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Abstract

The International Accounting Standards Board (IASB) seeks to provide global financial reporting comparability of its Inter-
national Financial Reporting Standards (IFRS). The objective of this study is to propose an organizational dynamic that could
improve global comparability of financial reporting under IFRS through rigorous and homogeneous global enforcement.
We use the qualitative framework of Gioia et al. (Organ Res Methods 16:15-31, 2012) to identify the relevant literature,
methodologies, and organizational dynamics to understand the issues and changes needed to possibly achieve full-IFRS
financial reporting for cross-border listed firms. We draw on previous studies that provided evidence of limitations and issues
about comparability of financial reporting based on (not homogeneous) adoption, application, and enforcement of IFRS
worldwide. A content analysis of IASB’s deliberations in developing its interactions with (International Organization of
Securities Commissions (IOSCO)) and national regulatory bodies is used to provide evidence about the initiatives IASB has
undertaken to support the homogeneous global enforcement of its standards. Then, we prescribe an organizational dynam-
ics change for IOSCO, to enhance its engagement in promoting rigorous and homogeneous enforcement of IFRS globally.
Lastly, we propose that IOSCO review, at least once every three years, cross-border listed firms’ financial reports using a
comment letter approach. The results of such a review would be publicly available so that investors and creditors might be
able to ascertain whether the financial reports published by cross-border listed firms are comparable with their cross-border
listed competitors stating IFRS compliance.
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Introduction

Economies, investors, and creditors rely on the free flow of
capital and investments across different countries. Interna-
tional Financial Reporting Standards (IFRS) have become
the global language by which investors from across more
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than 165 countries make judgments regarding cross-border
investments. Moreover, some accounting academic studies
empirically document lower cost of capital, increased invest-
ments in a jurisdiction, increased liquidity, reduced inves-
tor forecast errors, and reduced abnormal returns or accrual
anomaly for firms after adopting IFRS (de Moura et al. 2020;
Kim and Lin 2019; Abad et al. 2018; Wang 2014; Brochet
et al. 2013; Horton et al. 2013; Mohammadrezaei et al. 2015;
Wang 2014; Yip and Young 2012; Tan et al. 2011).
However, the adoption of IFRS across borders continues
to be plagued with incomparable financial reporting between
firms listed across differing legal jurisdictions (Phan et al.
2020; Quagli et al. 2020; Mita et al. 2018; Felski 2017,
Mohammadrezaei et al. 2013). More recently, even the
IASB expressed significant concerns about the incompa-
rability in reported earnings subtotals allowed under IFRS
(IASB 2019). Hans Hoogervorst, chairman of the IASB,
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states (2019)! that little has been done to improve the com-
parability of financial reporting (CFR) of income statement
presentations. He contends that there is evidence that under
IFRS companies compute earnings subtotals differently. As
a consequence, investors create their own subtotals differ-
ently and this limits the comparability of income statement
subtotals, like operating income.

Moreover, issues in CFR could emerge within a single
country’s financial market. For example, investors on ones’
home country financial market may compare IFRS financial
reports (as well as performance indicators) of companies
incorporated in different countries but listed in their home
countries’ financial markets. Even if these companies’ finan-
cial reports are using IFRS, it is probable that comparability
is impaired between domestic and cross-border listed com-
panies using different levels of adoption, application, and
enforcement of IFRS.

First, each company could draft its IFRS financial report
according to the provisions of its home country. Each coun-
try may have adopted a different version of IFRS (Felski
2017; Zeff and Nobes 2010). Some could have adopted IFRS
as published by the IASB, whereas other countries may have
adopted IFRS with a lag or with differing versions of IFRS.

Second, comparable application may be impaired not only
when comparing reported earnings, but also when convert-
ing from companies’ differing home country language to the
host country’s language because of the influence of national
culture and country factors in this process (Kleinman et al.
2014). For example, Prather-Kinsey et al. (2018) found that
the term ““control” is interpreted differently conditional upon
management’s work location, and whether from a rules-
based vs principle-based accounting standards background.

Third, the enforcement of IFRS is also different between
legal jurisdictions (Kleinman et al. 2019; Brown et al. 2014).
CFR under IFRS may be impaired when enforcement is high
in one country, but not in the other.

The following example might be helpful in understand-
ing the potential complexities that affect comparability of
companies’ financial reports relative to adoption, applica-
tion, and enforcement of IFRS. An international investor is
interested in selecting among three investment options in the
securities of companies in the telecommunication industry,
all cross-listed or listed in the German capital market. We
consider two foreign companies, namely, Chunghwa Tel-
ecom Ltd. from Taiwan, and Swisscom AG from Switzer-
land, and one domestic company, namely Deutsche Telekom.
They are all similar in size (i.e., market capitalization) and
book to market ratio, and use the same set of accounting

U https://www.ifrs.org/news-and-events/2019/12/iasb-proposes-to-
bring-greater-transparency-to-non-gaap-measures/  (accessed  on
March 27, 2020).

standards, IFRS, for their consolidated financial statements.
The international investor may believe that the financial
reports of all three companies are comparable since they all
state some form of compliance with IFRS.

However, each company is in a country that has adopted
a different version of IFRS: Taiwan (Chunghwa Telecom
Ltd.) adopted IFRS as endorsed by the Financial Supervi-
sory Commission of the Republic of China (FSC) (T-IFRS)
where the timing of revenues may differ from that reported
under IFRS as published by the IASB. In fact, under T-IFRS,
Chunghwa’s revenue from selling the prepaid phone cards
is recognized at the time the card is sold by the Taiwan
Company, while under IFRS 15 paragraph 39 by IASB, an
entity shall “recognize revenue over time by measuring the
progress toward complete satisfaction of that performance
obligation,” namely over time as consumed. Chunghwa does
provide a disclosure of this different treatment in the man-
agement commentary, but the revenues of Chunghwa are not
categorized separately for prepaid phone card sales. Such a
disclosure leaves the investor uncertain as to the amount of
differences in revenue recognition timing between T-IFRS
and IFRS. Thus, comparing T-IFRS and IFRS financial
reports may require further analyses which increases com-
plexity for investors when the recognition of some revenue
categories differs for Chunghwa from Taiwan as compared
to companies applying IFRS as published by IASB like
Swisscom AG from Switzerland.

As highlighted by Doupnik and Richter (2003), differ-
ing home country languages could be a further source of
impaired comparability when converting financial reports to
the host country’s language. For example, Chunghwa Tel-
ecom Ltd. translated its Chinese financial reports to English.
Swisscom AG and Deutsche Telekom translated their Ger-
man financial reports to English. Translation to English can
be influenced by the translator.

With regard to lag, for example, South Africa adopts
IFRS as published, but European Union countries adopt
IFRS with carve-outs and sometimes with a substantial lag.
For example, IFRS 9 Financial Instruments with IFRS 4
Insurance Contracts (Amendments to IFRS 4) was effective
by the IASB on January 1, 2018, but the EU deferred appli-
cation of IFRS 9 to January 1, 2021. Consequently, delays
due to the EU endorsement procedure and thus differences
in effective dates for the adoption of any endorsed standards,
could lead companies of different countries to declare their
compliance with IFRS even if they refer to different version
of IFRS (endorsed or not).

IFRS are principle-based standards, and this implies the
necessity of an interpretation and/or a judgment when apply-
ing IFRS that could be affected by accountants’ country
and personal factors as highlighted by Prather-Kinsey et al.
(2018). The definition of “control” is an example of that as
IFRS 10 defines “control” as the power of an investor over
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an investee where the former has the ability to affect returns
through its power over the investee (IFRS 10:5-6; IFRS
10:8). The rules-based standards of US GAAP define “con-
trol” as having 50% or more of the voting rights of another
entity. The application of IFRS 10 could lead to a different
result from US GAAP, as the parent company might decide
to consolidate an investee under IFRS (40% ownership of
voting shares) based on differing interpretations of the term
“control.”

However, the differences in interpretation of terms may
be mitigated when all companies list on the same stock
exchange and, therefore, become subject to the same (high)
level of enforcement. In other words, the listing country’s
enforcement authority is acting as a regulatory body, in
enforcing IFRS for its cross-border listed companies regard-
less of the location of their home country.

In this study, we adopt a normative approach to provide
support for a global supranational regulatory body for all
cross-border listed firms that could enhance homogeneity
in the application and rigor in enforcement of IFRS as pub-
lished by the IASB for consolidated financial reporting.

The IASB’s stated objective is to provide financial report-
ing about an entity that is useful to existing and potential
investors, lenders and other creditors in making resource
allocation decisions (IASB 2018, {[1.2). One of its enhanc-
ing qualitative characteristics in providing useful financial
reporting is comparability.

‘Users’ decisions involve choosing between alterna-
tives, for example, selling or holding an investment,
or investing in one reporting entity or another. Conse-
quently, information about a reporting entity is more
useful if it can be compared with similar informa-
tion about other entities and with similar information
about the same entity for another period or another
date. Comparability is the qualitative characteristic
that enables users to identify and understand similari-
ties in, and differences among, items.” (IASB 2018,
92.24-2.25)

Extant studies provide evidence that financial report-
ing incomparability might be due to inconsistent adoption,
application, and enforcement of IFRS (ICAEW 2018).
Therefore, we review previous studies that discuss the diver-
gence of IFRS adoption between countries, [FRS application
between firms, and the extent to which these divergences
affect CFR. After reviewing these divergences in country
adoptions and company applications of IFRS, we study the
discourses of the IASB and IOSCO with national jurisdic-
tions to assess the volume of their enforcement-related inter-
actions overtime.

As Brown et al. (2014) observe, it is unlikely that the
mere adoption of one set of accounting standards alone will
automatically mitigate incomparable financial reporting.

¥

Tarca (2020) points out the potential large impact of vari-
ous factors at a national level on the compliance of IFRS
and, therefore, on the CFR. She also encourages further
research that investigates how various entity and country
factors interact to achieve comparability. In the same vein,
Kleinman et al. (2019) provide evidence of the persisting rel-
evance of national characteristics/settings even in a context
of undersigned agreements that settle supranational coopera-
tion and regulation.

There is also empirical support for the notion that homo-
geneous IFRS application requires a supranational enforcer
(Ball 2016, 2006; Pope and McLeay 2011; Schipper 2005).
Quagli et al. (2020) raises concern about the need for a
supranational enforcement agency in providing homoge-
neous enforcement of international accounting standards.
The objective of this study is to suggest an organizational
dynamic such that IOSCO, in corporation with national
regulatory bodies, should have a stronger role in the global
promotion of homogeneous enforcement of IFRS application
as published by the IASB for consolidated financial reports
of cross-border listed firms.

To achieve the objective of this study, we use a inductive
approach to define the theoretical framework, develop our
literature review, and state our research question. We adopt
the Gioia et al. (2012) qualitative theoretical framework to
frame our literature review and to prescribe an organiza-
tional dynamics change to achieve CFR globally (see Fig. 1).
First, we conduct a simple content analysis of the publicly
available documents and minutes of IASB and IOSCO meet-
ings with national regulatory bodies to understand the extent
to which TASB and IOSCO engaged between them and with
national regulatory bodies in pursuing the enforcement of
IFRS across jurisdictions. Then, we refer to Gioia et al.’s
framework (2012) to identify and prescribe organizations’
interrelationship dynamics change process. That is, given
the current context of IFRS adoption and application, we
recommend an organizational dynamic change such that
IOSCO increases its role as the portal for global enforce-
ment of cross-border listed firms’ IFRS-compliant financial
reports. To this end, we present the establishment of an
I0SCO Monitoring Board IOSCO MB) as the institution
to monitor and review the financial reports of cross-border
listed firms stating compliance with some form of IFRS.
I0SCO, through the IOSCO MB, would strictly collabo-
rate with national authorities and review, at least once every
three years, the financial report of firms that cross-border
list and state compliance with IFRS. This review would be
based on the comment letter approach as a dialog between
the cross-border listed firms and the IOSCO MB that would
deem the company as complying with full-IFRS or not at
the end of the process. This change is proposed to mitigate
differences in enforcement of IFRS at the country level and
thus enhance global CFR.
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Triggers of
Ambiguity

Fig. 1 Gioia et al. (2012) Inductive Research Approach

Our contribution to the literature is threefold. One is pro-
viding a review of studies on the differences in financial
reporting not only de jure but also de facto. Second, we
study the discourse about IFRS and its enforcement between
IASB and IOSCO with national regulatory bodies to assess
the extent of their actions toward global enforcement of
IFRS. Third, we propose an international organization
dynamic that is forward-looking as a next step in instituting
CFR across national jurisdictions. These results could be
useful to national standard setters and the IASB in meeting
its “usefulness” objective and CFR characteristic, and useful
to national accounting regulators and investors in achieving
a more efficient global capital market.

Following is the background. We argue, based on prior
studies, that there are differences in IFRS adoption, applica-
tion, and enforcement across the world and that these could
impair the de facto CFR of IFRS financial reports. Next is
the methodology, followed by the findings. These findings
are used to suggest a global organizational dynamic change
that could improve CFR of cross-border listed firms stating
compliance with IFRS. Lastly are the conclusions and limi-
tations of the study.

Literature review

We articulate our literature review to systematically dis-
cuss most part the potential sources of incomparability of
accounting information in an IFRS environment that have
been object of previous studies. To this end, we catego-
rized our literature review according to three lines of pos-
sible source of incomparability of accounting information:
adoption, application, and enforcement. We also addressed
our focus on the cross-border listed firms that are probably
more exposed to the risk of incomparability for all the issues
related to adoption, application, and enforcement.

Posited Response

Given current
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Literature review about differences in IFRS adoption
across the world

Adoption of IFRS has not been consistent across countries.
Some countries adopt IFRS as published by the IASB, while
others adopt IFRS with carve-ins and carve-outs (see Felski
2017) or adopt IFRS with a substantial lag. For example,
South Africa adopts IFRS as published, but the European
Union adopts IFRS with carve-outs and sometimes with a
substantial lag. That was the case of the EU that carved-out
from IAS 39 Financial Instrument, (1) the use of the “full
fair value option” for all financial assets and liabilities, espe-
cially regarding a company’s liabilities, and (2) the “hedge
accounting” provisions. The EU endorsement process of
IFRS has sometimes resulted in an EU IFRS adoption lag
for as many as three years. For example, IFRS 9 Financial
Instruments with IFRS 4 Insurance Contracts (Amendments
to IFRS 4), were effective on January 1, 2018, but the EU
deferred application of IFRS 9 to January 1, 2021. In Euro-
pean companies’ financial reports, they state compliance
with IFRS as adopted by the EU. In essence, the EU has
adopted IFRS but with carve-outs and lags.

If we refer to the information about IFRS adoption by
jurisdiction from the IASB’s website of March 13, 2020,
we find that of the 165 countries listed on the IASB website,
only 68 countries or approximately 41% of the countries
have fully adopted IFRS. By fully adopted we mean required
for domestic and foreign companies as published by the
IASB and without carve-ins and/or carve-outs and/or lags.

Zeft and Nobes (2010) argue that only a few countries
have “fully adopted” IFRS as many jurisdictions have not
incorporated the full text of IFRS without any change
directly and instantly into their national accounting regu-
lations. The lack of the IASB’s IFRS adoption comparably
across legal jurisdictions is what we define as “pseudo-
adoption” or a “CFR gap.” In this sense, the comparison of
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one country’s pseudo-IFRS-compliant company’s financial
reports with that of a another country’s pseudo-IFRS-com-
pliant company’s set of financial reports, may be mislead-
ing, as each country has endorsed its own version of IFRS
(De Luca and Prather-Kinsey 2018). Moreover, pseudo-
adoption timelines may vary across national jurisdictions
when IFRS must go through a co-endorsement process
like in the EU. In fact, Felski (2017) empirically finds that
the pseudo-adopted IFRS financial reporting can impair
CFR across countries. Felski (2017) examines countries
that modify adoption of IFRS to assess the extent to which
CFR is impaired. This study provides evidence that some
countries experience difficulties in implementing the lat-
est version of IFRS or ensuring proper translation of the
standards due to a lack of resources, while other countries
endorse IFRS with modifications to represent their finan-
cial reporting environment. It follows that the specifics of
how countries modify IFRS adoption may result in differ-
ences in comparable financial reporting between different
countries, though all state IFRS compliance.

Some studies find that pseudo-IFRS adoption results
in useful information. Mita et al. (2018) examine whether
the indirect effect of IFRS adoption results in increasing
foreign investors’ ownership through improvement in
CFR. Drawing on a sample of listed companies from18
countries, 2003 to 2012, the authors show that there is a
positive association between the level of IFRS adoption
(measured as fully adopt, partially adopt, adopt with delay,
or adopt with modification) and the level of CFR. Because
of this improvement in CFR, firms experience increases
in foreign investor ownership. Barth et al. (2008) find that
firms “exhibit less earnings management, more timely loss
recognition, and higher value relevance when complying
with IFRS than accounting amounts of firms that apply
domestic standards” immediately before and after IFRS
adoption. Generally, these results are consistent with the
notion that IFRS adoption improves CFR.

The seven largest developed countries in the world
include Canada, France, Germany, Italy, Japan, the UK,
and the USA. None of these economies fully adopted IFRS
for all its listed firms without carve-in or carve-outs. This
should be alarming as there have been times when these
economies were concerned that adoption of IFRS was not
achieved globally. For example, during periods of scandals
(e.g., Enron) and financial crisis (e.g., Asian of 1997 and
globally in 2008) there was demand by the G7 (as part of the
G20) for global regulation to limit asymmetric information
among market participants. Kothari and Lester (2012) argue
that the lax regulation during the financial crisis resulted in
the advent of the Great Depression of 2008. We contend
that one of the reasons the largest seven economies or the
G7 was not fully adopting IFRS may have been because of
the differences allowed in its application and enforcement.

¥

Also, management’s incentives, language, and country of
operations may influence application of IFRS.

Literature review about differences in IFRS
application across the world

Extant accounting research shows that application of IFRS’s
principles-based standards is influenced significantly by
management’s incentives, language, and country-related fac-
tors (e.g., socio-political and cultural environment) differ-
ently between countries. We provide a review of the litera-
ture that accordingly substantiates differences in application
of IFRS between countries.

Some managers are incentivized and governed by the
capital market, whereas other managers are incentivized by
creditors. Some managers seek capital market growth, while
others seek social responsibility. Moreover, some scholars
find evidence that over time, after countries adopt IFRS,
managers/accountants become familiar with IFRS and adapt
implementation of IFRS to meet their local needs (Liao et al.
2012; Larson 1997). Other authors (Lasmin 2011; Chua and
Taylor 2008; DiMaggio and Powell 1983) find that IFRS
adoption is driven more so by social legitimization pressures
than economic benefit pressures.

Ball et al. (2003) study 2726 East Asian companies’
annual earnings announcements and infer that “it is mislead-
ing to classify countries by standards, ignoring incentives.”
They find that financial reporting practice under a given set
of standards is significantly influenced by management and
auditor incentives. Burgstahler et al. (2006) study manage-
ment’s earnings reporting incentives for European private
and public firms in light of accounting standards harmo-
nization. The sample includes 378,122 firm-year observa-
tions during 1997-2003. They find that for public firms
of 13 EU countries, managements’ reporting incentives
explain earnings informativeness (especially in weaker legal
enforcement countries). Pope and McLeay (2011) study the
literature about EU’s adoption of IFRS. They find that the
application of IFRS adoption is not uniform across Europe
and depends on preparer incentives and the effectiveness of
local enforcement.

Liao et al. (2012) study the CFR output values (earn-
ings and book values) using 1153 French and 1236 German
firm-year observations. Their empirical results reveal that
output values are significantly influenced by management
incentives. They conclude that the properties of financial
reporting under IFRS vary between French and German
firms after the year of initially adopting IFRS. These differ-
ences are associated with institutionally influenced manage-
ment incentives varying between countries resulting in IFRS
being applied differently. Daske et al. (2013) study a large
panel of voluntary IAS adopters from 1990 to 2005 across
30 countries. They also find that IAS application depends
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on management’s reporting incentives. Through a single-
country analysis on Italian not-listed companies, Di Fabio
(2018) provides evidence that companies that apply IFRS in
their financial statements are leveraged and, in many cases,
financially distressed companies, differently from the UK
setting and similarly to Germany.

There is significant cross-sectional heterogeneity in
application of IFRS, some of which is related to manage-
ment’s corporate governance incentives. Managers may be
able to profit by giving a false signal to the market. Wéjcik
(2006) argues that differences exist in corporate governance
practices between countries and industries. Yoshikawa and
Rasheed (2009) find almost no evidence of convergence
in corporate governance between countries. They find that
while IFRS may be implemented comparably globally in
form, this usually is not carried out in practice due to differ-
ences in management incentives (Felski 2017). We conclude,
then, that application of IFRS may vary between countries as
a result of differing institutional factors influencing manage-
ment in application of IFRS.

In addition to management incentives, other accounting
studies imply that complex language, such as that of IFRS,
is subject to management obfuscation. Evans (2018) empha-
sizes that translation in accounting is not a simple techni-
cal, but a socio-cultural, subjective, and ideological process.
Beyond accounting practices, the legal and cultural back-
ground of a country affects the wording of national law itself
(Alexander et al. 2018). Different wordings in national laws,
and different interpretations of similar wordings in national
laws, can be explained by taking recourse to the philosophy
of language (Alexander et al. 2018).

Complex language commingles two latent components of
linguistics: the information component and the obfuscation
component. The information component of a language is
technical disclosures about a business and results in sym-
metric information between management and the market.
The obfuscation component of a language is the component
intended to increase asymmetry and reduce the informative-
ness of disclosures. Bushee et al. (2018) used conference call
transcripts from Thomson Reuters StreetEvents, returns, and
accounting data from CRSP Compustat and I/B/E/S manage-
ment forecasts from 60,172 firm quarters between 2002 and
2011. Their findings suggest that the information component
of linguistic complexity is negatively associated with infor-
mation asymmetry and that the obfuscation component of
information complexity is positively associated with infor-
mation asymmetry.

Language complexities resulting in information obfus-
cation can be intentional or unintentional. Bushee et al.
(2018) are referring to intentional information obfusca-
tion resulting in information asymmetry. English language

barriers can lead to unintentional obfuscated disclosures
by foreign firms. Unintentional obfuscation may arise from
non-English-speaking firms not speaking proficiently. Bro-
chet et al. (2016) discuss that because non-English firms
face institutional and cultural barriers in reporting in Eng-
lish, such may result in opaque disclosures to the finan-
cial markets. In other words, markets may face unintended
obfuscation from foreign firms presenting their financial
statements in a foreign language. Lundholm et al. (2014)
findings are contrary. They sample foreign private issuers’
Form 20-F filings and 10-K filing between 2000 and 2012
from EDGAR and Compustat. This resulted in a sample of
3499 foreign firm-year observation from 45 countries and
37,344 US firm-year observations. Their major finding was
that the readability of text and use of numbers in annual
filings of foreign firms were clearer and with more num-
bers than US firms. Lundholm et al. (2014) conclude that
“foreign firms are responding to a perceived reluctance
on the part of US investors to own them and attempt to
lower the investors” information disadvantage or psycho-
logical distance by providing clear disclosures. Findings
then are not conclusive regarding unintended obfuscation,
but clearly suggest opaque financial reporting using IFRS
whether a US or non-US filer. In the same vein, Prather-
Kinsey et al. (2018) conducted a survey of 180 English-
speaking accountants based in the USA and India. Their
findings suggest that accountants’ decision to consolidate
is significantly influenced by work location and core self-
evaluations. This is more evident when the term “control”
is interpreted according to the principles-based terminol-
ogy, rather than when it is interpreted using rules-based
terminology. This principles-based language may affect
CFR in an IFRS environment.

In addition to management incentives and language dif-
ferences, country location incentives (i.e., legal institu-
tion, product market competition, and governance struc-
ture between legal jurisdictions) may result in inconsistent
application of IFRS by those managers purporting to be
IFRS compliant (Ball et al. 2015, 2003, 2000; Daske et al.
2013; Burgstahler et al. 2006; Haw et al. 2004; Leuz et al.
2003; Fan and Wong 2002).

This review of previous studies confirms that interpreta-
tion and use of IFRS may differ between countries, reflect-
ing substantial and long-standing differences in manage-
ment’s application of IFRS principles-based standards
(Brown et al. 2014; Mohammadrezaei et al. 2013; Schip-
per 2005; Whittington 2005). The IASB itself still strug-
gles to provide comparable application and enforcement of
its IFRS globally. In fact, responding to investor demands,
the IASB has recently started a new project to achieve
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more “comparable information in the statement of profit or
loss and a more disciplined and transparent approach to the
reporting of management-defined performance measures
(‘non-GAAP’)” (IASB 2019).? Additionally, enforcement
of IFRS is questionable when most of the economies fully
adopting IFRS are in weak legal jurisdictions as defined
by La Porta et al. (1998).

Literature review about difference in IFRS
enforcement across the world

Several studies have demonstrated that the cost of capital,
liquidity, and others measures of financial markets efficiency,
in a IFRS context, depend upon the enforcement intensity
existing in different countries (Silvers 2016; Christensen
et al. 2013; Landsman et al. 2012; Armstrong et al. 2010;
Li 2010; Daske et al. 2008). When the enforcement sys-
tem is stronger, financial analysts’ estimates are more accu-
rate (Demmer et al. 2019; Preiato et al. 2015; Byard et al.
2011), institutional investors’ ownership increases (Florou
and Pope 2012), and earnings management behaviors and
accruals anomaly decrease (Kim and Lin 2019; Houge et al.
2012; Cai et al. 2011). Moreover, in countries with stronger
enforcement, financial disclosures improve (Gros and Koch
2018; Glaum et al. 2013). The lack of CFR is also empiri-
cally evidenced in the IFRS-based earnings in financial
reports of differing legal jurisdictions (Phan et al. 2020).
Abad et al. (2018) use market microstructure proxies for
information asymmetry to examine the effects of IFRS adop-
tion on the level of information asymmetry in the Spanish
stock market. They provide evidence that markets benefit
from the mandatory switch from local accounting standards
to IFRS as a reduction in information asymmetry, even in
case of lower enforcement-level jurisdictions.

In today’s capital markets, enforcement of account-
ing standards still takes places at national levels through
various types of regulatory structures such as local stock
exchanges, government agencies, and regulatory organiza-
tions (De Luca and Prather-Kinsey 2018). For example, in
European Union (EU) countries, standards must be endorsed
by the EU before they are sanctioned by the EU and its mem-
ber states. Enforcement in Europe is not under a common
supranational organization as the European Securities and
Markets Authority (ESMA) is an independent EU Authority
that simply fosters supervisory convergence among security
regulators. In the USA, IFRS is allowed for foreign private
issuers complying with IFRS as published by the IASB,
without reconciliation to US GAAP. The SEC enforces

2 https://www.ifrs.org/news-and-events/2019/12/iasb-proposes-to-
bring-greater-transparency-to-non-gaap-measures/  (accessed  on
March 9, 2020).
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foreign registrants’ financial reports using a comment letter
approach. After reviewing foreign registrant’s IFRS finan-
cial statements for compliance, the SEC issues a comment
letter for which a firm can remedy deficiencies or defend. A
resolution may come about after several rounds of discourse.
The comment letters then become public information unless
confidential treatment is granted by the SEC.

Comparability remains an open issue as the mere exist-
ence of a single authority that enforces both sets of standards
(IFRS and US GAAP) is not a guarantee in itself of com-
parability. But this issue probably goes beyond the scope
of our study. In fact, we aim at focusing on the compara-
bility issue within an IFRS environment and not between
IFRS and other sets of standards (as for example in the US
markets where there is a sort of competition among sets of
standards). The above examples provide some evidence on
possible differences in application and enforcement of IFRS
by differing legal jurisdictions.

It is widely acknowledged that without an effective global
enforcement system, it is difficult to achieve further improve-
ments in financial reporting through the adoption of high-
quality accounting standards (Quagli et al. 2018). Extant
studies highlight that the global accounting system lacks
a consistent rigorous enforcement mechanism to ensure
consistent and quality reporting of IFRS-compliant finan-
cial reports across legal jurisdictions (Kleinman et al. 2019;
Mohammadrezaei et al. 2013). At present, IOSCO is the
international body that brings together the world's securities
regulators, is recognized as the global standard setter for
the securities sector, develops, implements, and promotes
adherence to internationally recognized standards for securi-
ties regulation and works intensively with the G20 and the
Financial Stability Board (FSB) on global regulatory reform
(De Luca and Prather-Kinsey 2018; Kempthorne 2013). Its
objectives (IOSCO 2017b) are protecting investors, ensuring
that markets are fair, efficient, and transparent and reducing
systemic risk. IOSCO has several memorandums of under-
standing for enforcement, with the cooperation of over 130
national regulators (IOSCO 2019). Therefore, we believe
that IOSCO should assume a stronger role in promoting
homogeneous enforcement of IFRS worldwide, especially
for cross-border listed firms. To this end, we prescribe an
organizational dynamic change of IOSCO’s organization
structure to achieve CFR globally.

The efforts to achieve homogeneous
enforcement of IFRS worldwide

The objective of our study is to suggest a global organization
dynamic change in the enforcement of IFRS through IOSCO
to enhance CFR globally. First, we conduct a simple qualita-
tive analysis of the content of IASB and IOSCO documents
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to understand the trend and current status of CFR in appli-  Illustration of how # contacts were computed
cation and enforcement of IASB’s IFRS. We consider this
analysis as supplemental to our proposal of a global organi- Ny Date Type Topic External  Type of
zation dynamic. In fact, we aim at providing an up-to-date party external
picture of the current discourse and engagement level about party
the enforcement of IFRS among the main global actors, | December Meeting  IAS 37 North Insurance
IASB and IOSCO, and the national regulatory bodies. 20, 2006 Round- Ameri-
We use a computer-assisted qualitative data analysis table can
software (CAQDAS) package (Hoque 2018; Pratt 2009) discus-  Insurance
NVivo, to perform content analysis of IASB, and IOSCO sion Eﬁtszrs
deliberations. We imported a PDF version of each IASB and GNAIE
IOSCO public document into NVivo software and searched IAS 37 Allianz Insurance
for specific words within the documents using NVivo (Perk- Round-
iss et al. 2020). After establishing a procedure for classi- table
fying documents (according to the meeting to which they discus-
sion
belong and participants) and searching on select words, we IAS 37 AXA Insurance
run separate qualitative analyses of the IASB documents and Round- Group
I0SCO documents. table
discus-
s10on
IASB content analysis 2 November Meeting North Group of  Insurance
25,2008 American  North
To sort qualitative data, we perform a content analysis of Round Ameri-
IASB’s documents and events to see the effective status of tables—  can
. . .o Global Insurance
their stated efforts in achieving enforcement of IFRS through financial  Enter-
their discussion with enforcement bodies around the world. crisis prises
A search of the IASB’s website from 2006 to 2019 is con- (GNAIE)
ducted (https://www.ifrs.org). We also search the IASB’s 3  December Meeting  Asian Nippon Insurance
deliberations in developing an understanding of the his- 3, 2008 Round Life
.. . . . tables— Insurance
tory of its interactions with IOSCO and national regulatory Global Company
bodies. financial
From https://www.ifrs.org in the “News and Events” sec- crisis
tion we find a total of 597 IASB meetings and events that Asian Samsung  Insurance
include 9,585 documents from 2006 to 2019. We note which E(l;lll::l— Eiﬁrance
external participants are involved in the IASB meetings and Global C(;rpora—
events. That is, for every meeting we list all of those who financial ~ tion
participate. This information is provided in one of the doc- crisis
uments of every meeting. We then determine whether the 4  September IFRS Con- EY 16th  Allianz Insurance
participant is the TASB (internal) or non-IASB organization ;6?7 ference I(];izress
(external). We define a “contact” every time there is an offi- 2017 in
cial meeting or event jointly held or participated in by IASB coopera-
and an external party whose minutes are publicly available. tion with
Of the 597 meetings, we find that there were 562 contacts, gljuiljilzs
as above defined, between the IASB and external parties. We tion
provide the following example to illustrate how contacts are 5 September  Events EY 17th  Allianz Insurance
enumerated. As shown below, in the December 20, 2006, 6-7, IFRS
meeting there are 3 contacts: IASB with North American 2018 ZK(;)]HggreSS

Insurance Enterprises GNAIE, Allianz, and AXA Group. Or
in the meeting on December 3, 2008, there are 2 contacts:
IASB with Nippon Life Insurance Company and Samsung
Life Insurance Corporation. Thus, the number of contacts is
not the same as the number of meetings.

Next, we study, in depth, the 33 (out of 562) contacts
between IASB with IOSCO and other national regulatory
market authorities. These 33 contacts are associated with
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26 meetings. Following is an example of how data are
extracted and classified from a January 28, 2013, meeting.
In the meeting on January 28, 2013, the IASB discusses
the disclosures in financial reporting. We find 6 documents
of the meeting from their website. They are as follows.

Illustration of How a Data extraction and Classification of the IASB
Meeting on January 28, 2013 was Derived

Year Date Type Topic of Documents

meeting

2013 28 January Meeting IASB
Discussion
Forum:
Disclosures
in Financial
Reporting

Meeting
agenda.pdf

Papers: The
disclosure
problem:
setting the
scene.pdf

Papers:
Communi-
cation not
compliance
(Hermes
Equity
Ownership
Services).pdf

Papers:
Preparer
response
(HSBC).pdf

Papers:
Disclosures
in Financial
Reporting:
summary.pdf

Feedback
statement.pdf

By reading the meeting agenda of the above January 28,
2013 meeting, we find that there were several external par-
ties involved in this discussion. These parties are then classi-
fied into type. For example, the EFRAG is a European advi-
sory group, FASB in a national standard setter, etc. These
examples are presented in the illustration below.

Illustration of How of External Parties was Determined using an IASB
meeting on January 28, 2013

Year Date Type Topic of External Type of
meeting parties external
parties
2013 28 January Meeting IASB Dis- European European
cussion Financial advisory
Forum: Reporting  group
Disclo- Advisory
sures in Group
Financial (EFRAG)
Report-  gsma/ National
ng CESR Financial
Market
Authority
FASB National
Standard
Setters

Interna- National
tional Standard
Audit- Setters
ing and
Assurance
Standards
Board
(IAASB)

The Insti- Professional
tute of
Chartered
Account-
ants of
Scotland
(ICAS)

Hermes Company
Equity
Owner-
ship
Services

HSBC Bank

Novartis Company

Harding Company
Analysis

Interna- 10SCO
tional
Organiza-
tion of
Securities
Com-
missions
(I0SCO)

Autorité des National
marchés Financial
financiers Market
(AMF) Authority

KPMG Auditing

firm
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NVivo is useful in searching for specific content and
organizing large numbers of documents into years and
months (qualitative data analytics). We are interested in
researching whether any activity of the IASB in promoting
a consistent enforcement globally has occurred. Hence, we
use NVivo to search for the keywords “enforce” with its
stemmed words (such as enforcing, enforceable, enforce-
ment, enforceability) in all 9585 TASB documents. We are
aware that IASB is not an enforcement organization and does
not have any authority to issue enforcement rules or regula-
tions, to verify the compliance level, or to inflict sanctions.
We limit the content analysis only to keywords “enforce”
with its stemmed words. Thus, we simply expect to assess
the extent to which IASB has engaged with external parties
to promote and foster the enforcement of its standards across
the world. We find that enforcement activities are mentioned
in several documents. However, most of the references
regarding enforcement activities are mentioned in meetings
not participated in by capital market regulatory parties. They
mostly appear in the meeting with IFRIC, or IASB itself,
or joint IASB and FASB meetings. Thus, we run again this
analysis (search query with the keyword “enforce”) with the
documents from meetings that were participated in by mar-
ket regulatory bodies.

10SCO content analysis

We use content analysis to learn about IOSCO’s discussion
with IASB on enforcement of IFRS and other related topics.

Content analysis of all IOSCO documents from iosco.org,
in the “Media Room” and “Publications” including media
releases, articles, speeches, public reports, annual reports,
comment letters, information repositories, agreements, and
regulator’s statements, is conducted from 1989 to 2019. This
search results in 3,188 documents. NVivo is used to conduct
a content analysis of the total 3118 documents for the key-
words “International Accounting Standards Board,” “Inter-
national Accounting Standards,” “International Financial
Reporting Standards,” or their abbreviations. This NVivo
search results in a list of 338 from the total 3118 documents
(10.84%).

From this search we want to learn about whether there
are any enforcement-related discussions that IOSCO has
made with other regulatory bodies. NVivo is used to search
within the 338 documents for the keywords “enforce,” “reg-
ulate,” “penalty,” “comply,” “sanction,” or “support” and
their stemmed words. In fact, IOSCO is the global standard
setter for the securities sector and develops, implements,
and promotes adherence to internationally recognized stand-
ards for securities regulation. For this reason, we decided to
extend the content analysis to the aforementioned keywords
that relate to securities regulation activities. There are 316
documents (93.49% of 338 documents) found. Alternatively,

LLINT3 LLINT3

each time one of the key words appears, we define it as a
reference.

We then match the IOSCO content analysis time frame
with that of the IASB content analysis time fame. The time
frame of the IASB content analysis is from 2006 to 2019.
We then limit the 316 IOSCO documents to those within
this same time frame, 2006-2019, resulting in 239 IOSCO
documents and 17,132 keyword references.

Discussion of results
Content analysis of IASB’s meetings and events

In Appendix 1 we report Tables 1, 2, and 3

Table 1 in Appendix 1 illustrates the number of contacts
between the IASB with external parties from 2006 to 2019.
There are 562 contacts between the IASB and external
parties. The TASB has most of its contacts (24.56%) with
national standard setters. More than half of these contacts
are from joint meetings between the IASB and FASB (76
out of 138 contacts). However, we find only 2.14% (12
contacts) of total contacts with IOSCO and 3.74% (21 con-
tacts) with national financial market regulatory authorities.
IOSCO already has established relationships with over 130
national securities commissions in their respective jurisdic-
tions (IOSCO 2019) upon which the IASB could benefit. It
appears that the IASB affirmed the relevance of a homoge-
neous enforcement activity at the global level, but engaged
with national securities commissions and IOSCO only to a
limited extent. This was expected as the IASB is not (and
cannot act as) a regulatory body. Instead, thanks to the
engagement with its members national regulatory authori-
ties, [OSCO demonstrates to be in a potentially good posi-
tion to facilitate the global improvement of CFR through
rigorous and homogeneous enforcement of its standards
worldwide.

We then study, in depth, those documents from the
contacts of IASB with IOSCO and other National Market
Authorities (determined from the prior step). We find 33
such contacts from 26 meetings as is presented in Table 2
(Appendix 1) Most of these contacts are in 2009, 11 con-
tacts, the year after the financial crisis. Only four of these
33 contacts are with IOSCO: 2006, 2008, 2009, and 2013.
It is quite surprising that since 2013, the IASB has not had
a public discourse (meeting, conference, etc.) with IOSCO
in developing homogeneous IFRS enforcement with securi-
ties authorities across the globe. The heightened discourse
of IASB with IOSCO and capital market regulators during
the financial crisis speaks to the need of securing rigorous
monitoring and enforcement of IFRS reporting to provide
more efficiency and stability in the global financial markets.

¥
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Fig.2 Number of IASB Refer- 3000
ences and Documents from
10SCO’s documents with

IASB-related and enforcement- 2500
related terms by year 2006—
2019
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Next, NVivo is used to search for the keyword “enforce”
with its stemmed words (such as enforcing, enforceable,
enforcement, enforceability) in all 9585 IASB documents.
Then we include only those meetings that are participated
in by regulatory securities parties in Table 3 (Appendix 1).
In Table 3 (Appendix 1) we list the name of the document,
year, month, title of meeting, and references. A reference is
the number of times a keyword or its stem occurs in a docu-
ment. We find only 20 documents from roundtable meetings
and meetings with the IASB monitoring board held jointly
with regulatory securities parties that mention the key-
word “enforce.” Most of these documents were during the
financial crisis and tapered off after the year 2009. Again,
at least to the extent of the official meetings’ minutes con-
tent, this could suggest a limited engagement to achieve the
homogeneous enforcement of IFRS globally. After studying
the documents of Table 3 (Appendix 1), we conclude that
IASB promotes the enforceability of its standards, but the
efforts toward a consistent enforcement of IFRS throughout
the world still need to be strengthened. To the best of our
knowledge, there are no current formal projects on which the
IASB is working together with IOSCO or national market
authorities toward a converged global enforcement of IFRS
as published by the TASB.

Content analysis of I0SCO’s documents

The goal of searching IOSCO’s website, namely www.
iosco.org, is to learn about its enforcement activities, espe-
cially enforcement of IFRS. Table 4 (Appendix 1

Table 5 (Appendix 1

Figure 2 presents the same information, but in graphic
form. The peak year of the occurrence of these terms is
2017 (14.04%) and the lowest year of occurrence of these
terms is 2012. Most of the 2017 references (1670 of 2409)

¥

Number of Documents
Year

are in one document, namely “Methodology-For Assessing
Implementation of the IOSCO Objectives and Principles
of Securities Regulation.” However, the peak year of the
number of documents, 55, in which these terms appear, is
2018. This shows the growing discourse between IOSCO
and the IASB especially more recently. In fact, despite a
more fluctuating trend after 2010, we observe peaks in
2013, 2015, and 2017 in terms of number of references.
This provides some evidence that at least biennially the
topics related to the enforcement strategy are more recur-
ring in IOSCO meetings’ agenda. These results are prom-
ising because the greater the enforcement-related and
IASB-related discourse between IOSCO and the IASB,
the more likely a consistent and rigorous enforcement of
IFRS worldwide is on the forefront of their agendas.

Enforcement modeling and organizational
dynamics

Prior accounting research studies provide empirical evidence
that adoption, application, and enforcement of IFRS varies
across legal jurisdictions. Consistent with a rigorous qualita-
tive approach (Gioia et al. 2012), we propose an organiza-
tional dynamic with IOSCO as the enforcement promoter of
rigorous and homogeneous monitoring of national regulators
as well as the comment letter approach for IFRS enforce-
ment, especially for the case of cross-border listed firms stat-
ing compliance with IFRS. IOSCO has established relation-
ships with over 130 national regulators (Kempthorne 2013).

Of course, we do not believe that a stronger supranational
enforcement effort will solve all the incomparability issues
as raised by previous studies and summarized earlier in this
paper, but it could mitigate some of the enforcement differ-
ences at the country level. Moreover, through its surveillance


http://www.iosco.org
http://www.iosco.org

Improving the global comparability of IFRS-based financial reporting through global... 341

Fig.3 IOSCO Present Organi-
zation Structure
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activity, a global enforcement body could ask cross-border
listed companies to provide specific disclosures about the
differences that could arise from the adoption and/or appli-
cation of IFRS in different legal jurisdictions.

The issues related to adoption and application of IFRS
are not easily solvable. We propose to enhance the homo-
geneity of enforcement of IFRS at a global level to reduce
incomparability. As suggested by previous studies (Ball
2016, 2006; Pope and McLeay 2011; Schipper 2005), we
also believe that a global enforcement entity could help
in reducing application issues through the comment letter
approach that we present later in this paper.

Figure 3 is the current organization structure of IOSCO.
The president’s committee consists of 128 ordinary mem-
bers from 125 countries and meets annually. The IOSCO
Board, which includes 34 securities regulators, is the
standard setting body. Not only are developed countries
represented but growing and emerging markets are repre-
sented in IOSCO’s organization structure too. The regional
committees, focusing on regional issues, are represented
by all regions of the world.

At present, [OSCO (2019) is the largest international
body that has cooperation with over 130 of the world's
national securities regulators and.

e Isrecognized as the global standard setter for the securi-
ties sector,

e Develops, implements, and promotes adherence to inter-
nationally recognized standards for securities regulation;
and

e Works intensively with the G20 and the Financial Stabil-
ity Board (FSB) on the global regulatory reform agenda.

Its objectives (IOSCO 2017a, 2017b) are protecting inves-
tors, ensuring that markets are fair, efficient, and transparent
and reducing systemic risk.

IOSCO itself has already settled several principles
enforcement rules in securities regulation (IOSCO 2017a,
2017b). They resolved that the regulator should have com-
prehensive inspection, investigation, and surveillance pow-
ers as well as comprehensive enforcement powers as follows
(I0SCO 2017a, p. 6-7).
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e “The regulatory system should ensure an effective and
credible use of inspection, investigation, surveillance and
enforcement powers and implementation of an effective
compliance program.

e The Regulator should have authority to share both public
and non-public information with domestic and foreign
counterparts.

e Regulators should establish information sharing mecha-
nisms that set out when and how they will share this
public and non-public information with their domestic
and foreign counterparts.

e The regulatory system should allow for assistance to be
provided to foreign Regulators who need to make inquir-
ies in the discharge of their functions and exercise of
their powers.”

Regarding Issuers, IOSCO asserts that (IOSCO 2017a,
p. 8):

“there should be full, accurate and timely disclosure of
financial results, risk and other information which is
material to investors’ decisions. Holders of securities
in a company should be treated in a fair and equita-
ble manner. Accounting standards used by issuers to
prepare financial statements should be of a high and
internationally acceptable quality.”

Considering the milestones of IOSCO activities, we find
at least two key initiatives relative to surveillance of finan-
cial reporting. First, in 2002, [OSCO (2002) established the
Multilateral Memorandum of Understanding (2002 MMoU)
with its “objectives of protecting investors and ensuring that
markets are fair, efficient and transparent” (I0OSCO 2019).
This 2002 MMoU became the global benchmark for inter-
national cooperation in the enforcement of securities and
derivatives laws and regulations. Since the 2002 MMoU,
the lessons of the global financial crisis, and the experience
gained by the signatories to the 2002 MMoU, it became
critical to enhance information sharing and cooperation
between IOSCO members to meet its objectives.

In 2016 IOSCO established an Enhanced Multilateral
Memorandum of Understanding (IOSCO 2019; OICU-
I0SCO 2018) “with the expectation that its signatories will
increase the effectiveness of their investigations and the
enforcement of their jurisdiction's Laws and Regulations,
while recognizing the rights and privileges afforded to Per-
sons in their respective jurisdictions.”

EMMoU will co-exist with the MMoU, and this dem-
onstrates that [IOSCO’s enforcement is strengthening in
cooperation from national jurisdictions. The EMMoU gives
I0SCO some key powers such as: to obtain and share audit
work papers, communications, and other information; to
compel physical attendance for testimony (by being able to
apply a sanction in the event of non-compliance); to freeze

¥

assets if necessary; to obtain and share existing internet ser-
vice provider (ISP) records; and to obtain and share existing
telephone records. Additionally, the EMMoU envisages the
obtaining and sharing of existing communications records
held by regulated firms. These new powers, which are set
out in full in Article 3 of the EMMoU, will foster greater
cross-border enforcement cooperation and assistance among
national securities regulators, enabling them to respond to
the risks and challenges posed by globalization and advances
in technology since 2002.

In the EMMoU we find strong support for the need of
cooperation among regulators across jurisdictions that:

is critical to help ensure the seamless and efficient
regulation of globally active regulated entities, in a
manner fully consistent with the laws and requirements
of all the jurisdictions involved.

In the same document, IOSCO affirms (p. 3):

without enhanced supervisory cooperation and infor-
mation-sharing among the world’s securities market
regulators, many of the regulatory reforms that have
been proposed around the world may prove insufficient
to the tasks for which they are being designed. While
regulators have different supervisory approaches,
each has a common interest in information-sharing
and cooperation based on earned trust in each others’
regulatory and supervisory systems.

Moreover, the EMMoU affirms that (article 2(1)):
Enhanced MMoU sets forth the Authorities' intent
with regard to mutual assistance and the exchange of
information for the purpose of enforcing and securing
compliance with the respective Laws and Regulations
of the Authorities.

Later, the EMMoU affirms:

The Authorities represent that no domestic secrecy or
blocking laws or regulations should prevent the collec-
tion or provision of the information.

Article 3 affirms that:

The Authorities will provide each other with the Full-
est Assistance Permissible to investigate suspected
violations of, ensure compliance with and enforce their
respective Laws and Regulations.

The operative tool to solicit assistance is developing a
dynamic/document that is mutually agreed upon and reflect-
ing the confidentiality of the request. However, current
procedure starts only in case of suspected misconduct. We
believe that the EMMoU should monitoring financial infor-
mation of cross-border listed firms continuously.

3 (I0SCO, 2010, Principles Regarding Cross-Border Supervisory
Cooperation—Final Report, p. 31, available at http://www.iosco.org/
library/pubdocs/pdf/IOSCOPD322.pdf).
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Consistent with this, we suggest that the EMMoU
includes the application of IFRS financial reporting as pub-
lished by the IASB and a comment letter approach, espe-
cially for cross-border listed firms. Our proposed organi-
zational dynamic is based on the establishment of a new
body within IOSCO, namely the IOSCO Monitoring Board
(MB). The IOSCO MB would be composed of technical
experts, representative of countries across the globe. When
a company lists its securities outside of its home country
and states compliance with IFRS, the IOSCO MB should
be responsible for reviewing the firm’s filings and issuing
comment letters.

The comment letter approach requires several steps.
First the firm would request to IOSCO for filing of its IFRS-
compliant filings outside of its home country. At least once
every three years the IOSCO MB, together with the respec-
tive national authority, would review a cross-border listed
firm’s financial reporting filings and provide a comment
letter(s). These comment letters represent a dialog between
the cross-border listed registrant and the IOSCO MB. Each
time a firm is issued a comment letter, the registrant would
have 10 days to respond to the IOSCO MB or state why an
alternative time frame is requested. Firms must respond with
a detailed explanation to each of the queries in the IOSCO
MB’s comment letter(s). If a firm does not agree with the
I0OSCO MB’s request, they could request a reconsideration
or negotiate with the IOSCO MB. Then we suggest that once
the comment letter review process is completed between the
registrant and the IOSCO MB, IOSCO would then have up
to 10 days to disclose to the public the comment letter(s)
correspondence and IOSCO’s assessment of compliance
with IFRS.

Figure 4 illustrates the proposed IOSCO organization
modified structure with the MB review and IOSCO enforce-
ment of cross-border listed firms’ IFRS financial reports
according to the dynamic inductive model that, we believe,
better fits the processes and phenomena under investigation.
The MB would work through IOSCO using the comment let-
ter approach. Moreover, IOSCO could require cross-border
listed firms to cooperate with the MB through its MMoU and
EMMoU with cooperative nations. Finally, IOSCO would
assess whether the financial reports are full-IFRS compli-
ant or not and make all correspondence and its assessment
public.

However, the solution that we propose lies its probability
of success on the willingness of the corresponding govern-
ments to put resources and force behind every initiative that

IOSCO tries to undertake. Actually, the EMMoU is based
on the expectation that its signatories will, by availing them-
selves of new forms of assistance and continuing to provide
each other with the possible fullest assistance, increase the
effectiveness of their investigations and the enforcement
of their jurisdiction's laws and regulations. Therefore, the
establishment of the IOSCO MB and the adoption of the
comment letter approach will be effective to the extent to
which IOSCO members will support this initiative with
resources and actively collaborate with it in facilitating the
dialog between IOSCO and the cross-border registrants.
After all, IOSCO is encouraged by the efforts that its mem-
bers and signatories have made to reform legislation and
achieve compliance with the MMoU. Consequently, the
EMMoU is a step forward for IOSCO to further pursue
global and homogeneous enforcement along with the effec-
tive co-operation among its signatories.

Conclusions, limitations of the study,
and suggestions for further research

The objective of this study is to propose an organizational
dynamic for improving global CFR through rigorous and
converged global enforcement of IFRS. In the background
of this study, we reviewed previous studies which provided
evidence that adoption of IFRS varies by legal jurisdiction,
application of IFRS varies by company, and enforcement of
IFRS varies from weak to strong regulated national stock
exchanges.

As more than 165 countries have adopted some form of
IFRS reporting, investors need to be able to compare the
financial reports of firms listed across borders. The IASB
admits that CFR has yet to be improved. For example, they
argue that companies compute subtotals differently and
investors create their own subtotal differently such that com-
panies’ income statement subtotals, like operating income,
cannot be compared for similarities and differences.

We also observe the current status of IOSCO’s member-
ship, enforcement achievements, and organization structure
and review the market authorities’ comment letter approach
to establish a rigorous and global enforcement framework
for the IASB’s IFRS. After having transformed the static
data that we collected, observed, and analyzed based on a
rigorous inductive approach, we propose an organization
dynamics change for IOSCO. In the same vein of Quagli
et al. (2020), we believe that a global enforcement authority
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could achieve the homogenous enforcement of IFRS at a
global level. However, we are also aware that presently [FRS
enforcement activities are legally engrained at the coun-
try level. Therefore, IOSCO currently cannot intervene in
national state’s laws as it can only make recommendations,
should strengthen its engagement with local enforcement
authorities in promoting a homogeneous enforcement of
IFRS globally. We suggest IOSCO as the institution to moni-
tor and review the financial reports of cross-border listed
firms stating compliance with some form of IFRS. IOSCO,
through the IOSCO MB, would strictly collaborate with

national authorities and review, at least once every three
years, the financial report of firms that cross-border list and
state compliance with IFRS. Based on its review, IOSCO
would then deem the company as complying with full-IFRS
or not. The comment letters between a firm and IOSCO’s
MB and IOSCO’s assessment of IFRS compliance would
be made public by IOSCO once the review (comment letter
process) and assessments are complete. This review activity
could initiate firstly on a voluntary basis as a way to assess
its impact on financial markets and investors. Only at a later
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time, would it be possible to understand whether there is evi-
dence to mandate this IOSCO comment review letter process
for all cross-border listed firms stating IFRS compliance.
This approach would bring cross-border listed firms’ IFRS
financial reporting closer to CFR. Investors, then, would be
better able to compare the financial reports of IFRS firms of
different regulatory jurisdictions.

This study has several limitations. Generally, the set-
tlement of a supranational enforcement body may not
find acceptance by sovereign countries, that is, granting
IFRS regulation to another body. Even in EU, with its
highly integrated markets, IFRS enforcement authority
lies with the single member states and ESMA has only
a coordinating and recommending role. Moreover, we do
not contend that having a rigorous global-level enforcer
is all that is needed to obtain an efficient global capital
market. In fact, each element in the application and adop-
tion of IFRS would need to be perfected. However, we
believe that pursuing the consistency of enforcement at a
global level could be an additional way to mitigate sources
of incomparability of financial reporting of cross-border
listed firms due to ambiguities in adoption and application
of IFRS. Notwithstanding, there are multiple factors that
affect global capital market efficiency for which we do not
address in our proposed organization dynamics change.
For example, instituting IOSCO as the global enforcer
of IFRS is costly and these organization change costs
may outweigh the “usefulness” criterion to investors and
creditors. Few studies have evidence on a regulator’s costs
and benefits from IFRS adoption. As stated by Leuz and
Wysocki (2016) there is a paucity in empirical evidence
on the quantitative cost—benefit and its spillovers from a
single international regulatory body.

Companies will probably continue to conform to their
societal norms and local environments. Hence, we suggest
our organization change dynamic as a means to mitigate,
not totally eliminate, incomparability in IFRS enforce-
ment. Management may continue to have the incentive and
ability to provide opaque disclosures, but we believe that
more transparent disclosures will emanate from IOSCO’s
enforcement of firms’ financial reports. Local market
enforcers are interested in preserving the interests of their
local economies’ survival in the market place. IOSCO may
not be able to eliminate all biases in enforcement, but with
an international IOSCO monitoring board membership,

some of these biases may be dampened. Finally, we do
not address the IFRS Interpretations Committee’s timeli-
ness or lack thereof as an impediment to global CFR (see
Quagli et al. (2020)).

We do not contend that suggesting IOSCO as an enforce-
ment organization for IFRS is a cure-all, but we do suggest
it as a next step toward improving comparability in the finan-
cial reporting of cross-listed firms stating compliance with
IFRS. We also admit that we have no evidence of an existing
supranational enforcement scenario, but we believe that this
organization dynamic could address the issues raised by pre-
vious studies about the need of a supranational enforcement
body as a way to improve comparability of financial reports,
especially in the case of cross-border listed firms. Further
research is needed to empirically support this proposal and
provide an estimation on the cost of global securities regula-
tion enforcement of IFRS as published by the IASB through
IOSCO in cooperation with national regulatory bodies for
cross-border listed firms.

Appendix 1

See Tables 1, 2, 3, 4, and 5.

Table 1 Number of Contacts between IASB with External Parties
from 2006 to 2019

External Party(ies) Count of %
contacts

Academy 13 2.31
Auditing firms 36 6.41
Banks 30 5.34
Companies 69 12.28
European advisory group 17 3.02
Insurance 8 1.42
10SCO 12 2.14
National Financial Market Authorities 21 3.74
National Standard Setters 138 24.56
Other 65 11.57
Preparers 34 6.05
Professionals 102 18.15
Technical working groups 15 2.67
Users 2 0.36
Total of Contacts 562 100.00
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Table 2 Key facts of the 33 contacts from 26 meetings between IASB and Financial Market Authorities 2006-2019

No Year Date Type Title Authority party(ies)
1 2006 20 December Meeting IAS 37 Round-table discussion Securities and Exchange Commission
2006 20 December Meeting IAS 37 Round-table discussion International Organization of Securities Com-
missions (I0OSCO)
2006 20 December Meeting IAS 37 Round-table discussion Australian Securities & Investments Commis-
sion
2 2008 25 November Meeting North American Round tables—Global finan-  International Organization of Securities Com-
cial crisis missions (IOSCO)
2008 25 November Meeting North American Round tables—Global finan-  Securities and Exchange Commission
cial crisis
3 2009 20 January Meeting Financial Crisis Advisory Group Financial Crisis Advisory Group
4 2009 13 February Meeting Financial Crisis Advisory Group Financial Crisis Advisory Group
5 2009 5 March Meeting Financial Crisis Advisory Group Financial Crisis Advisory Group
6 2009 1-2 April Meeting Joint Trustees of the IASC Foundation—Mon- Monitoring board
itoring Board
7 2009 20 April Meeting Financial Crisis Advisory Group Financial Crisis Advisory Group
8 2009 22 May Meeting Financial Crisis Advisory Group Financial Crisis Advisory Group
9 2009 6 July Meeting Joint Trustees of the IASC Foundation—Mon- Monitoring board
itoring Board
10 2009 2 November Meeting North American Round tables—Fair Value Securities and Exchange Commission
Measurement
11 2009 27 November Meeting Asian Round Tables—Fair Value Measure- Financial Services Agency of Japan
ment
2009 27 November Meeting Asian Round Tables—Fair Value Measure- International Organization of Securities Com-
ment missions (IOSCO)
12 2009 11 December Meeting European Round Tables—Fair Value Measure- ESMA/CESR
ment
13 2010 1 April Meeting Joint Monitoring Board—Trustees of the Monitoring board
IASC Foundation
14 2010 28 October Meeting Joint Trustees of the IFRS Foundation—Mon- Monitoring board
itoring Board
15 2011 1 April Meeting Joint Trustees of the IFRS Foundation—Mon- Monitoring board
itoring Board
16 2012 12 July Meeting Joint Trustees of the IFRS Foundation—Mon- Monitoring board
itoring Board
17 2013 28 January Meeting IASB Discussion Forum: Disclosures in ESMA/CESR
Financial Reporting
2013 28 January Meeting IASB Discussion Forum: Disclosures in International Organization of Securities Com-
Financial Reporting missions (I0SCO)
2013 28 January Meeting IASB Discussion Forum: Disclosures in Autorité des marchés financiers (AMF)
Financial Reporting
18 2014 27-28 January Meeting Joint IFRS Foundation Trustees and Monitor- ~ Monitoring board
ing Board
19 2015 2 February Meeting Joint IFRS Foundation Trustees and Monitor- ~ Monitoring board
ing Board
20 2017 29-30June IFRS Conference IFRS Conference in Amsterdam The Netherlands Authority for the Financial
Markets
21 2017 7-8 September IFRS Conference EY 16th IFRS Kongress 2017 in cooperation  Deutsche Priifstelle fiir Rechnungslegung (DPR)
with the IFRS Foundation
22 2017 18 September Investor event Joint investor outreach event in Milan Organismo Italiano di Contabilita (OIC)
23 2017 4-5October  IFRS Conference IFRS Conference in Dubai Dubai Financial Services Authority
24 2018 28-29 June IFRS Conference IFRS Foundation Conference in Frankfurt Financial Reporting Enforcement Panel (FREP)
2018 28-29 June IFRS Conference IFRS Foundation Conference in Frankfurt ESMA/CESR
25 2018 6-7 September Events EY 17th IFRS Kongress 2018 Deutsche Priifstelle fiir Rechnungslegung (DPR)
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Table 2 (continued)

No Year Date Type Title Authority party(ies)

26 2018 29-30 October Education Meet the Experts—with contributions from ESMA/CESR
the IFRS Foundation and PwC

Table 3 Documents that Contain the Keyword “enforce” of the Meetings Participated in by Securities Regulatory Authorities 2006-2019

Document Year Month Title of meeting References
TAS 37 Round-table Discussions: Background materials 2006 Dec TAS37 Round Table 1
Submissions for the London public roundtables 2008 Nov  European Round Table 3
Round-Table Meeting on Global Financial Crisis 2008 Nov  North American Round Table 1
Consolidation Round table paper 2009 Jun North American Round Table 2
Consolidation Round table paper 2009 Jun European Round Table 2
Changes in the IASC Foundation Constitution 2009 Apr Meeting of the IFRS Foundation Monitoring Board and 2
the Trustees
Draft Report of the IASB Chairman 2008 2009 Apr Meeting of the IFRS Foundation Monitoring Board and 2
the Trustees
IASB Expert Advisory Panel. Measuring and disclosing 2009 Nov  North American Round Table 1
the fair value of financial instruments in markets that
are no longer active
IASB Expert Advisory Panel. Measuring and disclosing 2009 Dec European Round Table 1
the fair value of financial instruments in markets that
are no longer active
Presentation: IASB and the IASC Foundation 2009 Apr Meeting of the IFRS Foundation Monitoring Board and 1
the Trustees
Draft IASC foundation financial report 2008 2009 Apr Meeting of the IFRS Foundation Monitoring Board and 1
the Trustees
Strengthening Transparency and Accountability 2009 Apr Meeting of the IFRS Foundation Monitoring Board and 1

the Trustees
Report of the IASB Chairman: Report on Convergence 2010 Oct Meeting of the IFRS Foundation Monitoring Board and 1

and other IASB activities the Trustees
Strategy Review Comment Letter Summary 2011 Apr Meeting of the IFRS Foundation Monitoring Board and 2
the Trustees
Chairman of Trustees Report: Trustees’ strategy review 2012 Jul Meeting of the IFRS Foundation Monitoring Board and 2
and monitoring board. Governance review—status the Trustees
update
Discussion Forum—Financial Reporting Disclosure 2013 May  IASB discussion forum 5

Feedback Statement
Report of the Chair of Trustees: Implementation of the 2014 Jan Meeting of the IFRS Foundation Monitoring Board and 6
Strategy and Governance Reviews the Trustees
Report of the IASB Chairman 2014 Jan Meeting of the IFRS Foundation Monitoring Board and 4
the Trustees
Report of the Chair of the Trustees: Update on Strategic 2015 Feb Meeting of the IFRS Foundation Monitoring Board and 1
planning the Trustees

IFRS: Truly Global Accounting Standard 2015 Feb Meeting of the IFRS Foundation Monitoring Board and 1
the Trustees
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Table4 NVivo analysis of IASB Content from IOSCO’s Documents 2006-2019

Number of Proportion

documents
All IOSCO documents from iosco.org (include media releases, articles, speeches, public reports, annual reports, 3118 100%
comment letters, information repositories, agreements, and regulator’s statements)
1st search: (from all IOSCO documents) 338 10.84%
Keywords: “IASB” OR “IFRS” OR “IAS” OR “International Accounting Standards Board” OR “International
Accounting Standards” OR “International Financial Reporting Standards™
Type of search: exact search
2nd search (from 338 documents of the 1st search): 316 93.49%
Keywords: “enforce” OR “regulate” OR “penalty” OR “comply” OR “sanction” OR “‘support”
Type of search: search with steamed words
Matching the IOSCO content analysis time frame with that of the IASB content analysis time fame (from 2006 to 239 75.63%

2019)

Table5 TASB Content Analysis from IOSCO using NVivo 2006—
2019

Year of pub- Number of % Number of %
lication documents references

2006 18 7.53 1889 11.03
2007 15 6.28 776 4.53
2008 18 7.53 1364 7.96
2009 16 6.69 1167 6.81
2010 11 4.60 1667 9.73
2011 10 4.18 1372 8.01
2012 10 4.18 316 1.84
2013 16 6.69 1831 10.69
2014 18 7.53 529 3.09
2015 20 8.37 2165 12.64
2016 12 5.02 466 2.72
2017 10 4.18 2409 14.06
2018 55 23.01 632 3.69
2019 10 4.18 549 3.20
Total 239 100.00 17,132 100.00
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