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ACCOUNTING, CORPORATE GOVERNANCE & BUSINESS ETHICS | 
RESEARCH ARTICLE

The adoption of IFRS for SMEs in the northern 
sector of Ghana: A case of structural equation 
modeling
Peter Sappor1, Francis Atta Sarpong2* and Rezikatu Ahmed Seidu Seini1

Abstract:  The current study investigated the adoption of IFRS for SMEs among 800 
SMEs in the northern sector of Ghana. The study specifically determined the 
awareness level and extent of adoption of the standard. It also assessed how 
coercive, memetic, normative and environmental factors influenced the adoption of 
standards among the SMEs. It utilized an explanatory research design that adopted 
a quantitative approach to analyzing data and making inferences. Adapting a close- 
ended questionnaire, the PLS-SEM was used in analyzing the data. The study 
revealed that the majority of SMEs were aware of IFRS for SMEs in financial 
reporting to a high extent. The study further found that most SMEs did not fully 
comply to the IFRS for SMEs in preparing and presenting financial statements. 
Again, Coercive isomorphism and Environmental factors positively influenced the 
adoption of IFRS for SMEs among SMEs in the northern sector of Ghana. In contrast, 
mimetic and normative isomorphism played no significant role in the adoption 
process. The study further found that level of compliance positively moderates the 
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effect of the level of Awareness on IFRS for SME adoption. Challenges associated 
with IFRS for SMEs (COF) positively influenced its adoption.
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1. Introduction
Small and Medium Enterprises (SMEs) have proven over the years to be very crucial to the 
development of every economy. Globally, they have contributed significantly to emerging econo-
mies’ production capacity and provided employment and a source of income to individuals and 
households (Cobbinah et al., 2020; Olango, 2014). Their activities have contributed significantly to 
the gross domestic product of nations through their manufacturing activities, import, export, and 
other economic activities (Dhliwayo, 2017). A summary of their economic activities and contribu-
tions is mainly seen in their periodic financial reports prepared for their stakeholders. These 
financial reports are expected to follow a specific standardized format.

Considering the crucial role SMEs play and the necessity of their reporting to stakeholders, the 
International Accounting Standard Board (IASB) developed a unique International Financial 
Reporting Standard (IFRS), IFRS for SMEs to enhance the reporting of their economic activities. 
This standard was aimed at helping to coordinate and standardize their reporting style and 
presentation of SMEs financial activities and reduce the complexity of adopting the full IFRS that 
IFAC member countries were required to comply with.

Over the years, small companies have expressed concerns that complete IFRS are beyond their 
needs and capabilities, giving the IASB the legitimacy to develop a “less complicated” standard 
that will meet the needs and capacity of the smaller firms (IASB, 2016). The standard-setting 
process for SMEs began in 2001 and became an official document published in October 2009 (IASB, 
2009), with the most recent update in 2015 (IASB, 2016). The IASB, ever since then, has been 
working on making the standard easy to adopt for most jurisdictions.

In a document issued by the Institute of Chartered Accountants, Ghana (ICAG), being the body 
legally mandated to coordinate the practice of accounting in Ghana, the institute stated the road 
map for adopting the standard. The institute required SMEs to commence the adoption process for 
financial periods ending on or after 31 December 2013. The institute further gave a two-year 
moratorium which extended the compliance date to financial periods ending on or after 
31 December 2015. It can be inferred that; SMEs in Ghana would have gotten enough time to 
study the detailed requirement of the standard and are fully complying with it.

Before the introduction of this standard, many local SMEs complained about the rigidity of the 
full IFRS and their inability to comply with it and even the Ghana National Accounting Standard 
(GNAS), which appeared to be less sophisticated (Bunea-Bontas et al., 2011; Onalo et al., 2014). It 
was based on some of these complaints that led the IASB to come out with the IFRS for SMEs, 
expecting full compliance from them. Surprisingly, the case in the Ghanaian setting appears to be 
different from the expectations of many.

Empirical evidence within Ghana suggests that most SMEs have challenges adopting the standard, 
leading to a non-adoption. The few that adopted, only did that partially (Arhin et al., 2017; Mawutor 
et al., 2019). According to Mawutor et al. (2019), many of these SMEs indicated that they need to learn 
this standard and its demands, making it impossible to adopt. On the other hand, some studies 
(Abakah, 2017; Rudzani & Charles, 2016) suggested that SMEs within certain parts of the country 
complied with the standard’s requirements to some extent. This current study is aimed at resolving 

Sappor et al., Cogent Business & Management (2023), 10: 2180840                                                                                                                                  
https://doi.org/10.1080/23311975.2023.2180840

Page 2 of 32



the controversy in the literature. Again, these studies were conducted in regions distant from the 
northern sector of the country. Close to a decade after the full adoption of the standard, there 
appears to be little information about the SMEs in the northern sector (the five northern regions) of 
Ghana regarding the adoption of this standard. Meanwhile, the Northern sector has experienced 
tremendous growth in the past decade with the emergence of several SMEs.

It is worth noting that the Northern sector has the highest percentage share of employment by 
micro, small and medium enterprises in Ghana, exceeding the national average rate (Amoah & 
Amoah, 2018). Despite being regarded as one of the poorest regions in the country, Tamale, the 
business hub for the northern sector, is said to be one of the fastest-growing cities in West Africa in 
recent years (World Kentucky, 2020). To the best of the researchers’ knowledge, this is the only 
study assessing the adoption of IFRS for SMEs within the Northern sector of Ghana. Also, this study 
provides insights on the adoption of IFRS for SMEs in the Northern sector of Ghana. Again, it 
highlights the importance of IFRS adoption for SMEs in improving their financial reporting and 
facilitating access to capital, investment and other financial resources. Finally, it helps regulators 
and policy makers to develop effective strategies to support the adoption of IFRS by SMEs in the 
region.

It, therefore, becomes imperative to assess the level of adoption of the standard by SMEs within 
the Northern sector of Ghana. The study specifically aimed to determine the awareness level of the 
IFRS for SMEs among SMEs; the extent to which IFRS for SMEs is applied among SMEs and how the 
determinants of IFRS for SMEs influence the level of adoption in the Northern sector of Ghana. The 
study further assessed whether the challenges associated with IFRS for SMEs significantly influ-
ence its adoption and whether the challenges associated with IFRS for SMEs positively influenced 
the level of awareness in the Northern sector of Ghana.

2. Literature review

2.1. Theoretical review: institutional theory
The institutional theory was judged suitable for this investigation. Several research attempting to 
explain the institutional theory have focused on the adoption of international accounting stan-
dards and international financial reporting standards (Aboagye-Otchere & Agbeibor, 2012; Judge 
et al., 2010; Mbawuni, 2018). The institutional theory aims to provide a more comprehensive, inter- 
organizational framework for understanding organizational behavior’s mechanisms, causes, and 
effects (Carroll, 2016). In the research conducted by Judge et al. (2010), the institutional theory 
was used to demonstrate that companies must comply with society’s standards of an acceptable 
practice to get the continual support they need for existence from their essential stakeholders. This 
is a widely acknowledged theory that emphasizes coherent isomorphism and legality. Also, it is the 
dominant approach to understanding organizations. According to the institutional theory of orga-
nizations, the analysis of the structure and behavior of organizations revolves around institutions.

The institutional theory examines how institutions, techniques, norms, and practices establish 
effective procedures for social behavior by delving into the sturdy and profound aspects of social 
structure. The various elements of institutional theory explain how these fundamental ideas are 
accepted and modified over time. Scholars in the field of accounting have emphasized that the 
theory is an excellent tool for discussing issues regarding adopting accounting standards. In this 
case, it becomes a conducive theory in the current study as it deals with adopting IFRS for SMEs 
among SMEs. Although John Meyer and Brain Rowan introduced the theory in the late 1970s, an 
article by Paul DiMaggio and Walter Powell in 1983 introduced the idea of institutionalized fields 
and identified three isomorphic pressures; coercive isomorphism, mimetic isomorphism, and nor-
mative isomorphism (Carroll, 2016).

The root of coercive isomorphism is strong external organizations that coerce one organization 
or institution to embrace a particular practice. It manifests as severe or lenient pressure exerted 
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on an institution by other, more powerful institutions that govern it or by the social milieu in which 
it functions. Certain institutions that provide supervisory roles in the accounting field may compel 
SMEs to adopt accounting standards and practices. In Ghana, the registrar of companies and the 
Ghana Enterprise Agency requires SMEs to submit periodic financial reports. Some of these reports 
are mandatory for the registration processes, while some are needed for tax purposes. These 
reports must be prepared in a particular standardized manner which demands the adoption of the 
IFRS for SMEs standard.

For mimetic isomorphic pressure, it deals with instances where organizations imitate others that 
appear to be successful and legitimate within their environment (DiMaggio & Powell, 1983). Most 
firms are quite similar in operation. Hence, it becomes easy for upcoming ones to copy from the 
already-established ones. According to El-Gazzar et al. (1999), firms overseeing who happen to be 
pioneers of the adoption of the accounting standards are sometimes imitated by the local players, 
especially those hoping to toe the same success line of these foreign institutions. Along the same 
line, Foreign Direct Investments (FDI) have been a significant factor in influencing the international 
standards that are qualified within a country. The study area (northern sector of Ghana) is 
receiving a significant influx of several multinational organizations due to the high prospect of 
growth within the sector, which has led to eruption of several firms. These firms are likely to be 
influenced to operate in a particular manner, especially in the context of collaboration which will 
compel the local SMEs to adopt some of these accounting standards to match up with their 
collaborators.

The last isomorphic pressure relates to communal ideals that produce uniformity of thinking and 
action in institutional settings. This is called normative isomorphic pressure. It results from the 
professionalization of members of a profession, which takes the form of formal schooling and 
cross-organizational professional networks. Professionalism insists that practitioners conform to 
specified rules of ethics and professional practice recommendations. This is often accomplished via 
the development of social groups in which workers discuss professional-related ideas. In the case 
of the Ghanaian economy, the ICAG occasionally arranges continuing professional development 
for chartered accountants in the nation, which entails exchanging ideas about contemporary 
accounting trends. In the opinion of Guler et al. (2002), the degree of a nation’s professional 
technical expertise correlates positively with its adaptability to accounting standards. 
Unfortunately, most SMEs cannot boast of these top accounting professionals working with 
them, as a chunk of them are with more prominent institutions. However, account personnel 
within these SMEs have an appreciable knowledge of accounting and hence can appreciate the 
need for the standard.

2.2. Conceptual review

2.2.1. The concept of SMEs 
The meaning of SME has been conceptualized from different perspectives by different scholars. Ward, 
2018) stated that individuals are permitted to perceive their definition and understanding of SME as 
the term appears to be broad and abstract. Several scholars believe that the concept of SME varies 
from country to country and industry to industry (World Bank, 2017). Some authors indicated that 
defining a firm as an SME largely depended on some criteria, such as the number of employees, 
financial strength, size, capital, and sales value, among others. The European Commission based its 
criteria on the number of employees. They stated that firms with 0 to 9 employees are micro firms, 10 
to 99 are small firms, and 100 to 499 are medium firms (Amoah & Amoah, 2018). Using the number 
of employees as a criterion, the United Nations Industrial Development Organization defined an SME 
in developing countries as a firm having between 5 and 19 employees as small firms and between 20 
to 99 employees as medium firms (Ackah & Vuvor, 2011).

In Ghana, the definition of SMEs varied from time to time and according to institutions (Oppong 
et al., 2014). The National Board for Small Scale Industries (NBSSI) gave its criteria for defining 
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SMEs. They used the number of workers and the value of the firm’s assets as the basis for the 
classification. According to them, a micro firm has between 1 to 5 employees and an asset value of 
less or up to US$ 10,000. For small firms, an employee range of 6 to 29 and an asset value of up to 
US$ 10,000. A firm with employees ranging from 30 to 99 and an asset base of US$ 10,000 was 
classified as a medium firm, while a large firm had to deal with employees of 100 and more with 
an asset base of US$ 10,000. Zaato et al. (2020) also confirmed and conceptualized the definition 
according to the NBSSI.

Additionally, the Ghana Statistical Service (GSS) classified an SME based on the company’s 
number of workers. GSS defined SME as any company or commercial entity employing between 
one and five people as micro, between six and thirty as small, thirty-one and one hundred as 
a medium, and more than one hundred as a big enterprise. Other definitions that painted 
a different image came from the Registrar General’s Department, the Statistical Service of 
Ghana, and the Venture Capital Fund Act of 2004 (Act 680).

This research followed the IASB’s definition of SMEs. According to the IASB (2009), small and medium- 
sized enterprises are non-accountable organizations that publish financial statements for external 
consumers. These external users include proprietors who are not actively engaged in the firm’s day-to- 
day operations, present and potential creditors, and credit rating organizations. IASB (2009) states that 
a business has public responsibility if its debt or equity instruments are publicly traded or if it is in the 
process of issuing such instruments additionally, if it handles assets in a fiduciary position for a large 
group of outsiders as one of its core operations, such as banks and insurance organizations.

2.2.2. IFRS for SMEs 
Considering the complex nature of the full IFRS, several SMEs realized it was challenging and costly 
to comply fully. The IASB began the standard-setting procedure in 2001. A working group of 
specialists was formed to offer input on the difficulties, alternatives, and possible solutions. The 
IFRS foundation’s trustees indicated their support for the IASB’s work to study difficulties unique to 
emerging economies and small and medium-sized businesses in 2002. The IASB established 
preliminary and tentative opinions regarding the general approach it would take in drafting 
accounting rules for SMEs between 2003 and 2004. In June 2004, the IASB released a discussion 
paper outlining the Board’s strategy and asking for feedback. After that, the IASB evaluated the 
problems highlighted by the discussion paper’s responders and decided to publish an exposure 
draft (International Accounting Standard Board, 2016).

The IASB realized in 2005 that it needed more information on future changes to the recognition 
and measurement principles for use in an IFRS for SMEs. As a tool for identifying possible 
simplifications and omissions, a questionnaire was produced. The standard advisory council, SME 
working group, world standard-setters, and public roundtables discussed the questionnaire 
responses. To keep constituents informed, the IASB’s debates and deliberations on the exposure 
draft were released in 2006. In 2007, an exposure draft was produced, suggesting five categories 
of comprehensive IFRS simplifications and recommended implementation recommendations and 
conclusions. The exposure draft and a field test questionnaire were provided in five languages. 
Based on the replies to the exposure draft and the outcomes of the field test, the IASB re- 
deliberated the ideas in the exposure draft between March 2008 and April 2009. Individual 
jurisdictions can implement the final IFRS for SMEs whenever possible once it was released in 
July 2009 (International Accounting Standard Board, 2016).

To continually meet stakeholders’ changing demands and sustain its quality, the IASB com-
menced the first comprehensive review in 2012. The whole review process was fully completed in 
2015. The IASB issued the amendments, and SMEs were required to operationalize it effectively on 
1 January 2017. In 2019, the second comprehensive review also commenced. The review process 
is currently ongoing at various stages.
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SMEs were recommended to use IFRS for SMEs to simplify financial statements and generate 
long-term economic and other advantages (Essa, 2018). Comparing financial reports enhances 
global trade and investment, and adopting international standards increases financial statement 
credibility for all stakeholders and makes it easier for most SMEs to get funds and loans for 
development and expansion (Sava et al., 2013). IFRS for SMEs addresses small business demands 
(Lubbe et al., 2014). These goals include simplified reporting requirements due to decreased 
complexity, more cost-effective and time-efficient resources to produce financial accounting 
records, and providing relevant, valuable information to stakeholders to improve decision- 
making and understanding (Sanders et al., 2013).

2.2.3. Adoption of IFRS in Ghana 
The 1963 Chartered Accountants Act founded the Institute of Chartered Accountants (Ghana) (Act 
170). It regulated Ghana’s accounting profession and set standards (IFRS Foundation, 2021). Firms 
have to follow ICAG’s Ghana National Accounting Standards (GNAS). The GNAS followed IAS and 
UKAS. Firms used this standard until 2004 when World Bank research on accounting and auditing 
procedures in the nation found that the GNAS was obsolete and diverged from the IAS (Abedana 
et al., 2016). Again, weaknesses were identified with the law and regulations authorizing financial 
reporting. It was also observed that most publicly listed firms needed to fully comply with the 
existing GNAS because of the incapacity to run the affairs of ICAG (Arhin et al., 2017).

The ICAG moved to fully adopt the IFRS due to the challenges observed and the perceived 
benefits associated with the use of IFRS. It was a general belief that adopting IFRS would propel 
high confidence among global investors in the financial reports of firms in the Ghanaian jurisdic-
tion and promote uniformity and comparability of firms’ financial statements among various 
jurisdictions (Mensah, 2020). The ICAG agreed to adopt the International Financial Reporting 
Standards (IFRS) as Ghana’s national accounting standards on 1 January 2007. The ICAG Council 
officially declared its support for a single set of high-quality global accounting standards, rein-
forced in 2010 when the Institute endorsed the IFRS for SMEs Standard. All listed firms were 
obliged by the Ghana Stock Exchange listing regulations to submit financial statements following 
the GNAS published by the ICAG, which is the IFRS (IFRS Foundation, 2021).

Firms, over the period, had attempted to comply with the requirements of the IFRS. Available 
evidence suggested that the full impact of the standard still needed to be achieved as firms 
complained about the complexity. Other studies also revealed that adopting IFRS has allowed 
for manipulating accounting standards, thereby encouraging creative accounting and misleading 
reports to users. With this, the real intent of the migration from the GNAS to IFRS still needs to be 
fully achieved (Mensah, 2020).

2.3. Empirical evidence

2.3.1. Awareness and level of adoption 
Modibbo et al. (2015) revealed that most SMEs in Nigeria were unaware of the standard, which 
automatically resulted in no adoption of the standard. A similar study by Arhin et al. (2017) 
revealed that the level of adoption of IFRS for SMEs was very low, as only 12 percent adopted 
the standard. Of this, only 22% have done full adoption, while 78% have partially adopted the 
standard. They, however, indicated that SMEs within the study area adopted other standards, such 
as the Ghana National Accounting Standard and the Generally Accepted Accounting Principles. 
Abakah (2017), in a similar study, revealed a different picture of the level of adoption. Medium- 
scale enterprises’ level of compliance was preferably high, about 77.9%. This revelation is encoura-
ging as it depicted that the aim of the standard is gradually being met.

On the other hand, Dhliwayo (2017) revealed that most SMEs had little awareness of the 
standard. In affirmation of this, in their report, Mawutor et al. (2019) revealed that most SMEs in 
the nation were unaware of IFRS SMEs. With this, they need to provide an objective view of the 
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awareness level and the level of adoption. In a relatively recent study in Nigeria, Abraham and 
Adeiza (2020) indicated that the costs involved in adopting the standard outweighed the expected 
benefits the organizations enjoy from adopting the standard. This, therefore, implied that the level 
of adoption was very low as most SMEs revealed that it was cost ineffective to adopt the standard.

The studies reviewed made it clear that the literature on the subject needs to be more detailed. 
There is yet to be a study on the subject within the entire northern sector of Ghana, although there 
has been an enormous contribution from SMEs within these regions of the country. Those that 
presented the awareness level and level of adoption needed to provide an objective view for 
quantification and comparison.

2.3.2. Factors influencing IFRS adoption 
Institutions implement accounting standards for several reasons. Mir and Rahaman (2005) believe 
institutional legitimization drives standard accounting adoption in institutions. Their investigation 
found this. The institutional theory of legitimization states that three isomorphic pressures— 
coercive, mimetic, and normative—influence adoption.

Coercive isomorphism involves regulatory bodies pressuring other organizations to adopt the 
IFRS (DiMaggio & Powell, 1983). According to Al-Akra et al. (2009), the IASB, IMF, and World Bank 
have pressured Jordan to adopt the accounting standard. Judge et al. (2010) reported that the IMF 
helped nations implement the IFRS. These international organizations have helped many nations 
embrace IFRS. Affirming what previous scholars have revealed, Ritsumeikan (2011) stated that the 
IMF and others have helped implement IFRS in some jurisdictions. Also, Damak-Ayadi et al. (2020) 
and Kossentini and Othman (2014) found that enforced isomorphism promotes IFRS adoption in 
developing economies. Contradicting the previous scholars, Kaya and Koch (2015) found that 
coercive isomorphism does not affect SMEs’ decision to adopt the FIRS for SMEs. This needs to 
be clarified about the role coercive isomorphism plays in adopting the standard. Therefore, this 
hypothesis was formulated; 

H1a: Coercive isomorphism significantly influences SMEs’ adoption of IFRS for SMEs.

Mimetic isomorphism deals with situations where organizations imitate other organizations, they 
deem legitimate and successful in their operations. Scholars like Albu et al. (2011) and Judge et al. 
(2010) revealed that many multinational corporations form mimetic pressures that influence 
countries to adopt IFRS. Ritsumeikan (2011) and Kossentini and Othman (2014) concluded that 
mimetic isomorphic pressures influence the adoption of IFRS as it happens to be a powerful force 
driving the adoption rate among organizations. Sellami and Gafsi (2018) also supported the claims 
of previous scholars by stating that more mimetic pressure encourages the rate of adoption 
among SMEs. Contradicting previous findings, Damak-Ayadi et al. (2020) revealed that mimetic 
isomorphism has no influence on the adoption of IFRS for SMEs standard among SMEs. This study 
proposes that; 

H1b: Mimetic isomorphism significantly influences SMEs’ adoption of IFRS for SMEs.

The term normative isomorphism refers to steps taken collectively by members of a profession to 
determine how their job should be performed. IFAC regulates the accounting profession via 
numerous national accounting organizations. These organizations have an impact on the adoption 
of international standards. In confirmation to this, Hassan (2008) and Muniandy and Ali (2012) 
found that the accounting profession helps adopt and implement accounting standards. Also, Albu 
et al. (2011) believe that The Big Four impacts adopting accounting standards. Judge et al. (2010) 
identified education level as another kind of normative pressure. According to them, education 
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plays a significant role in adopting accounting standards. Kossentini and Othman (2014) disputed 
past claims by demonstrating that professional pressure has a detrimental impact on developing 
nations’ adoption of IFRS. Additionally, Sellami and Gafsi (2018); and Damak-Ayadi et al. (2020) 
supported Kossentini and Othman’s assertion. Their research revealed that normative pressures 
had a negative but insignificant influence on SMEs’ adoption of IFRS. From the above, we anticipate 
that; 

H1c: Normative isomorphism significantly influences SMEs’ adoption of IFRS for SMEs.

Some environmental factors influenced the decision to adopt accounting standards among SMEs. 
Law enforcement quality, culture, economic conditions, political system, and tax systems were 
revealed to be these factors (Cooke & Wallace, 1990; Iqbal, 2002; Nobes et al., 2008). Again, 
Aboagye-Otchere and Agbeibor (2012) revealed that size, legal form, and the number of owners 
influenced the adoption of the IFRS for SMEs. Enterprise attributes such as types, profitability, and 
audit type can influence an enterprise’s compliance with IFRSs disclosure requirements (Abakah, 
2017). Hence, this study assumes that; 

H1d: Environmental factors significantly influence SMEs’ adoption of IFRS for SMEs.

H1e: The level of Awareness of SMEs significantly influences SMEs’ decision on IFRS adoption: 
Moderating the role of the level of compliance in the Northern sector of Ghana

2.3.3. Effect of Challenges of IFRS adoption on its awareness and adoption 
The adoption and implementation of the IFRS for SMEs by SMEs have encountered several chal-
lenges. These challenges, in many instances, tend to impair the potential advantage of the 
standard. These challenges have often deterred many SMEs from adopting and implementing 
the standard. The few ones that adopted the standard could not achieve full compliance. Tesfu 
(2012) revealed that the high cost of adoption, the complex nature, the lack of proper instructions 
from regulatory bodies for implementing IFRS, and the emphasis on fair value accounting were the 
challenges hampering perfect adoption and compliance. Similarly, Phan et al. (2014) revealed that 
the cost of educating financial and managerial personnel was the challenge affecting the adoption 
and implementation of the standard. They also added that insufficient guidance, lack of timely 
translation, and limited coverage in the university curriculum affected the adoption level.

In South Africa, Rudzani and Charles (2016) also made a discovery in their bid to identify the 
challenges of adopting IFRS for SMEs. According to them, lack of skills to implement the standard, 
implementation cost, and lack of knowledge about it were the main challenges associated with 
implementing it. A study by Arhin et al. (2017) in Kumasi sought to investigate the challenges of 
adopting and implementing IFRS for SMEs. It was revealed that inadequate requisite skills, inade-
quate support from regulators and professional bodies, the complexity of the standard, and high 
implementation cost were barriers to smooth adoption. A similar study was conducted by Dhliwayo 
(2017) in Zimbabwe, focusing on the significant challenges faced by SMEs in adopting the standard; 
IFRS for SMEs. The study revealed that little awareness of the standards, the cost of implementation, 
and the complexity of the standard made it difficult for adoption and implementation.

Similarly, Mbawuni (2018) revealed that the most significant perceived challenge is the constant 
revision of IFRS and the resulting influence on the ongoing adjustment of existing accounting 
procedures of corporate organizations to adhere to IFRS. In the opinion of Le Thia et al. (2019), the 
challenges facing SMEs in their quest to adopt the IFRS for SMEs are the high cost, the complexity 
of information disclosure, and the subjectivity of some information. Surprisingly, Abraham and 
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Adeiza (2020) in Nigeria, who investigated the same subject, revealed that continuous professional 
development programs (CPDP) tended to affect the adoption of the standard. 

H2: The challenges associated with IFRS for SMEs significantly influence its Adoption in the Northern 
sector of Ghana

H3: The challenges associated with IFRS for SMEs positively affect its level of Awareness in the 
Northern sector of Ghana

A conceptual framework was designed for the study based on the extensive literature review and 
the formulation of research hypotheses as shown in Figure 1.

3. Methodology

3.1. Research design
The study adopted the explanatory research approach to investigate the level of adoption of IFRS 
standards by SMEs within the Northern sector of Ghana. This is an approach of utilizing quantitative 
methods to investigate a phenomenon that had yet to be well explained previously in a proper way 
(Osei-Mireku et al., 2020; Rahi, 2017; Sarpong & Sarpong, 2020, Sarpong, Sarpong & Asor, 2020). 
Quantitative data were collected using a questionnaire and analyzed using descriptive and infer-
ential statistics as they were deemed suitable for the study (Kwarteng et al., 2021; Makwetta et al., 
2021; T. Sarpong et al., 2020). The awareness level, compliance level, and the influencing factors of 
the accounting staff’s background on the awareness and compliance level were analyzed 
quantitatively.

Figure 1. Conceptual frame-
work of the study.
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3.2. Sampling procedure
The targeted population of the study was 2300 SMEs within the Northern sector of Ghana. These 
SMEs were those who have been in operation for at least five years and have been preparing 
financial statements for at least three consecutive years. Those responsible for handling the 
financial reports of these SMEs were responsible for responding to the requirement of the ques-
tionnaire. The accessible population was 1500 SMEs since most SMEs were unwilling to respond to 
the mail sent by the researchers to seek their prior consent. The questionnaire was sent to these 
SMEs, and responses were obtained from 550 within three months. A follow-up email was sent to 
the rest of the SMEs. Within a space of two months, 250 of them responded to the questionnaire 
making a total of 800 responses. This number is suitable for conducting SEM as recommendations 
from studies such as (Kir et al., 2021; Owusu et al., 2022) stated that a sample size between (100– 
150) is considered the minimum sample size for conducting SEM. Essentially, the data collection 
procedure took a period of 6-months (May to October 2022) to be completed.

3.3. Data collection instrument
The questionnaire was structured under six main sections; the first section gathered data related 
to the respondents’ background, while the other sections dealt with data relevant to addressing 
the research objectives in the manner they were formulated.

Five-point Likert scale questionnaire items were employed to collect data from respondents to 
measure the constructs under investigation. The following paragraphs explain the measurement 
scales in detail.

(i) Level of Awareness (LOA): To measure the awareness of IFRS adoption, ten items were 
adapted for the study. The scale was adapted from Dewi’s and Dewi’s (2019) studies on 
the awareness level of the use of IFRS by accountants and accounting students.

(ii) IFRS Adoption (IFA): The study ascertained SMEs’ level of adoption of IFRS in the northern 
sector of Ghana. The study adopted a 7-items on a five-point Likert scale (Cai et al., 2014; 
Tsalavoutas, 2009)

(iii) Level of Compliance (LOC): The study measured the Adoption of IFRS using seven items on 
a four-point Likert scale. This was adapted from Mnif and Znazen (2020) studies and 
Alfaraih’s (2009) studies. Respondents were asked whether they agreed to questions 
such as “I do not prepare accounts using the standards because they are complex to 
understand.”

(iv) Challenges of IFRS adoption (COF): To measure the challenges accountants face in IFRS 
adoption in the firms, the study adopted a 7-items on a five-point Likert scale from two 
central studies (Owolabi & Iyoha, 2012; Zakari, 2014).

(v) Coercive isomorphism (CIS): Using five questionnaire items on a five-point Likert scale 
from Perera and Baydoun (2007), the study measured Coercive isomorphism.

(vi) Mimetic isomorphism (MIS): The study further adopted five questionnaire items from Al- 
Omari (2010) and Gelb et al. (2008) to measure mimetic isomorphism.

(vii) Normative isomorphism (NIS): Regarding the measurement of normative isomorphism, 
five questionnaire items on a five-point Likert scale adapted from Rodrigues and Craig 
(2007) were used.

(viii) Environmental Factors (ENF): The study assessed SMEs’ environmental factors using four 
questionnaire items on a five-point Likert scale adapted from the study of Aboagye- 
Otchere and Agbeibor (2012).

3.4. Data analysis: structural modeling approach (SEM)
The study adopted Structural Equation Modeling (SEM) to analyze the three-research hypothesis 
formulated for the study. SEM is a popular multivariate statistical method for examining direct and 
indirect correlations between one or more independent latent variables and one or more 
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dependent latent variables (Ganiyu et al., 2020; Gefen et al., 2000; Owusu et al., 2022). SEM can do 
regression analysis, route analysis, factor analysis, canonical correlation analysis, and growth 
curve modeling (Gefen et al., 2000; Urbach & Ahlemann, 2010). SEM helps researchers evaluate 
model fit and structural test models (Chin, 1998a; Gefen et al., 2000). SEM also estimates postu-
lated structural links between constructs and measurements, making it significant. It also outper-
forms first-generation analytic methods (i.e., principal component analysis, factor analysis, or 
multiple regression). Researchers may also evaluate theory-data interactions (Chin, 1998b). SEM 
can model connections between numerous predictors and criterion variables, generate unobser-
vable latent variables, and model measurement errors for observed variables.

SEM enables researchers to express complicated interactions between theoretical, sometimes 
latent, elements in a structural or theoretical model and quantify its fit with empirical data using 
a measurement model (Allard et al., 2021). PLS-SEM is more robust and can evaluate non-normal 
data. PLS standardization procedures convert non-normal data into central limit theorem- 
compliant data. Therefore, data normality is unnecessary (Beebe et al., 1998). Thus, the PLS- 
primary SEM’s goal is to evaluate and forecast the literature-based theoretical model, not to 
determine which alternative model fits the data better (Sosik et al., 2009).

4. Results and discussions
The study found that male respondents constituted 65% (n= 520), while female respondents 
comprised only 35% (n=280) of the study. The study further collected data on the working position 
of the respondents; it was found that the majority of the respondents were accounting staff, 78% 
(n=624), and the remaining 22%(n=176) consisted of administrators who were also familiar with 
the accounting records of the firm. The results revealed that the respondents were deemed fit to 
possess relevant information on IFRS adoption, awareness, compliance, and its use in their firms. 
Concerning the educational background of respondents, the majority had completed their first- 
degree n=408, 64 of the respondents had postgraduate degrees, while 328 had Diplomas and HND 
certificates. Regarding their professional background, a few respondents (n=144) were affiliated 
with professional bodies such as ICAG, CIMA, ACCA, and CFA. Most (n=656) of the respondents 
were not affiliated with any professional body. In addition, data regarding the age of the organiza-
tion, we found out that (n= 608) of the respondents were graduates with 1 to 4 years, while 
(n=192) were between 5 or more years of work experience. The empirical results in line with the 
research objectives were explained in tables and figures. 

4.1. Main results

4.1.1. The awareness level of IFRS for SMEs among SMEs in the Northern sector 
The essence of this research question was to unravel how popular the standard was among the 
preparers of financial statements for the SMEs engaged in this study. The results from this section 
gave a clearer picture of whether or not there will be successful adoption of the standard, as the 
level of awareness is directly related to the level of adoption as shown in Table 1. The specific 
questions asked transcended beyond the awareness level as the respondents’ knowledge of the 
standard’s requirements in some instances was quizzed.

From the responses obtained, respondents were aware of the existence standard (M = 4.01, 
SD = 0.82). Respondents expressly indicated that they know the IFRS and that Ghana has adopted 
it. They also revealed that they appreciated the difference between the full IFRS and IFRS for SMEs 
(M = 4.10, SD = 0.92). This revelation was not surprising as the respondents possessed an appreci-
able level of knowledge in accounting. Knowledge of IFRS serves as a focal point in the curriculum 
of accountants at the entry-level and even at the advanced stage. Although respondents were 
aware of the standard, their comprehension of it could have been better though it was appreciable. 
Most of them were indifferent about some specific requirements of the IFRS for SMEs (M = 3.10, 
SD = 0.62). This revelation tends to impair the standard’s level of adoption. Research Question 2 
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described the extent of adoption by the preparers of the financial statement of the various SMEs 
within the Northern sector of Ghana.

4.1.2. The extent of adoption of IFRS for SMEs in northern sector 
Research Question 2 assessed the extent of adoption of the IFRS for SMEs among SMEs within the 
Northern sector of Ghana. Respondents were given the option to select among the options “full 
adoption, moderate adoption, low adoption, and no adoption.” From the data gathered, most 
(40 percent) of the respondents moderately adopted the standard. Twenty-five percent of the 
respondents adopted the standard on a low level, while 22 percent did not, with 13 percent fully 
adopting the standard. Although respondents possessed a high level of awareness of the standard, 
the extent of adoption was not at the whole level, as shown in Figure 2. The subsequent research 
objectives investigated what might have accounted for the challenge.

The researchers used the information summarized in Figure 2 to re-classify adoption into two 
main categories; non-adopters and adopters. Although some SMEs indicated partial adoption (low 
adoption and moderate adoption), it amounts to no adoption as the formulators of the standard 
expects SMEs not to settle for anything below “full adoption” (Mukokoma & Tushabwomwe, 2019). 
Based on this, 13 percent fully adopted the standard while majority (87%) did not.

4.2. Empirical results from hypotheses testing
The three main hypotheses were analyzed using PLS-SEM. A diagnostic test was done to assess the 
normality, multi-collinearity, autocorrelation, and validity and reliability of the model.

Table 1. Level of awareness of IFRS for SMEs
Statement Mean SD
I am aware of the International 
Financial Reporting Standards 
(IFRS)

4.57 0.83

I know the IFRS are used for 
preparing financial statements?

4.04 0.87

I know there are various types of 
IFRS

4.25 0.79

I have heard of Full IFRS before 4.37 0.83

I have heard of IFRS for SMEs 
before

4.21 0.82

I know IFRS for SMEs is different 
from Full IFRS

4.10 0.92

I know Ghana has adopted IFRS for 
SMEs

4.19 0.78

I am aware there is no deferred 
tax exemption under IFRS for SMEs

3.10 0.62

I know that all research and 
development cost are expensed 
under IFRS for SMEs

4.04 0.79

I know that under IFRS for SMEs 
only the cost model is permitted 
for asset valuation

3.21 0.99

Mean of means/Average Standard 
Deviation

4.01 0.82

Scale: (1.00–1.49 = Fully not aware, 1.50–2.49 = Not aware, 2.50–3.49 = Neither aware or not aware, 3.50– 
4.49 = Aware, 4.50 − 5.00 = Fully aware) 
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4.2.1. Test of Pre-SEM fundamental assumptions 
Normality testing is one of the pre-SEM fundamental assumptions. Using skewness and kurtosis, the 
dataset’s normality was evaluated. Hair et al. (2014) state that Z-Skewness is a crucial parameter. The 
PLS test was applied to identify data abnormalities after the initial data analysis. Table 2 demon-
strated that the fundamental premise of normalcy was satisfied. The excess kurtosis and skewness 
requirements (± 2.58 and 1.96, respectively) satisfy the normalization assumption.

The study diagnosed multicollinearity. The presence of multicollinearity implies that many 
constructs share variances, such as high construct correlations and shared attributes (Andreev 
et al., 2009; Bagozzi & Yi, 2012). The study utilized VIF measures to assess multicollinearity. The 
VIF demonstrates how one building component affects others (Urbach & Ahlemann, 2010). VIFs 
above 10 imply high collinearity (Henseler et al., 2009). According to Hair et al. (2014), a VIF 
score above 5.00 indicates significant multicollinearity, below 5.00 is moderate, and below 0.20 
shows no multicollinearity. Table 3 displays all VIF values below the 5.00 cut-off. (Hair et al., 
2014). PLS enhanced business research for 30 years. Companies utilized PLS often between 
1985 and 2010 (Hair et al., 2014). The correlation matrix analyzed dependent, independent, 
and control variable multicollinearity. Table 3 shows discriminant validity for each valid 
research construct.

4.2.2. Measurement of the model’s validity and reliability 
The research assessed model validity and consistency. The analysis measured item construct 
validity and reliability using factor loadings, Cronbach’s alpha, composite reliability, and Average 
Variance Extracted (Table 4). The items scored 0.6, 0.7, 0.7, and 0.5 respectively; hence the data 
was deemed valid and reliable. Our theoretical model constructs were considered valid. The data 
constructs have good internal consistency and reliability, as shown by D.G’s Rho value (0.818– 
0.981 > 0.7) and Cronbach’s Alpha (0.728–0.915 > 0.7). The model’s composite reliability (CR) is 
0.813–0.890 > 0.8. AVE values are (0.643 to 0.7463 > 0.5). Thus, the items were valid and 
trustworthy for measuring IFRS adoption drivers in Northern Ghana.

4.2.3. Discriminant validity using fornell-larcker criterial and Heterotrait-Monotrait Ratio (HTMT) 
The study concluded that these prior studies demonstrated convergent validity. The discrimi-
nant validity of the model was evaluated. Table 5 summarizes outcomes. Acceptable values are 
those that are less than 0.90. Fornell-Larcker Criteria-based and HTMT techniques validate the 
structural model. The discriminant assists the researcher in linking the dependent and inde-
pendent variables of the investigation. Researchers discovered a correlation between the two 
concepts. In addition, discriminant validity was evaluated to determine if unrelated measures 
are indeed unrelated. Table 5 displays findings for discriminant validity. According to the 
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Fornell-Larcker criterion, the square root of the average variance recovered for each construct 
must be more significant than its strongest correlation with any other construct. Table 5 
demonstrates robust discriminant validity.

The heterotrait-monotrait (HTMT) correlation ratio is becoming more common for PLS-SEM 
discriminant validity measurement than the Fornell-Larcker criterion and cross-loadings. The 
correlations’ heterotrait-monotrait ratio is a measure of discriminant validity. The HTMT matrix 
uses correlation absolute values (Longo et al., 2017). Two reflective conceptions are discriminatory 
if the HTMT score is less than 0.90.

4.2.4. Measurement of the model 
A structural model is constructed using the path’s R2, Q2, and F2 significance. The quality of the 
model is defined by the strength of each structural route as measured by the R2 values for the 
dependent variable (Hair et al., 2020). The R2 should be greater than or equal to 0.1 (Falk & Miller, 
1992). Table 6 indicates that the R2 value is more than 0.1. Thus, predictive significance is 
demonstrated. Additionally, Q2 confirms the endogenous construct’s predictive significance. A Q2 

value greater than 0 indicates the model’s predictive usefulness. The findings indicate that the 
construct’s predictions are significant (see, Table 6). The purpose of model fit assessment is to 
validate the theoretical model using the technique of parameter fitting (Benah & Li, 2020; Owusu 
et al., 2022). Furthermore, the model fitness was assessed using SSMR. The value of SSMR was 0.06, 
thus the value is above the require value of 0.10 indicating the acceptable model fit (Hair et al., 
2013) as shown in Table 6 and Figure 3.

4.2.5. Significance of the model 
The Bootstrapping technique permits the study of the importance of the link between model 
components through the interpretation of t-statistics and the correlation between these con-
structs by comprehensively analyzing the path coefficient values. The t-statistics must be 
greater than 1.96 to be deemed significant (Chin, 1998a). Table 7 summarizes these data. 
The significance of the model was first using R2, F2, and Q2. The use of R2 was to measure how 
the independent variables (Coercive isomorphism, Mimetic isomorphism, Normative isomorphism, 
and Environmental Factors) explain the variations in the dependent variable (IFRS for SMEs 
Adoption). In line with the findings of (Falk & Miller, 1992; Hair et al., 2020), the R2 explains 
the strength of each structural route as measured by the R2 values for the dependent variable. 
The R2 should be greater than or equal to 0.1. The R2 should be greater than or equal to 0.1. 
(Falk & Miller, 1992). Table 7 indicates that the R2 value is more than 0.1. The study found that 
CIS and ENF to IFA indicates an R2 value of 0.843 and 0.789 respectively, while MIS and NIS did 
not have a significant impact on IFA revealed a respective R2 value of 0.457 and 0.213. This 
study revealed that the variables (CIS and ENF) account for more than 70% of IFRS adoption 
variations for SMEs in the Northern sector of Ghana. The model was further tested for its 
predictive accuracy using the statistical value of Q2. Additionally, Q2 confirms the endogenous 
construct’s predictive significance. A Q2 value greater than 0 indicates the model’s predictive 
usefulness (Cai et al., 2022). The findings indicate that the construct’s predictions are signifi-
cant. The study further adopted the F2 to measure the effect size of the strength interplay path 
among the latent variables in the structural model (Hair et al., 2014). Per the findings of 
(Cohen, 1988; Hair et al., 2014), the effect size of >0.12 (small), >0.15 (moderate), and >0.35 
(large) demonstrate as to whether an exogenous construct has a significant impact on the 
endogenous construct. The model revealed that F2 > 0.35, indicating a significant effect of (CIS 
and ENF) on IFA. The remaining sections explain the results of the hypothesis formulated for 
the study.
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4.3. Hypothesis testing
The following hypotheses were formulated and tested;

Proposition 1: 

H1a: Coercive isomorphism significantly influences SMEs’ adoption of IFRS for SMEs.

The study analyzed whether the pressure mounted by a regulatory organization such as the Ghana 
Enterprise Agency or the registrar of companies mount of SMEs in Ghana, specifically in the 
Northern sector, significantly influenced their level of adoption of IFRS for SMEs. The study revealed 
a positive effect of Coercive Isomorphism (CIS) on IFRS Adoption (IFA) in Northern Ghana, based on 
the first research hypothesis. The research discovered that CIS has a statistically significant 
positive relationship with IFA (β1a = 0.843, t = 11.812, p < .05). The hypothesis is thus supported, 
as seen in Table 7. 

H1b: Mimetic isomorphism significantly influences SMEs’ adoption of IFRS for SMEs.

In addition to the above, the study further analyzed how the mimetic behavior of SMEs in the 
Northern sector influenced their level of Adoption of IFRS for SMEs. Based upon the analysis of the 
response from the accounting staff and administrators of the SMEs involved in the study. It was 
revealed that Mimetic isomorphism (MIS) had no significant influence on SME’s decision to adopt 
IFRS for SMEs in the Northern sector of Ghana (β1b = 0.457, t = 20.126, p > .05). Other similar 
organizations did not influence the decision of SMEs to adopt IFRS for SMEs in the field. Successful 
organizations similar to SMEs do not influence how the SMEs prepare their financial reports. 

Figure 3. Outcome of structural 
model.
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H1c: Normative isomorphism significantly influences SMEs’ adoption of IFRS for SMEs.

The following section analyzed how the collective decision by SMEs belonging to IFAC influ-
enced their choices in adopting IFRS for SMEs in reporting their financial and corporate docu-
ments. The study tested the hypothesis that NIS influenced the IFA of SMEs in the Northern 
sector. It was found that Normative isomorphism had no significant effect on SME’s decision to 
adopt IFRS for SMEs in the Northern sector of Ghana (β1c = 0.213, t = 18.130, p > .05). This 
revealed that professional organizations in the field of accounting do not influence the deci-
sions of SMEs to adopt IFRS for SMEs. 

H1d: Environmental factors significantly influence SMEs’ adoption of IFRS for SMEs.

The model further tested whether environmental factors such as enforcement quality, culture, 
economic conditions, political system, and tax systems significantly influenced SMEs adoption 
of IFRS of SMEs in the Northern sector. From the results, it was found that Environmental 
Factors (ENF) positively influenced IFRS for SMEs adoption (IFA) of SMEs (β1d = 0.789, 
t = 12.869, p < .05). This implies that the presence of environmental factors provides a higher 
chance of SMEs adoption of IFRS for SMEs in the preparation and presentation of financial 
reports. 

H1e: The level of Awareness of SMEs significantly influences SMEs’ decision on IFRS for SMEs 
adoption: Moderating the role of the level of compliance in the Northern sector of Ghana

The model tested the significant mediating role played by the Level of Compliance (LOC) on the 
relationship that exists between an SME’s level of awareness (LOA) and IFRS for SMEs adoption 
(IFA). The study first conducted a mediation analysis assessing LOC’s direct and indirect effect on 
IFA. The results revealed a significant total effect of LOC on IFA through LOA. Details of the model 
revealed a significant direct effect of LOC on the IFA of SMEs in the northern sector of Ghana. The 
results revealed that the Level of Awareness (LOA) significantly moderates the relationship 
between the Level of Compliance (LOC) and IFRS adoption (IFA) ((β1e = 0.689 t = 18.612, 
p < .05). Therefore, supporting the hypothesis that LOC significantly moderates the effect of LOA 
on IFA in the northern sector of Ghana. 

Proposition 2:

H2: The challenges associated with IFRS for SMEs significantly influence its Adoption in the 
Northern sector of Ghana

The adoption of IFRS for SMEs has faced several internal and external challenges. Most SMEs did 
not prepare their financial reports using the standard due to the cost associated with it. Others 
also failed to do so due to its complex nature and difficulty in understanding. Some were also of 
the view that, regulatory bodies do not provide any support. These challenges can impair the 
essence of adopting the standard in preparing and presenting SMEs’ financial reports. Therefore, 
the researchers hypothesized that the challenges SMEs faced during the implementation of IFRS 
influenced their decision to adopt IFRS for SMEs in their financial reports. The study found that 
there exists a positive effect of challenges of IFRS (COF) on IFA among SMEs in the northern sector 
of Ghana as shown in the model (β2 = 0.713 t = 10.939, p < .05). 
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Proposition 3:

H3:The challenges associated with IFRS for SMEs standard positively affect the level of 
Awareness of IFRS of SMEs in the Northern sector of Ghana

The last research hypothesis investigated whether the challenges of IFRS for SMEs (COF) positively 
influenced the LOA of IFRS among the SMEs involved in the study in the Northern sector of Ghana, 
as shown in Table 7. The study found that challenges of IFRS for SMEs (COF), such as the high cost 
of adopting, the complex nature, lack of proper instructions, had no significant influence on the 
level of awareness of IFRS for SMEs (β3 = 0.738 t = 12.639, p > .05).

4.4. Discussions

4.4.1. Awareness level of the IFRS for SMEs standard among the SMEs 
From the study findings, preparers of financial statements of SMEs were aware of the existence of 
IFRS for SMEs on a whole. This implied that the standard was popular among SMEs within the 
northern sector although their level of awareness in areas such as deferred tax exemption and 
valuation of asset was moderate. Therefore, there is a possibility of a higher chance of adoption 
and compliance with the standard’s requirements as awareness of the standard is the initial step 
for adoption and compliance. Pais and Bonito (2018) held that one key route to the effective 
adoption and implementation of any IFRSs is demonstrating acceptance of the standard by the 
complying body and familiarity with the standard.

The high level of awareness of respondents towards IFRS for SMEs, although not surprising, 
deviated from the propositions of other scholars investigating the matter. Aside the revelation of 
Modibbo et al. (2015), which was confirmed by the current study, Dhliwayo (2017), Mawutor et al. 
(2019) stated that most preparers of financial statements for SMEs were not aware of the 
existence of the standard. Although the findings of this study deviate from them, it is not 
surprising because the content of the curriculum for accounting professionals expounds exten-
sively on the standard. Due to this, the majority of account personnel are aware of the standard.

4.4.2. The extent of adoption of IFRS for SMEs 
Although the respondents were aware of the existence of the standard, compliance with the 
standard’s requirements was not automatic. From the study, it was evident that SMEs have low 
compliance levels with the use of IFRS for SMEs in preparing and presenting their financial 
statements as majority of them are not fully adopting the standard. With this revelation, it is 
clear that the cause of the low compliance may be a decision by the SMEs not to fully comply with 
the standard for specific reasons. The majority of the respondents, who are diploma and degree 
holders and not ICAG members, lacked the required qualification to appreciate the need to fully 
comply with the standard regulating a firm’s financial reporting.

To instill public confidence, SMEs must migrate from merely keeping financial records and 
preparing some financial statements to preparing financial statements per the requirement of 
the approved standard (Amoah & Amoah, 2018; Musah et al., 2018; Nketsiah, 2018). This aims to 
ensure harmony in preparing financial statements to enable comparison to all IFAC member 
countries.

The results gathered on the level of compliance with the IFRS for SMEs shares the findings with 
other scholars who investigated a similar phenomenon. For instance, Arhin et al. (2017)’s study 
revealed that the adoption level of IFRS for SMEs was very low, as only 12 percent adopted the 
standard. Their reason for the inability to adopt differed from the current study as they indicated 
that respondents did not possess the requisite skills to implement the standard. This study also 
corroborates the findings of Dhliwayo (2017) and Mawutor et al. (2019), who revealed low 
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standard adoption. The low adoption was due to the low level of awareness, confirming the reason 
given by Arhin et al. (2017).

Furthermore, the findings of this study related more to Abraham and Adeiza (2020), who 
revealed that SMEs’ level of adoption was relatively low and attributed that to the cost of adoption. 
According to Abraham and Adeiza, the costs involved in adopting the standard outweighed the 
expected benefits the organizations enjoy from adopting the standard. This was translated into 
a low level of adoption and compliance with the requirement of the standard. However, this study 
contradicts the findings of Abakah (2017), who revealed a different picture of adoption and 
compliance. According to them, Medium-scale enterprises’ level of compliance was preferably 
high, about 77.9%.

4.4.3. Factors influencing the adoption of IFRS for SMEs in the Northern Sector of Ghana 
From the study, the respondents revealed that coercive isomorphism has the highest impact on 
adopting the standard IFRS for SMEs. This implies that the existence of specific systems and 
institutions coerces SMEs to implement the standard. Institutional bodies like the Ghana 
Enterprise Agency and the companies’ registrar regulate SMEs’ procedures in Ghana. These institu-
tions require SMEs to present their financial statements standardized as approved by IFAC, the 
regulatory body for the practice of accounting. For tax, the Ghana Revenue Authority periodically 
conducts tax audits to ensure whether registered businesses of which SMEs are part prepared 
financial statements appropriately to depict their actual profit or loss.

This study confirmed the findings of other scholars who revealed that coercive isomorphism 
significantly influenced the adoption and compliance with accounting standards. For instance, Al- 
Akra et al. (2009), Judge et al. (2010), and Ritsumeikan (2011) revealed that international bodies 
like the IASB, IMF, and World Bank had put pressure on Jordan to adopt the accounting standard. 
This was subsequently passed on to firms within the jurisdiction of the affected countries. In the 
case of SMEs within the northern sector of Ghana, the influence to adopt came from organizations 
responsible for regulating these SMEs’ operations. The current study, however, contradicted the 
findings of Kaya and Koch (2015). According to Keya and Koch, coercive isomorphism does not 
affect the adoption of IFRS for SMEs.

Again, the study revealed that mimetic isomorphism does not significantly influence the adop-
tion and implementation of IFRS for SMEs. This indicates that SMEs within the study area do not 
see the need to imitate other successful organizations regarding preparing financial statements in 
accordance with IFRS for SMEs. The probable reason may be that the study area is regarded as the 
most remote region within Ghana. Due to this, the presence of pioneering firms who are influential 
in reporting financial information in the required manner may be few there compared to the 
southern sector of the country. With this, their impact on SMEs’ financial statement preparation is 
very low.

This study’s revelation did not align with the findings of other scholars (Albu et al., 2011; Judge 
et al., 2010; Kossentini & Othman, 2014; Ritsumeikan, 2011; Sellami & Gafsi, 2018) who researched 
a similar concept. According to them, many multinational corporations form mimetic pressures 
influencing countries to adopt IFRS. They concluded that mimetic isomorphic pressures influence 
the adoption of IFRS as it happens to be a powerful force driving the adoption rate among 
organizations.

Furthermore, from the study, it was clear that normative isomorphism does not influence the 
adoption of IFRS for SMEs among SMEs within the northern sector of Ghana. This implies that the 
professional body of accountants in Ghana does not influence SMEs regarding the adoption and 
compliance with the requirement of IFRS for SMEs. This revelation is not surprising as most SMEs 
cannot boast of top accounting professionals who are members of the ICAG, ACCA, CIMA, etc, 
being the preparers of their financial statements. At best, most of the preparers of the financial 
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statements for these SMEs are students of the institute who are yet to be admitted into member-
ship. Owing to this, they need to be more keenly regulated by the professional body to stick to the 
standard’s requirements. Until these accountants become members of the professional accounting 
body, the impact of normative isomorphism will continue to be low.

This finding was in line with the revelation made by Kossentini and Othman (2014) and Sellami 
and Gafsi (2018) who investigated the impact of normative isomorphism on adopting IFRS among 
SMEs. According to them, professional pressure has an insignificant impact on adopting IFRS for 
SMEs. They revealed that professional bodies do not influence SMEs to comply with the require-
ment of IFRS for SMEs. This finding, however, contradicts what Hassan (2008) and Muniandy and 
Ali (2012) revealed about mimetic isomorphism in adopting IFRS for SMEs. They indicated that 
regulatory bodies of accounting play a very significant role in adopting accounting standards.

Finally, the study revealed that environmental factors significantly influence the adoption of FRS 
for SMEs. Specifically, enterprise attributes such as profitability and audit type positively influence 
the adoption of IFRS for SMEs. Enterprises with high-profit margins were found to conform to the 
accounting standard requirement. This may be because enterprises with colossal profit margins 
can afford the services of a chartered accountant who appreciates the need for conformance to 
the accounting standard. Again, these enterprises are regularly monitored by the Ghana Revenue 
Authority for the payment of taxes; hence they mostly prepare their financial statements in 
a standardized manner conformable to the requirement of IFRS for SMEs.

Also, SMEs who subject their financial statements to regular audits ensure that their financial 
statements are compatible with the requirements of the international auditing standard, which is 
similar to IFRS. This finding is in line with what Aboagye-Otchere and Agbeibor (2012) revealed on 
the influence of environmental factors on adopting accounting standards among SMEs.

4.4.4. Challenges of IFRS on level of awareness 
It was evident from the study that challenges confronting SMEs had a significant positive impact 
on the adoption and compliance with IFRS for SMEs. This implies that the more the challenges 
persist, the higher the chance for SMEs not being able to implement the standard fully. Some 
challenges include the high cost of implementation, the standard’s complex nature, and the 
standard’s time-consuming nature. These claims are in line with Tesfu (2012), who revealed that 
the high cost of adopting, the complex nature of accounting standards, the lack of proper 
instructions from regulatory bodies for implementing IFRS, and the emphasis on fair value 
accounting were the challenges hampering perfect adoption and compliance. In the opinion of 
Le Thia et al. (2019), the challenges facing SMEs in their quest to adopt the IFRS for SMEs are the 
high cost, the complexity of information disclosure, and the subjectivity of some information.

5. Conclusion and recommendation
Those responsible for preparing financial statements for SMEs have the primary requirement to 
fully comply with the IFRS requirement due to their awareness of the standard. This is because 
awareness of the standard is a precursor to adoption and compliance. Although this requirement is 
appropriate, it is not sufficient to warrant full adoption and implementation of the standard. 
Coercive and environmental factors highly influence adoption and implementation. The challenges 
SMEs face also influences the adoption and implementation of the standard. These forces have 
impaired the full adoption and compliance with the requirement of IFRS for SMEs.

Evidence from this suggests that SMEs within the Northern sector of the country do not prepare 
financial statements in line with the regulatory requirements. Therefore, it implies that the quality 
of financial statements prepared by these SMEs could be better since they must fully comply with 
the accounting standard regulating their operations. This also begs the question of whether SMEs 
are meeting the requirements of their establishment, are flouting the rules for their institutions, or 
whether standard enforcers are ensuring the right things are done. To achieve full adoption, 
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regulatory bodies must regularly inspect the books of SMEs to ensure they are implementing the 
standard requirement. Again, they should provide support and incentives such as tax incentives, 
training, and technical assistance to SMEs to encourage their adoption. Financial institutions and 
investors should encourage SMEs to adopt the standard in order to increase their trust in the 
financial reports of these companies and reduce the risk of investments

The study was premised on the institutional theory, which outlines three central isomorphic 
pressures influencing the adoption of the standard. From this study, coercive isomorphic pressure 
and some environmental factors positively influence the adoption and implementation of the stan-
dard. The understanding of this is that, for SMEs to fully comply with the standard’s requirements, 
regulatory authorities must regularly inspect the financial records of these SMEs to ensure they stick 
to the IFRS for SMEs standard. Also, SMEs must be encouraged to employ the services of associates 
and members of ICAG to assist in preparing financial statements to attain maximum quality.

6. Limitation and area of further study
The study cannot be generalized to other parts of the country since it was based on the activities of 
SMEs within the Northern sector. With this, a further study could be conducted engaging all other 
sectors within the country to obtain a holistic picture of the status of SME’s adoption of IFRS for 
SMEs, nationwide. Again, using only a closed-ended questionnaire meant that the inherent limita-
tion present within the instrument could be addressed. A further study can employ the mixed 
method approach to manage these limitations.
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