International

Accounting Standards
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Processes and Policy Steps

s argued thar intermarional scoounting scan-
dards are a necessary pare of the rapidly
globalization econamy. However it is imporeant
o outlime che steps necessary (o establish these
stancards. This paper explores the issues surrounding
harmonization of accoainting stamdarcds berween nations
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bt stancardized ITHATIL RO, Thies “haermmonestion” of
pocounting standards will help the world economy in the
fellowing ways: by Bacilitating intermational cransaccions
and minimizing exchange costs by providing increasingly
“perfect” informacion; by stndardizing information o
world-wide cconomic policy-makers; by improving fi-
nancial markets informacion; and by improving govern-
ment accountabilicy. Invernacional investment decisions
and financial-based management decisions are chen made
with less risk.

A harmonizacion of acoounting policy would help
provide a “level playing field” globally. Begularors and
auditors will be receiving the same informacion, Facilica-
ing the evaluation process. In cthe absence of free crade,
international accounting standards will allow natons
1i|riFEh,i.|tHJlu.“i and other trade restraine mechanisms oo be
mvore accuwrate and less risky for thaose

valuable decisions. World resources will be betrer man-
aged and allocared. It is possible, due o their necessicy,
o have incernational accounting standards (LAS) harmeo-
nization. The following outlines the issues surrounding
the development of these standards.
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Hixturi::ll}'. there have been four BCCOUNEINE Stan-
divrels mvodels i ehe industriaized couneres: “The Unieed
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Latin American models, The Intemational Accounting
Stunclards Commutoee (IASC) has taken the lead in che
stundardization of these models,'! The TASC s the resulc
of effores begun in 197 3 by che United Staces, Canada and
che Uniged Kingdom coward intemationalism in accouns-
ing standards, Currently there are represencatives from
accpunting bodies in 106 councries and there have been 31
standards issued o dace. Most of these opinions correlace
with American Insticure of Cemified Public Accountants’
(AICPA's) Accounting Principles Board amd Financial
Accounting Standands Boards (FASB) statements.”

Harmonization must begin wich a standardization of
the reporting reguirements by mational securities regula-
eors. Participants in the globalized financial markets are
The
International Organization of Securities Commissions

(1QSC0),  of

demanding ineernational accounting standards,”

which the

engaged in trade.  Investors and

managers will be able to make more
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