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Introduction

Robert Parker
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021G ISR After reading this chapter, you should be able to:

® explain what comparative international accounting is and why it is worth studying;
® outline the nature and growth of multinational enterprises (MNEs);

® show which countries have the most developed stock markets and accountancy
professions and are therefore regarded as the most important for corporate financial
reporting purposes.

If corporate financial reporting and accounting were identical in all countries of the
world, there would be no point in studying comparative international accounting.
The fact that there are great international differences forms the raison d’étre of this
book.

As an indication of the scale of differences, it is useful to look at reconciliations
of earnings and shareholders’ funds (equity) figures from one accounting basis to
another. The most common source of such data is the annual reports of foreign
companies that are listed on stock exchanges in the United States. Some examples
of these reconciliations are shown in Table 1.1: for Astra-Zeneca (UK-Sweden),
British Airways (UK), Daimler-Benz (Germany), Ericsson (Sweden), and Glaxo
Wellcome (UK; now GlaxoSmithKline), In the case of Daimler-Benz (now Daimler
Chrysler), reconciliations began in 1993 and stopped after 1995 because the group
adopted US rules. It is clear that the differences can be very large and that no easy
rule-of-thumb adjustment procedure can be used. The adoption by listed com-
panies within the European Union of International Financial Reporting Standards
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Table 1.1 Examples of reconciliations of shareholders’ funds to US
accounting rules

Difference
Domestic US-adjusted (% change)

Astra-Zeneca (UK-Sweden) 1998 £10,929m £5,558m -49

1999 £10,302m £33,375m +224

2000 £9,521m £29,707m +212
British Airways (UK) 1999 £3,355m £3,198m -5

2000 £3,147m £2,389m -24

2001 £3,215m £2,334m =27

2002 £2,016m £2,081m +3

2003 £2,058m £1,932m -6
Daimler-Benz (Germany) 1993 DM18,145m DM26,281m +45

1994 DM20,25Tm DM29,435m +45
1995 DM13,842m DM22,860m +65

Ericsson (Sweden) 1999 Skr69,126m Skr85,616m +12
2000 Skr91,686m Skr109,217m +19
2001 Skr68,587m Skr77,801m +13

Glaxo Wellcome (UK) 1995 £91m £8,168m +8,876
1996 £1,225m £8,153m +566
1997 £1,843m £7,882m +328
1998 £2,702m £8,007m +196
1999 £3,142m £7,230m +130

from 2005 onwards, and greater convergence between those standards and US
GAAP, is likely to reduce but will not remove these differences.

In this first chapter we explore in more depth the reasons for studying comparat-
ive international accounting; we look at the nature and growth of multinational
enterprises; and we explain why this book concentrates on some countries more
than others.

There are at least four reasons why the study of comparative international account-
ing is important. They may be called the historical reason, the multinational reason,
the comparative reason and the harmonization reason (Parker, 1983). Although it
is convenient for pedagogic purposes to discuss them separately, the four reasons
are closely linked.

Historically, a number of countries have made important contributions to the
development of accounting. The Romans had forms of bookkeeping and the



