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General Description of the Dissertation

Financial transparency and reliable financial reporting
play a crucial role in attracting investment and fostering
overall economic growth. Georgia’s accounting and audit
reform is aimed precisely at this objective: improving the
quality of reporting and raising transparency standards. This
process is particularly critical for small and medium-sized
enterprises (SMEs), as access to finance is a key factor in
economic development.

The purpose of this dissertation is to assess the
effectiveness of Georgia’s accounting and audit reform in terms
of SMEs’ access to finance, as well as to analyze the dynamics
of harmonizing the accounting framework with European
Union standards, including developments in sustainability
reporting. The study covers the period from 2018 to 2024 and
addresses the following research questions:

1. How has the quality of SME financial reporting
changed from the perspective of businesses, and what
concerns remain regarding reporting quality?

2. How has the experience of obtaining financing evolved
for businesses, and what challenges persist in terms of
access to finance?

3. How has access to financial information and its quality
changed from the perspective of financial institutions?

4. What progress has been made in harmonizing Georgia’s
accounting standards with the EU framework, and what



steps have been taken toward implementing EU
sustainability reporting standards in Georgia?

The dissertation is grounded in theories of information
asymmetry and signaling, as well as institutional and
legitimacy theory. The conceptual logic is structured as
follows:

Reform — Improved reporting quality — Reduced information
asymmetry — Increased trust — Gradual improvement in
access to finance.

The research employs a mixed-method approach,
combining both desk-based and field components. The desk
research includes analysis of local and international literature,
relevant legislation, official reports, and indicators published
by the regulator during 2018-2024, enabling an assessment of
both the normative framework and the trajectory of practical
implementation.

The field component comprises two online surveys
conducted among private sector businesses at different stages
(baseline in 2019; follow-up in 2024-2025), expert interviews
in two periods (2019 and 2025), and interviews with
representatives of commercial banks in 2024. This design
ensures an understanding of perspectives from businesses,
lenders, and regulators.

Quantitative data analysis was performed using
Python, applying descriptive statistics, cross-tabulations, chi-
square tests (x2), one-way ANOVA, and linear regression
analysis. Additionally, findings from the quantitative research
were complemented by semi-structured expert interviews.



Qualitative data were analyzed thematically and integrated
into the dissertation to strengthen causal interpretation.

The results confirm the dissertation’s hypothesis:
Georgia’s accounting and audit reform implemented between
2018 and 2024 did not succeed in improving SMEs’ access to
finance, although it had a positive impact on harmonizing
accounting practices with EU standards.

The study highlights key challenges of the reform: the
quality of SME reporting remains a major issue, linked to a lack
of professional competencies in the field, company behavior,
low financial literacy, and technological lag.

The findings have multifaceted implications: For
policymakers and regulators: to evaluate reform effectiveness
and set correct priorities for subsequent stages. For commercial
banks: to standardize the use of public information and
improve credit assessment. For SMEs: to optimize strategies for
accessing financial resources through improved reporting
quality. For academia: to deepen empirical insights into
transition economies heavily dependent on bank financing.

Recommendations focus on strengthening SMEs’
financial literacy and professional capacity; targeted retraining
of accounting and audit personnel; digital transformation of
reporting processes and data quality standardization;
enhancing data exchange and methodological coordination
between banks and regulators; and gradual implementation of
EU sustainability standards.

Implementing these steps in practice will reduce
information asymmetry, improve risk assessment accuracy, and
gradually facilitate better access to finance for SMEs.



The dissertation consists of 181 pages and includes an
overview, table of contents, introduction, five chapters, 23
sections, conclusions and recommendations, and six
appendices. It contains 32 tables, 20 charts, and one
illustration, accompanied by a list of references.

Preface

Financial transparency and access to reliable financial
information have a significant impact on a country’s economic
development. High-quality financial reporting reduces
information asymmetry, increases trust, and creates conditions
for improving investment and access to finance. The ongoing
accounting and audit reform in Georgia is considered an
important step toward harmonization with the European
Union and strengthening the economy. Within the framework
of the reform, since 2019, companies have been required to
publish financial statements on a public platform, which has
established an unprecedented transparency standard in the
country.

In the modern economy, achieving financial
transparency and harmonizing reporting standards, including
in the area of sustainability reporting, are particularly relevant.
For individual countries, alignment with EU regulations is not
only a technical requirement but also a prerequisite for
strengthening the institutional environment and attracting
investment. The same applies to Georgia. This reform is aimed
precisely at these objectives. Accordingly, ensuring the



effectiveness of the reform is a priority for the Government of
Georgia.

This dissertation examines the effectiveness of the
accounting and audit reform implemented in Georgia during
2018-2024 in terms of SMEs’ access to finance. It also evaluates
how this reform supports Georgia’s approximation to EU
standards. The research focuses on key questions: How has the
perceived quality and use of reporting changed among
businesses? What are the trends in financing conditions and
cost? How do commercial banks use public financial
information in credit assessment? What progress has been
made toward harmonization with EU standards?

The study is valuable both from a scientific and
theoretical perspective and in terms of practical application.
No empirical analysis of this scale has previously been
conducted in Georgia regarding SMEs’ access to finance and
the impact of accounting reform. Therefore, the research
findings will be relevant for the academic community,
policymakers, and the financial sector. The results will
contribute to understanding and successfully addressing
challenges arising during the implementation of Georgia’s
accounting and audit reform, particularly regarding businesses’
access to finance and harmonization of the sector with EU
standards.

Chapter 1. International Accounting Standards and
Challenges for Small and Medium-Sized Enterprises

In recent decades, the harmonization of financial
reporting standards has become a global trend. Its goal is to



establish a unified accounting framework that provides
investors, capital providers, and regulators with reliable,
transparent, and comparable information. In this process, a
leading role belongs to International Financial Reporting
Standards (IFRS), whose adoption has created a global platform
for improving reporting quality and strengthening trust.

Since 2005, publicly listed companies in the European
Union have been required to prepare consolidated financial
statements in accordance with IFRS. For small and medium-
sized enterprises, a simplified framework-IFRS for SMEs-was
developed in 2009; however, its implementation has been
limited in many countries and is less widespread than IFRS.
The low adoption rate is associated with SMEs’ lack of
technical skills, insufficient training, and implementation
costs. Voluntary application of the standard is more common
among companies that interact intensively with external
stakeholders and are engaged in international trade, while in
other cases, the motivation for adoption decreases. It is also
recognized that formal adoption of the standard does not
automatically guarantee high-quality reporting by enterprises.

In developing countries, I[FRS implementation is often
interpreted as a means of increasing the attractiveness of
capital markets; however, the outcome depends on the
institutional environment and enforcement quality. In the
post-Soviet space, the pace of adoption varies: the Baltic states
implemented IFRS and IFRS for SMEs in parallel with EU
integration; Moldova and Armenia have achieved certain
progress to date with international support. In Georgia, both



standards have been adopted, representing an important step
in the harmonization process.

Globally, access to finance for SMEs remains a
challenge: information asymmetry, incomplete credit histories,
and internal process weaknesses increase the risk profile of
small companies and limit their ability to obtain financing.
Against this backdrop, transparent and reliable financial
reporting is considered a critical prerequisite for improving
creditworthiness and access to finance.

International studies indicate that high-quality
reporting and compliance with IFRS increase access to external
financing and strengthen trust; however, the effect depends
significantly on company size and audit quality. In the case of
IFRS for SMEs, technical competencies and implementation
costs remain barriers. Ultimately, harmonization serves to
increase transparency and reliability, but the practical outcome
in terms of access to finance develops gradually and requires
professional skills and institutional strength.

Chapter 3. Initial Phase of Georgia’s Accounting and
Audit Reform - Private Sector Readiness and First

Results
The initial stage of Georgia’s accounting and audit
reform is assessed through an examination of private sector
readiness. The goal of the reform was to improve financial
transparency, strengthen regulation, and promote sustainable
economic growth. Achieving these outcomes largely depends
on businesses’ awareness and professional competencies to



ensure proper engagement in the reform. This chapter also
analyzes statistics on the disclosure of financial statements to
evaluate the enforcement aspect of the reform.

The dissertation discusses SMEs’ attitudes toward the
reform, their level of knowledge, and readiness to comply with
the new framework. The research is based on a survey
conducted in 2019 (74 companies) and interviews with three
experts. Survey results showed that the majority of companies
evaluate the reform positively (81%), although only a portion
(42%) has a detailed understanding of it, indicating an
asymmetry between knowledge and perception. Most
respondents consider additional IFRS training necessary, while
experts emphasize the slow development of accountants’ skills
and insufficient knowledge of reform details.

Public data from SARAS show that submission rates of
financial statements in Categories I-III are high (approximately
95% in 2021), while Category IV demonstrates a declining
trend (from 80% to 72% between 2021 and 2023). This points
to resource and competence issues among small businesses. In
addition to formal compliance, the substantive quality of
reporting remains an area for examination: in 2020, SARAS
issued more than 26,000 warnings due to reporting defects,
highlighting the need for quality improvement.

Overall, the initial phase of the reform reflects
positive business attitudes and signs of technical progress in
enforcement; however, systemic challenges remain relevant.
Implementation costs for small companies, lack of professional
education, and low awareness emerge as key barriers. The
SARAS strategy for 2023-2026 aims to improve reporting



quality, strengthen trust in the accounting profession, and
align with EU standards, laying the foundation for the second
stage of reform implementation.

Chapter 4. Implementation of Georgia’s Accounting
and Audit Reform and Progress Achieved from 2018
to 2025

In assessing the outcomes of Georgia’s reform, it is
important to analyze how the accounting and audit system has
evolved over the past seven years, what changes are observed
in business practices, and where challenges remain. The
reform aimed to improve financial transparency, strengthen
regulation, and promote sustainable economic growth;
however, its effectiveness depends not only on formal
compliance but also on the reliability of disclosed information.

Chapter 4 presents research findings based on a survey
conducted in 2024-2025 (311 respondents) and comparison
with baseline data from 2019, SARAS reports, interviews with
representatives of commercial banks, and a final expert
interview. Descriptive and advanced statistics, comparative
data analysis, and expert assessments complement each other,
enabling evaluation of reform progress and existing barriers.

The results indicate that transparency in Georgia has
significantly increased: most companies publish their financial
statements on reportal.ge, creating a foundation for market
discipline. However, internal use of these reports remains
limited, especially among micro and small companies, where



resource constraints and lack of professional skills persist.
SARAS data show that reporting quality remains a challenge:
thousands of warnings for defects have been recorded in recent
years, pointing to the need for substantive improvement.

Progress in access to finance is limited. Most SMEs
report that credit conditions have not changed significantly
since the start of the reform. Interviews with banks confirm
that public financial statements rarely serve as the primary
basis for credit decisions; for banks, up-to-date company data
and the presence of an audit are decisive. Ensuring this is
difficult for small companies. Therefore, public disclosure is
important, but its weight in the credit process remains low.

The research also highlights low levels of financial
literacy in the private sector: businesses often prepare reports
only to fulfill formal obligations, with limited analytical use.
Results of the OECD/INFE study conducted in Georgia
indicate that theoretical financial knowledge among SMEs
does not translate into practical behavior, requiring hands-on
training and simplification of financial instruments.

Progress toward EU harmonization is evident:
CSRD/ESRS requirements and simplified standards for SMEs
are gradually being introduced, and ESG topics are becoming
relevant in credit and investment processes. This creates new
opportunities but requires gradual and realistic integration to
avoid overburdening small businesses with additional
requirements.

Expert interviews emphasize the need for practical
support for SMEs: on-site training, simple instructions, and
real-life examples are considered the most effective



approaches. Low prevalence of audits and slow integration of
ESG remain challenges, although the trend is positive.

In summary, Chapter 4 shows that the reform has
already delivered results in terms of standardization and
transparency. The next step is to enhance the reliability and
usability of information, which will create better conditions
for SMEs, enable faster decision-making, and provide access to
broader markets.

Chapter 5. Opportunities, Challenges, and Future
Perspectives Identified in the Process of Assessing

Georgia’s Accounting and Audit Reform

Chapter 5 consolidates the empirical findings of the
previous chapters and tests the theoretical framework based on
information asymmetry and signaling, as well as institutional
and legitimacy theories. It discusses differences identified by
company size and category, practical effects on access to
finance, banks’ credit behavior, and progress in implementing
the ESG framework. At the same time, the research hypothesis
is verified.

The research results indicate that the declared
objectives of the reform-enhancing transparency, improving
reporting quality, and facilitating SMEs’ access to finance-were
only partially achieved in the short term. Companies in
Categories I-II adapt better to standards and use reporting as a
tool for internal management and external communication,
whereas in Categories III-IV compliance often remains a



formal obligation. In Category IV, access to finance is
perceived as most difficult: about 70% rate it as “difficult,” and
only 5% as “easy.”

Interviews with banks confirm a significant issue:
public reporting for lending purposes is published with delays
and is not sufficiently reliable, so credit decisions rely on the
most recent data obtained directly from companies. For banks,
audits clearly increase the credibility of reporting, but their
absence in the micro and small segment remains a challenge.
ESG frameworks (CSRD, ESRS) create new opportunities;
however, ESG in Georgia is still at an early stage, and its
progress depends on future EU decisions. As of December
2025, SMEs will not be required to provide mandatory ESG
reporting. Voluntary reporting remains a long-term
perspective.

The research hypothesis was confirmed: the reform
increased transparency and reduced information asymmetry,
but its effect on access to finance is limited. This aligns with
information asymmetry and signaling theories: public
reporting fails to create a sufficiently positive signal due to gaps
in timeliness and reliability. Institutional theory explains the
behavior of small companies, where compliance with reforms
often represents an attempt to maintain legitimacy without
significant internal changes.

Statistical analysis confirms that company category is
statistically significant in terms of access to finance, meaning
company size determines the ease of obtaining financing. It is
evident that SMEs show no improvement in this regard, and
progress is mostly observed among larger companies. Banking



practices once again confirm the theoretical logic: formal
compliance does not transform into a sufficiently positive
signal until data become reliable, timely, and integrated into
credit assessment systems.

Ultimately, it is clear that the long-term success of the
reform depends on strengthening institutional capacity,
improving the quality and timeliness of reporting,
technological integration, and enhancing financial literacy.
Only under these conditions will transparency translate into
real economic benefits and make access to finance easier for
SMEs.

Conclusion

The quantitative and qualitative research conducted
shows that Georgia’s accounting and audit reform has brought
significant progress in terms of reporting transparency and
alignment with EU standards; however, its practical effect on
improving access to finance remains limited.

Challenges are multifaceted: reporting quality is low
among small companies; lack of financial literacy and
technological lag hinder the realization of reform benefits;
banking practices indicate that public reporting is rarely used
in credit analysis due to gaps in timeliness and reliability. EU
standards harmonization creates new opportunities, but SMEs
require support to turn transparency into a real competitive
advantage.

Strengthening the effectiveness of the reform requires
coordinated actions among the business sector, professional



service providers, and policymakers. Long-term success
depends on capacity building, integration of digital
technologies, and public-private cooperation. Only through
these measures can transparency be transformed into real
economic benefits and the reform fully achieve its objectives.

Recommendations derived from the research are
presented in detail in the dissertation.
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