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Introduction

Several theories have been proposed in social sciences to explain the concept of
globalisation (see, e.g., Lasboo, 2012; Mander and Goldsmith, 1996; Robinson, 2001,
2004, 2007; Robinson and Harris, 2000). Globalisation is defined as ‘a worldwide
pressure for change’ [Granell, (2000), p.89, as cited in Irvine, (2008), p.126], and one of
its main aims is to eliminate as much uniqueness of a country as possible, so that
different parts of the world become more alike to facilitate the mobility of resources,
including capital. Globalisation has been linked to a smoothening movement without
consideration of local characteristics. Put differently, “[w]ith globalization, capital
movement… [has gone] beyond national boarders, continuously searching for… new
investment opportunities in the international arena” [Yilmaz and Gelmedi, (2012), p.624].
According to this view, the world has become ‘a global village’ [Irvine, (2008), p.134]
for capital.
Implementation of the International Financial Reporting Standards (IFRS) by many
countries can be viewed as a response to globalisation. Arnold (2009, p.58), however,
argues that the phenomenon underpinning the internationalisation of accounting is not the
“globalization of national economics and national financial markets, but rather the
financialization of the international economic system.” Irrespective of the driving force,
accounting as contemporarily practiced is undoubtedly experiencing a pressure for
international harmonisation, which “(often equated with the adoption of IAS [/IFRS])
implies that accounting is a transaction-specific activity and, therefore, the relationships
among transactions, events, and systems are universal in their application without regard
to geographic, temporal, or systematic differences” [Larson and Kenny, (1996), pp.5–6,
as cited in Karim, (2001), p.171; emphasis added]. According to Irvine (2008), the IFRS
can be viewed as a manifestation of institutionalisation pressure, where organisations
tend to adopt similar practices and, thus, appear identical. Harmonisation implies that
accounting standards can be the same worldwide [Briston and Wallace, 1990, as cited in
Karim, (2001), p.171; Wyatt, 1991, as cited in Karim, (2001), p.171].
IFRS adoption yields the intended outcomes only when combined with a country’s
strong willingness to improve its reporting system (Florou and Pope, 2012). The Chinese
Government’s compulsory policy of harmonising the Chinese-Generally Accepted
Accounting Principles (GAAP) with the IFRS (Chen and Cheng, 2007) contributed to the
latter’s implementation in the country. However, IFRS adoption alone does not guarantee
effective implementation of the new standards (Nurunnabi, 2017).
History of the IFRS reveals that a desire for global financial accounting standards has
existed for over 40 years. In 1973, the International Accounting Standards Committee
(IASC) was established (for more on its history, see Zeff, 2012). The first of the
International Accounting Standards (IAS) was issued in 1977 with a focus on inflation
accounting1 (Rodgers, 2007). Irvine (2008, p.130) documents that “before the 1990s, the
IASB had no ‘meaningful relationship’ with national accounting standard setters… but
now the IASB represents major trading nations.” Why have the IFRS become mandatory
in many countries only in recent years, despite the fact that IAS has been available for
decades? Has the adoption of the IFRS followed a trend towards cultural homogeneity
worldwide? Alternatively, has the universal movement towards IFRS adoption or
accounting convergence been imposed on countries that are still culturally different? If
so, do countries that implement the IFRS face cultural challenges?
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Investigating why IFRS adoption has grown in recent years, I argue that the conduct
of businesses has changed, and that making financial statements prepared based on
domestic financial accounting standards has become obsolete in terms of business entity
needs. Guided by the accounting literature, this study postulates that accounting reflects
the dominant socioeconomic system within a country. The assertion is that the global
implementation of a common set of accounting standards while cultures remain very
different may have an effect on countries that do not contribute to the creation of the
IFRS but choose to adopt them.
Culture affects accounting (Belkaoui, 1995), and accounting affects culture.
Accounting can be perceived as a technology affecting people’s passions and emotions
along with their intellectual and reasoning skills (Boedker and Chua, 2013). Cultural
differences between countries may mean that a country that adopts a new accounting
system could see changes in its values, particularly if the accounting system is designed
for a different cultural context. This current study contributes to this debate through a
critical analysis of the current wave of IFRS adoption. A critical investigation of the
sociological setting of the global convergence process will add to the accounting
literature in this area (Tsunogaya, 2016).
The remainder of this paper is organised as follows. Section 2 presents alternatives to
the alignment of domestic financial reporting standards with the IFRS to achieve
harmonisation. Section 3 discusses concerns regarding the current wave of IFRS adoption
as an approach to harmonisation. Section 4 illustrates how the move from societal
accounting to global accounting does not conflict with the purpose of accounting.
Section 5 demonstrates that the creation of multinational corporations establishes the
need for a unified accounting reporting system. Sections 6 and 7 shed light on possible
cultural effects the adoption of the IFRS could have on certain countries (e.g., challenges
to their sovereignty and values considered important by these societies’ members).
Section 8 concludes that countries that are eager to take the lead in the global arena ought
to ensure that they are present when the IFRS are created and that they contribute to their
content.

2

Alternatives to the alignment of domestic financial reporting standards
with the use of the IFRS to achieve harmonisation

By 2013, more than 125 jurisdictions had implemented and mandated the use of the IFRS
[IASBPlus, 2013, as cited in Morris et al., (2014), p.143]. As of August 2018, 144
jurisdictions had stipulated that the IFRS must form the basis of financial reporting for all
or most publicly listed companies; in addition, another 12 jurisdictions had permitted
their use.2 In an attempt to reduce country-based differences in financial reporting and
achieve a common medium of communication, countries have been or are considering the
aligning of their domestic financial accounting standards with the IFRS.
Most (1994) [as cited in Karim, (2001), p.171] defines three terms related to this
alignment – uniformity, standardisation, and harmonisation. Uniformity refers to the
elimination of the available alternatives to account for economic transactions, other
events, and circumstances. Standardisation is associated with the reduction of alternatives
while retaining a high degree of flexibility in the accounting treatments permitted.
Harmonisation mandates the reconciliation of different accounting and financial reporting
systems by fitting them into common wide-ranging taxonomies such that a procedure
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becomes more standard, yet the content ‘retains significant differences’ [Most, (1994),
p.4, as cited in Karim, (2001), p.171]. International accounting harmonisation can be
defined as “the process of bringing international accounting standards into some sort of
agreement so that the financial statements from different countries are prepared according
to a common set of principles of measurement and disclosure” [Haskins et al., (1996),
p.29, as cited in Karim, (2001), p.171].
Approaches to align national accounting systems with the IFRS vary by country;
moreover, such alignment takes numerous forms. Certain countries such as South Korea
and Australia have fully adopted the IFRS. This type of alignment with the IFRS is
labelled ‘unilateral convergence’ or ‘adoption’, which is “a complete changeover from
previous accounting standards to IFRS” [O’Malley, (2012), p.15]. Alali and Cao (2010)
distinguish between ‘bilateral convergence’ and ‘unilateral convergence’. The former
“means that both sides change particular standards towards each other”, while the latter
implies that “countries change their national accounting standards towards IFRS” (p.83).
Converging their national standards with the IFRS, countries such as Saudi Arabia have
declared that they will provisionally implement the standards. That is, they would
implement IFRS that do not conflict with existing laws and regulations or religious
requirements. The Saudi Organization for Certified Public Accountants (SOCPA) (2012)
has approved this convergence approach and undertaken a transition project to identify
any conflicts. SOCPA comprises experts on domestic accounting standards, domestic
culture, and related matters who carefully examine the IFRS for possible conflicts with
the country’s legal, cultural, and religious systems. However, as strictly mandated by the
IASB, no standard or any part of it can be deleted from the IAS or IFRS. Deletion of any
IAS or IFRS results in the modification of the standard, which, according to the IASB,
violates the terms of adoption. At most, SOCPA can request for more disclosures or
restrict options on accounting treatments allowed by the standards. Therefore, IFRS
implementation in Saudi Arabia should be labelled ‘unilateral convergence’.
Other countries have been innovative in their attempts to align their domestic
standards to IFRS. The ultimate goal is to create “a single set of high quality financial
statements” [O’Malley, (2012), p.15]. ‘Condorsement’, a recently invented English term,
reflects the US-specific approach to the endorsement of the IFRS. O’Malley (2012, p.15)
lists condorsement as a way to align with the IFRS and describes it as “a continuous
project to ensure that companies with the IFRS have financial statements suitable for use
in the US capital market.” An example would be the ‘revaluation’ of property, plant, and
equipment, which is permitted under the IFRS but not under the US GAAP (Haverty,
2006), unless one of the two approaches prevails over the other. Another example is the
cost flow assumption to evaluate ending inventory known as last-in-first-out, which is
prohibited under the IFRS but permitted by the US GAAP. ‘Fair value’ as a selected base
for measurement in the IFRS is yet another example of the differences between the US
GAAP and IFRS. The US GAAP has conventionally favoured historical cost
measurement despite empirical findings indicating that fair value measurements are value
relevant (Herrmann et al., 2006), of use to users of corporate reports (Al-Adeem, 2017a),
and restrict management of smoothening earnings (Brearey and Al-Adeem, 2019). While
the historical cost measurement base is more easily verifiable when compared with its
fair value counterparty, the latter measurement approach is empirically superior in terms
of predictive value, feedback value, timeliness, neutrality, representational faithfulness,
comparability, and consistency (Herrmann et al., 2006).
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The US approach to IFRS implementation can best be described as ‘bilateral
convergence’. Whether the US mandatorily adopts the IFRS remains uncertain (Holder
et al., 2013; Tysiac, 2012b), although the IFRS Foundation has addressed the concerns of
the Securities and Exchange Commission (SEC) (Tysiac, 2012a). According to Jones and
Finley (2011), such empirical evidence should motivate the USA and Japan as well as
other Asian countries to adopt the IFRS and, thus, benefit from the reduced variability.
Countries that are yet to adopt the IFRS are working on adopting or converging with
the standards. The 2011 tsunami impeded Japan’s efforts to transform its domestic
financial reporting standards to the IFRS, although it did not dampen Japan’s ambition of
being one of the countries that have aligned their standards with those adopted by most
other countries (Furusawa, 2011), albeit with caution (Tsunogaya, 2016).

3

Concerns about the wave of IFRS implementation to achieve
harmonisation

A serious consideration related to IFRS implementation is the plausibility of the
comparability advantage to be gained through financial corporate reporting under a
common set of standards. Comparability is attained by ensuring that “like things look
alike, and unlike things look different” [Trueblood, (1966), p.189, as cited in Zeff,
(2007), p.290]. The IASB lacks political and legal power (Ampofo and Sellani, 2005).
Without the “enforceability authority of the IASB and the openness of the IFRS to
multiple interpretations”, the international standards could lose their reliability and
credibility [Alali and Cao, (2010), p.85]. In addition to any discrepancy regarding how
the IFRS are enforced across countries, which could lead to varying IFRS practices
(Nobes, 2013), diverse cultural interpretations cause the enforcement of international
standards to vary by country, thus also threatening the comparability advantage. China’s
historical, cultural, and economic conditions are likely to influence certain aspects of
accounting practices (Graham and Li, 1997) that are based on the IFRS. Therefore,
countries with “different cultures, financial and legislative/legal systems… tend to apply
and interpret IFRS based on their national interests and biases” [Alali and Cao, (2010),
p.85].
The process of translating the IFRS is yet another factor affecting comparability and
contributing to the divergence of nationwide IFRS implementation. The IFRS must be
translated from English for countries that do not speak the language (Zeff, 2007). The
revised Chinese Accounting Standards “will not reflect a literal translation of IFRS, but
their scope will include all IFRS principles”, which could create lasting differences
[Rieger, (2006), p.18]. The German translation of the IFRS is often condemned for being
vague and subject to several interpretations [Hellmann et al., (2010), p.115]. The
magnitude of variation in financial statements among countries implementing the IFRS
depends on the influence of any IFRS (Felski, 2017). Evidently, countries adopting the
IFRS have added their own experiences to the rules, defeating the purpose of a global
standard (Kotlyar, 2008).
Comparability may be further compromised owing to professional judgement
employed during IFRS implementation. Those from diverse cultures may call to mind
dissimilar knowledge structures or representations as soon as they encounter an
accounting or auditing phenomenon [Belkaoui, (1990), p.122]. Yip and Young’s (2012)
empirical study concludes that mandatory IFRS adoption is insufficient to enhance
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comparability. Variations in financial reporting are, thus, likely to persist under the IFRS
(Haller and Wehrfritz, 2013). As a result, users of financial statements prepared in line
with the IFRS ought to understand how modifications made to the standards by different
countries during the implementation affects the comparability of any financial statements
produced (Felski, 2017).
Another concern for countries adopting the IFRS is their loss of control of corporate
financial reporting and disclosures. That is, a country may have to give up such control to
external regulators (Kotlyar, 2008). Posner (2010, p.647) reports that “switching to
IFRS… raised sovereignty concerns for political authorities.” In the USA, the Congress
and the SEC have been reluctant to give up control of information seen as important for
capital markets [O’Malley, (2012), p.40]. After Canada adopted the IFRS in 2011
(Krishnan and Zhang, 2018), Canadians expressed similar concerns as their auditors
handed over control to a foreign standards-setting body (Rosen, 2008). Linsmeier (2012),
a member of the Financial Accounting Standards Board (FASB), expressed discomfort
about the FASB giving up its sovereignty over financial reporting by companies listed in
the USA to an organisation that may not last. Apparently, it is necessary for the IAS
setter to establish a legitimate infrastructure (Bhimani, 2008), and it is not enough to base
the preparation of financial reporting on a developed financial accounting reporting
system. In addition, financial reporting is ‘sensitive to capital-market infrastructure’
[Prather-Kinsey, (2006), p.159].
International implementation of the IFRS should raise an alarm among those
broadcasting concerns about the universal accounting system being based on professional
judgment empirical evidence reveals that Saudi Arabian accountants who adopted the
IFRS on 1 January 2017 lacked the readiness to adopt certain aspects of IAS 2 (Al-Mousa
and Al-Adeem, 2017). Consequently, the demand for detailed application guidance for
the IFRS is likely to grow (Joshi et al., 2008). For example, IFRS 10 (consolidated
financial statements), which was issued in January 2014, contains specific ownership
percentages to guide those implementing the standards. Such percentages may cause the
standards to be based on rules as opposed to professional judgment. Indeed, professional
judgment, along with specialised knowledge, makes accounting a profession and qualifies
accountants to become professionals, thus enabling them to claim a ‘social status’ in their
societies (West, 2003). However, the tendency of the IFRS to incorporate rules weakens
such a claim.

4

From societal accounting to global accounting: understanding the wave
towards the IFRS in the context of accounting

Given that most of the world is adopting the IFRS, creating what can be called a “unified
system of global accounting” is aligned with the purpose of accounting. Accounting aims
to be “an intellectual and pragmatic tool in social domination” [Tinker, (1985), p.100].
Accounting does respond to political influences, and politics uses accounting to achieve
its intended outcomes and serve the interests of certain parties (Abdullah and Aljajaaye,
2002). Globalisation has become a new world order, so to speak. Woolf (2006) argues
that convergence is a natural order, while diversity is an anomaly in the universe.
Adopting Woolf’s view as an ordained order leaves the IFRS as the only option to be
pursued (Tyrrall et al., 2007). Domestic culture, values, law, regulations, and other
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characteristics that identify a country and distinguish one society from another should not
be seen as barriers for corporations that restrict the movement of capital across countries
(see Barnet and Cavanagh, 1996; Clarke, 1996). Factors such as globalisation and
pressure from the business world have made adopting the IFRS a ‘necessity’ for countries
(Irvine, 2008; Yilmaz and Gelmedi, 2012). For example, the World Bank requires
countries to adopt the IAS to secure loans (Irvine, 2008). Preparing financial reports
using one language has become an apparent requirement for countries (see Erickson
et al., 2009). Comparability is important for the participants of various capital markets to
understand and compare the financial reports of different corporations without being
concerned about differences attributable to underlying accounting principles and rules.
For investors, differences in the accounting systems of individual countries are narrowed
down to reduce the costs of making financial data from various countries understandable
[Yilmaz and Gelmedi, (2012), p.621].
Another global change worth considering is how to account for transactions of
multinational corporations. A new form of conducting business could lead to innovative
economic exchanges that did not exist previously. Any form of business mandates a type
of accounting that pays heed to new transactions (Al-Adeem, 2017a). When prevailing
ideologies or social regimes change, accounting transforms itself to meet the dictates of
the new social order [Tinker, (1985), p.106]. Ideas and values promoted by the new
ideology prevail over other ideological and dogmatic systems, and the new social regimes
find their way into accounting practices. Cultural and institutional elements are
significant factors shaping accounting practices in society (Gray, 1988). Thus, accounting
can be viewed as “an intellectual and pragmatic tool in social domination” [Tinker,
(1985), p.100]. A good example is how legislative, institutional, regulatory, and legal
changes influenced and transformed German accounting [Hopwood, (2000), p.746].
“Accounting is reflective of the ideology prevailing in historical period” [Tinker, (1985),
p.100].

5

Multinational corporations and the need for a globally unified
accounting system

In an ideal world, each society must have its own accounting system (Gambling, 1974)
because societies differ and so do the needs of their economic systems and businesses. A
country should be able to arrange the preparation of its financial reports based on its
needs [Yilmaz and Gelmedi, (2012), p.623]. That is, culture determines accounting
[Belkaoui, (1995), p.120] such that “the culture of a given country determines the choice
of its accounting techniques and the perception of its various accounting phenomena”
(p.39). For example, cultural factors affect financial reporting in Iraq (AlAbdullah et al.,
2008).
Prior to the era of globalisation, diverse forms of accounting were practiced within
the national boundaries of most countries [Hopwood, (2000), p.764]. This is because each
country had its own legal and tax systems; in normative terms, this should render the
worldwide comparability of financial statements impossible given the divergent legal
frameworks, tax regimes, and regulatory ideologies (Rosen, 2008; Yilmaz and Gelmedi,
2012). The existence of multiple accounting systems leads to “[difficulties] in comparing
financial reports in different countries” [Buchanan, (2003), p.61]. If a business entity is
required to publish financial statements in two different countries, then the two sets of
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financial statements may differ by the magnitude of the variations in institutional
characteristics between the two countries. Further, greater variations would mean more
work and higher costs to prepare the two sets of financial statements.
Multinational corporations were faced with a similar challenge when they started
selling their products across international borders. These corporations and their global
retailers incurred costs of “billions of dollars for advertising and promotion each year to
create [a] steadily expanding global market based on mass consumption” [Clarke, (1996),
p.304]. Further, they created a strategy “to sell the same things in the same way
everywhere with little or no regard for local customers, tastes, or cultural or religious
differences” [Clarke, (1996), p.304].
Similar to the advantage of using one advertising strategy in multiple countries, IFRS
adoption saves multinational corporations the expense of preparing more than one set of
accounts for different national jurisdictions (Irvine, 2008) and reduces compliance costs
by eliminating the need for reconciliation and lowering the cost of capital (Kotlyar,
2008). Analyses have documented the cost saved by multinational corporations (Hail
et al., 2010) which only have to produce financial statements using one set of statements.
Financial analysts in Europe have experienced reduced information processing costs
(Beuselinck et al., 2017). However, during the process of convergence, the influence of
multinational corporations may lead to a transfer of wealth in their favour, while
neglecting the public (Chand and White, 2007).
Higher capital accumulation makes the adoption of new standards easier, as they
possess risk-based understanding [Yilmaz and Gelmedi, (2012), p.621]. To this effect, the
IFRS fulfil ‘a global risk mitigating role’ (Bhimani, 2008). Harmonising the Chinese
national accounting standards with the IFRS helps enterprises reduce the costs of raising
capital internationally (Kotlyar, 2008).
Multinational corporations trade their shares across multiple financial markets in
countries with different cultures. Arguably, “the differences in cultures create different
demands for mandated information by global stock exchanges” [Belkaoui, (1995),
pp.124–126]. In other words, accounting systems that are based on different principles
and rules in each country pose difficulties in the decision-making process of rational
investments [Yilmaz and Gelmedi, (2012), p.624]. An empirical study documents that
IFRS adoption facilitates capital markets’ integration (Li, 2013). Thus, it can be
concluded that the increased number of stockholders in global financial markets
stimulated the creation of the IFRS (Kotlyar, 2008). However, evidence from Australia
suggests that changes introduced during the IFRS’ adoption have had only a limited
impact on the capital market (Morris et al., 2014).

6

Harmonising accounting treatments worldwide: a challenge to a
country’s sovereignty

Carsberg (1995, p.4) [as quoted in Karim, (2001), p.171] documents an argument made
by international standard setters:
“I have never been convinced that cultural or economic differences from
country to country justify different accounting for similar business activities in
large organizations. Reasonable people, accepting the desirability of
harmonization, should be able to agree eventually on common solutions.”
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Such a position, however, can be challenged both conceptually and practically. Early
accounting researchers on internationally unified accounting standards have doubted the
effectiveness of such a system (Othman, 1989). Ding et al. (2007, p.2) point out that
“accounting standards exist in a mosaic of complex institutional frameworks, rather than
in isolation.” Evaluating China’s reform experiences, Graham and Li (1997, p.271)
conclude that “[t]he simple imposition of business and accounting principles from one
environment to another is difficult, [and] often incorrect.” Discussing the differences
between the national GAAP and IFRS does not address complex problems related to the
“national sovereignty, politics, culture, language, economic and business environments”
[Ampofo and Sellani, (2005), p.229]. Thus, differences in financial reporting are likely to
persist in an era when IFRS are increasingly being adopted because of globalisation
(Haller and Wehrfritz, 2013).
Variations in culture result in different accounting systems. In such a situation, a lack
of consensus among countries on appropriate accounting methods is expected and
understandable given that accounting is cultural rather than technical [Belkaoui, (1995),
p.120]. The core objective of accounting is to offer different options for “local
communities to choose their own directions where subaltern voices are given
opportunities to express their being in the world” [Neu, 2000a, 2000b, as cited in
Lehman, (2005), p.989; emphasis added]. The natural order requires the international
harmonisation of culture to occur prior to the standardisation of financial accounting
reporting, which is aimed at serving culturally divergent societies. Because culture
subscribes to “a system of societal or collectively held values” [Gray, (1988), p.4],
reconciling all cultures requires the unification of values held by individuals worldwide.
As per analyses on worldwide jurisdiction profiles, the IFRS is not yet a global standard
for financial reporting (Dvořák and Vašek, 2015).
In reality, the world is moving towards a single set of financial accounting standards,
although the countries continue to differ culturally. As Black (2012, pp.1–2) summarises,
“…although we are getting closer to having one worldwide [set of] accounting standards,
we do not have a single harmonized accounting culture.” Unifying the accounting
practice globally is impossible because, “…even when a unifying force exists,
systematized practice remains a challenge” [García, (2018), p.180].
“[T]he creation of a uniform set of accounting standards for financial reporting
purposes [occurs] on a worldwide basis… [while] cultural, economic, and legal
differences [exist] among countries” [Baker and Barbu, (2007), pp.272–273]. The IFRS,
as a single accounting system to produce internationally comparable financial
information, must be imposed on countries to achieve uniformity in financial accounting
reports. According to Yilmaz and Gelmedi (2012, p.623), convergence with the IFRS
must involve the imposition of global conditions on a country’s current practices. Hines
(2007) observed a strong push initiated 35 years ago towards adopting a uniform set of
financial accounting standards to swap the number of country-specific standards that
were currently in use. The Chinese government achieved harmonisation by making IFRS
adoption mandatory (Chen and Cheng, 2007). China’s move towards IFRS adoption is
seen as an ironic case of globalisation since it is supported by a government that was once
considered to be the least interested in the international movement of goods and capital
(Ding and Su, 2008). SOCPA’s attempt to converge with the IFRS is arguably not
different from China’s approach; that is, while SOCPA identified with certain aspects of
the IAS and IFRS, the modification suggested by SOCPA to paragraph 9 of IAS 24
(related party disclosures) was not recognised by the IASB as an amendment.3 On
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13 November 2015, the IASB published on its website that “SOCPA may decide to
amend any IFRS requirement that contradicts Shariah or local law, taking in
consideration the level of technical and professional preparedness in the Kingdom.
However, for the IFRS… [that have had] review[s]… completed, SOCPA has decided
not to make any amendments.”4 In 27 November 2017 update, the IASB declared, “[i]n
2016, SOCPA completed a review of all IFRS Standards (including Interpretations) based
on the IFRS 2017 Red Book. As a result of the review, SOCPA adopted all of the IFRS
Standards without amending any requirements in those Standards. SOCPA did add
disclosure requirements to several standards, mainly to reflect Sharia or local law.”5 The
same comment can be extended to other international organisations such as the
Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI). The
leaders of AAOIFI, especially Karim (2001, p.189), the first secretary general, realised
the challenges represented by the internationalisation of accounting standards through the
use of IAS. However, AAOIFI’s alignment with the IFRS displaces its own values and
propagates the beliefs of others; such principles are only rhetorically and symbolically
retained (Kamla and Haque, 2017). Eventually, the IFRS prevails over other domestic
and local accounting systems. Given the contemporary approach of unifying accounting
practices, the only means to achieve uniformity in global accounting is imposition.
Imposition is not always a solution; it may give rise to other problems without solving the
issue it was initially adopted to address. For example, the imposition of positive
accounting research in accounting academe has not elevated accounting to where it was
hoped (Al-Adeem, 2017b; Al-Adeem and Fogarty, 2011).
Serving various cultures with a single imposed set of financial accounting standards
involves difficulties and poses challenges to emerging and developing countries (Irvine,
2008). The IFRS were developed in sophisticated economies, but their application to
developing countries may fail to consider differences that are present in emerging
economies (Tyrrall et al., 2007). Global capitalism, which is a newly prevailing global
financial and economic creed, threatens the cultural individuality and distinctiveness of
non-Westernised countries6 through its Western-dominated ideologies and technologies
(Irvine and Lucas, 2006). According to Gambling and Karim (1991, p.103) [as cited in
Karim, (2001), p.173],
“[T]he conceptual framework of accounting currently applied in the West finds
its justification in a dichotomy between business morality and private morality.
As such, it cannot be (unquestioningly) implemented in other societies which
have revealed doctrines and morals that govern all social, economic and
political aspects of life.”

Because developed countries benefit from the imposition of the IFRS, they have
promoted these standards within developing countries (Graham and Neu, 2003, as cited
in Ampofo and Sellani, 2005). Developing countries are negatively affected by a uniform
accounting system, because capital holders in developed countries are likely to be
indifferent with respect to the characteristics of these capital holders [Yilmaz and
Gelmedi, (2012), p.623]. Irvine (2008, p.128) also warns that “[d]eveloped nations, the
leaders in global capital markets, are in a position to enforce their culture and regulatory
systems either directly and indirectly.” Accepting “standards as a common language, it is
obvious that developed countries will inject more… [concepts] into this language”
[Yilmaz and Geledi, (2012), p.623]. Ramanna (2013, p.32) makes a similar remark,
arguing that the “IASB standards that predominantly reflect European conditions are
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unlikely to be satisfactory to… [other] countries.” The concern, thus, becomes whether
other countries (emerging and developing) have an equal opportunity for their values to
be reflected in the global financial accounting systems. Discussing the composition of the
IASB, some researchers have expressed concerns about the equality of representation
among standard setters (Kotlyar, 2008). Countries that are eager to take the lead in the
global arena not only ensure their presence but also contribute to the creation of the IFRS.
The USA joined the international movement, met with the IASB in ‘a historical meeting
in September 2002’ (O’Malley, 2012), and considered developing a joint conceptual
framework with the IASB, because it recognised the increasing influence of the European
Union over financial accounting reporting, which positioned the European Union in an
internationally leading position (Posner, 2009, 2010). Alali and Cao (2010, p.83) predict
that “due to the prominent power of the US SEC, it is inevitable that potential newly
issued IFRS are gradually moving toward US GAAP under the influence from the US
SEC.”
Because there is a two-way relationship between culture and ‘a country’s accounting
environment’ [Belkaoui, (1995), p.9], and since accounting can be perceived as an
ideological system, the globally unified accounting system may aid in transforming
countries whose contributions to the creation of the IFRS are small or non-existent. This
will make such countries the recipients of other countries’ rules (mainly their values,
concepts, legal aspects, and language). One standpoint on IFRS adoption suggests that
adopting or converging with the IFRS, particularly in the unilateral type of convergence,
may not be the only goal that drives countries to adopt them. Rather, adoption of the
IFRS may result in transforming the cultural and socioeconomic systems of countries and
societies that are changing their standards. Accounting can be an effective ideological
tool for imposing beliefs and values (Abdullah, 2007). The convergence of accounting
standards in China has been a force for the convergence of accounting practices (Peng
et al., 2008). While the “Western concepts of entity, and independent markets, market
price, and multitude of separate businesses” in the IAS and IFRS are difficult to define in
China’s ‘socialist-market’ economy [Graham and Li, (1997), p.271], they contribute to
the present-day transformation of the country.
The role of culture is an illustrative factor underlying variances between the national
GAAP and IAS (Ding et al., 2005). As a result of IFRS adoption, countries may need to
adopt or adapt to cultural changes to overcome conflicts between the IFRS and their own
culture. Al Rashid (2010) warns that a country that adopts the IFRS may jeopardise its
sovereignty if the IFRS conflicts with its domestic laws and regulations. He further
questions the sovereignty of the government running the affairs of such a country if the
government changes domestic legislation to resolve such a conflict. A good example of
this is the case of South Korea, which revised its tax law because it contradicted with the
IFRS (Suh, 2011), thus rendering the sovereignty of its government questionable. On the
contrary, a country that wants to retain its values and culture must thoroughly review the
IFRS prior to implementation. Such willingness may depend on the cost-benefit criterion,
an accounting measure to decide the worthiness of providing information. Survey
respondents in Europe concur that if the approach to IFRS convergence is
comprehensive, then the cost and benefits of the conversion are high (Jermakowicz and
Gornik-Tomaszewski, 2006). If the cost is higher, then surrendering to external forces
may be economically optimal. Sustaining independence and autonomy in a global setting
is likely to be costly and unaffordable.
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Harmonising financial reporting accounting standards: a challenge to
values held by society members

Hoarau (1995, p.220) [as quoted in Karim, (2001), p.171] asserts,
“[T]he movement towards international harmonization, whose principles
should eventually lead to a certain uniformity in accounting standards, comes
into conflict with a number of objectives of financial statements and, more
fundamentally, with the economic, social and cultural contexts of different
accounting systems, and even with some manifestations of national
sovereignty.” (Italics added for emphasis)

Values vary by country, and, thus, it is important to develop an internationally symmetric
unified code of values as well as gain universal acceptance before establishing a globally
unified accounting system. However, current widespread efforts towards unifying the
financial accounting system are not characterised as such. Evidently, an international
system for financial accounting reporting has been setup before achieving cultural
amalgamation.
Besides, if the comparability advantage at the international level is threatened by
numerous cultural interpretations of the IFRS, countries that have implemented the IFRS
are left with a unified accounting system that provides accountants with definitions,
concepts, and descriptions of the financial statements’ elements. The USA is participating
in setting the IFRS to ensure such standards do not contradict with its national GAAP
(Kotlyar, 2008). Japan is following a thoughtful approach towards converging with the
IFRS; nevertheless, the debate on a suitable approach is on-going in Japan. While the
USA has been trying to agree upon definitions of concepts that account for FASB and
IASB’s current concepts to enable a common ground for both bodies, other countries that
have fully adopted the IFRS are possibly required to accommodate the new concepts and
their definitions in their cultural and value systems. This is because different definitions
ultimately yield varying sets of financial statements.
Countries may need to incorporate such definitions and even concepts into their
socioeconomic systems. As a result, they may start to value things in new but different
ways. In other words, a country that fully adopts the IFRS, but holds a set of values that
diverge from those on which the IFRS is based, may need to embrace the new set of
values or approach them differently. China’s newly adopted accounting system came
with compromises (Tang, 2000). A more robust example is the forceful implementation
of the IAS 23 in the Muslim world. According to Sharia Law in Islam, interest on loans is
prohibited. To elaborate, a Muslim is not supposed to ask for and take interest when
lending money to others. Likewise, a Muslim is not supposed to agree to pay interest
when borrowing money. Such an action is deemed a major sin that requires serious
repentance in Islam. While the Bible calls this ‘usury’ (Baskin and Miranti, 1997), the
Qur’an calls such interest rebaa. Nevertheless, nowadays, interest on loans in the West
and many other regions in the world is unquestioned for secular countries. Such countries
do not question its legitimacy or religiosity. Capitalism has won the battle against
Christianity (Tinker, 2004) and may have become the dominant ideology, the prevailing
dogma, and the principal doctrine held, believed, and practiced by many individuals,
societies, and businesses. As a result, business is conducted based on the prevailing
values rather than the defeated ideals. The latter can be held dear by members of society
for fulfilling their spiritual needs.
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Karim (2001, p.188) affirms that “the use of IASs as a vehicle for achieving
international harmonization of financial reporting will not be effective… and may have
the opposite effect because of the ‘slack’ resulting from the inadequate ‘fit’ of IASs to
Islamic transactions.” For Muslim countries, the implementation of IAS 23 should
represent a serious challenge to their set of beliefs. The issuing of this standard is a
perfect example of injecting one country’s values into the IFRS that may challenge
another country’s values. IAS 23 requires the capitalisation of borrowing costs. The core
principle of IAS 23 is that “borrowing costs that are directly attributable to the
acquisition, construction or production of a qualifying asset form part of the cost of that
asset” (IAS 23, para. 1, p.A670). The IASB’s conceptual framework defines assets as
“future economic benefits that will contribute directly or indirectly to the flow of cash or
cash equivalents to the entity” [Conceptual Framework for Financial Reporting, (2018),
para. 4.14, 4.16]. Such capitalisation of borrowing costs deems them as stored benefits
that are not different from other recourses classified under the assets column of a balance
sheet. This classification contradicts the Qur’an’s teachings about interest, thus posing as
a paradox for sincere and faithful Muslim countries.
Muslim countries may have to choose between the implementation of IAS 23 and the
Qur’an’s teachings about levying interests. Alternatively, a Muslim country can choose to
not implement IAS 23, which, in turn, jeopardises its attempt to adopt the IFRS.
According to the IASB, for a country to claim that it has fully adopted the IFRS or
converged its national financial accounting standard with the IFRS, it must not delete any
stipulation under the IFRS. Thus, countries that want to implement the IFRS face a ‘take
it or leave it’ attitude.
As a new set of accounting standards, the IFRS possesses the power to transform
global finance by reinvigorating and realigning the relationships between business and
society (Kotlyar, 2008). Accounting is ‘a fiction’ and augments our understanding of the
genealogy of the modern conceptions of a human agent and the local communities to
which that agent belongs [Lehman, (2005), p.990]. Therefore, accounting, in this regard,
means a social institution including the following:
“[C]ompanies’ accounting systems; concepts such as assets, liabilities, profit,
cash flow, balance sheet, profit and loss statement, segment reporting, the
principle of the lower of cost of market; and additionally, the statutory or
professional standards in which these concepts are articulated and the
regulatory agencies along with their supporting organizations.” [Ordelheide,
(2004), p.274]

When carefully examined, accounting can be seen as an ideological system. Accounting
is among those social sciences that are deemed as ideologies [Okabol and Tinker, (1990),
p.89]. This social ideology takes the form of a system of beliefs informing the conduct of
everyday life [Tinker, (2004), p.442].

8

Conclusions

If practiced accounting is deduced from the same ideologies that govern a society that
practices such an accounting system, then such practiced accounting should account for
permissible transactions. If, on the other hand, practiced accounting were brought or
deduced from a different socioeconomic system, the accounting system may not be
aligned with business needs. Put differently, when an accounting system is created in a
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culture and an environment that differs from those of other countries, it may not fit or
meet the latter’s social needs. However, if accounting and the way of living in a given
society are from the same source, then accounting should be capable of including
transactions that occur in such a society. If their sources differ, then dysfunctions
between the two are inevitable.
Convergence with the IFRS must occur using a strategic approach given the politics
involved (Ramanna, 2013).7 The IFRS can be considered ‘a high-quality standard’ only if
the ‘marketplace believes so’ [Alali and Cao, (2010), p.85]. Implementation of the IFRS
“has been successful in emerging economies such as China, Zimbabwe, and Mauritius,
but it has failed in other countries such as Pakistan and Kuwait” [Albu and Albu, 2012;
Faraj and El-Firjani, (2014), p.57]. To learn about Bangladesh’s experience, see Mir and
Rahaman (2005); for China, see Peng and van der Laan Smith (2010); for Kuwait, see
Al-Anzi (2000); for Mauritius, see Boolaky (2010); for Saudi Arabia, see Alsuhaibani
(2012) and Nurunnabi (2017); for the UAE, see Irvine (2008) and Irvine and Lucas
(2006); and for Zimbabwe, see Chamisa (2000). Non-compliance with the IFRS in
Kuwait can be largely attributed to lack of attempts to modify the IAS or IFRS to fit
Kuwait’s legal and socioeconomic environment or to align Kuwait’s laws and regulations
with those under the IAS or IFRS (Al-Anzi, 2000). Zeghal et al. (2012) study 15
European countries and show some improvement in accounting quality, measured by
lower earnings management, higher timeliness, conditional conservatism, and value
relevance of accounting numbers between the pre- and post-IFRS adoption periods. In
Australia, accounting quality has improved following the mandatory adoption of the
IFRS (Chua et al., 2012).8 The information content of corporations traded in the
Jordanian market increased after implementation of the IAS (Juhmani, 1998).
The accounting literature, however, discusses the challenges confronting the
determination of countries that are willing to converge with the IFRS [e.g., Odia and
Ogiedu, (2013), p.394; Al-Mousa and Al-Adeem, 2017]. Since culture is ‘accounting’s
medium’ (Belkaoui, 1995) and because a comprehensive conception of accounting
considers the culture (Lehman, 2005), its effects need to be understood when the IFRS
are being adopted globally (Black, 2012). Opposition to the IAS “is not exclusively
driven by contractual motives, a claimed technical superiority, or legal origins, but also
by diversity in culture factors” [Ding et al., (2005), p.325]. Accounting is deeply rooted
in contextual factors such as a country’s social, political, and economic environment,
which supposedly should not be ignored in the process of IFRS convergence (Hellmann
et al., 2010). Nevertheless, the impact of accounting on communities and cultures tends
to be ignored in the global wave of standardising accounting practices, as Lehman (2005)
observes.
Accounting is regarded as “an intrinsic and constitutive component of the government
of economic life” [Miller and Rose, 1990, as cited in Miller, (1994), p.29]. Accounting
itself is an ideological system that reflects changes to the economic environment and
ways of conducting business. In society, the ideology that dominates other dogmatic
systems will be reflected in accounting practices and the way in which financial reports
are prepared. Countries that are eager to take the lead in the global arena ought to assure
their presence in and contribute to the creation of the IFRS. Importantly, countries that do
not wish for new IFRS to contradict their code of values must be on board when IFRS are
being developed further.
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IASC, and, since then, it has been issuing the IFRS. For a brief history of the IAS, see Rodgers
(2007).
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