GLOBAL ACCOUNTING CONVERGENCE: QUALITY, ACCEPTABILITY

AND ENFORCEABILITY OF IFRS IN NIGERIA

MOHAMMED LAWAL DANRIMI

(811059)

Project Paper Submitted to the Othman Yeop Abdullah Graduate School of
Business, Universiti Utara Malaysia, in Fulfillment of the Requirement for the
Degree of Master of Science (International Accounting).

2013



v\ Othman Yeop Abdullah
| Graduate School of Business

Universiti Utara Malaysia

PERAKUAN KERJA KERTAS PROJEK
{Certification of Project Paper)

Saya, mengaku bertandatangan, memperakukan bahawa
(I, the undersigned, certified that)
MOHAMMED LAWAL DAN RIMI (811059)

Calon untuk ljazah Sarjana
(Candidate for the degree of)
MASTER OF SCIENCE (INTERNATIONAL ACCOUNTING)

telah mengemukakan kertas projek yang bertajuk
(has presented his/her project paper of the following title)

GLOBAL ACCOUNTING CONVERGENCE: QUALITY, ACCEPTABILITY AND ENFORCEABILITY OF IFRS IN
NIGERIA

Seperti yang tercatat di muka surat tajuk dan kulit kertas projek
(as it appears on the title page and front cover of the project paper)

Bahawa kertas projek tersebut boleh diterima dari segi bentuk serta kandungan dan meliputi bidang iimu dengan

memuaskan.
(that the project paper acceptable in the form and content and that a safisfactory knowledge of the field is covered by

the project paper).

Nama Penyelia ; DR. SITI ZABEDAH HAJI SAIDIN
{Name of Supervisor)

Tandatangan E W

{Signature) \/ /

Tarikh ; 23 JUNE 2013
(Date)




PERMISSION TO USE
In presenting this project paper in partial fulfillment of the requirements for a
postgraduate degree from Universiti Utara Malaysia, 1 agree that the University
Library may make it freely available for inspection. I further agree that permission for
copying of this project paper in any manner, in whole or in part, for scholarly purpose
may be granted by my supervisor or, in her absence by the Dean of Othman Yeop
Abdullah Graduate School of Business. It is understood that any copying, publication,
or use of this project paper or part thereof for financial gain shall not be allowed
without my written permission. It is also understood that due recognition will be given
to me and to Universiti Utara Malaysia for any scholarly use which may be made of

any material from my project paper.

Any request for permission to copy or make other use of the materials in this project

paper, in whole or in part should be addressed to:
Dean
Othman Yeop Abdullah Graduate School of Business
Universiti Utara Malaysia 06010 UUM Sintok

Kedah DarulAman, Malaysia



ABSTRACT
In view of the pressing demands to converge with IFRS as the international
accounting benchmark and to serve as common global accounting language, coupled
with the concerns expressed by critics over its uniform suitability and relevance in
diverse economic, political and institutional settings across the globe, it is
increasingly significant to empirically investigate; the quality, acceptability and
enforceability of the International Financial Reporting Standards (IFRS) in countries
of different settings. Therefore, this study investigates the perception of financial
reporting users and preparers on global accounting convergence in terms of IFRS
quality, IFRS acceptability and IFRS enforceability in Nigeria. Data was collected
using online and self-administered survey approach. Based on the empirical findings,
it was concluded that despite the possible issues and challenges associated with
convergence to IFRS, it could yet be considered as a right step, in a right direction and
at a right time for Nigeria. Convergence to IFRS is in the best interest of the country
in order to tap its full economic potential and her deserving leadership within the
global financial market. It has been proven that convergence to IFRS has positive
impact to the country’s reporting system with improvement in reporting quality
leading to reduction in income smoothing, and increased in value relevance of

reported income.

Keywords: International Financial Reporting Standards, convergence, quality,

acceptability, enforceability.
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CHAPTER ONE

INTRODUCTION
This chapter tries to explain the general overview of the whole work, and it is
arranged as follows: background of the study, problem statement, research questions
and objectives, significance of the study, scope and limitations as well as organization

of the study.

1.1 Background of the Study

The globalization of financial markets, the interconnectivity of the global economies,
and how no country can declare self-reliance on its activities without depending on
another country have intensified the clamour to develop a common language in
accounting reporting, so that stakeholders within and outside the country can fully
understand what the contents of financial reports depict. Considering the old maxim
“accounting is the language of business”, then enterprises around the globe cannot
afford to be speaking in different languages while communicating the financial
information of their activities to one another. Thus, a uniform set of accounting
standards is needed to enhance the understandability and comparability of the firms’

financial reporting across the world (Ojeka & Dickson, 2011).

IFRS are designed as a common global language for the company’s activities in order
to improve the quality, understandability and comparability of financial reporting
across International boundaries. The standards are meant to attain three fold
objectives. Firstly, to help in standardizing the diverse accounting policies prevailing
around the globe and remove the incomparability of financial statements within and
across entities. Secondly, they facilitate the presentation of high quality, transparent

and comparable information in financial statements. Thirdly, they reduce the
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