the lead in the development of ac-
councing policy for securicies
regulator’s fepsorting requirements.
IOSCY has a “buile-in desire o re-
duce the number of acceprable aloer-
narives” corporations can choose from
when reporting the results of opera-
tions and net woreh.!

In lesser-developed countries
stanclardizacion has been promoted
through theestablishmenc of regional
ROCOLIE NG wssoCintions and aocoun-
gant education programs. The Inter-
nationa] Monetary Fund has zided in
this effore by assisting governments
with their financial management pro-
cedures. The industrialized nations
forcign assistance programs include
training local accountants and pro-
fessional development.

In the long run, the “level play-
ing field” provided by harmoniza-
tion (and ehe attendant marker effs-
ciency) should be expanded 1o in-
clude financial institution regulation,
audit requirements, ethical seandards,
wndd tax and cukEom pl:llil.!jl;':.

Policy steps

Efforts should be continued
through 105C to establish interna-
tional corporate reporting require-
ments. A fundamencal first step is to
gain international agreement as o
the definicion of financial statement
items,  The catalyst should come
through policical pressure placed on
securicies regularors by incernational
induscey. Once internacional stan-
dards are ser, che politicalization of
domestic policies will cease.

In the short verm, an approach to
internationalism is o find srandards
acceprable to each local regulator.
Mexe, theamount of variance allowed
from a single standard shouwld be re-
duced wuncil addigional srandards
placed on indusery locally by regula-
tors 15 remioved . The curficalum af
husiness s hoold n.u:'vl'vl:lul'rr:ing programes,
inade itiom ::sl'lr.ll:tl.-l;l'ng CCOLEnes,
must quickly adope these interna-
tional standards,

Government financial reporting
standards also need oo be harmonized
o assist with international economic
and exchange rate coordinacion of-
fores, such as chose of the Group of
Seven nations, the Asian and African

Development Banks, che Organiza-
rion for Economic Coordination and
Development (OECD), and che In-
rermarional Monetary Fund, Harmo-
nizacion would assise in realizing the
“level playing field” thar the above
ciforrs are areempeing o achieve,
Additionally, sccounting standard-
ization would allow beteer policies o
be formulated and for more accurate
comparative analysis by domestic
economic planners, The International
Federation of Accountanis (IFAC),
whose membership is the samie as the
privave sector TASC, is responsible
for standards concerning accounting
for educational and public sector en-
rivies, and awdits and ethics issees,

Adoprion of [AS by accounting
bodies in developing countries would
reduce the expense of creating do-
mestic accounting standards. Coun-
eries with relatively high inflatiogn
might be able to reduce “indexing™
and other poor polices such as peri-
-|:|di|‘.".I E_n'vl:':l'r'u'l‘u;'l'it-l'ﬁa:lld.a h;'r]
n."ﬂll.u!iml ﬁFJmIE-mtm HL1 L with
theadoption of international account-
ing standards,

Harriers

Politscalizacion

The creation of accouncing stan-
dards is a political process. The mea-
jor issues surrounding incernational
accounting policy harmonization are
shown in Table 1. While ic could be
argued chac in che ULS. dhe account-
ing profession sers a scandard for self-
regulation, in acowality, FASH stan-
dards are che resule of complicared
political processes and negoriation.
Those with political power have a
vested ingepest indomestic stamdands.
T is now recognized inall nations and
national induserial sectors thae free
erade is good for a nacion's, and the
world's, seonomy,

Actounting policy processes ane
different in esch country, making it
difficule po resch o consensus on stan-
dards. For example, the issues sur-
rounding the use of purchase versus
pool accounting for mergers, the re-
porting of goodwill and the value of
assers et of deprecation (the gues-
vion of fair marker value versus his-
rorical value asser evaluation) need o

be resolved.

The difficuley in establishing
ingernational sconomic cooperacion
Tnas been proved wich the recent break-
down of che General Agreement on
Tarifis and Trade. Just as interna-
vional and texeile agreements have
caused negotiation deadlocks, the
process of serting accounting stan-
dards might be more the resule of
poligical than economic variables, A
mation balances legal sovereigney wich
ineernational cooperation,

Thee crend has been coward bilac-
eral and crade-block agreements, The
harmonizacion of European Commiu-
nity (EC) accouncing standards is the
miost obvious model for crade-block
sccounting standardization. BC stan-
dardization has begun with mucwal
recognition of prospecruses and re-
lared financial statements. World
tax podicy, with the recent exception
of the EC, has been basically bilateral
for negotiation of mutual tax recog-
mitton and withholding tax rates.

Extra-terricoriality
T]lc-d:imt:u]t}' T l;.-nllnn'in.s inh'r-
nu.til:rnnl o dlw o l::stmatl.-rril'urin.l-
ity recuires that natsonal governments
promote and enforce accounting har-
monizntion, Contracts between na-
tiens are more enforceable than those
between citizens of different nations,
When encouraging harmoniza-
cion, the Internacional Organizacion
of Securities Commissions (TIOSO0
and the International Accouncing
Srandards Commiteee ([ASC) must
not meake U5, economic hegemony
an isgine. The U5, Government has
not recognized any international ac-
counting srandards * Additionally,
the L5 model may not be che ideal.
It could be argued thae LS. Internal
Revenuwe Service standards are con-
fusing and needlessly complicated.
One author beligves ehat the 11,5, 15
not competicive in s abilicy oo pro-
wicle a framewaork for .ltrmrrins fisr=
eign firms o ULE, capital markees;
Companies thar do decide to raise
capital in the Uniced Staces face
two significant expenses: the ac-
counting costs of restating of
reconciling financial statements
to LS, GAAP to meet SEC re-

{contined oo mext page)
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