Post1 :

               Born Global Firms
        Globalization has changed the concept of business and trade and many countries are seeking to conduct international trade with others since there are many competitors and firms. One of those firms, which operate globally, is Born Global Firms (BGF). According to (AMD, 2017), BGF defines as “a business organization that, from inception, seeks to drive significant competitive advantage from the use of resources and the sale of outputs in multiple countries”. BGF’s are usually have small number of employees, which is around 500 and less (Elif, Emin, & Suzanne, 2007). One of the difference between BGF and other international business is that BGF established to enter the international business from the beginning. Moreover, the leaders at BGF develop the strategies and plans to expand and work internationally (AMD, 2017).
       There are many drivers that allowed Born Global Firms to internationalize after its their founding. One of these motives and drivers is the increasing the demand by customers for specialized services and products. In addition, the length of product life cycle is short, therefore it encourage BGF to enter the markets nevertheless of their size and age (Elif, Emin, & Suzanne, 2007). Furthermore, the advance technology, telecommunication, transportation are other factors are motivate the entrepreneurs to enter the markets and do their business with taking financial risks. In addition, there is high integration of world financial markets (S, Gary, & John, 2017).
       Some of the researchers identified the characteristics of BGF, which distinguish them from other international business (Stoyan, 2012).
· The activity in the international market is high from the its founding:
      BGF usually start to export their products or offer their services in the early stage of its establishment. They got benefited from the  advance technology and collaboration with other partners to facilitate the exporting of products.
· The financial and tangible resources are limited:
      Most of BGF has limited human, financial and tangible resources, which is compared to international and large organizations.
· The quality of product is superior:
     It is usually for BGF to have best quality of their products and services since they are looking to internationalize their business and try to compete globally.
       As noted above, the globalization of business offered many advantages to born global firms such as removing barriers to trade with other nations. Equally important, entrepreneurs are taking risks and establish their firms. Finally, the world bank, World Trade Organization and other international organization should a key role to protect BGF and establish the foundation and regulation to encourages them to establish their business and expand globally.
 
References
AMD, L. (2017, 2 27). What is the definition of a “Born Global” firm? International Business Law – Case Study #2. Retrieved 1 28, 2018, from Amdlaw Group: http://www.amdlawgroup.com/what-is-the-definition-of-a-born-global-firm-international-business-law-case-study-2/
Elif, S. P., Emin, C., & Suzanne, W. V. (2007). The Born Global Entrepreneur In Emerging Economies. International Business & Economics Research Journal, 6(3), 73-82. Retrieved 1 28, 2018
S, T. C., Gary, K., & John, R. R. (2017). What is International Business. In International Business; The New Realities (4th ed., pp. 56-80). Harlow: Pearson Education Limited. Retrieved 1 29, 2018
Stoyan, T. (2012, 3). Global from the Start: The Characteristics of Born-Global Firms in the Technology Sector. Retrieved 1 29, 2018, from Technology Innovation Management Review: http://www.timreview.ca/article/532
 

Comment 1:

Most businesses endeavor to participate in international trade as a way of increasing their profits. Born global firms take advantage of globalization to roll out their products across the diverse consumer market. As such, the companies capitalize on the increasing consumer demand through the rising technological innovations to reach out to prospective clients. Additionally, the firms are characterized by low financial budgets and superior quality products that attract a large number of international clients.

Post2 :

Hi all,
Born-global firms possess the following distinctive characteristics:
born-global firms that have a stronger reliance on external monitoring may be less prone to value destructive. Born-global firms begin exporting their products or services within a couple of years after their founding and may export a quarter or more of their total production. Most of them advance through subsequent stages of internationalization, collaboration with foreign partners, or undertaking of direct foreign investment.
Managers have a strong international outlook and international entrepreneurial orientation The managers of born-global firms do not see foreign markets as a mere addition to their domestic markets. They possess a strong entrepreneurial mindset. They proactively and aggressively compete in international markets, they take risks, and innovate.
Emphasis on superior product quality Born-global firms are often at the leading technological edge of their industry or product category. They are founded to exploit business opportunities based on the development of new products or services that are better designed and higher quality than competitors’ offerings. Typically, these firms do not operate in “commodity” market .
Using external, independent intermediaries for distribution in foreign markets Most born-global firms expand internationally through exports by engaging in direct international sales or leveraging the resources of independent intermediaries located abroad. Many of them rely on external facilitators to organize international shipments. Exporting and leveraging independent intermediaries enables flexible international operations including the ability to enter or withdraw from foreign markets relatively quickly and easily. More experienced born-global firms appear to adopt additional strategies, such as joint ventures and foreign direct investment
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In most cases, born global firms exhibit many varied characteristics. The companies significantly rely on technology together with experienced managers who poses a strong entrepreneurial mindset. Again, the corporations focus on quality products and services while taking advantage of the international marketing channels to distribute their products. As such, the born global firms employ multiple strategies that undertake to increase their global scope and reach out to many clients across the world.

Post3 :

The Kingdom of Saudi Arabia (KSA) is soon set to join 130+ countries across the globe in the application of International Financial Reporting Standards (IFRS). Today, all companies in Saudi Arabia, other than banks and insurance companies, must follow accounting standards generally accepted in KSA as issued by the Saudi Organization for Certified Public Accountants (SOCPA). Banks and insurance companies are regulated by the Saudi Arabian Monetary Authority (SAMA-the Saudi Arabian central bank) and are already required to comply with IFRS.

In an era of globalization of businesses and markets, financial information prepared and audited according to national accounting Generally Accepted Accounting Principles (GAAP) no longer satisfies the needs of users whose decisions are more international in scope. Saudi Arabia has recognized the need to participate in the opportunities offered by globalization and consequently, SOCPA approved an IFRS Convergence Plan, called the “SOCPA Project for Transition to International Accounting & Auditing Standards.” Under this convergence plan, all listed companies are required to adopt IFRS for financial periods beginning on or after January 1, 2017, and all other entities for financial periods beginning on or after January 1, 2018. Unlisted entities may opt for an early adoption of IFRS from January 1, 2017. SOCPA is in the process of adopting IFRS for small- and medium-sized entities (SMEs) to be effective in 2018 for use by non-publicly accountable entities.

Since Saudi Arabia joined the Group of Twenty Finance Ministers and Central Bank Governors (G20) in 2009,the adoption of IFRS has been viewed as an important milestone in the country’s future economic development and has been working towards this end ever since. The convergence of national GAAP with IFRS (Fontes et al, 2005, p. 416) promises “transparent, comparable and consistent financial information” to guide investors in making “optimal investment decisions” (Jacob and Madu, 2004, p. 357.)

Increased foreign direct investment and enhanced quality reporting, transparency and comparability are some of the key benefits that the country will enjoy from IFRS adoption. As KSA moves to reduce its dependency on oil, quality, transparent information, comparable to other preparers of IFRS reporting, will serve to attract direct foreign investment to the country.

The view that adoption of IFRS improves quality of financial information is critical to its adoption. If companies do not view the application of IFRS as beneficial to their business, then they are likely to face greater challenges in complying. As countries have over the years transitioned to IFRS, a common recurrence noted is that small businesses were slow to comply because they could not immediately see the benefits of the transition.

IFRS reporting is significantly more onerous than Saudi GAAP, in that its application will necessitate additional disclosures that will contribute to better informing the users.

The step change of moving from Saudi GAAP to IFRS comes with its challenges to corporates, practitioners and regulators alike. Some of the key challenges are the limited resource pool from which to draw upon, as well as Saudi’s unique national practices. KSA is geographically the second largest state in the Arab world after Algeria, having a population of 32.2 million people. Yet despite its size and population, the number of qualified Saudi accountants is a low 300. Compare that to Canada that has a similar population and has over 100,000 qualified accountants and the United Kingdom that boasts in excess of 200,000, the seriousness of the shortage is glaring and one which will need to be addressed if the adoption of IFRS and the regulation thereof by SOCPA is to achieve the desired results. The shortage of skilled accountants in Saudi Arabia is partially bridged by the numerous expatriates that have moved to the Kingdom, yet the Arabic language poses yet another challenge. All statutory financial statements prepared in accordance with Saudi GAAP are required to be filed with the relevant authority in Arabic. It is expected that this requirement will continue with the transition to IFRS. Consequently, there will be added pressure on Arabic-speaking qualified accountants to ensure that compliance with IFRS is, literally, not lost in translation. 

A further challenge is the unique national practices of the country. Compliance with strict local laws and Sharia’ law may not always be in accordance with IFRS. Additional disclosure requirements have been added to some standards, mainly to reflect Sharia’ or local law. Also, going forward, SOCPA may from time to time decide to amend any IFRS requirement that contradicts Sharia’ or local law, also taking into consideration the level of technical and professional preparedness in the Kingdom. Adding disclosures or removing an option from a standard would not normally prevent an entity following the standards from asserting compliance with IFRS. However, amending the requirements would generally prevent an entity following the standards from asserting compliance with IFRS if the amendment has a material effect. 
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Firms in Saudi Arabia intend to incorporate International Financial Reporting System (IFRS). The move gears towards embracing the aspect of globalization that has increased the operations of firms. Also, the country is set to benefit from increased foreign direct investment and enhancing quality reporting. However, it would create operational challenges of realigning the Saudi Arabian financial perspective while disrupting the economic situation of the nation. Nevertheless, the government can leverage the obstacles to improve a proper business reporting.

Post4 :

Evaluating Financial Performance
 

International financial reporting standards in Saudi Arabia are created to ensure that they protect public by applying acceptable standards of accounting. The author of the article states that the standards set are implemented in the private sector, in non-profit organizations, and by independent businesses. The purpose of IFRS standards is to ensure that the implementation of accounting standards in Saudi Arabia is accomplished on a global scale. In Saudi Arabia, the Saudi Organization for Certified Public Accountants (SOCPA) has jurisdiction to implement International Financial Reporting Standards. This agency operates under the ministry of commerce to promote responsible practices in the auditing and the accounting profession. SOCPA is given the jurisdiction of making public decisions and setting accounting standards in the country (IFRS, 2017). The local organization is created to ensure that accounting standards are implemented in the country in a manner that ensures that global accounting standards are observed. Saudi Arabia Monetary Authority (SAMA) is responsible for ensuring that bank and insurance companies in the country report their financial results according to set standards. Other than implementing IFRS standards, SOCPA is accountable for implementing policies that govern religious tax and other matters not covered by the international accounting standards.
The requirements in Saudi Arabia are meant to ensure that financial standards are implemented in a manner which is consistent with the local law or the sharia law. The capital market authority is also responsible for implementing international auditing standards and determining how listed companies value plant, property, and equipment. Between 2012 and 2016, SOCPA was creating a system of transitioning towards the adoption of IFRS standards (IFRS, 2017). Currently, the system in Saudi Arabia requires that all insurance companies and all banks use international financial reporting standards in presenting their financial reports. The Saudi Arabian Monetary Authority has continued to monitor banks to ensure that their implementation of international financial reporting standards is on track. Public companies are also required to use the international financial reporting standards in the preparation of their financial statements even if the statements are not provided in the public domain.
There are no foreign companies whose shares are traded on the Saudi Arabian stock exchange. The requirements provided by IFRS require integration of international financial standards in the country together with the new disclosures which are set by SOCPA. The accounting policy options eliminated by SOCPA address the fair value model and the revaluation of equipment, property, and plant (IFRS, 2017). The adoption of the international accounting standard guides by auditors is used in the presentation of the footnotes and the review of financial statements to ensure that banks and insurance companies prepare their financial statements in conformity to set standards. The foundation which deals with IFRS in Saudi Arabia has been at the center of efforts designed to translate the standards into the local language and to ensure that publications of these standards are available (IFRS, 2017). The translation process has been done to create a widespread understanding of the financial reporting standards that are applied throughout the country. In effect, the modifications made are reflective of the local law and sharia law which is observed in the country in the preparation of financial statements. Small and medium enterprises are also required to apply international financial reporting standards to ensure standardized reporting.
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Across Saudi Arabia, the International Financial Reporting System (IFRS) ensures the application of acceptable accounting standards. The reporting system provides that business corporations have a predictable reporting system that promotes adherence to the Saudi Arabian law. Moreover, the local accounting implementation body in the nation has also advanced appropriate financial reporting standards to ensure they are in line with both the domestic and international financial reporting standards. As such, IFRS has set standards for trading shares for public and private companies in Saudi Arabia. 

