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Accounting & Finance Aspects of Global Operations
Globalization
Today’s business requires a global strategy.  Technology companies are getting global, faster, and at an earlier stage, primarily due to lower barriers.  Global organizations are one step ahead of multinational organizations, sharing and sourcing resources on a global basis to provide superior quality products and services at the lowest cost possible.
Structure
Doing business in foreign countries should be consistent with a company’s overall strategy and should be periodically reviewed.  Management must decide how to divide responsibilities and activities, and how to coordinate the decentralized segments—the extent of decision making; the feasibility of coordinating various operations; and the impact of decentralized decisions on other units.  A global entity must operate effectively—making quick decisions, but with appropriate input; keeping the required people informed, but not being bogged down in communication; and transferring the required sense of urgency across boundaries, but without losing the message across cultures.  Activities should also be grouped, usually by function, product, or geography.  A hybrid of these approaches is commonly utilized.
Finance Function & Internal Controls
Global business adds complexities to the finance function—from currency to contracts to business culture.  Companies must be prepared to handle more complex business and regulatory requirements with each market entered with a strict adherence to financial reporting and internal control, particularly with Sarbanes-Oxley.  Management should focus on responsibility accounting and monitoring results, with costs traced to the individual at the lowest responsibility level.  A consistent chart of accounts is needed to collect data, not just by products or types of expense, but also by responsibility centers.  Standard accounting policies and procedures alleviate fraud risk and improve risk management.  Maintaining a company’s integrity and discipline with revenue recognition is key, including appropriate structuring of contractual arrangements (both strategy and legal perspectives) and fulfilling financial reporting requirements (recognition and VSOE analysis).
Tax Planning
A company needs to determine how its operations will be structured (legal structures and jurisdictions), influenced by overall strategy.  Typical progression is to conduct business through direct export to joint venture (with local firm) to unincorporated branch to subsidiary with transition speed dictated by speed of product acceptance.  Location should not be chosen solely on tax-related issues; infrastructure, political instability, property rights, compensation costs, etc. need to be considered, as well as cost of “maintenance.”  Tax management of intercompany transactions is also important: financing arrangements in light of thin capitalization rules and acceptable pricing transfer pricing procedures.  To be considered also are future tax rate changes; potential for negotiation; operating risks; competitors’ tax structure; profit repatriation; employee compensation; and tax havens.  The company must also monitor the risk of permanent establishments and accidentally creating a tax scenario that it did not anticipate.
IT Systems
Building IT structures early to handle the escalating complexity of business needs and reporting requirements is essential.  Best practice is to implement an ERP system to centralize the overall maintenance and management of IT systems to allow for standardization among locations while providing management with necessary information on a consolidated basis.  Quality consolidation software is integral in the overall process due to the efficiency and increased control/reduced risk that it provides.  There may also be a need to maintain parallel systems to accommodate statutory reporting requirements.  Today, worldwide organizations can easily build IT systems to support worldwide electronic capabilities through instant messaging, a wide-area network, and videoconferencing.
Global Culture vs. Local Culture
Companies have to define culture as a worldwide system of shared goals, values, and behaviors—an ongoing task that requires systemic efforts and time.  Companies have to adapt a style of functioning that adheres to the country’s cultural background.  They must understand the different cultures, including local laws, culture, customs, business norms, politics and social behavior.  A company with a strong culture that respects local cultures and practice will flourish globally.
