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Abstract

The subject matter of this thesis focuses on the implications of globalization for
accounting in Germany. In particular, it aims to critically examine the issues related
to the adoption of International Financial Reporting Standards (IFRS) in Germany.
The worldwide adoption of IFRS has been supported by the notion that a single set
of high-quality global accounting standards is an important means of enhancing
comparability of financial statements and reducing the cost of their preparation.
However, the broad aim of comparability in financial reporting depends upon both
the adoption and consistent application of IFRS across countries. The thesis
questions the simplistic assumption that the worldwide adoption of IFRS will
automatically lead to comparability in financial reporting because unique social,
political, economic, and cultural environments in countries are likely to undermine

the consistent interpretation and application of IFRS across countries.

As the accounting environment of a country would influence the interpretation and
implementation of accounting standards, it is particularly interesting to examine the
accounting environment of Germany that is considered different from that in which
IFRS have been developed. Germany has an accounting regime that traditionally
has a reputation of being focused on meeting the needs of creditors and insiders. In
order to achieve its aim, this study has the following objectives: (1) to examine the
factors in the German accounting environment that influence accounting practices;
(2) to examine the relevant issues related to the differences in the German and
English language versions of IFRS; (3) to provide empirical evidence on judgments
of German professional accountants on fair values; and (4) to examine the effect of

IFRS adoption on accounting modernization in Germany.

Four papers were completed for this thesis. The first paper entitled “Contextual
Issues of the Convergence of International Financial Reporting Standards: The Case
of Germany” shows that accounting as the language of business is deeply embedded

in a country’s social, political, and economic environment and that these contextual
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factors cannot be ignored in the process of convergence. Specifically, by invoking
the accounting ecology framework and interviewing selected stakeholders, this
study critically examines the unique features of the accounting environment in

Germany.

The second paper “Linguistic Relativity of Accounting and Global Convergence of
Financial Reporting Standards” provides an in-depth discussion of issues related to
the use of language in accounting. It reviews studies that examined the impact of
language on the application of various accounting techniques and the interpretation
of selected accounting information. This paper clearly shows that accounting is not
neutral and value-free, and that accounting information is influenced by the

language through which that information is conveyed and interpreted.

The third paper is entitled “Adoption of IFRS in Germany: A Case of ‘Lost’ in
Translation?” and it investigates the issues related to the use of language in
accounting. In particular, based on a comprehensive review of the relevant
literature, this study measures the meanings attributed to the prominent concept of
IFRS, i.e. “fair value”, in English and German languages, using the semantic
differential technique (SDT) and similarity judgments of German professional

accountants.

The fourth paper “Realities of Globalization of Financial Reporting Standards:
Evidence from Accounting Modernization in Germany” offers a critical
examination of the recent reforms of the regulatory environment in Germany. Data
for the study were collected through a document survey and from interviews with a
selected group of key individuals and an online focus group that had an influence on

and/or interest in accounting regulation in Germany.

The four papers provide valuable insights into the issues associated with the
adoption of IFRS in Germany. The findings of this study provide evidence of the
importance of considering the contextual influences in understanding accounting
standards and practices in a country. It develops a framework that can be used to
analyse linguistic relativism in the context of IFRS. Specifically, this framework
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divides IFRS into two groups, namely, lexicon and grammar, and it depicts various
dimensions of linguistic influence on both groups, such as connotative meaning,
denotative meaning, readability, understandability, and translation. It also provides
empirical evidence that the meaning of “fair value” varies between German and
English languages. Importantly, it demonstrates that differences in meaning
associated with accounting terms affect accounting judgments and may hinder a
consistent application of IFRS in Germany. Findings of this study raise some
interesting issues related to international financial reporting, as they suggest a shift
in the German accounting system away from the Continental European model of
accounting. Findings of this study have implications for the International
Accounting Standards Board’s (IASB) push for international convergence toward
IFRS as well as other institutions such as German accounting standard setters.
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