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Abstract 

Recent years have seen major changes in financial 

reporting worldwide under which the most obvious 

is the continuing adoption of IFRS worldwide. An 

upcoming economy on world economic map, India, 

too, decided to converge to International Financial 

Reporting Standards (IFRS). While regulators, 

standard setters and law makers sit together to 

rollout the road map for implementation of IFRS in 

India, a wide section of the industry is already 

debating about the impact that they are going to 

have on transitioning to IFRS.. This paper explores 

the impact of adoption of IFRS, challenges that will 

come up and its adoption procedure in India. It also 

discusses the problems faced by the stakeholders 

(Regulators, Accountants, and Firms etc) in the 

process of adoption of IFRS in India. Paper 

concludes with the ways through which these 

problems can be addressed.  

Key words: IFRS, Convergence, Indian GAAP, 

Stakeholders. 

1. Introduction 

Past few years have witnessed financial crisis 

(2007) by all economies of the world and that made 

us remember the downturn of 1920s. Stock markets 

which were treated as the indicators of financial 

health of any economy failed to predict in accurate 

terms what is in store in future.  It was difficult to 

explain rationally why the stock markets were 

furiously running up even as company balance 

sheets were still bleeding. Globalization of business 

environment made companies to list on stock 

exchange and in turn intensified the need for 

consistent worldwide reporting standards. IFRS 

fulfills this need by creating comparable, reliable, 

and transparent financial statements to facilitate 

greater cross-border capital raising, trade and better 

corporate governance practices. Thus, acceptance 

of IFRS is gaining momentum across the globe. 

The scope of our study is confined to India and the 

objectives of the paper is to highlight the 

implications of adopting IFRS in India after 

analyzing the provisions of IFRS, challenges which 

such adoption will pose and in the end provide 

suggestions to overcome such challenges. 

 

1.1 What is IFRS/IAS? 

―A single set of high quality, understandable and 

enforceable global accounting standards that 

require high quality, transparent and comparable 

information in financial statements and other 

financial reporting to help participants in the 

world’s capital markets and other users make 

economic decisions”  

 

Fig.1 

Source: www.ifrsportals.in 

http://www.ifrsportals.in/
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International Accounting Standards Committee 

May, 2000. 

IFRS comprises of: 

_ International Financial Reporting Standards 

(standards issued after 2001) 

_ International Accounting Standards (standards 

issued before 2001) 

_ Interpretations from the International Financial 

Reporting Interpretations Committee (issued after 

2001)  

_ Standing Interpretations Committee (SIC) - 

issued before 2001. 

 

 

 
Source: www.ifrsportals.in 

Fig 2.-The History of IFRS 

1.2 Historical background 

The origin of IFRs can be traced back to the early 

1970s, when the International Accounting 

Standards Committee developed a single set of 

international standards. These well-publicized 

amendments to ―International Accounting 

Standards (IAS) 39: Financial Instruments: 

Recognition and Measurement‖ have gained 

acceptance and traction in all major regions of the 

world. The origin, growth and development of 

IFRS has been depicted below in Fig.-2  

 

1.3 IFRS in India 

At present, Accounting Standards Board (ASB) 

formulates and issues accounting standards in India 

which are more or less in line with IFRS except for 

a few instances where departure is necessary to 

comply with the legal, regulatory and economic 

environment. Council of the Institute of Chartered 

Accountants of India (ICAI) opined in May 2006 

that adopting IFRS was considered and supported 

by the ASB. IFRS task force was set up to provide 

a road map for convergence and it decided to 

converge with IFRS from the accounting period 

commencing on or after 1 April 2011. In India, 

Ministry of Corporate Affairs carried out the 

process of convergence of Indian Accounting 

Standards with IFRS after a wide range of 

consultative process with all the stakeholders in 

pursuance of G-20 commitment and as result thirty 

five Indian Accounting Standards converged with 

International Financial Reporting Standards 

(henceforth called IND AS).  

Various categories of companies are required to 

carry out the convergence of Indian Accounting 

Standards with IFRS with effect from 1 April’ 

2011. Following are the deadlines for companies 

other than banking, insurance and non banking 

financial companies: 

 

 

http://www.ifrsportals.in/
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Fig 3 

Source: The road to IFRS in India:  A practical guide to IFRS 1 and first-time adoption by Grant Thornton 

Following are the deadlines for Insurance, Banking, Non banking financial companies: 

 

Fig 4 

Source: The road to IFRS in India:  A practical guide to IFRS 1 and first-time adoption by Grant Thornton 

 

 

2. A brief review of literature 

Most of the available literature on IFRS and its 

implementation cover the data from European 

Union. Few studies have been carried out analyzing 

the data from other countries including India. A 

study on the importance of the uniformity in 

reporting in an environment of technology up 

gradation and political reorganization of nations 

across globe was conducted by Joseph (2000) and 

it was seen that consistency in reporting enables to 

attract global entrepreneurs and investors by 

increasing the rate of investment and also lead to 

the integration of the individual economy to the 

International economy. Another study was 

conducted by Kannan (2003) regarding 

international standards with respect to banking 

operations and importance of corporate financial 

reporting in corporate governance and 

documentation of the changes occurred in corporate 

reporting practices and they provided justifiable 

suggestions for their gradual introduction in the 

Indian banking sector. Dangwal and Singh (2005) 

made certain valuable observations concerning 

quality of financial reporting which enables the 

banks to capitalize their underlying strengths, 

disclosure practices and social viability after 

undertaking a study of certain interesting issues 

with regard to the financial reporting of banking 

companies in India.  Lantto (2007) undertook a 

study to examine whether IFRS improved the 
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usefulness of accounting information in a code law 

country that has a strong system of legal 

enforcement and high quality domestic accounting 

standards and it was found out that IFRS have 

improved the relevance of accounting information 

in Finland but they also highlighted the concern 

about reliability of those financial statement items 

that are prepared using judgment. Capkun et al. 

(2008) analyzed the impact of mandatory change in 

financial reporting standards in European Union 

and found that the transition from local GAAP to 

IFRS had a small but statistically significant impact 

on total assets, equity, total liabilities and among 

assets the most pronounced impact on intangible 

assets and property plant and equipment. Siqi Li 

(2010) carried out a study of 1084 European Union 

firms during the period of (1995-2006), concluded 

that on average, the IFRS mandate significantly 

reduces the cost of equity for mandatory adopters. 

And also the reduction is present only in countries 

with strong legal enforcement and that increased 

disclosures and enhanced information 

comparability are two mechanisms behind the cost 

of equity reduction. Cai & Wong (2010) 

undertook a study of global capital markets and 

summarized that the capital markets of the 

countries that have adopted IFRS have higher 

degree of integration among them after their IFRS 

adoption as compared to the period before the 

adoption. Lantto & Sahlstrom (2009) also 

undertook a study of key financial ratios of 

companies of Finland and later found that the 

adoption of IFRS changes the magnitude of the key 

accounting ratios and also showed that the adoption 

of Fair Value Accounting rules and stricter 

requirements on certain Accounting issues are the 

reasons for the changes observed in Accounting 

Figures and financial ratios. Barth et al (2008) 

undertook a study of financial data consisting of 21 

countries examined whether application of 

IAS/IFRS is associated with higher accounting 

quality and the findings of the study confirmed that 

firms applying IAS/IFRS evidence less earnings 

management, more timely loss recognition and 

more relevance of accounting numbers. The study 

also found out that the Firms applying IAS/IFRS 

experienced an improvement in accounting quality 

between the pre-adoption and post adoption period. 

Epstein (2009) undertook to study Economic 

Effects of IFRS adoption by emphasizing on the 

fact that universal financial reporting standards will 

increase market liquidity, decrease transaction costs 

for investors, lower cost of capital and facilitate 

international capital formation and flows. Chen et 

al (2010) did a study of financial data of publicly 

listed companies in 15 member states of European 

Union (EU) before and after the full adoption of 

IFRS in 2005 thereafter found that the majority of 

Accounting Quality indicators improved after IFRS 

adoption in the EU and af there is less of managing 

earnings towards a target, a lower magnitude of 

absolute discretionary accruals and higher accruals 

quality. The study also showed that the improved 

accounting quality is attributable to IFRS, rather 

than changes in managerial incentives, institutional 

features of capital markets and general business 

environment. The findings of Goncharov and 

Zimmermann (2007) shows that the level of 

earnings management for firms that report their 

results under US GAAP is significantly lower, 

while the level of earnings management under 

German GAAP and IAS is roughly equal. Based on 

the evidence, they concluded that the different 

accounting choices embedded in different 

accounting standards influence the level of earnings 

management. Jeanjeana and Herve Stolowya 

(2008) did an analysis of whether the mandatory 

introduction of IFRS standards had an impact on 

earnings quality, and more precisely on earnings 

management and concluded that frequency of 

earnings management did not decline after the 

introduction of IFRS or International Financial 

Reporting Standard. Chand & White (2007) 

studied the convergence of Domestic Accounting 

Standards and IFRS and also demonstrated that the 

influence of Multinational Enterprises and large 

international accounting firms can lead to transfer 

of economic resources in their favor, wherein the 

public interests are usually ignored. As evident 

from the literature review, good number of studies 

carried out in different countries have highlighted 

the benefits of having single set of financial 

reporting standards across the globe. For the 

purpose of our study the focus of which is to study 

the implications of IFRS on the Indian corporate, 

the significant positive aspirations can be accounted 

for.  

 

3. RATIONALE BEHIND ADOPTING IFRS 

Policy makers all over the world are focusing their 

attention towards the implementation of IFRS and 

are also looking for the answers to the question as 

to why they should implement it when they are 

successfully following GAAP for so many years. 

Major reasons advanced for implementing IFRS are 

enumerated as: 

3.1-Globalization of finance:  

The key benefit of implementing IFRS is a common 

accounting system and framework which is 

perceived as stable, transparent and fair to the local 

and foreign investors which in turn lead to 

increased compatibility and comparability among 

different financial statements across the globe. This 

will eliminate multiple reporting at the entity level 

and also at the consolidated level. Indian firms need 

to globalize, and for this they need funds at cheaper 

cost which is available in American, European and 

Japanese Capital Markets. To meet the regulatory 
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requirements of these markets, Indian Companies 

are now mandated to report their financials as per 

IFRS. This will lead to cross border listing of 

shares and securities in other parts of the world and 

in turn cause globalization of finance.  

3.2-Competitive advantage: 

Indian entities will be able to initiate new 

relationships with investors, customers and 

suppliers internationally as IFRS provides a 

globally accepted reporting platform which will 

ultimately raise the reputation and relationship of 

the Indian corporate and give them   competitive 

advantage. Companies are also in a race to gain an 

edge over their competitors by trying to adopt IFRs 

at the earliest and also listing securities on stock 

exchanges world-wide to build their Brand image. 

Convergence with IFRS improves the risk rating 

and makes the corporate world more competitive 

globally as their comparability with the 

international competitors’ increases. 

3.3 -Professionalism: 

Service sector will get a boost as the 

implementation of IFRS in the corporate would 

require trained accountants, auditors, values and 

actuaries. Moreover, a single set of accounting 

standards worldwide would ensure that auditing 

firms standardize their training and quality of work 

is maintained globally which will move India 

towards accounting services hub.  

3.4-Statutory obligation: 

After the opening up of countries and removal of 

tariff barriers, it has been made mandatory and 

obligatory to report using IFRS as majority of stock 

exchanges require financial information presented 

according to the IFRS. In case of joint ventures 

with a venture partner operating in countries 

requiring IFRS, they need to follow the same 

accounting standards as their venture partner. The 

multinationals seeking to enter new markets and 

expand operations to a foreign country may need to 

report using IFRS in order to obtain an operating 

license or to raise capital.  

3.5-Economic growth: 

It has been observed from the above literature 

review that the number of countries across the 

world where IFRS is a recognized reporting 

framework continues to grow by exploiting 

opportunities to generate process and cost 

efficiencies. It will potentially open up 

opportunities to standardize, simplify and centralize 

financial reporting processes and functions as the 

use of a single global standard enhances the 

efficiency of capital allocation on a global basis and 

help reduce the cost of capital.  

 

4. CHALLENGES IN THE PROCESS OF 

ADOPTION OF IFRS IN INDIA 

By now we are clear as to the advantage of 

universally accepted accounting principles but its 

complete and fair adoption is not free from 

challenges. Major challenges that Indian corporate 

might face; 

4.1-Awareness of international practices: 

The entire set of financial reporting practices needs 

to undergo a drastic change after the adoption of 

IFRS to overcome the number of differences 

between the two GAAP’s. It would be a challenge 

to bring about awareness of IFRS and its impact 

among the users of financial statements. 

4.2-Training: 

The biggest hurdle for the professionals in 

implementing IFRS is the lack of training facilities 

and academic courses on IFRS in India. IFRS has 

been implemented with effect from 2011; but it is 

observed that there is acute shortage of trained 

IFRS staff. The Institute of Chartered Accountants 

of India (ICAI) has started IFRS Training 

programmes for its members and other interested 

parties. Yet there exists a large gap between 

Trained Professionals required and trained 

professionals available.  

4.3- Amendments to the existing law: 

A number of inconsistencies with the existing laws 

are other major challenges which are observed in 

the Companies Act 1956, SEBI regulations, 

banking laws and regulations and the insurance 

laws and regulations. Currently, the reporting 

requirements are governed by various regulators in 

India and their provisions override other laws. 

IFRS does not recognize such overriding laws.  

4.4-Taxation: 

Currently, Indian Tax Laws do not recognize the 

Accounting Standards. Therefore, a complete 

overhaul of Tax laws is the major challenge faced 

by the Indian Law Makers immediately. In July 

2009, a committee was formed by Ministry of 

Corporate Affairs of Government of India, with a 

view to identify the various legal and regulatory 

changes required for convergence and to prepare a 

roadmap for achieving the same. 

4.5-Fair value: 

IFRS which uses fair value as a measurement base 

for valuing most of the items of financial statements 

can bring a lot of volatility and subjectivity to the 

financial statements. It also involves a lot of hard 

work in arriving at the fair value and services of 

valuation experts have to be used. Moreover, 

adjustments to fair value result in gains or losses 

which are reflected in the income statements. 

Whether this can be included in computing 

distributable profit is also debated.  

4.6-Management compensation plan: 

This is because the financial results under IFRS are 

likely to be very different from those under the 

Indian GAAP. The contracts would have to be re-

negotiated by changing terms and conditions 

relating to management compensation plans. 
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4.7-Reporting systems: 

The disclosure and reporting requirements under 

IFRS are completely different from the Indian 

reporting requirements. Companies would have to 

ensure that the existing business reporting model is 

amended to suit the reporting requirements of 

IFRS. The information systems should be designed 

to capture new requirements related to fixed assets, 

segment disclosures, related party transactions, etc. 

Existence of proper internal control and minimizing 

the risk of business disruption should be taken care 

of while modifying or changing the information 

systems. 

4.8-Complexity in adoption: 

The researchers feel that the biggest risk in 

converging Indian GAAP with IFRS is the fact that 

the accounting entities underestimate the 

complexity involved in the process. Instead it 

should be recognized well in advance that teething 

problems would definitely creep in. Converting to 

IFRS will increase the complexity with the 

introduction of concepts such as present value and 

fair value. In IFRS framework, treatment of 

expenses like premium payable on redemption of 

debentures, discount allowed on issue of 

debentures, underwriting commission paid on issue 

of debentures etc is different than the present 

method used. This would bring about a change in 

income statement leading to enormous confusion 

and complexities. 

 

4.9-Risk in adoption: 

Implementing IFRS has increased financial 

reporting risk due to technical complexities, manual 

workarounds and management time taken up with 

implementation. Another risk involved is that the 

IFRS do not recognize the adjustments that are 

prescribed through court schemes and consequently 

all such items will be recorded through income 

statement. 

4.10-Time: 

95% of companies in Australia and in the European 

Union took more than a year to the complete IFRS 

transition, with 40% taking more than two years. 

Looking at the Indian scenario, we have already 

delayed the process from the very beginning. In 

other countries, regulators released final 

interpretations two to three years in advance of 

IFRS deadline and provided step-by-step transition 

road maps for companies. In India, ICAI took so 

long to finalize the standard—increasing the 

confusion around standard interpretation.  

4.11-Cost: 

The IFRS transition is expected to cost Indian firms 

between Rs. 30 lakh and 1 crore, with an average of 

16 internal and three external full-time staff 

dedicated to the transition. Fifty percent of adopters 

had to implement entirely new IT systems to 

accommodate IFRS; only 20% of companies did 

not implement systems changes. Costs such as 

auditor fees, systems changes, and reporting costs 

tend to overrun at the last minute.  

 

5. Conclusion 

From the above discussion it is very much clear that 

transition from Indian GAAP to IFRS will face 

many difficulties but at the same time looking at the 

advantages that this adoption will confer, the 

convergence with IFRS is strongly recommended. 

We have also seen that this transition is not without 

difficulties as to the proper implementation process 

which would require a complete change in formats 

of accounts, accounting policies and more extensive 

disclosure requirements. Therefore, all parties 

concerned with financial reporting also need to 

share the responsibility of international 

harmonization and convergence. Keeping in mind 

the fact that IFRS is more a principle based 

approach with limited implementation and 

application guidance and moves away from 

prescribing specific accounting treatment, all 

accountants whether practicing or non-practicing 

have to participate and contribute effectively to the 

convergence process. This would lead to 

subsequent revisions from time to time arising from 

its global implementation and would help in 

formulation of future international accounting 

standards. A continuous research is in fact needed 

to harmonize and converge with the international 

standards and this in fact can be achieved only 

through mutual international understanding both of 

corporate objectives and rankings attached to it. 

Though difficult, it is not impossible for the Indian 

corporate to implement IFRS in the prevailing 

conditions since the fundamentals are strong and 

will feel the impact of the new rules the most as its 

operations involve multiple financial instruments 

that face the brunt of the changeover. Critical third-

party contracts, debt covenants, and key leadership 

metrics will change with the change in accounting 

policies. Senior management at many companies 

views IFRS as a Finance priority because of the 

required changes in accounting practices. However, 

the impact of IFRS is truly cross-functional, 

spanning divisions and business units. Indian 

Corporate World which has been preparing its 

Financial Statements on Historical Cost Basis will 

have tough time while shifting to Fair Value 

Accounting. 

 

6. Suggestions to beat challenges 

The solution to the problem of professionalization 

of finance is that that all stakeholders in the 

organization should be trained and IFRS should be 

introduced as a full time subject in the universities. 

Timely steps should be taken to ensure amendments 

in the existing laws to the extent they are 

inconsistent with the provisions of IFRS. 
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 HR, Sales, Procurement, Legal, IT, and individual 

business unit (BU) owners often need to redesign 

key processes to accommodate IFRS. 

Taxation laws should address the treatment of tax 

liabilities arising on convergence from Indian 

GAAP to IFRS.  

Indian Firms will have to ensure that existing 

business reporting model is amended to suit the 

requirements of IFRS. Enough control systems 

have to be put in place to ensure the minimum 

business disruption at the time of transition. 

 Merely adopting International Financial Reporting 

Standards is not enough. Each interested party, 

namely Top Management and Directors of the 

Firms, Independent Auditors and Accountants and 

Regulators and Law Makers will have to come 

together and work as a team for a smooth IFRS 

adoption procedure. 

Indian banks have to gear up the process of hiring 

consultants to train their employees in International 

Financial Reporting Standards (IFRS) as they take 

the lead in ensuring compliance with the new global 

accounting standards. 

Indian firms are required to maintain their accounts 

under the new standard, starting April 2011. 

However, a comparative figure for the previous 

year has also to be provided, effectively advancing 

the transition to April 2010. It is high time that the 

Indian banks set up internal cells dedicated to IFRS 

accounting, according to bankers, although banking 

regulator Reserve Bank of India (RBI) is yet to 

clarify its position on the new accounting standard. 

To come up with the guidelines on the new 

accounting norm, a working group committee has 

been formed by the Indian Banks’ Association 

(IBA), the apex bankers’ lobby in the country, and 

RBI. It is important that the committee moves very 

fast with its target so that the down the stream 

implementation speeds up. 

To ensure that all the Firms are complying with 

adoption procedure, Indian lawmakers and 

Accounting Body (ICAI) should have a Financial 

Reporting Compliance Monitoring Board. Other 

than the job of monitoring the compliance part, the 

board can play the advisory role also for the firms 

on IFRS Adoption Procedure. 

Political pressure on International Accounting 

Standards Board (IASB) should be avoided from 

various interest groups like private sector and 

government agencies.  

 IASB should publicize standards developed by it 

and get support from the accounting profession, 

member countries and corporate management all 

over the world. 

 IASB should encourage member bodies to adopt 

IFRS and formulate and reformulate their rules that 

are in line with IFRS standards.‖(Compendium of 

Accounting Standards, the Institute of 

Chartered Accountants of India, New Delhi, 

India, 2006.). 

Indian companies must begin assessing the impact 

of IFRS and start planning immediately, dedicating 

full-time resources to the project. Companies that 

delay the effort expose themselves to several risks 

including restatement, cost overrun, reputational 

damage, and market risk. 

Companies that undertake the transition without 

extensive project planning have 25% less effective 

transitions. These companies are also much more 

likely to face auditor sign-off conflicts, 

restatements, and stock price falls as they come 

closer to the deadline. Not conducting internal and 

external reporting test runs has often caused 

companies to discover system bugs, process 

failures, and accounting errors too close to deadline 

to be fixed in time. Given the scale of its impact 

across functions, companies must approach 

adoption from a project management perspective to 

increase the likelihood of having a successful 

transition.  

IFRS adoption in India is inevitable. Indian 

Government and Accounting Body are taking every 

possible step for a smooth transition process. In this 

regard, self regulation is the answer which will 

ensure a complete and smooth adoption procedure. 

Awareness and proper Training should contribute 

to that process. Only enforcement mechanism will 

not help the procedure but an Advisor is also 

required. With all these systems in places, the IFRS 

adoption in India will become very smooth and 

accurate. 
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