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Abstract. This article provides an overview of the current state of the process of adapting
national financial reporting standards to international norms. It examines the main challenges
and obstacles countries face when transitioning to the use of international standards. Additionally,
the article explores the factors influencing the adaptation process, the methods and tools used,
and the advantages and challenges of this approach. Based on the analysis, recommendations are
proposed to improve the adaptation process and ensure its more effective implementation in the
future.
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INTRODUCTION

The importance of adapting national standards to international norms in financial reporting
is based on several key aspects. Firstly, as the global economy becomes increasingly integrated,
companies operate on an international level. This necessitates uniform reporting standards that
allow financial performance comparisons across different companies and countries [1-4].

Secondly, International Financial Reporting Standards (IFRS) provide transparency and
reliability in financial information, which is crucial for investors, creditors, and other stakeholders
[5-7].

The third aspect is the enhancement of companies' competitiveness in the global market
through improved transparency and comparability of financial reporting. Adapting national
standards to international norms also aids in improving the business climate and attracting foreign
investments [8-10].

Thus, the importance of adapting national standards to international norms in financial
reporting lies in ensuring transparency, comparability, and reliability of financial information,
which facilitates effective market functioning and economic development.

MAIN CHALLENGES AND OBSTACLES

Analyzing the primary difficulties faced by countries in adapting national standards to
international norms reveals several challenges that may hinder successful implementation. These
include:

Differences in Legal and Institutional Frameworks: Each country has unique legal and
institutional features that may differ from international standards. Adapting standards must
account for these differences, which might require changes in legislation and organizational
structure.
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Technical Complexity: International financial reporting standards are often more
technically complex than national standards. This complexity can pose difficulties for accountants
and financial professionals in applying new rules and procedures.

Need for Training and Retraining of Personnel: Implementing international standards
necessitates the training and retraining of personnel to effectively apply new rules and procedures.
This may require additional resources and time.

Resistance to Change: Some stakeholders may resist changes to national standards, fearing
loss of control or an increase in bureaucracy. This can slow down the adaptation process and
complicate its implementation.

Financial and Technical Resources: Adapting national standards to international ones may
require significant financial and technical resources. Some countries may face constraints in
accessing the necessary resources, complicating the adaptation process.

Uncertainty and Risks: Implementing new standards always comes with uncertainties and
risks. Countries may worry about potential negative impacts on the economy and financial stability
resulting from the changes.

Analyzing these difficulties can help countries develop more effective adaptation strategies
and consider the main issues when transitioning to international financial reporting standards.

When considering the impact of various factors on the adaptation process of national
financial reporting standards to international norms, several key aspects should be taken into
account.

Firstly, legislation plays a significant role in defining companies' reporting obligations. The
presence of relevant regulatory acts and rules provides a basis for adapting national standards to
international norms. However, discrepancies in requirements and principles can create obstacles
to adopting new standards.

Secondly, the economic characteristics of each country significantly influence the
adaptation process. Differences in economic structure, the development level of the financial
market, corporate culture nuances, and approaches to accounting and reporting can complicate the
adoption and implementation of international standards.

Cultural and institutional aspects also play a crucial role in the adaptation process.
Differences in corporate culture, accounting and reporting traditions, and the role of government
bodies and regulators can affect the ways international standards are perceived and implemented.

Thus, when considering the impact of these factors, it is necessary to understand their
interrelationships and comprehensive effects on the adaptation process. This will help identify the
main challenges and obstacles, as well as develop effective strategies and tools for successfully
incorporating international financial reporting standards into national practice.

Factors Influencing the Adaptation Process

The Role of Government Bodies and Regulators

Government bodies and regulators play a key role in the process of adapting national
financial reporting to international standards [11].

Their functions and responsibilities in this process include the following aspects:

Legislation and Regulatory Framework: Government bodies and regulators develop and
enact laws, decrees, and rules that define the requirements for corporate financial reporting. In the
case of adaptation to international standards, they may amend national legislation to align it with
international norms.
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Regulatory Bodies and Committees: Often, government bodies establish special regulatory
bodies or committees responsible for developing and approving national financial reporting
standards. These bodies may include representatives from businesses, professional associations,
academics, and other stakeholders.

Facilitating the Adaptation Process: Government bodies and regulators can actively
facilitate the adaptation process by providing resources, expert support, and informational
assistance to organizations undergoing changes. They may also organize training programs,
workshops, and conferences to familiarize with the new requirements.

Monitoring and Control: An important role of government bodies and regulators is to
monitor and control compliance with the new financial reporting standards. They can conduct
inspections and audits at enterprises and develop mechanisms to ensure the quality of reporting.

Coordination with International Organizations: Government bodies and regulators may
also interact with international organizations, such as the International Financial Reporting
Standards (IFRS), to exchange experiences, receive consultations, and participate in the process
of developing international standards.

Supporting Businesses and Investors: Government bodies and regulators should also
support businesses and investors in the process of adapting to new standards. This may include
clarifying requirements, consulting on the application of standards, and providing access to
necessary information and resources.

The role of government bodies and regulators in adapting national financial reporting to
international standards is invaluable, as they possess the necessary authority, resources, and
expertise to ensure an effective and harmonized process of change.

Impact of the Business Community and Investors

The impact of the business community and investors on the process of adapting national
financial reporting to international standards is a key aspect of the successful implementation of
this process. The business community and investors play a significant role in shaping financial
reporting requirements, as they are the main users of this information and are interested in its
accuracy, transparency, and comparability.

First and foremost, the business community and investors act as major stakeholders who
express their requirements and preferences regarding financial reporting standards. They actively
interact with regulatory bodies and professional associations, expressing their views and
suggestions for improving the quality and regulation of financial reporting [12].

The business community, including enterprises of various industries and sizes, acts as
implementers of adaptation. They are required to transition to international standards and
implement the corresponding changes in their financial reporting. This requires not only technical
preparation but also adaptation of internal processes and accounting systems, which may require
significant efforts and resources [13].

Investors, in turn, exert pressure on companies to comply with international standards, as
it is crucial for them to receive information that is comparable and understandable for making
investment decisions. A lack of consistency and transparency in reporting can deter potential
investors and reduce trust in companies.

Thus, the influence of the business community and investors in adapting national financial
reporting to international standards is manifested through their active participation in the
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development and discussion of standards, as well as through requirements for their application by
companies and the investment market.

Methods and Tools of Adaptation

Using Comparative Analysis Between National and International Standards

Applying comparative analysis between national and international standards plays a crucial
role in the process of adapting national financial reporting to international norms. This approach
allows identifying differences and similarities between national and international standards, as
well as determining the necessary changes to meet international requirements.

The main steps in applying comparative analysis are:

Collecting and Systematizing Information: This involves studying documentation,
standards, guidelines, and examples of financial reporting at both national and international levels.

Analyzing Differences: This step includes identifying specific differences in reporting
requirements, classification of assets and liabilities, valuation rules, etc.

Assessing the Impact of Identified Differences: Analyze what changes need to be made to
national reporting to comply with international standards.

Developing an Adaptation Plan: Based on the results of the comparative analysis, a specific
action plan for implementing changes in national financial reporting is developed. This plan
includes not only technical aspects of the changes but also an assessment of potential impacts on
business and investors.

Implementation and Evaluation of Results: After implementing the changes, it is necessary
to evaluate their effectiveness and compliance with international standards. This ensures that
national financial reporting fully meets international requirements and can be understood and
useful for international investors and other stakeholders.

Using comparative analysis allows a more conscious and systematic approach to the
process of adapting national financial reporting to international standards, ultimately improving
the transparency and quality of financial reporting and enhancing trust in financial markets [14].

Benefits for Business, Investors, and Government Bodies

Adapting national financial reporting to international standards offers several benefits for
businesses, investors, and government bodies.

For Businesses:

Improved Access to Capital: Compliance with international financial reporting standards
increases trust from potential investors and creditors, facilitating easier access to financing.

Expansion of Markets and Opportunities: Adhering to international standards opens up new
markets for attracting investments and partnerships, as a business’s reporting becomes more
understandable and comparable for foreign investors and partners.

Cost Reduction: Uniform international standards allow companies to avoid preparing
multiple reports to meet various national requirements, reducing administrative expenses and
simplifying accounting.

For Investors:

Increased Transparency and Comparability: A company's compliance with international
financial reporting standards simplifies the analysis and comparison of financial data across
different companies, enhancing transparency and improving investment decision-making.
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Reduced Risks: More transparent and understandable reporting reduces investors' risks,
increasing their trust in the financial data of companies and reducing the likelihood of unforeseen
losses.

For Government Bodies:

Stimulating Investment and Economic Growth: Aligning national financial reporting with
international standards can attract more investments into the country, fostering economic
development and creating new jobs.

Enhanced Trust in the Financial System: Strengthening the transparency and reliability of
financial reporting supports confidence in the country’s financial system from both local and
foreign market participants.

Overall, adapting national financial reporting to international standards enhances the
investment climate, stimulates economic growth, and increases the transparency and efficiency of
financial markets.

Recommendations for Improving the Adaptation Process

Recommendations for enhancing the adaptation process of national financial reporting to
international standards play a crucial role in ensuring the effectiveness of this process and
improving the quality of financial reporting.

Conducting Extensive Consultations and Dialogue with Stakeholders:

It is important to involve representatives from the business community, financial analysts,
shareholders, government bodies, and other stakeholders in the process of developing and
implementing adaptation. This will help consider diverse needs and viewpoints and ensure broad
support and legitimacy for the process.

Gradual Implementation of Changes:

Instead of a sudden transition to international financial reporting standards, a phased
implementation of changes is recommended. This allows the business community and government
bodies to adapt to new requirements, minimizing risks and adverse effects.

Providing Quality Training and Support:

Organizing training programs, workshops, and seminars for accountants, financial
managers, and other professionals involved in financial reporting is crucial. Support in the form
of consultations and practical assistance can also significantly ease the adaptation process.

Developing Detailed Guides and Methodological Materials:

Compiling and distributing detailed guides, methodological aids, and examples will
simplify the understanding and application of international financial reporting standards. This
helps reduce errors and ambiguities in reporting preparation.

Strengthening Institutional Support:

Government bodies should actively participate in the adaptation process, providing
necessary institutional support. This may include developing and implementing appropriate
legislation, creating specialized bodies and control mechanisms, and collaborating with
international organizations and experts.

Evaluation and Adjustment:

After implementing changes, it is important to evaluate and analyze the results of the
adaptation. This allows for identifying issues and errors and making necessary adjustments to
further improve the process.
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Implementing these recommendations will make the process of adapting national financial
reporting to international standards smoother, more effective, and transparent, thereby enhancing
trust in financial reporting and improving the investment climate [15].

CONCLUSION

In conclusion, this article emphasizes that the process of adapting national financial
reporting to international standards represents a significant strategic direction for improving the
quality of financial reporting, increasing investor confidence, and ensuring the stability of the
financial market. However, the challenges and obstacles discussed highlight the need for further
research and practical efforts in this area. Continuing research will allow for a deeper
understanding of the reasons behind these difficulties and the development of effective strategies
and methods to overcome them. Practical efforts, in turn, will be aimed at implementing these
strategies in real life, which will lead to tangible results and improve the quality of adaptation.
Thus, further research and practical efforts in adapting national financial reporting to international
standards are key factors in achieving goals in the area of financial regulation and ensuring stable
and sustainable development of the financial system.
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