
International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-3, Mar.-2018 
http://iraj.in 

IFRSS Convergence and Expectation Gap: Evidence from Investors 
 

80 

IFRSS CONVERGENCE AND EXPECTATION GAP: EVIDENCE 
FROM INVESTORS 

 
1RAJAT DEB, 2P. DEBNATH 

 
1PhD Scholar, Department of Commerce, Tripura University, Suryamaninagar-799022, West Tripura, Tripura, India. 

2Professor & Research Supervisor, Department of Commerce, Tripura University, Suryamaninagar-799022, 
West Tripura, Tripura, India 

E-mail: 1debrajat3@gmail.com, 2rajatdeb@tripurauniv.in 
 
 
Abstract - The study has motivated to assess through online survey Indian stock market investors’ expectation gaps, if any 
on IFRSs convergence. Review of related literature has guided to set two research hypotheses and the items of the 
questionnaire. The reliability and validity of the instrument has been checked through protocol interviews followed by a pilot 
study. Applying Judgmental sampling technique questionnaires have been mailed to shortlisted 450 stock market investors of 
which 153 responses (34%) received till 20th November, 2017 which have been assessed to assay the gaps in four 
parameters. Inferential statistics have validated for likely to reject the null hypotheses and it has concluded that Indian 
regulatory requirements likely have influenced the convergence and such convergence would probably improve corporate 
reporting practices, quality of audit reports and practitioners’ forecasting. It has duly acknowledged limitations, pointed out 
practical implications and has chalked out future research roadmap.   
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I. INTRODUCTION 
 
International Financial Reporting Standards has been 
issued by International Accounting Standard Board 
(IASB) under the brand name of ‘IFRSs has consisted 
of International Financial Reporting Standards, 
International Accounting Standards, Interpretations 
originated by the International Financial Reporting 
Interpretation Committee and Interpretations issued 
by the former Standing Interpretations Committee 
(Ghosh, 2010, p.1). In the process of harmonizing 
domestic accounting standards with IFRSs countries 
either accept these without any modifications 
(adoption) or with little bit deviations (convergence) 
as literature has documented (e.g., Landsman, 
Maydew, & Thornock, 2012). The Institute of 
Chartered Accountants of India (ICAI), Indian 
accountancy profession regulator has decided to 
converge and accordingly new set of standards (Ind 
AS) has become effective for certain classes of 
industries from 2016-17. The rationale behind the 
convergence has been validated by scholars as 
divergent business environment and skewed 
representations by Asian countries in IASB (e.g., 
Bhattacharyya, 2011; Helleiner & Porter, 2010).   
Literature has documented studies on benefits of 
IFRSs adoption aspects have been attempted in delve, 
such as improvements in investors’ information 
requirement (Horton, Serafeim & Serafeim, 2012), 
reporting transparency (Yip & Young, 2012) and 
disclosure practices (Slack & Shrives, 2010). 
Moreover, reductions in cost of equity (Li, 2010), tax 
liabilities (Duhanxhiu & Kapllani, 2012) and earning 
management practices (Iatridis & Rouvolis, 2010) 
have been validated. Contradictory results on impact 
of IFRSs adoption on audit fees have also been 
reported (Kim, Liu & Zheng, 2012).  

Studies addressing Ind AS aspects -its potential 
benefits, preparedness of corporates (Aggarwal, 
2016), categorical issues on Ind AS (e.g., Saurav, 
2016), implementation challenges (Sharma, Joshi & 
Kansal, 2017), impacts on tax expenses (Sairam, 
2012), sector specific effects (Hajirnis, 2015) and 
training issues (Adhana, 2015) have been addressed 
in last couple of years. Scholars have reported 
perception studies on IFRSs primarily have been 
focusing on users’ aspects (Morris, Gray, Pickering & 
Aisbitt, 2013) but probably the literature has scant on 
studies to address the Indian stock market investors’ 
expectation gaps, if any about Ind AS. This gap in the 
literature has been detected and the current study has 
motivated to replenish the same. 
The subsequent parts of the paper have been designed 
as- in Section 2 Hypotheses have been set, 
Methodology has been explained in Section 3, 
Results and Discussion have been presented in 
Sections 4 and 5 respectively and finally in Section 6 
the conclusions have been reported. 
 
II. REVIEW OF LITERATURE AND 
HYPOTHESES 
 
The study has reviewed the literature to set the 
research hypotheses in the context of Ind AS in the 
following manner. 
2.1 Regulatory Requirements 
Taking cognizance of different laws such as Income 
Tax Act, Companies Act, SEBI Act, RBI Act, IRDA 
Act, Customs Act and other along with socio-political 
environment ICAI has curved-out the original IFRSs 
and has set the converged IFRSs (Ind AS). Moreover, 
Companies (Indian Accounting Standards) Rules, 
2015 has been issued and subsequently its 
amendments in 2017 have been approved by MCA 
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for smooth implementation of Ind AS. ICAI has 
clarified in conflicting situations between Ind AS and 
any law of the land the provisions of the latter shall 
prevail (ICAI, 2006, 2017). Hence it has been 
hypothesized that: 
H1: Regulatory Requirements have significant 
influence in Ind AS implementation. 
 
2.2 Ind AS impacts 
2.2.1 Reporting Practices 
Literature has documented adoption/convergence of 
IFRSs has brought significant improvements in 
corporate reporting practices e.g., transparency and 
comparability (Yip & Young, 2012; Rudra & 
Bhattacharjee, 2011), earnings information (Kim & 
Li, 2011) and in firms’ intrinsic value (Jin, 2010). 
Interestingly, few studies have reported opposite 
results like poor accounting qualities (Lin, Riccardi & 
Wang, 2012) and lesser accounting comparability (De 
Franco, Kothari & Verdi, 2011). 
2.2.2. Company Auditor’s Role 
Ind AS exposure would significantly improve the 
expertise of the Indian auditors at par with their 
overseas counterparts (Singhal, 2016; ICAI, 2006) 
and instances of corporate governance failure likely 
to minimize (Bhattacharyya, 2015). Related literature 
has validated in post IFRSs era significant 
improvements in audit qualities (e.g., De George, 
Ferguson & Spear, 2013) and reduced audit fee (Khlif 
& Souissi, 2010); but few studies have concluded 
with enhanced audit fee and audit risks (Kim, Liu & 
Zheng, 2012; Vieru & Schadewitz, 2010). 
 
2.2.3. Analysts’ Forecasting Role 
ICAI and experts have unequivocally asserted the 
scope of Indian analysts’ functions e.g., forecasting, 
business valuation, consultancy and tax planning 
would significantly improve after Ind AS 
implementation. (ICAI, 2017; Somani, 2014). Prior 
studies have validated such assertions encompassing 
improved accuracy (Horton, Serafeim & Serafeim, 
2013), decreased forecasting errors (Byard, Li & Yu, 
2011) and enhanced earnings guiding assistance (Li 
& Yang, 2016). Based on these it has been 
hypothesized that: 
H2: Ind AS would significantly improve the reporting 
practices, audit quality and analysts’ forecasting. 
 
III. METHODOLOGY 
 
3.1 Research Design 
Adopting Cross-sectional study design with on-line 
survey strategy executed during July-November, 
2017 to access its advantages such as easy 
quantification (McDaniel & Gates, 2010), in line with 
literature on accounting studies (Byard, Li & Yu, 
2011). 
3. 2 Methods 
 The techniques of data collection and analysis have 
referred as methods having following sub-sections. 

 3.2.1 Questionnaire Design 
Accessing digital library of a university around 312 
papers published by international publishers, 53 
expert opinions on Ind AS published in business 
newspapers have been downloaded and reviewed to 
prepare 56 questions-inventories. There after protocol 
interviews with three subject experts have carried out 
which reduced the number in to 54 and eventually a 
pilot study with 30 randomly chosen respondents has 
carried out as scholars suggested (Zikmund & Babin, 
2012) and the Cronbach alpha scores have indicated 
to drop 4 more questions.  
 
3.2.2 Sampling Design 
Using Judgment sampling technique stock market 
investors especially those who have traded at least 5 
quarterly transactions have been assumed as study 
population and accessing mail ids from few sub-
broking agencies the questionnaires have been mailed 
in Google doc. with a cover letter incorporating study 
purpose and instructions for filling the same as 
scholars advocated (Dillman, 1978). 153 responses so 
far been received till 20th November which has been 
treated as final sample size, a permissible limit for 
social science study (Roscoe, 1975). 
 
3.2.3 Data  
3.2.3.1 Primary Data 
Section-I has incorporated 10 general questions and 
IFRSs expectations and perceptions related 50 
questions divided equally in Section II & III 
respectively oscillated in 4 sub-sections have been 
designed in 5-point Likert scale for accessing its 
merits (e.g., Wu, 2003). 
3.2.3.2 Secondary Data 
Primary sources (original research papers from 
academic and professional journals), secondary 
sources (review articles, monographs) and tertiary 
sources (search engines like SSRN, IFRS website) 
have also been reviewed. 
 
3.2.4 Data Analysis Strategy 
IBM SPSS (Statistical Package for Social Science) 
versions- 22 have been used for data analysis. 
 
3.3 Variables & Significance Level 
In Table 1 the parameters of the study have been 
categorized into predictor and outcome; and have 
assumed 5% significance level (α) for conducting the 
statistical tests. 
 

Table 1: Study Variables* 

Predictors Outcomes 
Regulatory Requirements Ind AS 

 
 

Ind AS 
 

Reporting Practices 
Audit Quality 
Forecasting 
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                      * Authors’ compilations 
IV. RESULTS & DISCUSSION 
 
4.1 Descriptive Statistics 
Respondents’ general informative nominal scale type 
questions have been expressed in modes while 
expectation gaps oriented ordinal questions have been 
summarized in means and standards deviations.  
It has reported mostly respondents are men (84.1 
percent), married (78.2 percent), in the age group of 
26-35 years (38.8 percent), general in caste (53.5 
percent), monthly income INR .05-.08 million (36.54 
percent), quarterly investments of INR .01-.015 
million (57.35 percent) and have transacted in stock 
market more than 5 times per quarter (78.43 percent). 
 
4.2 Expectation Gaps Measurement 
For measuring the expectation-perception and their 
gaps, it has taken the differences of 5-point Likert 
scale [where, 1=Strongly Disagree, 2= Disagree, 3= 
Neutral, 4=Agree and 5= Strongly Agree]. Those 
gaps have been computed for 50 questions oscillated 

in 4 issues divided into 25 questions each for 
expectations and perceptions. For Reporting 
practices, Regulatory Requirements and IFRSs 
convergence aspects almost minimum or zero gaps 
have been measured. To sum up it likely to have 
concluded that expectation-perception gaps have been 
measured at highest level for role of company 
auditors. 
 
4.3 Inferential Statistics 
To test the null hypotheses and to assess the 
behaviour of study-population based on samples it 
has run the following tests. 
 
4.3.1 Rank Correlation 
In Table 1, to test H01 it has applied Edward 
Spearman’s Rank Correlation rs, has computed as 
0.621, statistically significant (p = .087), which has 
supported to likely reject H01 i.e. the research 
hypothesis that regulatory requirements probably 
have significantly influenced in Ind AS 
implementation.  

Table 2: Rank Correlations* 
 Regulatory 

Requirements 
Ind AS 

implementation 

Spearman's rho 

Regulatory Requirements 
Correlation Coefficient 1.000 .621 
    Sig. (2-tailed) -. .087 
            N 153 153 

Ind AS implementation 
Correlation Coefficient .621 1.000 
     Sig. (2-tailed) .087 .- 
            N 153 153 

*Authors’ calculations 
 
4.3.2 Kruskal Wallis Test 
For testing H02 i. e. to measure whether there has any 
significant difference between two or more groups of 
a predictor (as measured on frequency of 
investments) on three ordinal outcomes it has applied 
Kruskal Wallis Test. The results have validated the 
mean ranks of three outcomes for the stated predictor 
e.g., more than 10 transactions per quarter have been 
different 78.11, 72.48 and 83.64.  
 

Table 3: Test statistics a, b* 
 Reporting 

Practices 
Audit 

Quality 
Forecasting 

Chi-
Square 13.748 7.257 2.889 

df 5 5 5 
Asymp. 

Sig. .004 .279 .206 
a. Kruskal Wallis Test b. Grouping Variable: Education 

Qualification    *Authors’ calculations 
 
From Table 3, the Chi-Square row have been 
produced results of 13.748, 7.257 and 2.889 for three 
outcomes, with degrees of freedom (df) 5 for all these 
and the significant values have computed as .004, 

.279 and .206 respectively, i.e. p>.05. The significant 
results along with different mean rank scores have 
reported sufficient evidence to likely reject H02.  
 
DISCUSSION 
 
The study has assessed the responding investors’ 
expectation gaps which have been measured in four 
different parameters and the findings have reported 
highest level of gaps (4) for few questions about the 
role of auditors while those gaps have been reported 
at moderate levels for the other three issues. The 
hypotheses tests have reported significant outcomes 
indicating to reject these and to likely accept the 
research hypotheses. Interestingly, the trends of gaps 
about the role of auditors as indicated from gap 
measurement table have not been proved in 
hypothesis test.  
 
CONCLUSION 
 
The study has attempted to measure Indian stock 
market investors’ expectation gaps about IFRSs 
convergence. Adopting cross-sectional study design 
with on-line survey responses have gathered from 
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153 respondents following a non-probability 
sampling technique. Significant statistical results 
have supported to likely reject both of the null 
hypotheses. The expectation gaps have been 
measured in 4 parameters of which such gaps were 
highest for improving audit quality and it has 
concluded that regulatory requirements probably have 
significant influence in the implementation of Ind AS 
which, in turn, likely to  significantly improve the 
reporting practices, audit quality and analysts’ 
forecasting. 
 
The study has duly acknowledged a number of 
limitations in terms of literature, hypotheses, 
selective variables, limited study area, study-
population, sampling techniques, and smaller sample 
size, limited study period and use of self-administered 
data collection tool. It has validated practical 
implications like the investors’ expectation gaps in 4 
parameters, probably the first in Indian context, has 
computed highest gaps about improvements in audit 
quality and they likely to take efforts through group 
efforts for reducing the gaps. Future studies may 
address the underlying IFRSs convergence issues, 
cross-country gap analysis, comparative studies with 
practitioners, incorporating other excluded variables 
and even assessing impacts of XBRL and Ind AS on 
audit fee.   
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