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INTRODUCTION

The purpose of this paper is to present accounting difficulties deriving from the establishment
of Virtual Enterprises. Emphasis is, also, given to the analysis of the accounting recognition
and measurement difficulties deriving from recording accounting information in a Virtual

Enterprise.

ACCOUNTING ISSUES IN VARIOUS VIRTUAL ENTERPRISES

ORGANISATIONAL MODELS

A Virtual Enterprise is a temporary organization of companies that come together to share
common costs and skills to address business opportunities that they could not undertake

individually. Although the idea of Virtual Enterprises is still in its infancy and every Virtual
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Enterprise works under its own agreements between the partners, the Virtual Enterprise
organisational models can be categorised in three types: The Supply Chain, the Hub and

Spoke (or more commonly referred to as the Star) and the Peer-to-peer models.

Concerning accounting, the valuation of expenses and revenues for reporting purposes
depends upon the reporting objectives and concepts applied. In this case, if the objective is to
measure and report the individual assets of the firm for each period, the only alternative is to
measure the value of the firm as a whole and subtract from this value the valuation of other
specific net assets. However, if the objective is to measure and report specific assets, in order
to provide the users of the financial statements with an indication of the resources available to

the firm, an independent measurement of the intangibles might be desirable.

ACCOUNTING RECOGNITION AND MEASUREMENT DIFFICULTIES

From the existing literature on the accounting treatment of expenses, it is clear that there are
opposing views as to how expenses should be treated in the balance sheet, as well as, in the
Profit and Loss Accounts. However, once a company has selected the appropriate method, it

should apply it consistently.

The inherent difficulty in the capitalising and amortising method lies in the high degree of
uncertainty associated with the expenses. At the beginning, the management would be

required to identify the expected revenue-benefit to be generated and the expected duration.

An alternative to full capitalisation and amortisation is the case of capitalising only costs that

relate to specific projects with expected net revenue contribution streams. Under this method
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all direct and indirect costs are charged and allocated among the specific projects according to
the absorption basis. The costs of projects not producing useful results should be charged,
according to accrual concept, against revenues of the accounting period, in which the
uselessness is determined. Costs of successful projects should be capitalised and amortised

over the future periods benefited.

The choice of an appropriate accounting treatment for expenditure focuses on the application

of fundamental accounting concepts.

CONCLUSIONS

Virtual Enterprises can be considered as a new alternative of organisational form supported
by information technologies using and adding to the variety of organisational instruments.
The general trade-off flexibility and production efficiency becomes stronger through the use
of information technologies and the emergence of new organisational forms. The main goal
lies in the description of the modern technologies that enable the integration of Virtual

Enterprises.

An outcome of this study is that there are accounting problems of defined, measured and
disclosed accounting information, deriving from a Virtual Enterprise to users of financial
statements. However, the expansion of Virtual Enterprises together with the extensive use of
new information technology will not only enhance the quality of the services offered to
customers but will, also, lead to higher benefits and greater economic resources for the

government.
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