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What does Europe need to change as IFRS enter its second decade? 

 

Good morning, Ladies and gentlemen, 

Thank you to MEPs Dr Kamall and Stoloyan and to ACCA for having 

invited me as a speaker today to consider what Europe should change to 

best handle IFRS in their second decade. As a preamble, I wish to highlight 

that the views I am presenting today are my own. 

In the past decade, EFRAG has made many recommendations to the IASB 

– one of them being not to change what was not broken. I would make the 

same recommendation to Europe: do not change what is not broken. And if 

Europe wants to follow that recommendation, every change should find its 

justification in what has been identified as in need for improvement; 

therefore the starting point has to be the analysis of what has been 

achieved over this past decade. 

Different factors contribute to making the EU IFRS policy successful. And 

as we know, ECOFIN, in its meeting last November, has reaffirmed support 

to this policy. Those factors include: 

- The quality of the resulting standards and how they serve an 

effective financial communication between issuers and investors – 

and that includes stewardship - and therefore increase  investors’ 

confidence in European companies; 

- Europe’s ability to exercise influence on the development of 

financial reporting standards that have been delegated to the 

IASB; 

- The 2002 IAS Regulation and whether the endorsement process 

has put Europe in the position of making sound adoption 

decisions. 

Let’s consider each of these different factors in turn.  
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1) The quality of the standards and whether they serve their 

purpose.  

There is general agreement that IFRS have contributed to improving 

the quality of financial reporting in Europe. I want to see in the 

ECOFIN reaffirmed support for the EU IFRS policy, the 

acknowledgement of their positive contribution. In its first decade of 

operations, the IASB considered numerous potential changes to 

IFRS. Whilst many deliberations or proposals have been quite 

contentious, most of the controversy has been solved prior to 

publishing final standards, or projects have been abandoned. You 

may want to see in this outcome the positive effect of a true 

European influence. During this period, EFRAG was expressing 

repeatedly and very consistently two requests: 1) not to change what 

is not broken, i.e. adopt an evidence-based agenda setting; 2) to give 

a high priority to the revision of the conceptual framework so that no 

fundamental change would be made to the IFRS underlying 

accounting model before a thorough debate would take place. Our 

requests have been satisfied by decisions made recently by the 

IASB, which should have us look ahead with confidence. I consider, 

and the National Standard Setters in France, Germany, Italy and the 

UK who partner with EFRAG in our joint conceptual framework 

project agree, that it is critical for Europe to be confident in the 

outcome of the revision of the conceptual framework. In this project, 

issues which trigger quite intensive debate such as prudence and 

whether fair value measurement contributes to relevant financial 

reporting will be thoroughly debated. This is what I consider as the 

most important development for Europe at the outset of this second 

IFRS decade. And as I mentioned, EFRAG and its partners are quite 

actively supporting Europe in this effort.  

The next decade should also bring further improvement in two other 

areas: first the area of effect analysis and field test, i.e. to ensure that 

potential new requirements can be implemented in practice at a 

reasonable cost and provide the intended outcome on a consistent 

basis. EFRAG has paved the way in the past three years and has 
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established strong cooperation with National Standard Setters in the 

organisation of field tests. Going forward, we wish to integrate our 

efforts into those of the IASB, in a process that is open and 

transparent.  

The other area where more effort is needed is that of education. IFRS 

rely on the assumption that users are reasonably knowledgeable; 

education should help in ensuring the appropriate level of knowledge. 

Issuers need to be supported as well, as the implementation of 

principle-based standards require skills which were less in demand 

before IFRS were adopted or even before the latest more principle-

based standards were issued. The IFRS Foundation is allocating 

resources to education efforts. We collectively have to ensure that 

these efforts reach their targets, are made more visible and intervene 

more timely.  

 

2) Europe’s ability to exercise influence on the development of 

IFRS 

Looking back at the last decade, we should praise those who 

imagined how Europe should be organised to exercise proper 

influence on the development of IFRS. They have decided three very 

important features for this set-up: 1) to adopt a pan-European 

structure, consistent with Europe being the relevant level of 

jurisdiction for IFRS; 2) to separate clearly the responsibilities for the 

assessment of proposed or issued IFRS from a financial reporting 

perspective (the so-called “technical considerations”, i.e. to ensure 

that financial reporting best portrays economic reality in a transparent 

manner) and from an economic policy perspective (the so-called 

“political” considerations, i.e. to best handle inter-relationships 

between financial reporting standards and economic policy); 3) they 

have requested that the technical assessment of potential or issued 

IFRS be provided by a group that would be independent from national 

or other vested interests. High standards of transparency and 

accountability in the technical assessment have been adopted in 

EFRAG later on. This set-up has been important to ensure that the 
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European Commission would be best informed in its decision-making 

process and in the influence it exercises on the IFRS standard-setting 

process. It has been important to ensure that all European 

stakeholders would be considered on equal footing, that no particular 

national group (or groups) would dominate. Finally, it has led to 

ensuring that the European participation in the development of IFRS 

would be driven by the European public interest, and by no other 

particular interest. Examples of how Europe has been successful in 

its influence on the development of IFRS are numerous. Today we 

have distributed a paper providing examples of EFRAG’s 

effectiveness. Significant successes belong also to the European 

Commission in obtaining, for example, the creation of the Monitoring 

Board of the IFRS Foundation, becoming a party to the approval of 

the convergence programme, or obtaining changes to IAS 39 over 

night. Thanks to the widely acknowledged technical credibility of 

EFRAG, Europe has become one of the most robust participants 

worldwide in the development of IFRS as high quality financial 

reporting standards.  After 11 years, Europe may decide to make 

changes to the existing structure. The three important features I have 

just mentioned should, in my view, be maintained and the technical 

credibility of EFRAG and its know-how as a participant in the IFRS 

international debate should in one way or another continue to serve 

the public interest, as they are Europe’s very valuable assets and 

expertise in this debate. 

 

3) The 2002 IAS Regulation and whether the endorsement process 

has put Europe in the position of making sound adoption 

decisions 

I mentioned the vision of those who prepared the adoption of IFRS in 

Europe. I also approve of the decision they made to set the IAS 

Regulation as it is, i.e. to submit the IFRS to a double test, first that 

they lead to financial reporting that provides a true and fair view of the 

financial position and performance of entities, second that they are 

not deemed contrary to the European public good. 
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Voices are heard in Europe, explaining that our hurdle for adoption is 

too low, that as a result the IASB is not taking Europe seriously. 

Personally I do not think that Europe threatening non-endorsement is 

a means of influence. Rather strong influence comes with a 

constructive and technically credible contribution to the IASB 

standard-setting process, including by initiating debates when we 

think they should take place, very much in the way that EFRAG, and 

EFRAG with National Standard Setters in Europe, have done in the 

past decade. Fortunately Europe has also been very influential in 

shaping the IASB current due process and EFRAG, together with 

European stakeholders, contribute to make it very effective. 

We sometimes hear “but how come we don’t set as a condition that 

the change should be for the better?” I agree with those who ask the 

question that if Europe is collectively and repeatedly not satisfied that 

amendments to IFRS bring improvement, the EU IFRS policy should 

be reconsidered. IFRS would not meet their ambition. However a 

criterion based on “improvement” is in my view not practicable. What 

is “improvement” for some is moving backwards for others, this is 

quite a subjective notion. There are many different financial reporting 

solutions. Our assessment should remain based on whether investors 

and other users can understand the information presented, whether it 

is sufficiently transparent to them, and whether it can be produced at 

a reasonable cost. 

From a political perspective, the IAS Regulation plays its role as it 

protects Europe’s ultimate sovereignty in referring to the European 

public good, a criterion that only European institutions can properly 

apply.  

I would therefore not recommend any change in the criteria of the 

European endorsement process.  I think however that improvement 

could be achieved if economic policy considerations were considered 

collectively at an earlier stage in the standard-setting process, and a 

stronger interrelationship between EFRAG and the ARC took place.  
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To conclude, I would like to say that I consider the review that is 

undertaken after 11 years of IFRS adoption as a healthy process, and 

I trust that the conclusions will be for the better and will capitalise on 

the existing strengths that the European Commission and EFRAG 

have built so far for Europe. 

 

Thank you for your attention! 


