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Introduction

The IFRS otherwise known as the international financial reporting standards regulates the finances across the nation. This is in place to ensure all statements are consistent and transparent across all countries (3V Finance, 2021). In a world of constant cross-border transactions and global investment opportunities, maintaining convenience and transparency is challenging, especially when countries had their own accounting standards, making international business deals complex, costly, and risky. For this reason, the IFRS provides one set of rules of accounting for all expect the United States that follows the Generally Accepted Accounting Principles (GAAP). Both methods are used similarly however the IFRS implements principles whereas the GAAP implements rules to follow and therefore seemed to be stricter. Created by the International accounting standards board the purpose of the IFRS is to standardise financial statements globally (BDC, 2024). With the importance of keeping synchronised the IFRS (2024) states that over 140 jurisdictions now mandate the use of IFRS Accounting Standards for all or most publicly listed companies.




Challenges of Using IFRS in a Developed Economy

With the ever-evolving economy the IFRS can face challenges especially in a newly developed economy. For example, Sato (2014) found challenges with implementing IFRS in Tokyo explaining that how as the global economy and cross-border corporate activities expand, the need for IFRS grows, and relying solely on Japanese domestic standards risks isolation and divergence from international accounting practices. Within interviews Sato has found some people challenged the transitional costs of switching to the IFRS with its difficulty to adapt being a disadvantage to use in the current economy. To further this point LBTC (2024) emphasise on the short-term challenges faced by implementing the IFRS. While it offers long term benefits the initial transition can cause issues as it demands a deep understanding of the new standards that can increase complexity of financial reporting. Companies may encounter difficulties in interpreting and applying IFRS principles, necessitating extensive training and upgrades to their systems. Additionally, another source has claimed that the IFRS changes are costly and complicated however, found that these challenges to affect more of small businesses (Lakshya Commerce, 2024). Again, the logistical aspect of implementing the standards can be complicated due the company's culture of flexibility and this approach dedicates rules that goes against the company's values.

Although there is not a list of challenges it is shown how subtle changes of implementing the IFRS can affect even the most developed of economies. It is emphasised how the transition to the IFRS can cause complexity and time for the department to understand and know the IFRS correctly that can halt time and efficiency of work,




Benefits of Using IFRS in a Developed Economy

In a developed economy the IFRS can strengthen the financial work. This includes increased transparency, investment and the economic stability. Many believe that investors and businesses can benefit from the high-quality global accounting standards to ensure comparable financial statements. Thus, improving investor confidence and support the IFRS vision as a global standard setter (ICAEW, 2012). Additionally, it is recognised how the unique design of the IFRS without legal constraints ensuring a regulated system suited for all. 

Mckinley, 2017 agrees that the IFRS includes multiple benefits to developed economies including its ability of economic growth with the consistent framework allowing easier global trade. Also, it is said how adopting a standard accounting practice allows for attraction to international investors. Through aligning financial reports this encourages foreign investors to commit to capital resulting in higher foreign capital inflows. By adhering to international standards, companies can attract investment more easily, improving their access to both equity and debt capital markets. Lastly Mckinley approaches the topic of improved investor opportunity through the IFRS. It is believed that the clear reports allow for more comparable pictures of potential investors allowing for easy interpretation. The improved transparency across the globe also leads investors to feel safer with their money and are willing to allocate more capitol with these more informed decisions. 

New Zealand as a developed economy has implemented the IFRS into their businesses. Zijl, Monem and Houqe (2016) have discussed and created a study of the impact the IFRS has had on New Zealand which highlights the limited regulatory changes during this period. The research found that the adoption of IFRS was the only significant regulatory change affecting financial reporting, and after its implementation, this allowed for a clearer focus on the impact of IFRS. Additionally, the IFRS had benefited the developed economy through its stability allowing for New Zealand to be relatively unaffected by global financial crisis. 

Therefore, it is clear that the IFRS had many beneficial factors for a developed economy. The adoption of IFRS brought numerous beneficial factors to a developed economy like New Zealand's. From its transparency to its efficiency in market conditions many countries found that the IFRS allowed for a clear understanding during economic instability. Additionally, the IFRS has increased investors with its simplicity it encouraged trust within the market.




Challenges of Using IFRS in a Developing Economy

Developing countries can struggle while adopting the IFRS because of the lack of trained professionals. Zaidi and Paz (2024) researched the impact of the IFRS in developing countries and found that the geographic development scope produced limitations causing belief that it is not universally applicable with varying economic conditions. Moreover, it was found that cultural differences cause a challenge when adaptive the IFRS as some would argue it does not include country-specific differences within cultures that lead it to be deemed inappropriate. In comparison to developed countries, the cultural, political, and social differences in developing nations highlight why IFRS adoption may be less suitable for them. Again, it was found that the IFRS adoption is believed to negatively affect the economic development of developing countries, as these countries have different accounting needs compared to developed nations.

With India being classed a still developing economy they have faced challenges implementing the new IFRS. Sharma, Joshi and Karmal (2017) recognise that some accountants have expressed concerns about implementing the IFRS more specifically in India where their concerns lie in the costs of training. Both accounting practitioners and users shared similar views on the challenges related to awareness and preparedness for IFRS implementation. Furthermore, Nguyen (2023) agrees that using the IFRS is often lies with the ability of the accountants and if they are skilled enough for the transition. Also, within developed countries the tax policy has significant influences on IFRS adoption, as greater tax compliance pressure can divert businesses' focus from adhering to accounting policies. Another challenge faced when implementing the IFRS in a developing country is how weak regulations can affect the oversight and enforcement. When a country has weak regulations, a limited monitoring can be expected leaving to inconsistency with the reports (Zell, 2024). On the other hand, it was found that the need of continuous updates and changes causes for a challenge. With the framework being dynamic and evolving keeping up to date can be a challenge in developing countries especially those with weak regulations. The complexity and intensive resources can weigh on a business forcing organisations to monitor and analyse changes to ensure compliance.

For these reasons it is seen how the IFRS has faced challenges when being implemented into a developing country. These challenges include with training costs, geographic limitations and weak regulations. For these reasons, not all developing countries adopt IFRS, and they face challenges due to their lower economic status compared to more developed economies.
 



Benefits of Using IFRS in a Developing Economy

Adopting IFRS in a developing economy can offer numerous benefits, helping to improve financial transparency, attract investment, and foster economic growth.  For developing countries investments and financial credibility is crucial to run smoothly. Using the IFRS benefits companies in developing countries by attracting foreign investments. Tawiah and Oyewo (2024) suggest that using IFRS in developing countries can strongly influence direct foreign investors. Although some may have doubts investing in developing economies the weak institutions allow for stronger investments because of the high quality and sophisticated domestic accounting standards. Adopting IFRS can enhance the appeal of a developing economy to foreign investors by offering transparent and reliable financial reporting. This consistency enables investors to make well-informed decisions, as they can easily compare financial statements across countries, which helps reduce perceived risks and boosts market confidence.

Several companies around the world have successfully adopted IFRS, and their experiences demonstrate how these standards can enhance financial transparency, attract international investment, and open doors to new growth opportunities. As a developing economy Vietnam has partly adapted the IFRS with improved financial transparency and comparability (Portcities, 2017).  Several large companies have implemented the IFRS voluntarily to enhance their financial performance. With the implantation it was found that increased financial performance, increased investor confidence and gained access to international capital markets. Therefore, it is seen that using the IFRS in Vietnam has benefited them by allowing companies to grow and become better evolved in the 21st century.

Clearly adapting the IFRS has benefited developing economies by allowing them to grow and introduce transparency. This has given investor confidence and enhanced foreign investments. As a result, these economies are experiencing progress and improvement.




IFRS In Limited Companies

To understand how implementing IFRS in both developed and developing economies it is beneficial to understand its impact on limited companies in both. Townley (2018) explains that a limited company refers to a business structure where the liability of its owners is restricted to their investment in the company. These gain you advantages such as owning the name and protecting personal assets. With a limited company being private entity owners are responsible for its debts up to the amount invested (QAccounting, 2023). Limited companies are benefited by using financial standards like the IFRS and the GAAP ‘Generally Accepted Accounting Principles’. Using these ensure consistent reports. As the Companies Act 2006, all limited companies must comply with the legal requirements such as preparing financial reports. Using the IFRS as a guideline it allows for an easy method of creating financial reports for a limited company.





Conclusion

Throughout this report it has been understood that the transition to the IFRS has had both its challenges and benefits during a developed and a developing economy. Many challenges for a developed economy included the cost of transition and ensuring workers were standardised with the quality of the IFRS. As of this the emphasis on transparency and complexity of the work faced a challenge for developed economies. On the other hand, a developing economy found a challenge from its comparability. For example, the culture of developing economies in their countries found it hard to implement the strict rules and regulations of the IFRS.

Moreover, it has seen that the IFRS has had its benefits such as in a developed economy it increased workflow with the steady framework. Also, it was found that having the transparency of the OFRS reports allowed for more foreign investments into the companies in developed economies. Similarly, developing economies found that using the IFRS allowed for more foreign investors. Again, in Vietnam it was shown that using the IFRS allowed for better financial reporting.

Lastly, it took to understanding how IFRS worked for limited companies including their benefits for having a guideline to work on. In conclusion the adaptation of IFRS has seen its benefits and has improved work. However, it is believed that it will take more years for the economical state to comply with the IFRS allowing for more companies to implement.








Recommendations 

For Developed Economies
· Enhance work in stages: Break down the IFRS into stages to allow for companies to implement it easier.
· Planning and implementation: Create a starting point and plan for probationary period to start using the IFRS. (have a 4-week step by step to make it easier to include IFRS)
· Support techniques: Have access to online training courses about the IFRS. This would allow for more people to access training on the IFRS.
· Lower costs: To reduce cost and faster implementation the head of financed takes a course on IFRS to teach the rest. The finance head, equipped with a solid understanding of IFRS, can then lead internal training sessions, spreading the knowledge across the team at a lower cost.

For Developing economies
· Invest in Training and Education: Provide comprehensive training programs for accounting professionals, focusing on IFRS principles and application. This will help build a skilled workforce that can effectively implement IFRS in developing economies.
· Enhance Regulatory Frameworks: Strengthen the regulatory environment by updating and aligning national standards with IFRS, offering clear guidelines and support for companies transitioning to global accounting standards.
· Develop Supportive Infrastructure: Invest in technology, software, and advisory services to help companies adapt their accounting systems to IFRS. Additionally, establish platforms for ongoing guidance and feedback, ensuring a smooth transition and long-term success.
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Executive Summary

Development of the IFRS

> Developed economies

This executive summary examines the
implementation of IFRS (International
Financial Reporting Standards) in a
developed economy, focusing on both the
challenges and benefits associated with its
adoption. The report explores the impact of
IFRS implementation on costs and its global
effects, providing insights into how these
changes influence financial reporting
practices across borders. Key findings will
highlight the implications for businesses,
regulators, and the broader economic
landscape.

> Developing economies

Also, it explores the challenges and benefits of
implementing IFRS (International Financial
Reporting Standards) in developing economies.
The report highlights how IFRS adoption can
attract increased foreign investment by
enhancing financial transparency and
credibility. However, it also identifies significant
challenges, such as weak regulatory

frameworks and limited enforcement Recommendatlons and

capabilities, which can hinder effective conclusions

IppllemmemiEifien: The report will conclude with a
discussion of recommendations and
key conclusions. Additionally, it will
examine the impact of IFRS
implementation in limited companies.




