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INTRODUCTIONCccounting is a branch of applied economics that provides information about business and
financial transactions for users of that information. International accounting is distinct because the information
concerns a multinational enterprise 0 MNEL with foreign operations and transactionsC] or the users of the
information are in a different domicile than the reporting entity. Those who want to manage businessC] or obtain
or supply financing across national borders[] need to understand the international dimensions of accounting.
Accounting amounts may vary significantly according to the principles that govern them. Differences in cultured
business practices] political and regulatory structuresd legal systems[] currency values] foreign exchange rates
O local inflation ratesC] business risksC] and tax codes all affect how the MNE conducts its operations and
financial reporting around the world. Financial statements and other disclosures are impossible to understand
without an awareness of the underlying accounting principles and business culture.We view accounting as
consisting of three broad areas[] measurementl] disclosure] and auditing. Measurement is the process of
identifying[] categorizingl] and quantifying economic activities or transactions. The intent of accounting
measurements is to provide users with information that will facilitate economic decisions. Disclosure is the process
by which accounting measurements are transmitted to their users. This area focuses on issues such as what is to be
disclosed] when[J by what meansl] and to whom. Disclosure includes accounting disclosures to external parties
and the internal use of accounting information. Finally[J auditing is the process by which specialized accounting
professionals (] auditors[] examine and verify the adequacy of a company’s financial and control systems and the
accuracy of its financial records. Internal auditors are company employees who answer to management(] external
auditors are non-employees who are responsible for attesting that the company’s financial statements are prepared
in accordance with some generally accepted standards. The importance of understanding international accounting
increases as business and financial markets become more global. Exhibit 1-1 shows that the dollar volume of
cross-border equity offerings almost tripled between 1995 and 199900 with over US$500 billion raised during the
5-year period. International offerings in bonds[] syndicated loans[] and other debt instruments also grew
dramatically during the 1990s.
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