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ABSTRACT 
 

Demands for accounting information have become increasingly complex. Financial reports should be adjusted to 
meet the demands of beneficiaries, with the principal goal of ensuring business continuity. Quality financial 
reports allow the beneficiaries to estimate business continuity. Standardized assets positions, obligations, and 
capital (balancing) must be displayed for comparison across the international business trade. In Croatia, 
parallelism (dualism) exists in these standards. Enterprises rated on the stock exchange and medium and large 
enterprises must construct their financial reports according to international accounting management standards 
and EU guidelines. However, small enterprises and craftsmanships must conform with Croatian Financial 
Reporting Standards. This paper explores the problems of quality of financial reports in the Republic of Croatia 
from the perspective of beneficiaries and business continuity, because of the duality in criteria for those reports, 
and also the preparation of noncompulsory annual reports. 

 
I. INTRODUCTION 

  
Accounting information has become increasingly complex, especially because all companies are established 

under the going concern assumption. When the managers prepare financial statements, they need to assess the 
company’s ability to continue and ensure business continuity in the future. Business continuity can be defined as 
the processes, procedures, decisions, and activities to ensure that an organization can continue to function 
through an operational interruption. For these reasons, it is very important for the company to involve business 
continuity planning and business continuity management. 

Quality financial reports allow their beneficiaries to estimate business continuity. It is understood that 
standardized assets positions, obligations, and capital (balancing) must be displayed such that they are 
comparable across international business trade.  

The sudden strengthening of the capital market and demands for full transparency of financial reports, 
primarily set upon enterprises whose securities are traded on a stock exchange, have resulted in a change to the 
organizational structures, so now International Financial Reporting Standards (IFRS) are in place in addition to 
International Accounting Standards (IAS), to comply with investors’ requirements.  

The principal goal of this paper is to explore and highlight the problems of the quality of financial reports in 
the Republic of Croatia. This problem is analyzed from the perspective of financial reports of beneficiaries and 
business continuity, because of duality of criteria that guide these reports. This paper also considers the 
preparation of an annual report, which has been established as noncompulsory. 

This paper does not explore business continuity as related to liquidity and solvency but from the first time 
implementation of the annual report by company laws (2007), the accounting act (2007), and the dual financial 
report system. 
 

II. LEGAL FRAMEWORK IN CROATIA 
 
In Croatia, according to information from the government Department of Statistics (announced on their Web 

pages on February 29, 2008), 120.394 trade companies were registered; of those, only 94,993 were active 
(Central Bureau of Statistics, 2008).  

Due to the large number of enterprises, special attention should be paid to the impact of the dual financial 
reporting system. In Croatia, parallelism (dualism) occurs in financial reports standards: CFRS and IFRS. Such 
duality is also applied in practice in European Union (EU) member states, but the number of enterprises that 
apply IFRS has been significantly reduced. Application of IFRS is required for enterprises that are listed on stock 
exchanges and those that need to prepare consolidated financial reports (Regulation 1606/2002). According to 
the Accounting Act (2007), all enterprises in Croatia are required to apply Croatian Financial Reporting 
Standards (CFRS), except for large enterprises and those with stock or debt securities listed on a stock exchange 
or prepared for listing on a stock exchange, which must use IFRS. According to Article 3 of the Accounting Act 
(2007), large enterprises are those that exceed two of the following three criteria: total assets in excess of 130 
million HRK (27 million USD), revenue if 260 million HRK (54.1 million USD), and 250 employees on the 



average during a fiscal year. Large enterprises include banks, insurance companies, leasing companies, 
brokerage companies, fund management companies, and funds. 

Pursuant to the Decision on the Structure and Content of Annual Financial Reports (2007), financial reports 
are equal for the purposes of statistical research, preparation of tax returns in accordance with the Profit Tax Act, 
and for preparation of audit reports. Registry and publication of these documents have been assigned to the 
Financial Agency. 

CFRS are based on local accounting theory and practice, IFRS guidelines, and Directives IV and VII of the 
EU. The CFRS defines the issues regarding financial reports that are primarily intended for external users. The 
CFRS specifies requirements for recognition, measurement, assessment, presentation, and publication of 
transactions and events relevant to general-purpose financial reports. CFRS defines the preparation, presentation, 
and publication of financial reports for enterprises not required to apply IFRS, in accordance with the 
Accounting Act. These specifications are adapted to the needs of small- and medium-sized enterprises that 
prevail in the Croatian economy. Enterprises that prepare their financial reports in accordance with CFRS are 
required to publish in the notes a declaration of their application and compliance. The goal of CFRS is for 
financial reports based on the standards to provide information on the financial position, financial success, and 
cash flows of an enterprise. These dates are used primarily by external users in making economic decisions. 
Financial reports provide information on assets, liabilities, capital, revenues, expenses, profit, loss, and changes 
to capital and cash flow. 

The goals of CFRS are to develop standards requiring quality, transparency, and comparable information in 
financial reports in the public interest (CFRS, 2008, Framework). 

The basic assumptions in the preparation and presentation of financial reports are an indefinite time of 
operation and occurrence of event. Financial reports prepared, presented, and published in accordance with 
CFRS are based on the assumption that an enterprise operates for an indefinite period of time and that it will 
operate in the foreseeable future. Regarding this, an enterprise is deemed to have neither intent nor need to 
liquidate or significantly reduce the scope of its business (CFRS, 2008, Framework). 

The qualitative features of financial reports based on CFRS are: comprehensibility, importance, reliability, 
and comparability. Information in financial reports should be comprehensible to its users, who can only use 
information that is important and satisfies the user’s needs for decision-making support. Information is important 
if it influences economic decisions by helping users assess previous, present, or future events. Information is 
significant if its omission or incorrect presentation may influence the users’ business decisions made on the basis 
of financial reports. Information is deemed reliable if it contains neither significant error nor partiality and that 
users may rely on to present its data authentically. To be reliable, information must be neutral and impartial. 
Users financial report information  must be able to compare financial reports for other periods and to financial 
reports of other enterprises (CFRS, 2008, Framework). The principle of caution should govern the preparation of 
financial reports. Reliable information is complete within the limits of significance and cost. In addition to the 
above postulates and qualitative features of financial reporting, an enterprise should prepare its financial reports 
according to the following principles: consistent presentation, significance, summarization, and setoff. 

The principle of consistency requires that the presentation and classification of items in financial reports be 
the same during several accounting periods, unless CFRS requires changes. 

When applying CFRS for the first time, an enterprise should prepare the initial balance sheet as at the 
transition date (i.e., 1 January). The effects of any differences in the process of conforming to CFRS should be 
recognized by the enterprise directly in the retained profit or loss carried forward. The first financial reports 
prepared in accordance with CFRS contain comparable data for the preceding year, reclassified according to 
CFRS. 

Financial statements should present the enterprise’s financial position, financial success, and cash flows in a 
fair and true manner. Individual and consolidated financial statements are: balance sheet, profit and loss account, 
capital changes statement, cash flow statement, and notes to financial statements (CFRS, 2008, no. 1). 

Annual financial reports are: balance sheet, profit and loss account, capital changes report, cash flow reports, 
and notes to financial reports. Annual financial reports should provide a true and objective presentation of the 
financial position and business performance of the enterprise (Accounting Act, 2007, Article 15). 

To provide a proper basis for estimation of business continuity, the Companies Act (2007) and Accounting 
Act (2007) prescribed the obligation for publishing the annual report. The annual report conveys the condition of 
the company, which the company management board is required to submit to the general meeting in writing on 
an annual basis. The annual report on the condition of a company should at least provide a fair presentation of 
the business result and financial position of the company, including a description of the main differences and 
uncertainties to which it is exposed. This should be a balanced presentation and a complete analysis of business 
development and result and the company’s position in relation to the scope and complexity of its business. To the 
extent required for understanding business development, results, and the financial position of the company, the 
analysis should include financial and, if necessary, other indicators that pertain to the respective activities, 



including any environmental and employee notices. Where necessary, the analysis should additionally explain 
the amounts stated in the annual financial reports. The report should also include: any relevant business events 
that may have occurred after the end of the fiscal year, the expected future development of the company, research 
and development activities, notices of acquisition of own shares, existence of company branches, information on 
the use of financial instruments, and information relevant to the assessment of the state of company’s assets, 
liabilities, financial position, profit and loss, goals of management of financial risks and policies, including the 
policy for enacting protective measures against loss in certain important types of activities, separately expressed 
as the company’s exposure to overall risk, credit risk, liquidity risk, and cash flow risk in accounting. The 
declaration on application of the corporate management code is also required.   

Due to the significance of the information contained in the annual report, an audit requirement also has been 
introduced. Annual financial reports and consolidated annual financial reports of large- and medium-sized 
enterprises with stock or debt securities listed or prepared for listing on an organized securities market are 
subject to audit. Auditing of financial reports and their consistency with annual reports is performed in 
accordance with the regulations that define auditing. 

The most significant novelty in the Accounting Act (2007) is the introduction of supervision by the Ministry 
of Finance/Tax Administration to verify whether the enterprise performs its accounting activities in accordance 
with the provisions of this Act and other acts that define an enterprise’s activities and contain provisions that 
relate to accounting activities. 

 
III. ACCOUNTING INFORMATION SYSTEMS – LEGAL FRAMEWORKS IN OTHER 

COUNTRIES 
 

1. Federation of Bosnia and Herzegovina 
 

Article 3 of the Accounting and Auditing Act in the Federation of Bosnia and Herzegovina (2005) stipulates 
that the accounting standards are applicable to all private and public enterprises and sole traders, and all legal 
persons registered as such in accordance with the special regulation on the territory of the Federation, including: 
IAS; IFRS; and the relevant directives, explanations and guidelines provided by the International Accounting 
Standards Board (IASB). 

The auditing standards and principles of professional ethics for professional accountants and auditors that 
apply to the entire territory of the Federation are: International Standards for Auditing (ISA); Ethics Code for 
Professional Accountants; and all relevant directives, explanations, and guidelines provided by IASB, after 
translation and publication. 

 
2. Republic of Serbia 

 
The sphere of accounting in the Republic of Serbia is defined by the Accounting and Auditing Act (2006).  
Article 2 of the Accounting and Auditing Act (2006) states that IAS, IFRS, and the Ethics Code for 

Professional Accountants apply to the preparation and presentation of financial reports.  
Small enterprises may and large and medium-sized enterprises, consolidating holding companies and 

enterprises listed on a stock exchange are required to comply with IAS and IFRS. Translations of the IAS and 
IFRS are published in the Official Gazette of the Republic of Serbia. 

Responding to a proposal of the ministry, the government established the National Accounting Commission, 
which monitors application of the EU’s directives in the area of accounting and auditing; proposes appropriate 
solutions for the national legislation; monitors the application of IAS and IFRS; proposes to the ministry 
solutions for problems that may occur in the application of such standards; monitors any changes to the 
international accounting and auditing regulations; proposes strategy, guidelines, and action plans for 
improvements in the quality of financial reporting; initiates adoption of new laws or amendments to the existing 
regulations in the area of accounting; and cooperates with the ministry, the chamber, and faculties dealing with 
the area of accounting and auditing, as well as local and foreign professional organizations (Accounting and 
Auditing Act, 2006, Article 60) 
 
3. Republic of Montenegro 

 
The area of accounting and auditing in the Republic of Montenegro is defined by the Accounting and 

Auditing Act (2002). Accounting procedures and business reports are prepared according to IAS, published by 
the International Accounting Standards Committee (IASC), and accepted by the Institute of Accountants and 
Auditors of Montenegro. What is particularly significant and what deviates from IAS and IFRS is the possibility 
provided to small and medium-sized enterprises having annual revenues below 500K EUR (755K USD) to 



choose whether to use the invoiced performance principle or the cash performance principle. The authenticity of 
information in financial reports is confirmed by audit, which is required for financial institutions, insurance 
companies, and all companies that participate in stock exchanges or have annual revenues in excess of one 
million EUR (1.51 million USD; Accounting and Auditing Act, 2002, Article 13). 

 
4. Republic of Slovenia 

 
The Accounting Act (1999) in the Republic of Slovenia states that legal person maintain their accounts in 

accordance with law, the code of accounting principles, and Slovenian accounting standards. Article 5 of the Act 
states that accounts should be maintained in the Slovenian language and in tolars. After Slovenia joined the EU 
and accepted the EURO as the common currency, the EURO became the official currency unit in the Republic of 
Slovenia, so all business is conducted in euros. The Accounting Act (1999) determines the accounts to be 
organized by each enterprise, such as the journal, the general ledger, and supporting accounts. Law prescribes 
that accounting reports must present the actual balance of assets and liabilities, revenues, and expenses. 

In addition to the Slovenian Accounting Standards (SAS), IFRS is also applied. Pursuant to the Companies 
Act, IFRS is required for enterprises on the stock exchange and those that prepare consolidated reports, banks, 
and insurance companies. Other enterprises have the option to apply IFRS. All relevant accounting solutions 
from IFRS have been incorporated in the required SAS, so the basic accounting principles are equal for all 
enterprises. 

 
5. European Union Member States 

 
Accounting and AIS in EU member states are defined by the local accounting law, local accounting 

standards, and IFRS permitted or required in most countries for certain legal persons, especially enterprises listed 
on a stock exchange. 

However, each country has its official language and currency, which causes problems with comparability of 
financial reports. Some EU countries have solved this problem with respect to monetary currencies by adopting 
the common currency, the EURO. Currency is just one of the variables to be resolved to achieve sound 
comparability of financial reports. Other variables are language, accounting laws, and principles for valuation of 
the respective items in financial reports. Language is a problem that can be solved more easily by translating into 
a generally acceptable language such as English. 

As mentioned above, EU member states have their own accounting standards, but they sometimes require 
application of IFRS, IAS Plus—that is, use of IFRS by jurisdiction—for domestic listed and unlisted companies 
(IAS Plus, n.d.). IFRS are used in Austria in consolidated reports but are prohibited in certain reports. In 
Belgium, IFRS are required for consolidated reports of financial institutions, permitted for other enterprises in 
preparation of consolidated reports, and prohibited in individual financial reports. In Bulgaria, IFRS are required 
in both the consolidated and separate company of unlisted financial institutions and all large, unlisted, limited-
liability entities. Other unlisted companies are permitted to use IFRS. IFRS are required for all companies in 
Cyprus. In France, IFRS are permitted in consolidated statements but prohibited in separate company statements. 
In Germany, IFRS are permitted in both consolidated and separate company statements. Statutory accounts that 
conform to national General Acepted Accounting Principal GAAP are also required. The situation is similar in 
other countries, whether IFRS are used for all financial reports or for consolidated financial reports only. 
 

IV. LITERATURE REVIEW 
  

The topic of enterprise financial reports attracted the particular attentions of economists after the crash of 
several multinational enterprises (e.g., Enron). The majority of the literature still addresses the level of 
conceptual fundamentals papers and concentrates less on the level of research, considering the quality of 
financial reports in their role as continuous protection of enterprises and also for investors and others creditors. 
The literature cited thus far has illustrated the legal framework in the Republic of Croatia and other countries, 
considering regulation framework of reporting. Pathways and forms of protection of enterprises, their creditors, 
and competitors are searched for, by framework development of financial reports of the enterprise to secure 
business continuity. Such security can be ensured only if reporting reflects true and fair business information.  
     Anon, Filowitz and Kovatch (2006) tried to envisage how the Sarbanes-Oxley control could integrate within 
the framework of investment and corporation management. Increases in numbers of law and regulative 
provisions influence an information and managerial functions in enterprises in very different ways (Luthy and 
Forcht, 2006). Fearnley and Hines (2007) studied IFRS complexity. They focused on changes required for IFRS 
implementation in the UK for nonlisted enterprises. Furthermore, the researchers dealt with informations that 
should be published, particularly in annual reports with determinants that have influenced their reports (Aljifri, 



2007).Aljifri  fundamentally corroborated priority factors that may have influenced the data of UAE enterprises 
in their annual reports. This research is based on 46 listed enterprises in the Dubai financial market. Variables 
subjected to the research were: firm size, sector type, and auditor size.  
     Adams (2007) identified a particular number of impediments to the development of a sustainability reporting 
framework and its integration and planning, decision-making support, and strengths for change. Adams 
emphasized the importance for the enterprises owners and their motivation for the achievement of sustainability 
and greater accountability by means of annual reports, action research, corporate communications, and financial 
reporting. 
     Kuan and Noronha (2007) studied significant differences between financial results of Chinese enterprises by 
examining Chinese and International Accounting Standards. The author reported the effects of progress achieved 
by the Chinese accounting harmonization process.  
    Financial reporting; its quality, and the structure of those reports are of vital importance for enterprise business 
continuity, its investors, and other creditors recognized for managing those reports. Financial reporting is 
scrutinized from many points of view. It is also important to stress that all the aspects that have been studied in 
the literature involved the influence of such reporting on business continuity.  
    The principal goal of this paper is to explore standpoints of the enterprises, shown as characteristics of 
business continuity from the aspect of size of the enterprise and final annual results (profit/loss).  
 

V. GOALS AND HYPOTHESIS OF THE RESEARCH 
 
      The principal goal of this paper is to examine the problems of quality in financial reports in the Republic of 
Croatia from the perspective of beneficiaries and business continuity. Previously, we emphasized the importance 
of corporate financial reporting in terms of offering necessary information for the business continuity. The aim is 
to explore relationships between the size of the enterprise as a variable and its influence on characteristics that 
are important in the support of business continuity. The second variable is explored relative to interdependency 
with the distinguishable set of business continuity by means of the final annual results, defined as the enterprise's 
achievement of profit/loss. Table 1 shows descriptive characteristics of business continuity. 
 
Table 1. Tested Characteristics 

Symbol Description Characteristics of Business Continuity 
PIT 19 Obligatory application of annual report (AR) in line with Accounting Act (AA) 
PIT 20 Voluntary decision for the AR application 
PIT 21 Justifiability of AR duality application for the protection of business continuity 
PIT 22 Adequate protection of own property positions by means of AR information 
PIT 24 Adequacy of CFRS in the business continuity function 

PIT 25 Enterprise standpoint relative to sources of accountability standards in the function of 
business continuity 

 
 
    We proposed two fundamental hypotheses: 
 
H1 = There is a significant difference between the size of the enterprise and business continuity   
 
H2 = There is a significant difference between Final Annual Results (FAR) and business continuity  

 
VI. THE BASIS AND METHOD OF THE RESEARCH 

 
     The research described in this paper is based on information obtained from a survey of 111 enterprises in the 
Republic of Croatia. The research includes nonfinancial companies in Republic of Croatia (excluding bank and 
insurance companies). The research includes small, medium, and large enterprises as defined by the Accounting 
Act. 
      The research used survey methods to gather the data. The survey responses were dated for determinate 
statistical differences on tested features and adjusting hypotheses. 
       This paper uses analysis stemming from chi-square tests and correlation coefficients to examine 
interdependencies; response frequencies in terms of fundamental variables; the size of the enterprise and final 
annual result; studied features linked to business continuity are expressed by substantial measure. Chi-square 



tesconsiders the disposition of frequencies inside of sheet. The explanations are given parameters connected with 
chi-square test: 

- p =  Significant level or Asymp. Sig. (2-sided) 
- df = degrees of freedom  

A correlation analyzes data that imply interdependence or correlations of random variables. The criterion for 
degree of compatibility represents the criterion of correlation, such as: 
r  = correlation coefficient (the measure of the level of equivalence, that is, the matching of variables). 
The correlation can be positive or negative. A positive correlation occurs one variable increases following the 
increase of second variable or decreases following the decrease of second. A negative correlation means that an 
increase one variable follows the decrease the second. The value of correlation coefficients are from +1 
(excellent positive correlation) to -1 (excellent negative correlation).     
     The following provides definitions of certain factors and the characteristics of tested variables: 
PIT 1 = size of the enterprise 
PIT 9 = Final Annual Results (FAR) 
      In the research, enterprises are represented according to their size, as defined by the Accounting Act (2007), 
article 3: 

(1) Small: does not exceed two of the following three criteria: total assets of 32.5 million kuna (6.8 million 
USD), earnings of 65 million kuna (13.5 million USD), and 50 employees; 

(2) Medium: exceeds two of the three criteria for small enterprises and never exceeds two of the following 
three criteria: total assets of 130 million kuna (27 million USD), earnings of 260 million kuna (54.2 
million USD), and 250 employees; and  

(3) Large, if they exceed two of the three criteria for medium enterprises. 
In addition to classification by financial indicators and the number of employees, some enterprise activities may 
also classify them as large (see Table 2).  
 
Table 2. Commentary on Enterprise Size Variables and FARs 
    Variable                                                                                    Characteristic  

PIT 1 (Size enterprise) (1) Small enterprise 
  (2) Medium enterprise 
  (3) Large enterprise 

 
    Variable                                                                                       Characteristic  

PIT 9 (Final Annual Results) (1) Profit 
  (2) Loss 

 
 

VII. RESULTS 
 
     Table 3 indicates the results of variable of size of the enterprise PIT 1 and characteristics of obligatory 
application of AR (PIT 19).  



Table 3 Chi-square Test Between Size of the Enterprise (PIT 1) and Obligatory AR Application (PIT 19) 
   PIT 1 

Variable Characteristic  1 2 3 Total 

 
PIT 19 

 
 
 

1) Yes 
Count 8 14 31 53 

% within PIT 1 18% 93.3% 83.8% 55.2% 

2) No 
Count 35 1 5 41 

% within PIT 1 79.5% 6.7% 13.5% 42.7% 

3) Other 
Count 1 0 1 2 

% within PIT 1 2.3% 0% 2.7% 2.1% 

Total 
Count 44 15 37 96 

% within PIT 1 100.0% 100.0% 100.0% 100.0% 
 

 Value df Asymp. Sig. (2-sided) 
Pearson Chi-Square 46.663a 4 .000 

 
      Results from Table 3 lead to the conclusion that there is a statistically significant difference between size of 
the enterprise and obligatory application of AR, as defined by Accounting Act (p = .000). Of the total number of 
enterprise examinees 55 (20%) declared themselves obligated to submit an AR; 93 (30%) were medium 
enterprises and 83 (80%) from large enterprises declared themselves as liable for developing of the Annual 
Report. Table 4 shows  results Chi – square Test between enterprise size and shaping of AR on the voluntary 
basis. 
 
Table 4. Chi-square Test Between size of the Enterprise (PIT 1) and shaping of AR on the voluntary basis (PIT 
20) 

   PIT 1 
Variable Characteristic  1 2 3 Total 

 
PIT 20 

 
 
 

1) Yes 
Count 12 5 10 27 

% within PIT 1 32.4% 83.3% 71.4% 47.4% 

2) No 
Count 25 1 4 30 

% within PIT 1 67.6% 16.7% 28.6% 52.6% 

Total 
Count 37 6 14 57 

% within PIT 1 100.0% 100.0% 100.0% 100.0% 
 

 Value df Asymp. Sig. (2-sided) 
Pearson Chi-Square 9.675a 2 .008 

 
      As seen in Table 4, those enterprises that are not legally liable for implementation of AR, 47 (40%) would 
involve themselves in development of an AR. Significance level (p = .008) indicates the existence of statistically 
significant differences, which represents a very important information for business continuity protection. Table 5 
shows  results Chi – square Test between enterprise size and Justifiability of AR Duality Applications in 
Business Continuity Protection. 
 
 
Table 5. Chi-square Test Between Size of the Enterprise (PIT 1) and Justifiability of AR Duality Applications 
            in Business Continuity Protection (PIT 21) 

   PIT 1 
Variable Characteristic  1 2 3 Total 

 
PIT 21 

 
 

1) Yes 
Count 5 8 17 30 

% within PIT 1 13.5% 66.7% 51.5% 36.6% 

2) No 
Count 32 4 16 52 

% within PIT 1 86.5% 33.3% 48.5% 63.4% 



 
Total 

Count 37 12 33 82 
% within PIT 1 100.0% 100.0% 100.0% 100.0% 

 
 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 16.340a 2 .000 
 
     The significance level (p = .000) indicates the existence of statistically significant differences for justifiability, 
that is, nonjustifiability for duality of AR continuation, in line with the AA in Croatia. Of utmost importance is 
the polarization problem, which involves standpoints between small and medium enterprises, and on the other 
hand, large enterprises. About two-thirds of medium enterprises and 51.50% of large enterprises consider this 
duality justified. On the contrary, 86.50 % of small enterprises do not consider duality justified relative to 
business continuity protection. Table 6 shows  results Chi – square test between enterprise size and adequately 
protection of own property positions by AR information. 
 
 
Table 6. Chi-square Test Between Size of the Enterprise (PIT 1) and Adequately Protection of Own Property  
              Positions by AR Information (PIT 22) 

   PIT 1 
Variable Characteristic  1 2 3 Total 

 
PIT 22 

 
 
 

(1) Yes 
Count 11 9 15 35 

% within PIT 1 28.2% 64.3% 45.5% 40.7% 

(2) No 
Count 28 5 18 51 

% within PIT 1 71.8% 35.7% 54.5% 59.3% 

Total 
Count 39 14 33 86 

% within PIT 1 100.0% 100.0% 100.0% 100,0% 
 

 Value df Asymp. Sig. (2-sided) 
Pearson Chi-Square 6.059a 2 .048 

 
      Table 6 identifies statistically significant differences between the size of the enterprise and information 
obtained from AR as adequate for the protection of own property positions. About 40% of surveyed enterprises 
stated such a position, including 64.30% of medium enterprises and 45.50% of large enterprises. Small 
enterprises did not agree. On the contrary what have previously been cited, with such standpoints did not agree 
37.50% of medium and 54.50% of large enterprises. Table 7  shows chi-square test between size of the enterprise 
and adequacy of CFRS in the business continuity function. 
 
Table 7. Chi-square Test Between Size of the Enterprise (PIT 1) and Adequacy of CFRS in the Business  
            Continuity Function (PIT 24) 

   PIT 1 
Variable Characteristic  1 2 3 Total 

  
PIT 24 
  
  
  

(1) Yes Count 10 6 10 26 
% within PIT 1 22.7% 42.9% 30.3% 28.6% 

(2) No Count 34 8 22 64 
% within PIT 1 77.3% 57.1% 66.7% 70.3% 

(3) None of other Count 0 0 1 1 
% within PIT 1 .0% .0% 3.0% 1.1% 

Total Count 44 14 33 91 
% within PIT 1 100.0% 100.0% 100.0% 100.0% 

 
 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 4.029a 4 .402 
 



     Significance level (p = .402) does not show a statistically significant difference between enterprise size and 
their standpoints for adequacy of HSFI in the business continuity function. From the total research sample, 
70.3% did not consider that HSFI are adequate for business continuity protection, including 77.30% of small 
businesses. Table 8 provides chi-square test between size of enterprise and enterprise standpoint on sources of 
accountability standards for business continuity. 
 
Table 8 Chi-square Test Between Size of the Enterprise (PIT 1) and Enterprise Standpoint on Sources of 
            Accountability Standards for Business Continuity (PIT 25) 

   PIT 1 
   1 2 3 Total 
 

PIT 25 
 
 
 

(1) IAFRS Count 13 3 5 21 
% within PIT 1 28.9% 21.4% 15.2% 22.8% 

(2) IFRS Count 10 1 2 13 
% within PIT 1 22,2% 7.1% 6.1% 14.1% 

(3) CFRS Count 3 0 1 4 
% within PIT 1 6.7% .0% 3.0% 4,3% 

(4) IASFI, IFRS, and CFRS Count 16 10 25 51 
% within PIT 1 35.6% 71.4% 75.8% 55.4% 

(5) Other Count 3 0 0 3 
% within PIT 1 6.7% .0% .0% 3.3% 

Total Count 45 14 33 92 
% within PIT 1 100.0% 100.0% 100.0% 100.0% 

 
 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 16.421a 8 .037 
 
      Results from Table 8 prompt the conclusion that the significance level (p = .037) shows statistically 
significant differences between the size of the enterprise and their views of sources of accountability standards 
for the assurance of business continuity. From the total sample, 55.40% of enterprises, independently from the 
majority of them, stated that only the totality of sources (i.e., IAFRS, IFRS and CFRS together) could ensure 
business continuity. Table 9 shows correlation results between enterprise size and characteristics of business 
continuity. 
 
Table 9. Correlations 

Variable  PIT 1 PIT 19 PIT 20 PIT 21 PIT 22 PIT 24 PIT 25 
PIT 1 Pearson Correlation 1 -.564** -.365** -.369** -.167 .005 .247* 

 Sig. (2-tailed)  .000 .005 .001 .124 .965 .018 
 N 111.00 96 57 82 86 91 92 

Note. ** = Correlation is significant at the 0.01 level (2-tailed); 
         * = Correlation is significant at the 0.05 level (2-tailed). 
 
     From Table 9, we concluded the existence of four significant characteristics related to business continuity and 
linked with the size of the enterprise. 
     We obtained statistically significant negative correlations between size of the enterprise and: 

  - AR obligatory in line with the Accounting Act (r = -.564**), 
     - Development of AR on a voluntary basis (r = -.365**), and  
      - Justifiability for duality development of AR for business continuity protection (r = -.369**). 
     We conclude a positive link between size and enterprise view of sources of accountability standards relative 
to business continuity with a correlation coefficient of r = .247(*). 
     The second part of the empirical research examined the relationship between the FAR variable and 
characteristics of business continuity. Table 10 shows chi-square test between FAR and obligatory application of 
AR. 
 



Table 10 Chi-square Test Between FAR (PIT 9) and Obligatory Application of AR (PIT 19) 

 
 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 12.256a 2 .002 
 
     In Table 10, the significance level (p = .002) shows statistically significant differences between FAR and 
obligatory application of AR. It is important to stress that 63.60% of profitable enterprises are obliged to 
complete an AR. In addition, 25.00% of nonprofit enterprises are obliged by the Accounting Act to complete 
AR; 70.00% of nonprofit enterprises stayed out of that legal framework. Table 11 shows frequencies of answers 
between profitable business trade and voluntary decisions for AR development. 
 
Table 11. Chi-square Test Between FAR (PIT 9) and Voluntary AR Development (PIT 20) 

   PIT 9 
Variable Characteristic  1 2 Total 

 
PIT 20 

 
 
 

(1) Yes 
Count 24 2 26 

% within PIT 9 57.1% 13.3% 45.6% 

(2) No 
Count 18 13 31 

% within PIT 9 42.9% 86.7% 54.4% 

Total 
Count 42 15 57 

% within PIT 9 100.0% 100.0% 100.0% 
 

 Value df Asymp. Sig. (2-sided) 
Pearson Chi-Square 8.551a 1 .003 

 
     In Table 11, the significant level (p = .003) indicates statistically significant differences between the studied 
characteristics. The important information is that although 57.10% of enterprises are not obliged to complete an 
AR, the leading profitable businesses will complete ARs voluntarily. We can not draw such conclusion for 
enterprises with losses, because only 13.30% of them were prepared to cooperate with AR on a voluntary basis. 
 
Table 12 Chi-square Test Between FAR (PIT 9) and Justifiability of AR Duality for Protection of Business 
continuity (PIT 21) 

   PIT 9 
Variable Characteristic  1 2 Total 

 
PIT 21 

 
 
 

(1) Yes 
Count 31 2 33 

% within PIT 9 47.7% 10.0% 38.8% 

(2) No 
Count 34 18 52 

% within PIT 9 52.3% 90.0% 61.2% 

Total 
Count 65 20 85 

% within PIT 9 100.0% 100.0% 100.0% 
 

   PIT 9 
Variable Characteristic  1 2 Total 

 
PIT 19 

 
 
 

(1) Yes Count 49 5 54 
% within PIT 9 63.6% 25.0% 55.7% 

(2) No Count 28 14 42 
% within PIT 9 36.4% 70.0% 43.3% 

(3) Other Count 0 1 1 
% within PIT 9 .0% 5.0% 1.0% 

Total Count 77 20 97 
% within PIT 9 100.0% 100.0% 100.0% 



 
 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 9.149a 1 .002 
 
In Table 12, the significance level (p = .002) indicates statistically significant differences between FAR and 
justifiability of AR duality for the protection of business continuity. However, we concluded that 52.30% of 
profitable enterprises support duality in application of AR. Table 12 prompts the conclusion that 90.00% of 
nonprofit enterprises did not support duality in development of AR 
 
Table 13 Chi-square Test Between FAR (PIT 9) and Adequately Protection of Own Property Positions by AR 
Information (PIT 22) 

   PIT 9 
Variable Characteristic  1 2 Total 

 
PIT 22 

 
 
 

(1) Yes 
Count 31 2 33 

% within PIT 9 47 0% 10 0% 38 4% 

(2) No 
Count 35 18 53 

% within PIT 9 53.0% 90 0% 61 6% 

Total 
Count 66 20 86 

% within PIT 9 100.0% 100.0% 100.0% 
 

 Value df Asymp. Sig. (2-sided) 
Pearson Chi-Square 8.871a 1 .003 

 
      The significance level in Table 12 (p = .003) indicates statistically significant differences between FAR and 
AR information as an adequate protection of own property positions. Of the total sample, 38.40% considered that 
information from the AR are adequate protection for property positions. Further, we can conclude that the 
protection of property positions is equivalent to the protection of business continuity. However, out of such 
framework remained significantly 53.00% of profitable enterprises and 90.00% of those that are not profitable. 
Table 14 displays data from the FAR and CFRS for business continuity. 
 
Table 14. Chi-square Test Between FAR (PIT 9) and Adequacy of CFRS in Business Continuity Functions (PIT 
24) 
   PIT 9 

Variable Characteristic  1 2 Total 
 

PIT 24 
 
 
 

(1) Yes Count 27 2 29 
% within PIT 9 37.5% 10.0% 31.% 

(2) No Count 44 18 62 
% within PIT 9 61.1% 90.0% 67.4% 

(3) Other Count 1 0 1 
% within PIT 9 1.4% .0% 1.1% 

Total Count 72 20 92 
% within PIT 9 100.0% 100.0% 100.0% 

 
 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 5.971a 2 .051 
 
    In Table 14, the significance level (p = .051) indicates statistically significant differences between FAR and 
the adequacy of CFRS for business continuity. Only 31.50% of the sample believed that the CFRS were not 
adequate to ensure business continuity security, leaving 67.40% of enterprises that would not agree. It is 
important to stress that 61.10% of profitable enterprises did not consider CFRS adequate assurance of business 
continuity. Table 15 provides chi–square test between FAR and enterprise views of sources of accountability 
standards for business continuity. 



 
Table 15. Chi-square Test Between FAR (PIT 9) and Enterprise Views of Sources of Accountability Standards 
for Business Continuity (PIT 25) 
                                 PIT 9 

Variable Characteristics  1 2 Total 

 
PIT 25 

 
 
 

(1) IAS Count 21 2 23 
% within PIT 9 28.8% 10.5% 25.0% 

(2) IFRS Count 3 10 13 
% within PIT 9 4.1% 52.6% 14.1% 

(3) CFRS Count 3 1 4 
% within PIT 9 4.1% 5.3% 4.3% 

(4) IASFI, IFRS, and 
CFRS 

Count 43 6 49 
% within PIT 9 58.9% 31.6% 53.3% 

(5) Other Count 3 0 3 
% within PIT 9 4.1% .0% 3.3% 

Total Count 73 19 92 
% within PIT 9 100.0% 100.0% 100.0% 

 
 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 30.066a 4 .000 
 
      Table 15 shows a significance level of p = .000, indicating a statistically significant difference between FAR 
and enterprise views on adequate sources of accountability standards relative to business continuity. From total 
sample, 53.30% indicated that only the totality of sources (i.e., IAS, IFRS, and CFRS) can ensure adequate 
framework for reporting relative to business continuity. Table 16 provides the correlations. 
 
Table 16. Correlations 

Variable  PIT 9 PIT 19 PIT 20 PIT 21 PIT 22 PIT 24 PIT 25 

PIT 9 Pearson 
Correlation 1 .341** .387** .328** .321** .167 .143 

 Sig.(2-tailed)  .001 .003 .002 .003 .112 .172 
 N 111.00 97 57 85 86 92 92 
 
Note. ** = Correlation is significant at the 0.01 level (2-tailed); 
 * = Correlation is significant at the 0.05 level (2-tailed). 
     Correlation results presented in Table 16 are between FAR and characteristics of business continuity. We 
concluded that four features are important for business continuity, and they are linked to the size of the 
enterprise. It is important to stress that all correlations are positive. We found positive correlations between size 
of the enterprise and: 
- AR obligation in line with Accounting Act (r = .341**), 
- Development of AR on a voluntary basis (r = .387**), and 
- Justifiability of AR duality development in business continuity protection (r = .328**). 
     According presented answers and correlation directions, conclusions were drawn regarding how profitable 
enterprises viewed legal development and voluntary AR development. Furthermore, profitable enterprises 
considered duality in AR applications justified in terms of business continuity protection. Lack of correlation and 
statistical significance was not obvious with regard to the views of profitable enterprises toward the influence of 
regulations of Croatian Standards, IFRS and IAS, which are significant for business continuity.   
     The following summarizes the findings relative to the goals and hypotheses of the research. Table 17 shows 
summary of findings between enterprise size and business continuity. 
 



Table 17. Summary of Findings Between Enterprise Size and Business Continuity   

Tested Characteristics Chi-square 
p 

Coefficient 
 r 

Obligatory application of AR in line with AA .000 -.564** 
Voluntary decision for AR application .008 -.365** 
Justifiability of AR duality application for the protection of business continuity .000 -.369** 
Adequate protection of own property positions by AR information .048 -.167 
Adequacy of CFRS for business continuity functions .402 .005 
Enterprise view of sources of accountability standards for business continuity .037 .247* 
 
This research tested six features of business continuity and size of companies. Big companies supported the new 
AA requirements for ARs. Furthermore, large enterprises supported voluntary of cooperation and the duality of 
the AR and indicated their belief that the AR constitutes adequate protection of business continuity. Table 18 
shows summary of findings between FAR and business continuity. 
 
Table 18. Summary of Findings Between FAR and Business Continuity   

Tested Characteristics Chi-square 
p 

Coefficient 
 r 

Obligatory application of AR in line with AA .002 .341** 
Voluntary decision for AR application .003 .387** 
Justifiability of AR duality application for the protection of business continuity .002 .328** 
Adequatey protection of own property positions by AR information .003 .321** 
Adequacy of CFRS for business continuity functions .051 .167 
Enterprise view of sources of accountability standards for business continuity .000 .143 
 
We tested six features of business continuity and final financial results (profit/loss). Statistics are important for 
four features and there is a positive connection. It is very important to stress the profitability of companies 
relative to their views on the obligation and voluntanly of application of the new reports (ARs). These companies 
also indicated their belief that the AR is adequate for protection of their asset position and in this way ensures 
business continuity 
     In this way, an increase of protection is achieved not only for those enterprises but also for their creditors, 
according to the views of large and medium enterprises in Croatia. Small enterprises did not have a slightest 
chance for presentation of their financial reports, which should be carrying quality attributes - on which  
standpoints and opinions of their business partners should be based; as a basis for adequate partnership business 
decisions. 
 

VIII. CONCLUSION 
 
Information obtained from financial reports (ARs, financial reports) is becoming even more important in 

managerial decision-making. Thereby, they contribute to business continuity. When financial reports are about to 
accomplish the aforementioned role, enterprises should publish all information that is considered important so 
that information helps decision-makers to assess past, present, and future activities. In that context, we 
considered the contributions of financial reporting and financial reporting standards to business continuity. 

Our sample of Croatian enterprises confirmed our hypothesis that the size of the enterprise and FAR are 
important variables that influence views on financial reporting standards and characteristics of business 
continuity relative to the development of ARs on a compulsory basis. Voluntary compliance is supported by 
medium and large enterprises. Aforementioned enterprises support the duality requirements. In relation to AR 
duality development for Croatian enterprises, polarization of views occurred. In total, 86.50% of small 
enterprises did not support AR duality development. Such attitudes are justified because their reports would still 
bear nonquality attributes in the future. Large and medium enterprises considered such information obtained 
from ARs adequate for the protection of their property positions. The same group of enterprises supported the 
totality of accountability standards sources (e.g., IAFRS, IFRS, and CFRS), which are adequate for protection of 
enterprise business continuity. Statistically significant differences between enterprises sizes, FARs, and the role 
of HSFI in function of business continuity were not confirmed.  



Relative to the FAR, profitable enterprises are more likely to participate in AR on a voluntary basis, 
regardless of their legal obligation. Furthermore, the same enterprises uphold the duality in AR development. 
They expressed positive attitudes toward information obtained from ARs and considered them adequate and 
sufficient for the protection of their own property positions.  
     This research has shown a certain improvement in the field of financial reporting and beneficiaries of 
financial reports in Croatia. Financial reporting has a positive influence on business continuity. 
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