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Identification of the subject

The adoption of International Financial Reporting Standards (IFRS) has increased significantly to enhance
harmonisation of accounting standards for comparability and transparency (Riahi & Khoufi, 2019). However,
despite extensive adoption, many developing countries face several challenges in adopting and using IFRS
correctly, resulting in differing financial reports (Sadaka, 2022). This study focuses on the role that isomorphic
pressure and therefore existing cultural challenges play when emerging countries are adopting IFRS. By
analysing the literature on the cultural aspects and isomorphism, I aim to assess whether and how cultural

power dynamics shape IFRS adoption in developing countries.

Academic rationale and motivation

IFRS has been reshaping international accounting and presents an opportunity for emerging countries to be
globally integrated, yet the reasons for IFRS adoption and the role that cultural power dynamics play in this
decision are less known. While IFRS adoption has largely been related to institutional pressures and economic
benefits (Boolaky et al., 2020), national culture has mainly been analysed in relation to reporting outcomes
(Viana et al., 2022). Consequently, the question on how cultural factors shape IFRS adoption itself has been
less studied, even if studies on financial reporting harmonisation are crucial for investors and global companies
to make reliable decisions. Additionally, my academic interest in accounting and international business
particularly motivated me to conduct further research on this topic. Therefore, this literature review aims to
improve understanding of how global institutional pressures interact with local cultural environments in IFRS

adoption.
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Research question

My research question is: To what extent do cultural power dynamics through Western institutions contribute
to IFRS adoption in developing nations? The aim is to understand how cultural power dynamics shape adoption

decisions and influence the quality of IFRS application in developing countries.

Literature review

IFRS was developed by the International Accounting Standards Board (IASB) to enhance the comparability
and transparency of international accounting by developing a global standard after previously hindered cross-
border investment and created misinterpretations of financial information (Riahi & Khoufi, 2019). Currently,
more than 150 nations, including many developing countries, have adopted IFRS, reflecting its worldwide
acceptance (Fourati et al., 2026). However, evidence suggests that, despite the broad adoption of IFRS as a
principle-based standard, the adoption of a common set of standards does not directly cause uniform reporting
outcomes, as societal and cultural environments continuously influence interpretation and earnings quality of

IFRS (ibid.).

Institutional theory provides a useful framework to explain reasons for IFRS in developing countries that adopt
this standard due to coercive, mimetic, and normative isomorphic pressures (DiMaggio & Powell, 1991).
Although the results on the significance of these pressures differ among research, they provide evidence that
these pressures often originate from global audit firms and international organisations, suggesting that
decisions for adoption are influenced not only by the economic environment but also by social and political
dynamics (Boolaky et al., 2020). Similarly, Riahi and Khoufi (2019) point out, that emerging countries may
implement IFRS for institutional legitimacy rather than to improve domestic accounting infrastructure.
However, formal adoption does not guarantee a successful implementation, as cultural mismatches between

Western norms and local cultural beliefs shape the interpretations and outcomes of [FRS in developing nations.

While IFRS aims the objective of establishing a common global reporting standard, it is principles-based and
emerged within Western institutional environments that follow cultural traits such as low power distance,
individualism and low uncertainty avoidance (Hofstede et al., 2010). Because the application of IFRS
principles highly requires professional judgment, its adoption may be difficult in different cultural contexts

with higher uncertainty avoidance that prefer detailed rules instead of flexibility in interpretation and
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application (ibid.). Additionally, Guan et al. (2025) analyse that language barriers could be further intensifying
the complicated understanding and application of IFRS, increasing information and translation costs and
creating differences in interpretation. Furthermore, evidence suggests that cultural values continue to affect
earnings management even after adoption, indicating that national differences in international accounting
remain significant despite attempts of harmonising those (Fourati et al., 2026). Similarly, Viana et al. (2022)
find that cultural beliefs systematically shape reporting across developed and emerging countries. These
findings point to a potential cultural mismatch between globally promoted standards and local accounting

environments, therefore limiting its universal applicability.

This limited applicability and the challenges associated with IFRS continue to become more evident in the
context of developing countries. Although IFRS adoption is often encouraged by international institutions
(Boolaky et al., 2020), the implementation of these standards seems to be challenging. Emerging economies
encounter significant capacity constraints such as weak enforcement systems, limited training and difficulties
in translating complex principles-based standards into local and linguistic understandable contexts (Sadaka,
2022, Guan et al., 2025). For example. Sadaka’s (2022) study of Lebanon shows that although IFRS adoption
was driven by external pressures, societal and cultural factors later created implementation challenges. These
challenges can result in uneven compliance, where IFRS is formally adopted but inconsistently applied.
Furthermore, both, DeFond et al. (2019), as well as Mameche (2019), reveal that expected benefits of I[FRS
adoption, like improved earning quality, greater transparency or increased foreign investment, remain mixed

or even negative in weak institutional environments.

Despite research on IFRS adoption and its economic and institutional drivers and implementation challenges,
influence of cultural power dynamics on this process have been less thematised. Existing studies examine that
dominant institutions exert significant influence over IFRS adoption in developing countries (Boolaky et al.,
2020; Sadaka, 2022). Simultaneously, cultural and linguistic differences continuously affect the application
and understanding of IFRS (Fourati et al., 2026; Guan et al., 2025). However, the interaction between these
external institutional pressures and local environments remain less studied. Therefore, this literature review
aims to examine whether IFRS adoption in emerging nations reflects the dominance of cultural power

dynamics.
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Methodology

This study applies a structured literature review methodology. Academic articles on IFRS adoption in relation
to culture and isomorphism were analysed to identify relationships and research gaps regarding cultural power

dynamics.
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Keywords

IFRS: A globally recognized set of accounting standards developed by the IASB to improve transparency,

comparability, and consistency of financial reporting across countries.

Isomorphic pressures: Developed by DiMaggio and Powell (1991), coercive, mimetic, and normative

pressures describe institutional forces that encourage organizations or countries to become similar.

Cultural power dynamics: The influence of dominant cultures, values, and norms on other societies through

institutions, policies, or practices, potentially shaping local decisions and behaviours.

Cultural dimensions: A framework developed by Hofstede et al., (2010) that measures cultural differences

between countries through dimensions such as power distance, individualism, and uncertainty avoidance.

Institutional legitimacy: The perception that an organisation’s or country’s actions are appropriate and aligned

with widely accepted norms, values, and expectations within its institutional environment
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