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Abstract

The objective of the study was to identify benefits and challenges associated with the
implementation of International Financial Reporting Standard (IFRSs) in Ghana from account
and business managers’ perspective. The study used purposive sampling to collect data from
187 accounting professionals and managers in all business sectors of Ghana. Data was
analysed using descriptive and inferential statistics. A Kruskal-Wallis H non-parametric tests
(KW) was conducted to determine whether there are statistically significant differences of
perception among five groups of the level of professional affiliation and six groups of role
and position. The results revealed that the adoption of the IFRSs has among other benefits,
increase the quality of accounting information, increased investors’ confidence, increase
comparability of financial statement among companies both nationally and internationally,
reduced the cost of equity capital, made the preparation and auditing of financial statement
very transparent and easier. The findings also revealed that though the cost of implementation
was very high and accounts and business managers’ faced some challenges in the
implementation of the standards, the benefit derived from its implementation outweighed the
challenges. Respondents perceived that IFRSs is too complicated for adoption by SMEs.
They recommend that more training is needed to equip professionals in the effective
implementation of IFRSs.

The paper recommends that ICAG should conduct regular training for their members, other
implementers as well as owners and operators of SMEs on the IFRSs especially on the
emerging standards.
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1. Introduction

Studies into the perception of different categories of accounting professionals and managers
on the benefits and challenges of IFRSs after10 years of its adoption in Ghana is timely and
useful for investors, companies, accounting professions and the Ghana accounting standard
Board. It is of the view that the adoption of International Financial Reporting Standards
(IFRSSs) increase the quality of financial statement (Lenormand &Touchais, 2009, and Barth
et al. 2008). Research conducted in countries like Great Britain, Italy and Germany, by
latridis (2010); Paglietti (2009); Pannanen and Lin (2009) revealed that, the implementation
of IFRS has improved the quality of accounting information. Few studies have been done in
emerging countries like Ghana. After 10 years of adopting IFRSs, there is the need to study
the challenges and benefit accounting professionals encounter in implementing the IFRS in
Ghana. Many researchers including Gyasi (2010), Laga (2012), Kholeif (2008), Braun and
Rodriguez (2014) have indicated that, there is a need to conduct more research to assess the
challenges of the implementation of IFRS in developing nations. Irvine and Lucas (2006) also
indicated that there is the need to examine challenges encountered in actually implementing
IFRS in developing economies. This study therefore seeks to identify benefits and challenges
associated with the adoption of IFRS using accounts and business managers from the various
sectors in the Ghanaian economy.

2. Literature Review
2.1 Brief Background of IFRSs

One of the aims of IASB is to ensure that financial information is relevant, reliable and
understandable to enable users make an informed decision. This they hope to achieve through
the elimination of differences in accounting policies and principles between countries. IFRS
are accounting principles issued by International Accounting Standards Board (IASB) which
is anticipated to result in the harmonisation of the preparation of financial statement between
countries. According to Quigley (2007) for there to be capital market globalization,
accounting information should be harmonized. Researchers such as (Zeghal and Mhedhbi,
2006; Hassan et al., 2009; Gyasi, 2010) assert that harmonization of accounting information
across the globe will benefit developing countries because it provides them with a clear
accounting framework and principles. IFRS adoption is believed to enhance greater
transparency and disclosures in financial statements (Epstein, 2009, Adam, 2009). This will
eventually lead to the harmonisation of financial statement across borders. International
Financial Reporting Standards (IFRSs) replaced International Accounting Standard (I1AS)
which was issued since 1973 — 2000 by the International Accounting Standards Committee
(IASC), when International Accounting Standard Board (IASB) took over that responsibility
in April 1, 2001. (IFRS Foundation, 2010). IFRSs are more objective and principled based.
IFRSs was intended to meet the fundamental objective of financial reporting, which is to
measure economic activity. IFRS was developed from a balance sheet-perspective so it
begins with the definition of assets and liabilities adopting a fair value measurement approach.
According to Carson and Dowling (2010), financial information prepared and audited
according to a national accounting standards may not be useful to users due to the high level
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of globalisation of businesses and financial markets. IFRS leads to high-quality, transparent,
and comparable financial information. This is useful for International organisations, as it
helps investors, creditors, financial analysts, and other users of financial statements
thoroughly assess the performance of their investment. (Carson and Dowling, 2010; Latifah
et al., 2012). According to Scott (2012) investors expect financial statements to provide them
with useful information to enable them make an informed investment decision.

2.2 Benefits of IFRS Adoption

It was believed that, the adoption of IFRS will lead to true and fair presentation, transparency,
and comparability of financial statements. (DeFond et al. 2011; Lee & Fargher 2010). This
will intend increase the confidence of investors hence lower cost of capital. For developing
countries such as Ghana, it will increase the credibility of its domestic markets to foreign
capital providers and potential investors. Faraj and Akbar (2010). Gordon (2008) listed the
benefits from adaptation of IFRS over the world to include: better financial information for
shareholders and regulators, enhanced comparability, improved transparency of results,
increased ability to secure cross-border listing, better management of global operations and
decreased cost of capital. Studies conducted from 21 countries by Barth et al. (2008) revealed
that adoption of IFRS had reduced the level of manipulation of income and expenses to meet
financial expectations. Because IFRS demands higher disclosure levels, quality measurement
and recognition rules, financial statements are more transparent and reflects the economic
position, information asymmetries between firms and their shareholder is also reduced (Ding
et al. 2007; De Franco, Kothari & Verdi 2010). Mihai et al. (2012) and Ionascu et al. (2010)
indicated that following the implementation of IFRSs, the cost of capital of listed companies
on the BSE (Bombay Stock Exchange) decreased. A study conducted on Turkish companies,
after the implementation of IFRS, revealed that the quality of accounting information
increased Kargin (2013). Armstrong et al. (2010); Lenormand & Touchakis (2009) recorded
an improvement in the quality of accounting information after the adoption whiles Paananen
& Lin (2009) are of the view that the adoption of IFRS has led to a reduction in the quality of
the accounting information.

2.3 Challenges of IFRS Adoption

Michas (2010) Alp and Ustuntage (2009) and Zhang et al. (2007) are of the view that, the
implementation of IFRSs by developing countries comes with a lot of challenges. Some of
the challenges includes the complexity of the standards, fair value issues, cost, regulation,
lack of technical skills and knowledge in standards, inadequate education and training of
accountants (Schachler et al., 2012; Laga, 2012; Masoud, 2014). According to Obazee (2007),
challenges are cultural issues, mental models, legal impediments, educational needs and
political influences. Adopting IFRSs requires a country to blend its culture to the West and
reforms its regulatory, legal and economic structures. Investors, accountants, auditors,
preparers and users of financial reports must be trained and educated. Hoogendoorn (2010), is
of the view that the application of IFRSs is very complex and there are no sufficient
guidelines. As for the quantity of disclosure a survey conducted by KPMG (2007) including
18 of the largest European banks reporting under IFRSs concluded that the size of the annual
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reports under IFRSs has increased significantly compared to annual reports under local
GAAP. Dunne et al. (2008) investigated IFRS implementation in UK, Ireland and Italy and
pointed that an important issue identified in all three countries was related to staff training
and adapting to rapid changes. Certain standards were considered very technical and required
the assimilation of specific skills (such as IAS 39, IAS 19 and IAS 36). A study by lonascu et
al (2011) revealed that lack of active markets needed for fair values determination may
reduce the quality of accounting information presented in financial statements prepared in
accordance with the IFRSs. Another challenge identified was that because IFRSs is
principle-based, it may create avenue for earning management (Hong 2008; Chand, Patel &
Patel 2005; Jeanjean & Stolowy 2008). According to Rong- Ruey Duh (2006), the challenges
of IFRS adoption includes the ability of accountants to interpret standards, and the knowledge
level of financial statement users, preparers, auditors and regulators in accounting
information.

3. Methodology

A purposive sampling procedure was used to select 187 accounts and business managers
from various sectors of the Ghanaian economy. Data was collected from respondents using a
well-structured questionnaire containing both closed and opened ended questions.

The questionnaire was developed to solicit data and information from the respondents on
benefits and challenges associated with the implementation of IFRSs in Ghana. The
questionnaire comprises both open and close ended questions. In addition, a 5-point
Likert-scale ranging from Strongly Disagree (SD) to Strongly Agree (SA) was utilised. The
questionnaire was pre- tested, refined to suit the research context and finally administered to
the target sample through personal contact by the researcher. The data analysis made use of
both descriptive and inferential statistics with the help of SPSS.

4. Empirical Results

Table 1. Descriptive statistics of the respondents

Variable Sub level Frequency Percentage
Gender Male 148 80.0%
Female 37 20.0%
Age Below 20 years 5 2.7%
20-30 years 62 33.2%
31-40 years 49 26.2%
41-50 years 52 27.8%
51-60 years 14 7.5%
Over 60 years 5 2.71%
Level of education SHS/O-level/A-level 0 0.0%
HND 16 8.6%
Bachelor's Degree 60 32.4%
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Masters 90 48.6%
Doctorate 15 8.1%
Other 4 2.2%

Professional Member ICAG 106

affiliation 57.9%
Member ACCA 13 7.1%
Student member 26
ICAG 14.2%
Student member 28
ACCA 15.3%
Other 3 1.6%
None 7 3.8%

Description for the above table.

Descriptive statistics were used to analyse the background information of participants such as
gender, age, level of educational, professional affiliation, years of experience and the
business sectors of respondents. Data was collected from 187 accountants and managers from
all the business sectors of Ghana. Table 1 shows that, the survey had a male response rate of
80 percent and 20% female response. Majority of the respondents representing 54% of the
total respondents were between the ages of 31-50, 33% were between the ages of 20-30 years
of age, while 10% were above 50 and 60 years of age.

The table also reveals that, 49% of the respondents hold master’s degree, 32% holds
bachelor’s degree, 8% holds doctorate degree, 9% were Higher National Diploma degree
holders. This shows that respondents are highly educated and so will give an informed
opinion. The researcher tried to ascertain the number of respondents who are members of the
Institute of Chartered Accountants Ghana (ICAG) as they are responsible for regulating the
accountancy profession in Ghana. Table 1, shows that, 65% of the respondents are chartered
accountants with 58% being members of Institute of Chartered Accountants Ghana (ICAG)
and 7% being members of the Association of Certified Chartered accountants (ACCA). 14%
are students’ members of ICAG, and 15% students’ member of ACCA. 4% does not belong
to any professional body and the rest representing 2% are members of CIMA, CISA, CIT and
SM CTG. This analysis is very important because it shows the level of knowledge of
respondent in financial reporting.
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Respondents’ Role/ Position
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Figure 1. Respondents’ role/position
Description for above figure.

Figure 1 shows that, 35% of respondents were accountants, 38% were auditors, 6% are senior
partners and partners of auditing firms and the rest are general managers, managers, bankers
and tax mangers.

Table 2. Business sector

Business Sector Frequency Percentage
Private Company 132 70.6
Public Organization 37 19.8
Non-Profit 2 1.1
Other 12 6.4
Total 183 97.9

Description for the table above

Table 2 reveals that over 72% of respondents were from the private sector as opposed to 20%
from the Public sector, with the remaining fractions being Non-Governmental Agencies and
other institutions.
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Figure 2. Users of financial statement
Description for the figure above.

Figure 2, gives the users of the financial statement in Ghana and it can be seen that from the
perspective of accounts and business managers, individual investors, international investors,
financial analyst, creditors, government, the central bank of Ghana are the main users of
financial statement in Ghana.

Table 3. Reliability statistics (Cronbach’s alpha test)

Item Cronbach's Alpha Cronbach’s Alpha Based on N of Items
Standardized Items

Benefits 0.711 0.855 16

Cost and Challenges 0.794 0.804 21

Description for the table above.

Cronbach’s Alpha was used to measure the internal consistency and reliability for all items
on the scale. Benefit had 16 standardised items and cost and challenges had 21 standardised
items. Table 3 revealed that the Cronbach's Alfa based on standardized items was 0.855 and
0.804 respectively. This is acceptable in social science research (Field, 2009). The Inter-ltem
Consistency Reliability (ICR) of the measures used in this study is therefore highly
acceptable (Pallant 2011).

Table 4. Computed variables

ltems Mean Std. Error Std. Deviation Variance Skewness Kurtosis
Benefits 3.68 0.074 1.005 1.015 -0.793 0.597
Challenges 2.74 0.079 1.147 1.345 0.495 -0.699

Description for the above table.
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Table 4 shows the computed variables of means, standard deviation, variance, skewness and
kurtosis. The benefit shows a mean of 3.68 whereas cost and challenges gave a mean of 2.74
thus from the perspective of our respondents, the benefit of the adoption of IFRSs in Ghana

outweighs the cost and challenges of its implementation.

Table 5. Benefits after the implementation of IFRSs in Ghana

Statements ¢ SD 1SD % 2D % 3N % 4 A

1. Financial statement  3.94 1.003 9 4.9 7 38 24 130 92
meet the needs of users
2. Financial statement
provide a full 3.95 .954 5 2.7 10 54 28 152 87
disclosure of relevant
information
3. Financial statement
has increased
investors' confidence 381 924 4 2.2 8 44 49 271 77
4. Financial statement
provides better
information for
managers in 3.99 .89 5 2.7 5 27 29 1538 92
decision-making
5. Financial statement
has increased
transparency
386 .991 6 33 13 71 29 158 88
6. Financial statement
has increased
comparability of
financial information
7. Financial statement  4.05 1.002 8 4.4 5 2.7 24 131 79
has made it easy in
raising capital on
international market
8. Financial statement
has bridged the gap
between the localand  3.58 1.016 7 3.8 17 9.2 57 31.0 69
international market
9. Financial statement
has lowered the cost of
equity capital
10. Financial
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statement are easier to
audit

11. Financial
statement has reduced
the cost of audit

12. IFRS has
preparation of
Financial statement
easier

13. IFRS has increased
the quality of
accounting practice on
the whole

14. IFRS has increased
the quality of
accounting in Ghana
15. IFRS standards are
better than
rules-based standards
of Ghana GAAP

16. IFRS has played a
significant role in the
Ghanaian Economic
Growth

3.82

3.05

3.62

2.96

3.77

3.80

3.77

3.63

3.38

1.065

1.055

1.154

1.116

4.184

.957

991

1.034

9.22

6

10

18

13

19

5.4

9.9

7.1

10.6

3.3

3.9

3.3

4.9

3.3

10

32

20

43

33

10

12

16

19

5.4

17.6

11.0

24.0

18.0

5.5

6.6

8.7

10.6

74

34

64

31

59

44

32

44

42

18.5

35.2

17.0

33.0

24.0

17.7

240

23.0

411

80

58

78

43

67

95

78

83

63

435

31.9

42.9

24.0

36.6

52.5

42.6

454

35.0

18

50 272 184

10

40

15

33

37

43

33

55

22.0

8.4

18.0

20.4

235

18.0

10.0

182

182

179

183

181

183

183

180

Description for the table above.

Table 5 illustrate the perception of respondents on the benefit of IFRS after the adoption of
IFRS. Most of the respondents are of the perception that the adoption of the IFRSs in Ghana
has increased the quality of financial information in that it has led to full disclosure of
relevant information, has increased transparency in the preparation of financial statements
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hence user’s needs are met and investors’ confidence in financial statement has increased.
This support the assertion by Lenormand and Touchais (2009); Barth et al. (2008); Epstein,
(2009) and Adam, (2009) that adoption of IFRS leads to transparency and increase the quality

of accounting information. Respondent belief that IFRS adaptation has provided a better
information for managers in decision making. Again respondent sare strongly of the
perspective that the adoption of IFRSs in Ghana has increase the comparability of financial
statements among companies within the country and across borders and has bridged the gap
between local and international market. This coupled with the confidence investors now have
in the financial statement has made it easy to raise funds on the international market and has
reduced the cost of equity. This support the assertion by Faraj and Akbar (2010), that the
adoption of IFRS in developing countries will help them access the capital markets
internationally. Respondents were also of the view that IFRSs has made the preparation and
auditing of financial statement easier. Again they are of the view that IFRSs has increased the
quality of accounting information in Ghana and their better than principle-based standards of
Ghana GAAP however no without cost and challenges.

Table 6. Challenges after the implementation of IFRS in Ghana

Statements ¥ SD 1SD % 2D % 3N % 4A % 5SA %

T

1. Lack requisite skills and 213 1066 55 302 74 40.7 22 121 24 132 7 3.8
knowledge in IFRS

Standards

2. Standards are too 249 1109 33 181 71 39.0 32 176 41 225 5 2.7
complicated and difficult to

understand

3. Not enough professional 277 1138 23 127 63 348 33 182 55 304 7 3.9
specialists

4. Fair value issues area big 3.15 1.088 13 72 46 254 49 271 57 315 16 8.8
challenge

5. High cost incurred in 289 1077 19 105 46 254 58 32.0 49 271 9 5.0
installing computer

software to meet IFRS

6. Management are 298 1043 17 94 43 23.8 56 309 56 309 9 5.0
unwilling to make certain

disclosures

7. Ghana Accounting 262 1114 33 183 46 25.6 45 25.0 47 261 9 5.0
Standards was more easy,

practical and suitable than

IFRS

8. Ghana Accounting 269 1153 33 183 46 25.6 45 25.0 47 261 9 5.0
Standards is easy, practical

and suitable in the
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Ghanaian economy than

IFRS

9. Lots of money spentinthe 3.28 1.070 10 56 38 213 39 219 75 421 16 9.0
training of accounting staff

10. High fees spent on

external consultants 277 1166 24 134 55 30.7 42 235 45 251 13 7.3
familiar with IFRS

11. High additional fees to

auditors due to adoptionof  2.63 1.066 24 136 59 333 49 27.7 40 226 5 2.8
IFRS

12. Employment of

additional staff for the 254 1051 28 159 63 358 41 233 41 233 3 1.7

reporting activity
13. IFRS is complicated for

SMEs 330 1.102 13 73 33 184 43 240 70 391 20 11.2
14. Using IFRS in
preparation of financial 294 1130 17 95 53 296 42 235 55 30.7 12 6.7

statement is time consuming
15. IFRS is too subjective
16. IFRS lacks details

17. IFRS is too subjective 2.67 .955 13 7.3 69 385 61 341 27 151 9 5.0
and has increased the level 225 .985 38 211 79 439 34 189 23 128 6 3.3
of Fraud risk 261 1836 34 19.2 60 339 43 243 30 16.9 10 5.6

18. Professional training not

enough, training in IFRS is

needed 327 1202 21 119 31 175 37 209 64 36.2 24 13.6
19. IFRS have not made any

positive difference to

organization 246 1081 31 173 71 39.7 35 209 33 184 9 5.0
20. Not important at all my

employer adopted IFRS

21. IFRS appropriate for 221 1033 44 246 79 441 28 15.6 21 117 7 3.9
developed countries not a

developing country like 228 1202 50 284 65 36.9 18 102 31 176 12 6.8
Ghana

178

179

177

176

179

179

179
180
177

177

179

179

176

Description for the table above.

Tables 6 analysed the perception of respondents on the challenges after the adoption of IFRS.
The analysis revealed that, 71% of the respondents were of the view that, the accountants and
staff who are implementing the IFRS have the requisite skills and knowledge in the standards
but professional training are not enough, so more training in IFRS is needed. This support the
findings of Dunne et al. (2008). Over 50% of the respondents were of the opinion that, the
standards are not complicated and it is actually not difficult to understand. Respondents also
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disagree that IFRS lacks details, is too subjective and has increased the level of Fraud risk.
Rather respondents are of the view that the adoption of IFRS has made a positive impact on
organization as the benefits in Table 8 asserts to. This perception actually contradicts with the
view of Hoogendoorn (2006), that the application of IFRS is very complex and there are no
sufficient guidelines. Respondent belief that using IFRS in preparation of financial statement
IS not time consuming. 65% of respondents also disagree that IFRS is appropriate for
developed countries not a developing country like Ghana. However, respondents are of the
opinion that fair value issues are a big challenge as majority of the assets do not have an
active market and it is difficult to determine fair value for those assets. Respondent also agree
that a lots of money was spent in the training of accounting staff for the implementation of
the IFRS. That explain why now they have no issue with people with the requisite skill. This
support the assertion by Gyasi (2010); Laga (2012) and Schachler et al. (2012) that the
adoption of IFRS in developing countries will require more training for the accountants and
the service of consultants will be utilised to ensure full compliance of the standards.
Furthermore, respondents were of the view that IFRS is complicated for SMEs.

Non-Parametric Tests

Table 7. Kruskal Wallis H-test for Professional Affiliations

Member ICAG Member ACCA Student Member ICAG Student Member ACCA Kruskal Wallis H-test

(for all 4 groups)

Mean of Mean Mean of Mean Mean of Mean Mean of Mean Chi- square p value
Items Response Rank Response Rank Response Rank Response Rank
Benefits 3.98 86.43 3.69 83.08 3.48 73.78 3.64 90.54 1.979 0.577
Challenges 2.66 80.5 2.5 76.33 2.68 84.52 2.85 93.06 1.808 0.613

Table 8. Kruskal Wallis H-test for role and position

Auditors Accountant Senior Partners Partners  General Managers Managers Kruskal Wallis H-test
(for all 6 groups)
Mean of Mean Meanof Mean Meanof Mean Meanof Mean Meanof Mean Meanof Mean Chi- p

Items Response Rank Response Rank Response Rank Response Rank Response Rank Response Rank square value

Benefits 3.35 70 3.73 82 4.2 104 4.6 125 433 111 35 66.81 16.034 0.007

Challenges 2.72 77.96 2.77 78.47 3 85.1 2.2 49.1 2.88 8831 3 87.81 326 0.659

Description for the table above.

A Kruskal-Wallis H non-parametric tests (KW) was conducted to determine whether there
are statistically significant differences of perception among four groups of the level of
professional affiliation and six groups of role and position. The KW was conducted on mean
values of the two variables (Benefit and Challenges) computed and the results are shown in
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Table 7. The results of the KW test (Table 7) indicates that both members and students’
members of ICAG and ACCA agreed on the benefit and challenges of the adoption of IFRSs.
It can also be seen from table 8 that auditors, accountants, partners and managers also agree
that there are not much challenges in the adoption of IFRS in Ghana. Opinion regarding the
benefits of IFRS adoption are diverse between the respondents (since p<0.05).

5. Summary and Conclusion

This study solicited the opinion of accounting professionals and managers after the
implementation of IFRSs in Ghana, a developing country. The analysis of the responses
suggests that, respondent most of whom are chartered accountants and affiliate of ICAG, are
of the perspective that, the adoption of the IFRS has benefited both the preparers of the
financial statements and the users of the financial statement. They are of the view that IFRS
is important not only for developed nations but for developing countries as well. The study
also revealed that contrary to the view of other authors, the benefits of adopting the IFRS
outweighs the cost. More professional training in IFRS is needed. ICAG will have to put
measures in place to increase their training in that direction especially with the new IFRSs.
This paper has provided important insights from the Ghanaian accounting professionals and
managers on the benefit and challenges of IFRS after ten years of its implementation. The
results provided by this study are likely to be of interest to the ICAG and users of the
financial statements. Further studies should be conducted to compare benefit after
implementation across countries. Also the value relevance of accounting information before
and after the implementation of IFRSs in Ghana should be examined.
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