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Abstract: According to RBI Governor D Subbarao in a speech to the Federation of
TelanganaChamberofCommerceandIndustryonIndia@?75,Indiaisadevelopingnationthatisexpandi
ng quickly. IfIndia can reach9%GDP growth in anotherfiveyearsand
overcomesomeobstacleslikeimprovingproductivity,creatingjobs,increasinginvestment,raisingagr
icultural productivity, and maintaining macroeconomic stability, India will soon have a
$5trillion economy. Honorable Prime Minister NarendraModiset a goal in 2019 to
transformlIndia into a $5 trillion economic powerhouse by 2024-2025.0ne significant step done
in  therealmofaccountingtorealizethisambitionistheadoptionofIFRS.Companiesmustimplement
these both voluntarily in the 2015-16 fiscal year and compulsorily starting in the2016—
17fiscalyear.However,duetoanumberofobstacles,includingalackofICAlinfrastructure,ashortageo
fexpertswithspecializedtraining,andavarietyoflegalandeconomicconditions,India wasunable
tofullyadoptIFRS.Inlightofthe difficulties inimplementing IFRS, ICAI introduces and removes
carves in the accounting standard. In India,these modified IFRS are referred to as IND-AS. This
study examines whether  partial adoptionallowedIndiatoattractthenecessarycross-
borderinvestment,jobopportunities,andimprovements in accounting quality and transparency or

whether it needed to adopt fully inordertoreach itsGDPtarget.

Keywords:IFRS,IND-AS,GDP,Carve-outs,Carve-in,Growth,partialadoption.
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Introduction

InhisspeechattheFederationofTelanganaChamberofCommerceandIndustryonIndia@75

- Marching Towards $5 Trillion Dollar Economy, RBI Governor D Subbarao underlined
theeightmajor  obstacles thatIndia must overcometoreach this milestone. These
difficultiesinclude expanding agricultural production, generating jobs, increasing investment,
preservingmacroeconomicstability,enhancinghealth,sustainingglobalmegatrends,andenhancingg
overnance. India is attempting to fulfill all these goals in one of its major initiatives,
theadoption of IFRS in a converged form known as IND-AS. Companies must implement
theseboth voluntarilyinthe 2015-16 fiscal year and compulsorilystarting in the 2016-17
fiscalyear. Whereas, due to various challenges such as lack of infrastructure with ICAI, lack
ofprofessionally trained experts, different legal and economic environment India was not in
aposition to go for full adoption oflFRS. In light of the difficulties in implementing IFRS,
ICAlintroduces and removes carves in the accounting standard. In India, these modified IFRS
arereferred to as IND-AS.Various studies indicate that the transition from National
AccountingStandards to IND-AS has an impact on financial reporting and accounting quality,
but it is stillunknown whether such partial adoption with different carve-ins and carve-outs by
India reallyhelps to achieve the goal of increased FDI, job creation, uniformity in financial
reporting, andimproving governance, which are major obstacles on the path of India marching

toward a $5trillioneconomy
Reviewofliterature

SrivastavaandKulshreshtha(2021)examinedthepreparednessoflndiafor[FRSimplementationalo
ngwiththeadvantages and challengesassociatedwithimplementation.Questionnaires ~ were
collected from the 75 chartered accountants who belongs to differentsectors by following
purposive sampling from July to December 2018. Data is analysed andinterpreted using Spoint
Lickert scale,correlation and Kruskalwalis test. Study reveals thatstill today IndianFinancial
reportingsystem isnot ready to fully convergencewith[FRS
duetovariouschallengesbutifthesechallengesareaddressedinstrategicallymannerthenadvantagesof
adoptinglFRSoutweighthecost.

Chhaya (2022) stated that there are various macro factors which need to be addressed such
associo-
economicfactors,diasporicimpactincludinginternationaleconomicscenario,internationalfinancialr
elationsandstabilityinordertoachievethevisionofIndiabecoming

$5trillioneconomy. Structuralchangesarealsoneedtobeaddressedinordertostayonthe

Page No: 2



Journal of Vibration Engineering(1004-4523) || Volume 21 Issue 6 2021 || www.jove.science

path. Growth process should not be accrued to handful people and sectors, rather it should
beinclusivetoallthesectorsofeconomyandpeoplewithdifferentclass.

Basu (2021) examines the reasons behind why IFRS has not adopted in Full rather
convergenceroute is taken and what are the main carve outs in IND AS as well should India
continue

itsimplementation. Studyispurelydescriptiveandexploratoryinnatureandisbasedonsecondarydatafr
omwebsites,publishedbooksandjournal.Studyconcludesthatdeviationsare  required due to
difference in legal and regulatory requirements of country but deviationsshould be kept at
minimum. Convergence is better option than adoption due to difference inaccounting and legal
environment. India  should implement IND AS as it brings flow of
FDLimprovesaccountingquality andcomparability.

TawiahandBoolaky (2020)Conducted study on India to know how the routeadopted bylndia of
convergence  tolFRS  will havean  impacton accounting values and on
determinantsofvariationinequityadjustmentinlndiancompanies. Theyhavechosentop500listedcom
paniesbysalesinyear2015-2017aspereconomictimes. T-test,F-testwereusedtotestthe ~ hypothesis
along with Wilcoxon signed-rank test to compare the variables. Results revealsthat there is less
impact of converged IFRS on financial statements except in case of
Goodwill,currentliabilitiesandextraordinaryitemswhichresultsinsignificantimpactonfinancialstat
ements. Thevariationsinequityadjustmentweresignificantlyinfluencedbycapitalstructure, level of
family control and auditor type. They further concluded that IND AS
BridgethegaapbetweenlFRSandGA APs,butconvergenceisnotequaltofulladoptionandIndiawithti

mewillgoforfulladoption.

GiriandDev (2020)examined the effect of [FRSon financialposition ofcompanyandchallenges
faced while adopting them. Key differences in Indian GAAP, IFRS and IND AS
arealsohighlightedinthe study.Onthebasisof qualitativestudy conductedbyreferringtosecondary
data, websites and various articles the study revealed that IFRS adoption leads
topositiveimpactonfinancialstatementsaswellascosteffective. Thoughithasitsownchallengessucha
slackofexpertsand Awarenessamongststakeholdersexist.

Sontakke and Bhargav (2019) statedthat liberalisation has opened up many doors for
Indiaacrossborderswhichcontributessignificantly in attainingthe vision oflndiabecoming
$5trillion economy. There are many factors which act as input to achieve economic activities
butfinancial segment acts the lifeblood and backbone for achieving economic activities. In
orderhavesoundbusinesssystem,financialsegmentshouldbeeffectiveandconducive.

Das and Deb (2018) examined the expectation gaps about convergence of IFRS of
IndianPractitioners(CA,CMA,CS,CFA,Ph.D.,Postgraduate)duetolegalandregulatory
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environment. Cross sectional study has been donewith the help of online survey from Jan tomid
June 2017. Questionnaires were sent to 337 respondents out of which 159 responded andthey
were assessed on 5 point lickert scale. Secondary data such ICAI guidelines, articles
inreputedjournalalsoformthe  partofstudy.DataisanalysedusingpairedsampleT-test,Spearman’s
RankCorrelation and KruskalWalistest.Study concludes that ConvergedlFRSare not giving the
expected results of better reporting practices, analyst’s  forecasting and
auditqualityduetoeffectofchangesmadeinlFRSconsideringregulatoryrequirement.

Uzmaet al. (2016) examined the issues emerged during the convergence to IFRS as well
thesuccessful practiceswhich helpsin smooth transition in BRICnations,East Asian countriesand
specially the emerging economies like India. They concluded adoption of IFRS certainlybrings
change in financial reporting quality but there is a need for India to bring all IND AS
inlinewithIFR Sanddifferencesshouldbenarroweddownsothatbettercomparisonofinformationandi
mprovedcomplianceofoverseastransactionscantakeplace.

De George et al. (2016) examined the comprehensive picture of IFRS adoption done
throughempirical archival literature. Comprehensive Study is done with the help of empirical
archivalliteratureandispurelyqualitativeinnature.StudyrevealsthatIFR Sadoptionimprovesreportin
gqualityofcapitalmarketandcomparabilityacrossthecountries.Moreforeigninvestors are attracted
and Cross border opportunities are created.Financial statements
drawnafter[FRSadoptionincreasesthecreditlenderconfidencewhichleadstolessrestrictivecovenant
sincomparisontonon-adopters.

Gokulnath and Karthi (2015) examined the advantages and challenges of IFRS adoption
inIndia along with differences inlGAAP and IFRS. Study is purely qualitative in nature
andbased on existing Literature in leading accounting Journals. Study reveals that IFRS
adoptionhelps in improving financial statements, boost investor’s confidence and promotes
cross-borderinvestment. There are certain challenges which need to be overcome for successful
adoption ofIFRS such as training to required staff, awareness amongst users about adoption of
IFRS, andamendmenttoexistinglawsincluding taxation law.
Chakrobaty(2014)analysestheneedandbenefitsaswellasissuesandchallengesinimplementinglFR
SinIndia.Byreviewingvariousreputedarticlesfromnationalandinternational journals, newspapers
and refereed books he came to the conclusion that there
arevariousbenefitsavailableofadoptinglFRSlikeforeigndirectinvestment,crossborderopportunitie
sforcorporateprofessionals,reductioninduplicationofeffortsforMNCsoperating cross borders but
there are various challenges to overcome such high cost

involvedspeciallyforsmallandmediumenterprises,lackoftrainedpersonneletc. Healsoemphasized

Page No: 4



Journal of Vibration Engineering(1004-4523) || Volume 21 Issue 6 2021 || www.jove.science

aboutthe speechgiven by IASB chairman HansHoogervorstin event organized byICAI is,the
only way to achieve single set of high quality global accounting standard is to go for
fulladoptionofIFRS.

Brown (2011) inhis study examine the need, benefits and effectiveness of adoption of [FRSand
how more benefit can be derived from the adoption of IFRS in various countries. Hementioned
in his study that benefits of adoption of IFRS depends on many factors such as
legalenvironmentof the country, previousnature of accounting standards used bythe
country,degree of compliance, monitoring and enforcement. Study is purely qualitative in
nature

andbasedonexistingLiteratureinleadingJournals.StudyconcludedthatadoptionofIFR Scertainlyim
provethecomparabilityoffinancialstatementsandcrossborderinvesting. However complex nature
of IFRS along with the «cost of adopting IFRS will remain the
mostimportantchallengestobedealtwith.Healsohighlightedtheeffectiveenforcementandimplement

ationinordertoreapthedesiredbenefitsofIFRS.

Objectivesofstudy
1. TohaveaninsightaboutconvergenceadoptionofIFR SinsteadofFulladoption.
2. TogainanunderstandingaboutcarvesinandcarvesoutfromIFRS.
3. To explore whether partial adoption of IFRS led to economic growth and bring

moreForeignDirectInvestmentineconomy.

ResearchMethodology
This descriptive and exploratory study aims to shed some light on India's partial adoption
ofIFRS as one of the key steps toward becoming a trillion-dollar economy. It is examined in
lightof the different benefits, drawbacks, and the extent to which India has successfully
adoptedIFRSinitsconvergentversion.Informationandstatisticsaregatheredfromavarietyofsecondar

ysources,includingbooks,websites,journals,andarticlespublishedbylCALI

MajordeviationsinIND-AScorrespondingtoIFRS
FollowingComparativestatementhelpstodepictthedifferencesbetweenlFRSandIND-AS.

International IndianAccountingStandards(I
FinancialReportingStandard | ND-AS) MajorDifferences
s(IFRSs)

No. TitleoftheStandard No. TitleoftheStandard
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1. IFRS1

First time adoption
oflnd-AS

Ind-
AS
101

Firsttimeadoptionof
Ind-AS

I.Ind- AS 101 says if
thereisanyforeignexchangeu
nrealised  gain/loss  on
longtermmonetaryassetsorli
abilitiesitcanbespreadoverth
elifeofassetandliabilityprosp
ectivelyorretrospectively on
transitiondate.

2. IFRSI1,ondateoftransitio
n,incaseofinvestmentpropert
yoffersan option to take fair
valueor revaluation value as
perpreviousGAAPasacost.H
owever no such option
isprovidedbyIlnd-AS101.

3. Ifmaterialbreachofcoven
antsofloanagreement  has
occurred byreporting date
making
suchloanrepayableondeman
dand lender has agreed
afterbalancesheetdatebutbef
oreapprovalofaccounts,notto
demandloan then such loan
will betreated as NCL.
Whereas incase of
IFR Sreclassificationneedsto
bedoneonthebasisofstatustill
balancesheetdate.

4.Ind- AS 101 gives
optionto companies not to
providereconciliationoftotal
comprehensiveincome,cash
flow statement, changein
equity and
comparativesstatement  on
transition date.If companies
want they
canprovidethesameonmemo
randumbasis.Ifcompaniesop
tfornottoprovidecomparativ
esorreconciliationstilltheyar
e

expected to  mention
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significantchangesintotalcom
prehensiveincome.

5. Ind-AS 101 allows
optionofamortizationincase
ofintangibleassetsarisingfro
mserviceconcessionalarrang
ements, in case of tollroads
which are recognisedin
balance sheet just
before1*timeadoptionoflnd-
AS
101.Whereasnosuchoptionis
availableinIFRS.

2. IFRS
15

Revenue form
contracts
with

customers

Ind
AS
115

Revenue form
contracts
with

customers

1.Realestatetransactionsare
accounted in booksonthe
basis of Guidance noteissue
in Ind AS 115 for realestate
transactions.
Guidancenotereferspercenta
gecompletionmethodtobead
optedandrecognise the
revenue
aftercompletionofsomework
eventhoughownershiporpos
sessionisyettobetransferred.
WhereasIFRS
15 adopts continuous
transfermodelwhererevenue
is recognised onlywhen all
criteria related
tosaleofgoodsaremetcontinu
ously.

2. IFRS 15 recognise
exciseduty as part of cost of
salesandincludedinrevenue
whereas, Ind AS 115
statesit is to be recognised
as
partofcostofproductionandre
coveryofexcisedutyisinclud
edinrevenue.

3. IAS16

Property,PlantandEqu
ipment

IndA
S16

Property,PlantandEqu
ipment

1.IFRS/IAS16permitsproper
ty,plantandequipment,inven
tories,classofintangibleasset
sand inventories to be
remeasuredatfairvalue.
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WhereasIndAS16,inaccorda
ncewithfairvaluemodeldono
trequireinvestmentpropertyt
oberemeasuredatfairvalue.

2.IFRSrequiresallsignificant
componentsofplant,property
andequipment to be
recognisedanddepreciatedse

parately.IndAS16inaddition

requirescomponentizationof
schedule I of
companiesact2013istobemet

Leases

Ind
AS
116

Leases

1. Iflandandbuildingisclassi
fied as an
investmentpropertyandfairv
aluemodel is adopted then
IFRS16donotrequireseparat

emeasurement of elements
incaseoflandandbuilding,Ho
wever,suchalternativeisnota
vailableincaseofIndAs116as
itprohibitstheusefairvaluem

odel.

2. IFRS16requiresleaserent
als to be recognised
onstraightlinebasisunderope
ratingleaseWhereasInd AS
116  requires it to
berecognisedoncashbasisan
dnotonstraightlinebasis  in
case of escalation inlease
rentals due to
inflationinordertocompensat
elessorforsuchexpectedinfla
tion.

3. Fairvaluemeasurementof

property is not
availableforleasedpropertyu
nderIndAS116.

4. IFRS
16
5. IFRS9

Financiallnstrument
S

Ind
AS
109

Financiallnstrument
S

1.AsperInd AS109,Mostly
hybrid contracts
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withfinancialassetsashostsli
kelytofailthe*“solelypayment
ofprincipalandinterest”testa
ndentirecontractismeasured
atfairvalue.

2.IFRS9requiresallchangesi
nfairvalueoffinancial
liabilities
designatedatfairvaluesincein
ceptionthroughprofit  and
loss account is
toberecordedinothercompre
hensiveincome.Whereas Ind
AS 109 statesall changes in
fair value offinancial
liabilities
designatedatfairvaluesincein
ceptionthroughprofit  and

loss account
duetocompaniesowncreditri
skistobeignored.

6. [IAS21

TheEffectsofChanges
inForeignExchangeR
ates

IndAS
21

TheEffectsofChanges
inForeignExchangeR
ates

1.IFRS21requiresrecognise
exchange
differencearisingonconversi
onofmonetaryitems  from
foreign
currencytofunctionalcurrenc
ydirectlyinprofitandlossacco
untwhereas  incertaincases
of conversion of
longtermmonetaryitemsfro
mforeigncurrencytofunction
alcurrencyinequityandtobea
mortisedin Profit and loss
account
inappropriatemanner.

7. IAS19

EmployeeBenefits

IndAS
19

EmployeeBenefits

1. IAS 19  requires
discountrateshouldbebasedo
nmarket yield on high
qualitycorporatebondswhere
asihd AS 19 allows
departureif currency
involves 1is
Indianrupees,inthatcase
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discountrateshouldbebasedo
nmarketyieldonGovt.Bonds
IndAS19.

8. IAS7

StatementofCashFlow
S

IndAS
28

StatementofCashFlow
S

1. Contrasting to IAS 7,
AS3providesnooptionwithre
specttoclassificationofintere
st paid except in
caseofenterprisesotherthanfi
nancialenterprises,andrequir
esthesametobeclassifiedasit
emoffinancingactivity.

2. Contrasting to IAS 7,
AS3providesnooptionwithre
specttoclassificationofintere
streceivedanddividend
receives except
incaseofenterprisesothertha
nfinancialenterprises,and
requires the same to
beclassifiedasitemofinvestin
gactivity.

3. AsperIndAS3,Dividend
paidistobeclassified as
financing
cashflowsonly.Thereisnoalt
ernativetreatmenttoit.

9. IFRS3

BusinessCombinatio
n

Ind
AS
103

BusinessCombinatio
n

1. IFRS3requirestomeasur
eidentifiableassetsacquireda
ndliabilitiesassumed at fair
value on
thedateofacquisition. Where
as Ind AS 103
allowsdepartureincaseofco
mmon

controltransactions  to
be measuredat book value if
fair value isnotavailable.

2. IFRS3requiresgainarisin
g on purchase
bargainincaseofbusinessco
mbinationtoberecognisedthr
ough profit
andlossaccount. Whereas
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in case of Ind AS 103,
suchbargain purchase gain
is

toberecognisedinothercomp
rehensive income
andaccumulateinequityasca
pitalreservetillthereisnoclear
evidenceofsuchclassificatio
n. once there
isclearevidenceofsuchclassif
icationthenitisrecordeddirec
tlyinequityascapitalreserve.

FindingsandDiscussions

A thorough review of the literature revealed that India implemented IFRS on April 1,
2016,despite pressure (Joshi et al,, 2017; Tawiah and Boolaky, 2020). Due to a lack of
resources,India was not ready for the convergence, especially the small businesses (Tripathi,
2018). Theimplementation of IFRS is fraught with difficulties everywhere, including in India,
due to
thelackofinfrastructure,inadequatetraining,anduntrainedprofessionals(SrivastavaandKulshreshth
a, 2021; Weaver and Wood, 2015; Adhana, 2015; Dhankar and Gupta, 2014;
PuriandSingh,2020;Sharmaetal.,2017;Joshietal.2017).Butresearchshowsthatifimplementation
and legal enforcement are done effectively (Marra and Mazola, 2014;
Brown,2011),benefitssuchasbetteraccountingqualityandreporting,cross-
bordercomparison,increased flow of FDI, and reduction in insider trading will outweigh the
costs (Srivastava

andKulshreshtha,2021;PuriandSingh,2020;GiriandDev,2020; Aggarwal,2019;Jain,2011).

However,accordingtoresearch,ifimplementationandlegalenforcementarecarriedoutsuccessfully,b
enefitssuchasimprovedaccountingqualityandreporting,cross-bordercomparison, an increase in
FDI, and a decrease in insider trading will outweigh the costs(Srivastava andKulshreshtha,
2021; Puri and Singh, 2020; Giri and Dev, 2020;Aggarwal,2019; Jain, 2011).Due to the impact
of revisions made to IFRS taking into
considerationlegislativerequirementsofthecountry(Pascan,2015),includingEurope(Ball,2006),co
nvergent IFRS are not providing the expected results of better reporting practices,
analystforecasts, and audit quality (Das and Deb, 2018). While (Basu, 2021) disagrees with
otherstudies and claims that although variances are necessary becauseeach country has
differentlegal and regulatory needs, they should be maintained to a minimum. Due to

differences in
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theaccountingandlegalenvironments,convergenceisapreferableoptiontoadoption(shivastrava
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and singh, 2019(Chakrobaty, 2014) stressed that the only approach to attain a single set of
highquality worldwide accounting standards is to go for complete adoption of IFRS instead of
theconvergenceroute. Thiswassaidintheaddressmadebyl ASBChairmanHansHoogervorstatan

eventhostedbythelCAL

The adoption ofIFRSundoubtedly affectsthe quality of financial reporting, but India mustalign
all IND AS with IFRS and reduce differences in order to improve information comparisonand
compliance with international transactions over time (Uzma et al. 2016, Muthupandian,2008).
The financial sector is crucial to attaining economic activity and serves as the backboneand
support structure for the economy. In order to have a healthy business climate and to helpIlndia
achieve its goal of being a $5 trillion economy, it is crucial to have a stable

financialsystem(Sontakke andBhargav,2019).
Conclusion

IndiahasmadesignificantstridestowardinternationalcompetitionbyadoptinglFRS. Additionally,iti
ncreasesforeigninvestment,jobpossibilities,andinternationalfinancialrelations—
allcrucialelementsinboostingGDPandassistingIndiaachieveitsgoalofbecominga$5trillioneconom
y.However,duetoanumberofdifficulties,includingalackofICAlinfrastructure,ashortageofexperts
withspecializedtraining,andadifferentlegalandeconomiccontext,Indiahaschosentoonlypartiallyi
mplementIFR SintheformofIND-
AS.EventhoughICAlandNACASmadeanefforttomaintainthegapbetweenIND-
ASandIFRSassmallaspossible,manyaccountingexpertsbelievethatIndiashouldfullyembracelFRS

andharmonizeIND-ASwithIFRSinordertoimproveaccountingqualityandfinancialreporting.
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