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The purpose of this report is to analyse and compare the impact of IFRS on both developed and developing economies. The countries discussed in this report are the United States of America (US) which is developed, and Brazil which is developing. This report looked at the benefits and challenges of IFRS implementation for both countries and found that IFRS implementation has numerous advantages and disadvantages for both developing and developed countries.
The research in this report shows that the US would see some huge benefits if they chose to implement IFRS. More transparency and comparability with many other countries would encourage investors to show more interest in the companies, which would inevitably make them more successful than they are now. The benefits would likely be more impactful than the challenges that the companies would face by having to adjust to a slightly more complex set of standards to follow. 
This report highlighted that Brazil experienced numerous challenges when converting to IFRS, including a portion of their budget and income being spent on extensive training because the accountants had a lack of expertise needed to work under the IFRS standards. Although this was expensive, the companies can now benefit from increased foreign investment because their financial statements are more easily understood due to being generated to an international standard.
This report recommends that organisations in the US provide robust training for their staff before they implement IFRS to ensure that all financial statements are still produced accurately. It also recommends that organisations in Brazil have efficient monitoring and auditing in place to ensure that the IFRS standards are being adhered to correctly.
The report concludes by highlighting that the use of IFRS can provide a variety of benefits and challenges for organisations within both developed and developing countries. Organisations within both settings will experience an increase in transparency and comparability with their financial statements, however, the change will likely be more costly for organisations in a developing economy due to a lack of expertise and training. 
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The IFRS (International Financial Reporting Standards) are used in multiple countries across the world, some of which being developed and others still developing. The IFRS is a series of accounting standards that dictate how specific types of transactions and events should be recorded in financial statements by organisations (CFA Institute, 2019). The IFRS Foundation is a non-profit organisation that was founded to create high-quality sustainability disclosure and accounting standards that are easy to enforce, understand, and are globally accepted. (IFRS, 2023). The IFRS Foundation has two standard-setting boards which are the International Sustainability Standards Board (ISSB) and the International Accounting Standards Board (IASB). The role of the IASB is to create and authorise the reporting standards (Deloitte, 2023), and the role of the ISSB is to create the sustainability standards for IFRS (IFRS, 2023).  
According to the Corporate Finance Institute (2023), a developed economy is wealthy and has an abundance of resources available to those living within that region. In contrast, developing economies are usually characterised by lower income levels, higher rates of poverty, and inadequate infrastructure (Oboloo, 2023) meaning they also have very little growth within the economy. The slower rate of growth can impact the organisational adaptability by resulting in a lack of resources which can decrease the investments into training which would be required to be capable of embracing change. 
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The United States has not yet fully implemented IFRS, and its standards are still being set by the FASB (Financial Accounting Standards Board). One of the challenges that the United States could face when trying to implement IFRS is the transition from using US GAAP (Generally Accepted Accounting Principles) to using IFRS (Elliott and Elliott, 2013). There are several reasons why this change would be challenging for the United States to take on, one of them being that the IFRS guidelines are significantly less detailed than those from GAAP (Ross, 2023). Ross (2023) states that the lack of detail in the principles from the IFRS could result in more room for interpretation which could result in a requirement for much longer disclosures on the business’s financial statements. The difference in methods for preparing financial statements is another factor that could make the transition difficult. For example, while creating a balance sheet under US GAAP, the assets will be displayed in order of decreasing liquidity, whereas under IFRS, the order of liquidity will be increasing (Wall Street Prep, 2022). A solution to overcome this challenge would be for the organisations to provide some extra training for the accountants so they can be prepared for these differences. 
An additional challenge that the US could face if they decide to change to IFRS is the difference in complexity. The IFRS is a set of accounting principles, whereas the US GAAP is closer to accounting rules (Firm of the Future Team, 2023). The IFRS is more complex for this reason because as previously stated in this report, the fact that IFRS is principles-based rather than rules-based means that it leaves a lot up to the interpretation of the organisation on how they decide to apply these principles. This could result in companies feeling overwhelmed by the change in the amount of guidance they receive from the standards, as opposed to having a strict set of rules to follow which likely leave them feeling confident that they have completed their reports accurately and correctly. The flexibility of IFRS standards could potentially result in organisations questioning if they have completed their financial statements correctly.
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Although the United States has not yet adopted the use of IFRS, there are some benefits that they could experience if they decided to take that step. For example, IFRS offers a higher rate of comparability compared to US GAAP (Jordan, 2013). This is because IFRS is already used in over 144 countries, meaning all those countries’ financial statements have been prepared following the same set of principles, therefore making the comparison between countries a lot simpler and easier to do (Majaski, 2021). However, because the US is the only country to use US GAAP, it would be far more difficult for the organisations or their stakeholders to make any comparisons with other countries, which could be off-putting for some stakeholders. The lack of comparability with financial statements is also caused by the fact that the US currently uses two different costing methods which are LIFO (last in, first out) and FIFO (first in, first out). The IFRS standards do not allow the use of the LIFO method due to the possibility of distortion in the financial statements and profitability of a company (Corporate Finance Institute, 2023), therefore switching to using just FIFO could significantly improve the comparability of financial statements between the US and many other countries. On the other hand, according to Baluch (2023), the use of LIFO can result in the company paying less taxes because their profit margin will decrease if the most current inventory costs are applied to the items that are sold, implying that the companies could regret deciding to stop using this method.
Using the IFRS standards not only increases comparability but by having improved comparability, companies in the US would also benefit from increased transparency in their financial reporting (Jordan, 2013). This theory is supported by Ebaid (2022) who found through their research that the implementation of IFRS resulted in an increase in transparency with financial statements. Organisations must give more detailed information about financial instruments and risk management plans in place under IFRS 9, which is one way that IFRS promotes transparency. The level of detail required can allow the organisations to gain better relationships with stakeholders as well as investors by making it easier for them to obtain any financial information about the organisation and get a better idea of their financial health. Having more transparent financial statements can also allow companies to become much more credible, and having higher credibility can further increase the opportunity for potential investment opportunities (Thornton, 2023). Therefore, by implementing the use of IFRS, companies in the US could become more successful and profitable. 
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Brazil started the process of adopting IFRS at the end of 2007. There was a transition period in 2008 whereby fourteen IFRS standards had been approved for implementation, but only eight organisations chose to do so. In 2009, the remainder of the standards were authorised for use, with full IFRS implementation taking place towards the end of 2010 (Nakao and Gray, 2018). Before the adoption of IFRS, Brazil used the Brazilian Generally Accepted Accounting Principles (BR GAAP). 
Although the transition to IFRS went quite smoothly for Brazil, they did face some challenges along the way. For example, the accountants and auditors of the companies needed to undertake some extensive training dedicated to transitioning to IFRS (PricewaterhouseCoopers, 2023). There are a number of reasons why the accountants and auditors needed to undertake this extensive training, including the fact that they were transitioning from a set of rules to follow, to a set of principles that act more as guidance. The employees of the company needed to know how to interpret the principles to ensure that their financial statements remained accurate through the transition and thereafter. Another reason that the extensive training was necessary is because the IFRS principles have a few concepts and terminology that would have been new to the accountants in Brazil, as these concepts and terminology would not have been in the rules from BR GAAP. Kofalt (2022) stated that an example of this is how fixed assets are treated. Under BR GAAP, fixed assets are always recorded at their historical cost and cannot be revalued after depreciation, however under IFRS, fixed assets can be revalued periodically to show their fair value (Kofalt, 2022). 
Not only did the companies have to find the time to train their accountants, but they also had to cover the cost of this training as well as the cost of implementing new systems that were needed to follow and adhere to the IFRS standards (JavaTPoint, 2021). The author continues to explain that the costs of transition alone were enough to put some companies off making the switch to IFRS, especially smaller companies that may lack resources. 
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Although the companies in Brazil faced some challenges through the implementation of IFRS in place of BR GAAP, they also experienced a variety of benefits from doing so. According to Weetman and Ioannis Tsalavoutas (2020), one of the benefits gained was an increase in the net income of the companies. They further explained that this benefit was followed immediately by another, which was an increase in the number of dividends to be distributed between shareholders. This shows that the implementation of IFRS can assist in making a company more successful overall, not just with financial statements.
Another benefit that the Brazilian companies could have experienced is an increase in foreign investments. As stated previously in this report, the use of IFRS can improve transparency with financial statements, and this also stands for the financial statements of the companies in Brazil. According to Adetula, Nwobu, and Owolabi (2014), the increase in transparency through the adoption of IFRS can result in investors from foreign countries feeling more confident in the financial reports produced, especially as they have been produced to an international standard, not just a standard from that individual country. However, if Brazil continued to use the BR GAAP rules, they likely would have struggled to get any foreign investments, due to their standards only being suited to their country with a lack of comparability to other countries' standards. This theory is supported by AccountsIQ (2023) who believes that investors may be less likely to trust financial statements and other information provided by businesses if they were not prepared in accordance with IFRS standards. This is because they would not be able to easily compare the company’s performance with a business from another country, therefore giving them less information to consider when deciding whether to invest or not. 
According to research conducted by Cristina, Moraes, and Macías-Cardona (2019), the adoption of IFRS in Brazilian companies resulted in a decrease in accounting conservatism. Accounting conservatism is an accounting standard that states that in uncertain circumstances, accountants must make decisions and use techniques that keep the recorded values of net profits fairly low (Corporate Finance Institute, 2023). Following the accounting conservatism standard may lead to an undervaluation of the company in the future. It may also result in companies providing false financial data in an attempt to enhance the company's value (Woerner, 2023). This shows that organisations in Brazil not only reduced the likelihood of producing inaccurate data but also have a clearer image of where the company will be in the future, which they did not have before switching to IFRS.
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Conclusion
In conclusion, the implementation of IFRS can bring many advantages and disadvantages to organisations within both developed and developing countries. The research in this report found that although the US would face some challenges with the change in complexity from US GAAP to IFRS (Firm of the Future Team, 2023), the benefits that they would reap seem to outweigh the challenges. The businesses would open themselves up to more potential investments, as well as have more transparent and comparable financial statements with organisations from all over the world (Jordan, 2013). 
The adoption of IFRS in Brazil was relatively easy and went quite smoothly. Through the implementation process, the companies of Brazil experienced an increase in net income (Tsalavoutas, 2020) and foreign investors (Adetula, Nwobu and Owolabi, 2014), while also decreasing their accounting conservatism (Cristina, Moraes, and Macías-Cardona, 2019). They did face some challenges along the way including the time and money needed for extensive training for the accountants to be able to adhere to the new guidelines of IFRS (PricewaterhouseCoopers, 2023), but it appears that the benefits were more impactful than the challenges faced.



[bookmark: _Toc153569589]Recommendations
If the companies in the US decide to switch to working under IFRS then there are some recommendations that they should follow to allow the transition to go as smoothly as possible. For example, they should give their staff robust training (Chandiramani, 2023) to ensure that they are fully prepared to work to a new set of standards and that they fully understand them. If these criteria are not met before the adoption of IFRS then the US companies could be at risk of having inaccurate financial statements produced. 
There are also a number of ways that the organisations in Brazil could optimize the adoption of IFRS, including strengthening their regulatory oversight with efficient enforcement and monitoring systems. Having regular monitoring and audits can help to achieve this because auditors can review the organisation’s financial statements to ensure that they are adhering to the IFRS standards (Samani, 2023), meaning they can also act accordingly if they find that the standards are not being met appropriately. Completing these checks regularly will reduce the risk of any potential mistakes being missed. 
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