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ABSTRACT

Fundamentally, the international effort to achieveommon set of accounting standards is not an eassy It has started
long ago to correct the differing and varying nai# accounting standards and principles in diffdrparts of the world,
however, the ultimate aim is to move towards hairaiion. The process of harmonization seeks togoaihthe different
standards and reporting for better comparabilitgnsistency, and reliability and to shorten the g#pthese different
streams of accounting rules, regulations, polici@sctices, principles, and guidelines The objexctdf this current study
is to review and understand the emerging issueallesiges, and benefits of adopting and achievingpanmon set of
globally accepted accounting standards that arehhguality, understandable, comparable, consistamtgl reliable.

However, the huge benefit of comparability and &ieecy can be made and that reliable and relevastdounting

information is needed more than ever in the capitatket to enhance investment opportunities andadugthe investor's
economic decision- making. There remain some straatgpnal accounting standards, laws, and regulasicdhat are
simultaneously practiced, accepted, and workingl wekertain countries and jurisdictions. The egiste of different
accounting principles would serve as a threat t® flarmonization and convergence process. Consistigntsuch gains,
it is hoped that the accounting world over time dobe controlled and guided by a single set of déads that are

universally accepted, comparable and usable iredbfft jurisdictions.

KEYWORDS International Harmonization, Convergence, FinanciBeporting, Accounting Standards, Standard-

Setting Bodies, Comparability, and Consistency
INTRODUCTION

Across the world today, there is a fundamental exgjzhand shift to the harmonization of internatiomgorting and

standards (Fritz & Lammle, 2003).

According to Buchanan, (2003) the most importaap sbward harmonization of financial reportingashtave a

single set of uniform and sustainability accounst@ndards that are accepted worldwide.

Buchanan, 2003 emphasized that most professionaliatants around the world know what is neededhiese
international harmonization of financial reportiagd accounting standards. They have realized tirearing necessity to
shorten as well as bridge the widening gap amomngree and varying streams of accounting polici¢éandards,

principles, and practices to enhance increaseddragation.
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The hope was that as barriers keep reducing betweemtries and given the international efforts and
commitments, the advantages of harmonization thraxanvergence are many and beneficial to the palit investors
(Ong, 2005).

Shekhar & Prasad, (2013) emphasized the need temational harmonization and convergence of adiogin

standards and reporting.

Sharma & Gupta (2018) noted that each country pespés accounting standards in line with prescribe

requirements of the national standard setters.
THE SIGNIFICANCE OF THE STUDY

The rationale for harmonization of accounting stadd and reporting at this current moment is a evelng development
but the journey is not an easy one. When for examgtcounting standards are harmonized throughecgemce; the

resultant effect will bring high quality and rellalfinancial reporting and disclosures.

Yadav & Sharma, (2012) believe that, harmonizatiord convergence add to the international credibilit
reputation and standing of any company or orgaioizatnd that it provides a level playing ground véheo one country is

advantaged or disadvantaged because it is usingtitsnal accounting standards, regulations, aadtjges.

Bhattia, (2014) opined that as the world is gradwitatowards globalization and internationalizatidgris essential
for companies to begin to adopt and implement diplzcepted in the form of a single set of accoumstandards and

practices instead of their respective national GAAP
OBJECTIVES OF THE STUDY

The main objective of this present study is to cahpnsively review financial accounting standamtgitations i.e. IFRSs
& IASs in the context of harmonization, convergegrmansistency, comparability, and reliability otaanting information
for the benefit of all users.

This study is based on the systematic steps anagp employed to achieve harmonization, but tladityeis

that the entire process of harmonization of repgréind standard- setting is not smooth and not taaky to say the least.
REVIEW OF RELATED LITERATURE

Ong(2005) opined that the idea and conception ehtarg a holistic and integrative mechanism forerinational
harmonization and sustainability accounting stagslalhave attracted considerable attention and cdimpetlebate
bordering on comparability, consistency, and rdligbin the accountancy and auditing professioracter(2005)
emphasized the point that national accounting statsddiffer on account of many factors but the emil’e move and
consensus to achieve a single set of global stdadean serve those that use these financial statente make

investment, credit, and other economic decision.

(Pacter, 2005), argued that as the world is becgpmiore globalized, a universal way of doing thitigough
consensus, collaboration and critical thinking iftical, it is in that regard that reliable, acdesaand comparable
accounting information is vital to make an informatision. Tudor & Dragu (2010) mentioned in trstirdy the differing

and diverse financial reporting in different couggrwhich could be linked to cultural, legal, sdcéand political factors.
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Uwaoma & Ordu (2015) posited that creating a framwwor international financial reporting would naonize
the diverse national standards to be more unifoneh anified. Also, it enables accounting informatit;m be more

comparable, consistent, and reliable to users.

However, Shil, et al.(2009) viewed the process olvimg national accounting standards and principtesin
international dimension as a good step in the riginéction because of the far-reaching benefitsthi® business
community, corporate entities, shareholders, imresand national economies are obvious and immensepport and
enhance a firm’s measure of sustainability, acchility, transparency, and performance. But therjey of attaining that
common set of accounting standard is not an eagy &hil, et al., (2009) observed that Professiaeabuntants around

the world have realized the necessity to reducgdpedue to differing accounting policies, proceduand principles.

Uwaoma & Ordu, (2015), argued that despite theogbjbhical, political, economical, social and cudtuactors
serving as obstacles in bringing together the dhffe national accounting standards under one utabnecent reports
have shown that the international efforts and caimints towards harmonization and convergence havied yielding

dividend in most countries that have adopted it.

Shekhar & Prasad (2013) revealed that in a wold ighpolitically, economically, socially and culally diverse
and rapidly changing, establishing and achievirgingle set accounting standards that will standtéise of time and as
well as used internationally is somehow challengifigat said, it would require concerted, coordidatllaborative and

consultative approach to get it work for the ingtr@nd benefit of all.

Furthermore, Shekhar & Prasad, (2013) asserteditharder to achieve a single set of globally atedp
accounting standards, it is essential for a glghatiform, comparable and consistent accountingdgted be rolled out for

the benefit of all users. This would in turn budldd strengthen capital markets around the world.

It is critical therefore that a balance is maintairbetween IFRS and GAAP so that the upcoming @dwiny
standards and interpretations would be identified lighlighted in the different areas of accountisigch as recognition,

measurement, presentation, and disclosures (GABHR))2

Buchanan,(2003) in his study highlighted that teeognition and benefits of having an integratedfoumed,
universal and commonly understood financial repgrand sustainability accounting standards thatdvstand the test of
time, given the rapid pace of globalization, asntoas have liberalized their economies as the sameopen their doors

to foreign direct investment with businesses expanedcross borders.

Empirical studies have further indicated that thentonization of accounting standards is crucidhtoeconomic

and financial development of a country.
THE STATEMENT OF THE PROBLEM

It is clear evidence to indicate that the existeatéragmented accounting standards and finanejpbrting framework
around would help in fostering in international tnanization process and further bolster increaselajlcompetitiveness
in business, trade, and investment. It is hopedsiieh a move would at the final analysis helpdiul fon to the best aspect
of a universally and generally accepted system faachework that would contribute to an internatioraicounting

standard and financial reporting mechanism.
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Recent studies have suggested that the internatmmavergence of accounting standards is cruciath®

economic development of any country.
EMERGING DEVELOPMENTS IN THE HARMONIZATION PROCESS OF IFRS & IAS

Several researchers have pointed out that the mezat@mn of financial reporting and accounting starms is a continuous

process of striking a balance national standatdrsatross national borders, jurisdictions and t@es

Table 1

Sr. No Parameters Developments in the Harmonization Process

Key stakeholders in the process are; the Governregatatory
bodies (domestic) and the IASB (international)

Economic Structures (leading to| Due to globalisation and liberalization, there \waseased
change) participation in the financial and capital market.

Historically, IASB emerged from IASC and then migréo IFRS
US GAAP — Financial Accounting Standards Codifigati
Crucially, the EU has adopted IFRSs but the US &esaother

1 Standard- Setters

2

3 Global Standards

4 Obstacles to harmonization countries are yet to realize the need to eliminat®onal GAAP
and integrate and adopt IFRSs.
Decision- Usefulness: It is important to note that IFRSs are more pritesippased
5 Comparability, Consistency, standards unlike US GAAPs which are more rule-basmadards
Reliability and Relevant with more specific application guidance.

BENEFITS OF ADOPTING INTERNATIONAL FINANCIAL REPORT ING STANDARD (IFRS)

Advocates of international harmonization and cogeace believe that adopting and implementing IFRSrucial to

addressing the variations and differences in adtogistandards framed by national standard- settoujes.

Armstrong, et al., (2008) opined that IFRS adopiiEurope has been a significant milestone infihancial
reporting convergence process. According to Go(@008), increased benefits of IFRS adoption andeémpntation have
contributed to better and reliable information flder shareholders, regulators, enhanced compasghithproves the

transparency of results and increased the abilisconomies and companies to secure cross-bowatdr ticross the world.

Gordon, et al., (2012) expressed their opinion thatadoption of IFRS has a positive impact onitprelirect

investment.

Armstrong, et al.,(2008) observed that adoptingllEiRS standard would help to improve high- quality,
understandability, and transparent global standami$ reporting system that is intended to achieamsparency,
consistency, and comparability in reporting. Tate ifistance in Europe, studies have shown thatstove in European

companies have experienced increased benefitshathdoption of IFRS.

Also, as adopting of IFRS standards have becoméafjlccompanies around the world and in different
jurisdictions that own foreign subsidiaries woulddf the process of consolidating their financigbaes and statement

much easier if all their subsidiaries use IFRSdaads as the case may be.

Tudor & Dragu, (2010) discussed earlier that Indéional Financial Reporting Standards (IFRS) isritical
source for global benchmarking and comparator afidards which is vital to regulators and investdisese standards
contribute to improving capital allocation throughonomic efficiency given those businesses/investropportunities

and risks are identified and measured.
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THE CHALLENGES OF ADOPTING INTERNATIONAL FINANCIAL  REPORTING STANDARDS

There is usually an understanding that the adomfdfRS across the world particularly in Européhis most important
accounting regulatory shift in recent time and thisdamental change and a paradigm shift is gaimognentum in
different jurisdictions and countries given thefeliing, and diversity of their national accountistandards, principles,

policies, and practices.

There is a global sense of responsibility and psepof standard- setting bodies to put together daatlop
accounting standards mechanisms / frameworks thanare global, consistent, and uniform (Buchaz&03). However,
the use of international standards as a universahparator of accounting information, reporting laage, and

transparency tool would serve as a remedy to agldnesemerging challenges (Odia & Ogiedu, 2013).

However, Odia & Ogiedu (2013) emphasized the ptiiat in achieving international convergence, priegaa
long-term and sustainable framework in the contd#xtegal, structural, regulatory, and institutiorapacity building

arrangements to adopting and implementing of iatigonal standards such as IFRSs & 1ASs is critical.

Furthermore, action and commitment is needed yebtalders to address these challenges of lawseqdation, IFRS

training of finance staff and regulators greatanptexities in the financial reporting process.
CONCLUSIONS

This present study seeks to prove that despiteeofdntrasting and disparage opinions, views, caortsnand perspectives held
by some schools of thought on the issue of intenmaltharmonization and convergence. Many areef/w that it is now time
for International standards to become widely uBedponents of convergence see it as a fine briddea integrated approach

to give a more reliable, consistent, and coherdatrmation on accounting standards and regulatiéiiisa universal dimension.

In summary, the international and national accagnstandard-setting bodies are now ready than lesfere to
forge ahead with the project of harmonization ameérhational convergence despite the challengegatizo 2017). By
creating harmonized reporting system and standéndsaccounting and auditing profession would priznand institute
effective and efficient transparency and accoulitpbiramework in reporting which would help invess to make

investment decisions based on reliable, accurategansistent information in the capital market.
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