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We approach the 21st Century knowing that global events will increasingly affect
our lives. New nations and new economic powers are emerging. As a result, old
alliances are changing, and there are shifts in the well-worn patterns of trade and
international commerce. The dismantling of the former Soviet Union, the fast-
growing economies of Southeast Asia, the integration of the European Union, and
the implementation of the North American Free Trade Agreement all illustrate the
dramatic changes that are under way. Advances in computer and communications
technology are also having their impact. For example, currency markets are open
continuously, 24 hours a day, as they move around the world from New York to
Tokyo to London to New York. Foreign exchange trading now stands at $1.3 trillion
per day. Information can travel long distances quickly, and it is increasingly easier
and cheaper to get. Indeed, new technology makes the internationalization of prod-
uct and finance markets possible. Corporations, too, are making themselves over to
adapt to the global economy. Flexibility is the key as more and more of them
reorganize as networks and stress interdependent alliances and strategic partnership
with other companies, rather than self-sufficiency in all areas. Information, includ-
ing accounting information, is a critical resource in these makeovers, supporting the
linkages both internally and with the outside world.

This book is dedicated to the proposition that the international dimension of
accounting is an integral part of the subject. Students who do not learn about it
have not been adequately prepared for the world they will soon enter. Thus, the
authors believe that the study of accounting, including the first-year course in
accounting, is incomplete without considering its international aspects. Account-
ing: An International Perspective is designed for the introductory accounting
course. It supplements existing introductory accounting textbooks. The book pro-
vides a general, nontechnical overview of the subject matter of international
accounting.

This book is also a testament to the positive influence of research on teach-
ing. At the time of writing, “‘research bashing’ has become popular. According to
this line of thinking, academic research has little or nothing to do with what goes
on in the classroom. However, this book is largely a synthesis of international
accounting research. Nearly everything we say in this book is based on research
findings over the past 30 years or so. Thus, as the material is taught in the
classroom, research findings are directly transferred to students of accounting.

In June 1992 the Accounting Education Change Commission issued Position
Statement No. 2, *“The First Year Course in Accounting.” According to the State-
ment, “‘the primary objective of the first year course is for students to learn about

Xl
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accounting as an information development and communication function that sup-
ports economic decision making.”” Among its recommendations: students complet-
ing the first course should (1) develop a broad view of the role of accounting in
satisfying society’s need for information, (2) understand that the effectiveness of an
accounting system depends on the circumstances and uses to which it is put, and (3)
have the ability to confront problems with more than one defensible solution. In
general, the first year course should be about the uses of accounting information, in
addition to its preparation. In our opinion incorporating the international dimension
into the first year course through the use of this book helps to accomplish these
objectives.

CONTENTS AND CHANGES IN THE FOURTH EDITION

The book contains 12 chapters, modularized so the teacher can pick and
choose among them and use them in a different order than they are presented here.
The first six chapters deal with financial accounting issues. Chapter 1 discusses the
factors that influence the development of financial accounting practices and which,
therefore, explain the similarities and differences in financial accounting around the
world. Chapter 2 describes the important areas of difference in worldwide financial
accounting practices. Institutional efforts to harmonize accounting diversity are the
subject of Chapter 3, while Chapter 4 discusses the ways multinational corporations
report to financial statement users in other countries. Chapter 5 focuses on disclo-
sure trends, notably some innovative disclosures coming from Europe. Finally,
Chapter 6 deals with consolidations and foreign currency translation. International
financial statement analysis is the subject of Chapter 7. It bridges into the next four
chapters—Chapters 8 through 11—which deal with managerial accounting issues.
Chapter 8 discusses accounting information systems in multinational corporations.
Chapter 9 looks at planning and control, while Chapter 10 is about performance
evaluation in multinationals. The interrelated topics of multinational transfer pric-
ing and international taxation are covered in Chapter 11. The book ends with
Chapter 12 in which we identify and discuss what we believe to be the most
important emerging issues in international accounting.

Every chapter starts with the enumeration of five specific learning objec-
tives. At the end of each chapter are study questions, designed to review the
chapter material; several short cases that integrate, and sometimes extend, the
material; and a list of additional readings for those who wish to delve further into
the subjects. Each list has two or three readings that are fairly easy, while the rest
are more difficult.

An Instructor’s Manual accompanies this book. It contains chapter outlines,
solutions to the study questions and cases, and an exam bank with answers. We
also offer suggestions on how to use this book and recommend where our chapters
fit in with topics taught in introductory accounting courses. The Instructor’s Man-
ual is designed to be user friendly, with the expressed intention of making Ac-
counting: An International Perspective as easy to use as possible.
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The Fourth Edition adds many new illustrations from MNC annual reports
and the professional international accounting literature. Footnote references have
been increased to facilitate follow-up. Several sections of each individual chapter
were rewritten, adding and deleting to reflect the current state of the art of the field
of international accounting. The entire text has been thoroughly updated.

CONCLUSION

As noted in Chapter 12, the forces of internationalization are irreversible.
The key drivers that will keep it going are the increasingly multinational structure
of business organizations, the globalization of markets, and the political and
regulatory development of regionalism. These forces were alluded to in the first
paragraph of this Preface. Related accounting issues include information systems
design; performance evaluation in complex, multinational organizational struc-
tures; optimal forms of reporting to various user groups around the world; and the
development of an accounting esperanto. These are but a sampling of the issues
discussed in this book. Your authors welcome you to the study of accounting in a
global context!
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