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Executive Summary
The purpose of this report is to discuss
The meaning of the terms International Accounting Standards (IAS) and International Financial Reporting Standards (IFRS).
Analyse the standards that drive countries and entities to using the IFRS as their basis for financial reporting.
Analyse the advantages and disadvantages in using a common set of global reporting standards.
Evaluate the potential barriers to current and future adoption of the IFRS.
Give recommendations as to how the IFRS could potentially improve a global standard of financial reporting.
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Introduction 

The International Financial Reporting Standards (IFRS) are a set of accounting standards that had been issued by the International Accounting Standards Board (IASB) in 2001, with the idea to make it easier to have comparable accounting standards on a global scale. The goal of having the IFRS in place is to make it easier for everyone to compare businesses from anywhere in the world, promote trust in financial reporting and to make financial reporting more transparent.
These accounting standards have been adopted by most of the world’s financial markets with the United States, China and Japan being the only major markets to have not yet adopted these accounting standards .
The IASB are an independent not for profit organisation based in London that aim to establish a set of accounting standards that are easily understood, of a high quality and globally accepted. The IFRS set out how a company should prepare financial statements to bring transparency, efficiency and accountability to global financial markets, these accounting standards are used in over one hundred and forty jurisdictions globally .


















Main Findings

The reasons why entities and countries would use these standards for their financial reporting vary with some countries using it as a mandatory form of reporting while others make it voluntary, in the case of European Union countries it became mandatory that that all members of this union had to adopt this form of financial reporting as voted for by the EU parliament in 2002 . For countries where it is voluntary to use this standard it allows them to be more competitive in an international market where this form of reporting is widely used, it can also attract foreign investment when the reporting standard is the same of other countries . Developing and institutional countries are likely to adopt this method for the economic and institutional benefits as found in a study published by  where they found that these countries adopting IFRS had a positive impact on small and medium sized enterprises when it came to external funding and external openness.
The advantages to adopting a global set of accounting standards is that it can lead to an improvement in accounting quality by eliminating accounting alternatives reducing the amount of managerial discretion which could then also reduce the extent of opportunistic earnings management. IFRS is also viewed as a principle-based standard therefore it should be difficult to avoid liability recognition through transaction structuring and IFRS allows the use of fair value accounting that may better show underlying economics than domestic standards .
Using IFRS as a standard also benefits economically by using a common set of accounting standards it makes it easier for international investors to understand investment opportunities as opposed to using national based accounting standards. This also benefits accounting professionals as it offers more career opportunities in any part of the world where the same accounting practices are used .
When there are a set of global accounting standards this will positively impact the resources used in financial reporting for example if a piece of accounting software is created to run in line with a global set of standards then it could be used anywhere in the world regardless of where it has been developed. This would make it easier to automate financial reporting making it more cost effective and potentially reducing the expenses of an international organisation that must produce multiple reports varying on the region one of their assets is from 
A global set off accounting standards also makes it easier to compare two different companies’ economic results as they would be following the same principles in their financial reporting. If you were to compare America that uses the GAAP method and China that uses the Chinese accounting standards you can not come to a fair evaluation of the two because they are not based on the same reporting structure making the findings impartial. 
However this could also be seen as a disadvantage as trying to set standards and guidelines that can be used by everyone globally it can mean that sometimes these standards do not give the same level of detail that national accounting standards can as they have been developed over a longer period of time. The US GAAP system is considered gold standard for America and nearby countries like Canada see very little reason to adopt a different system if it were to have a lower standard than that of the GAAP system .
One of the challenges in adopting a global set of accounting standards is that one set of standards would have difficulty in reflecting the differences in national business practices from different institutions and cultures it would also be difficult to account for different countries political guidelines for financial reporting which could lead to some companies doubling up on the amount of reporting they would need to do  
Another disadvantage is that entities that adopt a global set of standards need constant assurance that the standards set are done by an independent body with specialised staff, consistent funding and to be free from influence and politicization to ensure true confidence in these standards. the communication for informing those who use these standards must also be of very high quality to be able to inform of changes that are made to the standards effectively and substantial resources need to be available to support sustainable implementation of these standards 
According to Liviu-Alexandru  the adoption of the IFRS standards in Romania came with a lot of difficulties stating that the cost of implementation would outweigh the benefits for several years before the benefits would begin to outweigh the costs. This was due to having high staff training costs due to lack of experts and practical staff, upgrading of software to be compatible with new standards and bringing in external consultants to assist with the transitioning to a new system.
This is also backed by Anna Jordan  who talks about the cost of transition for American companies stating “The total cost of transition costs for the US companies will be over $8 billion and one off transition costs for small and medium sized companies will be in average $420,000, which is quite a huge amount of money to absorb by companies.” For a lot of small and medium sized companies they will be subject to large transition costs and these companies may not be able to absorb the financial impact that it could have on them without some form of external assistance.
One of the biggest resistances in current and future adoption of the IFRS is that the United States of America one of the world’s biggest countries when it comes to economic influence on a global scale is unwilling to adopt it. The Securities and Exchange commission of the United States has said that there should be a need for a single form of standard accounting but they do not have full confidence in the IFRS being the standard that fulfils that. The SEC believes that its current system of GAAP accomplishes the needs for the US by giving very precise details in its standards of reporting and that the US business environment is very litigious which leads them to believe that the IFRS allows too large a scope for flexibility when it comes down to reporting decisions. The current comparability between GAAP and the IFRS have a long way to go before they can converge or start to show some similarity between the two of them because of the accurate and meticulous reporting standards required by the SEC in an effort to protect US organisations and investors . 
Another big resistance to globally accepted accounting standards is that China also does not follow IFRS they use an accounting practice that is somewhat similar called the Chinese Accounting Standards but there are enough differences to make it difficult to converge these two practices together. The biggest difference between the two is that the CAS can only use the historical cost method to value its assets fixed or intangible whereas IFRS allows both historical and revaluation, this means that by only using the historical method there is a possibility in loss of value for long term assets. Other differences include the financial year starts on the 1st January under the CAS whereas it can start at any point during the year under IFRS, tax filing is done monthly under the CAS it is done quarterly for the IFRS and the CAS contains standards that are specifically for dealing with financial reporting in China such as a merger between two companies are required to restate their accounting figures .
Conclusion

As to whether a global set of accounting standards is viable it would appear that the benefits to them outweigh the drawbacks by having all entities involved on the same page it allows for a higher transparency of information which can allow for greater investment opportunities internationally as organisations are easier to compare allowing investors to make more informed economic decisions. In jurisdictions where IFRS is optional it has shown to give businesses an advantage in competitiveness and external funding especially in small and medium sized businesses. By using a principle-based standard it can improve accounting quality as a whole by making it difficult to avoid liability recognition and the use of fair value accounting shows a clearer picture of underlying economic problems.
However there are difficulties that come with a  global set of standards one of which is that everyone needs to be on board with using them and as it currently stands there are major market entities that are not. Whilst the IFRS is continually working with these markets to unify accounting standards it could be a long and costly process to transition to a unified form of reporting as stated earlier with the example of the cost of Romania transitioning being much higher for the first few years of implementation before seeing any real benefit to using IFRS. Also, when these entities believe that the IFRS is not detailed enough for their own national use they are unwilling to consider swapping to it if it is going to hinder their national reporting structure as was the case for the United States.

Recommendation

The main recommendation I have for the IAS and IFRS would be that their form of financial reporting should become more detailed in its structure to be able to compete against standards set by entities that have rules based principles in an effort to help converge those systems together and have one unified set of accounting standards.
They would also need to ensure that their accounting principles are applicable to all markets regarding culture politics and national reporting as seen with Chinas reporting system it is very close to IFRS but doesn’t fully adhere to it because of how Chinas national reporting structure operates that goes against some of the IFRS standards.
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