
Journal of Contemporary Management 

 Submitted on 22/Apr./2013 

Article ID: 1929-0128-2013-04-73-12 

Onkutlwile Othata, Bonu Narayana Swami, and Pritika Singh Baliyan 

~ 73 ~ 
 

Understanding Accounting Standards Changes in 

Developing Economies: Botswana Case  

Dr. Onkutlwile Othata (Corresponding Author) 

Faculty of Business, University of Botswana 

P/Bag 00701, Gaborone, BOTSWANA 

Tel. +267 355 2235 E-mail: othataoo@mopipi.ub.bw 

 

Dr. Bonu Narayana Swami 
Faculty of Business, University of Botswana 

P/Bag 00701, Gaborone, BOTSWANA 

Tel. +267 355 4061 E-mail: bonuns@mopipi.ub.bw 

 

Dr. Pritika Singh Baliyan 
Faculty of Business, University of Botswana 

P/Bag 00701, Gaborone, BOTSWANA 

Tel. +267 355 2236 E-mail: baliyanp@mopipi.ub.bw 

Abstract: The past decade has been marked by significant changes in accounting standards and 

procedures.   Most of the changes have been inspired by massive corporate failures and financial 

scandals that have rocked the global economy and perceived loopholes in practice.  In all cases, the 

origins of the changes are traceable to developed countries.  Nonetheless, less developed economies 

find themselves having to adopt standards and regulations developed indirectly to solve problems in 

developed economies. The objective of this paper is to explore how these changes in international 

accounting standards and practices are affecting companies in developing economies and adopts 

Botswana as a case country. This paper explores changes in four standards (IAS 16, IAS 36, IAS 32 

and IAS 39).  The study focuses on understanding the challenges faced by Accountants in 

implementing the changes and also the impacts that these changes have on the perceived quality of 

financial reports.  The study adopted middle range thinking methodology which utilized cross 

sectional data.  Data were collected through semi-structured questionnaires supplemented by 

interviews.  The paper concludes that while the changes are perceived a welcome development, the 

challenges they pose to Accountants in developing economies are a reflection of the fact that 

international accounting standard setting is dominated by developed countries.  

JFL Classifications: M41, M48, O10 

Keywords: Accounting standards, Accounting, Developing economy  

1. Introduction 

The International Accounting Standards Board (IASB) has in the past decade been very active 

in revising or amending existing as well as introducing new international accounting standards for 

adoption by member countries.  For example, in May 2011 alone, four new and two revised 

standards were issued.  Of significance is that many of the current or recent changes are prompted 

by the need to address perceived loopholes in existing standards which have enabled some financial 
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scandals and improprieties to occur.   For example, in 2009 the IASB issued amendments to IFRS 

“Financial Instruments Disclosure” in response to the global financial crisis (www.ifrs.org).  

Further the IASB’s work plan as at 30 September 2011 included the revision or amendment of  

three standards and the development of one exposure draft  which are grouped under the heading 

“financial crisis related projects” (www.ifrs.org). Other revisions, amendments and issuance of new 

standards are in direct response to calls from members to provide guidance on specific transactions 

and disclosures which confuse them or are not being uniformly treated.  For example in 2009, an 

amendment to IAS 39 “Embedded Derivatives” was issued as a response to:  

“requests received from those taking part in the recent round-table discussions 

organized by the IASB and the US Financial Reporting Standards Board (FASB) to 

clarify the requirements in IAS 39 Financial Instruments: recognition and 

Measurement and in IFRIC 9 Reassessment of Embedded Derivatives. Participants also 

asked the IASB to act in order to prevent any diversity in practice developing as result 

of the amendments made to IAS 39 in October 2008, which permit the reclassification 

of particular financial assets.” 

[http://ifrs.org/Current+Projects/Embedded+Derivatives+(amendments+to+IFRIC+9an

d+IAS+39)/summary.htm] 

These observations of changes in standards and the reasons thereof would appear to indicate 

that it is mainly issues or problems experienced in or originating in developed countries that trigger 

them.  This leads to the question of whether developing countries also benefit from such changes.  It 

also leads to the question of whether these changes do not present challenges to developing 

countries, which challenges further lead to the distortion of financial reports as opposed to 

improving their quality.  These questions are pertinent given that accounting is situation specific 

(Perera, 1989) and further that the level of financial/economic development of a country influences 

the complexity of financial transactions and hence accounting practices. Walton et al, (2003) further 

argued that a Country’s culture also influences its accounting practice in that accounting is itself a 

social construct.  This paper thus sees the potential for standards highly influenced by concerns in 

developed countries not having the desired impacts in less developed countries and seeks to explore 

whether indeed this is the case.  The paper uses Botswana, a developing African Country as a case 

study and samples three standards. 

2. A Framework for Understanding International 
Accounting Standard Changes 

It has long been accepted that change in the social sphere is not some value free activity or 

natural phenomenon.  Different social theoretical perspectives ranging from contingency theory 

(e.g. Otley, 1980), social construction theory (e.g., Berger and Luckman, 1967) through institutional 

theory (e.g. Powell and Di Magio, 1991 and Scott, 1995) to critical theory (e.g. Habermas, 1984) 

argue that change in society occurs as social actors attempt to improve on the status quo.  The 

departure point of such change is some form of analysis, both status quo and historical.  At the 

foundation of contingency theory is the claim that an analysis of the contingent external and internal 

environmental factors is the foundation of any decision.  Change therefore occurs or is implemented 

as the decision maker seeks to align practices or the organization with the contingent factors.  When 

contingent factors change, practices can therefore be expected to follow suit.  In social construction 

theory, Berger and Luckman (1967) argued that social activities are created by social actors through 

an institutionalization process.  Change can therefore be conceptualized as occurring when the taken 

for granted assumptions, knowledge and norms are analyzed and found to be ‘faulty or invalid’.  

http://www.ifrs.org/
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Once found ‘faulty or invalid’ new assumptions, knowledge and norms are developed which will 

then lead to changes in practices, behavior and thinking. 

Institutional theory on the other hand starts from the premise that social structures such as 

norms, rules and routines underlie authoritative guidelines for behavior and action in a particular 

environment (Scott, 1995). Change therefore starts with an analysis of current practices versus these 

structures.  For critical theorists change starts with historical analysis. 

“Historical analysis is not some value free activity, but is undertaken with 

a particular purpose in mind: to analyse points of progress, to discern the 

mechanisms leading to their emergence and to allow these to be used 

again to encourage societal development to a truer, freer and more just life 

for all.” [Laughlin, 1987, p.482] 

This paper hence adopts the broad social theory view that change in general is implemented to 

improve the status quo.  The IASB explain their objective of standard setting as below: 

“The IASB, by developing high quality accounting standards, seeks to 

address a demand for better-quality information that is of value to all 

users of financial statement. Better – quality information will also be of 

value to preparers of financial statements” 

[www.ifrs.org/how+we+develop+standards/setting+the+agenda.htm] 

Following this line of thought, the paper thus questions whether the changes in IAS and IFRS 

represent improvements to the status quo.  The question is particularly relevant because accounting 

as a social practice is influenced by environmental factors which vary across countries (Haller and 

Walton, 2003).  It is also true that the International Accounting Standards Board (IASB) issues 

exposure drafts which precede changes as either as a response to requests from members and other 

stakeholders or a response to their own observations and concerns. 

“To help the IASB in considering its future agenda, its staff are asked to 

identify, review and raise issues that might warrant the IASB’s attention. 

New issues may also arise from a change in the IASB’s conceptual 

framework.” 

[www.ifrs.org/how+we+develop+standards/setting+the+agenda.htm] 

Since the IASB is based in the United Kingdom, the influence of IASB staff on standard 

setting also raises the question of whether users of standards (both readers and preparers of financial 

statements) from other parts of the world are not overwhelmed with standards that best serve the 

interests of Europe and the developed world.  Though it can be argued that member countries need 

not adopt all standards that are issued or revised and also that standard development (including 

revision) is a consultative process in which the views of all are considered, three problems negate 

this argument.  First is the influence of multi- national corporations in developing countries.  These 

corporations often demand similar if not uniform practices for their subsidiaries and associates 

across the globe hence their subsidiaries often have to adopt revisions and new standards as issued 

in the developed world.  The second reason is that some of the developing countries do not have 

capacity to adapt standards or develop their own.  Nobes and Parker, (2004) argued that strong 

accounting professions are a necessity for a Country to have strong accounting practices which 

includes the ability to develop and adapt own standards.  In fact, it has been argued elsewhere (e.g. 

IASC 1998) that International Accounting Standards are intended to be globally adopted and also to 

help countries who do not have adequate capacity to develop own standards.  For Botswana in 

particular, the influence of foreign qualifications cannot be ruled out.  All Accountants in Botswana 

hold foreign accounting qualifications because at the time of conducting this research, the local 
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qualification had just been launched.  Lastly, it has long been argued that the standard setting 

process is itself political and that the views of the less powerful stakeholders are easily ignored in 

favour of those of the more powerful (Gerboth, 1973; Hines, 1991 and Solomons, 1978).   

A loose theoretical framework can be developed from the above theorizations regarding 

accounting standards change.  First is the assumption that for accounting standards to be changed, 

there has to be a ‘trigger event’ or ‘kick’ (Laughlin, 1991) in the financial or accounting 

environment.  The ‘kick’ can take any form ranging from a financial or corporate scandal at one 

extreme to a mere observation of a ‘loophole’ in standards or practice at the other extreme.  The 

effect of the kick is to cause the IASB to analyze the extent to which existing standards meet the 

objectives of accounting.  Once a gap in meeting the objectives is identified, a (somewhat long) 

process to amend/revise or set a new standard which will enable the objectives to be met will be 

started. The process then concludes with a revised/amended or new standard.  During the process 

the comments and viewpoints submitted are evaluated and in an ‘ideal speech situation (Habermas, 

1989, 1984) the most ‘sensible’ suggestions will ultimately determine the outcome of the process.  

However, because standard setting does not take place in an ideal speech situation setting, it is the 

views of the most dominant stakeholders that ultimately determine the outcome of the process.  The 

needs of the least dominant stakeholders are therefore met coincidentally and in some cases, they 

are not met at all.  In cases where the new or revised/amended standard does not meet the needs of 

the less dominant stakeholders, the new or revised/amended standard may pose threats to meeting 

the objectives of accounting. This theoretical framework of course requires research data to "enrich 

and develop it into a more coherent model" (Laughlin, 1991). 

3. A Review of Accounting Standard Adoption and Changes in 
Other Parts of the World 

There is a growing body of literature which highlights the challenges to developing countries 

brought by the adoption of recently pronounced international standards. Masúd, (2012) for example, 

identified several challenges in Nigeria that resulted from the adoption of international standards in 

2011.  The challenges cited included, high costs of transition, low levels of preparedness and 

complexity of the standards.  The implication of the low levels of preparedness is that Practitioners 

may not be applying the standards correctly.  The incorrect application may further mean that 

corporations may be producing information of a lesser quality than intended. It may further indicate 

that regulators and the Government are not capable of providing the necessary support, guidance 

and ‘policing’.   In addition, Owolabi and Iyoha (2012) reported that the ethical environment in 

Africa and úntrained’ manpower present challenges to achieving the benefits of adopting the 

standards.  These findings are consistent with those of the World Bank (2006) who reported poor 

application of standards in Botswana.  The World Bank identified poor training of Accountants and 

lack of oversight by the Professional Institute for Botswana’s poor application of standards. 

Clearly the reported challenges pose threats to the quality of accounting information and hence 

the extent to which accounting meets its objectives.  A study by Outa (2011) concluded that the 

adoption of international financial reporting standards by listed firms in Kenya did not result in 

improved quality as envisaged.  These findings are consistent with those in other parts of the world.  

It is key to note that this problem of decreased quality is not limited to Africa or developing 

countries only.  Studies conducted in developed European Union member countries such as 

Germany (Hung and Subramanyan (2007) and Greece (Athianos, et al, 2005) also report similar 

results.  The results from Europe are interesting if only because Germany and Greece are European 

Union member countries and the International Accounting Standards Board is ‘heavily’ influenced 

by the European Union. The International Accounting Standards Board has since inception been 
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chaired by a member from a European Union member country and five of the fourteen members of 

the present board are from European Union member countries.  It could thus be reasonably expected 

that non-European Union member countries will derive less accounting quality from applying 

International Accounting Standards. 

4. Case Study: Accounting Changes in Botswana 

4.1. Methodology  

As a starting point for the research, a loose framework regarding accounting standard changes 

was developed.  The theoretical framework was then used to focus data collection. Primary data 

were collected by means of a questionnaire which contained both closed and open ended questions.  

The questionnaire was distributed through electronic mail and hand delivery. The data collected 

sought to establish the perceptions and experiences of Accountants regarding changes in the 

selected International Accounting Standards.  These were Accountants with professional 

qualifications as recognized by the Botswana Institute of Chartered Accountants. A list of registered 

practicing Accountants was obtained from the Botswana Institute of Chartered Accountants website 

(www.bia.org.bw) and all 51 registered as at October 2011 were selected for the study.  A total of 

thirty responses were received, representing a response rate of 58%.   The 51 Accountants practice 

in 29 registered firms and responses were received from Accountants serving in 21 of the firms 

representing a 70% firm response rate. Supplementary data were collected through interviews with 

Accountants practicing in various corporations in Botswana including Government owned 

Companies and private companies.  Other information was also obtained from annual financial 

reports of eighteen companies listed in the Botswana Stock Exchange (BSE) domestic listing, five 

annual reports of Government owned organizations and six annual reports of private companies not 

listed in the BSE. 

The data collected were then analyzed using the framework as a point of reference.  Emerging 

patterns were then ‘fed back into the framework to develop it into a more coherent model. The 

objective was therefore not to use the data to test the loose framework as a hypothesis. The 

approach was therefore similar to Laughlin’s (1995) middle range thinking methodology. 

The study sampled four key standards namely IAS 16, Property Plant and Equipment; IAS 36, 

Impairment of Non-Current Assets; IAS 32, Financial Instruments Presentation; and IAS 39, 

Financial Instruments, Measurement and Recognition.  Background information on the sampled 

standards and the reasons for selecting the standards are elaborated on below. 

4.2. Background Information on the Sampled Standards 

4.2.1.  IAS 16 and IAS 36 

Accounting for Property, Plant and Equipment in the context of the Historical Cost System 

was first initiated under Exposure Draft  E18 in August 1980 and adopted as IAS16 (Accounting for 

Property, Plant and Equipment in March 1982)  effective from 1 January 1983.  Exposure Draft E43 

of May 1992 was adopted in December 1993 revising as part of the `Comparability of Financial 

Statements’ projects’ with effective date of 1 January 1995.  In 1998, IAS 16 was revised by IAS 36 

dealing with Impairment of Assets bringing its effectiveness from 1 July 1999. It was again revised 

in 2003 and 2008. 

These standards place an expectation on the reporting entities to conduct some form of asset 

valuation beyond the traditional accounting based depreciation models in order to meet the fair 

value model requirement.  Such an expectation puts an extra requirement on the market to have 

expertise to conduct such valuations.  For developing countries, the existence of such expertise may 

itself be a challenge. For Botswana in particular, previous research (e.g. Othata, 1994) indicated that 
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readers of accounts and Accountants believed that asset values based on some form of market data 

would be more valuable than historical cost based valuations.  The inclusion of these standards in 

the study is therefore also grounded in history. 

4.2.2.  IAS 32 and IAS 39 

The history of standards on financial instruments amendments can be traced back to July 2001 

when the IASB announced its technical agenda to include improvements to IAS 32: Financial 

Instruments: Disclosure and Presentation and IAS 39 Financial Instruments: Measurement and 

Recognition. [www.iasplus.com/agenda/0107.htm]. 

IAS 32 by comparison to IAS 39 is less complex and more straightforward to apply.  IAS 39 

on the other hand is more complex and its many amendments as an attempt to simplify it bear 

testimony to this. In fact, IAS 39 is regarded as possibly the most complex and controversial 

standard in application.  The UK government even described the standard as follows: 

“IAS 39 itself is by far the most difficult standard the International Accounting Standards 

Board (IASB) has produced.” [www.hmrc.gov.uk/manual/cfmmanual/cfm16010a.htm]  

IAS 39 was originally issued in 1998 to complement IAS 32 which was originally issued in 

1995.  The first revision of IAS 39 was in 2000 followed by another in 2003. The 2003 amendment 

included the ‘fair value option’.  This amendment allowed for the first time entities to measure 

financial instruments at fair value upon initial recognition if fair value could be reliably established. 

The amendment therefore placed an expectation on Accountants or entities to have the expertise of 

determining fair value of financial instruments.  The fair value option amendment was further 

amended in 2005 to restrict the use of the fair value option.   

The changes in standards for financial instruments are still continuing with IAS 32 set to be 

replaced by IFRS 7 and IAS 39 set to be replaced by IFRS 9.  The seemingly continuous 

amendments to these standards made them attractive for this study.  Further, as has already been 

argued, these are complex and difficult standards and for an environment such as Botswana whose 

accounting profession is still developing, the standards are likely to pose challenges. 

 

4.3. The Accounting Environment in Botswana 

Accounting practice in Botswana is governed by the Accountants Act and overseen by the 

Botswana Institute of Chartered Accountants (BICA).  BICA was established in July 1990 and up 

until March 2011 was known as the Botswana Institute of Accountants (BIA).  The change of name 

came with the launch of the local chartered accountancy qualification and the restructuring of the 

Institute with technical assistance of the Institute of Chartered Accountants in England and Wales 

(ICAEW). 

 Being the only professional accounting institute in the country, the BICA is also tasked with 

registering accountants and overseeing the implementation of both accounting and auditing 

standards.  Through its affiliation to the International Federation of Accountants (IFAC) and the 

International Accounting Standards Board (IASB), the BICA has responsibility for the adoption and 

adaption of International Accounting Standards (IASs) and International Financial Reporting 

Standards (IFRSs). As at October 2011, the BICA had fifty one registered practicing accountants 

(www.bia.org.bw).  These forty two were practicing in twenty nine public accounting firms which 

included global firms such as Price Waterhouse Coopers, Deloitte and Touché, Grant Thornton and 

Ernst and Young.  In addition, there is an unknown number of professionally qualified Accountants 

practicing in industry who are not registered to practice as public Accountants who are nonetheless 

members of the BICA. 
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In addition, the Government of Botswana in 2010 through the enactment of the Financial 

Reporting Act established the Financial Reporting Authority which at the time of conducting this 

research, was yet to be functional. 

4.4.    How the Accountants in Botswana Perceive the Changes  

 4.4.1.  IAS 16: Property Plant and Equipment &  
IAS 36: Impairment of Non-Current Assets 

The majority of respondents were of the perception that the revised practice of reporting asset 

values is at least in theory an improvement on the previous practice of reporting book values. For 

example one respondent replied “Yes, revaluation model is more reflective of the market”.  They 

concurred with the reasons advanced by the IASB that the new practice leads to the reporting of 

values that closely reflect market reality.  The profits being reported are also regarded as being 

more ‘realistic’.  The perception is that Company Directors and other users of financial reports have 

always disliked book values regarding them as useless for decision making and therefore the 

requirements of IAS 36 have been received very well. 

Despite the positives being associated with reporting carrying costs as opposed to book values, 

the majority of Accountants reported experiencing serious challenges in implementing the 

requirements of IAS 16 and 36.  A major challenge is that of conducting impairment checks in order 

to determine carrying costs.  One Accountant in a Government owned organization remarked 

 “We don’t do it [impairment checks], we ask our Auditors to do it and give us a value.  

But if you ask me, I think they just do a thumb suck”. [Respondent 1. (emphasis on the 

original, italics added)].   

This sentiment that company staff believed that conducting impairment checks was for 

Auditors to do was corroborated by Auditors and one complained that 

 “Directors still think that it is the duty of the Auditor to verify assets and report carrying 

costs”.  [Respondent 2] 

The challenge therefore is on whose responsibility is it to conduct impairment checks.  This 

apparent lack of role clarity is despite the fact that Companies in their annual reports state that it is 

the Director’s responsibility to ensure that adequate accounting records are maintained and that the 

Auditors responsibility is to.” report on the fair presentation of the financial statements” (Botswana 

Power Corporation, 2008, p.30). 

It however emerges that management engages professional Valuers to conduct the actual 

valuation of property, plant and equipment.  For assets such as buildings, property Valuers are 

readily available in the market and are often engaged.  A challenge for Botswana is that there is a 

serious shortage of qualified and experienced Valuers of other assets and as a result, the carrying 

costs reported may be suspect.  This challenge is particularly felt in industries that have invested 

heavily in plant and equipment such as mining.  Other organizations however state that 

management conducts impairment tests in order to determine appropriate carrying costs.  For 

example, Botswana Telecommunications Authority state that “The management reviews and tests 

the carrying value of assets when events or changes in circumstances suggest that the carrying 

amount may not be recoverable” (Botswana Telecommunications Authority, 2008, p.50).  The same 

report goes on further to caution that estimates are used in determining appropriate carrying 

amounts and further that the methods involved depend on many uncertain factors.  
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4.4.2. IAS 32: Financial Instruments Presentation &                       
IAS 39: Financial Instruments, Measurement and Recognition 

Respondents views regarding IAS 32 and 39 were somewhat mixed and inconclusive since 

respondents were divided in their opinions and perceptions.  Though respondents were unanimous 

that the standards had potential to make the liquidity position of the firm clearer, the widespread use 

of estimations and imputations in accounting for financial instruments posed a threat to objectivity 

and reliability. Others were of the opinion that the standards were not well understood by many, 

hence they introduced unreliability. For example, one responded remarked 

 “Usually Accountants are not aware of the exact requirements and they shoot in the dark 

and account for transactions by trial and error.” [Respondent 3] 

Some felt that the use of estimations eroded any benefits whilst others were of the opinion that 

the estimations and imputations were not a credible problem.  Those who were concerned about the 

use of estimates argued that more uncertainty and potential increased subjectivity was being 

brought into the financial reports.  It was also largely felt that the requirements of IAS 32 and 39 

were more appropriate to banks, other financial institutions and companies that tended to carry 

more debt in their balance sheet such as construction companies.  On whether these requirements 

improved the overall quality of financial reports, the emerging view was that not many Directors 

were aware of or ‘overly’ concerned about financial instruments. 

An analysis of practices revealed that companies tended to differ in terms of how they treated 

financial instruments.  For example, in some companies over-due debts amounts and ‘long term’ 

debtors such as 2 year retentions were discounted whilst other carried them at book values.  

Companies also adopted different ‘parts’ of the standards whilst others simply did not disclose how 

they account for financial instruments. 

5. Critical Reflection 

5.1. IAS 16 and IAS 36  

The revised reporting of property plant and equipment in accordance with IAS 16 as read with 

IAS 36 answers a very old debate in financial reporting.  The inadequacy of reporting non-current 

assets at book values was discussed as far back as the 1970’s. Chambers (1970, 1971) Eckel, (1976) 

Solomons (1971) for example have long argued for a model that uses some form of current or 

market related value to report non-current assets in financial reports.  Sterling (1984) went further to 

declare that by reporting assets at book values, companies are actually reporting useless 

information.  Perhaps more relevant for Botswana, Othata (1994) reported that the average reader of 

accounting reports in Botswana were laboring under the misconception that book values were 

market values! Othata (ibid) also reported that the few who understood that book values were not 

market values, believed that market values would actually provide more useful information. This 

historical evidence on Botswana provides the strongest indicator yet that IAS 16 and 36 have 

potential to improve the value and ‘usability’ of financial reports in Botswana. This provides a 

further indicator that despite the fact that the standards were developed possibly in response to 

needs identified in more developed countries, they are relevant to developing economies as well.  

However, the challenges that Accountants in Botswana are experiencing in adopting the revised 

standards have two main implications; 

Firstly, they demonstrate and cement the argument that the standard setting process is political. 

The challenges further cement the view that accounting practice is influenced by the environment.  

Secondly, the environmental disturbance or ‘kick’ (Laughlin, 1991) which led to the standards 

being revised occurred in a different environment.  The solutions (i.e. revisions of standards) may 
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therefore be difficult to apply in different environments.  The environment in Botswana is clearly 

different from that in the developed world as evidenced by the challenges that Accountants in 

Botswana face. Further analysis indicates that the change process can be traced as far back as the 

1970s when the subject of asset valuation was hotly debated in academic literature (e.g. Chambers, 

ibid).  This therefore implies that the environmental disturbance or kick was not ‘instantaneous’ but 

rather evolved with history as Accountants and relevant Stakeholders sought to improve on existing 

practice.  The kick itself was an observation of a ‘loophole’ in practice and academics debated the 

‘loophole’ in an ‘ideal speech situation (Habermas, 1984) where the concern was for a theoretically 

superior practice to emerge. Academics proposed model after model including Chambers’ (1970) 

continuously contemporary accounting (COCOA) but none emerged as a viable alternative to 

historical cost based book values.  In the apparent absence of a power relationship (Wrong, 1979) 

among the debating academics, the search for a theoretically superior practice to emerge, prolonged 

and spread over three decades.   

A breakthrough was finally reached when the IASB took it upon themselves to seek to develop 

an improved asset valuation method.  By entering the debate, the IASB therefore brought in a power 

relationship in which the focus shifted from finding a theoretically superior practice to finding a 

practice that was acceptable to the dominant stakeholders.  The new standards (IAS 16 and IAS 32) 

hence are products of the preferences of the dominant stakeholders in the accountancy profession. 

5.2. IAS 32 and IAS 39 

The reporting of financial instruments does not have an elaborate history compared to the 

reporting of non-current assets. In Botswana there is no publicly available research on the subject. 

However evidence from the research would appear to indicate that the kick for the amendment to 

IAS 39 –“fair value option”, was a perceived loophole in existing practice: 

“The amendment was developed after a number of commentators, 

including the European Central Bank, The Basel Committee and the EU 

Commission raised concerns that the fair value option in revisions to IAS 

39 in December 2003, which permitted any financial instrument to be 

designated as at FVPTL at initial recognition, may be used 

inappropriately.”   [ (Deloitte Global IFRS Leadership Team, 2005) 

The loophole was identified by very powerful stakeholders who then ‘caused’ the IASB to 

start the process of change.  However, the solution proposed by the IASB fell short of the 

expectations of some key stakeholders and a political battle ensued. European Banks in particular 

found the standard not to be applicable to European conditions and through their federation 

(European Banking Federation) voiced their concerns in a press release in June 2004 (see 

www.fbf.fr/web/internet2010/Content_EN.nsf/documentsByIDWeb/888GNE?OpenDocument). 

Despite the Banks’ objections, the European Union eventually endorsed the amendments to be 

applied throughout member countries. Perhaps most interestingly, the European Union has called on 

the European Banks, the IASB, the European Central Bank and the Basel Committee to continue to 

look for a solution to address the concerns raised by the Banks.  The EU’s decision to endorse the 

amendment shows clearly the role of power in the standard setting process.  It also clearly shows 

the power that the EU has over international accounting.  The EU further issued the IASB an 

ultimatum to have developed the necessary amendments to the standard: 

“The (European) Commission has also adopted a political declaration 

stating that it expects the International Accounting Standards Board 

(IASB) to bring forward the necessary amendments to the current full fair 

value option by December 2004…” 
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[www.europa.eu/rapid/pressReleasesAction.do?Reference=IP/04/1385&f

ormat] 

The issuance of the ultimatum further demonstrates that the EU does not only have influence 

over the IASB but has power over them.  This apparent power of the EU indicates to the possibility 

that international accounting standards may not have their intended benefits outside the EU.  A key 

lesson from this theorization is that Accountants and other stakeholders outside the EU are likely to 

face challenges in applying the standard on financial instruments.  Hence, it is understandable that 

Accountants in Botswana are facing some challenges 

6. Summary, Recommendations and Concluding Thoughts 

The challenges that Accountants in Botswana experience regarding the application of some 

aspects of the revised standards as discussed in this paper can be expected to mirror those 

experienced in other developing countries.  The rationale for the revisions was heavily influenced 

by concerns of stakeholders in more developed countries. Further, the process of amending 

standards is largely controlled by powerful stakeholders in the developed world.  As a result, the 

ultimate amendments are reflections of power relations within the international accounting sphere.  

The ‘dispute’ between the IASB and European Banks regarding IAS 39 and the ‘forceful’ 

intervention of the EU provides the strongest indication of the critical role played by power 

relationships in international accounting standard setting.  Because of this power relationship, 

accounting practices in less powerful developing countries such as Botswana are merely ‘colonized’ 

(Laughlin, 1991).  The ‘colonization’ among others, results in Accountants, Auditors and Directors 

in developing countries facing serious challenges in applying the amended standards. 

The challenges then impede the intended benefits of the amendments from being enjoyed in 

the developing countries.  This leads to the possibility that because of the challenges, the 

amendments may actually have led to a deterioration of the quality of accounting reports in 

developing countries.  We hasten to add however that this is only a possibility and that only further 

research can clarify the situation. By way of recommendation, Accountancy bodies in developing 

countries should step up campaigns to educate both Professional Accountants and other 

stakeholders on contemporary issues. Ideally, the Accountancy bodies could adapt the standards to 

suit their environments.  A major problem with this approach however is that many of the 

developing countries do business with ‘powerful organizations and governments situated in the 

developing world’. These powerful organizations and Governments necessarily dictate terms of 

trade including accounting practices.  Heavy adaption is therefore not viable, hence the 

recommendation for Accountancy bodies to take the lead in educating relevant stakeholders. 

As part of their education campaigns, accountancy bodies could collaborate with relevant 

stakeholders such as Institutes of Directors, Tax Authorities, chambers of commerce and Investor 

groups to ensure that all understand the changes and their implications. 

Finally, as is customary, we caution that our conjectures be understood within the confines of 

the standards amendments reviewed in this paper.  Reviews of amendments relating to other 

standards need to be undertaken in order to further develop our conjectures into coherent theory. As 

a parting shot therefore, we challenge researchers especially in other developing countries to 

undertake such reviews and analyses.    
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