technical capacity poses a significant barrier to the successful implementation

of IFRS.

ix) Culture and attitude of business towards the use of IFRSs in the manufacturing

company is also a challenge as the companies regard the IFRSs accounting

principles as overly complex.

x) Lack of reference materials in many manufacturing companies like literature is

other key challenge in adaptation of IFRS in Tanzania.

xi) Lack of practical knowledge and access technology like the need to use

broadband internet services in preparation of financial statement is also challenge

in complying with international financial standards.

xii)Lack of adequate data results in absence of information on “returns” at activity

level and segmental reporting in a granular manner. Data flow of MIS would be a

facilitator in accurate reporting and financial statements prepared from such data

as the basis would reflect a “true and fair” picture of the financial position of the

entity. Preparatory work in this regard would enable us to counter a basic

challenge in our effort towards IFRS convergence.

xiii) The issue of “Ethical Standards” which are of critical importance in the field

of accountancy where users rely heavily on the statements made by accounting

professionals. Maintaining ethical standards and values is a key part of financial

reporting. Without a strong code of ethics and adherence to those ethics, financial

reporting would fail to inspire and ensure public and investor confidence in

entities. Thus, along with high levels of technical competence, accounting

professionals also need to have unquestionable and impeccable professional

integrity. Therefore, professional bodies have codes of ethics for their members

and disciplinary procedures for those who infringe upon these rules. However,

one of the causes of the recent financial crisis was also the poor adherence to

ethics by some accounting professionals who exploited “form over substance”,

rather than “substance over form” to hide weaknesses in their financial position

and misstate profits.
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xiv) Another challenge is adaptability and compatibility of existing IT solutions

used by manufacturing firm to the new requirements imposed by IFRS

convergence is also a major challenge. Software which has been written keeping

in mind Tanzania GAAP requirements may have to be modified substantially to

incorporate features of IFRS requirements. Similarly, compatibility between

software and hardware would have to be addressed to take care of the new

requirement.

2.5 The Hypotheses

These are constructed considering the associations between the variables or elements

mentioned above in analytical framework. These variables are lack of professional

staff caused by economic problem, poor management support toward complying with

international standards,  lack of practical knowledge and access technology like the

need to use broadband internet services in preparation of financial statement and

culture and attitude of business towards the use of IFRSs is regarded  overly

complex. These circumstances may lead to poor performance and also poor

presentation of financial statement in accordance with international standards in

manufacturing firm in Tanzania.

The elements or variables include independent variables, dependent variables and

intermediate variables. The relationship between variables are Poor performance and

poor presentation of financial statements is caused by lack of professional staff, the

uses of inappropriate accounting standards in the preparation of financial statements.

The Economic problem is independent variable The decision to adopt IFRS can be

analyzed as a decision to adopt a product with network effects. To see this, note that

a standard like IFRS is likely to be more appealing to a country if other countries

choose to adopt it as well. This suggests we can use insights from the economic

theory of networks to develop hypotheses on why countries or manufacturing firm

choose to adopt IFRS.

Economic Value of IFRS

The net economic value of IFRS to a country is arising out of two factors:
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(i) The value from having a shared body of accounting standards; and (ii) the

relative quality of local governance institutions. We discuss these two

factors in greater detail below.

The value from having a shared body of accounting standards: IFRS are developed

specifically for wide international use. Proponents of IFRS argue that by adopting a

common body of international standards, countries can expect to lower the cost of

information processing and auditing to capital market participants (Barth, 2007;

2008). More preparers, users, and auditors of financial reports can be expected to

become familiar with one common set of international accounting standards than

with various local accounting standards.

If the adoption of IFRS is expected to lower information costs to capital markets, we

expect countries more dependent on foreign capital and trade to value these

economic benefits more. Absent international accounting standards, foreign investors

must incur costs of becoming familiar with domestic accounting practices. These

costs are likely to be passed on (at least in part) to the investment-destination

country.

If adopting IFRS is expected to lower such costs, then we can expect countries that

are dependent on foreign capital to do so. Similarly, countries where foreign trade is

an important part of the economy can be expected to adopt IFRS. Related to the point

above, it can be argued that countries choose to adopt IFRS when they expect to

increase the share of foreign capital in their economy: expected foreign involvement

in an economy can make current adoption of international standards more attractive.

In this sense, even countries with low levels of foreign capital and trade can choose

to adopt IFRS if they are expecting growth in those factors.

Adopting IFRS to lower information costs is conceptually distinct from adopting

IFRS due to its “network benefits.” Conceptually, “network benefits” refer to idea

that IFRS becomes more appealing as more countries adopt it whereas adopting

IFRS to lower information costs refer to the standards’ potential “platform benefits.”

Culture politics and altitude: In addition to country-level power politics, the

perception of IFRS  is likely to affect the international standards’ acceptance in a
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country that are culturally more  accepting of international accounting standards can

be more politically feasible.

2.6 Operational Definitions

As the topic concern (Impact of adoption of International Financial Reporting

Standards (IFRSs) in preparation of quality financial statement in beverage

manufacturing firms). The difficulties facing beverage manufacturing firms on

complying with international financial reporting standards can be measured through

the research questions. These questions provide the variables which show at what

degree the IFRSs is applicable.

The first question will affirm that the IFRSs is existing in the organization, and the

second question will indicate how difficulty in its adoption. The second question will

give the variables such as number of difficulties and who face those difficulties.

Through all five questions the researcher will be able to identify the importance of

IFRSs, who should be aware of IFRSs and in which basis the organization or any

other organization should present and reporting the financial statements.

2.7 Purposes of Financial Statements

Financial Statements are structured for presentation of the financial position and

financial performance of an entity. The objective of the general purpose financial

statements is to provide information about the financial position range of users in

making economic decisions. Financial Statements also provide information about an

entity`s:

(a) Assets

(b) Liabilities

(c) Income and expenses, including gains and losses

(d) Other changes in equity and

(f) Cash flows

This information along with other information in the notes assists users of financial

statements in predicting the entity`s future cash flows and in particular their timing

certainty. The users include investors, employees, lenders, suppliers and other trade
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creditors, customers, government and their agencies and public. Government and

their agencies are interested in the allocation of resources and there for activities of

the entities. They also require information to regulate activities of the entities,

determine tax policy and a basis for national income and similar statistics. [Cairns,

(1995), pg. 77].

2.8 Components of Financial Statements

A complete set of financial statements comprises of the followings

a) A Statement of Affairs

b) An income statement

c) A statement of changes in equity showing either ;

(i) All changes in equity or

(ii) Changes in equity other than those arising from transaction with

equity holders acting in their capacity as equity holders.

d) A cash flow statement; and

e) Notes comprising a summary of significant accounting policies and other

explanatory notes [ David and Simon ( 2006 ), pg 503 ]

2.9 Fair Presentation and Compliance with IFRSs

Financial statements shall present fairly the financial position, financial performance

and cash flows of an entity. Fair presentation requires the faith full representation of

the effects of transactions other events and conditions in accordance with the

definitions and recognition criteria for assets, liabilities, income and expenses set out

in the framework. The application of IFRSs with additional disclosure when

necessary is presumed to result in financial statements that achieve fair presentation

(IAS 1).

An entity whose financial statement complies with IFRSs shall make an explicit and

unreserved statement of such compliance in the notes. Financial statement shall not

be described as complying with IFRSs unless they comply with all the requirements

of IFRSs (IFRS 2004, pg. 565).
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The financial statements should be clearly identified and distinguished from other

statements. Each element of the financial statement should be clearly identified and

stating:-

(i) The name of reporting enterprise;

(ii) Whether the statements are for an individual enterprise or for a group of

entities;

(iii)The balance sheet date or the period covered;

(iv)The presentation currency;

(v) The level of precision

2.10 Qualitative Characteristics of Financial Statements

Peter Walton et al, (1998) p. 37 describe the four principles of qualitative

characteristics of useful financial information. These are:

i) Relevance

ii) Understandability

iii) Comparability

iv) Reliability

2.10.1 Relevance

Information has the quality of relevance when it influences the economic decisions

of users by helping them to evaluate past, present or future events or confirming, or

correcting their past evaluations. Predictive and confirmatory roles of information are

interrelated. Asset can predict the ability to undertake new investments, the same

information can confirm past predictions about the outcome of planned operations.

Past financial position and performance can serve to predict the future financial

position and performance, dividend, wage payments; security price movements and

the ability of the entity to meet its commitments as they fall due. Relevance is

affected by the nature and materiality of information, e.g. the amount of inventory

held in each of the main categories that are appropriate to the business. An item that

is immaterial will not a user`s decision. Information is material if its omission or

misstatement could influence the economic decision of users taken on the basis of the

financial statements.
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2.10.2 Understandability

Information should be presented in a way that is readily understandable by users who

have a reasonable knowledge of business and economic activities and accounting and

who are willing to study the information diligently [IAS PLUS-Framework

paragraph 25]

2.10.3 Comparability

Users must be able to compare the financial statements of an enterprise over time so

that they can identify trends in its financial position and performance. Users must

also be able to compare the financial of different enterprises. Disclosure of

accounting policies is essential for comparability [IAS PLUS-Frame work paragraph

39-42]

2.10.4 Reliability

Information in the financial statements is reliable if it is free from material error and

bias and can be depended upon by users to represent events and transactions

faithfully. Information is not reliable when it is purposely designed to influence

users’ decisions in a particular direction [IAS PLUS-Frame work paragraph 31-32]

Reliability is affected by the use of estimates and by uncertainties associated with

items recognized and measured in financial statements. These uncertainties are dealt

with, in part, by disclosure and, in part, by exercising prudence in preparing financial

statements. Prudence is the inclusion of a degree of caution in the exercise of the

judgments needed in making the estimates required under conditions of uncertainty,

such that assets or income are not overstated and liabilities or expenses are not

understated.

However prudence can only be exercised within the context of the other qualitative

characteristics in the frame work, particularly relevance and the faithful

representation of transactions in financial statements. Prudence does not justify

deliberate overstatement or liabilities or deliberate understatement of assets or

income, because the financial statements would not be neutral and, therefore, not

have the quality of reliability [IAS PLUS-Frame work paragraph 36-37]
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2.11 Presentation of Statement under IFRS

The financial statement under IFRS is presented a bit different from the previous

standards. These new Presentation of financial statement is a proposal by a joint

committee of the key regulators involved in the international standards — the U.S.

Federal Accounting Standards Board (FASB) and the International Accounting

Standards Board (IASB). In October 2008 the committee released the changes to new

financial statement presentation. The public has up until April 14, 2009, to comment

on the proposal, after which it will become an exposure draft and then move to

become a new financial reporting standard.

The two regulatory boards were proposing a new look and feel to the statements,

consistent with their objective of:

Improving financial report and providing better information to the users of financial

statements. The discussion explains “how an entity presents information in its

financial statements is vitally important because financial statements are a central

feature of financial reporting, a principal means of communicating financial

information to those outside an entity. The Boards contend that the existing

presentation guidelines make it difficult to understand the relationship between

financial statements and that information in different statements is inconsistently

presented.

These factors make it difficult to properly assess the financial health of an

organization. There are three objectives associated with the change. Information

should be presented in the financial statements in a manner that:

(i) Portrays a cohesive financial picture of an entity’s activities. A cohesive

financial picture means that the relationship between items across financial

statements is clear and that an entity’s financial statements complement each

other as much as possible.

(ii) Disaggregates information so that it is useful in predicting an entity’s future

cash flows.

(iii)Helps users assess an entity’s liquidity and financial Flexibility.
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Changes of financial statement names

The financial statements will have new names: an income statement will now be

called a “Statement of Comprehensive Income” and a balance sheet will be called a

“Statement of Financial Position.” The required statement of retained earnings will

be replaced by a “Statement of Changes in Shareholder’s Equity”

There is also a new statement reconciling net income to cash flow which must be

included in the financial statement notes.

Table 2.1New name under IFRS

Previous name New name under IFRS
Income statement Statement of comprehensive income

Balance sheet Statement of financial position

Statement of retained earning Statement of change in equity

Statement of cash flow Statement of cash flow

Source; International Financial Reporting Standards (IFRS):

The new balance sheet (Statement of Financial Position)

The biggest difference with the new format of the Statement of Financial Position

(balance sheet) is that at first glance, it isn’t obvious that assets balance to liabilities

plus equity. The traditional balance sheet shows assets on the left side with liabilities

and equity on the right, having identical totals on both sides. The new format does

not separate assets and liabilities into distinct sections. Instead, assets and liabilities

are netted together in each of the sections of the statement of Financial Position.

Totals for short-term and long-term assets in each section of the statement are

optional. A firm must disclose the totals for short-term, long-term, and total assets

and liabilities but they can do so either in the statement or in the notes to the financial

statements. There is no familiar total for liabilities plus equity. Underlying the

presentation format, the balance sheet still balances.

Source; International Financial Reporting Standards (IFRS):
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The new income statement (Statement of Comprehensive Income)

The Statement of Comprehensive Income is similar to today’s income statement in

that it calculates a subtotal for net income and then has a section for other

comprehensive income (OCI).

However, everything above net income is divided into the same categories that the

balance sheet is classified in an operating section, an investing section, a financing

section, income taxes, and discontinued operations. Within the OCI section, the

entity must indicate to which category (operating, investing, or financing) the actual

line items relate to. Line items are further identified by function and then nature. For

example, cost of goods sold must be further subdivided into materials costs, labour

costs, and overhead.

Details for general and administrative expenses must also be disclosed. If these

guidelines result in too lengthy of a statement, the entity can summarize the

statement, but they must still present the details in the financial statement notes.

Source; International Financial Reporting Standards (IFRS):

The new cash flow statement

The Cash Flow Statement is the only statement that will retain its existing name. Its

format is similar to today’s format, but there is one significant change — the indirect

method of reporting cash flow will no longer be allowed. Current GAAP allows

entities to report cash flow using either a direct or an indirect method. The direct

method reports cash changes based on how much cash is paid for or received as a

result of various activities; the indirect method starts with income and making

adjustments to arrive at cash flow.

Most organizations opt to report under the indirect method since information for this

format is usually more easily available from their accounting systems. A second

major change is that there are no more cash equivalents. The statement reports only

on changes in cash. Instead of eliminating the need to reconcile net income to cash

flow using the indirect method, the regulators recognize that such reconciliation

provides valuable information to financial statement users and therefore require a

new Source; International Financial Reporting Standards (IFRS):
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2.12 Historical Development of IFRS

For over three decades, the United Nations has contributed to global efforts aimed at

promoting comparable and reliable corporate reports. In 1973, the Secretary-General

of the United Nations convened a group of eminent persons that recommended the

creation of an internationally comparable system of standardized accounting and

reporting. After a series of deliberations on this issue, the Economic and Social

Council of the United Nations established the Intergovernmental Working Group of

Experts on International Standards of Accounting and Reporting (ISAR) in October

1982 by resolution 1982/67.

The need for a global set of high-quality financial reporting standards has long been

apparent. The process of international convergence towards a global set of standards

started in 1973 when 16 professional accountancy bodies from Australia, Canada,

France, Germany, Japan, Mexico, the Netherlands, the United Kingdom and the

United States of America agreed to form the International Accounting Standards

Committee (IASC), which in 2001 was reorganized into the International Accounting

Standards Board (IASB). The IASB develops global standards and related

interpretations that are collectively known as international financial reporting

standards (IFRS).

Since the adoption of international standards, there have been various benefits. There

has been enhanced comparability of financial statements and the provision of better

financial information that facilitates analysis and decision-making by various users.

The stock market has witnessed increased activity and there have also been more

cross-border investments. The use of international reporting and auditing standards

provides safeguards to the public and generally increases public confidence in

financial reporting. There has been increased reliance by the regulators on financial

reports which provide them a fairly reliable oversight mechanism.

Source: Cairns, D. (1995), A Guide to Applying International Accounting Standards,

Institute`s Publisher, Great Britain.
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2.13 Adoption of IFRS challenges factors leading to effective adoption of IFRS

The researcher has theorized or made a logical sense of the relationship among the

several factors identified as the important to the problem of non-compliance with

IFRS. The most of industrial companies in Tanzania as manufacturing company as

my case study mentioned here have some challenges in financial reporting systems.

The financial reporting systems have to be nimble and amenable to change so that

finance professionals can respond to investor and analyst inquiries with confidence.

Most companies are able to adopt a new accounting standard, but a truly successful

transition depends on a company’s ability to provide full audit trails, variance

analyses, and reconciliations of prior standards to satisfy internal and external

inquiries. Source; Ramanna, K. and Sletten, E. (2009). Why do countries adopt

International Financial Reporting Standards.

The following are challenges in complying with IFRSs

Whether the challenges in adopting (non-compliance) with IFRS in manufacturing

firms are caused by the fact that the management of these firms do not recognize the

immediate benefit of the IFRS since there are no instantaneous benefit the company

are getting from adaption of IFRS

Is due to economic problem which face most of the  manufacturing firm  this means

that company has inability to employ qualified accountant whose remuneration is

higher compared to unqualified accountant and  need to be updating them

continuously with IFRS through seminar or workshop which are also expensive since

changes of IFRS are constantly that need accountant to be updated

Sometimes the challenges of complying with IFRSs in the manufacturing company is

due to the fact that there are no legal penalties enactment making those company

mandatory to comply with IFRS as it is with other laws where there are legal acts

like penalties and other acts which may make effortlessly and necessary to comply

with international standards in reporting financial statements.
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Strategic planning is also the challengers in complying. Since the introduction of

IFRS, proliferating standards in global reporting have affected more than how

companies integrate and report data. From a strategic standpoint, management must

continue to plan for different business scenarios, carry out business sensitivity

analysis, and adjust inputs and assumptions based on strategic goals.

Another challenge the manufacturing firm face in complying with the need of IFRS

as well as multiple GAAP guidelines, company strategists must determine how

different standards will affect the reported results of business decisions. Strategic

decisions about how to allocate capital, how to structure debt, and whether to acquire

or divest assets could be all complicated by differing reported results.

Discrepancies can occur between reports based on IFRS and those based on local

GAAP simply because of a change in accounting policy or in the method of

measurement. Therefore, as companies attempt to implement IFRS, they are

constantly calculating and recalculating management and statutory accounts to

quantify the potential impact of the new standards. In addition, companies are

spending considerable effort attempting to reconcile results achieved with different

standards, and to tease out the reasons for the differences so that they can explain the

effect the standards have on reported results.

These practical challenges relate to the coherence of the regulatory framework and

the state of preparation of relevant institutions, enforcement and technical capacity.

Many member States, particularly developing countries and countries with

economies in transition, lack a critical mass of competent accountants and auditors

capable of applying highly sophisticated and voluminous global standards such as

IFRS.

In general, training materials on IFRS are scarce, particularly in languages other than

English. Furthermore, proper application of certain measurement requirements in

IFRS requires input from competent professionals in other areas such as actuary,

property valuation and others. Lack of technical capacity poses a significant barrier

to the successful implementation of IFRS.
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Culture and attitude of business towards the use of IFRSs in the manufacturing

company is also a challenge as the companies regard the IFRSs accounting principles

as overly complex.

(i) Lack of reference materials in many manufacturing companies like literature

is other key challenge in adaptation of IFRS in Tanzania.

(ii) Lack of practical knowledge and access technology like the need to use

broadband internet services in preparation of financial statement is also

challenge in complying with international financial standards.

(iii)Lack of adequate data results in absence of information on “returns” at

activity level and segmental reporting in a granular manner. Data flow of MIS

would be a facilitator in accurate reporting and financial statements prepared

from such data as the basis would reflect a “true and fair” picture of the

financial position of the entity. Preparatory work in this regard would enable

us to counter a basic challenge in our effort towards IFRS convergence.

The issue of “Ethical Standards” which are of critical importance in the field of

accountancy where users rely heavily on the statements made by accounting

professionals. Maintaining ethical standards and values is a key part of financial

reporting. Without a strong code of ethics and adherence to those ethics, financial

reporting would fail to inspire and ensure public and investor confidence in entities

exploited “form over substance”, rather than “substance over form” to hide

weaknesses in their financial position and misstate profits.

Another challenge is adaptability and compatibility of existing IT solutions used by

manufacturing firm to the new requirements imposed by IFRS convergence is also a

major challenge. Software which has been written keeping in mind Tanzania GAAP

requirements may have to be modified substantially to incorporate features of IFRS

requirements. Similarly, compatibility between software and hardware would have to

be addressed to take care of the new requirement.

Source; Ramanna and Sletten (2009). Why do countries adopt International

Financial Reporting Standards.
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2.13 Adoption of IFRS in Tanzania

Tanzania is at Stage IV of adopting IFRS, which is the last stage of adoption. Listed

and non- listed companies are required to use IFRS when preparing for their financial

statements. The National Board of Accountants and Auditors (NBAA) has a legal

mandate to set accounting and auditing standards in Tanzania. The NBAA adopted

wholesale IFRS and IAS as national standards in effect July 1, 2004. No

implementation guidelines were issued.

However, a couple of additional local standards that do not counterpart with

international standards are still remained in use. In particular, Tanzania Financial

Accounting Standard (TFAS) and Tanzania Statements of Recommended Practice

(TSRP) are continued in force by the Board.

Source; National Board of Accountants and Auditors (NBAA)guideline on IFRS

2004

2.14 Presentation of Financial statement at Coca-Cola

a) Historical Background of (Coca-Cola Kwanza Ltd)

Immersed in nearly 70 years of rich history, Coca-Cola Sabco has grown into a

multinational organization that prides itself in its people and its products.  Today,

Coca-Cola Sabco serves the beverage needs of over 240 million consumers across its

12 territories in Africa and Asia and continues to grow along its journey to becoming

the best Coca-Cola bottler in the world. Coca-Cola kwanza ltd is among twelve

territories located in Dar es Salaam Tanzania

It is a carbonated soft drink bottler established in 1976 at Keko Mwanga before

shifting to Mikocheni light industrial area in early 1992. The seeds of Coca-Cola

Kwanza (CCK) were sown on a warm Christmas Eve in 1976, when the first Coca-

Cola bottled in the east African country rolled off the production lines. Then called

Tanganyika Bottlers, it was owned by Greek businessman ArisCassolis, The country
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gained independence in 1961 and changed its name to Tanzania in 1964 therefore

also the bottler name was changed to Tanzania Bottlers.

In 1995, when Coca-Cola Sabco became the majority shareholder in Tanzania

Bottlers Ltd, the company’s name again evolved to become Kwanza Bottlers,

(meaning ‘first’ in Swahili), and later Coca-Cola Kwanza (CCK).

It mainly deals with production of carbonated soda such as Coke, Fanta, Sprite etc

but also deals with Water (Dasani water) as well as energy drink (Burn) and

Appetizers. The average number of employees is 702 whom work in different

competencies.

Its average Annual Sales lies between 26mil-30mil unit cases (Liquid measured in

liters). The sales region for Coca-Cola Kwanza includes Dar-es salaam, Morogoro,

Tanga, Dodoma, Mtwara, and Lindi. Apart from doing local business Coca-Cola

kwanza also deals with international trade of exporting Dasani water to

Mozambique, buying cans and appetizers from South Africa, Purchase of

concentrates from Conco Company situated in Lesotho, also Coca-Cola Kwanza

purchases sugar as raw materials from United Kingdom. [www.ccsabco.com]

The mission of Coca-Cola kwanza ltd is to ensure that everyone touched by business

been provided with passion and focus, the right refreshment, at the right price, in the

right place. To create an environment where people are passionate about organization

performance

Which are based on:

Integrity: Be honest, open & sincere.

Individual Initiative: Take pro-active steps to drive performance.

Customer Value: Exceed customer expectations & add value to Customers’

businesses.

Teamwork: Work with & support colleagues to raise overall performance.

People Development: Realizes employee potential through training & development.

Mutual Trust & Respect: Treat each other with respect & dignity, & earn trust.
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Commitment: Be accountable & do as you say.

On top of all mentioned above Coca-Cola kwanza Ltd ensures that the company

policies and regulation comply with international financial reporting standards since

its business operates globally.

Source; [Coca-Cola kwanza Ltd Newspaper-9 (1996 pg. 34], www.ccsabco.com

(b)Presentation of Financial statement at Coca-Cola

The CCK has been grown various stages in adopting the IFRSs. The latest financial

statement of 31 December 2011 at CCK has gone the following changes in

accounting policy and disclosures.

i) New and amended standards adopted.

The amendments to existing standards below are relevant to the company’s

operations:

Standard Title

IAS 1 Presentation of financial statements

IAS 24 Related party disclosures

IFRS 7 Financial Instruments: Disclosures

Source; IAS1,IAS 24 and  IFRS 7.

The amendment to IAS 1, ‘Presentation of financial statements’ is part of the 2010

Annual improvements and clarifies that an entity shall present an analysis of other

comprehensive income for each component of equity, either in the statement of

changes in equity or in the notes to the financial statements. The application of this

amendment has no significant impact as the Company was already disclosing the

analysis of other comprehensive income in its statement of changes in equity.

The amendment to IAS 24 ‘Related party disclosures’ clarifies and simplifies the

definition of a related party and removes the requirement for government-related

entities to disclose details of all transactions with the government and other

government-related entities. The amended definition means that some entities will be

required to make additional disclosures, e.g., an entity that is controlled by an
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individual that is part of the key management personnel of another entity is now

required to disclose transactions with that second entity. The application of this

amendment has no significant impact on the company as it is neither controlled by an

individual nor it is government related.

The amendment to IFRS 7, ‘Financial Instruments-Disclosures’ are part of the 2010

Annual Improvements and emphasizes the interaction between quantitative and

qualitative disclosures about the nature and extent of risks associated with financial

instruments. The amendment has also removed the requirement to disclose the

followings;

a) Maximum exposure to credit risk if the carrying amount best represents the

maximum exposure to credit risk;

b) Fair value of collaterals; and

c) Renegotiated assets that would otherwise be past due but not impaired.

Other amendments and interpretations to standards became mandatory for the year

beginning 1 January 2011 but had no significant effect on the Company‘s financial

statements. Source; IAS 1,IAS 24,IFRS 7

ii) Standards, amendments and interpretations to existing that are not yet

Effective and have not been early adopted by the Company

Numerous new standards, amendments and interpretations to existing standards have

been issued but are not yet effective. Below is the list of new standards and

amendment to an existing standard that are likely to be relevant to the Company.

However, the directors are yet to assess the impact on the Company’s operations.

Standard Title Applicable for financial

Years beginning on/after

IAS 19 Amendment Employee benefits 1 January 2013

IFRS 9 Financial instruments 1 January 2015

IFRS 13 Fair value measurement 1 January 2013

IAS 19, Employee benefits: The impact on the Company will be as follows: to

eliminate the corridor approach and recognize all actuarial gains and losses in other

comprehensive income as the occur to immediately recognize all past service costs;
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and to replace interest cost and expected return on plan assets with a net interest

amount that is calculated by applying the discount rate to the net defined benefit

liability (asset). The Company has yet to assess the full impact of this amendment.

IFRS 9, ‘financial instruments: IFRS 9 was issued in November 2009 and October

2010 and replaces those parts of IAS 39 relating to the classification and

measurement of financial instruments.

IFRS 9 requires financial assets to be classified into two measurement categories:

those measured as at fair value and those measured at amortized cost.

For financial liabilities, the standard retains most of the IAS 39 requirements. The

main change is that, in cases where the fair value option is taken for financial

liabilities, the part of a fair value change due to an entity’s own credit risk is recorded

in other comprehensive income rather than in profit or loss, unless this creates and

accounting mismatch. The Company is yet to assess IFRS 9’s full impact and intends

to adopt IFRS 9 no later than the accounting period beginning on or after 1 January

2015.

IFRS 13, ‘Fair value measurement: IFRS 13 aims to improve consistency and

reduce complexity by providing a precise definition of fair value and a single source

of fair value measurement and disclosure requirements for use across all IFRSs. The

company is yet to assess IFRS 13s full impact.

There are no other IFRS or IFRIC interpretations that are not yet effective that would

be expected to have a material impact on the Company.

Source; IFRS 9,IFRS 13,IAS 19



30

CHAPTER THREE

RESEARCH METHODOLOGY AND DESIGN

3.1 Introduction

This chapter is composed of research design, data collection strategy, population,

sample, type and source of data and data collection. It also presents data analyses and

decision criterion, conclusion and the research budget.

3.2 Research Design

A research design is the arrangement of conditions after collection and analysis of

data in a manner that it aims at combining relevance to the research purpose with

economy in procedure. Source; Dawson, (2002), Practical Research Methods

However I preferred case study design because it gave details of type of data to be

collected and techniques were used in data collection, it constitutes the blueprint for

the collection, measurement and analysis of data.

The case study was thought to be an appropriate to answer “how and why” questions.

The case study was suitable for practical problems, which often were problem

centered,   small scaled and entrepreneurial. The main advantage of case study

project was its ability to draw information from many different sources such as

interviews, observations and historical data. For the purpose of this dissertation the

single case study strategy was the perfect approach.  Since the adoption of IFRSs was

a very wide topic, the main methodology that was adopted, was in the case study that

was CCK company ltd design, because it enabled a researcher to obtain detailed and

in depth data.

A common reason given for doing this was that case studies can illuminate the

general by looking at the particular.

3.3 Data Collection Techniques

This study had adopted quantitative approach and qualitative approach. The

quantitative approach was used especially when I was using the closing questions.

The main objective was to examine the challenges on adopting the IFRSs at CCK.

The qualitative approach was chosen due to the following reasons;
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(i) It was very flexible in research design and data collection, and

(ii) It allowed researcher to gather large descriptive data, which gave the context

of the experience.

3.3.1 Population (Units of Experiment) Inquiring

The population for the study was originated from different departments and Sections

Departments such as Accounting, Internal audit, human resources, sales marketing

and corporate affair. However the researcher decided to take sample at finance

departments and used sales marketing section to obtain the customers information in

the perspective of their opinion on products and services.

3.3.2 Sampling Techniques

Judgmental sampling was the technique which was used to select CCK staff on the

basis of their duties, availability, position and willingness to respond in order to

obtain required information. Sampling in qualitative research was purposeful done

with the aim of gaining different views of understanding the problem under

investigation and in quantitative to quantify the variables.

3.3.3 Sample Size

The sample size that was chosen was categorized into two main groups;

Namely are all staff members in finance department and two staff from sales

marketing department to assist researcher to obtain data from the customers. Sample

was 13% of all staff at CCK Ltd which is equivalent to 42% of the staff who should

be aware of IFRSs.

3.3.4 Types of Data Collected

The study collected both primary and secondary data.

i) Primary data

Primary data is the data collected by the researcher themselves.

Primary data is collected specifically to address the problem in question and is

conducted by the decision maker.
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These data were collected by using interviews and questionnaires that were

contracted to the staff of finance department and questionnaires used to customers by

assistance of sales marketing department in the manufacturing firm.

ii) Secondary data

Secondary data is information that has already been collected and is usually available

in published or electronic form. Secondary data has often been collected, analyzed,

and organized with a specific purpose in mind, so it may have limited applications to

specific market research. The advantages of using secondary data for market research

include both cost and time savings.

These were data that were collected and passed through statistical processes (White,

2000). The study collected information by passing in finance department for official

records of the firm such as files, manuals, journals, financial statements, monthly

report, internet searching and annual reports. In this research, the most used data

were financial statements of CCK Ltd from the year 2003-2012, researches done on

IFRSs, books and articles in the internet.

3.3.5 Data Collection methods

The methods that were used in the study include the following;

(a) Observation

The study observed very carefully the whole process of financial statements

preparation and presentations, from the initial stages to the final stages, and

sometime the researcher will participate fully (participant observation) in the

operations. Also non-participant observation (overt and covert) was applied in the

study with much emphasis on covert observation because when people know they are

being observed, they behave and / or act differently.

(b) Questionnaires

Researcher prepared a list of semi structured and unstructured questions with closed

questions and open-ended questions that were presented to respondents. Also rating

scales, and forced choice items were used in the study.

i) Closed questionnaire

These offered limited scope for response. They were of `Yes/ No `variety.
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ii) Rating scales

These required respondents to indicate a degree of preference or agreement from a

limited range of choices e. g – strongly agree, agree, disagree, etc.

iii) Forced choices items

These set out a possible range of responses, from which respondents then choose.

They are generally used to obtain factual information.

(c)Analysis of documents

Here, the study collected information by passing through different official records

made available by the management, for instance, audited accounts, brochures,

journals, daily reports, government publications and annual reports.

(d) Interviews

Sample was chosen randomly from finance department in the manufacturing firm

The study also conducted personal interview with manufacturing firm’s staff in

finance department whereby sources of the information depended on the personal

understanding of IFRSs. Source; Dawson, Catherine, (2002), Practical Research

Methods.
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Figure 3.1A framework on data collection strategy

Variables Indicators Type of data Carrier of data

i). Quality
staff

Awareness of IRFS Interview finance
staff

Finance staff

ii).
Professional
accountant
with CPA

a). Knowledge and skills in using
and preparation of financial
statements
b). preparation and presentation of
financial statement in compliance
with IFRS
c).availability and documentation of
information

a). Journals
b). financial
statements

Professional staff
in finance

iii).Regular
auditing

a). Awareness of reporting
standards
b). true and fair report

Audited report
Statement of
comprehensive
income
Statement of cash
flow
Statement of
financial position
Statement of change
in equity

Professional
accountants

iv).
Eminence
technology

a). Ability to use computer system
b). Availability of information
system
c). availability of information
technology department
d).understanding and use of
software and hardware in the
preparation of financial statements

Computerized report Professional staff

3.4 Data analyses strategy and decision criterion

Data collected and information obtained were assembled and checked to ensure

completeness, accuracy clarity and uniformity. This facilitated proper recording and

enabling the researcher to discover whether the collected data were in line with the

research objectives.

Qualitative data were coded and quantified for easy interpretation and analyzed by

using descriptive statistics such as tables, graphs, rates and percentages. It was the

expectation of the researcher that this data analysis method allowed to arrive at

plausible conclusions and recommendations and open a ground for further

researches.
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CHAPTER FOUR

PRESENTATION AND DISCUSSION OF FINDINGS

4.1 Introduction

In this chapter, the findings regarding the challenges facing the adoption of IFRSs in

manufacturing firms in Tanzania, the case study of Coca-Cola Kwanza Ltd has been

presented, analyzed, and discussed. The findings represented in a sequence according

to the research objectives and research questions posed in chapter one.

The conceptual framework based on the adoption of IFRSs in the improvement on

writing the financial accounting in the manufacturing firms. Variables guide the

analysis and discussion of the findings. The variables also derived a researcher to

give the general characteristics of Coca-Cola Kwanza Ltd surveyed in the study and

represent analysis of independent variables where different independent variables

have been presented in relation to improvement on adoption of IFRSs in the

manufacturing firms.

4.2 Characteristics of the Coca-Cola Kwanza Survey

4.2.1 Sample Distribution by Finance Department’s sections

The sample Coca-Cola Kwanza Ltd staff position surveyed in the table 4.1 evidence

indicates that 100% of the staffs were from finance department.

Table 4.1 Section distribution of Coca cola Kwanza Staff in Finance
Department

Section Frequency Percent Valid Percent
1 Account Services 4 16 16
2 Audit 2 8 8
3 Account Payable 5 20 20
4 Account Receivable 10 40 40
5 Costing 4 16 16

Total 25 100.0 100.0
Source: Study findings 2013
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The above table 4.1 evidence indicates that 100% of the staffs surveyed were from

finance department.

4.2.2 Sample Distribution by duration of being employed by CCK

The sample CCK staff surveyed in the table 4.2, evidence indicates that 32% of the

staffs were between 3 years and above in the employment while 44% were between

1-3 years on the employment and 24% were less than one year.

Table 4.2 Work experience distribution of CCK finance staff

Work Experiences Frequency Percent Valid Percent
Less than 1 year 6 24 24
1 to 3 years 11 44 44
Over 3 years 8 32 32
Total 25 100 100

Source: Study findings 2013

The table above shows that group of between 1-3 years covers the major percentage

by 44%. At this range there is a good knowledge about the IFRSs’ presentation.

Whereby, the trend of awareness of IFRSs is well known by this group of staff,

because it is the group that has been employed when the manufacturing firms were

looking for the staffs that were already aware of IFRSs. While group of more than 3

years have greater experience and self-confidence but the knowledge of IFRSs was

gained through training and a group of less than 1 year has no greater experience on

the manufacturing firms concerning the adoption of IFRSs. This information was

important to the researcher to make a good conclusion on the findings given by

considering the experience of the interviewed staff.

4.2.3 Knowledge about the International Financial Reporting Standards

Table 4.3 represents the distribution about the knowledge of the staff whether the

CCK apply the IFRSs or not. The information was important to the researcher to see

whether the staffs understand about the CCK compliance of IFRSs and to know

whether they have the knowledge of the standards so as to be able to make
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recommendation of the type of intervention such as training that could assist them to

improve their understanding on the IFRSs. It was important information in assessing

whether or not there some people who have been excluded themselves from getting

the knowledge of IFRSs due either to the negative perception of the standards or to

the type of their profession and carrier.

Table 4.3 The staff responses on whether the CCK apply the IFRSs

Response Frequency Percent Valid Percent
Yes 21 84 84
No 1 4 4

I do not know 3 12 12
Total 25 100.0 100.0

Source: Study findings, 2014

The tables show that 84% surveyed have awareness of whether the CCK applies

IFRSs, while 12% of the staffs had no awareness of the IFRSs. The 88% are those

who know the implication of IFRSs but 84% agree while 4% does not agree with

compliance. These results implied that some of the staffs have no knowledge because

of the nature of their qualification and therefore it was difficult for them to get such

knowledge of the standards. So there is a need to run short training of introduction of

the standards especially to all finance staffs, and head of other departments.

4.3 Challenges Faced In Adoption of IFRSs

4.3.1 Distribution of challenges faced in adoption of IFRSs

The researcher questioned the 25 staffs at finance department and came with the

following responses.

Table 4.5 Challenges in Adoption of IFRSs at CCK Ltd

Response Frequency Percent Valid Percent

Yes 22 88 88

No 0 0 0

I do not know 3 12 12

Total 25 100.0 100.0

Source: Study Findings 2014



38

The table 4.5 indicates that most of the respondents showed that there were

challenges in the adoption of IFRSs. From the total staff surveyed 88% showed that

there were challenges in adoption of IFRSs while 12% did not know either there

were challenges or not, and no one say there is no challenge. These results implied

that the highest surveyed staffs face challenges on adopting the IFRSs. The staffs

who are actually not using the IFRSs in their day to day work do not know whether

there are challenges or not.

The staffs who showed that there were challenges on the adoption of IFRSs and

some of those challenges were: the standards were not clearly understood by the staff

especially IAS 32 and IAS 39 about Financial Instruments. Some IFRS standards

were not applicable in the developing countries like Tanzania, keeping the speed of

changes of IFRSs was also a challenge on adoption of IFRSs and also the staff had

low technical capabilities in the application of the standards. However most of the

staffs said that before adopting any stage of IFRSs, the board must sit to decide in

each step. For example, the financial report of 2012 shows that the IFRS 9 and IFRS

13 should be adopted by 2015 and 2013 respectively.

The survey was important to assist the researcher to identify the challenges on

adoption of IFRSs in Tanzania since Tanzania adopted whole the IFRSs. From this,

then the researcher could be able to make recommendation to the CCK on how they

may solve those challenges.

Table 4.6 Responses concerning Challenges Associated with Adoption of IFRSs

Respondent Not clearly
understood

Some IFRS
items have
no direct

application

Low
technol

ogy

Coping with
regular

changes in
IFRS

Ethical
Standards

Total

Accounting
services

0 2 0 1 1 4

Audit 0 0 0 1 1 2

Account
Payable

0 2 0 3 0 5

Account
Receivable

3 2 1 2 2 10

Costing 0 2 1 1 0 4

Total 3 8 2 8 4 25

Source: Study findings 2014
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The table above shows staffs that showed that there were challenges on the adoption

of IFRSs and some of those challenges were the standards were not clearly

understood by the staff especially IAS 32 and IAS 39 about Financial Instruments.

Some IFRS standards were not applicable in the developing countries like Tanzania,

and also the staff had low technical capabilities in the application of the standards

4.4 Measurement of Adoption of IFRSs in Manufacturing Firm

4.4.1 Measurement of the IFRSs adoption of the manufacturing firms.

The government decided to adopt whole the IFRSs basically in order to encourage

the investors of the companies to their capitals especially foreign investors.

Empirical evidence from CCK Ltd has demonstrated that the firm increased the

investment of amount of Tanzanian shillings 53 billion in this year 2013. That is to

say, the investment before 2010 compared to that of after 2010 it has been improved.

This was evidenced from the sample surveyed from CCK where by 76% of the staff

showed that the salaries have improved, fixed assets increased such as property and

machines compared to that before adoption. While 8% showed that there was no

improvement and the remaining 16% did not know of what have been improved.

These results showed that the adoption had a positive impact to the investors’

decision of the manufacturing firms.

The researcher has evidenced that those staff who have work experience of more

than one year these are group of 1-3 years and group of 3 years and above have seen

that there was an improvement but those with less than one year did not see that, and

this was simply because they had no experience on the investment trends of the

manufacturing firm. Among the improvements on adoption of IFRS highlighted by

the respondents are: the financial reports of the manufacturing firm are now

produced timely, some improvement could be noted in terms of the number sales per

day which have increased more than before adoption of IFRSs. There are also new

technologies employed by the firm such as SAP, whereby different staff can fill the

information related to their duties.
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This technology help the users to view different information immediately not

necessarily go to the physical files and books. This is demonstrated on the table 4.7

and table 4.8. This also has been positively supported by the data obtained from the

financial statements of the CCK as illustrated in the graph 4.1, - 4.4. Whereby the

financial performance before adoption (2004- 2009) had increased with low rate

compared to that of in those years after adoption (2010-2013) this demonstrated that

there were other factors other than the IFRSs application which tended to influence

the financial improvement. But as it was evidenced the equity increase in investment

in 2004-2009 is lower than the investment in the years 2010- 2013.

Table 4.7 Respondents views on impact of adoption of International Financial
Reporting Standards

Response Frequency Percent Valid Percent

IFRSs have impact to the investment 19 76 76

IFRSs have no impact to the investment 1 8 8

I don’t know 5 16 16

Total 25 100.0 100.0

Source: Study findings 2014

The table above shows the evidenced from the sample surveyed from CCK where by

76% of the staff showed that the salaries have improved, fixed assets increased such

as property and machines compared to that before adoption. While 8% showed that

there was no improvement and the remaining 16% did not know of what have been

improved.

Table 4.8 The extent the Manufacturing Firm Improved Investment

ITEMS 2004- 2009 2010-2013

New assets’ purchased Tshs.
131,698,427,000

Tshs.
220,295,717,000

Timely report worldwide accepted 90% 100%

Best produced products 91% 99%

Increased number of sales Tshs.(year 2009)
94,676,345,000

Tshs. (year 2013)
131,417,149,000

Increment in month salary 40% 62.5%

Source: Study findings 2014
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The table above shows that financial performance before adoption (2004- 2009) had

increased with low rate compared to that of in those years after adoption (2010-2013)

this demonstrated that there were other factors other than the IFRSs application

which tended to influence the financial improvement. But as it was evidenced the

equity increase in investment in 2004-2009 is lower than the investment in the years

2010- 2013.

Figure 4.1 Financial Income of CCK before Adoption of IFRSs

Source: Study findings 2014
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Figure 4.2 Financial Income of CCK after adoption of IFRSs

Source: Study findings 2014

The figure 4.1 above shows that financial performance before adoption (2004- 2009)

had increased with low rate compared to that of in those years after adoption in

figure 4.2 (2010-2012) this demonstrated that there were factors in the IFRSs

application which tended to influence the financial improvement. But as it was

evidenced the equity increase in income in 2004-2009 is lower than the income in the

years 2010- 2012.These factors led to increase in income after adoption of IFRS are

as follows;

Inventory Valuation Conventions

The treatment of inventory costing of TFASs allows the LIFO assumption, which

expenses the most recently purchased inventory (last in) as a cost of goods sold

expense first (first out), to be used for inventory costing. As prices tend to rise in

most industries, this practice results in a high cost of goods sold expense, thereby

depressing profits. Nonetheless, most of companies use the LIFO method because it

conveys tax advantages, and due to a unique “conformity rule” if the company uses

LIFO in tax accounting, it must also use the harsh method in financial accounting.

Under IFRS, LIFO is not allowed at all. Therefore through the use of IFRS all

companies will be forced to discontinue LIFO. While the result will be increased net

income, it will ultimately be a disadvantage to stakeholders because companies will
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be charged more corporate taxes. This tax penalty could be in the billions of money

for some large industrial firms and is seen as a major impediment to IFRS adoption.

Discretion in the Valuation of Assets.

IFRS gives management more discretion in the area of asset valuation as a whole

discretion that is also likely to increase company income. In the area of research and

development costs and the related area of homegrown intangible assets valuation,

IFRS is more generous than TFASs. IFRS allows development costs, but not basic

research costs, to be included in the company’s assets and, therefore, not expensed

against income. TFASs insists that all research and development costs are expensed,

except in extremely limited industry-specific circumstances. Therefore due to the use

of IFRS in valuation of asset has led to increase in income in CCK as shown in the

above graph.

Additionally, under TFASs writing assets down due to “impairment” (i.e., permanent

decreases in value), is a one-way process. Once written down, there is no way that an

asset can be written back up, even if economic or industry circumstances improve.

IFRS, on the other hand, does allow write-ups, and allows them to benefit income.

Moreover, under TFASs, an acquired asset can never be increased in value as a result

of market appreciation. IFRS allows assets to be written up in line with market

values, as long as the revaluation is carried out with regular frequency. However, the

increase in book value does not represent an increase in net income. With IFRS,

there is also flexibility in many areas of standard setting, whereby more than one

accounting treatment is allowed, although usually, only one treatment is described as

the preferred or “benchmark” treatment.

Effect on Income

In many areas, IFRS is less conservative than TFASs, meaning that it allows an

increase in the risk of overstating income in a company’s financial statements. IFRS

also allows more flexibility than TFASs and since bonus and stock option schemes

usually give managers incentives to increase income, this flexibility likely will be

used to increase income more often than it will be used to decrease income. It is

important to note that income is always an estimate, based on management

judgments such as the useful life of long-term assets, the expected losses from bad

debts, the expected costs of warranties, and the diminution of large assets such as the
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value of equipment and the value of accounting goodwill. It can be argued that the

income estimate under TFASs has no more intrinsic validity than the estimate under

IFRS. However, setting aside the question of intrinsic validity, it is fairly clear that

switching from TFASs to IFRS will lead to many companies reporting higher income

numbers, even while holding cash flows constant. As shown in the above graph CCK

income has increased after adoption of IFRS

Figure 4.3 Rate of Investment at CCK before adoption of IFRSs

Source: Study findings 2014
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Figure 4.4 Rate of Investment after adoption of IFRSs

Source: Study findings 2014

The figure 4.3 above shows that financial performance before adoption (2004- 2009)

had increased with low rate compared to that of in those years after adoption in

figure 4.4 below (2010-2013) this demonstrated that the IFRSs application which

tended to influence the financial improvement. But as it was evidenced the equity

increase in investment in 2004-2009 is lower than the investment in the years 2010-

2013after CCK adopting the use of IFRSs. The investment increased due to the

following factor.

Effects on Investors

IFRS would seem like great news for investors. But this is not the case.  Most of

companies were reporting two different income figures based on the same financial

year, that is, based on the same economic activity and cash flows. The question of

which income number is the “true” estimate of underlying profit is irrelevant to some

extent. Investors used to analyzing TFASs income will have to adjust and discount

IFRS figures: one additional dollar of IFRS profit indicates slightly lesser

incremental economic health and, if the underlying assumptions of accounting are

accepted, slightly lesser ability to pay down debt and pay dividends in the future than

one dollar of income calculated under TFASs.
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Apart from magnitude, the second useful facet of income numbers is change.

Earnings volatility, often minimized by earnings management techniques that are

legally dubious, is an important signal to investors of a company’s underlying health.

Annual income numbers should reflect the economic performance of the company in

that particular year. The TFASs often allowed companies wide latitude to manage

earnings and show a smooth pattern of earnings change from year to year that hid

changes in company performance investors may have wanted disclosed. Although

IFRS has substantially changed those practices, more latitude remains than under

TFASs.

This has a deleterious effect on how useful IFRS reports are to shareholders.

Research shows that IFRS reports, although more informative than TFASs reports,

are less informative than TFASs reports for the same firms, because IFRS reports

show smoother earnings, show less correlation between reported earnings and cash

flow, show less timely loss recognition, and crucially, show less association between

reported earnings and firms’ stock prices. Therefore due to this the CCK investment

has increased after adoption of IFRSs.

4.5.1 Respondents’ opinions on the influence of adoption of IFRSs on investors
of the manufacturing firm

Tanzania decided to adopt the international Financial Reporting Standards whole in

July 2004 basically with the intention to improve the quality of the companies so as

they can be comparative to international companies. This could result into influence

of new investors both domestic and international investors. The survey at CCK to the

staff resulted that 76% of the respondents agreed that there were improvement to new

investors as compared to the period before adoption, while 12% said there was no

improvement of new investors and 4% they don’t know whether the manufacturing

firm apply IFRSs or not, and 8% they did not know whether there was improvement

or not. This was evidenced by table4.9.

The survey was important to the researcher to make conclusion on whether the

adoption of IFRSs has assisted the Tanzanian companies especially the
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manufacturing firms on the improvement of investment especially international

investors. The largest percentage was 76% which agrees that the IFRSs application

has influenced the investors to make investment in the CCK Ltd.

Table 4.9 Influence of IFRSs to investors of the CCK Ltd

Response Frequency Percent Valid Percent

Valid Yes 19 76 76

NO 3 12 12

Not aware with IFRSs 1 4 4

I don’t know 2 8 8

Total 25 100.0 100.0

Source: Study findings 2014

The survey at CCK to the staff resulted that 76% of the respondents agreed that there

were improvement to new investors as compared to the period before adoption, while

12% said there was no improvement of new investors and 4% they don’t know

whether the manufacturing firm apply IFRSs or not, and 8% they did not know

whether there was improvement or not.

Table 4.10 Changes in Investors’ Decisions concerning IFRSs

Frequency Percent Valid  Percent

Valid Yes 22 88 88

No 1 4 4

I don’t know 2 8 8

Total 25 100.0 100.0

Source: Study findings 2014

4.5.2 Respondents’ Opinions on Effects of Application of IFRS to
Manufacturing Firms’ Credibility To Domestic And International Stakeholders

Adoption of IFRSs intended also to improve the credibility of the companies in

Tanzania since the financial reporting of the companies are now comparable to

international companies. Credibility comes from reliability of the report of the

company. The survey made from CCK Ltd respondent that the credibility has
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increased. 84% of the staff agreed that the credibility has increased while 8% said

there was no change and 8% they did not know.

The researcher made analysis according to the work experience and seen that 10

respondents out of 11 respondents which was about 91% who were of the opinion

that the credibility had improved were from the age group of between 1-3 years at

work followed by the group of staff who were experience of more than three years

whose respondents of 88% said credibility increased. These two groups of workers

had the experience with the manufacturing firm.  As illustrated in table 4.11, table

4.12 and table 4.13.

The other analysis based on the position of the staff surveyed. It was observed by the

researcher that most of respondents from audit, account receivable and account

payable said that there was improvement of credibility.

This survey was important to the researcher so as to see whether the IFRSs

application has improved the credibility of the manufacturing firm or not.

Table 4.11 Opinion on Credibility of the CCK manufacturing firm

Frequency Percent Valid Percent

Valid Increased 21 84 84

No change 2 8 8

Not Applicable 2 8 8

Total 25 100.0 100.0

Source: Study findings 2014
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Table 4.12 Sections’ Opinion on Changes in Investors’ Decisions

Respondents’
Position in the firm

Yes No I don’t know Total

Operations 3 1 0 4
Auditors 2 0 0 2
Account Receivable 8 1 1 10
Account Payable 5 0 0 5
Costing 3 0 1 4
Total 21 2 2 25

Source: Study findings 2014

Table 4.13 Work Experience with CCK with opinion of Effects of Application of
IFRS to Credibility to domestic and International Investors

Respondents Opinions on Changes in
Investors’ Decisions

Total

Increased No Change Not Applicable
Less than 1 year 4 1 1 6
1 to 3 years 10 1 0 11
Over 3 years 7 0 1 8
Total 21 2 2 25

Source: Study findings 2014

4.5.3 Sample Distribution by Classes of the Customers of CCK on the Quality of
Services before Adoption of IFRSs.

The researcher also selected a few number of customers who are the whole sale

customers. These customers are also known as MDC. There are more than 200 MDC

but the researcher selected 30 MDCs. These customers give their opinion concerning

products and services.

The sample CCK Ltd customers surveyed in the table 4.15 evidence indicates that

56.7% said the quality of products delivered by the company before the year 2009

were good while 30% said the services were very good and 3.3% the services were

not good and 10% they did not know anything.

The survey was important to the researcher to make comparison of the quality level

of the product delivered by the manufacturing firm before and after adoption of

IFRSs. The largest percentage said that the quality were good. And the other

percentage 30% the quality was very good. These customers were MDC customers.
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And therefore, it was evidenced that even before the adoption of IFRSs the CCK

offered good services to the customers.

Tables 4.14, 4.15, 4.16 and 4.17 representing customers’ responses

Table 4.14 The quality level of product delivered by CCK before adoption of
IFRSs

Frequency Percentage Valid Percentage
Very good 9 30 30
Good 17 56.7 56.7
Not good 1 3.3 3.3
I don’t know 3 10 10
Total 30 100 100

Source: Study findings 2014

4.5.4 Sample Distribution by Classes of the Customers of CCK on the Quality of
Services after Adoption of IFRSs

The survey in the table 4.15 evidenced that 83.3% said that the quality improved

while 6.7% said the quality remained unchanged and one said the quality declined

and 6.7% they did not know.

The survey was very important to the researcher to check whether the quality level of

services after adoption of IFRSs has improved or declined compared with that of

before the adoption. Large number or the respondents have seen that the quality level

has been improved since 83.3% has proved that. While only 6.7% said that the

service level is unchanged and one said the level has declined. This evidenced that

after the adoption there are some improvements of the service rendered by CCK Ltd.

Table 4.15 representing customers’ responses on the quality delivered by CCK Ltd

before the adoption of IFRSs.
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Table 4.15 The quality of services delivered by the manufacturing firm after
2010

Frequency Percentage Valid Percentage
Has improved 25 83.3 83.3
Remained constant 2 6.7 6.7
Has declined 1 3.3 3.3
I don’t know 2 6.7 6.7
Total 30 100 100
Source: Study findings 2014

4.5.5 Sample Distribution By Classes Of The Customers Of CCK Ltd On The
Credibility Of CCK Before The Adoption Of The IFRSs

The survey in the table 4.16 evidenced that 80% of whole sale customers said that

the credibility of the manufacturing firm was very high while only 10% said it was

average and 6.7% said the credibility was low and 3.3% of customers did not know

anything. In this result the researcher has depicted the opinion from the customers

and it was evidenced that the CCK Ltd had very good credibility even before the

adoption of the IFRSs and therefore the question of credibility is of no problem to the

customers of the CCK Ltd.

Table 4.16 Customers’ opinion on the Credibility of CCK before 2010

Frequency Percentage Valid
Percentage

Cumulative
Percentage

Was high 24 80 80 80
Was average 3 10 10 90
Was low 2 6.7 6.7 96.7
I don’t know 1 3.3 3.3 100
Total 30 100 100
Source: Study findings 2014

4.5.6 Sample Distribution by Classes of the Customers of CCK Ltd on the
Credibility of CCK after the Adoption of IFRSs

The researcher analyzed based on customers’ opinion whether the credibility of the

manufacturing firm improved or declined as after the company has adopted the

IFRSs: This aspect needed the researcher to interview the customers and make

analysis of their opinion. It was evidenced that 90% said that the credibility
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improved while 6.7% said it has not change and none who said that the credibility

declined. But 3.3% did not know anything as evidenced in the table 4.17. Therefore

it was evidenced that majority of the customers said that the IFRSs adoption has

improved the credibility of the manufacturing firm.

Table 4.17 Customers’ view on the credibility of the manufacturing firm after
2010

Frequency Percentage Valid Percentage
Has improved 27 90.0 90
Has not changed 2 6.7 6.7
Has declined 0 0 0
I don’t know 1 3.3 3.3
Total 30 100 100

Source: Study findings 2014
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CHAPTER FIVE

SUMMARY OF FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction

The regulatory framework for financial reporting and audit in Tanzania is currently

the subject of much discussion and review. The challenges face the adoption the

IFRSs are also important matters to be discussed. The study tried to establish the

challenges of adoption of IFRS on the improvement of manufacturing firms in

Tanzania. The study was conducted at Coca-Cola Kwanza ltd.

This chapter is concerned with the findings from the research work makes

conclusions on the findings and lastly gives the recommendations of the researcher.

5.2 Findings

It was observed that the interviewees had different levels of understandings about

IFRSs. It was evidenced that it was most of staff of finance department were very

familiar with the IFRSs. Other staffs like in operations and production departments

were seemed to have no knowledge of the IFRSs. The researcher interviewed all staff

of CCK at finance department. It was observed that it was important all managers

and people who participate in any way in financial information should possess

knowledge in IFRSs.

It was observed that the application of the IFRSs had really improved its adoption at

CCK Ltd. The improvement of adoption of IFRSs had increased the income trends,

investment trends, sales trends and staff’s remuneration. The application of IFRSs by

the CCK Ltd has a positive impact to the improvement of services in the

manufacturing firm. Therefore it can be fairly concluded that the adoption of IFRSs

has a role in improving the staff welfare and investments of the manufacturing firms

in Tanzania.

It has become evident that investors have been influenced and that the level of

investment is higher than that of before adoption. It was seen that the level of
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investment and sales increased. The investment rose from Tshs. 19 billion in 2010 to

Tshs. 53 billion in 2013 in this current financial year as illustrated in graph number

5.4. The sales also rise from Tshs. 94.676345 billion in 2009 to Tshs. 131.417149

billion in 2011 as illustrated in table number 5.8. This sales increase was about 38%

growth. This was simply because the financial report of the manufacturing firms is

now comparative to the other reports. These investors were mainly external

investors. Further it was evidenced that the credibility of the firm was observed to

improve after adoption of the IFRSs as compared with that of before adoption. This

was evidenced by the increase of the number of sales and increase of the number of

investors and their capital.

The adoption of IFRSs played role in influencing investors to invest in the CCK Ltd.

The manufacturing firm is now comparable to other international manufacturing

firms and therefore it makes the new investors to make a good decision to invest in

the manufacturing firms. However the previous years, investors of South African

Bottlers Company (SABCO) were more interested in Kenya and South Africa than in

Tanzania comparing to the periods before and after adoption of IFRSs.

It was observed that the IFRSs did not bring any changes in the essence of writing

financial reports, but the language, system and scope of reporting financial

information were changed. Therefore the users of IFRSs were challenged in what

should be disclosed and the system of writing some information. For example;

Trading, Profit and Loss Account was written in the form of account but in IFRSs’

system is in the form of statement, which is known as Statement of Comprehensive

Income. The application of IFRSs is applied the same as TFASs (Tanzania Financial

Accounting Standards) is to prepare the final accounts of the business in order to

determine the profit and evaluate the firm its performance for a year. The challenges

came from the representations of IFRSs were:

i) IFRSs provides the information which are required by the users globally,

this led the language to change in order to satisfy users

ii) TFASs provided the information which are most required by the users in

Tanzania, so it had a limited language.
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iii) TFASs had to be integrated with other GAAP of other countries to form

IFRSs. In this process of integration of GAAP of different countries, there

must be agreement of terms to be used in writing IFRSs.

It was observed that manufacturing industry did not provide the guidelines to the

firms in how they should be underwent adoption of IFRSs like in financial industry

whereby BOT provided the guidelines to its firms. The CCK and also possibly other

manufacturing firms depend of their directors to guide the firm how and at what

steps the firm should adopt the IFRSs. There are no setups for manufacturing to have

completed the adoption of the IFRSs. There is a country setup to ensure that in 2010,

Tanzania should adopt the whole IFRSs in registered and non-registered companies.

CCK also set some stages in adopting the IFRSs, for example by 1 January 2013

should have adopted IFRS 13 and by January 2015 should have adopted IFRSs 9.

5.3 Conclusion

The financial statements are very important set of information that are supposed to be

disseminated to stakeholders who need to rely on them so that they can happen in a

rational decision towards  the entity. Following the need to cope with world changes

of business pattern of globalization manufacturing firm has decided to comply with

international financial reporting standards so that to eliminate the deficiency from the

compliance of Tanzania financial accounting standard.

This thesis has got five chapters of which chapter one tries to cite out the

introduction of the problem objectives of the study, the significance of the study as

well as the limitation of the study. Chapter two is composed of theoretical literature

review and research questions. Chapter three tries to give out the research

methodology and design as well as annex with research. Chapter four is presentation

and discussions on the findings and last chapter summary of findings, conclusions

and recommendations.

All these chapters showed the challenges of adopting IFRSs, its purposes and when

the process started. The conclusion is derived from the general concept of IFRSs to
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the specific application in manufacturing firms. The adoption of IFRSs can be

measured to the outcome and performance of the entity.

5.4 Recommendations.

According to the study findings in Chapter five and the recommendations given in

this chapter, a good number of respondents said there are challenges in adopting the

IFRSs. Although there are challenges in adopting the IFRSs, the researcher

discovered it was more important to adopt IFRSs than to concentrate on the

challenges facing the manufacturing to adopt it.

There should be also trainings and seminars to the IFRSs’ users so they can be more

competent in IFRSs. The company should employ more skilled and experienced

accountants and IFRSs’ users.

The users should be familiarized with the language and the concepts used in IFRSs.

This will make the users to be at easy in writing and reporting the financial

statements as required in IFRSs.

As required in the researcher’s objectives and questions, it observed the most

challenges in adopting the IFRSs are the language of presentation changed, and

people used to the TFASs. The format of presenting financial statements changed

there are some information added and some are erased. The IFRSs also continue to

undergo changes in order to fit all countries GAAP. Therefore the IFRSs knowledge

is still dynamic, so the IFRSs’ users should keep in learning those changes.

The measures to be taken to enhance adaptation of IFRSs is to get the users and

accountants who are willing to learn the changes and frequently. This can also be

measured by seeing at what degree the prepared financial statements have acquired

the IFRSs.

There should be internal and external training on IFRSs to the CCK staff especially

for those who are seen as the main players of the standards, such as accountants,

internal auditors and managers.
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i) The government through its regulatory body, the NBAA, should make

sure that all manufacturing firms in Tanzania; that is small, medium and

large scale comply with the standards.

ii) There must be also an emphasis on the shareholders of the manufacturing

industries to make sure that the reports are prepared in accordance with

the IFRSs.

It is recommended that the manufacturing firms should publicize their financial

reports in their website. Researcher had not discovered either CCK did it or not yet.

This will make other investors who normally use the internet to access the report and

to make their decision to invest.

The challenge of language of IFRSs and its culture of disclosing some of information

which were not disclosed before adopting IFRSs must be overcome by continuous

trainings. The trainings will help the staff to understand the importance of disclosure

and the necessity of the statements and their languages. These challenges had come

due to the reason of making all countries to apply the same standards.

There should be setup of guidelines in every industry, particularly in manufacturing

firms that will help the users of IFRSs to adopt the whole IFRS.
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APPENDICES

APPENDIX- 1(CONSENT FORM)
RESEARCH TITLE: The impact of adoption of International Financial Reporting

Standards (IFRSs) in preparation of quality financial statement in Beverage

manufacturing firmsCase Study Coca-Cola Kwanza Limited, Dar es Salaam

You are invited to participate in an academic study conducted by YasinMfungo from

Mzumbe University, Dar es Salaam School of Business. The focus of this study is on

the challenges on the adoption of IFRSs in manufacturing firms in Tanzania. The

results of this study will contribute to my dissertation (Masters of Science).

If you decide to participate in this study you will be involved in no more than one

depth interview. Also, you will be invited to fill in the questionnaire that contains

some few questions concerning the same study. These two activities will enable the

researcher to gather enough information about this study. The process will take about

one hour and it will be conducted at times and places convenient to both the

interviewer and the interviewee.

Any information that is obtained in connection with this study and that can be

identified with you will remain confidential and will be disclosed only with your

permission. Subject identities will be kept confidential by specific codes that will be

used in this study. I cannot guarantee that you personally will receive any benefit

from this research.

Your signature indicates that you have read and understood the information provided

above, that you willingly agree to participate, that you may withdraw your consent at

any time and discontinue participation without penalty, and that you are not waiving

any legal claims, rights or remedies.

Name: _________________________ Signature: _____________________

Date:______________________________________
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APPENDIX- 2(staff Questionnaire)

I am pleasure to ask you to respond the following questions in order to fulfill my

studies.

1) Can you tell me your career?

2) For how long have you been in this position?

3) Can you tell us what IFRS is all about?

4) Can you fill the following table?

Questions Strong
Agree

Agree Moderate Disagree Strong
Disagree

1. Do you know the IFRSs?
2. Are there challenges in

adopting IFRSs?
3. Does your organization

assist you in accomplishing
your task of getting new
information on accounting
profession?

4. Do you think that in the
long term the IFRSs
adoption will have any
benefits?

5. Has management always
financed staff to attend
seminars on IFRSs?

6. Is there any difference
between the IFRSs and
previous financial
reporting?

7. Do you think that the
TFASs currently are
outdated and IFRSs
compliance is a right
avenue?

8. Where do you normally get
information on the day to
day changes on the IFRSs
requirements?

9. Does your company adapt
the IFRS in their financial
statement reporting and
presentation?
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10. Are there any challenges of
full adoption of IFRS in
manufacturing Company?

11. Is there any IFRS important
in industrial organization
especially in the
manufacturing Company?

12. Is there basis the company
is using in determining if
this standard of reporting
and presenting the financial
statements are followed?

13. Are all professional
accountants and auditors in
the manufacturing firm
aware of IFRS?

14. Is there different languages
used in IFRSs?

15. Is IFRSs better than
TFSAs?
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APPENDIX- 3(Customers’ Questionnaire)

1. For how long have you been supplying CCK’s products?

2. What do customers say about CCK products?

3. Have you ever received any difficult in selling these products?

4. Will you command any one to drink CCK’s products?

5. If you were doing this business before 2003, tell me what do customers say

about the products?

6. Are there improvements in CCK’s products or they become worse?

7. I suppose you keep records, before 2009 and these last three years, what are

the differences in sales between the two periods?

8. Do you receive your order in time?

9. What lead you to sell CCK’s products?

10.What credit can you range the CCK between the two periods above?

11.How do you compare the CCK’s products with other soft drinks products in

the markets?

12.Tell me the confidence in our products between the two periods above?
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APPENDIX- 4(The Status of Adoption of IFRS of Non European Countries)

There is a research done in a sample of 102 non-European Union countries, we study

variations in the decision to adopt International Financial Reporting Standards

(IFRS). There is evidence that more powerful countries are less likely to adopt IFRS,

consistent with more powerful countries being less willing to surrender standard-

setting authority to an international body. There is also evidence that the likelihood

of IFRS adoption at first increases and then decreases in the quality of countries’

domestic governance institutions, consistent with IFRS being adopted when

governments are capable of timely decision making and when the opportunity and

switching cost of domestic standards are relatively low. We do not find evidence that

levels of and expected changes in foreign trade and investment flows in a country

affect its adoption decision: thus, we cannot confirm that IFRS lowers information

costs in more globalized economies. Consistent with the presence of network effects

in IFRS adoption, we find that a country is more likely to adopt IFRS if its trade

partners or countries within in its geographical region are IFRS adopters. [Karthik

Ramanna and EwaSletten, 2009] see the below table

Table 1: List of sample countries by region
Region Asia Pacific Region Former Communist Bloc Region Middle
East
Australia (A) Armenia (A) Bahrain (A)
Bangladesh (NA) Azerbaijan (PA) Egypt (A)
Bhutan (NA) Croatia (NA) Iran (NA)
China (NA) Georgia (A) Israel (NA)
Fiji (A) Kazakhstan (A) Jordan (PA)
Hong Kong (A) Kyrgyzstan (A) Kuwait (A)
India (NA) Macedonia (A) Lebanon (A)
Indonesia (NA) Moldova (NA) Morocco (A)
Japan (NA) Russia (PA) Oman (PA)
Laos (PA) Serbia (A) Qatar (A)
Malaysia (NA) Tajikistan (A) Saudi Arabia (A)
Maldives (PA) Ukraine (NA) Syria (NA)
Nepal (NA) Uzbekistan (NA) Tunisia (NA)
New Zealand (A) Belarus (PA) United Arab Emirate
(NA)
Pakistan (NA) Bosnia and Herzegovina (A)
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Papua New Guinea (A) Sub- Saharan
Africa
Table 1: List of sample countries by region
Region Asia Pacific Region Former Communist Bloc Region Middle
East

Philippines (NA) Region Latin America Burkina Faso
(NA)
Singapore (NA) Chile (NA) Cote D' Ivoire
(NA)
South Korea (NA) Colombia (NA) Ghana (A)
Sri Lanka (PA) Costa Rica (A) Kenya (A)
Thailand (NA) Ecuador (NA) Lesotho (PA)
Vietnam (NA) El Salvador (PA) Malawi (A)

Argentina (NA) Benin (NA)
Region Caribbean Guatemala (A) Mali (NA)
Aruba (PA) Guyana (A) Mauritius (A)
Bahamas (A) Honduras (NA) Mozambique
(PA)
Barbados (A) Nicaragua (A) Namibia (A)
Dominica (PA) Panama (A) Niger (NA)
Dominican Republic (A) Paraguay (PA) South Africa (A)
Haiti (NA) Peru (NA) Suriname (PA)
Jamaica (A) Uruguay (NA) Swaziland (PA)
Trinidad and Tobago Venezuela (A) Tanzania (A)

Bolivia (PA) Uganda (PA)
Region Europe Brazil (PA) Togo (NA)
Switzerland (PA) Zambia (PA)
Turkey (A) Zimbabwe (PA)

Botswana (PA)
Region North America
Canada (NA)
Mexico (NA)
United State of America (NA)

Adoption status is listed in parentheses next to the country name with (A) indicating

full adopters of IFRS, (PA) indicating partial adopters (i.e. countries in which IFRS

is required for some listed companies or in which IFRS is permitted for listed

companies), and (NA) indicating non-adopters as of 2007.
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Appendix-5(Accounting and Auditing Standards in Tanzania)

Effective from 1st July, 2004, the National Board of Accountants and Auditors has

wholly adopted the International Financial Reporting Standards (IFRSs), issued by

the International Accounting Standards Board (IASB), and International Accounting

Standards (IASs) and International Standards of Auditing (ISAs), issued by the

International Federation of Accountants (IFAC). The standards Adopted are as listed

below:

Table 2: International Financial Reporting Standards (IFRSs)

IFRS 1 - First-time Adoption of International Financial Reporting Standards

IFRS 2 - Share-based Payment

IFRS 3 - Business Combinations

IFRS 4 - Insurance Contracts

IFRS 5 - Non-current Assets Held for Sale and Discontinued Operations

Table 3: International Accounting Standards (IASs)

IAS 1 - Presentation of Financial Statements

IAS 2 - Inventories

IAS 7 - Cash flow Statements

IAS 8 - Accounting Policies, Changes in Accounting Estimates and Errors

IAS 10 - Events After the Balance Sheet Date

IAS 11 - Construction Contracts

IAS 12 - Income Taxes

IAS 14 - Segment Reporting

IAS 15 - Resolution of the IASB - Withdrawal of IAS 15 by the Board

IAS 16 - Property, Plant and Equipment

IAS 17 - Leases

IAS 18 - Revenue

IAS 19 - Employee Benefits

IAS 20 - Accounting for Government Grants and Disclosure of Government

IAS 21 - The Effect of Changes in Foreign Exchange Rates

IAS 23 - Borrowing Costs

IAS 24 - Related Party Disclosures
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IAS 26 - Accounting and Reporting by Retirement Benefit Plans

IAS 27 - Consolidated and Separate Financial Statements

IAS 28 - Investments in Associates

IAS 29 - Financial Reporting in Hyperinflationary Economies

IAS 30 -
Disclosures in the Financial Statements of Banks and Similar Financial
Institutions

IAS 31 - Interests in Joint Ventures

IAS 32 - Financial Instruments: Disclosure and Presentation

IAS 33 - Earnings per Share

IAS 34 - Interim Financial Reporting

IAS 36 - Impairment of Assets

IAS 37 - Provisions, Contingent Liabilities and Contingent Assets

IAS 38 - Intangible Assets

IAS 39 - Financial Instruments: Recognition and Measurement

IAS 40 - Investment Property

IAS 41 - Agriculture

Table 4: International Standards of Auditing (ISAs)

ISA 200 -
Objective and General Principles Governing an Audit of Financial
Statements

ISA 210 - Terms of Audit Engagements

ISA 230 - Documentation

ISA 250 -
Consideration of Laws and Regulations in an Audit of Financial
Statements

ISA 260 -
Communications of Audit Matters with Those Charged with
Governance

ISA 320 - Audit Materiality

ISA 402 -
Audit Considerations Relating to Entities Using Service
Organizations

ISA 501 - Audit Evidence - Additional Considerations for Specific Items

ISA 505 - External Confirmations

ISA 510 - Initial Engagements - Opening Balances

ISA 520 - Analytical Procedures

ISA 530 - Audit Sampling and Other Means of Testing

ISA 540 - Audit of Accounting Estimates
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ISA 545 - Auditing Fair Value Measurements and Disclosures

ISA 550 - Related Parties

ISA 560 - subsequent events

ISA 570 - Going Concern

ISA 580 - Management Representations

ISA 610 - Considering the Work of Internal Auditing

ISA 620 - Using the Work of an Expert

ISA 710 - Comparatives

ISA 720 -
Other Information in Documents Containing Audited Financial
Statements

However the Board will continue to abide by the Tanzania Financial Accounting

Standards (TFASs), and Tanzania Statements of Recommended Practice (TSRPs)

that do not have counterpart International standards. The Tanzania standards and

statements of recommended practice that will continue to be used are as listed below:

Table 5: Tanzania Financial Accounting Standards (TFASs)

TFAS No. 12 - Director's Report

TFAS No. 16 - Accounting for Extractive Industries

TFAS No. 23 - Accounting for Value Added Tax (VAT)

TFAS No. 24 - Public Sector Accounting**

Table 6: Tanzania Statements of Recommended Practice (TSRPs)

TSRP 2 - Accounting for Non-Governmental Organizations

TSRP 3 - Governance in the Public Sector - An Accounting Officer's Perspective


