
An important development 
accomplished in late 1993 was 
the conclusion of a revised 
General Agreement on Tariffs 
and Trade (GATT) by 117 
nations. Another interesting 
and significant phenomenon is 
the emergence of the economies 
of Asia, particularly the Pacific 
Rim, as economic powers.  An 
increase in international trade, 
facilitating the movement of 

goods and services worldwide, 
improves the efficiency of 
resource usage. Each country 
then specialises in producing 
those goods and services that 
it can generate efficiently, and 
it exchanges what it produces 
for the products made more 
efficiently in other countries. 
This should result in raising 
the standard of living in 
all countries involved in 
international trade. Increased 
competition also forces 
accounting firms to be 
more efficient.

There is every indication 
that MNCs are a reality in 
almost all parts of the world. 
Whichever way one judges 
the social worth of this form 
of business organisation, it 

has grown to enormous size 
and survived various severe 
political and legal attacks. 
The MNC transfers technol-
ogy all over the globe, raises 
capital where it is cheapest, 
often produces where costs are 
lowest, and develops markets 
wherever people will buy its 
products and services. 

Internationally, account-
ing clearly has a language 
problem. The word asset in 
the French language may also 
connote ‘active’. The German 

International accounting:
 The need of the hour

A ccounting provides 
information that 
can be used in mak-

ing economic decisions. It is 
a service activity and exists 
only to serve decision-mak-
ers. The decision-makers use 
both qualitative and quan-
titative information from 
various sources. Accounting 
provides quantitative informa-
tion that is primarily financial  
in nature. 

Perhaps the most familiar 
form of an economic entity 
is a business organisation. In 
order for the accountant to 
meet the information needs 
of decision makers, the infor-
mation provided should aid 

in making ‘reasoned’ choices 
among alternative 

uses of scarce re-
sources in 

the conduct of business and 
economic activities. 

Since the environments 
in which an economic entity 
operates are dynamic, the ac-
counting profession must 
remain current to be useful. 
Only then can it serve the in-
formation needs of decision-
makers in the ever-changing  
business environments. 

We live in an age in which 
the economies are becoming 
global. International account-
ing is defined as accounting 
for international transactions, 

comparisons of account-
ing principles in different 
countries, and harmonisa-

tion of diverse accounting 
standards worldwide. 
This definition encom-
passes the operational 

needs of the accountant 
in financial, managerial, 

tax, auditing, and other areas  
of accounting.  

Many powerful trends 
toward a global economy are 
evident. The North American 

Free Trade Agreement 

(NAFTA) is a free trade 
agreement among Canada, 
Mexico, and the US. Other 
countries may join NAFTA 
at a later stage. The European 
Union (EU) is already a reality. 
The demise of the communist 
economic system in the former 
USSR and Eastern European 
countries has provided 
opportunities and challenges 

for their entry into the free 
market global economy. 
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International accounting provides pertinent informa-
tion to decision-makers in this age of a global econo-
my, helping them make resource allocation decisions 
that maximise the benefit to humankind. Otherwise, 
in this age of international operations and worldwide 
markets there would be ‘information vacuum’.

T H E M E

As globalisation of busi-
ness activity and finan-
cial markets proceeds at 
a rapid pace, a desire for 
a single set of account-
ing standards has been 
expressed frequently. 
Given differing institu-
tional settings in many 
countries, especially in 
critical areas as corpo-
rate governance, legal 
structure, taxation, and 
capital market develop-
ment, it is implausible to 
suggest a single financial 
reporting system .

Internationally, account-
ing clearly has a language 
problem. The word asset 
in the French language 
may also connote ‘active’. 
The German language 
has no reasonable single-
word counterpart for the 
term ‘fair’.

An increase in interna-
tional trade, facilitating 
the movement of goods 
and services worldwide, 
improves the efficiency of 
resource usage.
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language has no reasonable 
single-word counterpart for 
the term ‘fair’. Since account-
ing itself is not readily trans-
latable into Dutch, people in 
Holland simply use the Eng-
lish word ‘accounting’ as part 
of their native language. Ac-
counting words are far from 
universally comprehensible. 
Terms like ‘reserve’ and ‘provi-
sion’ are prime examples, as are 
‘depreciation’ and ‘amortisa-
tion’. Who really knows what 
revenue is? Anyone for defea-
sance? What about  “capital 
paid in through re-issuance of 
treasury stock?” The lexicon 
of accounting terms is filled 
with different meanings and 
connotations from language 
to language. 

All available evidence sug-
gests that an accounting ‘Es-
peranto’ is unlikely. Therefore, 
either a given language set (for 
instance, English appears to 
be a likely candidate) will find 
international use in other lan-
guages or more language re-
search and learning must come 
to the field of accounting. 

Larry D. Horner, former 
Chairman and Chief Execu-
tive of Peat Marwick Main 
in the United States, pre-
dicts that the day is not far 
off when investors will de-
mand a universal accounting 

lexicon. Those not fluent in 
it are likely to be bypassed by 
international investment and 
business opportunities.

As globalisation of busi-
ness activity and financial 
markets proceeds at a rapid 
pace, a desire for a single set of 
accounting standards has been 
expressed frequently. Given 
differing institutional settings 
in many countries, especially in 
such critical areas as corporate 
governance, legal structure, 
taxation, and capital market 
development, it is implau-
sible to suggest that a single 
financial reporting system can 
evolve which is adequate for 
all companies in every setting. 
Nevertheless, there are a num-
ber of companies that operate 
in a manner that transcends 
idiosyncratic national charac-
teristics, and that actively seek 
capital in international finan-
cial markets. For these compa-
nies, it is plausible that a single 
set of accounting standards 
may be adequate to satisfy in-
vestor needs, in particular if 
such international standards 
are supplemented with lo-
cal rules dealing with specific 
national issues and a strict 
enforcement mechanism. 

Historically, a number of 
countries have made impor-
tant contributions to the de-
velopment of accounting. In 
the 14th and 15th centuries 
the Italian city-states were the 
leaders. The ‘Italian method’ 
of bookkeeping by double en-
try spread first to the rest of 
Europe and eventually around 
the whole world. One last-
ing result of this dominance 
is the number of accounting 
and financial words in Eng-
lish, which are of Italian ori-
gin. Some examples are bank, 

capital, cash, debit, credit, fo-
lio, imprest and journal.

In the 19th century, Brit-
ain took the lead in account-
ing matters, to be followed 
in this century by the United 
States. As a result, English 
has become established as the 
world’s language of account-
ing. The modern accoun-
tancy profession developed 
first in Scotland and England. 
The British and then the US 
lead is demonstrated by the 
overwhelmingly British and 
American origins of most of 
the largest international ac-
countancy firms. Accounting 
techniques, institutions and 
concepts have been import-
ed and exported around the 
world. Britain, for example, 
has not only imported double 
entry from Italy and exported 
professional accountancy to 
the rest of the world, but has 
also exported the concept of a 
true and fair view, first to the 
other countries of the British 
Commonwealth and, more 
recently, to the other member 
states of the European Union 
(Parker, 1989). The concepts 
and practices of management 
accounting throughout the in-
dustrialised world owe much 
to American initiatives. 

Larry D. Horner, former 
Chairman and Chief Ex-
ecutive of Peat Marwick 
Main in the United States, 
predicts that the day is 
not far off when investors 
will demand a universal 
accounting lexicon. Those 
not fluent in it are likely 
to be bypassed by inter-
national investment and 
business opportunities.

There is every indica-
tion that MNCs are a re-
ality in almost all parts 
of the world. Whichever 
way one judges the so-
cial worth of this form of 
business organisation, it 
has grown to enormous 
size and survived vari-
ous severe political and 
legal attacks.


