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Companies are required by law to produce financial reports. All financial reporting standards set a legal guideline in how companies treat different items in its reports. Historically financial reporting standards were nationally based.
As the world’s economies, politics and business globalised, nationally based accounting standards caused widespread growing issues. International Financial Reporting Standards (IFRS) is the pre-eminent accounting industry initiative to solve this problem.
IFRS is a standardised way of reporting financial information. It has a high degree of trust, an essential quality in financial reporting, since it has been developed by internationally respected accounting bodies. It is like a universal language for financial reporting, being spoken by millions of accountants, organisations, and financial professionals across the world. Over 140 jurisdictions worldwide have adopted these standards in financial reporting (IFRS, 2023). One of the larger drivers is the European Union (EU), who require IFRS reporting standards in their directive 2013/34/EU (Eur-Lex, 2013). As more and more governments have adopted IFRS, its utility has grown exponentially due to powerful “network effects” (Ramanna, et al., 2014).
[bookmark: _Toc154074273]General Benefits
This trust, together with transparency, wide use, and abundant accounting support, delivers powerful benefits such as accurate and efficient financial investment decisions, multi-national company financial operations, and international business. This helps in organisational accountability due to the transparent nature of IFRS accounting standards. Since it is a standardised way of communicating the financial data of a company, it allows for efficiency when trading and investing between markets, and it will help reduce the cost of reporting and capital (IFRS, 2023). 
As it is such a key part of business and investment globally, IFRS can benefit countries in various ways depending on their economic and geographical situation. It can aid foreign direct investment in countries and expand their ability to trade globally.  It can reduce tax avoidance and ensure multi-nationals pay a fair burden of local tax. It can dramatically improve the efficiency of multi-national companies since all their subsidiaries will report in one format. It can even assist charities and non-governmental organisations (NGO’s) move aid rapidly around the globe to where help is most needed (IFRS, 2023).




[bookmark: _Toc154074274]Developed Economy – The Netherlands
The Netherlands is a very internationally based European Union (EU) country that attracts large amounts of trade and investment. Although it may be small geographically, especially compared to its close neighbours like Germany, its location gives it strategic access to global trade since it has Europe’s largest port, the port of Rotterdam (Netherlands Foreign Investment Agency, 2023). This adds a large contribution of foreign investment to the Dutch economy making it an importing and exporting powerhouse of Western Europe. It is a very old economic power within Europe, priding itself on its culture of trade. As it is a member of the EU, its acceptance of IFRS is done with open arms as the standardised nature of IFRS meets EU ideals (Eur-Lex, 2013).
Most legal entities in the Netherlands have two choices in creating its financial statements, International Financial Reporting Standards-EU (IFRS-EU) or Dutch Accounting Standards (DAS), the choice of which depends on how much it trades internationally and the size of the entity itself. Legal entities have to abide by either of these standards when producing their financial statements (Raad voor de Jaarverslaggeving, 2023).
[bookmark: _Toc154074275]Benefits 
As a European Union state, the Netherlands has been using IFRS since 2005. This means that it has had time to identify the strengths and weaknesses in the application of IFRS. Since the Netherlands and other EU countries have adopted the use of IFRS, the standard has become even more powerful due to the “network effect” (Ramanna, et al., 2014). This has led to powerful benefits. 
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IFRS has let Dutch businesses trade more freely amongst other IFRS users and has hence boosted international trade.
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The fact that IFRS is enforced correctly in the Netherland has let international investors feel more comfortable invest capital into Dutch enterprises. This has led to greater economic growth for the Netherlands (Ghouma, 2023). Many Dutch multinational companies, such as KLM or Shell, seek foreign stock exchange listings for investment. IFRS facilitates this as it is recognised widely by investors (The Bank of New York , 2020).
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Standardisation of financial reporting fits the EU model and its ideals very well. The EU wants to have a strong universal accounting system that minimises any transaction costs between member states (Eur-Lex, 2013). 
This helps both the private and public sectors. 
In the private sector, there are benefits across the board. Smaller trading companies can do business more easily across the world with other IFRS counterparts due to numerous efficiencies (for example in obtaining a credit line with a supplier). Global multinational companies can have one accounting standard across the world, making cross boarder business between their operating companies far easier.
As for the public sector, IFRS has made reporting between EU states, the Commission, and the European Central Bank far easier.


[bookmark: _Toc154074279]Challenges
Multiple sources report that the benefits of IFRS adoption have been clouded by the 2008 financial crash. Other sources have even criticised IFRS on not alerting investors on the impending the financial crisis (Smith, 2021).
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Although the Dutch government and some businesses have embraced IFRS, the full adoption of IFRS has not been achieved. As previously mentioned, the Netherlands is a very old economy with pre-existing accounting standards (DAS). Switching accounting statements requires resources and time, creating inertia (Raad voor de Jaarverslaggeving, 2023).  Accountants have to learn the new accounting systems of IFRS when already having pre-existing knowledge of the DAS systems. The fact that these accountants have legacy skills means retraining them could be even more difficult than training them ground up. Organisations need to purchase new software when adopting IFRS and retrain staff in its usage. The change to IFRS will require large investment in time and costs for pre-existing organisations (dutch-accountants.com, 2023).
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Small to medium sized organisations may find it in not their best interest to adopt IFRS, as they can not apply for certain exemptions unlike ones that use Dutch GAAP (dutch-accountants.com, 2023). IFRS is primarily designed for larger internationally based organisations, so some small to medium sized companies will find very few benefits when using IFRS, even if they have the choice to choose between IFRS and Dutch GAAP. Dutch firms that trade internationally will benefit the most from IFRS reporting. 


[bookmark: _Toc154074282]Developing Economy – Kenya 
Kenya has been using IFRS since 1999 and has found some success in the use of the system, although this has not been without challenges when adopting it. Kenya is a developing country and is the largest economy in East Africa. It too, has the largest port in East Africa making it a hub for international trade between surrounding African countries and the global market. This access to global trade has made Kenya one of the larger economies in Africa (International Monetary Fund, 2023). Its geographical location makes it comparable to the Netherlands as it has wider access to global economies Both countries act as a gateway for trade to other economies within their respective regions.  The necessity for IFRS is great, since the influence of foreign trade and foreign investment is large.
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IFRS has helped the rapid growth of Kenya’s trade, as can be seen below.Table 1 Imports in Kenya until 2023 (TRADING ECONOMICS, 2023)
Table 2 Exports in Kenya until 2023 (TRADING ECONOMICS, 2023)

Over the past 25 years Kenya has seen dramatic growth both with its imports and exports, as seen in Table 1 and 2. This is evidence of its trade with the outside world. IFRS will help facilitate this. 
Companies that are willing to trade with Kenyan companies can trust the financial statements that are IFRS based , and because of this, credit management can be done more efficiently and reliably.
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IFRS has assisted Kenya with foreign investment. Investors are more confident in the reliable reporting that IFRS gives (Owolabi, 2012). Kenya has succeeded in attracting foreign investment in recent years especially in the IT sector (Fingar, 2019). Nairobi’s increase in IT investment is another great step towards greater international trade for Kenya.	 
Kenyan companies can also access foreign stock exchange listings to seek a greater source of investment, with its use of IFRS.
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Multinational companies can more easily locate themselves in Kenya because of the use of IFRS. The integration of subsidiaries is easier as no translation between different financial reporting standards is required. In addition, multinational organisations can use their existing accounting software systems there. Overcoming skill-based bottlenecks can be more easily done by calling upon the large pool of international IFRS literate accountants (Fingar, 2019).
[bookmark: _Toc154074287]Compliance
With relatively weak government compliance enforcement of accounting standards, the role of watchdog is often found with the internal audit function of multinationals operating in the country. IFRS will make this internal audit function far easier. It could be argued, that through the assistance of IFRS, multinationals are helping raise accounting standards in Kenya (Agyei-Boapeah, 2020).
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[bookmark: _Toc154074289]Compliance
Although IFRS is adaptable in implementation, it has found some difficulties in having businesses comply as it differs from previous accounting standards of Kenya (Smith, et al., 2022). A key weakness is that, for IFRS to be strong, it requires strong enforcement from multiple bodies like the authorities, accountants, and auditors. This is sometimes weak in Kenya since companies miss the incentives. Most companies rely on financial sources like families and local banks more than international capital markets, so the need for IFRS is less. Kenya also has higher levels of corruption, so enforcing a reliable, unbiased form of financial statements is trickier. Without enforced compliance, trust in the financial statements of Kenyan companies cannot be watertight, and this is a challenge for investors in the country (Boapeah, 2020).
[bookmark: _Toc154074290]Skills Shortages
Another reason why Kenya has had trouble in implementing IFRS is that it has had problems in training qualified accountants that can handle companies’ financial reports with care. Previously Kenya has had a lack of accountants. with only 5,000 active accountants when 30,000 were required. As for training more accountants, only five people have doctorates in accountancy in Kenya, with three past the age of retirement (Outa, 2011). The lack of accountants in Kenya has made it difficult to produce IFRS compliant financial reports and the quality of accounting in Kenya has decreased as verdict of this (Uchenna, et al., 2016). Because of this, Kenya has had to outsource both the production of financial statements and its teaching of qualified accountants to the UK (Outa, 2011). Kenya is able to rely on British training as the Kenyan framework is based of former colonial traditions from the UK. This both benefits and limits Kenya as it has a reliable and proven system that works well in implementing the IFRS framework. But on the other hand, means it has a system in place that does not take Kenya’s unique circumstance into account (Boapeah, 2020).


[bookmark: _Toc154074291]Conclusion
The Netherlands and Kenya have faced benefits and hardships when adopting IFRS, some of which they both carry in common. 
The main advantages that they both hold is the accessibility to foreign markets and foreign investment. These benefits allow for stronger international trade for both countries making each the respective economic powerhouse in their respective regions. Both countries are the gateway for imports and exports in their regions. Investment is boosted by IFRS for all sources of capital such as banks, private equity and access to foreign stockmarket listings.
As for similar challenges, both countries have found problems gaining enough IFRS trained accountants. Multiple courses of action could be done to remedy this challenge such as foreign outsourcing of accounting services and the training of local accountants in IFRS.
A weakness unique to Kenya, is a lack of enforcement from accounting and legal bodies leading to decreased quality of financial statements. Fraud and biased financial statements have increased because of this. Stronger enforcement is required for Kenyan companies to be more compliant with their financial reporting.
Overall, IFRS improves efficiency, compliance, economic and financial circumstances for both countries. Its standardised nature allows for foreign investment and trade that otherwise would not happen due to the trust and reliability IFRS offers. IFRS enables both the Netherlands and Kenya open to foreign markets.
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