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ABSTRACT:

In their droves, many countries are joining the bandwagon of adopters of International Financial Reporting 
Standards (IFRSs), perhaps, taking for granted the human behaviors possibly influencing their decisions. 
Drawing upon themes from psychology, this paper elicits students’ perceptions of the role of subliminal 
behavioral biases that are likely influencing IFRS adoption decision. Factor analyses methods were 
performed on questionnaires administered on 63 undergraduate students studying accounting and finance in 
a University in Nigeria. The results suggest that eight behavioral components explain more 70% of the 
decision to adopt IFRS in Nigeria. This finding is generalizable to other countries because human beings 
make (do not make) decisions in all countries. An understanding of the perceived influence of the 
psychological themes operationalized in this paper enhances an understanding of human biases influencing 
the decision to adopt IFRS. 

This paper recommends that behavioral approaches should be employed to persuade decision makers in 
countries where IFRS has not yet been adopted to follow suit.

Keywords: International Financial Reporting Standards; Behavior, Psychology, Decision making, 
Factor Analysis, Principal Components, Varimax Rotation, Oblimin Rotation Questionnaire.

1. Introduction:

In their droves, many countries are joining the bandwagon of adopters of International Financial Reporting 
Standards (IFRSs), perhaps, taking for granted the human behaviors possibly influencing their decisions. 
This is in spite of the different cultural, economic, social, and political milieu in which countries operate. 
Economic reasons for the adoption have been well documented (e.g., Choi and Meek, 2011; Radebaugh et 
al., 2009), and they include growth and spread of multinational corporations, increased global competition, 
financial innovation, cross border mergers and acquisitions, and liberalization and internationalization of 
capital markets around the world. These reasons can be explained by expected utility theory (Kahneman and 
Tversky,1979) which does not reflect investors’ actual choices nor consider the influences of behavioral 
biases.

Some behavioral influences perceived to be responsible for the adoption of IFRS may not have been made 
known as yet in the literature, hence the essence of this paper. Drawing upon themes from psychology, this 
paper elicits students’ perceptions of the role of subliminal behavioral biases that are likely influencing IFRS 
adoption decision. This paper therefore is an attempt to provide some plausible behavioral explanations for 
why countries are adopting (or have adopted) IFRS as perceived by accounting and finance undergraduate 
students in a University in Nigeria. 
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Factor analyses methods were performed on questionnaires administered on 63 undergraduate students 
studying accounting and finance in a University in Nigeria. The results suggest that eight behavioral 
components explain more 70% of the decision to adopt IFRS in Nigeria. This finding is generalizable to 
other countries because human beings make (do not make) decisions in all countries. We recommend that 
behavioral approaches should be employed to persuade decision makers in countries where IFRS has not yet 
been adopted to follow suit.

To the best of our knowledge, we are not aware of prior papers that have investigated the influence of 
human behavior on the adoption of IFRS. This paper appears to be the first to do so. The paper thus provides
a novel bridge between international accounting and cognitive psychology. 

1.1. Background of the study:

A lot has been written and researched about the adoption of IFRS in different countries; howbeit, from 
different prisms unrelated to the perceived psychological biases at play in the decision to adopt IFRS.  
Herbert et al. (2013) examine whether academics including accounting lecturers, students and practitioners 
(auditors, accountants, and financial analysts) are ready to embrace IFRS. Owolabi and Iyoha (2012) study
the potential benefits and challenges of adopting IFRS in 10 African countries by sampling the opinion of 
preparers and users of financial statements. It is instructive to note that both Herbert et al. (2013) and 
Owolabi and Iyoha(2012) did not examine perceived psychological reasons that are informing IFRS 
decision adopters. Interestingly, Herbert et al. (2013) wondered (but did not provide any answer) as to why
countries are adopting IFRS. Thus, it appears there is a void on this topic in the literature.  Consequently, the 
motivation of this paper is an attempt to fill the gap in the international accounting literature by identifying 
and proffering plausible psychological explanations perceived to influence the adoption of IFRS. In our 
view, applying psychology to international accounting will enable a better understanding of the thought 
processes informing countries’ decision to adopt IFRS. 

The analysis conducted in this paper revolves around three prominent accounting prospects or regimes 
shown in Figure 1:

USA

C.
IFRS

Figure1.  Three prominent accounting prospects around the world

A = Home grown/domestic standard.     
B = Statements of Financial Accounting Standard, SFAS.    C = IAS/IFRS.
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For the USA only, A = B, meaning that there are two mutually exclusive choices for the USA: either A/B or 
C but not both as the USA must eventually decide in favor of one.  For Europe and the rest of the world, it is 
either A or C but they are deciding in favor of C, which is the IFRS.

The remainder of the paper is organized as follows. The next section provides/discusses themes culled from 
psychology literatures that are perceived to be footprints behind IFRS adoption decision. Section 3 presents 
the methodology of the paper.  Section 4 is results and discussion while Section 5 concludes

2. Some likely psychological reasons for the adoption of IFRS:

We do not have formal predictive models to explain the adoption of IFRS other than that it is in line with 
human processes which include some level of uncertainty as in most human endeavors. Uncertainty is 
thought to be an unavoidable aspect of human condition (Tversky and Kahneman, 1983). Theoretically, the 
decision to adopt IFRS is perceived to be biased by psychology, and from psychology literature we identify 
and discuss the following behavioral themes.

2.1. Situational attribution: 

Situational attribution is the assignment of a cause to explain one’s behavior (Wood et al. 2011).  Situational 
attribution is where people attribute their behavior to some external factors operating within their
environment. Zimbardo et al. (2006) opined that external conditions influence people’s behavior as much or 
more than their personal conditions do.  Accordingly, it is perceived that the adoption of IFRS is influenced 
by situational factors; hence it is included as a variable in the study.

2.2. Frame dependence:

Generally, a frame is a description of an abstract or a reality. Frame dependence means that people make 
decisions based on the manner in which a piece of information is presented. Frame dependence manifests 
itself in the way people form attitudes towards issues. Frame dependence is the tendency to evaluate current 
decisions within the framework in which they have been presented. Thus, the way information is presented
can lead people to make inconsistent choices, and people can be confused by making value judgments based 
on how the information is worded (Tversky and Kahneman,1981). This suggests that the decision to adopt 
IFRS could depend not only on the information available about IFRS, but upon how the information is 
presented. Frame dependence is based on emotion rather than logic, and can explain why people sometimes 
make irrational choices. Those who have the authority to adopt IFRS are perceived to select the message that 
has the highest value because of the way the message is framed. Some of mainstream media inundate their
audiences with the benefits of IFRS, which is touted to possess magic wands to produce high quality, 
transparent, and internationally comparable financial statements. A real life application of frame dependence
is where decision makers are perceived to be influenced in adopting IFRS, hence the justification for 
including frame dependence as a variable in the study.

2.3 Means-end analysis:

Means-end mentality is a heuristic strategy where people compare current position with a desired position,
and formulate or take a series of steps to close the gap between the current position and desired position/goal 
(e.g., Wood et al., 2011). Means end mentality can be perceived to bias decision makers in adopting IFRS; 
hence the theme is included as a variable in the study.

2.4 Functional fixation:

Functional fixation is the propensity to take issues at their face value without considering other alternative
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options because one is fixated at one’s original position. Foster (1986) describes functional fixation as the 
propensity to take accounting numbers at their face value. Functional fixation can be used to argue that 
countries’ adoption of IFRS may have ignored other available accounting standards, for example, SFAS, or 
domestic standard. A closely related construct, functional fixedness, is a failure to use familiar objects in 
new ways to solve problems because of a tendency to view objects only in terms of their customary function 
(Wood et al., 2011). It is plausible to conjecture that functional fixation or functional fixedness is perceived 
to play a role in adopting IFRS, hence the theme is included in the study.

2.5 Herding behavior:

The analogy of the behavior of herd of animals such as the cattle can be used to illustrate herding behavior. 
When the cattle are on a single file, any one cattle that is out of line is stray cattle which finds its way into 
line or is redirected by the herdsman back to the single file.  However, as free moral agents we may decide 
not to follow the crowd if we had good reasons. Sunder (2011) makes us to realize that following the crowd 
is a questionable approach. This may explain why some influential countries are not in a hurry to embrace or 
adopt IFRS. For example, the USA has not as yet adopted IFRS. The USA would prefer to be the 
herdsman/leader rather than the herd/led. This point tallies with Sy and Tinker (2013), who claim, amongst 
other things, that “many in the USA regard FASB regulations as the Gold Standard, and are loathed to cede 
the field to ‘foreign’ jurisdictions…” It can be perceived that herding behavior is biasing the decision to
adopt IFRS; hence the theme is included as a variable in the paper.

2.6 Conformity bias:

Conformity bias is where people modify their behavior in order to be consistent with the social norms of a 
group or the expectations of other people (Wood et al., 2011). Daniel et al. (2002) argue that the ability of 
special interest groups to sway the political process unduly may derive from the ability of motivated parties 
to manipulate political discourse. Conformity bias can be perceived to influence IFRS adoption decision 
making, hence the justification for including the theme in the study.

2.7 Economic Darwinism:

Economic Darwinism (Alchain,1950) is the ability to adapt to an appropriate situation.Economic Darwinism
manifests itself in the behavior of “survival of the fittest.” Alchain (1950) argues that survivors may appear 
to be those having adapted themselves to the environment. It is possible that economic Darwinism plays a 
part in IFRS adoption because countries may feel that if they do not adopt IFRS they may not survive 
economically, especially as countries are competing for resource allocation, including investment capital. It 
can be perceived that economic Darwinism is contributing to the adoption of IFRS; hence the theme is 
included as a variable in the study.

2.8 Limited attention:   

Limited attention (Libby et al., 2002; Kahneman, 1973; Bloomfield, 2002; Hirshleifer and Teoh,2003) can 
be used to explain perceived decision to adopt IFRS. Libby et al. (2002) argue that the information decision 
makers rely upon in their judgment is limited, that the information emphasized may change, depending on 
the financial judgment being made as well as other elements of the environment. Limited attention is a 
necessary consequence of the vast amount of information available in the environment, and of limits to 
information processing power/ability. Bloomfield (2002) suggests that failures in information processing can 
help explain empirical patterns related to accounting information.

2.9 Salience:

The salience of a stimulus is its prominence (Hirshleifer and Teoh, 2003). According to Fiske and Taylor

http://www.ijhassnet.com/


Page | 45

International Journal of Humanities and Applied Social Science                         Vol.1, No.3, June, 2016

(1991), the effects of salience are robust and wide-ranging. Salience influences judgments about causality, 
the importance of a stimulus, and how extreme the stimulus is. The very fact that a viewpoint is widely 
disseminated and canvassed makes people conclude that it is probably true (Daniel et al., 2002). Since IFRS 
has been favorably projected as a set of high quality standards, salience can be used to explain the adoption 
of IFRS. Hence the theme is included as a variable in the study.

2.10 Contrast:

Almost similar to salience, contrast describes a stimulus that stands out in relation to other stimuli, perhaps, 
because of unique properties of the stimulus. In other words, contrast is the tendency of IFRS to stand out or 
to be noticed in the presence of Statements of Financial Accounting Standard, SFAS and/or domestic 
standards. Because IFRS adoption decision makers can be perceived to consider IFRS as being the best 
alternative of the three accounting standards prospect, contrast is included as a variable in the study.

2.11 Regrets aversion:

Many people make one decision if a problem is presented in terms of losses, but behave differently if the 
same problem is framed in terms of gains. An important reason for this behavior is regrets aversion which 
can bias people’s decision when they try to avoid regrets in future (e.g., Lowies et al., 2013). This could lead 
to behavioral anomalies. People who are regrets averse do not want to make wrong decisions which they 
will later regret. Because losses loom larger than gains (Kahneman and Tversky, 1979), it is plausible that 
small and less powerful countries that are adopting IFRS are doing so because of fear of future possible 
regret should they fail to do so. It can be perceived that the fear of future regret is influencing the adoption 
of IFRS, so that it is included as variable in the study. 

2.12 Anchoring: 

Anchoring (Tvesky and Kahneman, 1974) is the phenomenon that people exhibit when they are unduly 
influenced by arbitrary quantities mentioned in statement of a problem, even when the quantities are clearly 
uninformative (Daniel et al., 2002). Anchoring happens when people allow their decisions to be mangled by 
the presence of points of reference are irrelevant, such that they systematically overweight current 
information and underweight background information relative to what Bayes’ theorem implies. Because 
IFRS decision adoption makers are likely to follow anchoring behavior, we include it as a theme as a 
variable in the study.

2.13 One-size-fits-all:

One-size-fits-all is the belief that one panacea can be a solution to all problems in every context. It is
doubted whether IFRS will be able to address the needs of various countries. For example, how do we 
harmonize tax rules or tax codes of various countries? The primary policy question is whether mandating 
universal adoption of “best practices” makes sense. According to Ball et al. (2003), some international 
accounting standards have been amended to be more relevant to a particular country. One-size-fits-all can be 
perceived as biasing IFRS adoption decision makers, so that it is included as a variable in the study.

2.14 Narrow framing:

Narrow framing is a tendency to analyze problems in a specific context without adequately reflecting 
broader considerations (Hirshleifer and Teoh, 2003). IFRS adoption decision makers may consider its 
benefits without considering its costs (cost of implementation, cost of transition, loss of authority in standard 
setting, etc.). Because of undue focus on benefits the adoption of IFRS can be perceived to be biased by 
narrow framing, which is why it is included as a variable in the study.
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2.15 Pied piper:

Sunder (2011) demonstrates the ancient tale of the pied piper which has become a metaphor for people who 
entice others to follow by offering promises of benefits, while hiding the costs and risks behind the fog of 
time and uncertainty. This is evocative of political gladiators and maximum rulers who, when they want to 
push through unsavory economic and political policies, promise their citizenry eternal bliss that would start 
to yield dividend in distant future years and forget the unpleasant consequences the citizens would face, 
even though they know that the promise is unachievable or not deliverable. As the promoters of IFRS 
promise that it will be beneficial in future, it is perceived that IFRS adoption decision makers can be biased 
by pied piper mentality; there lies the motivation for including it as a variable in the study.

2.16 Network effect:

According to Owolabi and Iyoha (2012), network effect is said to exist where users find a product or service 
more valuable as more users of the product or service are added. It can be perceived that the decision to 
adopt IFRS may have arisen out of an understanding that it is a product with network effect such that as the 
adoption of IFRS increases, it becomes more appealing to others that are yet to do so. The perceived effect 
of network bias warrants its inclusion as a variable in the paper.

2.17 Availability heuristics:

Availability heuristic (Tversky and Kahneman, 1973; Wood et al., 2011) is the mental ability of individuals
to assess the frequency or likelihood of a phenomenon according to their ability to retrieve confirmatory 
examples from memory. Availability heuristics imply that people tend to use rules of thumb when making
decisions due to their inability to process information rationally. Generally, heuristics refer to any shortcuts 
for decision making that are developed from learned behavior or past experience. People do not normally 
analyze events into an exhaustive list of possibilities; rather they use limited number of heuristics because of 
what is available. According to Tversky and Kahneman (1973), availability is the ease with which relevant 
instances are recalled or imagined at the point of making a decision. It can be perceived that availability 
heuristics is biasing IFRS adoption decision, so that it is included as a variable in the study.

2.18 Common fate syndrome: 

Law of common fate allows for the grouping of elements that move in the same direction at the same rate. 
Countries share some commonalities that allow them to band or work together. Consider the then non 
aligned movement which was a grouping of countries that did not believe in aligning with the Western bloc 
or the Eastern bloc during the cold war era. A present day analogy is the situation whereby developing or 
emerging economies are in search of a lifeline from where ever they can find one. IFRS can provide such a 
lifeline. It can be perceived that the adoption of IFRS is biased by law of common fate; hence the theme is 
included as a variable in the paper.  

3. Methodology:

3.1. Research setting, sample size and data collection method:

The study was conducted in a well equipped large lecture hall in a University. Two hundred three-page 
questionnaires were administered on undergraduate students, 63 of them were from accounting and finance 
department who took International Accounting course. Before administering the questionnaires, the author 
used modern learning equipment (microphones, loud speakers and smart board) to explain the psychological 
themes to the students. The administration process took approximately one and a half hours. Prior to full 
administration, a pilot test was carried out on six selected students to check the validity of the questionnaire.   

http://www.ijhassnet.com/
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The first part of the questionnaire sought biographical information of the students including gender, age, 
occupation, year of study, program of study, etc. The second part contained 18 Likert-type questions, 
ranging from “Strongly Agree” (5) to “Strongly Disagree” (1), with 3 as “Not sure”. Cronbach α test of 
0.738 shows reliability of the questionnaire. The respondents were asked to score their perceptions on the 
extent the psychological themes affected decision makers. The research instrument can be found in the 
Appendix at the end of this paper. Of the 200 questionnaires that were administered, 116 were completed 
satisfactorily, the rest 84 were discarded because of non completed, meaningless, and missing responses, 
among others. Out of the 116 questionnaires that were completed satisfactorily 63 were eventually used in 
the analysis. Table 1 contains demographic and other information of all respondents. Table 1 shows that 58 
of the respondents are males while the remaining half are females. Ninety one respondents, representing 
78%, are within the age bracket of 18-25 while the remaining 25 respondents, or 22%, are between 26-32 
years. Sixty three of the 116 respondents, or 54%, were from accounting and finance department; 37 
respondents, representing 32%, are on the Sociology and Anthropology program while 16 (or 14%) are on 
other departments of the University, including Economics and Development Studies; Political Science; 
English and Communications Studies; Mathematics, Computer Science, and Physics; and Microbiology;
among others.

Table 1. Demographic and other Information of Respondents (n = 116)

Category Code Min Max Mean
Std 

Dev. Freq. %
Cum. % 
100%

Gender: 0 1 .50 .502

Male 1 58 50 50

Female 0 58 50 100

Age Groups: 1 2 1.22 .413
18-25 1 91 78.4 78.4

26-32 2 25 21.6 100

Department: 0 2 1.18 .654
Accounting and Finance 1 63 54.3 54.3

Sociology and Anthropology 2 37 31.9 86.2
Others 0 16 13.8 100

Taken a Behavioral Science Course 0 1 .84 .364

No 0 18 15.5 15.5
Yes 1 98 84.5 100

We chose to analyze the 63 questionnaires belonging to the accounting and finance students because of their 
working knowledge of international accounting adoption issues and psychology because they had taken a 
course on organizational behavior.

3.2. Method of data analysis:

Descriptive statistics on the themes are presented in Table 2. The mean of most of the individual items are 
more than 3 of the Likert-type scale. 
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Table 2.  Descriptive Statistics   (N = 63)

Item Theme Mean Item Theme Mean

Q1 Situational attribution 4.08 Q10 Contrast 3.68
Q2 Frame dependence 4.08 Q11 Regrets aversion 3.56
Q3 Means-end mentality 3.71 Q12 Anchoring 3.54
Q4 Functional fixation 3.05 Q13 One-size-fits-all 3.40
Q5 Herding behavior 3.48 Q14 Narrow framing 2.79
Q6 Conformity bias 3.63 Q15 Pied piper 3.24
Q7 Economic Darwinism 3.44 Q16 Network effect 3.48
Q8 Limited attention 3.40 Q17 Availability heuristics 3.00
Q9 Salience 3.41 Q18 Common fate syndrome 3.46

4. Results and Discussion:
Both principal components (with varimax rotation) and maximum likelihood (with oblimin rotation) with 
Kaiser Normalization are used to reduce the 18 items to eight components.  Stability of the components was 
evaluated by the consistency between the two methods as both the varimax rotation and maximum 
likelihood runs yielded the same eight components.1

1
The result of the rotations are consistent with Tabachnick and Fidell (2007), who posit that the varimax rotation method 

maximizes the variance of factor loadings by making high loadings higher and low loading lower.

Table 3.   Inter-Item Correlation Matrix

Q2 Q3 Q4 Q5 Q6 Q7 Q8 Q9 Q10 Q11 Q12 Q13 Q14 Q15 Q16 Q17 Q18

Q1. Sit Attrib .261 .259 -.043 .222 .175 -.127 .103 .139 .284 .122 .116 -.080 -.210 .145 -.043 -.110 -.052
p-value .019 .020 .368 .040 .085 .161 .211 .139 .012 .170 .182 .268 .049 .128 .370 .195 .342

Q2. Frame Depend .134 .035 .284 -.015 .041 .185 .273 .333 .117 .182 .044 -.116 .056 .104 -.047 -.073
p-value .148 .392 .012 .453 .376 .073 .015 .004 .182 .076 .367 .183 .330 .209 .358 .285

Q3. Means-End -.026 .165 .091 .112 .053 .207 .110 .194 .210 -.009 -.236 -.063 .052 -.033 .058
p-value .421 .098 .239 .192 .341 .052 .196 .064 .049 .473 .031 .312 .343 .399 .326

Q4. Funct Fixation .240 .177 .170 .035 .024 -.117 .148 .054 .007 -.093 -.275 .047 .168 .006
p-value .029 .082 .091 .392 .427 .180 .123 .336 .477 .234 .015 .358 .094 .481

Q5. Herd Behavior .365 -.037 -.069 .345 .166 -.189 -.011 -.008 -.058 .017 .036 .056 -.017
p-value .002 .386 .296 .003 .097 .069 .465 .476 .327 .446 .390 .331 .448

Q6 Conform Bias -.101 -.216 .207 .051 .077 -.068 .171 .222 .127 .125 -.071 .127
p-value .216 .045 .052 .346 .275 .298 .090 .040 .161 .165 .290 .161

Q7. Econ Darwn .319 -.093 -.091 .224 .050 .225 .089 .028 .032 .218 -.082
p-value .005 .234 .239 .039 .348 .038 .243 .414 .403 .043 .261

Q8. Ltd Attention .148 .018 .092 .220 .032 .039 .094 .044 .186 -.097
p-value .123 .446 .237 .041 .401 .379 .233 .365 .072 .226

Q9 Salience .203 -.097 -.040 .055 .107 -.147 .242 -.036 .103
p-value .055 .225 .377 .334 .201 .125 .028 .388 .212

Q10.Contrast .172 .306 .181 -.116 .174 .266 .039 .089
p-value .088 .007 .078 .183 .087 .017 .381 .244

Q11.Regrets Aversion .101 -.106 .034 .184 .268 .027 .202
p-value .216 .203 .396 .075 .017 .418 .057

Q12.Anchoring .117 -.227 .036 .189 .121 .141
p-value .181 .037 .389 .069 .173 .135

Q13.One-size .376 .263 -.252 .118 -.004
p-value .001 .019 .023 .178 .487

Q14.Narrow Frame .182 -.176 .189 -.082
p-value .076 .083 .069 .262

Q15.Pied Piper .036 .164 -.053
p-value .389 .099 .339

Q16.Network Eff .056 .160
p-value .331 .106

Q17.Avail Heurist -.036
.389

http://www.ijhassnet.com/
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Bartlett’s (1954) test of sphericity at .000 shows that the correlations in the correlation matrix are non-zero.  
Kaizer’s (1974) measure of sampling adequacy, >.710 shows a good fit for factor analysis. Variable loadings 
on the eight dimensions are shown in Table 4, which is sorted by size.  Absolute coefficient values below 
.45 are suppressed in the table. The high unique loading on each variable suggests the variables are a pure 
measure of the components; which can be described as excellent, or very good, or good. Comrey and Lee 
(1992) suggest that loadings exceeding .71, .63, and .55 are considered, respectively, excellent, very good, 
and good. 

Table 4. Component Matrixa

Component

1 2 3 4 5 6 7 8

Q10.Contrast .632

Q2. Frame Dependence .599

Q1. Situational Attribution .548

Q3. Means-End analysis .493 .457

Q9. Salience .491 -.451

Q7. Economic Darwinism .601

Q13.One-size-fits-all .588

Q17.AvailabilityHeuristics .546

Q8. Limited Attention .484

Q6. Conformity Bias .637

Q14.Narrow Framing .497 .541

Q5. Herd Behavior .478 .511

Q4. Functional Fixation .769

Q15.Pied Piper .488 -.540

Q18. Law common fate .605

Q11. Regrets Aversion .522

Q16. Network Effect .452

Q12. Anchoring .450 .548

Extraction Method: Principal Component Analysis.
a. 8 components extracted.

To facilitate interpretation, extracted variable loadings of .45 or better as indicated by the loadings are 
ordered and grouped by size (in descending order, depending on the component). Because the goal is to 
ensure unique loading of items on only one component, two components in Table 4 are not taken further to 
Table 5 as their loadings are superseded by the loadings on other components.
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Table 5.    Factor Analysis Loading, Communality, Anti-Image Correlations, Mean and Total    

Variance Explained for Behavioral Influences on the Adoption of IFRS

Items # Description Loading Communal
Anti-
Image

Component
Mean

Eigen-
value

Total Var. 
Explained

Component 1.  Internalizing 3.85 2.535 14.083
Q10. Contrast .632 .659 .543
Q2. Frame Dependence .599 .520 .670
Q1. Situational Attribution .548 .669 .583
Q3. Means-End Analysis .493 .637 .431
Q9. Salience .491 .844 .449

Component 2.  Survival 3.31 1.96 10.864
Q7. Economic Darwinism .601 .662 .445
Q13. One-size-fits-all .588 .811 .335
Q17. Availability Heuristics .546 .573 .408
Q8. Limited Attention .484 .649 .477

Component 3.  Conformance 3.27 1.835 10.192
Q6. Conformity Bias .637 .750 .485
Q14. Narrow Framing .541 .753 .441
Q5. Herd Behavior .511 .724 .465

Component 4.  Dependence 3.14 1.551 8.619
Q4. Functional Fixation .769 .764 .283
Q15. Pied Piper -.540 .740 .365

Component 5. Avoidance 3.50 1.465 8.141
Q18. Law of common fate .605 .633 .408
Q11. Regrets Aversion .522 .804 .306
Q16. Network Effect .452 .757 .409

Component 6.Anchor 3.54 1.100 6.113
Q12. Anchoring .548 .716 .547

KMO: .689 Barlett’s Test of Sphericity: Sig. = .001 Total Variance Explained: 58.012

Note: Loading = Factor loading,  Communal = Communality,  Anti-Image = Anti-Image Correlation

This affects components 6 and 8. The remaining components are carefully named in Table 5 and the analysis 
that follows. As can be seen from/in Table 5, five variables load well on the first component including 
contrast, frame dependence, situational attribution, means end analysis, and salience; so that the component 
is named“Internalizing”. Four variables load well on the second component including economic Darwinism, 
one-size-fits-all, availability heuristics, and limited attention.These are collectively named “Survival”. Three 
variables load on the third component including conformity bias, narrow framing, and herd behavior, which 
are labeled “Conformance”. Two variables load well on the fourth component including functional fixation
and pied piper; so that they are together named “dependence”. Law of common fate regrets aversion, and 
network effect load well on the fifth component, and they are labeled “Avoidance”.  Finally, “anchoring” is 
the only variable that loads on the sixth component; hence it is named “Anchor”. 

Initial factor analysis, using the eigenvalue cut-off rule of 1.0 (Tabachnick and Fidell, 2007; Pallant, 2007; 
Kaiser, 1974), produced six components shown in Table 6, and an accompanying Scree plot in Figure 2.  
Overall, inspection of Table 6 shows that the total variance explained by all eight components is ≈ 70.37%.  
Among the named components, “Internalizing” accounts for 14.08%, with eigenvalue of 3.53 and mean of 
3.85. “Survival” explains 10.86%, with eigenvalue of 1.96 and mean of 3.31. About 10.19 % of the total 
variance is accounted for by “Conformance” with eigenvalue of 1.83 and mean of 3.27. “Dependence” 
explains 8.62% of the total variance and has eigenvalue of 1.55 and mean of 3.14. “Avoidance” explains 
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8.14% of the total variance, with eigenvalue of 1.65 and mean of 3.5.  Finally, “Anchor” accounts for 6.13% 
of the total variance in the variables, eigenvalue 1.10, and mean of 3.54. This analysis suggests that 
“Internalizing”, “Survival”, “Conformance”, “Dependence”, “Avoidance”, and “Anchor” are the most 
important component perceived by students to influence adoption of IFRS.

Table 6.                                                 Total Variance Explained

Component
Initial Eigenvalues Extraction Sums of Squared Loadings

Total % of Variance Cumulative % Total % of Variance Cumulative %

1 2.535 14.083 14.083 2.535 14.083 14.083

2 1.956 10.864 24.947 1.956 10.864 24.947

3 1.835 10.192 35.139 1.835 10.192 35.139

4 1.551 8.619 43.758 1.551 8.619 43.758

5 1.465 8.141 51.899 1.465 8.141 51.899

6 1.173 6.516 58.415 1.173 6.516 58.415

7 1.100 6.113 64.528 1.100 6.113 64.528

8 1.051 5.841 70.369 1.051 5.841 70.369

9 .883 4.904 75.273

10 .788 4.379 79.651

11 .704 3.908 83.560

12 .680 3.778 87.337

13 .581 3.226 90.564

14 .467 2.595 93.159

15 .422 2.346 95.505

16 .346 1.922 97.427

17 .260 1.444 98.871

18 .203 1.129 100.000
Extraction Method: Principal Component Analysis.
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5. Conclusion:

In this paper, we investigate behavioral biases perceived to be influencing the adoption of International 
Financial Reporting Standards (IFRSs). Sixty three questionnaires were administered on undergraduate 
respondents in a University in Nigeria. Eighteen questions in the questionnaire were factor analyzed. Result 
of principal components analysis and maximum likelihood analysis, with Kaiser Normalization, generated 
eight components out of 18 questions. Six of the eight components were used in the analysis because they 
were loaded by items that have the highest loadings. Our result as shown in Table 6 showed that ≈ 70.37% 
of the total variance was explained by all eight components. Out of the eight components two were not 
named or used. Among the six carefully named components, “Internalizing” accounts for 14.08% of the 
variance, “Survival” explains 10.86%.About10.19% of the total variance is accounted for by “Conformance”
while “Dependence” explains 8.62% of the total variance. “Avoidance” accounts for 8.14% of the total 
variance while “Anchor” accounts for 6.13%. The implication of our finding is that the perceived behavioral 
biases explain more than seventy percent of the decision to adopt IFRS.

This paper has brought behavioral biases into the picture for possibly influencing adoption of IFRS. We 
recommend that behavioral and inter-personal approaches be employed to persuade decision makers in 
countries where IFRS has not yet been adopted.

In practical terms, the result of this paper can be applied and generalized to a wider context because it 
involves human decision making. An understanding of the influence of the psychological themes 
operationalized in this paper can enhance an understanding of human behavior at play, and ultimately the 
decision making processes involved in adopting IFRS around the world.

To the best of our knowledge, this paper appears to be the first to address this issue.  The paper thus 
contributes to IFRS adoption literature by providing a bridge between international accounting and 
psychology.

Limitation of the paper:

In a classroom setting, the paper captured students’ perception of behavioral biases on the adoption of IFRS.  
It would be interesting, more generalizable and relevant to do an experimental study that would involve the 
ultimate decision makers in the IFRS adoption process. Ultimate decision makers may be able to recount 
their actual personal experiences on the “workings” of the psychological biases they grappled with in the 
decision making process.
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