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Аннотация 

Международные стандарты финансовой отчетности — это набор международных 

стандартов бухгалтерского учета, которые определяют, как транзакции и другие процессы 

должны отражаться в финансовой отчетности. МСФО направлены на унификацию и 

сближение интерпретации финансовой отчетности компаний разных стран. Единые стандарты 

упрощают оценку и сравнение эффективности различных организаций. МСФО стремится 

быть единым языком общения для финансовых специалистов по всему миру. Некоторые 

экономисты утверждают, что работа в рамках единой системы финансовой отчетности 

значительно улучшит экономику во всем мире, тогда как другие утверждают, что внедрение 

стандартов не стоит того, поскольку этот процесс вызовет слишком много проблем. В этой 

статье анализируются возможные аргументы против принятия международных стандартов 

финансовой отчетности во всем мире. 
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Abstract  

International Financial Reporting Standards are a set of international accounting standards 

that specify how transactions and other events should be reflected in the financial statements. IFRS 

are aimed at unification and convergence of interpretation of companies` financial statements from 

different countries. Unified standards make it easier to evaluate and compare the performance of 

various entities. IFRS aims to be a unified language of communication for financial professionals. 

Some economists claim that working under unified financial reporting system is going to significantly 

improve economies around the world, whereas others argue that the implementation of the standards 

is not worth it, as the process will cause too many problems. This paper analyses possible arguments 

against the adoption of International Financial Reporting Standards around the world.  

Keywords: IFRS, standards, adoption, problem. 

 

Widespread of IFRS Standards began in 2005 and currently it is used not only in developed, 

but also in developing countries. According to the IFRS Foundation, 144 countries out of 166 

presented in the study currently require the application of IFRS standards for all or most listed 

companies. And 12 more countries allow their use. Nowadays there are several accounting systems 

depending on regional, economic, political and social features. It is well known to divide accounting 

systems into the following types: Anglo-Saxon, Continental, South American and Islamic patterns. 

Benefits and objectives of adoption of IFRS around the world seem to be obvious at first 

glance. But has the current implementation actually worked properly? A much debatable question is 

whether the adoption around the globe will be as effective as it appears to be at first sight.  

Analysis of objectives of IFRS 

One of the objectives of IFRS is “to develop a single set of high quality, understandable, 

enforceable and globally accepted international financial reporting standards (IFRSs) through its 

standard setting body, the IASB”. International Accounting Standards Bord developed the standards 

to bring transparency and efficiency to international market. Unified reporting system supposed to 

help investors around the world to improve their capital allocation, by simplifying the identification 

of risks and opportunities. However, it is quite a challenge to develop one system that is going to 

work for any company in every country and industry. 

Different interpretation of terminology complicates the transformation process and requires 

special treatment when concluding contracts according to not only tax and accounting legislation of 

a specific country, but to international standards as well [5, p. 8]. The treatment represents complex 

multistep process, which implies creation of separate financial statement according to local legislation 

and according to international legislation. Management should control the differences between 
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country`s standards and IFRS, which implies the introduction of special accounting policy. In order 

to maintain that process constantly, companies need custom setting of accounting system, so that each 

journal entry was made in accordance with requirements of both standards. It is problematic to 

establish perfect control system, which would analyze new business operations for correct reflection 

of transactions. 

Moreover, one of the problems with the implementation of IFRS is the lack of a clear 

regulatory framework for the adoption, especially with regard to the legal force of IFRS. Even after 

normative act of implementation appears, the question arises of how to make changes into national 

practice, so that they are clear and understandable for such a big number of stakeholders. Any 

accounting standards are associated with profit calculation, which is determined in its own way in 

every country. Therefore, tax legislation has a very strong impact on what accounting rules should be 

applied. 

“To promote the use and rigorous application of those standards” is another important 

objective of IFRS Foundation. In order to achieve the goal of harmonized and full implementation of 

standards around the globe, the rules of application should be strictly accomplished by every 

participant of the market. In theory, that is going to strengthen accountability of all companies by 

reducing the information gap between the providers of capital and the people to whom they have 

entrusted their money. 

The problem here could arise from general rules of the use of international standards. IFRSs 

have been developed on a principled basis, and detailed guidance on their use does not exist. In this 

case, it might be useful to pay attention to the creation of a central national body that would take on 

the responsibilities of managing the implementation and further application of IFRS. There should be 

constant communication between central national authority and IASB regarding interpretation of 

IFRS [5, p. 8], which unfortunately does not exist yet. IFRS standards are updated annually, new ones 

are added and introduced, such as IFRS 16, which has become mandatory since 2019. Comments and 

explanations of standards are also issued annually, which require study and analysis, therefore 

accounting and finance should review and analyze it continuously to be aware of latest changes 

There is a great demand of qualified personal (accountants and auditors) in countries that 

have introduced IFRS. In countries that have introduced IFRS, for accounting and financial reporting 

there is a great need for qualified accountants and auditors to prepare financial statements in 

accordance with IFRS. The lack of a sufficient number of highly qualified specialists for reporting in 

accordance with IFRS, as well as the available funds for the training of such specialists is a problem 

for countries with economies in transition. (Georgia, Armenia, Romania, Russia). Some countries are 

introducing a certification system for professional accountants that will help solve this problem, but 
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in addition to certification, accountants and financiers should gain enough experience to evaluate 

business operations and their interpretation from the point of view of IFRS. Therefore, in some 

countries, for example, developing countries, the process of implementing IFRS and using it as the 

main accounting system will take a long time, which in turn can slow down the flow of foreign 

investments necessary for the development of a business. It is both negative (requiring resources and 

time to prepare the staff) and a motivating business factor for the implementation of IFRS [4, p.8]. 

The next objective is “To take account of the financial reporting needs of emerging 

economies and small and medium-sized entities (SMEs)”. 

One of the conditions for increasing the reliability of financial statements is the existence of 

an independent external audit as a certification of whether the financial statements are properly 

prepared in a particular company. The question is to what extent auditors can remain independent of 

their clients, especially in countries with economies in transition. Also, there is a need to pay attention 

to the responsibility of auditors. In countries with a low level of responsibility of local auditors, there 

is a problem of unfair performance of their duties. 

One of the tasks that must be addressed in the transition to IFRS is small and medium-sized 

enterprises in the context of the transition to IFRS. Small and medium-sized enterprises do not have 

the appropriate resources and the need for the application of IFRS in the preparation of financial 

statements. Thus, the implementation of IFRS for such enterprises may not be relevant. For example, 

in Croatia, all companies, including small enterprises, have been required to prepare financial 

statements in accordance with IFRS since 1992. However, most companies do not comply with this 

requirement, giving priority to the requirements of tax legislation [5, p. 8]. 

“To promote and facilitate adoption of International Financial Reporting Standards (IFRSs), 

being the standards and interpretations issued by the IASB, through the convergence of national 

accounting standards and IFRSs”. In reality, there are not even two countries with the same 

accounting models. But the need to implement international accounting standardization is obvious. 

Therefore, a number of international organizations are involved in unification issues. 

Nevertheless, one cannot fail to notice the fact that the accession of new member states to 

the EU has slowed the pace of financial integration within the framework of the European Union. 

The main reason is that, due to the increase in the number of European commissioners (members of 

the European Commission), the decision-making process, especially regarding harmonization of 

financial legislation, has slowed down, due to the different opinions of the EU member states. The 

same situation exists in the European Parliament; additional difficulties are caused by the fact that 

documents must be translated into more than 20 languages.  
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Moreover, the incompatibility of the reporting data negatively affects the possibility of 

making effective management decisions. The process of harmonization of national principles has 

been going on for over 40 years and has not yet been completed. In this situation, the development 

and development of local national standards no longer has critical significance and meaning. And if 

in the EU, adherence to international standards is mandatory and fixed by law, in other countries it is 

necessary to obtain the voluntary consent of the professional organizations from the countries. The 

process of unification and convergence of reporting allows us to make effective economic decisions, 

but taking into account the fact that any changes in the accounting system are expensive and require 

a lot of time, it is necessary to compare the economic benefits of such unification. It is quite realistic 

that the transition to IFRS after significant financial investments will not increase the attractiveness 

of companies but may require additional optimization of business processes. At the same time, in a 

local market, a company may become less attractive as well as less profitable due to the outflow of 

resources [1, p. 8]. 

The experience of countries 

European Union 

The results of the implementation of IFRS have been studied to the greatest extent. Over the 

past years, quite a lot of different studies have been carried out, the most extensive of which is the 

study of the Institute of Chartered Accountants of England and Wales commissioned by the European 

Commission. 

The results of a study of the EU countries allowed, in particular, the following conclusions: 

- The use of IFRS has increased the comparability of the financial statements of various 

companies 

- 63% of investors believe that the use of IFRS improved the quality of reporting, compared 

to 24% who believe that the quality has deteriorated 

- 49% of investors believe that the use of IFRS complicated the understanding of financial 

statements, but 32% of respondents disagree with this. It was noted that a particular issue was caused 

by accounting for financial instruments 

- Experience with IFRS differs for small and medium-sized businesses, including reporting 

costs 

- There are difficulties in making a professional judgment and a related concern with respect 

to ubiquitous application 

- The important role of auditors in understanding IFRS was noted 

- There are deficiencies in the quality of translation of IFRS into other languages.  



УДК: 33                                                                                               Международный научно-практический интернет-журнал «ПРО-Экономика»  
           Номер 11, 2020 (ноябрь) 

 

6 

 

Consequently, if analyzing the experience of EU countries, the IFRS implementation caused 

more difficulties, rather than brought some benefits. The majority of investors believe that the quality 

of reporting improved, however the statistics shows that there are still many problems associated with 

transition process. Additionally, the need of high-quality specialists was highlighted. 

India 

To not only take into account the results in European Union, the experience of India was 

analyzed. Convergence of IFRS with the Indian Accounting Standards is predicted to ensure greater 

credibility in the international capital market. Adequate time is required to react to new changes and 

an intensive effort from all the stakeholders is imperative in order to achieve that goal. The process 

of convergence has been making a slow but steady progress in India and is expected to have a common 

set of high-quality standards in adoption. However, there are several challenges that India came across 

while converging to IFRS. Besides already mentioned challenges like the lack of regulatory 

framework and necessity of additional financial investments, India faced the problem of adjusting 

their IT system. The system must be capable of capturing new information to be disclosed. Regulators 

and law makers have to implement efficient monitoring system of regulatory compliance of IFRS and 

also ensure that proper changes are to be done in the existing laws. 

Turkey 

Overall, the experience of implementation of International Financial Reporting Standards in 

Turkey was quite problematic. It was noted the business culture of Turkey does not support 

transparency. Both shareholders and accountants showed resistance despite the help of professional 

accounting body to IFRS adoption. Union of Chambers of Certified Public Accountants of Turkey 

(TÜRMOB) organized extensive training programs for its members and they published expansive 

number of application-based articles which constitute research in the field. These articles included 

explanation of certain standards and comparative analysis of tax and IFRS applications for certain 

transactions. In spite of such support, empirical literature on International Financial Reporting 

Standards applications provides evidence of major non-IFRS implementation in Turkey compliance 

for listed companies. These findings indicate the need for more training and better oversight. 

Another massive area of discussion in Turkey has been the IFRS for SMEs, which was very 

important, since 98% of Turkish economy consists of SMEs. The expected benefits and costs of IFRS 

for SMEs have been discussed but lack of application in the country restrains empirical studies. It is 

important to mention, that studies also have shown that IFRS Standards have major impact on 

financial ratios and financial statement analysis. Capital markets research related to IFRS adoption 

research findings show positive consequences of IFRS adoption. “Higher value relevance of earnings 

and book values and higher quality of earnings measured by conservatism, timeliness, reliability and 
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earnings management has been observed after IFRS adoption” [2, p. 8]. It should be noted that 

majority of empirical research in capital markets has been published in non-local journals. 

Russian Federation 

The transition to international financial reporting standards can cause both positive and 

negative consequences for companies in Russia. Among the positive aspects are increased 

transparency, improved comparability of indicators and, as a result, increased opportunities to analyze 

their activities and facilitate access to international capital markets [5, p 8]. 

Nevertheless, reporting alone does not guarantee investment inflows. In addition, the 

transition to IFRS will require additional labor and financial costs from companies, and it will be 

quite difficult to assess the positive economic consequences of the innovation at the initial stage. 

Of great importance for the effective implementation and use of IFRS in Russia are state 

bodies and public professional organizations whose role is to prepare for the implementation of 

international financial reporting standards and to promote the application and implementation of these 

stand 

The issue of lack of high-skilled workers comes up especially vividly in Russian Federation. 

International Financial Standards provide the assessment of certain events and operations that are 

disclosed in the financial statements, while accountants in Russia who prepared to work in a planned 

economy and detailed regulation do not have experience in evaluating accounting events. One way 

to overcome this problem for large companies may be to engage audit firms to prepare IFRS financial 

statements [3, p. 8]. Once again, in this case, the question of the independence of auditors may arise. 

It is obvious that efforts and financial investments must be made to prepare (retrain) accountants who 

would be capable and would possess certain skills for preparing financial statements in accordance 

with IFRS. 

The recognition and use of IFRS is expanding. There is a process of further formation of the 

institutional aspects of adoption and application of IFRS both at the international and national levels. 

Users note increased comparability, the usefulness and quality of IFRS reporting. Countries 

demonstrate a variety of approaches to the introduction of IFRS in practice, as well as the application. 

At the same the time there is an increase in the amount of information which should be processed. 

One of the main problems continues to be the complexity of IFRS and not universal system of their 

application. Significant efforts are required to achieve a uniform approach to the application of IFRS. 

The legal mechanisms for the implementation of IFRS at the national level are determined 

by the peculiarities of legal support in the respective countries. The tendency towards state 

supervision over compliance with IFRS and audit standards is growing. The main efforts are still 

required in the formation of the national expertise in the field of IFRS, especially in developing 
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countries. IFRS needs frequent review of the regulatory framework of companies across the globe 

and a countrywide intensive capacity building program to improve and sustain the process of adoption 

as quickly as possible [6, p. 8]. 
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