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Abstract

Introduction. This research is focused on the quality of financial and non-financial reporting of Romanian companies. Regarding
Romanian companies, the lack of transparent information is visible compared to other EU member states. In Romania, it is
common practice to keep some information on financial and economic results obtained secret, and requests to communicate
the information to partners are not commonly encountered.

The objective of our case study is focused on the analysis of the quality disclosure in reporting based on a sample of 70 companies
from Romania which were investigated by means of a questionnaire consisting of 17 questions in 2011-2016. The first part of
the questionnaire includes questions regarding the importance of volunteering disclosure and contribution of information in the
reporting company in relation to the interests of company reporting. The second part consists of 8 questions about internal data
and information of the company and the sector in which it operates.

Results. The findings concerning the reporting of financial and accounting information indicate that more than one half of the
surveyed companies reported additional financial accounting information.

Regarding the attitude of the analysed companies towards the appropriateness of introducing a management report which will
include a breakdown of information provided through financial reports, most of the companies, first of all those micro and small
ones, were reticent and gave negative answers.

Considering the behaviour shown by the analysed companies, we found slight differences between the features
considered important for different types of users of accounting information. For managers, the most important feature was
relevant and accurate representation. Investors and shareholders, as well as managers, are also interested in relevant and
accurate representation. Long-term creditors show a slightly higher interest for verifiability, comparability and accuracy of
representation.

Conclusion. Advanced disclosure quality of both qualitative and quantitative information in reporting is of high significance for
modern Romanian business. With this regard, we created the drawing prerequisites of an efficient model of disclosure. The
proposed procedure, which includes qualitative and quantitative information, can influence the quality of reporting including the
events and transactions registered after reporting (IAS 10), changes in the policies and accounting errors (IAS 8), peculiarities
occurring during the assessment and communication of the value of intangible or tangible assets, the difference between the
market value of the company and its book value, the presence of fictitious assets, the presence of fair value or optional fair value
for financial instruments, etc.
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ACCOUNTING, ANALYSIS AND AUDIT

MoBepiHka nignpuemcTB i3 PyMyHii B npoueci NigBULLEHHS SIKOCTi PO3KPUTTA €KOHOMiIYHOI Ta dhiHaHcoBOI iHchopmauii
AHoTauif. Po60oTy NpucBAYeHO npoLuecy NigBULLEHHSA SKOCTI (hiHaHCOBOI Ta HediHaHCOBOI 3BITHOCTI PYMYHCLKMX KOMMaHIlA.
HesBarkaroun Ha psig [ocnigykeHb 3a3Ha4eHOro NUTaHHSA, BYEHI He 3MOIN BUSHAYMTY BigNoBigHI NOKAa3HMKN, O MOXXYTb 3HANTU
LUMPOKe 3aCTOCYBaHHs B akagemMidyHoMy Ta npodeciiHoMy cepefoBuLli. Y cTaTTi 3pobneHo Ornsg akTyasbHUX MOKa3HKKIB,
3arnponoHOBaHNX PIiSHMU PENTUHIOBUMK areHTCTBaMu N (iHaHCOBMMU aHaniTmkamu. Y xodi nNpoBedeHOro emmnipnyHoro
OOCNioKEHHSA O3HaYeHi MoKasHMKM 6ynn BrunpasneHi abo BiAKOPUroBaHi aBTopamMm Ljiei cTaTTi.

Knro4oBi cnoBa: skicTb po3kpuTTa iHopmauii; diHaHcoBa Ta HediHaHcoBa 3BiTHICTE; MCBO/MC®3; eBponeicbki Ta

HauioHasbHi cTaHgapTy (hiHaHCOBOI 3BITHOCTI.
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1 chuHaHcoBoW UH(opmaLun

AHHoTauma. [aHHas paboTa nocBseHa MNpoLeccy MOBbIWEHUA KaydecTBa (PMHAHCOBOM U He(UHAHCOBOW OTYETHOCTU
PYMBIHCKMX KOMMaHWil. HecMOTpsi Ha TOT hakT, YTO CyLLeCcTBYeT psig UccnefoBaHnii B OTHOLLEHMN BbilLeyka3aHHOro BOnpoca,
yYeHble HE CMOITN ONPeaeNnuTL COOTBETCTBYHIOLLME NOoKa3aTenu, KOTopble MOFyT HalTh LUMPOKOE NPUMEHEHMNE B aKafeMNYeCcKomn
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6bINN McnpasneHbl IGO0 OTKOPPEKTUPOBaHbLI aBTOPaMU JaHHOW CTaTby.

KnroueBble cnosa: ka4eCTBO PacKpbITSA UHopMaumu; puHaHcoBas 1 HeuHaHCcoBas OTHETHOCTb; MCBY/MC®O; eBponeinckme

N HauMoHanbHble CTaHaapTbl 6yxranTepCKoro ydeTta.

1. Introduction

The importance of disclosure quality (DQ) within an eco-
nomic and financial disclosure process becomes increasingly
noticeable, given that its role is to contribute to «smoothing»
information asymmetry between the entity that transmits or
reports economic and financial information and the share-
holders with different interests in this respect. The latter, even
though they have no access to the direct source of informa-
tion, are interested in the results of the entity’s reporting, es-
pecially in its performance.

Firstly, considering the fact that a number of financial in-
dicators are considered to be indispensable, to evaluate the
company’s performance, the related indicators which one can
find in all models of performance measurement of the compa-
ny, should be addressed in a manner which takes into account
changes occurring in the International Accounting Standard
Board with regard to the mandatory application of the new
standards IAS/IFRS by companies listed on a regulated mar-
ket of the EU, or Directive No. 34 of the EEC harmonised with
EU countries’ national accounting regulations for unlisted com-
panies, since there are situations where they do not reflect a
full potential to participate to the creation of the performance.

Secondly, rethinking and redefining the qualitative characte-
ristics of the information included in financial reporting within the
new conceptual IASB framework versus the old one, based on
two accounting principles considered to be fundamental in eva-
luating the elements of the financial statements of the reporting
entity, may lead or may directly influence the information trans-
mitted to the external environment. Therefore, we cannot ignore
these aspects considered essential for a primordial research, be-
cause the impact is felt at the level of the empirical research.

Changing and establishing a new hierarchy of these quali-
tative characteristics, which are related to the economic and
financial information, clearly contributes to a change of infor-
mation culture for reporting entities as well as shareholders,
an issue that is difficult to analyse given that the effects will be
felt by both sides.

The most significant difficulty in improving the disclosure
process is that, a lack of meaningful information from an ac-
counting perspective at the level of the financial reporting in
terms of quantity and quality will remain an open question no
matter how rigorously economic and financial indicators are
determined/measured, as long as the those involved in the
disclosure process are insensitive to issues raised by acade-
micians and practitioners.
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Thus, reporting companies in our country, which are cha-
racterised by a wide geographical spread, are subject to our
research. In this context, our attention will be focused mainly
on the creation and disclosure of value. Basically, interests of
shareholders are considered to be protected if the value crea-
ted by the reporting entity is distributed among all the sub-
jects who contributed directly or indirectly to its generation.

While interacting with stakeholders, the company can adopt
a manipulative behaviour trying to persuade them to take deci-
sions consistent with management objectives. Therefore, there
may be situations of bad disclosure of the company, oriented to
influence the perception of the users of economic information,
either directly by manipulating financial statements or indirectly
by manipulating other communicated information. The ultimate
goal is to avoid the manipulations which occur through the im-
provement of the content of the information, or amendment the
«impression» conveyed to create a more favourable perspec-
tive, or the so-called self-interested view of the concept of per-
formance of the company (Beattie and Jones, 1992).

2. The limits of current approaches by analysing the
current state of knowledge related to the disclosure level

Since the 1960s, a growing number of companies have
been developing their own disclosure strategies, based on
«broadcasting time», which is the reduction of time to report
information in response to requests from the external environ-
ment (Cohende and Llerena, 1990).

In today’s economic environment, financial disclosure is
not complete and transparent information still cannot be ful-
ly achieved. Financial disclosure has sparked interest of the
French academic environment. Definitions found in scientific
literature is quite heterogeneous, for example those sugges-
ted by Capron and Quairel, 2006; Cormier and Magnan, 2003
and Escoffier, 2003. Some definitions describe a mix between
financial advertising, financial information and financial disclo-
sure. Also, French authors support the idea that economic and
financial disclosure has its origin in the first wave of privati-
sation of the mid-1980s (Agnello and Pierce, 1996; Guimard,
1995). Raking limits proposed by researchers and failure to
appreciate the multidimensional DQ has led to the need to dis-
cover its importance and pragmatic role in both research de-
velopment and the pursuit of knowledge.

In this limited framework of economic and financial disclo-
sure at the level of the economic entity, quality disclosure plays
an essential role. In most studies on quality disclosure, there
are divergent views, which through various methodological



approaches or empirical studies, support totally incompatible
positions, namely, which are listed below.

There are several studies that emphasise the function of
information and knowledge disclosure oriented towards va-
rious subjects who aim at many interests based on the eco-
nomic performance of the reporting entity (Provasoli, 1989;
Hlaciuc, Mates, Grosu and Socoliuc, 2013; Mot et. al., 2014).
At the same time, it was presented how economic and finan-
cial disclosure influence the behaviour of the involved sub-
jects, leading to their decisions, actions or inactions, depen-
ding on the content of the message transmitted (Cattaneo and
Manzonetto, 1992; Azzali and Mazza, 2013; 2015).

The international scientific literature describes the so-
called decision-usefulness approach defining an essential tool
in providing useful information to substantiate decision-ma-
king subjects (Grosu, 2013). According to this approach, the
significance of information should be determined by its useful-
ness and ability to satisfy the recipients of the conveyed mes-
sage, i.e. information needs expressed by the recipients. Basi-
cally, information becomes important when it is able to make
a difference in conditioning the decision making process by
shareholders, owing to which they possess predictive value
(IASB, 2010). In view of the facts mentioned above, the opi-
nions expressed by the authors of the present research do not
appear to be incompatible. A synthesis of the two illustrated
cases show that they both have a common denominator to
reduce the information asymmetry that exists between those
who benefit from economic and financial disclosure, with re-
gard to decision making purposes and persons in charge of
distributing or transmitting information (Gao, 2012).

The importance of the disclosure quality is essential when
increasing asymmetry between entities that are required to
submit economic and financial information to shareholders
who do not have direct access to the source of information
and are interested in economic results of the company’s ma-
nagement (Francis, Nanda and Olsson, 2008). A higher quali-
ty of disclosure involves an advantage knowledge held by the
issuer of the information against its receiver and at the same
time favourable to a specific type of behaviour for both cate-
gories (Mihaila and Grosu, 2017).

Quiality disclosure has become a decisive factor within the
disclosure policies of companies, playing a fundamental role in
their efficient growth and functioning in the market with which
they interact. In fact, the importance of economic and financial
disclosure derives from its very presence as an intermediary in-
strument between the management of the company and other
participants in the market, who pay special attention to external
investors. In such a case, the intensity of economic and finan-
cial disclosure is measured by increasing non-monetary infor-
mation, along with accounting information (Lev, 2001). All this
information can be transmitted through various ways, through
formal or informal channels. Such information may be qualita-
tive or numerical, mandatory or voluntary of financial or non-
financial character. Therefore, this research emphasises the
complexity of disclosure, which is guaranteed not only by man-
datory information that they must report to the external envi-
ronment of the company under the legislation into force, but
also by the company’s management discretion, depending on
the objectives and strategies set by the company.

Regarding Romanian companies, the lack of transparent
information is visible compared to other EU member states.

3. An analysis of the national accounting framework
for companies unlisted in Romania

According to the United Nations Industrial Development
Organization (UNIDO), the definition of SMEs is an important
issue for policy development and implementation and de-
pends primarily on the purpose of classification (Mahembe,
2011). In order to develop new policies, the UNIDO recom-
mends that countries should consider quantitative and quali-
tative indicators for defining SMEs.

The International Labour Organization has concluded that
a single definition cannot include all the dimensions of a small
or medium enterprise, as it cannot reflect the differences bet-
ween companies, sectors and countries at different levels of
development (Walton, Haller and Raffournier, 2003).
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In 1996, the European Commission adopted a recommen-
dation (96/280/EC) that established the first official definition
of SMEs. This definition was applied throughout Europe. On
6 May 2003, the Commission adopted a new recommenda-
tion, taking into account the economic development since
1996 (Centre for Strategy and Evaluation Services).

As regards the needs financial reporting, the small and me-
dium enterprises have a lot of costs and benefits associated with
the financial statements. The costs relate primarily to the pre-
paration of reports. The cost of producing financial statements
usually depends on the size of the company, which is commen-
surate with the size for small companies (Harvey and Walton,
1996; Jarvis, 2003; Mates, Puscas, Ursachi and Ajtay, 2016).

The benefits are related to monitoring and decision-ma-
king after a close analysis of the financial statements. Busi-
nesses and users of the economic-financial information be-
nefit from higher benefits if the monitoring and decision ma-
king financial situation is done efficiently and effectively. If the
benefits outweigh the costs, this means that the rules and re-
gulations related to financial reporting are idyllically imposed
(John and Heale, 2000). All companies, regardless of their size,
are bound by statutory rules of the country in which they ope-
rate to prepare financial statements according to the specified
set of accounting principles. Most of the accounting regulato-
ry systems recognise the differences between large and small
companies or between listed and unlisted companies in the
market (Devi, 2003; Bogdan, Mates and Domil, 2017).

At the international level, Canada, the UK and Australia have
differentiated reporting systems for SMEs. South Africa does
not have a differentiated financial reporting system, however
small and medium enterprises have been able to use IFRS for
SMEs as an alternative to standard IFRS since 2010 (Horton,
Serafeim and Serafeim, 2014). Many countries have exemp-
ted small companies from the statutory audit, for example pri-
vate companies in the United States have an opportunity to
submit abbreviated reports with low disclosure of information.
The existence of a differentiated regime for financial reporting
should not be developed and implemented only to reduce the
cost of producing them, but to make useful reports for users of
accounting information (Collis, Dugdale and Jarvis, 2001; Wal-
ton, Haller and Raffournier, 2003; Saudagaran, 2009).

Currently, SMEs in Romania apply to the national regula-
tions stipulated by Order No. 1802 of 29 December 2014 in
terms of the disclosure of financial and accounting information,
which is the approval of accounting regulations on the annual
individual and consolidated financial statements, regarding the
annual financial statements (Order 1802/2014 repealed Order
3055/2009 approving the Accounting Regulations compliant
with European Directives). As a result, in terms of financial dis-
closure with the international environment, SMEs often have
difficulties caused by misunderstanding the accounting system
from the part of potential investors or difficulties in data compa-
rability. For instance, many managers of SMEs operating out-
side of Romania said that one of the problems they face in fin-
ding foreign investors or when they enter into an international
contract/partnership is the reporting of differentiated economic
information, because the financial statements are not under-
stood nor reliable for those whom they are intended.

Another direction in terms of differentiated reporting of
SMEs in Romania consists in implementing International Finan-
cial Reporting Standards for SMEs, as they were issued by the
IASB. In the actual mandatory economic and financial disclo-
sure market in Romania (financial information), we can say that
the real needs of users of information are different from those
provided by the IFRS for SMEs. We make a distinction between
what is intended and what should be sought after international
reference standards in terms of economic disclosure.

We can say with certainty that the main external user of in-
formation in the financial statements of SMEs is the State that
performs the functions of tax collection and revenue sharing.
Providing information is a mandatory way of disclosure with
the external environment of enterprises. Through its regulated
institutions, the State calls monthly, quarterly, half yearly and
annually for statements and various reports to ensure accu-
racy, reliability and comparability of the information provided.
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4. A case study analysis of the quality disclosure within
the Romanian companies

The objective of our case study is focused on the analysis
of the quality disclosure based on a sample of 70 companies
from Romania which were investigated by means of a ques-
tionnaire consisting of 17 questions in 2011-2016. The first
part of the questionnaire includes questions regarding the im-
portance of volunteering disclosure and contribution of infor-
mation in the reporting company in relation to the interests of
company reporting. The second part consists of 8 questions
which are focused on internal data and informa-
tion of the company and the sector in which it
operates. According to some domestic authors
(Malciu, 1998), third parties who enter into busi-
ness relationships with small and medium en-
terprises «do not show interest in accounting in-
formation» and do not seem to be very interes-
ted in the financial reports of the partners. In Ro-
mania, it is common practice to keep some in-
formation on financial and economic results ob-
tained secret, and requests to communicate the
information to partners are not commonly en-
countered.

On the basis of the obtained responses, we
preceded in ranking of the quality indicators of the financial ac-
counting information (such as adjustments, reserve and other
items that were relevant to the basic research), non-financial in-
formation and other data and important information in terms of
the research, which was useful to the companies that comple-
ted the questionnaire.

Considering the results obtained in our analysis, accor-
ding to the needs of the reporting companies, we created the
drawing prerequisites of an efficient model of disclosure. The
proposed procedure, which includes qualitative and quantita-
tive information, can influence the quality of reporting inclu-
ding the events and transactions registered after reporting
(IAS 10), changes in the policies and accounting errors (IAS 8),
peculiarities occurring during the assessment and communi-
cation of the value of intangible or tangible assets, the diffe-
rence between the market value of the company and its book
value, the presence of fictitious assets, the presence of fair
value or optional fair value for financial instruments, etc.

In the Table 1 we present the results of the study based on
the sample of 61 reporting entities in Romania.

After analysing the sample in terms of size of the enter-
prises, we find that the distribution is relatively balanced. We
believe that this distribution is advantageous for this study as
one of its objectives is to identify the main differences bet-
ween various categories of businesses, which are micro,
small, medium-sized and large businesses.

The results concerning the reporting of financial and ac-
counting information indicate that more than one half of the
surveyed companies (52.46%) reported additional financial
accounting information (Figure 1).

As regards the attitude of each category of the enterpri-
ses, we have found that the vast majority of those who an-
swered yes to the first question are medium-sized and large
enterprises (Table 2).

Regarding the attitude of the analysed companies towards
the appropriateness of introducing a management report which
will include a breakdown of information provided through fi-
nancial reports, most of the companies were reticent and gave
negative answers (53.45% did not agree) (Figure 2).

Tab. 1: Categories of analysed companies

Source: Developed by the authors
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Fig. 1: Behaviour of the analysed companies in relation to the
provision of additional financial information
Source: Developed by the authors

Tab. 2: Behaviour of categories of companies reporting

financial-accounting additional information

Source: Developed by the authors

Fig. 2: Behaviour of the analysed companies
in relation to the opportunity to introduce a management
report with more detailed information
Source: Developed by the authors

As can be seen, most of those who opposed additional re-
ports are micro and small businesses (Table 3).

Regarding the study of qualitative characteristics of infor-
mation in the annual financial statements, the diagram of the
Figure 3 shows that the relevance and faithful representation
are considered fundamental characteristics of accounting in-
formation. These are the most important from the perspective
of managers, investors and shareholders.

Considering the behaviour shown by the analysed com-
panies, we found slight differences between the features con-
sidered important for different types of users of accounting in-
formation. For managers, the most important feature was re-
levant and accurate representation (find the results singled out
in Figure 4). Other categories of users produced similar results.
Investors and shareholders, as well as managers, are also in-
terested in relevant and accurate representation. Long-term
creditors show a slightly higher interest for verifiability, compa-
rability and accuracy of representation.

While conducting the separate analysis of qualitative cha-
racteristics from the point of view of managers, investors and
shareholders, we noted that investors are interested not on-
ly in the relevance and accurate representation of information
but also in the timeliness of information. This means that from
the perspective of investors for accounting information is not
enough to be relevant and represented exactly; they should
have access to the relevant information exactly when they

need it most. In conclusion, we can say that
the users of accounting information are inte-
rested in the financial statements with a con-
sistent structure which meet different require-
ments coming from a wide range of users.

Regarding the structure of financial state-
ments in accordance with the national regula-
tions, 83% of the surveyed companies believe
that the new classification is optimal in the se-
veral ways (Figure 5).

Having analysed the responses of the
companies on the current structure of financial
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stat_ements according to OMPF 1802/20_14’ namely Di- Tab. 3: Distribution of the companies opting to introduce additional
rective 2013/34/EU of the European Parliament and the  jnformation to complete the full set of data from the financial statements
Council on the annual financial statements, consolida- in their enterprise management reports

ted financial statements and related reports of certain
types of undertakings, amending Directive 2006/43/EC
of the European Parliament and of the Council and re-
pealing Council Directives 78/660/EEC and 83/349/EEC
(dimension structure adapted for different entities), we
found a satisfactory degree of positive answers.

The first category is represented by entities repor-
ting under the new simplified regulations.

The second category of entities believes that the
new structure of financial statements under Directive
2013/34/EU correlates with the type of reporting entity; ~ Source: Developed by the authors

The other categories do not form a homogeneous
structure, referring to the structure of financial statements
which is more analytical or having better debt structure
and indebtedness, or providing a better comparability
and clarity of financial statements.

As for the testing of the hypothesis about the inclu-
sion of extraordinary expenses in operating expenses af-
fecting the outcome, our hypothesis is verified by 57% of
the companies saying that the result is affected and that
if there are extraordinary expenses included in operating
income, they are unable to exactly define the real level of
earnings, which creates a situation of asymmetric infor-
mation between internal and external shareholders and
makes operating expenses inconclusive.

In this regard, 31% of entities claim that differences
were noted between the book value and the market value
(see Table 4). Such responses were relevant to only large
entities listed on BSE. Most often, this difference is asso-
ciated with the presence of intangible assets not recog-
nised and assessed in traditional reporting. In this regard,
our hypothesis is verified owing to the presence of a rela-
tively small number of large entities listed in the sample.

The attitude of companies towards the exchange of
best practices regarding improvement of the quality of fi-
nancial reporting is presented in Figure 6.

Our study is aimed at drawing a comparison between
the turnover growth rate, the number of employees and

the net income._ ) ) ] ) Fig. 3: The hierarchy of characteristics of financial and accounting
In order to identify the impact financial and accoun- information from the analysed companies’ point of view
ting disclosures have on profitability and efficiency of en- Source: Developed by the authors

terprises, we divided the sample into two groups, i.e. a
group presenting additional information and a group
showing only mandatory information. For both groups we
analysed the turnover growth rate, the number of emp-
loyees and the net result.

We calculated the average index of evolution, which in-
dicates how the turnover rate, the rate of development of
the number of employees and the development rate of the
net income grew. We have noted that the turnover growth
rate increased by 16.8%, as additional reporting informa-
tion led to an increased turnover. This relates to large enti-
ties where we observed a consistency in terms of the turn-
over growth from one year to another. The study of small
entities has revealed that the turnover fluctuates signifi-
cantly from period to period, which is shown in the Table 5.

Regarding the evolution of the average rate of the num-
ber of employees, the study shows that there is an increase
in the number of employees by 7.61% which we can cor-
roborate with the increased turnover growth rate.

The results obtained are opposite of those expected for
indicators such as the turnover growth rate and the number
of employees. We found that the group with only mandato-
ry information showed higher average growth.

Taking into account the variables, we wanted to
check whether the differences are statistically represen-
tative. Thus, we tested the variables using the T-test to
determine whether the differences between the sample

averages are representative or not (Table 6). Fig. 4: The hierarchy of characteristics of financial

We have found out that the differences identified at the and accounting information
level of the three indicators are not statistically represen- from the point of view of managers, investors and shareholders
tative (Sig.> 0.05). In this respect, we want to emphasise Source: Developed by the authors
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Fig. 5: The attitude of companies towards redefining quality
characteristics
Source: Developed by the authors

Tab. 4: The situation with regard to the analysed companies who find that
the market value of the company coincides with the book value

Source: Developed by the authors

that these are the limits of our research. The research will be
extended to a larger sample to check whether the findings will
be confirmed or not with a larger volume of data.

We believe that optimisation economic and financial dis-
closure, both compulsory and voluntary, presents a special
interest because decision makers can act with precision. In
this regard, companies should call for the voluntary disclosure
for at least two reasons: to satisfy the shareholders’ demand
of additional information as a result of feed-back received
from them, which is justified by the failure to satisfy their in-
formation needs through publishing financial reports required
by law, for example through the IAS/IFRS requirements (man-
datory disclosure), and to fulfil their own goals and strategies
set within them through voluntary disclosure (voluntary dis-
closure). For example, the publication of information can lead
to attracting new investors and retain existing ones by gaining
their trust and loyalty. The diversity and complexity of share-
holders, as well as their individual needs, partially imposed in
recent years setting of the specialised departments that aim
to connect the company and the external environment allo-
wing the centralisation of the process of information delivery.

Regarding the compulsory and voluntary disclosure and
the optimisation of the reports, we assume that the conversion

Fig. 6: The attitude of companies towards
the exchange of best practices regarding improvement
of the quality of financial reporting
Source: Developed by the authors

Tab. 5: Average turnover growth rate for the companies under analysis

in the period of 2011-2016

Source: Developed by the authors
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from mandatory information to voluntary information must
be clearly highlighted. In our opinion, an issue to be studied
thoroughly is related to the regulation of price sensitive informa-
tion concerning all information that can impact the decisions of
investors and therefore the short and long- term shares.

In the context of price sensitive information, we must em-
phasise the concept of market efficiency only in terms of infor-
mation. The second point that we need to refer to is represen-
ted by the subjective nature of the evaluation of inside informa-
tion, or the theory of informational efficiency of capital
markets that supports the effectiveness of this market
depending on the amount of available information.

5. Conclusions

The annual financial statements represent a tool of
mandatory disclosure, however the form and content
varies depending on the context of space and time.
The annual financial statements are the primary means
of disclosure with investors, which is the reason why
the voluntary disclosure is mainly aimed at overcoming
the inherent limits of the required disclosure. It evolves
and spreads to the detriment of mandatory disclosure.

We can assert that the disclosure models have
evolved in this respect, the categories of information which,
by virtue of the external environment changes, are compara-
tive data from the annual financial statements. Thus, the ac-
curate assessment and the average number of employees be-
came mandatory items and the interim reporting and segment
reporting became established practices and therefore manda-
tory practices (IAS/IFRS).

The categories of information which despite the changes
in the external environment are still considered voluntary are
the strategic/competitive information, namely perspective in-
formation, representing categories of information extremely
valuable and consequently demanded by investors and sub-
ject only to voluntary reporting that can be activated or not
by the entity. From this perspective, we support the idea that
this information should be included in the mandatory repor-
ting constituting a separate component thereof.

With regard to the disclosure of intangible assets, we be-
lieve that the recognition and measurement of intangible as-
sets in the financial statements is primary. Yet, this presents
considerable difficulties. In this respect, it is imposed to make
an accurate evaluation of the intangible assets and their recog-
nition in the entity’s financial statements in order to know the
market value of the entity especially for companies listed on
stock exchanges. We support a separate evaluation of compo-
nents of intangible assets and their recognition in the balance
sheet, which is in the mandatory disclosure, because the in-
tangible assets are of strategic importance to entities. Also it is
necessary to make a separate assessment and recognition of
intangible assets, mainly goodwill and trademarks for optimal
disclosure of the value created by the entity for shareholders.

The case study has revealed that the current structure of
financial statements satisfy microenterprises and small-sized
companies simplifying the type of reporting, however the me-
dium-sized companies and large-sized companies are willing
to resort to voluntary disclosure in order to replace the defi-
ciency of information from the required reporting. Consequent-
ly, we can affirm that our hypothesis is
verified by the heterogeneous interests
of broad categories of information users
in medium-sized and large businesses.
We can also assert that voluntary disclo-
sure is an expression of increasing hete-
rogeneous needs of information coming
from shareholders, especially in terms of
medium-sized and large companies. At
the level of micro and small companies,
where the main users of information are
the state and management and where
there is strong pressure from other ca-
tegories of users, the reports are most-
ly simplified because the state wants to
encourage these two categories of enti-
ties as well.
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Tab. 6: Independent Samples Test

Source: Developed by the authors
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