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WEEK 1 – INTRODUCTION TO INTERNATIONAL ACCOUNTING  

What is International Accounting?  

INTERNATIONAL ACCOUNTING is the international aspects of accounting, including such 
matters as accounting principles and reporting practices in different countries and their 
classification; patterns of accounting development; international and regional harmonization, 
foreign currency translation; foreign exchange risk; international comparisons of consolidation 
accounting and inflation accounting; accounting in developing countries; accounting in communist 
countries; performance evaluation of foreign subsidiaries. 

DIFFERENCE IN ACCOUNTING ACROSS COUNTRIES  

 Accounting systems evolve and reflect the environment they serve  

 Their development is influenced by a variety of contextual factors  

 There are many different systems throughout the world  

 Globalization of accounting has become so important that narrowly national view can no 
longer be sustained.  

Globalization of Accounting Gained Important because  

1. Economic globalization, including the liberation of and dramatic increase in international 
trade and foreign direct investment  

2. The growth of multinational corporations  
3. The emergence of global financial markets  

Companies that are headquartered in one country have operations in other countries. The main 
reasons for international involvement include:  

1. Expanding Sales, 2. 
Gaining access to raw 
materials or other 
factors of production & 
3. Gaining access to 
knowledge 
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ACCOUNTING ASPECTS OF INTERNATIONAL BUSINESS 

 Sales to foreign customers  

 Foreign direct investment  

 Financial reporting for foreign operations  

 International income taxation  

 International transfer pricing  

 Performance evaluation of foreign operations  

 International auditing  

 Cross-listing on foreign stock exchanges  

Internationalization of Accounting? Major Accounting Firms have become international to cater 
for all the international businesses.  
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WEEK 2 – INTERNATIONAL ACCOUNTING PATTERNS AND 

DEVELOPMENT  

Worldwide Accounting Diversity  

 

 

 

 

 

 

 

 

CASE STUDY: DAIMLER-
BENZ AG 

 

 

 

 

 

PROBLEM CAUSED BY ACCOUNTING DIVERSITY:  

 Preparation of consolidated financial statements  

 Difficulties with access to foreign capital markets  

 Non-comparability of financial statements  

 Lack of high-quality accounting information  

 Cost of financial statements preparations  

REASONS FOR ACCOUNTING DIVERSITY: -  
Legal system, Taxation, Providers of Finance, Inflation,  
Culture, Political & Economic Ties 
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LEGAL SYSTEM  
 

 

 

 

 

 

TAXATION  

 Published financial statements may form the basis for taxation or may be adjusted for tax 
purposes and submitted to the government separately from the reports to stockholders.  

 This may cause differences in accounting measurements, e.g. accounting tends to be more 
conservative if rules governing taxable and accounting income are the same.  

PROVIDERS OF FINANCE  

 In many countries major sources of capital are families, banks and government  

 Disclosure in those countries tend to be less important  

 In the U.S and the U.K the providers of financing are diverse shareholders, so disclosure 
is more important.  

INFLATION  

 Some countries have historically high rates of inflation  

 Accounting in these countries often requires adjustments to offset the impact of inflation  

 Given extended periods if low inflation in Angelo-American countries, inflation 
accounting is not required.  

POLITICAL AND ECONOMIC TIES  
These linkages tend to make information sharing easier Nations that share ties often have similar 
accounting systems such as France and former colonies in Western Africa.  

CULTURE  
Accountants undertake professional judgement on a number of areas:  

o When to recognise an item in the financial statements  
o What to measure  
o How to measure items in the financial statements  
o What to disclose in the financial statements  
o how to disclose it in the financial statements or notes  
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All these judgements are shaped to a degree by our culture.  

 

 

 

 

 

 

 

 

 

 

 

Hofstede’s cultural dimensions are commonly used in accounting to discuss cultural influences.  

Mental programming of the mind which distinguishes the members of one human group from 
another.  

 Category of People: Nations, Region or Ethnic Group  
 Programming of Mind: Values and beliefs of a society  
 Vale: “a broad tendency to prefer certain states of affairs over others”  

The Onion’s Diagram’; Manifestations of Culture at Different Levels of Depth  
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CULTURE  
Four Major Dimensions: Power Distance, Individualism, Uncertainty Avoidance & Masculinity  

1. POWER DISTANCE  
The way in which societies handle the problem of human inequality and power (Class, Rank, 
Organisational Hierarchy).  
 Low PD: inequalities between people should be minimised. Superiors and subordinates 

regard each other as equal people with equal rights.  
 High PD: Acceptance and institutionalisation of inequality  

2. INDIVIDUALISM  
The degree to which individuals are integrated into groups.  
 High IDV: individuals regarded as unique and hole, emphasis on individual’s internets and 

attributes. Preference for a loosely knit social fabric.  
 Low IDV – wholeness requires group affiliation/association, emphasis on interests and 

survival of group. Preference for a tightly knit social fabric.  

3. UNCERTAINTY AVOIDANCE  
The degree to which members of a society feel threatened by uncertain or unknown situation: -  
 High UA: Uncertainly on life is continuous threat that must be fought technologically and 

philosophically.   
 Low UA: uncertainty accepted, each day taken as it comes.  

4. MASCULINITY  
The ways in which biological difference become perpetuated in social an organisational role.  
 High MAS: Different role expectations for men and women. Emphasis on traditional 

masculine values of performance and achievement vs. famine values of relationship, caring 
and nurturing. Achievement and assertiveness 

 Low MAS: overlapping role expectation. Emphasis on famine values of relationship, 
caring and nurturing. Relationship and quality of life.  

CONFUCIAN DYNAMISM  
Regard for the relative values in the teachings of Confucius  
 High CD: an orientation toward the future, received importance of the values of, 

perseverance, observation of relationship ordered by status and having a sense of shame.  
 Low CD: an orientation toward the past. Received importance of the values of protection 

of face. Personal steadiness and stability and respect for tradition.  

The influence of culture on Accounting Values  
 Professionalism vs. Statutory Control  
 Uniformity Vs. Flexibility  
 Optimism vs. Conservatism  
 Secrecy vs. Transparency  


