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General overview of lecture:  
The course content basically focuses on intermediate Accounting.   It is aimed at making students 

to understand the accounting practice. It aimed at preparing students for interpreting financial 

reporting.  

 

Prerequisite: The students are expected to have a strong background in Financial Accounting  

 

Learning outcomes: At the completion of this course, students are expected to: 
1. know the how to prepare final account .  

2. understand miscellaneous issues in accounting   

3. 4. be able to interpret financial report  

Assignments: Students are expected to do three take home assignments during this course in 

addition to a Mid-Term Test and a Final Exam. Quizzes will also be administered at interval during 

the course, this will serve as an acid test to ascertain if students understood what was imparted to 

them,    

 

Grading: In this course assign forms 10% of the final marks while assignment and mid-test form 

10% and 10% respectively. The final exam forms 70% of the final mark. Students are expected to 

sit for a comprehensive examination at the end of the semester. 

 

 

Textbook: The recommended textbook for this class are as stated: 

Title: International Financial Reporting Standard”. In International Finance and Accounting 

Handbook 

Authors: Paul, P., and Deloitte, T. T 

Publisher: Wiley & Sons 

Year: 2009 

 

Title: Accounting, An International Perspective 

Author(s): Gernon, H. and Meek, G. K. (2001),  

Publisher:  McGraw-Hill Higher Education. 

Year: 2006 

 

 



 

Lesson note:  - ACC 417 – International Accounting   

The following documents outline the lesson note for the course ACC417- International 

Accounting. 

 

CONCEPT OF INTERNATIONAL ACCOUNTING  

 

International accounting as a concept can be defined as the process of identifying, collecting, 

recording, measuring, classifying, verifying, summarizing, interpreting and communicating 

financial information to various users globally for meaningful financial decision making.  

Defined broadly, the accounting in international accounting encompasses the functional areas of 

financial accounting, managerial accounting, auditing, taxation, and accounting information 

systems.  

The word international in international accounting can be defined at three different levels. The first 

level is supranational accounting, which denotes standards, guidelines, and rules of accounting, 

auditing, and taxation issued by supranational organizations. Such organizations include the 

United Nations, the Organization for Economic Cooperation and Development, and the 

International Federation of Accountants. 

 

The use of the financial statements universally distinct international accounting from national 

accounting. The structure of international accounting principally implies accounting in dissimilar 

of setting.  At the second level, the company level, international accounting can be viewed in terms 

of the standards, guidelines, and practices that a company follows related to its international 

business activities and foreign investments. These would include standards for accounting for 

transactions denominated in a foreign currency and techniques for evaluating the performance of 

foreign operations. At the third and broadest level, international accounting can be viewed as the 

study of the standards, guidelines, and rules of accounting, auditing, and taxation that exist within 

each country as well as comparison of those items across countries. Examples would be cross-

country comparisons of (1) rules related to the financial reporting of plant, property, and 

equipment; (2) income and other tax rates; and (3) the requirements for becoming a member of the 

national accounting profession.  



Archaeologically, accounting and recording developed essentially autonomously, and frequently 

very dissimilar, in various nations. Preparation, guideline and of course the approach and 

dimensions of guidelines varied from one nation to the other. The global economy has led to a 

paradigm shift from convention style of communication which has calumniated into a global 

financial market. The expansions of economies of various nations across gave birth to international 

trade and foreign direct investments hence the need for comparison of financial reports of different 

nations become imperative. Globalization as single act gave impetus to the birth of international 

accounting. 

  

Origin of National Differences In Accounting  

The evolution of financial reporting from internal reporting to external reporting can be traced to 

the separation of the roles of owners and managers of the business. Early financial reports can 

hardly be called external; they were a means by which the owners could get an insight into their 

income and capital. The company was apart of and managed by its owners. One could hardly 

distinguish between internal and external financial reports. From early 1800s on, the increasing 

scale of companies resulted in finance problems and the need for a disconnection of management 

and capital supply, private capital alone was insufficient to finance business activities, so capital 

was gathered from people outside the company.  

The separation of ownership and management makes it possible to have the company managed by 

people specializing in management. The owners delegate control and the evaluation of the 

management to the board of directors. As such, financial reports evolved from internal to external 

reporting, but for a long time external reporting meant providing information within the borders 

of a specific country. Thus, because national authorities perceive that there are alternatives for 

recognition and measurement and presentation they have chosen those recognition, measurement, 

consolidation and presentation policies which best fitted their national environments. The annual 

report, for example, provides information on the financial position of a company and its results. 

Although the general purpose is similar in most countries, many differences occur resulting from 

different environmental and cultural influences in the individual countries.  

 

 

 



 Causes of International Accounting Difference   

The likely causes of the differences in financial reporting internationally are discussed here 

according:  

1. Culture: Cultural differences between nations are identified as an important influencing factor 

on reporting and disclosure behaviour with regard to financial statements e.g. secrecy versus 

transparency, uniformity versus flexibility. Accounting is affected by its environment, including 

the culture of the country in which it operates. One of the prominent researchers on cultural 

differences is Hofstede (1980).Gray (1988) applies these cultural differences to explain 

international differences in the behaviour of accountants and therefore in the nature of accounting 

practices.For example, Gray suggests that a country with high uncertainty avoidance and low 

individualism will be more likely to exhibit conservative measurement of income and a preference 

to limit disclosure to those closely involved in the business. Hofstede developed a model of culture 

as ‘the collective programming of the mind that distinguishes the members of one human group 

from another’. Hofstede  defined the following four constructs to classify countries according to 

the cultural differences:  

 

1 Individualism versus collectivism: Individualism stands for a preference for a loosely knit 

social framework in society wherein individuals are supposed to take care of themselves and their 

immediate families only. The fundamental issue addressed by this dimension is the degree of 

interdependence that a society maintains among individuals. This influence the choice of 

accounting system of secrecy versus transparency in disclosure requirements.  

2. Large versus small power distance: Power distance is the extent to which the members of a 

society accept that power in institutions and organizations is distributed unequally. People in 

societies that have large power distance accept a hierarchical order in which everybody has a place 

which needs no further justification. The fundamental issue addressed by this dimension is how 

society handles inequalities among people when they occur. This is linked to the choice of the 

developers of accounting standards between professional bodies and statutory regulators.  



3. Strong versus weak uncertainty avoidance: Uncertainty avoidance is the degree to which the 

members of a society feel uncomfortable with uncertainty and ambiguity. This feeling leads them 

to beliefs promising certainty and to maintain institutions protecting conformity. Strong 

uncertainty avoidance societies maintain rigid codes of belief and behaviour and are intolerant 

towards deviant persons and ideas. Weak uncertainty avoidance societies maintain a more relaxed 

atmosphere in which practice counts more than principles and deviance is more easily tolerated. 

A fundamental issue addressed by this dimension is how a society reacts to the fact that time runs 

only one way and that the future is unknown: whether it tries to control the future or lets it happen. 

This influence the disclosure practices in the accounting system and the choice between 

conservatism and optimism.  

4. Masculinity versus femininity: Masculinity stands for a preference in society for achievement, 

heroism, assertiveness (boldness) and material success. Its opposite, femininity, stands for a 

preference for relationships, modesty, caring for the weak, and the quality of life. This affects the 

degree of uniformity and flexibility of the accounting system in a society .differences in financial 

reporting (Nobes& Parker, 2003). Companies in different countries respond differently to the 

increased need for finance. In Germany, France, Italy, Belgium, banks became the major supplier 

of additional funds. Thus companies relied more on debt financing. On the contrary, in the UK and 

in the US shareholders provided extra funds. This has given rise to active stock exchanges.  

In most continental European countries and in Japan, the traditional paucity of ‘outsider’ 

shareholders has meant that external financial reporting has been largely invented for the purposes 

of protecting creditors and for governments, as tax collectors or controllers of the economy. This 

has not encouraged the development of flexibility, judgment, fairness or experimentation. 

However, it does lead to precision, uniformity and stability. It also seems likely that the greater 

importance of creditors in these countries leads to more careful (prudent, conservative) accounting. 

This is because creditors are interested in whether, in the worst case, they are likely to get their 

money back, whereas shareholders may be interested in an unbiased estimate of future prospects.  

.  

 Some Existing Accounting Practice Differences   

1. Conservatism and accruals: The word ‘conservatism’ in the accounting literature has two 

different meanings. It is explained as the tendency to understate profit and assets. This is associated 



with the state’s desire to limit dividends in order to protect creditors, and with a company’s desire 

to limit taxable income. It is also the speed with which losses are reported. Perhaps because of the 

different mix of users in differing countries, conservatism (in the former sense) is of different 

strengths. For example, the importance of banks in Germany may be a reason for greater 

conservatism in reporting. It is widely held that bankers are more interested in ‘rock-bottom’ 

figures in order to satisfy themselves that long-term loans are safe. At the same time, the 

consequent lack of interest in a ‘fair’ view reduces the need to modify  

conservatism. IFRS refers to the concept of ‘prudence’ rather than ‘conservatism’. In many cases, 

accounting standards are the compromise treaties that settle a battle between prudence and the 

accruals concept.  

2 Provisions and reserves: The area of ‘provisions’ and ‘reserves’ is fraught with linguistic 

difficulties. For example, in American English the word ‘reserve’ always means ‘provision’ in UK 

English. UK English will be used here, but this still leaves another difficulty in that the word 

‘provision’ means two things: (i) a liability of uncertain timing or amount (e.g. ‘provision for 

pensions’) and (ii) an allowance against (or impairment of) the value of an asset (e.g. ‘bad debt 

provision’ or ‘provision for depreciation’). The IFRS usage is ‘provision’ to mean the first of these, 

and ‘impairment’ to mean the second. Setting up a provision or making impairment involves a 

charge against income, but there is an important distinction. Making impairment is a matter of 

measurement relating to an asset which has already been recognized. By contrast, setting up a 

provision requires three stages of consideration: is there a liability? Should it be recognized? How 

should it be measured? The distinction between provisions and reserves is important for financial 

reporting because provisions are liabilities recognized by charges against profit, whereas reserves 

are elements of equity caused by undistributed gains.  

3. Measurement of assets: There is great international variation in the degree to which departures 

from a cost basis are allowed or required. In a country with detailed legal rules and a coincidence 

of tax and commercial accounting the predominant valuation system will involve as little judgment 

as possible. Flexibility and judgment would make it difficult for auditors to determine whether the 

law had been obeyed and might lead to arbitrary taxation demands. Now IFRS and UK rules allow 



revaluation of tangible and some intangible assets, as long as it is continuous and applies to all 

assets of the same sort.  

4. Financial statement formats: Balance sheets vary in two main ways under domestic rules. 

First, in some countries, assets are displayed in order of decreasing liquidity (cash first), whereas 

in other countries there is an increasing order of liquidity (intangible fixed assets come first). The 

key to predicting is that the decreasing order is used by countries influenced by the United States, 

and the increasing order is used by countries in the EU. The other main variation in balance sheets 

is the shape of  them. Some combine together all the debits and then all the credits. Such balance 

sheets are either two-sided (with assets on the left) or in ‘report form’ on a single page (with assets 

at the top). Other companies arrange the items in order to calculate totals of net current assets and 

net assets; this may be called a ‘financial position format’. These three shapes (with assets in order 

of increasing liquidity) are all allowed in the EU. There is no US requirement on the shape of 

balance sheets. For income statements, the variety is rather more of a problem for users of financial 

statements.  

Factors Influencing International Accounting Development  

 

This no longer a story that the world has turned to a global and to this end nations trade with each 

other. Business activities have drastically increased over the years across the global and nations 

are involved in international trade. Evolving   trade among has made it compelling for reporting 

these transactions. In-depth knowledge of international accounting is needed for appropriate 

recording and reporting of these transactions. There are various factors that influence the 

development of international accounting. These factors are listed below:             

 

1. External Finance  

Business organization are financed via different channels like personal saving, corporate 

borrowing, government subsidies etc. These channels differ from one country to country.   When 

a company transforms from private company to public limited liability ownership concentration is 

diluted and the need for separation of management from ownership becomes inevitable. 

Shareholders become the   owners of the business based on the portion of stake.  The principal 

agent relationship becomes the order of the day. Agents (Management) are expected to give report 



of their stewardship to the principals that happened to be the shareholders periodically. The need 

to report stewardship snowballed in financial accounting reporting in the western world during the 

industrial revolution.       

Financial reports are prepared to meet the need of various users based on level of ownership. When 

a firm get chunk of its funds from the bank the financial reports are geared toward meeting the 

need information of creditor. The information needs of the funds suppliers are gratified in a 

comparatively direct way via private links or by close monitoring. For business enterprises that 

have few creditors direct access is the most effective way monitor the financial the health of such 

enterprises. 

Additional concern about outsider funding is the participation government in external funding of 

a firm in form investment. In central managed countries like France and Sweden government firms 

are expected to run their business activities by set down governmental policies and laws. 

Governments also vigorously make sure that firms   adequately funded and will give loan to firm 

or even finance these firms if they do have enough funds.  

Financial accounting is prepare reports that enhance   the decision making process of the 

government. Government mandates uniform reporting procedures to expedite enhanced 

government decisions. In conclusion, when capital providers changes company/fund providers 

relationship changes. When additional funds are gotten from international financial markets the 

accounting information needs of both domestic and international financiers must be met..  

 

2. Legal System  

Various countries of the world have different legal systems. The law system of a can be traceable 

to its colonial master. A country can either be code law country or a common law country. A code 

law country has a legalistic approach toward accounting while the A common law non-legalistic 

approach toward accounting.  Laws in code law countries require the minimum standard of 

behaviour expected. Citizens are obliged to obey the letter of the law. In most code law nation like 

United States accounting principles are codified. Consequently, financial accounting is ran by 

governmental bodies. Accounting procedures and guidelines tend to be extremely normative, 

comprehensive and sequential. A principal function of financial accounting in these nations is to 

ascertain income tax liabilities a company. Example these countries include; Argentina, France 

and Germany.  



On the contrary non-legalistic approach obtainable in common law countries spell out the borders 

beyond which it is illegal to venture. Nevertheless, within this borders, liberty and judgment are 

allowable and encouraged. Accounting guidelines in common law countries are essentially 

regulated by accountants in the private sector and they evolve by becoming commonly accepted 

in practice. Thus, accounting tends to be more adaptive and innovative. Examples of common law 

countries that adopt non-legalistic approach are the United States and the United Kingdom.  

3. Political and Economic ties with other Countries  

Most nations have political and economic ties to colonial masters for Anglophone countries like 

Australia, New Zealand, Malaysia, Pakistan, India, South Africa and Nigeria have political and 

economic ties to Great Britain. These countries pattern their accounting profession and financial 

practices after United Kingdom   while Francophone countries play allegiance to France their 

colonial master. The political and economic ties among nations have forced accounting practices 

to become more similar.    

The British also export their product of practicing accountants to various nations including US 

during the economic boom in the early 20th Century. These led harmonization of financial reporting 

standards of nations across the globe.  Consequently, the International Accounting Standards 

Committee (IASC) emerged which acted as the springboard harmonization international financial 

reporting standards. 

Other event led to development of international accounting is acceptance of the international 

auditing standards in 1992 for enhancement financial reporting in international financial market 

The influence of economic relations among countries on developing and designing an accounting 

system is the result of developed international exchange. Accordingly, a country’s accounting 

system can be affected by the accounting system of another country because its geographical 

position makes it a neighbor, and also because the former represents a large export market for the 

latter, with many of its businesses going over to the other’s securities market (Canada and the U.S., 

for example). The political system as an influential factor is often mentioned in the literature under 

the term of colonial inheritance and as such, it is considered a major influential factor of accounting 

systems and reporting systems alike. The impact of this factor is also evident through history, with 

invading countries imposing their political, as well as their accounting system on the countries 

they have conquered and colonised. It is also a fact that many countries, upon gaining 

independence, have continued to use the same political and accounting system even though it no 



longer suits their current needs and economic situation, whereas others have opted for a different 

political and accounting system4. The influence of a political system is reflected in the strong 

effect of other cultures on certain countries because of their size (small), low level of their 

development or their previous colonial status. 

 

5. Quality of Accounting Education and Status the Accounting Profession  

Various authors agree that this factor, if lacking, can represent a constraining factor in accounting 

system development5. While the quality of accounting education is directly influenced by a 

society’s general level of knowledge, it is also affected by other factors such as the status of the 

accounting profession in a country, the level of economic development, economic relations with 

other countries, and so on. Accordingly, accounting will not be more than average in countries in 

which the general level of knowledge is low. Bringing in accountants from advanced countries or 

sending accounting professionals to advanced countries for education is not a perfect solution 

because advanced countries may not have or do not have the same accounting system as less 

developed countries. Also, advanced countries have a developed accounting system that is 

characteristic of large and complex businesses with complex accounting problems that can only 

be solved by highly qualified and skilled accounting professionals. Conversely, because smaller 

and simpler forms of business entities prevail in less developed and developing countries, the 

required level of accounting education and qualification is lower, and accounting is “primitive”.  

 

Contrary to the reasoning that this factor impacts on the design and attributes of an accounting 

system, Nobes (1998) holds a different opinion. Calling upon the Doupnik – Salter (1995) 

theoretical model explaining accounting differences, Nobes claims that a different level of 

accounting education is not a relevant factor in explaining differences because it can not be used 

to classify accounting systems. Accordingly, it could be viewed merely as an outcome of 

differences among accounting systems but not as the cause of these differences, and it could 

possibly serve in making comparisons between advanced and developing countries. Seen from this 

perspective, this factor could be considered within the framework of factors relating to a country’s 

level of economic development or to the tradition and strength of the accounting profession 

(Nobes, 1998, 172). Regardless of the fact that this factor is linked to other factors, we deem that 

it should be considered separately, nevertheless. Also perhaps, it is not completely correct to claim 



that accounting in less developed countries is “primitive”. In fact, if the accounting needs and 

information needs in these countries can be met by a lower level of development of the accounting 

system, this does not necessarily need to imply that the country’s accountants are less skilled but 

simply that the level of education in the field of accounting is the level required by the environment 

in which it operates. On the other hand, improvements to accounting education could impact on 

the environment and development of an accounting In addition to accounting education, the status 

of the accounting profession in a country can also be observed as a factor affecting the country’s 

accounting system, even though it is, at the same time, conditioned by some of the other influential 

factors. In countries whose legal systems are based on code law, the accounting profession is less 

important and is state-regulated, whereas in common-law countries, it is highly appreciated, self-

regulating, and plays a major role in setting accounting and auditing standards, as well as in 

developing and promoting the profession itself 

 

 

Level Inflation  

 

Inflation is the general price level of goods and services for a within a given period of time. 

Inflation goes a long way affect financial reporting evolution. An economy’s level of inflation 

can also be considered in the context of its influence on a country’s accounting system, in 

particular because it affects the asset valuation method and because, in conditions of high 

inflation.  

 Most accountant report financial transaction on based historical with the assumption that prices 

are relative stable through life time of the asset. For example, countries such as the U.S. or Great 

Britain  in which inflation levels are mostly under control apply the historical cost method for the 

needs of financial reporting  The principle is based on an assumption that the currency unit used 

to report financial results is reasonably stable. The equanimity of the historical cost principle varies 

inversely with the level of inflation. On the contrary South American countries like Argentina, 

Brazil, Bolivia or Mexico have been devastated by double digits and three digit inflation rate for 

years, long age discard the adherence to historical cost. Firms in these nations customarily write 

up the values of their assets based on changes in general price levels. Double- and triple-digit 

inflation rates render historical costs meaningless. 



Undermining effects of inflation on the economy, some other scholars are of the view that the level 

of inflation is not a vital influential factor in explaining the variances between accounting systems, 

although it could possibly be the cause for variation in accounting practices of those accounting 

system belonging to the same category (Nobes, 1998, 175). Other scholars are of the opinion a 

certain level of inflation will trigger a reaction in every accounting system, and procedures for 

accounting inflation will be applied. In this, it is essential to know who will react and how: the 

professional accountants or the state within the framework of the tax system? 

  

Size and Complexity of Organizations  

The size and complexity of business enterprises is an argument that has multiple implications in 

explaining accounting system differences. Namely, the accounting needs of large businesses that 

have several different production lines and a wide variety of products differ from the accounting 

needs of smaller enterprises producing, for example, only a single product. The information needs 

of multinational companies are different from the needs of large businesses that manufacture only 

for the home market, and they differ even more from the needs of small enterprises (Černe, 2007, 

19). The involvedness and magnitude of firms that operate within the confine of a nation influence 

the scope and nature of the accounting framework that will be adopted by the country in question. 

Larger and more complex business enterprises have more glitches. Economic school of thought 

opines that   the level of economic development a country will go long way to determine  the 

number and size of business enterprises operating in that country (Saudagaran, 2004, ). This 

implies  that mega business enterprises thrive better in nations with specialized market while small 

business do well in emerging markets. Highly trained accountant are needed to handle these more 

difficult problems. Accounting cannot be highly developed in a country where general education 

levels are low, unless that country imports accounting talent or sends bright citizens elsewhere for 

the necessary training. At the same time, the users of a company’s financial reports must 

themselves be sophisticated- or else there will be no demand for sophisticated accounting reports.  

Most multinational corporation headquarters are situated industrialized nations (e.g Japan, 

Germany, Great Britain and the United States).The accounting and financial reporting of these 

countries  more complex and demanding than in less developed and developing countries, whose 

economies are characterised by many smaller business enterprises with.   

 



Correlation of Factors 

Whether by coincidence or not, there is a high degree of correlation between legal system, tax 

conformity, and source of financing. Common law countries tend to have greater numbers of 

domestic listed companies, relying more heavily on equity as a source of capital. Code law 

countries tend to link taxation to accounting statements and rely less on financing provided by 

shareholders 

Capital Market 

Business entities within different accounting systems basically rely on earned capital; their 

external sources of funding, however, may differ. Therefore, depending on whether funds are 

raised by issuing securities or through credit loans from financial institutions, accounting systems 

can be characterised as those whose main source of funding is either the stock market (equity-

oriented). In such a context, a capital market, through its attributes, impacts on a ountry’s financial 

reporting system. This impact primarily depends on who are the investors or creditors (individuals, 

banks, a state), who are the information users and what are their information needs, as well as how 

many of them there are and what is their association to business entities. Namely, financial reports 

and the accounting information they hold are an indispensable and vital source of data on the 

performance of business entities regardless of the financing system and its attributes. For example, 

in countries whose businesses raise funds by issuing securities, investors see financial reports as a 

very important source of information about the performance of these businesses because investors 

have limited access to alternative sources of information. Hence reporting is directed towards and 

focused at their information need, regardless of whether they are investors in stocks or bonds, as 

countries with this type of system also have developed proprietary securities markets as well as 

debt securities markets. Because of the large number of stockholders and the impossibility of 

contacting each one individually, financial reports should be transparent and contain a sufficient 

amount of information to indicate how a business is performing. In systems in which the major 

sources of funding are banks' credits, with usually a few very powerful banks meeting most 

financial needs, financial reports are based on the information needs of creditors and are focused 

on their protection. The information needs of banks are often met through personal contacts and/or 

direct access to reports, which is the difference when compared to transparent financial reports 

mentioned above. In a way, exclusive access to information diminishes the need for developing a 



more open and informative reporting system. Although these business entities are also obliged to 

make public their financial reports, these reports differ in their scope of information from the ones 

previously mentioned Finally, accounting systems and financial reporting systems are also 

influenced by a capital market’s level of globalisation, viewed in the context of foreign businesses 

entering domestic capital markets. If such business entities are from countries whose accounting 

system is characterised by high standards in drawing up and publishing financial reports, then they 

will exert a direct influence on raising the general level of financial reporting in the country they 

are entering. Likewise, a country’s financial reporting systems will not be influenced by businesses 

coming from countries in which high standards are not set for making and publishing 

 

  

ACCOUNTING GROUPS 

Nations can be grouped according to accounting similarities. However, it is important you note 

that no two countries have identical financial accounting practices. Each country is a unique 

mixture of environmental variables that together have influenced the pattern of accounting 

development in that country. Therefore, at a broad level of generation, three major accounting 

models can be identified. And they are as follows: 

British-American Model 

This is referred to as Anglo-Saxon or Anglo-American Model is used to describe the approach 

applicable in the United Kingdom and United States, where accounting is oriented toward the 

decision needs of large numbers of investors and creditors. This model of accounting is oriented 

toward the decision needs of external investors. Under this model, financial statements enable the 

investors to evaluate management performance and to predict future cash flows and profitability. 

The Anglo American Model is characterized by a system of accounting that is strongly influenced 

by professional accounting bodies rather than government, emphasizes the importance of capital 

markets (these are the entities within the countries where this model of accounting are usually very 

reliant on public sources of equity and debt finance), and relies upon terms such as fair and true or 

presented fairly, which is in turn and based upon deliberations of economics substance over and 

above legal form (legal form being bund by legislation). 

This model is used mostly in countries of English-speaking and some other countries which are 

heavily influenced by the United States or the United Kingdom. Most of these countries follow a 



Common law legal system (Anne, 2000). Common laws also referred to as Case laws that are 

enacted based on court rulings. 

 The major source of fund for this kind of model is basically the stock exchange market. The 

financial market enables ordinary shares and bonds to be exchanged frequently, hence enabling 

companies to raise large amount of capital. The United Kingdom, United States, and the 

Netherlands are the trend–setting countries for this cluster.  

 

Continental Model 

Continental European model also known as Legal Compliance Model is a type of accounting 

model designed to satisfy government imposed requirements as demonstrating compliance or 

computing income taxes with the national government's macroeconomic plan. This model consists 

of a variety of countries in which the legal system and the accounting rules are codified by 

government ministries. The Continental European Accounting Model is characterized by relatively 

little reliance upon qualitative requirements and small input from the accounting profession such 

as true and fair, and stronger reliance upon government. The Intercontinental accounting system 

is based on two determinants, (a) accounting controlled by commercial law, focused on protecting 

creditors; and (b) tax law focused taxation; in contrast, the Anglo-Saxon or Anglo-American 

accounting systems are appropriate for the use of financial decision-makers and are capital market-

oriented. This is the type of accounting system that is practiced in the EU nations (e.g. Austria, 

Belgium, Bulgaria, Croatia, Italy, France, Spain, Cyprus, Hungary, Portugal, Sweden, Germany, 

Denmark, etc.) (except UK) and in most countries in Continental Europe and Japan where 

businesses have very close ties to their banks which supply most capital needed to finance 

businesses. The primary source of capital or fund for this kind of model is basically the bank. eller 

The financial accounting in this model is legalistic in its orientation and practices tend to be highly 

conservative. Also, in this model, Accounting is not primarily oriented toward the decision making 

needs of the capital provider. Rather, it is usually designed to satisfy such government-imposed 

requirements as computing income taxes or demonstrating compliance, with the national 

governments macroeconomic plan. This type of accounting model has developed where 

governments have used accounting as part of the administrative control of businesses. Thus, 

Accounting in this case can be used to measure performance, allocate funds, assess the size of 

industries and resources, control prices, collect taxation, manipulate sectors of business, and so on. 



Countries that fall into this group include but not limited to the following: France, Germany, Italy, 

Norway, Spain, Sweden, Belgium, Denmark, Ivory Coast, Sierra Leone, Senegal, Cameroon, 

Togo. 

 

South American Model 

The South-American model is also known Inflation-Adjusted Model also referred to as is found 

predominantly in South America. This model is similar to the Continental European model in its 

legalistic, tax, and government-planning orientation. However, this model distinguishes itself 

through the extensive use of adjustments for inflation. In most South American countries, the 

dominating influences are the legal and administrative systems inherited from Spanish 

(Portuguese) colonisation, and the highly political environment that results from such systems.  

Spanish is the common language spoken by countries that use the South American Model, except 

Brazil which speaks Portuguese. Historically, South-America is made up of 12 independent 

countries and 3 dependent territories, with Spanish is the official language in use. Brazil is the 

most populated, with Suriname being the smallest independent state and the only nation with Dutch 

as an official language. However, the South-American countries have a great deal of experience 

coping with inflation and their accounting systems have been developed to reflect this 

characteristics, which is generally oriented toward the government planners and uniform practices 

are imposed on business entities. Under this model, financial statements are not prepared based on 

Historical Cost. For instance, countries like Brazil and Argentina have been forced to implement 

accounting rules to provide constant dollar financial statements, with inflationary gains and losses 

clearly and separately identified. Countries in this region have had more inflation than any other 

part of the world. For instance, throughout the 1980s and the 1990s, the average annual rate of 

inflation in this region was approximately 50%. 

 

Problems of International Accounting Diversity  

The pros and coin of diversity depends on the standpoint from which we view the subject matter.  

 There are some of the problems of diversity of international accounting. 

i.Access to Foreign Capital Markets 

One of problem caused by accounting diversity is accessibility to foreign capital markets. If a 

business enterprise desires to access funds by selling stock or borrowing money in a foreign 



country, it will be required to present a set of financial statements prepared in accordance with the 

accounting standards of the country in which the fund is being obtained. To have stock listed in a 

country, foreign companies need to prepare financial statements using the country’s accounting 

standards or provide a reconciliation of local GAAP net income and stockholders’ equity to the 

country’s GAAP. This can be quite expensive. In preparing for a New York Stock Exchange 

(NYSE) listing in 1993, the German automaker Daimler-Benz estimated it spent $60 million to 

initially prepare U.S. GAAP financial statements and thereafter it is anticipated to spend $15 

million to $20 million each year.  

 

ii. Investors 

Portfolio investors and their agents, financial analysts, possibly distaste international accounting 

diversity the most. Underwriters constantly report that worldwide accounting diversity causes 

some underwriting (i.e. pricing of new securities issues) difficulties. If investors, analysts and 

underwriters indeed experience difficulties with GAAP diversity, financial markets are not as 

efficient as they could be and therefore returns to investors are less than they ought to be. This is 

a powerful indictment on GAAP diversity. 

 

iii. Comparability of Financial Statements 

Lack of comparability of financial statements between companies from different countries poses 

a major problem posed by accounting diversity. This can meaningfully influence the analysis of 

foreign financial statements for making investment and lending decisions. The job of deciding 

which foreign company to invest in is complicated by the fact that foreign companies use 

accounting rules different from those used in Nigeria and those rules differ from country to 

country. It is very difficult if not impossible for a potential investor to directly compare the 

financial position and performance of an automobile manufacturer in Germany (Volkswagen), 

Japan (Nissan), and the United States (Ford) because these three countries have different financial 

accounting and reporting standards. According to Ralph E. Walters, former chairman of the 

steering committee of the International Accounting Standards Committee, “either international 

investors have to be extremely knowledgeable about multiple reporting methods or they have to 

be willing to take greater risk.” A lack of comparability of financial statements also can have an 

adverse effect on corporations when making foreign acquisition decisions. In many cases, the 



international public accounting firms were called on to convert financial statements to a Western 

basis before acquisition of a company could be seriously considered. 

 

 

iv. Stock Markets and Regulators 

Stock markets and regulators have twin goals of investor protection and market quality. To protect 

investors, most stock markets (along with professional or governmental regulatory agencies) 

require listed companies to disclose sufficient information so that investors can assess their past 

performance and future prospect. Market quality is achieved by fair and efficient trading and by 

the availability of investment opportunities for market participants. Stock markets and regulators 

interpret these goals differently around the world. For example, accounting and disclosure 

requirements for listing shares vary extensively. Research shows that MNCs consider these 

requirements to be an important cost when they choose where to list their common stock shares. 

Indeed, MNCs are less likely to choose stock exchanges that require them to make extensive new 

disclosures over and above those that they are already making at home. 

The United States has the most extensive accounting and disclosure requirements in the world. 

The US Securities and Exchange Commission (SEC) is the regulatory agency responsible for these 

requirements. The SEC believes that investors are better protected when there is a “level playing 

field”, that is, when comparable accounting information is provided by U.S. and non-U.S. 

companies alike. Nevertheless, non-U.S. companies allege that they avoid listing in the United 

States because they find US requirement too onerous. If that is true, then U.S. citizens are deprived 

easy access to buying shares in these companies, and the U.S. capital market may become less 

competitive globally. 

v.Preparation of Consolidated Financial Statements 

The diversity in accounting practice across countries causes problems that can be quite serious for 

some parties. One problem relates to the preparation of consolidated financial statements by 

companies with foreign operations. Consider General Motors Corporation, which has subsidiaries 

in more than 50 countries around the world. Each subsidiary incorporated in the country in which 

it is located is required to prepare financial statements in accordance with local regulations. These 

regulations usually require companies to keep books in local currency using local accounting 

principles. Thus, General Motors de Mexico prepares financial statements in Mexican pesos using 



Mexican accounting rules and General Motors Japan Ltd. prepares financial statements in Japanese 

yen using Japanese standards. To prepare consolidated financial statements in the United States, 

in addition to translating the foreign currency financial statements into U.S. dollars, the parent 

company must also convert the financial statements of its foreign operations into U.S. GAAP. 

Each foreign operation must either maintain two sets of books prepared in accordance with both 

local and U.S. GAAP or, as is more common, reconciliations from local GAAP to U.S. GAAP 

must be made at the balance sheet date. In either case, considerable effort and cost are involved; 

company personnel must develop an expertise in more than 

vi. Lack of High-Quality Accounting Information 

Lack of high-quality accounting standards in some parts of the world is a major problem posed by 

diversity of accounting. There is general agreement that the failure of many banks in the 1997 East 

Asian financial crisis was due to three factors: a highly leveraged corporate sector, the private 

sector’s reliance on foreign currency debt, and a lack of accounting transparency. To be sure, 

inadequate disclosure did not create the East Asian meltdown, but it did contribute to the depth 

and breadth of the crisis. As Rahman explains: “It is a known fact that the very threat of disclosure 

influences behaviour and improves management, particularly risk management. It seems that the 

lack of appropriate disclosure requirements indirectly contributed to the deficient internal controls 

and imprudent risk management practices of the corporations and banks in the crisis-hit countries.” 

International investors and creditors were unable to adequately assess risk because financial 

statements did not reflect the extent of risk exposure due to the following disclosure deficiencies:  

1 The actual magnitude of debt was hidden by undisclosed related-party transactions and off 

balance-sheet financing. 

2. High levels of exposure to foreign exchange risk were not evident. 

3. Information on the extent to which investments and loans were made in highly speculative 

assets (such as real estate) was not available. 

4. Contingent liabilities for guaranteeing loans, often foreign currency loans, were not reported. 

 Appropriate disclosures regarding loan loss provisions were not made because of the problems 

associated with worldwide accounting diversity, attempts to reduce the accounting differences 

across countries have been ongoing for over three decades. This process is known as 

harmonization. The ultimate goal of harmonization is to have one set of international accounting 

standards that are followed by all companies around the world. 



2. ACCOUNTING HARMONIZATION 

  Concept: Harmonization of Accounting                  

 International harmonization of financial reporting refers to the global approach undertaken by 

numerous countries to achieve mutual assistance and understanding in regard with financial 

reporting. International harmonization permits various countries to follow identical rules while 

making a financial report, these particular approaches enable various accountants and professional 

firms to understand the financial reports of countless companies either locally or internationally.  

Choi and  Meek (1999)  defined  harmonization as a process of increasing the compatibility of 

accounting practices by setting limits on how much they can vary and standardization means the 

imposition of a rigid and narrow set of rules, and even a single standard rule or rule may be applied 

in all situations. Leebron (1996) defined harmonization as, “making the regulatory requirements 

or governmental policies of different jurisdictions identical, or at least more similar. 

Many national and international organizations, for instance Accounting Standards Codification 

(ASC), Financial Accounting Standards Board (FASB), International Accounting Standards Board 

(IASB), and European Commission (EC) are currently involved in the process of national and 

international harmonization of financial reporting. However, there is a difference between 

harmonization and standardization. Harmonization is a movement away from total diversity of 

practice, while standardization is a movement toward uniformity. 

There has been a considerate amount of literature being done in regard with international 

harmonization. Similarly, Saudagaran and Diga recognized the level of accounting harmonization 

in three different steps, namely total disharmony, regional harmony and global harmony. The 

regional paradigm of accounting harmonization perceived harmonization as occurring among 

countries that are geographically proximate. The global paradigm of accounting harmonization 

envisions a borderless environment where accounting information is comparable across countries 

and is readily available to international users. 

There is no universal definition of harmonization. However, the basic understanding of 

harmonization states that, it eliminates differences between accounting practices in various 

countries in order to pursue international agreement 

History of Harmonization  

International harmonization of financial reporting was first proposed in 1904, when the idea of 

“International Accounting Standards” (IAS) was propagated in International Congress of 



Accountants held at St. Louis. Subsequently,  Jacob kraayenhof  on 7th International Congress of 

Accountants at Amsterdam, proposed that, international accounting cooperation and 

standardization is needed. Latter in 1966, discussions and debates started to take place within 

renowned professional bodies, such as, Institute of Chartered Accountants of England and Wales, 

Canadian Institute of Chartered Accountants and Association of the Institute of Certified Public 

Accountants of America Samuels & Piper. 

Henry Benson directed a discussion, which eventually resulted to form a study group to carry out 

accounting studies and approaches among the participating countries. The study involved twenty 

topics involving accounting and auditing which ultimately induced the senior officers to 

implement international standards. In 1972, on 10th International Congress of Accountants at 

Sydney the groundwork initiated in order to form an organization for augmenting International 

Accounting Standards. Thus, International Accounting Standard Board (IASB), formerly known 

as, International Accounting Standard Committee (IASC) was created to represent 16 accounting 

bodies in lieu of 9 nations. 

Significant Events in the Harmonization Process  

 Pre-stage of the Harmonization Process  

Jacob Kraayenhof is referred to as the father of harmonization suggested that there a need for 

single reporting system by all nation. The Accountants International Study Group (AISG) was 

formed in 1966 to evaluate the variations in accounting methods between Canada, US and UK.  

Later in 1972, an assembly of accountants organized in Sydney and representatives of the 

accounting vocations in the three countries above suggested that an international federation should 

be set up which would write accounting standards for international utilization.  

 Harmonization Process between 1973 and 1987  

IASC was shaped in 1973. Ever since then, during the period of 1973 – 1987, the IASC generated most 

of the International Accounting Standards (IAS). In addition, IASC concentrated to manage 

compatibility between the IAS and prevailing accounting standards in the member states of the IASC. 

Similarly, other organizations such as the Organization for Economic Cooperation and Development 

(OECD) and African Accounting Council were fascinated to the progression of accounting standards. 

For example, OECD released a testimony which was considered as a parameter on disclosure of 

financial reports.  



Correspondingly, the United Nation (UN), set up the Intergovernmental Working Group of Experts on 

ISAR to foster international accounting standards and make known accounting education in Africa and 

Russia. However, the standards of UN are fundamentally similar with the IASB.  

 Harmonization Process between 1987 and 1993  

In this period, which was reflected as the second stage of harmonization, the IOSCO became a member 

of the consultative group of IASC in 1987. In addition, the IAS guidelines for preparation and 

presentation of financial statements were established in 1989 and IASC circulated disclosure draft 32 

which incorporated the comparability of financial information and anticipated to surge comparability 

and to decrease entitlements.  

 Harmonization Process between 1993 and 1998  

This period was known as the third stage of the harmonization process. During this time, IOSCO 

revised the IASC standards and made recommendations to improve a number of these standards. 

Moreover, IOSCO and IASC agreed on a work plan which stated that IASC had to construct an 

inclusive set of prime standards in harmony with the wishes of IOSCO. In 1999, the work proposal 

was completed Epstein & Mirza (2001). In 1998, the IASC had a new structure. Based on the new 

structure, IASC became the predecessor organization of the IASB and attempted to conquer the central 

roles as a global player in the standard-setting process. 

Harmonization Process between 1998 and Onwards  

During this period, the presence of IOSCO was intensely influenced by the Securities Exchange 

Commission (SEC). In 2000, SEC introduced the project “the International Concept Release” and 

stated that they would not accept the core standards without any reconciliation to the US GAAP 

unless the core standards constitute a comprehensive body of accounting or the standard are of 

high quality and result in comparability and transparency and can be interpreted and applied. In 

2000, the European Commission suggested a directive which involves all listed firms in European 

markets to formulate their recognized accounts in acquiescence to IAS/IFRS, by 2005.  

In addition, EU permitted the financial statements of American companies to be listed on the 

European Stock Exchanges and instigated a formal procedure for acceptance of the IAS/IFRS. On 

the other hand, the Canadian Securities Administrators stated in 2002 that any foreign listed 

corporations in Canada are able to implements the IASB’s standards from 2005 without 

reconciliation to the Canadian GAAP. Similarly, the Financial Reporting Council of Australia 

officially approved the application of IAS and IFRS for Australian reporting entities by the first of 

January, 2005.  



Needs for International Harmonization  

The need of international harmonization cannot be ignored. As the overall objective is immense in 

its nature. International harmonization affect critical areas, due to which regions such as ASEAN, 

have concentrated to stimulate it.  

Annual Reports  

In the year 1997, 205 out of 300 companies’ annual reports were accessed among Australia, Hong 

Kong, Malaysia, Singapore, and Indonesia. Out of this number, only 130 could be used as research 

material, as other 75 annual reports were rejected, mainly due to incomplete disclosure, wrong 

year, or no English translation. From the above statement, we can deduce that, there was a severe 

need of accounting harmonization, primarily for financial reporting. As it was difficult for 

accounting professional firms to scrutinize them, then how could one individual or investor can 

trust and invest in such companies.  

 Impact to Globalization  

Globalization which escalated by the end of twentieth century has enabled people to travel, 

communicate and do business internationally, with the aid of technological advancements. In order 

to encourage foreign direct investments (FDI), with the increasing globalized environment, 

ASEAN concurred that international harmonization would be one of the vital approaches which 

will stimulate disclosure requirements imposed on MNCs. Some scholars proposed that, 

globalization impacted the free flow of capital, product, information, policy and people. Thus, 

globalization has influenced all socio-economic aspects of the world. Accounting is considered as 

a social phenomenon, therefore it will be affected either directly or indirectly within this process.  

Cross border Listing  

Cross border listing permit companies to issue their common shares on a different stock exchange, 

across border. ASEAN stock exchange specifies the need to provide interim financial reports and 

forecast information. Such coordination of stock exchange within ASEAN enhances the 

prospective of accounting harmony. Similarly, the growing competitiveness among capital 

markets as a source of finance, ASEAN is striving for the need of accounting harmonization in 

order to develop efficient financial reporting within this region. The flow of capital across national 

borders is linked arbitrage opportunities in different markets. Capital flow also considers the 

movement of capital from developed to developing or under-developing countries. Furthermore, 

cross border flow of products and services demands for free trade, while eliminating the 



restrictions and tariff barriers. There have been numerous tensions between countries over 

international trade, for instance, natural resources and national trade.  

Advantages of the International Harmonization  

 Comparison Challenges  

There is no doubt that, harmonization eliminates comparison challenges. This can be understood 

with the fact that, where same principles are being practiced, every practitioner can conveniently 

recognize other financial statements. Saw (2011) report that financial statements from various 

countries would become more reliable and comparable, or at the very least, be clear to users about 

the nature and magnitude of differences. This would reduce the risk for investors and bring the 

cost of capital down. From such statement, it can be said that, international harmonization 

eliminates comparison challenges, as it doesn’t involve re-writing financial statements using other 

country’s set of standards.  

Similarly, Nicolaisen documents that, international credit grantors such as World Bank would also 

encounter fewer complications in comparison. After all, a thriving capital market demands a high 

degree of investor understanding and confidence. The undertaking of formulating comparable 

internal information for the assessment of performance of subsidiaries and investment appraisal in 

various countries would be significantly assisted as well, due to decline in the menace of ambiguity 

and misunderstanding arising from managers inside the company.  

Furthermore, employees of multinational employers, their labor unions and other organizations 

will also be benefit from greater comparability. For instance, negotiations regarding salary or 

working conditions can be decided on the basis of financial statement. Similarly, customers, 

suppliers and lenders would also benefit in evaluating the creditworthiness of foreign-owned 

subsidiaries.  

 Consolidation of Account  

International harmonization sedate the emerging complications for financial accountants to 

formulate and consolidate financial statements, as they are much simplified after following the 

rules determined by IAS. This mainly benefit the MNCs. As the multiple reporting requirements 

are diminished, which involves direct costs such as, data collection, collation and auditing while 

also involving indirect costs, mainly due to differences in reporting requirements.  While on the 

other hand, international accounting and auditing firms would find it expedient too for conveying 

the accounting knowledge and skills from one country to another. Solomons (1978) also stated 



that the credibility of financial accounting rests on its ability to remain neutral, and accurately 

represent economic reality.  

  

 

Forecasting Challenges  

Hirshleifer and Teoh revealed that individual investors who are less informed and less equipped 

to deal with different accounting systems will be more reliant on the financial statements, and 

therefore will not be able to compete on equal terms with the professionals. With the aid of 

international harmonization, such people who are reliant over financial statements, can 

conveniently predict potential profit/loss, while also being competitive against professionals. This 

would greatly influence the forecasting challenges in the dynamic business world. For instance in 

the case of Vietnam; Richard Martin, Chairman of the ANZ Bank branch in Hanoi said: We hope 

to better understand local creditworthiness. Right now, local accounting and audit practices do not 

give us the level of comfort we need. But it’s clear they will change soon Murphy (1993).  

 Inconsistency in Share Price  

Harmonizing accounting standards would increase the efficiency with which stock markets 

integrate figures in their prices. As companies are issuing new shares beyond their national 

borders. In such situation, when share prices are quoted on a foreign stock exchange, that stock 

exchange may demand for financial statement to be consistently prepared with the foreign 

accounting practices. International harmonization eliminates such conditions, which further allow 

businesses to save cost. Adding to it, globalizing accounting practices would also reduce the cost 

of promoting share issues. Hence, the possibility of share prices reflecting the true worth of the 

firm is much encoring with the degree of harmonization and this also is impacted.  

 

Disadvantages of the International Harmonization  

 Difficult Accounting Requirements  

Harmonization is needed by all the stakeholders; however their expectations are different which 

makes it contradictory. For instance, in US and UK, primary users are investors as the business 

environment is vastly inclined on capital markets. On the other side, in Germany and other 

continental countries, tax authorities and government are the primary users. Such differentiation 

among groups requires different information. For instance, it would be regarding investment 



decision, tax authorities would require information in regard tax regulation. Similarly, government 

would require it for national standardized planning, while employees would need it for social type 

and management would require it to manage and control companies. This clearly indicates that 

harmonization needs various financial reporting requirements which is not possible within a 

certain standard that is bounded by limited alternatives and flexibility in the application of standard   

In the case of Vietnam, the strict link between tax regulations, rules of financial control for State-

owned Enterprises and the accounting have also generated some difficulties for development. The 

reformers have always looked for a solution to maintain this specificity in process of development 

of accounting system.  Modifications and additions were only made to assist taxation reporting 

and financial regulations prescribed for the state sector. While maintaining those rules can harm 

the operational management and the accounting information quality. Similarly on the other hand, 

an institutional mechanism dealing with ASEAN member countries harmonization is critically 

needed.  

 

Economic Obstacle  

A serious obstacle encountered in transition to a private oriented capitalist accounting system is 

the lack of competent personnel and a unified accounting profession to implement the new 

accounting system. Many experienced accountants still prefer book-keeping and do not like 

changes in accounting practices. Such accountants are considered to be poorly trained as they have 

poor grasp over the market changes, and are unable to change themselves with the dynamic 

environment of the business world. This complication was mainly ascended in Vietnam. As a 

consequence businesses encountered extreme complications to converge with IAS rules, as the 

elite professional bodies were not open for adaption. This was further justified with the statement 

of Adams and McMillan  ability, magnitude, and capacity of professional accountants in a country 

affect the accounting practices, public information and development of accounting principles.  

 Escalation of Operating Cost  

Even though harmonization decreases the overall cost of the users, especially MNCs, however, in 

the short-run while adopting such criteria, it might increase the cost, especially where it involved 

investment in capital assets. For instance, by adopting IFRS, the accounting profession will be 

required to be well-aware and educated about the new standards. Similarly, college and 

universities, specifically dealing with accounting profession would need to revise their 



curriculums. This clearly indicates the need of more time and cost would be needed in order to 

bring changes.  

 System Enhancement  

In order to undertake new principles and regulations, companies all around the world would have 

to make enhancements in their system in order to present their financial statements. In such cases, 

employing specialized software to produce financial statements with the standards of IAS would 

increase the cost. For example in European region, companies with their revenue of between 500 

million and 5 billion spent 0.05% of their revenue to adopt IFRS.  

 Hardware Investments  

The transition from conventional method to technological advancement would highly call for 

hardware changes. For instance, the basic criteria of book-keeping and journals will be deceased. 

The latest technology of having computers with proper accounting software will be needed. Such 

software are usually amplified with improved graphic card technology and processor upgrades, 

which as a whole speeds up the overall accountant’s capability. This will vastly affect the 

companies, at the start-up point. For instance, Accenture’s senior executive, Troy Barton predicted 

that, transitioning to IFRS would involve 40% to 50% technological  change, 30% to 40% of 

processes change and about 20% of technical accounting work Johnson (2009).  

Barriers to the International Harmonization  

There are many barriers in the global environment that make harmonization difficult to be 

achieved. Let us discuss some of such barriers in this sub-unit. 

i. Political factors 

Nationalism reveals political obstacle towards harmonization. Countries are suspicious of 

relinquishing control of their accounting regulations to outsiders, specifically when their own 

accounting regulations are replaced with those of other nations. Nobes and Parker suggest that 

nationalism may lead to unwillingness to accept accounting standards developed by other 

countries.  

In some countries, companies and individuals desire to preserve the inadequacies and ineptitudes 

triggered by the alterations in accounting in order to benefit from it. For instance, the secrecy 

offered by Swiss banking and accounting. Developing nations and those which have been colonies 

of imperial powers are particularly sensitive to intrusions   

 Regulators  



 Brown and Tarca argued that rule-making is not the same as rule-enforcing. IASB is a standard-

setter not a standard-enforcer. According to Ball (2006), IASB has not shown any interest in 

disallowing or dissuading “weak-adopting” or “free-rider” companies or countries from using the 

IFRS brand name as a signal of quality. If enforcement cannot be obtained on a global level, then 

IASB’s mission would not be successful. IASB is not backed by any national government. It has 

to rely on goodwill of auditors, stock exchanges, and its regulators, government departments and 

agencies, and other private-sector bodies to ensure the compliance and integrity of the accounting 

standards. Even if such standards are implemented for global approach, there is still lack of 

international regulator that would be given enforcement powers.  

 Nationalism and pride- each nation’s nationalism and pride can serve as barrier to accounting 

harmonization. It will be difficult to get a country’s standard setters to accept alternative principles 

when they clearly believe that the standards they have developed provide the best information from 

their national perspective. Countries’ standard setters have different objectives and users. For 

instance, the primary objective of financial reporting in the United States is to meet the need of 

shareholders, while in Germany the creditors’ perspective is the main concern of the financial 

reporting process. Finally, a country’s legal tradition also influences its perspective. The United 

Kingdom has a common-law tradition, so it naturally prefers more flexibility and less codification 

in its standards. Germany has a Roman law tradition, which emphasizes stricter interpretation of 

the rules. 

 Costs- there are a number of costs in achieving harmonization. The level of costs to be incurred 

depends upon the manner in which harmonization is achieved. If harmonization is achieved by 

developing a loose, flexible framework into which a country’s accounting standards fit, the costs 

would be far less than if a specific, rigid set of accounting standards were imposed uniformly on 

all companies in all countries. 

 

                        

 

 

 

 

 



 3. ACCOUNTING STANDARDS AND ORGANIZATIONS  

 

 International Accounting Standards Setting Bodies    

Accounting Standard  

An accounting standard is a common set of principles, principles, standard and procedures that 

define the basis of financial accounting policies and practices.  

International Accounting Standards (IAS) 

What are the International Accounting Standards (IAS) are older accounting standards which were 

replaced in 2001 by International  Financial Reporting Standards (IFRS), issued by the 

International Accounting Standards Board (IASB) an independent international standard setting 

body based in London. IAS were the first international accounting standards that were issued by 

Accounting Standard Committee (IASC) in 1973.  

 

Consequences for standard setting and their use 

Accounting standards play a key role in the governance of political economies. They determine 

the degree of financial transparency in the corporate economy, the degree of comparability across 

companies and countries and the ability of various groups, particularly shareholders, employees 

and the state, to make claims on the company’s resources and to hold managers accountable for 

their performance. For this reason, IAS are part of the World Bank/IMF Reports on Observance 

of Standards and Codes (ROSC) programme to promote good corporate governance in developing 

countries and emerging markets, and an officially recognised part of the international financial 

architecture. The first IAS were released in 1975, but were general. The rule structure now 

competes with national standards in the short term and challenges them in the longer term through 

the use of interpretations. The IASB has fashioned itself into a functionally organised setter of 

accounting standard principles, staffed by accountants and auditors from various countries and 

with links to national standard setters who are responsible for bringing national rules in line with 

principles. The Board has responded to demands from national standard setters for more input, but 

it is unclear that changes will be substantial. The participation of stakeholder groups and a major 

new user, the EU, has not been increased. Meanwhile, the FASB cultivates a special relationship 

with the Board to ensure that IAS do not conflict greatly with its own standards, without adopting 

IAS itself. The differing treatment of income from derivatives is one of the reasons why layering 



of IAS on top of American standards has not been possible, as is the latter’s stronger emphasis on 

fixed rules, for the time being at least. Finally, IAS have the potential to transform capitalism in 

civil code countries in the long term. The IAS’ focus on transparency of information and current 

market value benefits outside investors over insider knowledge.  

 

 Benefits a single set of global accounting standards are: 

Enable investor to and other stakeholder to make informed economic decision about investment 

opportunities  

a. It reduces reporting and regulatory costs, especially for companies with international 

operations and subsidiaries. 

b. It promotes credibility of domestic capital markets to foreign capital providers and potential 

foreign   merger partners 

c. It enhances global comparability of financial reports across the globe. 

d. It promotes transparency, accountability and efficiency in financial markets around the world.       

j. Ease of regulation of securities markets- regulatory acceptability of financial information 

provided by market participants. 

k. Still can have local implementation guidance for local circumstances. 

l. Standards are less susceptible to political pressures than national standards. 

m. Portability of knowledge and education across national boundaries. 

Political Lobbying On Accounting Standard    

 

Accounting standard-setters such as the International Accounting Standards Board (IASB) are 

often challenged with the issue of political lobbying driven by preparer or governmental self-

interest. This is done by those who have vested interest in certain treatments of transactions mount 

pressure on the standard-setter not to approve the standard containing an objectionable feature. 

This usually includes: lobbying, writing letters, giving oral testimony at a hearing arranged by a 

standard-setter to expose its tentative views to public comment. It is usually a complaint against a 

specific standard in its proposal states. This is the reason for stalling some standards on certain 

issues. Issues such as share-based payment, pensions, insurance, leases and performance reporting 

have caused controversy in the past. This may cause the standard-settersto modify their positions 

and run the risk of diluting or abandoning the principles implicit in their standards (Nobes& Parker, 



2009). The likelihood of political lobbying would increase in some countries if the proposed 

standard were either to lower companies’ earnings or make their trend of earnings. 

 

Purpose and Objectives of International Accounting Standard Committee  

The International Accounting Standards Committee came into existence on 29th June, 1973 

as a result of an agreement by accountancy bodies in Australia, Canada, France, Germany, Japan, 

Mexico, Netherlands, United States, United Kingdom and Ireland. A revised agreement and 

constitution were signed in November 1982. The business of IASC is conducted by a Board 

comprising representatives of up to thirteen countries and up to four organizations having an 

interest in financial reporting. 

The objectives of IASC as set out in its constitution are: 

a. To formulate and publish in the public interest accounting standards to be observed in the 

presentation of financial statements and to promote their worldwide acceptance and 

observance  

b. To work generally for the improvement and harmonisation of regulations, accounting 

standards and procedures relating to the presentation of financial statements. The relationship 

between IASC and the International Federation of Accountants (IFAC) is confirmed by the mutual 

commitments into which they have entered. The membership of IASC (which is the same as IFAC) 

acknowledges in the revised agreement that IASC has full and complete autonomy in the setting 

and issue of International Accounting Standards (IAS). The members agree to support the 

objectives of IASC by undertaking the following obligations to support the work of IASC by 

publishing in their respective countries every international accounting standard approved for issue 

by the Board of IASC and by using their best endeavours: 

a. To ensure that published financial statements comply with international accounting 

standards in all material respects and disclose the fact of such compliance. 

b. To persuade governments and standards setting bodies that published financial statements 

should comply with international accounting standards in all material respects. 

c. To persuade authorities controlling securities markets and the industrial and business 

community that published financial statements should comply with international accounting 

standards in all material respects and disclose the fact of such compliance. 

d. To ensure that the auditors satisfy themselves that the financial statements comply with 



international accounting standards in all material respects. 

e. To foster acceptance and observance of international accounting standards internationally. 

 

Operating Structure of  IASC 

IASC recognises the need to be fully representative and has accordingly made a number of 

important changes to its structure. 

a. The IASC Board 

The business of IASC is conducted by the Board assisted by a full-time secretariat. The 

professional accountancy bodies in thirteen countries are now represented on the Board. It is 

IASC policy that appointments to the Board will preferably include a minimum of three 

developing countries. The constitution of IASC provides for up to four international 

organizations which have an interest in financial reporting to be represented on the Board. 

b. The Consultative Group 

International organizations representing many of the principal preparers and users of financial 

statements participate in the consultative group. The consultative group meets regularly with 

the IASC Board, enabling group members to discuss matters of principle and policy arising 

from IASC’s work, and the practical and conceptual issues which affect the acceptability of 

international accounting standards. 

c. Steering Committee 

Steering committees are formed to consider the issue relating to a particular accounting topic. 

 

They comprise four members of which at least one is a board member and whenever possible, 

one is a representative of a developing country. Member bodies not on the IASC Board are 

invited to participate in steering committees, the costs of which are borne by IASC.  

d. Liaison with national standard setting bodies 

To be fully aware of the difficulties facing individual national standard-setting bodies, IASC 

believes close liaison is required. The primary points of contact are through the Board 

representative or the professional accountancy body in the member country. In addition, the 

national standard setting bodies are visited by IASC delegations to discuss the various 

problems of implementation and harmonization of standards. 

 



.Accounting and Auditing Standards 

In this session, we shall discuss the relationship between accounting and auditing standards. 

Accounting standards are the rules for preparing financial statements: that is the “generally 

accepted accounting principles” (GAAP) that specify the type of information that financial 

statements ought to contain and how that information ought to be prepared. Accounting 

standards define what is acceptable and unacceptable financial accounting practices. 

Auditing standards are the rules governing how an audit is performed. An audit of financial 

statements is the technical process by which an independent person (the auditor) gathers 

evidence to form an opinion about how well a set of financial statements conforms to GAAP. 

In most countries, a particular group of accountants is legally empowered to conduct financial 

statements audits. In the United States, for example, it is the certified public accountant 

(CPA). In the United Kingdom, it is the chartered accountants. In the Netherlands, it is the 

register accountant. In Germany, it is the wirtschafts prufer. In Nigeria, it is mainly the 

chartered accountants. Financial statements conforming to GAAP are said to be ‘reliable’ and 

reliable information is an important ingredient in good decision making. 

Accounting standards and auditing standards are interrelated. Accounting standards 

presumably define what useful financial information is. Auditing standards guide an auditor 

in determining whether it is also reliable. Useful and reliable financial information puts 

investors, creditors and others in a position to make better decisions. Accounting has been 

called the language of business. That analogy is accurate, since accounting is a form of 

communication. As with all types of communication, though, misunderstanding can arise 

unless meanings are reasonably clear. 

To minimize the possibility of misunderstanding financial communications, approximately 50 

countries have created their own national financial accounting standard setting mechanisms. 

This has harmonized financial accounting diversity within countries. Unfortunately, 

international diversity continues to exist. This diversity results in a general lack of 

comparability in financial reports from one country to the next. As a result, there is a risk of 

misunderstanding when financial statements are communicated transnational. 

The problem of different auditing standard is more subtle. Fundamentally, an audit assures 

users that they can trust the information communicated by the financial statements. However, 

if auditors around the world are not comparably trained or if they do not observe comparable 



standards, then their work varies in quality. Consequently, the inherent reliability of financial 

statements also varies. 

 

OPERATING PROCEDURES OF IASC 

The process of exposure and comment is essential to the success of IASC. As well as 

providing preparers, auditors and users of financial statements with the opportunity to express 

their view on the accounting standards to be adopted. It is also essential to the maintenance of 

the quality of international accounting standards. 

The procedure of exposure and comment is as follows 

a. The IASC Board selects a topic that is felt to need an international accounting standard and 

assigns it to a steering committee. All IASC member bodies are invited to submit material for 

consideration. 

b. The steering committee, assisted by the IASC secretariat, considers the issues involved and 

presents a point outline on the subject to the Board. 

c. The steering committee receives the comments of the Board and prepares a preliminary 

draft of the proposed standard or a statement of principles. 

d. Following review by the Board, the draft or statement is circulated to all member bodies 

for their comments. 

e. The steering committee prepares a revised draft, which after approval by at least two-thirds 

of the Board, is published as an Exposure draft. Comments are invited from all interested parties. 

f. At each stage in the consideration drafts, member bodies refer for guidance to the appropriate 

accounting research committees in their own organizations. 

g. At the end of the exposure period (usually six months) comments are submitted to IASC 

and are considered by the steering committee responsible for the project. 

h. The steering committee then submits a revised draft to the Board for approval as an 

international accounting standard. 

i. The issue of a standard requires approval by at least three-quarters of the Board, after which 

the approved text of the standard is sent to all member bodies for translation and publication. 

The above process takes approximately three years. During the process, the IASC Board may 

decide that the needs of the subject under consideration would be better served by issuing a 

discussion paper for comments. The intention of such a paper may be to promote discussion 



of a topic that is not yet ready for an international accounting standard, or to ensure that 

adequate time is allowed for a full discussion of the various points of view on a complex 

accounting subject. The monitoring of views and needs on a subject does not stop when an 

international accounting standard is issued. 

 

 

Restructuring of IASC into  IASB 

The committee that was entrusted with oversight of the IASC in 1998 undertook a comprehensive 

review of the IASC’s structure and operations. That review was completed in 2000. The principal 

recommendations of the structure review were that: 

a. The large, part-time IASC should be replaced by a smaller and essentially full-time International 

Accounting Standards Board (IASB or the ‘Board’). 

b. The new IASB should operate under a broad based IASC Foundation (IASCF) whose trustees 

represented all regions of the world and all groups interested in financial accounting. 

c. The new IASB should have Standards Advisory Council (SAC) to provide counsel to the 

board. 

d. The Standing Interpretations Committee (SIC) should continue in a slightly modified form 

under the name of International Financial Reporting Interpretations Committee (IFRIC). 

 

 

The IASB’s First Decade, an Overview 

The impending compulsory use of IFRSs in the EU set off the first major challenge to the IASB, 

as the European banking industry mobilized political support for its opposition to the IASB’s 

evolving standard, IAS 39, on financial instruments. The IASB, meanwhile, remained initially 

concentrated on achieving endorsement of its standards for cross-listing purposes by the 

International Organization of Securities Commissions (IOSCO), which in practice meant that the 

US Securities and Exchange Commission (SEC) should be satisfied with the quality of financial 

statements based on IFRSs. A large proportion of the IASB’s energy was therefore expended on 

improvements to the inherited corpus of IASs. The IASB’s interest in convergence with US GAAP 

was signaled by the 2002 Norwalk Agreement, which it signed with the Financial Accounting 



Standards Board (FASB). However, these convergence efforts were initially of low intensity and 

somewhat unsystematic. 

From 2004 to 2008, ways were explored to adjust the IASB’s set-up to its new-found 

responsibilities as, in effect, the accounting standard setter for many jurisdictions. This began with 

the first review of the IASC Foundation’s Constitution, completed in 2005, but turned into a 

permanent quest for more appropriate forms of structure, funding, governance, and due process. 

By 2005, the SEC had made it clear that it was serious about lifting the Form 20-F reconciliation 

requirement for foreign registrants reporting on the basis of IFRSs, which it did in 2007. It 

immediately went on to raise the prospect of the required use of IFRSs by domestic registrants as 

well. This gave wings to the expectation that IFRSs might before long become the truly global 

standard, and moves towards adoption of IFRSs in other jurisdictions, including Japan, gained 

momentum. From 2005 onwards, and prompted by the SEC, the FASB and the IASB intensified 

their cooperation and laid out specific plans for convergence of their standards in a Memorandum 

of Understanding (MoU), initially in 2006 and updated in 2008. Convergence projects with the 

FASB now occupied a large proportion of the IASB’s agenda, but the work, especially on projects 

to develop new standards from scratch, proceeded at a leisurely pace. 

The eruption of the financial crisis in 2008 veritably coincided with the announcement of the 

SEC’s plans for US adoption of IFRSs. A new phase began, characterized by a frantic pace of 

work, both to respond to a cacophony of politically charged calls for crisis remedies, and to 

complete the MoU projects by 2011 in order to give the SEC a basis for its decision on domestic 

use of IFRSs. Despite strenuous efforts by the Board, major portions of the MoU agenda remained 

unfinished by June 2011. As opposition to IFRS adoption in the US gained strength, it became 

clear that this was not a foregone conclusion. The SEC let 2011 pass without committing itself, 

and in 2012 the Commission declared that it was not yet ready to make a decision. By 2014 the 

idea of mandatory domestic use of IFRSs in the United States was as good as dead. Internationally, 

the picture of IFRS adoption became more complex. Some jurisdictions, such as Brazil, Canada 

and South Korea, completed their moves towards required use of IFRSs. Others, such as China, 

maintained their policy of converging national standards with IFRSs, but with greater or lesser 

modifications. In Japan, the number of listed companies voluntarily reporting on the basis of IFRSs 

has increased steadily since this was first allowed in 2010, but Japan remains a country of multiple 



accounting standards. In the course of a second Constitution review, in 2008–2009, the IASB had 

acquired a degree of oversight by securities market authorities in the form of a Monitoring Board. 

Coupled with further refinements in procedures and an improvement in funding arrangements, it 

looked as if the organization began to settle into an accepted role as internationally recognized 

standard setter, if not for all of the world, then at least for a large part of it. 

 SPECIFIC OBJECTIVES OF THE IASB 

As set out in IASB’s constitution, the board’s objectives are: 

a. To develop, in public interest, a single set of high-quality, understandable, and enforceable 

global accounting standards that require high-quality, transparent, and comparable 

information in financial statements and other financial reporting to help participants in the 

world’s capital markets and other users make economic decisions. 

b. To promote the use and rigorous application of those standards. 

c. To bring about convergence of national accounting standards and IASs to high-quality 

solutions. 

In accomplishing its objectives, the IASB has complete responsibility for all technical matters 

including the preparing and issuing of IFRSs and Exposure drafts (EDs), both of which must 

include any dissenting opinions, and final approval of interpretations by the IFRIC. The 

IASC Foundation trustees have no involvement in developing IFRSs. And IASB’s use the 

term advisory groups rather than the old IASC term ‘Steering Committees’ reflects the purely 

advisory role of these groups- they no longer will “steer” technical projects in a direction 

supported by the “Steering Committee”. Rather, they will serve as resources of expertise for 

the board. 

 

Qualification of  IASB members  

The key qualification for Board membership is technical expertise. The trustees also must 

ensure that the board is not dominated by any particular constituency or regional interest. To 

achieve a balance of perspectives and experience, at least five members must have backgrounds 

as practicing auditors, at least three of financial statement preparers, at least three as users of 

financial statements, and at least one as an academician. There is no required geographical mix. 

 



 Standard Advisory Council  

The international accounting standards advisory council has 49 members from 29 countries 

and five international organizations. The SAC provides a forum for organizations and individuals 

with an interest in international financial reporting to participate in the standard setting process. 

Members are appointed for a renewable term of three years and have diverse geographic and 

functional backgrounds. The SAC normally convenes three times each year at meeting open to the 

public to: 

 

a. Advise the board on priorities in the board’s work. 

b. Inform the board of the implications of proposed standards for users and preparers of 

financial statements. 

 

International Financial Reporting  Interpretation Committee  

The IFRIC (until 2002 known as the Standing Interpretations Committee) has 12 members 

appointed by the IASC Foundation trustees for terms of three years. IFRIC members are not paid 

salary but their expenses are reimbursed. IFRIC meetings are open to public observation. Approval 

of draft or final interpretations requires that not more than three voting members vote against the 

draft or final interpretation. The IFRIC is chaired by a nonvoting chair who can be one of the 

members of the IASB, the Director of Technical Activities, or a member of the IASB’s senior 

technical staff. The IFRIC’s responsibilities are to: 

a. Interpret the application of IFRSs and provide timely guidance on financial reporting issues 

not specifically addressed in IFRSs or IASs, in the context of the IASB’s framework, and 

undertake other tasks at the request of the Board; 

b. Public draft interpretations for public comment and consider comments made within a 

reasonable period before finalizing an interpretation. 

c. Report to the board and obtain board approval for final interpretations. 

By allowing the IFRIC to develop interpretations on financial reporting issues not specifically 

addressed in an IFRS or IAS, the new IASB constitution has broadened IFRIC’s mandate 

beyond that of the former SIC. 

 

 



The IASB’s First Decade, an Overview 

From 2001, when it replaced the IASC, to about 2004, the new IASB functioned as designed by 

its creators: a purely private-sector body, designed to allow an independent board of experts to 

develop accounting standards that would have to find acceptance in the world on the basis of their 

quality. The extent to which companies or jurisdictions would adopt the Board’s standards was 

initially uncertain. It was known since June 2000 that the European Commission planned to 

propose legislation requiring the use of IFRSs by companies listed in the EU as of 2005, but the 

IAS Regulation was not issued until 2002. However, once taken, the EU’s decision to adopt IFRSs 

encouraged a number of other jurisdictions, including Australia and New Zealand, to announce 

moves towards IFRSs. The impending compulsory use of IFRSs in the EU set off the first major 

challenge to the IASB, as the European banking industry mobilized political support for its 

opposition to the IASB’s evolving standard, IAS 39, on financial instruments. The IASB, 

meanwhile, remained initially concentrated on achieving endorsement of its standards for cross-

listing purposes by the International Organization of Securities Commissions (IOSCO), which in 

practice meant that the US Securities and Exchange Commission (SEC) should be satisfied with 

the quality of financial statements based on IFRSs. A large proportion of the IASB’s energy was 

therefore expended on improvements to the inherited corpus of IASs. The IASB’s interest in 

convergence with US GAAP was signaled by the 2002 Norwalk Agreement, which it signed with 

the Financial Accounting Standards Board (FASB). However, these convergence efforts were 

initially of low intensity and somewhat unsystematic. 

From about 2004 to 2008, ways were explored to adjust the IASB’s set-up to its new-found 

responsibilities as, in effect, the accounting standard setter for many jurisdictions. This began with 

the first review of the IASC Foundation’s Constitution, completed in 2005, but turned into a 

permanent quest for more appropriate forms of structure, funding, governance, and due process. 

By 2005, the SEC had made it clear that it was serious about lifting the Form 20-F reconciliation 

requirement for foreign registrants reporting on the basis of IFRSs, which it did in 2007. It 

immediately went on to raise the prospect of the required use of IFRSs by domestic registrants as 

well. This gave wings to the expectation that IFRSs might before long become the truly global 

standard, and moves towards adoption of IFRSs in other jurisdictions, including Japan, gained 

momentum. From 2005 onwards, and prompted by the SEC, the FASB and the IASB intensified 



their cooperation and laid out specific plans for convergence of their standards in a Memorandum 

of Understanding (MoU), initially in 2006 and updated in 2008. Convergence projects with the 

FASB now occupied a large proportion of the IASB’s agenda, but the work, especially on projects 

to develop new standards from scratch, proceeded at a leisurely pace. 

The eruption of the financial crisis in 2008 veritably coincided with the announcement of the 

SEC’s plans for US adoption of IFRSs. A new phase began, characterized by a frantic pace of 

work, both to respond to a cacophony of politically charged calls for crisis remedies, and to 

complete the MoU projects by 2011 in order to give the SEC a basis for its decision on domestic 

use of IFRSs. Despite strenuous efforts by the Board, major portions of the MoU agenda remained 

unfinished by June 2011. As opposition to IFRS adoption in the US gained strength, it became 

clear that this was not a foregone conclusion. The SEC let 2011 pass without committing itself, 

and in 2012 the Commission declared that it was not yet ready to make a decision. By 2014 the 

idea of mandatory domestic use of IFRSs in the United States was as good as dead. Internationally, 

the picture of IFRS adoption became more complex. Some jurisdictions, such as Brazil, Canada 

and South Korea, completed their moves towards required use of IFRSs. Others, such as China, 

maintained their policy of converging national standards with IFRSs, but with greater or lesser 

modifications. In Japan, the number of listed companies voluntarily reporting on the basis of IFRSs 

has increased steadily since this was first allowed in 2010, but Japan remains a country of multiple 

accounting standards. In the course of a second Constitution review, in 2008–2009, the IASB had 

acquired a degree of oversight by securities market authorities in the form of a Monitoring Board. 

Coupled with further refinements in procedures and an improvement in funding arrangements, it 

looked as if the organization began to settle into an accepted role as internationally recognized 

standard setter, if not for all of the world, then at least for a large part of it. 

Recent Trends in International Financial Reporting Standards  

The standards issued by the IASC in its last few years and the direction that the IASB has 

taken in its first few years allow the following observations about trends in international 

financial reporting standards: 

a. Greater use of fair value in measuring transactions: financial instruments (trading investments), 

impairment recognition (write-down to fair values) and prohibition of pooling interests. 

b. More fair values on the balance sheet: financial instruments (proposed by IASB in its IAS 



39 revisions), investment property, commodity inventories, biological assets and agricultural 

produce, property acquired in exchange for similar property and venture capital funds. 

c. More unrealized components of income: performance reporting becomes key. 

d. No income smoothing, cost deferrals or general provisions: remove the corridor approach 

to pensions, balance sheet approach to deferred taxes, no accruals for future losses and rigorous 

hedge accounting rules. 

e. Moving off-balance sheet items onto the balance sheet: special purpose entities, derivatives 

and stock compensation. 

f. More disclosure, especially judgments, plans, and assumptions: judgment in applying 

accounting policies, risk management policies and sensitivity analysis. 

g. Balance between relevance and reliability: shifting towards relevance. 

 

  

 

 

 

                                    


