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���,QwurGXFwlrQ
Since� the�end�of� the�Second�World�War,�

WKH� GHJUHH� RI� HFRQRPLF� JOREDOL]DWLRQ� KDV�

LQFUHDVHG� VWHDGLO\�� $ORQJ� ZLWK� JURZLQJ�

LQWHUQDWLRQDO�WUDGH��IRUHLJQ�GLUHFW�LQYHVWPHQWV��

JOREDOL]HG�SURGXFWLRQ� DFWLYLWLHV�� WKH� FDSLWDO�

PDUNHWV� KDYH� DOVR� EHFRPLQJ� LQFUHDVLQJO\�

globalized.� Major� ¿nancial� markets� have�
EHHQ� GHUHJXODWHG� DQG� WKH� OLQN� EHWZHHQ�

domestic� and� world� ¿nancial� markets� is�
WLJKWHQHG�WR�HQDEOH�HDVLHU�FDSLWDO�PRYHPHQW�

DFURVV� FRXQWULHV�� &RUSRUDWH� VWRFNV� DQG�

ERQGV� DUH� OLVWHG� DEURDG� DQG� VHFXULWLHV� DUH�

SULFHG�DFFRUGLQJ�WR�LQWHUQDWLRQDO�UDWKHU�WKDQ�

GRPHVWLF� IDFWRUV� �:KHDWOH\� ������� :LWKLQ�

this�context,�the�existence�of�major�¿nancial�
UHSRUWLQJ�GLIIHUHQFHV�LV�FRQVLGHUHG�WR�KLQGHU�

WKH�JOREDOL]DWLRQ�SURFHVV��7KH� UHTXLUHPHQW��

WKHUHIRUH�� LV� WR� KDUPRQL]H� QDWLRQDO�

DFFRXQWLQJ� V\VWHPV� WR� HQVXUH� FRPSDUDEOH�

DFFRXQWLQJ�LQIRUPDWLRQ�TXDOLW\�DV�ZHOO�DV�WR�

enhance�comparability�of�¿nancial�reporting�

WR� LPSURYH� LQWHUQDWLRQDO� FDSLWDO� DOORFDWLRQ�

GHFLVLRQV��

(DUO\� KDUPRQL]DWLRQ� DFWLYLWLHV� ZHUH� WR�

have�¿rms�approaching�international�markets�
to�lower�cost�of�capital�to�adopt�dual�¿nancial�
UHSRUWLQJ� V\VWHPV� �WKH� GRPHVWLF� DV� ZHOO� DV�

those� of� countries� where� the� ¿rm� is� listed),�
ZKLFK� JUHDWO\� UDLVHV� WKH� FRVW� RI� SUHSDUDWLRQ�

for� these� ¿rms.� Since� the� reconstitution�
of� the� International� Accounting� Standard�
Board� (IASB)�in�2001,� the�biggest�and�most�
VXFFHVVIXO� DWWHPSW� WR� KDUPRQL]H� DFFRXQWLQJ�
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$GRSWLQJ� ,QWHUQDWLRQDO� )LQDQFLDO� 5HSRUWLQJ� 6WDQGDUGV� LV� WKH� FXUUHQW� WUHQG� LQ�

harmonization� of� national� accounting� systems� to� enhance� comparability� of� ¿nancial�
reporting.�The�expected�bene¿ts�of�using�a�single�set�of�standards�throughout� the�world,�
KRZHYHU��DUH�TXHVWLRQDEOH�GXH�WR�LQKHUHQW�GLIIHUHQFHV�LQ�HFRQRPLF�DQG�SROLWLFDO�FRQGLWLRQV�

across� countries.� This� article� summarizes� recent� research� on� the� real� bene¿ts� of� IFRS�
DGRSWLRQ�RQ�WKH�FDSLWDO�PDUNHW�DQG�SURYLGHV�UHFRPPHQGDWLRQV�IRU�9LHWQDP�LQ�DGMXVWLQJ�LWV�

FXUUHQW�DFFRXQWLQJ�V\VWHP�

.h\�ZruGv��,QWHUQDWLRQDO�DFFRXQWLQJ�V\VWHP�FDSLWDO�PDUNHW��,)56

�3K'��)RUHLJQ�7UDGH�8QLYHUVLW\��(PDLO��DQK�QJX\HQ#IWX�HGX�YQ�
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��See�IFRS�Foundation�and�IASB.�July�2011.�Who�we�are�and�What�we�do.�$�JXLGH�WR�WKH�,)56�)RXQGDWLRQ�DQG�,$6%��GRZQ�
ORDGHG�IURP�ZZZ�LIUV�RUJ�RQ�6HSWHPEHU����������

V\VWHPV�VR�IDU�LV�WKH�LQWURGXFWLRQ�DQG�DGRSWLRQ�

of� the� International� Financial� Reporting�
Standards� (IFRS)� around� the� world.� � The�
IFRS’s�objective�is�to�develop�a�single�set�high�
TXDOLW\� RI� DFFRXQWLQJ� VWDQGDUGV� WR� HQKDQFH�

JOREDO� DFFRXQWLQJ� FRQVHQVXV� LQ� RUGHU� WR�

LPSURYH� DFFRXQWLQJ� LQIRUPDWLRQ� TXDOLW\� DQG�

FRPSDUDELOLW\��&XUUHQWO\��DOPRVW�����FRXQWULHV�

have� permitted� or� required� the� use� of� IFRS�
ZKLOH� WKH� UHPDLQLQJ� HFRQRPLHV� KDYH� VHW� XS�

timelines�to�adopt�or�converge�with�IFRS�in�the�
IRUHVHHDEOH� IXWXUH��� 0DQGDWRU\� FRQYHUJHQFH�

with� or� adoption� of� IFRS� results� from� an�
H[SHFWDWLRQ� RQ� WKH� SDUW� RI� UHJXODWRU\� ERGLHV�

that� the� use� of� IFRS� enhances� accounting�
information�comparability,�improves�¿nancial�
UHSRUWLQJ� TXDOLW\� DQG� FRUSRUDWH� WUDQVSDUHQF\�

to� consequently� bene¿t� investors� (e.g.,�
EC� Regulation� No.� 1606/2002).� However,�
DFFRXQWLQJ� LV� DIIHFWHG� E\� LWV� HQYLURQPHQW��

LQFOXGLQJ� FXOWXUDO�� OHJDO� IDFWRUV� DV� ZHOO� DV�

EXVLQHVV�RUJDQL]DWLRQ�DQG�RZQHUVKLS�SDWWHUQV�

�*UD\� ������ /D� 3RUWD� HW� DO�� ������ +RIVWHGH�

������/HX]�HW�DO���������&RXQWU\�GLIIHUHQFHV�

FDXVH�YDULDWLRQV�LQ�QRW�RQO\�DFFRXQWLQJ�UXOHV�

EXW�DOVR�DFFRXQWLQJ�SUDFWLFHV�DFURVV�FRXQWULHV��

Consequently,�whether�or�not�intended�bene¿ts�
of�IFRS�exist�in�the�real�world�is�an�empirical�
question.�As�¿nancial�reporting�is�inÀuenced�
E\�ERWK�UHJXODWLRQV�DQG�WKH�DSSOLFDWLRQ�RI�VXFK�

UHJXODWLRQV�� VLPSO\� PDQGDWLQJ� UHJXODWLRQV�

(in� this� case,� IFRS)� may� not� be� enough� to�
FKDQJH� WKH� FXUUHQW� UHSRUWLQJ� ODQGVFDSH��

:KLOH�UHFRJQL]LQJ�WKH�VXFFHVV�RI�GHYHORSLQJ�

D� FRPSUHKHQVLYH� VHW� RI� DFFRXQWLQJ� UXOHV� WR�

EH�XVHG�JOREDOO\�� UHVHDUFKHUV�KDYH�H[SUHVVHG�

concerns� over� the� intended� bene¿ts� of� such�
JOREDO�UXOHV�DV�LW�LV�YHU\�OLNHO\�WKDW�DQ�XQLIRUP�

VHW� RI� VWDQGDUGV� ZLOO� QRW� SURGXFH� XQLIRUP�

¿nancial� reporting� because� of� inherent�
differences�in�countries’�market�and�political�
IRUFHV� �%DOO� ������� 7KLV� DUWLFOH� SURYLGHV� D�

EULHI� UHYLHZ� RI� WKH� FXUUHQW� HPSLULFDO� UHVXOWV�

attesting� to� the� possible� bene¿ts� of� IFRS�
adoption�in�order�to�evaluate�the�net�bene¿t�of�
FXUUHQW�LQWHUQDWLRQDO�KDUPRQL]DWLRQ�WHQGHQF\��

%DVHG� RQ� WKH� HYDOXDWLRQ�� VXJJHVWLRQV� RQ� WKH�

PRUH�HIIHFWLYH�DSSURDFK�ZLOO�EH�SURYLGHG�

2.�Expected�bene¿ts�of�unifying�accounting�
vwDQGDuGv

2QH� LPSRUWDQW� TXDOLW\� RI� DFFRXQWLQJ�

LQIRUPDWLRQ� LV� FRPSDUDELOLW\�� ,Q� WKH�

growing� globalization� of� ¿nancial� markets,�
comparability� of� ¿nancial� reporting� across�
¿rms� in� different� countries� facilitates� the�
PRYHPHQW�RI�IXQGV�IURP�RQH�FRXQWU\�WR�DQRWKHU�

to� increase� capital� allocation� ef¿ciency� and�
reduce�costs�of�capital�for�¿rms.�If�¿rms�and/or�
FRXQWULHV�XVH�GLIIHUHQW�DFFRXQWLQJ�WHFKQLTXHV��

WKH� UHVXOWLQJ� LQIRUPDWLRQDO� H[WHUQDOLWLHV�

PD\�FUHDWH�FRVWV�RQ�XVHUV�GXH� WR� WKH� ODFN�RI�

FRPSDUDELOLW\��,I�WKH\�DUH�WR�LQWHUQDOL]H�WKRVH�

FRVWV��LW�ZRXOG�EH�PRUH�DGYDQWDJHRXV�IRU�WKHP�

WR�VZLWFK�WR�D�XQLIRUP�VHW�RI�UXOHV�WR�PLQLPL]H�

WKH�FRVWV��%DOO��������

$UJXPHQWV�VXSSRUWLQJ�WKH�GHYHORSPHQW�DQG�

mandatory�adoption�of�IFRS�are�based�on�the�
premise�that�IFRS�improve�¿nancial�reporting�
TXDOLW\� DQG� WKH� XVH� RI� D� VLQJOH� UHSRUWLQJ�

system� such� as� IFRS� enable� comparison� of�
¿rm� performance� across� countries.� IFRS�
LV� FRQVLGHUHG� WR� EH� PRUH� FDSLWDO� PDUNHW�
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RULHQWHG�� PRUH� FRPSUHKHQVLYH� ZLWK� UHVSHFW�

to� disclosures.� Higher� ¿nancial� reporting�
TXDOLW\�DOOHYLDWHV�WKH�LQIRUPDWLRQ�DVV\PPHWU\�

SUREOHP�� UHGXFHV� DGYHUVH� VHOHFWLRQ� SUREOHP�

DQG� UHGXFHV� WKH� HVWLPDWLRQ� ULVN�� (YHQ� ZKHQ�

IFRS� is� not� considered� to� be� superior� than�
WKH�RULJLQDO�QDWLRQDO�DFFRXQWLQJ�V\VWHP��PRUH�

comparable� ¿nancial� statements� induced� by�
WKH� XVH� RI� D� VLQJOH� VHW� RI� DFFRXQWLQJ� UXOHV�

enable� a� better� comparison� across� ¿rms,�
making� ¿nancial� information� more� useful.�
&RQVHTXHQWO\�� WKH� H[SHFWHG� FDSLWDO� PDUNHW�

bene¿ts�of�adopting�or�converging�with�IFRS�
DUH���L�� LQFUHDVH�PDUNHW�OLTXLGLW\�DV�LQYHVWRUV�

DUH� PRUH� LQIRUPHG� DQG� LQFXU� OHVV� FRVWV�

comparing� ¿rm� performance� and� therefore,�
more�willing�to�trade.�Reducing�international�
DFFRXQWLQJ� GLIIHUHQFHV� PHDQV� UHPRYLQJ�

FHUWDLQ�EDUULHUV�WR�FURVV�ERUGHU�DFTXLVWLRQV�DQG�

GLYHVWLWXUHV� WR� LQFUHDVH� WDNHRYHU� SUHPLXPV�

IRU� LQYHVWRUV�� �LL�� UHGXFH� FRVWV� RI� FDSLWDO�

WKDQNV� WR� OHVVHQLQJ� LQIRUPDWLRQ�DVV\PPHWU\��

,QFUHDVHG�GLVFORVXUHV�ZLOO�UHGXFH�WKH�OHYHO�RI�

LQIRUPDWLRQ� DVV\PPHWU\� EHWZHHQ� SRWHQWLDO�

EX\HUV� RI� VKDUHV� DQG� VKDUH� LVVXHUV�� DQG�

WKHUHIRUH�� ZLOO� UHGXFH� WKH� OHYHO� RI� GLVFRXQW�

at� which� ¿rm� shares� are� sold,� which�means�
ORZHULQJ� WKH� FRVW� RI� HTXLW\�� �LLL�� LPSURYH�

equity�valuation�as�¿nancial�reporting�is�now�
PRUH� LQIRUPDWLYH� DQG� XVHIXO� IRU� YDOXDWLRQ�

GHFLVLRQ�� /RZHULQJ� WKH� FRVW� RI� SURFHVVLQJ�

information� likely� increases� the� ef¿ciency�
ZLWK� ZKLFK� LQIRUPDWLRQ� LV� LQFRUSRUDWHG� LQ�

stock� prices,�which�means�market� ef¿ciency�
ZLOO�EH�LPSURYHG�

7KHUH� DUH�� KRZHYHU�� DUJXPHQWV� DJDLQVW�

the� effectiveness� of� adopting� IFRS.� While�
accounting�standards�can�inÀuence�the�quality�
of�¿nancial�reporting,�they�are�neither�the�only�

QRU�PRVW�LPSRUWDQW�IDFWRU��$V�DQ\�RWKHU�VHW�RI�

accounting�rules,�IFRS�allow�for�a�great�degree�
RI�PDQDJHPHQW�GLVFUHWLRQ��7KH�DSSOLFDWLRQ�RI�

DFFRXQWLQJ� UXOHV�� WKHUHIRUH�� SOD\V� D� JUHDWHU�

UROH� LQ� GHWHUPLQLQJ� UHSRUWLQJ� TXDOLW\�� � 'XH�

WR�GLIIHUHQFHV�LQ�FXOWXUDO��SROLWLFDO�DQG�VRFLDO�

YDOXHV��LW�LV�H[SHFWHG�WKDW�WKHUH�DUH�YDULDWLRQV�

RI� DFFRXQWLQJ� SUDFWLFHV� DFURVV� FRXQWULHV��

Adopting� IFRS� per� se,� therefore,� may� not�
SURGXFH� D� PDWHULDO� LPSDFW� RQ� LQIRUPDWLRQ�

TXDOLW\��&RQVHTXHQWO\��FDSLWDO�PDUNHW�LPSDFWV�

identi¿ed�in�the�previous�paragraph�could�be�
PLQLPDO�

3.�Empirical�evidence�on�the�bene¿ts�of�
XvlQJ�XQlIrup�DFFrXQwlQJ�vwDQGDuGv

The� adoption� of� IFRS� by� the� European�
Union� in� 2002,� effective� for� 2005� ¿nancial�
VWDWHPHQWV�PDUNHG�DQ�LPSRUWDQW�GHYHORSPHQW�

in� international� accounting� history.� Since�
WKHQ�� LQWHUQDWLRQDO�DFFRXQWLQJ� KDUPRQL]DWLRQ�

KDV� EHHQ� DFFHOHUDWHG� LQ� PDQ\� FRXQWULHV�� $W�

WKH�VDPH�WLPH��UHVHDUFKHUV�KDYH�GHYRWHG�JUHDW�

effort�in�evaluating�the�real�costs�and�bene¿ts�
of�IFRS�harmonization.�Given�the�signi¿cance�
of�accounting�changes�in�the�EU�when�IFRS�
LV�DGRSWHG��(8�FRXQWULHV�KDYH�EHHQ�WKH�PRVW�

common�setting�selected�for�research�on�IFRS�
adoption�bene¿ts.�

One� important� expected� bene¿t� of� IFRS�
DGRSWLRQ� LV� ORZHULQJ� FRVW� RI� FDSLWDO� IRU�

¿rms.�With� increased� and�more� comparable�
GLVFORVXUH�� WKH� LQIRUPDWLRQ� DV\PPHWU\�

SUREOHP�ZLOO�EH�OHVVHQHG��OHDGLQJ�WR�D�UHGXFHG�

OHYHO�RI�LQIRUPDWLRQ�ULVN�DQG�WKHUHIRUH��D�ORZHU�

FRVW�RI�FDSLWDO��$Q�HDUO\�VWXG\�RI�WKH�LPSDFW�RI�

IFRS�adoption�on�costs�of�capital� in� the�EU�
was� conducted� speci¿cally� for� the� ¿nancial�
LQGXVWU\� E\� 3DOHD� � ��������7KH� VWXG\� VKRZV�

that�the�adoption�of�IAS/IFRS�as�directed�by�
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the�EU’s�Regulation� 1606/2002� has,� indeed,�
UHVXOWHG�LQ�D�ORZHU�FRVW�RI�FDSLWDO��7KH�SXUSRVH�

of�fostering�a�cost-ef¿cient�functioning�of�the�
capital� market� for� ¿rms,� therefore,� could� be�
FRQVLGHUHG�WR�KDYH�EHHQ�DFFRPSOLVKHG���

Another� expected� bene¿t� of� IFRS� is�
LPSURYHG� YDOXH� UHOHYDQFH� RI� DFFRXQWLQJ�

information.� When� IFRS� can� eliminate�
accounting� choices� that� are� less� reÀective�
of� ¿rm� performance� but� rather� provide� a�
higher� degree� for� management’s� discretion,�
IFRS� adoption� will� result� in� less� earning�
PDQDJHPHQW� DQG� WKHUHIRUH�� EHWWHU� YDOXDWLRQ��

7KLV� K\SRWKHVLV� LV� VXSSRUWHG� LQ� %DUWK� HW�

DO�� � �������� 7KH� DXWKRUV� GRFXPHQW� KLJKHU�

DVVRFLDWLRQ� EHWZHHQ� DFFRXQWLQJ� QXPEHUV�

DQG� VWRFN� SULFH� IRU� LQWHUQDWLRQDO� DFFRXQWLQJ�

VWDQGDUGV� DGRSWHUV�� +RZHYHU�� WKH� UHVHDUFK�

GHVLJQ� XVLQJ�YROXQWDU\�DGRSWHUV� LV�XQDEOH� WR�

isolate�the�impact�of�IAS�and�¿rms’�reporting�
LQFHQWLYHV� DQG� HQYLURQPHQW� RQ� LPSURYHG�

YDOXDWLRQ�UHOHYDQFH�

/LPLWLQJ� WR� RQO\� RQH� FRXQWU\� LQ� WKH� (8��

Christensen�et�al.�I°’s�(2007)�examine�changes�
LQ�PDUNHW�YDOXDWLRQ�DQG�FRVWV�RI�FDSLWDO�XSRQ�

mandatory�adoption�of�IFRS�for�a�sample�of�
UK� ¿rms.� Differently� from� other� national�
*$$3��8.�*$$3� LV� FRQVLGHUHG� WR� EH� KLJK�

TXDOLW\� DFFRXQWLQJ� SUDFWLFHV� DQG� WKHUHIRUH��

the� switch� to� IFRS� may� only� improve� the�
comparability� of� ¿nancial� statements� with�
foreign� ¿rms� rather� than� increase� the� level�
of� disclosure.� Results� show� that� there� are�
YDULDWLRQV� LQ� WKH� FDSLWDO� PDUNHW� LPSDFWV�

associated� with� the� adoption� across� ¿rms,�
suggesting� that� the� intended� bene¿ts� cannot�
EH� UHDOL]HG� IRU� DOO� EXW� UDWKHU�� WKH� DGRSWLRQ�

RI� DQ� XQLIRUP� VHW� RI� DFFRXQWLQJ� UXOHV� EULQJ�

DERXW� ERWK� ORVHUV� DQG� ZLQQHUV�� 'HSHQGHQW�

upon� prior-IFRS� reporting� environment,� the�
PDQGDWRU\� DGRSWLRQ� RI� RU� FRQYHUJHQFH� ZLWK�

IFRS� imposes�differential� costs� across� ¿rms�
DQG� FRXQWULHV�� ,W� PD\� LQWURGXFH� VXEVWDQWLDO�

FKDQJHV� WR� WKH� YDOXDWLRQ� RI� EDODQFH� VKHHW�

LWHPV� DV� ZHOO� DV� WKH�PDJQLWXGH� RI� UHYHQXHV�

and� costs� recognized� in� some� ¿rms� while�
QRW� LQ� RWKHUV��$OVR�� LW� UHTXLUHV� D� QHZ� VHW� RI�

GLVFORVXUHV�ZKLFK�LV�JUHDWHU�WKDQ�WKH�RULJLQDO�

UHTXLUHPHQWV� LQ� VRPH� FRXQWULHV� EXW� QRW� LQ�

RWKHUV� �&KULVWHQVHQ� HW� DO�� ������� LQGLFDWLQJ�

WKDW�WKH�UHDOL]HG�LPSDFWV�YDU\�ZLWK�WKH�TXDOLW\�

of�¿nancial�reporting�before�IFRS.��

An� early� study� of� the� impacts� of� IFRS�
DGRSWLRQ� RQ� WKH� FDSLWDO� PDUNHW� IRU� D� ODUJH�

sample�of�countries�is�Daske�et�al.��’s�(2008)�
examination� of� how� IFRS� adoption� � affects�
market� liquidity,� cost� of� capital� and�Tobin’s�
q� for� ¿rms� in� 26� countries� around� the� time�
of� mandatory� adoption� of� IFRS.� The� use�
RI� PDQGDWRU\� DGRSWLRQ� VHWWLQJ� DYRLGV� WKH�

SUREOHP� RI� VHOHFWLRQ� ELDV� DQG� LVRODWHV� WKH�

LPSDFW� RI� DFFRXQWLQJ� UXOHV� DSDUW� IURP�

UHSRUWLQJ� LQFHQWLYHV�� 7KH� VWXG\� GRFXPHQWV�

evidence�that,�when�IFRS�is�adopted,�market�
OLTXLGLW\� LQFUHDVHV�� FRVWV� RI� FDSLWDO� DUH�

ORZHUHG�DQG�HTXLW\�YDOXDWLRQV�DUH� LPSURYHG��

Interestingly,� however,� such� bene¿ts� seem�
to�only� occur� in� countries�where�¿rms� have�
LQFHQWLYH� WR� EH� WUDQVSDUHQW� DQG� ZKHUH� OHJDO�

HQIRUFHPHQW�LV�VWURQJ��LQGLFDWLQJ�D�MRLQW�HIIHFW�

RI�ERWK�UHJXODWLRQV�DQG�HQIRUFHPHQW��,Q�RUGHU�

to�estimate�the�signi¿cance�of�¿rm� incentive�
on� the� capital� effects� of� IFRS� adoption,� the�
UHVHDUFKHUV� FRPSDUH� WKH� LPSURYHPHQW� LQ�

market� liquidity,� cost� of� capital� and�Tobin’s�
q� between� a� group� of� ¿rms� where� IFRS� is�
DGRSWHG�YROXQWDULO\�DQG�DQRWKHU�JURXS�ZKHUH�

IFRS�adoption�is�mandated.�While�applicable�
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DFFRXQWLQJ� UXOHV� DUH� WKH� VDPH� IRU� WKH� WZR�

JURXSV�� UHSRUWLQJ� LQFHQWLYHV� GLIIHU� EHWZHHQ�

WKHP�� 7KH� YROXQWDU\� DGRSWHU� JURXS� KDV� DQ�

incentive�to�switch�to�IFRS�to�internalize�the�
DGYDQWDJHV� RI� XVLQJ� D� KLJK� TXDOLW\� XQLIRUP�

DFFRXQWLQJ� VWDQGDUGV�� 7KH� PDQGDWRU\�

DGRSWHUV�� KRZHYHU�� KDYH� QR� VXFK� LQFHQWLYH�

EXW� WKH� DGRSWLRQ� LV� UDWKHU� LPSRVHG� RQ� WKHP��

7KH�PRUH� SURQRXQFHG� HIIHFWV� SUHVHQW� LQ� WKH�

group� of� IFRS� voluntary� adopters� caution�
the� premise� that� IFRS�mandate�would� result�
LQ� DQ� DGYDQWDJHRXV� FDSLWDO� PDUNHW� LPSDFWV��

7KLV� GRFXPHQWHG� HYLGHQFH� LV� FRQVLVWHQW�

with� researchers’� contention� that� IFRS�
LPSOHPHQWDWLRQ� LV� OLNHO\� KHWHURJHQHRXV�

DFURVV� FRXQWULHV�EHFDXVH� UHSRUWLQJ� RXWFRPHV�

greatly� inÀuenced� by� reporting� incentives,�
ZKLFK�DUH� LQ� WXUQ�VKDSHG�E\�QDWLRQDO�PDUNHW�

DQG� LQVWLWXWLRQDO� FKDUDFWHULVWLFV� �%DOO� �������

,Q� D� PRUH� UHFHQW� VWXG\��/L� ������� H[DPLQHV�

speci¿cally�the�impact�of�IFRS�adoption�on�the�
cost�of�capital.�The�author�¿nds�a�signi¿cant�
GURS� LQ� WKH� FRVW� RI� FDSLWDO� DIWHU� PDQGDWRU\�

IFRS� adoption.� Enhanced� disclosures� and�
LPSURYHG� LQIRUPDWLRQ�FRPSDUDELOLW\� DUH� WZR�

PHFKDQLVPV� EHKLQG� VXFK� GURS�� +RZHYHU��

similar� to�Daske� et� al.� ’s� (2008)� results,� the�
UHGXFWLRQ� LV� RQO\� SUHVHQW� LQ� FRXQWULHV� ZLWK�

VWURQJ� OHJDO� HQIRUFHPHQW�� 8VLQJ� D� GLIIHUHQW�

DSSURDFK�� $UPVWURQJ� HW� DO�� ������� ORRN�

at� investors’� reaction� to� news� about� IFRS�
DGRSWLRQ� LQ� WKH� (8�� $Q� DGYDQWDJH� RI� WKLV�

DSSURDFK�RYHU�WKDW�HPSOR\HG�E\�'DVNH�HW�DO��

�������RU�/L��������LV�WKDW�WKH�PDUNHW�UHDFWLRQ�

will�reÀect�the�net�bene¿ts�of�IFRS�adoption�
rather� than� speci¿c� bene¿ts.� Therefore,�
FRQVLGHUDWLRQ� RI� DQ\� FRVWV� DVVRFLDWHG� ZLWK�

IFRS�adoption�is�also�incorporated.�As�share�
price� reÀects� investors’� perception� about�

DFFRXQWLQJ�TXDOLW\�DQG�LQIRUPDWLRQ�ULVN��VKDUH�

price�will�increase�upon�IFRS�adoption�news�
LV� UHOHDVHG�� VKRXOG� WKH� DGRSWLRQ� LV� H[SHFWHG�

WR� LPSURYH� DFFRXQWLQJ� LQIRUPDWLRQ� TXDOLW\��

3RVLWLYH�UHDFWLRQ�LV�GRFXPHQWHG�XSRQ�DGRSWLRQ�

news�and�is�more�pronounced�for�¿rms�with�
ORZHU� TXDOLW\� SUH�DGRSWLRQ� LQIRUPDWLRQ� RU�

¿rms� with� higher� pre-adoption� information�
DV\PPHWU\�VXFK�DV�EDQNV��1HJDWLYH�UHDFWLRQ��

KRZHYHU�� LV� IRXQG� LQ� FRGH� ODZ� MXULVGLFWLRQV��

LQGLFDWLQJ�D�FRQFHUQ�RYHU�WKH�HQIRUFHPHQW�RI�

IFRS�in�those�countries.

Researchers�have�expressed�concerns�over�
the�ampli¿cation�of�the�impact�a�uniform�set�
RI� DFFRXQWLQJ� UXOHV� ZLOO� KDYH� RQ� WKH� FDSLWDO�

PDUNHW��$� UHSRUWLQJ�RXWFRPH� LV�D�SURGXFW� RI�

ERWK� DFFRXQWLQJ� PDQGDWHV� DQG� WKH� SUDFWLFH�

DQG� DSSOLFDWLRQ� RI� VXFK�PDQGDWHV�� 8QLI\LQJ�

DFFRXQWLQJ� UXOHV�� WKHUHIRUH�� ZLOO� QRW� HQVXUH�

uniform� ¿nancial� reporting.� Nobes� (1998)�
posits� that� a� country’s� ¿nancing� system�
LV� D� PDMRU� GHWHUPLQDQW� RI� LWV� DFFRXQWLQJ�

system� since� it� inÀuences� the� purpose� of�
DFFRXQWLQJ�� 'LVFORVXUH� TXDOLW\� LQ� VWRFN�

market�based�economies�such�as�UK�or�USA�
LV� IUHTXHQWO\� FRQVLGHUHG� EHWWHU� WKDQ� LQ� EDQN�

¿nanced� economies� such� as� Germany� or�
,WDO\�� )XUWKHUPRUH�� DV� DQ\� RWKHU� DFFRXQWLQJ�

regulation� does,� IFRS� offers� rooms� for�
management’s�discretion�in�valuation�as�well�
DV� GLVFORVXUH�� +RZ� PDQDJHPHQW� XVHV� LWV�

decision�power�is�inÀuenced�by�their�reporting�
LQFHQWLYHV�DV�ZHOO�DV�WKH�FXOWXUH��OHJDO�V\VWHP�

WKH\�DUH�IURP��)RU�H[DPSOH��/HX]�HW�DO���������

¿nd� legal� environment� inÀuences� a� ¿rm’s�
HDUQLQJV�PDQDJHPHQW�EHKDYLRU�ZKLOH�+DQ�HW�

DO�� ������� DQG� 1DEDU� DQG� %RRQOHUW�8�7KDL�

������� FRQFOXGH� WKDW� FXOWXUDO� IDFWRUV� DIIHFW�

a� ¿rm’s� accounting� practice.� In� addition,�
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WKH� TXDOLW\� RI� GLVFORVXUH� LV� GHWHUPLQHG� E\�

the� accountability� to� investors� (Sellhorn� and�
*RUQLN�7RPDV]HZVNL� ������� � &RQVHTXHQWO\��

WKH�VDPH�VHW�RI�DFFRXQWLQJ�UXOHV�PD\�WUDQVODWH�

LQWR�GLIIHUHQW�YHUVLRQV�RI� DFFRXQWLQJ� UHSRUWV��

dependent�upon�the�‘translators’�-�accountants.�
$V� VXFK�� LW� LV� H[SHFWHG� WKDW� LQWHUQDWLRQDO�

differences�in�¿nancial�reporting�practice�and�
TXDOLW\�FRQWLQXH�WR�H[LVW�ZKHQ�WKH�HFRQRPLF��

cultural� and� political� inÀuences� on� ¿nancial�
UHSRUWLQJ� UHPDLQ� ORFDO�� &RPSDUDELOLW\� RI�

DFFRXQWLQJ� LQIRUPDWLRQ�� WKHUHIRUH�� FRXOG� QRW�

be�achieved�just�by�adopting�IFRS.

��� &rQFoXvvlrQv� DQG� vXJJhvwlrQv� Iru�
9lhwQDp

([SHULHQFH�RI�WKH�(8�DQG�RWKHU�FRXQWULHV�LQ�

KDUPRQL]LQJ� WKHLU� DFFRXQWLQJ� V\VWHPV� WRZDUGV�

D� VLQJOH� VHW� RI� UXOHV� KDV� VKRZQ� WR� FUHDWH� D�

SRVLWLYH� LPSDFW� RQ� WKH� FDSLWDO� PDUNHW�� :LWK�

WKH� LQFUHDVHG�PDUNHW� OLTXLGLW\�� UHGXFHG�FRVW� RI�

FDSLWDO�DQG�LPSURYHG�VHFXULW\�YDOXDWLRQ��FDSLWDO�

will� be� allocated� to� more� ef¿cient� uses.� The�
GHJUHH�RI�VXFFHVV��KRZHYHU��LV�GHSHQGHQW�XSRQ�

HFRQRPLF�DQG�SROLWLFDO�XQGHUSLQQLQJV��$V�VXFK��

a� full� IFRS� adoption,� even� though� considered�
DV�D�PRUH�FRVW�HIIHFWLYH�DSSURDFK�LQ�GHYHORSLQJ�

GRPHVWLF�DFFRXQWLQJ� UXOHV��PD\�QRW�EH�DEOH� WR�

DFKLHYH� WKH� LQWHQGHG� OHYHO� RI� FRPSDUDELOLW\�

DQG�FUHDWH�KLJKHU� LQIRUPDWLRQ�SURFHVVLQJ�FRVWV�

for� investors.� Converging� with� IFRS� to� take�
into� account� country� speci¿c� characteristics� is�
DQ� DOWHUQDWLYH�� +RZHYHU�� DOLJQLQJ� WKH� QDWLRQDO�

systems� with� IFRS� is� costly� itself.� Given� the�
current�development�stage�of�Vietnam,�a�partial�
adoption�or�converging�with�IFRS�seems�to�be�
a�better�choice�to�make�sure�that�better�¿nancial�

UHSRUWLQJ� UHTXLUHPHQWV� DUH� LPSOHPHQWDEOH�

DQG� HIIHFWLYH�� )XUWKHUPRUH�� FRQYHUJLQJ� ZLWK�

IFRS� clearly� recognize� that� there� exists�
LQWHUQDWLRQDO� GLIIHUHQFHV� DFURVV� FRXQWULHV��

DYRLGLQJ�D�PLVFRQFHSWLRQ�DPRQJ�LQYHVWRUV�WKDW�

a� uniform� standards� create� uniform� ¿nancial�
UHSRUWLQJ�� ,QIRUPDWLRQ� FRVWV� DQG� LQIRUPDWLRQ�

ULVNV�DVVRFLDWHG�ZLWK�XQHYHQ�LPSOHPHQWDWLRQ�RI�

XQLIRUP�DFFRXQWLQJ�VWDQGDUGV�FRXOG�EH�OHVVHQHG��

thanks�to�users’�greater�awareness�of�such�costs��

Financial� reporting� is� inÀuenced� by� legal�
HQYLURQPHQW�� $� JRRG� VHW� RI� DFFRXQWLQJ�

UXOHV� ZLOO� QRW� WUDQVODWH� LQWR� KLJK� TXDOLW\�

DFFRXQWLQJ� LQIRUPDWLRQ� LI� OHJDO� HQIRUFHPHQW�

is�weak�and�outsiders’�right�is�not�suf¿ciently�
SURWHFWHG� XQGHU� WKH� ODZ�� 7KXV�� LQ� RUGHU� WR�

improve� accounting� quality,� Vietnam’s� legal�
V\VWHP� VKRXOG� DOVR� EH� UHQRYDWHG� WR� HQKDQFH�

implementability� and� protect� investors’�
SURSHUW\��

Also,�as�research�evidence�shows,�¿nancial�
UHSRUWLQJ� TXDOLW\� GRHV� QRW� RQO\� GHSHQG� RQ�

DFFRXQWLQJ� VWDQGDUGV� EXW� DOVR� UHSRUWLQJ�

LQFHQWLYHV�� 7KH� JUHDWHU� UROH� WKH� FDSLWDO�

PDUNHW� SOD\V� LQ� WKH� HFRQRP\�� WKH� KLJKHU�

WKH� UHSRUWLQJ� LQFHQWLYH� DQG� WKH� EHWWHU� WKH�

UHSRUWLQJ� TXDOLW\�� 7KLV� VHHP�WR�EH� FKLFNHQ�

DQG�HJJ�SUREOHP�EHWZHHQ�WKH�FDSLWDO�PDUNHW�

GHYHORSPHQW� DQG� DFFRXQWLQJ� LQIRUPDWLRQ�

TXDOLW\� VXJJHVWV� WKDW� ZKLOH� UHQRYDWLQJ� WKH�

accounting�system,�Vietnam�also�need�to�put�
its�best�efforts�in�increasing�the�signi¿cance�
RI� WKH� FDSLWDO�PDUNHW��$QG� ERWK� DFFRXQWLQJ�

V\VWHP� DQG� FDSLWDO� PDUNHW� GHYHORSPHQW�

VKRXOG� JR� KDQG� LQ� KDQG�� ZLWKRXW� HLWKHU� RI�

WKHP�ODJJLQJ�EHKLQG���

���When�IFRS�is�adopted,�investors�may�be�misled�into�believing�that�uniformity�of�standards�reduces�international�differences�
in�¿nancial�reporting�more�than�actually�the�case�(Ball�2006)
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