HARMONISATION OF ACCOUNTING STANDARDS
The harmonisation of accounting standards refers to the goal of establishing a single set of accounting standards that will be used internationally.  Convergence in some form has been taking place for several decades and efforts today include projects that aim to reduce the differences between accounting standards.
The first official push for the unification of accounting standards was the creation of the International Accounting Standards Committee (IASC) in 1973.  The IASC was originally formed by a group of professional accountants, being sponsored by their professional bodies.   It was made up of the professional accounting bodies of Australia, Canada, France, Germany, Japan, Mexico, the Netherlands, the United Kingdom and Ireland, and the United States.  	
The harmonisation of standards has more recently been replaced with the concept of convergence.  In early 2001, the International Accounting Standards Board (IASB) took over from the IASC as the standard setting body for IFRS’s.  Since then, they have been committed to develop “a single set of high quality, understandable, enforceable and globally accepted international financial reporting standards”. (IFRS Foundation)
Convergence is driven by several factors, including the belief that having a single set of accounting requirements would increase the comparability of different entities' accounting numbers, which will contribute to the flow of international investment and benefit a variety of stakeholders.

THE CASE FOR HARMONISATION
Consistency between UK standards and IFRS is important for the following reasons:
· it enhances the credibility and clarity of financial reporting in the UK.
· there are companies who continue to prepare financial statements under UK standards and wish to ensure that they are consistent with IFRS so as to avoid a two tier system of reporting.
· it will facilitate the movement of accountants between organisations using either UK GAAP or IFRS and lower barriers to the free-movement of accountants in business across jurisdictions.
· it helps to ensure the comparability of financial statements whatever the size of the company.
· it allows companies to enjoy a lower cost of capital as a result of their financial statements being more readily understood.

With the increasing globalisation of financial markets and of companies, the use of a single set of financial reporting standards across countries is viewed as having increased the comparability of financial statements across borders. It also reduces the cost of preparing the consolidated financial statements of groups made up of companies conducting business all around the world. 

IMPLEMENTATION CHALLENGES
There are a number of challenges being faced by countries adopting the new policies.  Not only are the issues regulatory based, but some are cultural and language issues that will affect the implementation of IFRS in all countries.  For example, at the time of the deadline for Russia to adopt IFRS’s, some of the standards had yet to be translated to Russian. A cultural example is that of the emerging markets warning that they fear the international standards are too influenced by the European Union and the United States, and may neglect the interests of their countries.
Another important barrier across the board is the time and cost of the training and equipment needed for accountants to become proficient in the new standards.  A survey of FTSE 350 companies (the 350 largest companies in the London Stock Exchange) revealed that many had to hire extra staff or subcontractors, along with having to update computer equipment at great expense in order to comply with the new regulations.
Variations in translation of IFRS could introduce inconsistency. In some countries the capacity for highly technical translation is low and there may be a conflict with existing national terminology and legislation. Additionally, time lags in the local “endorsement” process and in translating new IFRS could mean that financial reports may not be consistent with the latest body of standards. Additionally the successful implementation of IFRS will depend upon the robustness of the local regulatory framework. Effective corporate governance practices, high quality auditing standards and practices, and effective enforcement or oversight mechanisms will be required to underpin the IFRS. 
The IFRS standards are deemed to be “principles based” and this may lead to inconsistencies of application, particularly in countries without a critical mass of experienced accountants. Conversely, the US GAAP standards are deemed to be “rules based” and this has been an additional factor in the slow progress of the convergence process in the USA.
An additional challenge is that the concepts set out in IFRS may be new to some accounting professionals and may be difficult to grasp and require additional training and education at a significant cost to companies.





CONVERGENCE IN THE UNITED KINGDOM
All member states of the EU are required to use IFRS as adopted by the EU for listed companies since 2005. In implementing this in UK legislation the Government has not yet made the use of IFRS compulsory for any further categories of accounts, but the legislation permits all companies to use them for individual and consolidated accounts if they wish but few companies have chosen to do this. These private companies currently still use UK accounting.
The UK initially found it extremely difficult to move away from UK GAAP. In 2009 the International Accounting Standards Board issued the IFRS for SMEs (small and medium sized entities).  The IASB has however, left it up to member states to implement this standard into national accounting practices.
Recently issued UK FRSs have, in any case replicated the wording of corresponding IFRSs, reducing the differences between the two sets of standards significantly.
The ASB started their project on the Future of UK GAAP, basing their proposals on the IFRS for SMEs. However, this document needed amendment if it was to be applied in the UK as parts of it were incompatible with EU law. Thus came, first of all, proposals for a FRSME (Financial Reporting Standard for Small and Medium Sized Entities) and then proposals for “The FRS”, now FRS 102, the Financial Reporting Standard applicable in the UK and Ireland.
In March 2013 the Financial Reporting Council (now responsible for issuing accounting standards in the UK) issued FRS 102, The Financial Reporting Standard Applicable in the UK and Republic of Ireland. This followed the issue of FRS 100 Application of Financial Reporting Requirements and FRS 101, The Reduced Disclosure Framework in November 2012. Together these standards make up what is commonly being referred to by accountants as new UK GAAP, which takes mandatory effect for accounting periods commencing on or after 1 January 2015.
FRS 102 replaces almost 3000 pages of current UK and Ireland GAAP with just over 300. The main purpose is to make reporting requirements proportionate to the size of the entity, and it also includes changes to disclosure, measurement, and recognition
However, it adopts an IFRS-based framework with proportionate disclosure requirements and improves the accounting and reporting for financial instruments. It is based on the IFRS for SMEs but with significant changes in order to address company law in the UK. Thus, although the new UK GAAP is still not identical to IFRS, and differences in accounting treatment still exist, much progress in the harmonisation process is being made. The FRC’s drive towards an IFRS framework is supported by the majority of finance leaders as they see clear benefits in global consistency of accounting and reporting.


CONVERGENCE IN THE U.S.A.
In 2002, the FASB and the IASB met jointly and agreed to work together to improve and converge U.S. GAAP and IFRS. That partnership is described in The Norwalk Agreement. The IASB and FASB also signed a memorandum of understanding in 2006 which laid guidelines on their convergence projects. Work towards the goals were reviewed in 2008, and a progress report published that also set out subsequent steps for each convergence topic. The FASB and IASB met again in 2009 and agreed to "intensify their efforts" in working towards the goals of the memorandum of understanding, while laying down future plans and targets. 
Some reasons for the U.S. not embracing the standards convergence are: U.S. firms are already familiar with the existing standards; the inability or low ability to culturally relate to other countries' accounting systems; and a lack of good understanding of the international principles. Also US GAAP is based upon a rules based framework whilst IFRS is based upon a principles based conceptual framework.
Financial reporting standards have been in the spotlight since the banking crisis, more specifically those requiring the measurement of financial assets and liabilities at fair value. In September 2009, G20 leaders in Pittsburgh asked the accounting standard setters IASB and, its US counterpart, the FASB  to work towards a single set of high quality global accounting standards by June 2011. Convergence, however, is proving challenging and the timeframe has now been pushed back.
In July 2012, the SEC staff issued its final staff report on the “Work Plan for Consideration of Incorporating International Financial Reporting Standards into the Financial Reporting System for U.S. Issuers.”   The report was the final phase of a work plan, initiated in February 2010, to consider specific issues relevant to the Commission’s determination as to where, when and how the current financial reporting system for U.S. issuers should be transitioned to a system incorporating IFRS.
In 2013, fifteen of the largest banks in the United States, including Bank of America Corporation, Capital One , JPMorgan Chase & Co., Morgan Stanley and Wells Fargo & Company, wrote a letter to the chairmen of FASB and the IASB encouraging the boards to resolve their differences over the progress of the harmonisation of accounting standards.
Additionally, In February 2013 the IASB and FASB published a high-level update on the status and timeline of the remaining convergence projects and both the FASB and IASB remain committed to improving US GAAP and IFRS and achieving their convergence.
Most recently, the SEC’s Strategic Plan for Fiscal Years 2014–2018 stressed that “the SEC will continue to promote the establishment of high-quality accounting standards in order to meet the needs of investors. Due to the increasingly global nature of capital markets, the agency will work to promote higher quality financial reporting worldwide and will consider, among other things, whether a single set of high-quality global accounting standards is achievable.” But the reality today, though all the joint IASB/US Financial Accounting Standards Board (FASB) projects are complete or nearing their completion, is that the convergence of IFRS and US GAAP has not been fully achieved.

OTHER COUNTRIES
Convergence is also taking place in other countries, with "all major economies" planning to either adopt the IFRS or converge towards it, "in the near future". The IFRS Foundation has stated that "all major economies" have plans to either converge towards or adopt the IFRS "in the near future", and that the Group of 20 Leaders (G20) have encouraged accounting bodies globally to increase efforts to achieve convergence. The Group of Twenty Finance Ministers and Central Bank Governors (G20) is a group of finance ministers and central bank governors from 20 major economies: 19 countries plus the European Union.


