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ABSTRACT

The IFRS can be applied in the multi national company (MNC) and listing firms across the country
but it does not mean it can replace the national accounting standards that have been owned by re-
spective countries. The accounting standardization is not an easy job because each country has dif-
ferent political, social, and economic background. This study is to reveal the reason and who is be-
hind IFRS adoption in Indonesia. This qualitative research is a case study based on cases represent-
ing institutions in Indonesia: DSAK, DPN 1AIl, BAPEPAM-LK, the finance ministry and the ministry
of state own enterprises (BUMN). Data were collected by interviews and using readily available
documents and processed with thematic analysis. The result shows the adoption of IFRS decisions is
driven by international interests. Indonesia's membership in several international organizations, such
as IFAC (International Federation on Accountant), IOSCO, and the G-20, has resulted in the ap-
proval of global accounting standards in Indonesia. Each organization has done a variety ways to
ensure that its members adopt IFRS. IFRS should be based more on Indonesia accounting needs and
should not be only based on a desire particularly coercion from others. In-depth analysis based on
the reality of each particular business should be conducted before a decision to adopt IFRS is taken.
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ADOPSI INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS)
DI INDONESIA

ABSTRAK

IFRS dapat diterapkan pada perusahaan multi nasional (MNC) dan yang terdaftar di seluruh
negera tetapi tidak berarti dapat menggantikan standar akuntansi nasional yang telah dimiliki oleh
masing-masing negara. Standarisasi akuntansi ini tidak mudah karena setiap negara memiliki
latar belakang politik, sosial, dan ekonomi yang berbeda. Penelitian ini bertujuan untuk mengung-
kapkan alasan dan siapa di balik adopsi IFRS di Indonesia. Penelitian kualitatif ini merupakan
studi kasus berdasarkan kasus-kasus yang mewakili Instansi di Indonesia: DSAK, DPN IAl,
BAPEPAM-LK, Kementerian Keuangan, dan Kementerian Badan Usaha Milik Negara (BUMN).
Data dikumpulkan dengan wawancara dan menggunakan dokumen yang tersedia dan diolah
menggunakan analisis tematik. Hasilnnya menunjukkan bahwa keputusan penerapan IFRS di-
dorong oleh kepentingan internasional. Keanggotaan Indonesia dalam beberapa organisasi inter-
nasional, seperti IFAC (Federasi Internasional Akuntan), IOSCO, dan G-20, telah menghasilkan
persetujuan standar akuntansi global di Indonesia. Setiap organisasi telah melakukan berbagai
cara untuk memastikan bahwa anggotanya mengadopsi IFRS. IFRS seharusnya lebih didasarkan
pada kebutuhan akuntansi Indonesia dan tidak hanya didasarkan pada keinginan khususnya pak-
saan dari orang lain. Analisis mendalam pada realitas setiap bisnis tertentu seharusnya dilakukan
sebelum keputusan untuk mengadopsi IFRS diambil.

Kata Kunci: Adoption, IFRS, Case Studies, International Interest, Coercion.
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INTRODUCTION

There have been more than 100 countries
adopting International Financial Reporting
Standards (IFRS) that can become a matter
of discussion and raises debates among ac-
countants in both academics and practitio-
ners around the world. The advantages and
disadvantages of uniform standards create a
serious debate in which it needs to be stud-
ied. The debate is due to different view of
the enactment of a single IFRS for all coun-
tries which may have different needs, cul-
tures, and backgrounds (see e.g. Perry and
Andreas 2006, Abeysekera 2005, Soder-
strom and Sun 2010). Research findings
about globalization discourse of accounting
standards showed mixed results.

IFRS developed in western countries
which have a background of social, political,
economic and cultural and institutional set-
ting that is different from developing (east-
ern) countries. As a developing country, In-
donesia seemed to not want to miss to par-
ticipate involved and support the globaliza-
tion of accounting in the form of use of a
single accounting standard that follows the
principle of “all size". Through the Financial
Accounting Standards Board (DSAK), Indo-
nesia decided to adopt IFRS. IFRS will be
implemented effective in 2012 for all entities
that have significant public accountability;
entities  under  the  supervision  of
BAPEPAM-LK, and state own enterprises
either already or not yet public (Wulandari
2011).

Accounting practices are influenced the
environment in which it is developed, so that
the resulting information will also vary ac-
cording to the institutional setting in which it
operates. More than three decades ago,
Hopwood (1978) warned that the accounting
society (the term is used to represent aca-
demics and practitioners in the field of ac-
counting) should not separate accounting by
the context in which it operates. These
statements Hopwood (1978): we should pay
attention to the organizational and social
contexts in which accounting operates. Fur-
thermore, Hopwood (1978) also said that we
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should not assume that the context is some-
thing that is outside the organization, but as
something that is associated with the organi-
zation.

Briston (1978) argues that colonization
is a major variable influencing accounting in
many countries outside of Europe. Nobes
(1998) adds that foreign direct investment
also affect accounting systems and practices
in a country. Many countries that have been
and are in the process of adoption explained
that they decided to adopt IAS to provide
reliable financial reports to overseas inves-
tors.

There is still a debate in many parts of
the world regarding global accounting stan-
dards-IFRS (see, e.g. Boolaky 2004,
Chamisa 2000). In Australia (one of initiator
countries of IFRS), some authors and re-
searchers criticize the discourse phenome-
non uniform accounting standards (see for
example, Abeysekera 2005). Long before
the convergence of IFRS exhaled discourse
in Indonesia, Briston (1990) has noted that
harmonization of accounting standards may
apply to MNC and the listing firms across
the country, but that does not mean that the
international accounting standards replace
national standards. Briston (1990) states:

"Although Harmonization may be appli-

cable to MNCs and listed companies

with widespread international invest-
ments, it should not be substituted for
national standards or procedures, for ac-
counting should reflect the economic re-

ality of local business” (Briston 1990)

Excessive attention to the harmonization
of the financial statements will result in di-
verting the attention of the allocation of re-
sources owned by the state in other areas
which also important for the country, such as
management accounting and government
accounting. If attention is focused on con-
vergence, then both these areas less atten-
tion. Briston (1990) further reminds all par-
ties that devote thought and energy to pursue
harmonization, should also be aware that the
effort is not an easy task, because each coun-
try is in different background of the political,
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social and economic. If the effort is enforced
it will cause more problems than before.
Here is the statement Briston (1990):
"Too much emphasis on Harmonization
with its attention on financial reporting
will most likely divert resources away
from other important areas of account-
ing, such as management accounting and
government accounting. Those who
cherish the thought of harmonization in
ASEAN becoming a reality must appre-
ciate the fact that attempting to standard-
ize the practice in all six countries from
different political, social and economic
backgrounds is no easy task and it may
create more problems than it can ever

solve " (Briston 1990)

In Indonesia, it can still be counted by
the fingers (even right finger) writers or re-
searchers who criticize and see the other side
(e.g. reason) of the discourse of global con-
vergence of accounting standards. In fact in
the official magazine published by the or-
ganization of the accounting profession (Ac-
counting Indonesia), rubrics that exist within
each publication are filled with writings on
technical issues and sophistication of global
accounting standards. Of them that are moti-
vating me to conduct research with the
theme of adoption of IFRS by looking at it
from another perspective, in particular the
reason and who’s interest behind the adop-
tion of IFRS in the context of Indonesia. The
results are expected to reveal whose interests
are behind the adoption of IFRS in Indone-
sia.

The purpose of this study is to uncover
the role of international institutions in the
adoption of IFRS in Indonesia. Specifically,
the research question is why Indonesia de-
cided to adopt IFRS

THEORETICAL FRAMEWORK

IFRS Adoption in Developing Countries
The IFRS has been adopted by many coun-
tries, both developed and developing coun-
tries. Some researchers on the adoption of
IFRS are such as Alsharairi (2005) with an
exploratory case study of the adoption of
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IAS in Jordan in the perspective of account-
ants, auditors, and academics. He found that
the adoption of IAS impact on the political,
economic and social structures in Jordan. He
suggested that differences between countries
should be taken into account when going to
adopt that standard, but it should be done in
conformance testing, and the influence aris-
ing prior standard was applied.

Apparently, Alsharairi (2005) doubted
whether the standards set by the IASB that
are primarily intended for countries that
have highly developed capital markets such
as the UK and the U.S. still relevant in terms
of adding value to the adopters who have
different conditions. The difference is in the
condition of developed and developing
countries clearly evident in the condition and
development of the capital market and the
number of multinational companies operat-
ing. If IFRS adoption in developing coun-
tries forced the circumstances are different,
of course, will result in a greater stake than
the pole. The added value gained is not
worth the resources sacrificed.

Others such as Tyrrall, Woodman, &
Rakhimbekova (2007) also investigate the
relevance and implementation of the IFRS
for emerging economies with case studies
Kazakhstan. They argue that IFRS is a stan-
dard created by and for the interests of de-
veloped countries. Despite the fact that until
now the standard has been widely adopted
by developing countries, but they argue that
the potentially most countries regardless of
whether IFRS adopters appropriate or rele-
vant to their economies. They argue that
there are four things that can be used to as-
sess the relevance of IFRS, namely: (1). the
degree of similarity of the developing coun-
try's economic and social environment to
that of developed economies, including (2).
The relative size of the public and private
sectors, and, (3). The state of development
of the capital market, would determine (4).
The accounting needs of the country and the
relevance of IFRS to those needs. (Tyrrall et
al. 2007)

Countries said to be experiencing a loss
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in adopting IFRS if it turns out not relevant
to the country concerned. Choi and Mueller
(1984) calls this irrelevance conditions at the
company level or a national 'standards over-
load'. While Belkaoui (2004) illustrates the
irrelevance is due to the company's efforts to
comply with IFRS in excess of what they
need. Belkaoui (2004) said that firms en-
deavor to comply with IFRS requirements
that exceed their business in complexity.

Chand & White (2007) conducted a study
to identify the reasons underlying the deci-
sion taken by the Fijian Institute of Account-
ants to apply IFRS in the financial statements
as at July 1, 2002 and thereafter, especially in
a context where there are only sixteen com-
panies listed on the stock market Fiji. They
concluded that the adoption of IFRS in Fiji
can produce only a transfer of economic re-
sources to private interests of multinational
corporations and international public account-
ing firms that operate on a large scale in the
country. While the public interest are usually
neglected, the adoption of IFRS in Fiji may
be beneficial for the reporting companies in-
volved in the global economy, while signifi-
cantly benefit from the adoption of IFRS are
the accounting profession and public account-
ing firms 'Big Four".

There are two lessons to be learned from
research conducted by Chand & White
(2007). The first, transfer of resources due to
the adoption of IFRS is only enjoyed by the
private sectors that are involved in the global
economy. This can happen because the capi-
tal market in Fiji is very much different capi-
tal market conditions in the UK and U.S.
Second, from the research Chand & White
(2007) could implicitly felt that most of the
small-scale enterprise did not get benefit
from the adoption. There is a suspicion
among many that IFRS is an effort of several
parties who are members of a colony with
the aim of enabling them to play the infor-
mation to their advantage. How the process
is done and who they are, the following will
be presented and the role of global govern-
ance efforts in an attempt to conquer the
world in all fields, including accounting.
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IFRS and Global Governance
Development and application of the standard
in any quality level, requires management
and planning. Failures in management and
planning can result in poor-quality stan-
dards. The discrepancy between the standard
of those of a country and existing accounting
practices could be considered a failure.
However this is not necessarily a justifica-
tion for the need alternative structures for
instance in the form of the adoption of a
global accounting standards that exceed size.
Global accounting standards is one form of
governance arrangement with clustered ar-
chitecture shaped arrangements (Koenig-
Archibugi 2003). Governance arrangements
IS a structure that describes how the interac-
tion between the various actors to pursue the
same goal. Unlike the Koenig-Archibugi
(2003) who considers governance arrange-
ments as a result of the relationship between
supply and demand of global governance,
this arrangement could have occurred be-
cause of the supply of governance are likely
to be forced from one of the interested par-
ties.

IFRS is one form of global governance
that aims to apply single accounting stan-
dards around the world. Discourse of global
financial conglomerate involved in various
financial services such as bank lending, se-
curities, and derivatives, insurance (Mattli
and Buthe 2006). The development of finan-
cial services is incorporated in the Basel
Committee on Banking Supervision, or the
International Organization of Securities
Commisions (I0OSCO). At the next level
Braithwaite and Drahos (2000) found that
IOSCO has been working with the Interna-
tional Accounting Standards Committee
(IASC) to develop a common accounting
standards applicable to securities firms-firms
go public (Koenig-Archibugi 2003). Textu-
ally this statement mean that the original
purpose of the establishment of cooperation
between the management of I0SCO and
IASC is to formulate accounting standards
that apply only to publicly traded compa-
nies, but in practice it turns out global ac-
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counting standards have been interpreted by
a number of parties beyond the initial desire.
Examples of cases in Indonesia, global ac-
counting standards IFRS required for the
public company or not.

Economic governance is often simpli-
fied by question who controls what and for
whom. When examined, IFRS as a form of
governance arrangements is controlled by
I0SCO through the IASC to adopt global
accounting standards in the interest of a
conglomerate. In April 2001 the IASC
changed its name to the IASB. IASB by
Mattli & Buthe (2006) is a non-
governmental organization (private agent) is
responsible for setting global accounting
standards. The question that may arise is
why the delegation of authority to a private
standard-setting agent? One answer that is
generally given to that question is because
the use of specialization and expertise of the
authors of existing standards more favorable
in terms of cost and time. The same reason is
always expressed by the regulatory body in
Indonesia, for example one member DSAK
statement stating that the adoption of IFRS
is better than developing their own account-
ing standards (Wulandari 2011).

Besides that, handing the private stan-
dard setting is done by the agent to "blame
avoidance™ or "shifting responsibility”. The
transfer of responsibility (Shifting responsi-
bility) accounting standard setting on the
other hand do on the grounds that account-
ing standards are complex, complicated,
technical and rapidly changing business
practices to anticipate developments. It takes
a qualified technical expertise and expensive
to formulate accounting standards. Two rea-
sons this is always mentioned parties sup-
porting the adoption of IFRS to replace local
accounting standards. However, the delega-
tion of authority to the private standard-
setting agent causes many problems. Poten-
tial problems can arise because private
agents consist of many actors who collec-
tively comprised of companies, associations,
unions advisory committee or group envi-
ronment. Each actor involved in the prepara-
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tion of the standard course brings impor-
tance to color and influence the standards to
be developed.

The question is who is the most influen-
tial on the IASB in setting standards? There
are two principals that can affect the public
sector principals IASB (SEC, 10SCO, WTO,
G7, World Bank, IMF) or the private sector
principals (the board of trustees of the IASC
Foundation). The influence of each principal
will depend on how much funding is given
to the IASB. IASB will be very concerned
about the input that gave principals the larg-
est financial resource for them (Mattli and
Buthe 2006). IASB Funding comes from a
variety of sources, including donations mul-
tinational companies and accounting firms
'Big Five' The fact is a consequence that in
the process to set standards, the IASB will
be hearing wishes of multinational corpora-
tions and multinational public sector ac-
counting.

RESEARCH METHOD

Case Study as Research Method

This study used a qualitative approach with
case studies as a research method. Case stud-
ies are more suitable when used in a study
with fundamental questions regard to how or
why, when researchers have little opportu-
nity to control events that will be investi-
gated, and where the focus of his research is
on contemporary phenomenon within the
context of real life (Yin 2003). Method se-
lection is based on the research question
(Creswell et al. 2007). Moreover, research
that has in dept and descriptive questions is
suitable when using case study research
(Creswell et al. 2007).

Research Setting

Some studies have been conducted to assess
the implementation of IFRS in different
countries share both assessing the benefits
and challenges (see e.g. Soderstrom and Sun
2010, Alp and Ustundag 2009, Boolaky
2004, Chamisa 2000, Albu et al. 2010). Im-
plementation of IFRS in developing coun-
tries (e.g.: Indonesia) is an attractive setting
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for the study because of the many factors
that can influence the adoption of IFRS. In-
donesia as a developing country has decided
to adopt IFRS in 2012. The research setting
is Indonesian institutions such as the gov-
ernment (ministry of SOE, ministry of fi-
nance, BAPEPAM-LK) and private institu-
tions (DSAK, DPN IAl) that are involved
IFRS adoption decisions in Indonesia.

Types of Data and Data Collection Meth-
ods

The type of data and technique of data col-
lection is influenced by the research ques-
tions, as well as by the context, structure and
timing of research (Ritchie and Lewis 2003).
As a case study, this study chose the phe-
nomenon of IFRS adoption in the context of
Indonesia. To gain an understanding of the
reasons and whose interests are behind the
adoption of IFRS, the data collected is a
combination of documentary data and inter-
views. Interviewing techniques to be per-
formed in this study was not structured and
in-depth interviews. Interviews conducted
with individuals in addition, it is possible to
do with technique paired (or triad) inter-
views (Ritchie and Lewis 2003).

Data Validity

Data validity will be assessed through trian-
gulation of sources and techniques. Triangu-
lation sources will be done by getting the
data from different sources with the same
technique (Sugiono 2010). Data obtained
from various sources will be described and
categorize for similarities and differences.
Triangulation techniques were used in the
sense of different data collection techniques
to obtain data from the same source.

Data Analysis

Based on the data that has been collected
from the site, next process is to analyze, in-
terpreted and criticized. In this study, the
method of data analysis is data analysis
methods belong to Miles & Huberman
(1994). Miles & Huberman (1994) suggested
that qualitative data analysis is done interac-
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tively and continuously until complete and
the data is saturated. Activity in the data
analysis according to Miles & Huberman
(1994) consists of data reduction, data dis-
play, and conclusion.

DATA ANALYSIS AND DISCUSSION
IFRS Adoption in the Context of Indone-
sia

The year of 2012 was the moment of con-
vergence or adoption of full IFRS (Interna-
tional Financial Reporting Standard) in In-
donesia. Convergence will certainly impact
the entire standard accounting practices or
rules (including auditing) must comply with
the principles, norms and values that exist in
IFRS. The adoption and implementation of
IFRS in Indonesia as a developing country
are with all its shortcomings and advantages
exciting to be understood and observed. This
issue turns out there are pros and cons. This
study will attempt to uncover why Indonesia
to adopt IFRS. Whose interests are behind
the massive regulation?

Indonesia in Trap New Style of Colonial-
ism

It is interesting to observe how Indonesia
Accounting Society (academics, practitio-
ners, government and professions) attitude to
the phenomenon of adoption of IFRS. Based
on the observations of researchers, they
seemed hypnotized by the sophistication,
complexity, difficulty, and all sorts of tech-
nical issues that must be met and prepared to
welcome the arrival of the first wave of
adoption of IFRS in 2012. They are busy
preparing all sorts of technical accounting
issues arising from the IFRS accounting
standards. Various articles and conducted
seminars generally only discuss the technical
sophistication of accounting standards set
out in IFRS. As a result they are not thinking
what actually was behind the phenomenon.
They do not have time to ask the reason and
justification for the adoption of IFRS, nor
questioned the appropriateness and rele-
vance of standards with the condition in In-
donesia. As a developing country, of course
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the social, cultural, economic, individual,
professional and accounting system in Indo-
nesia is very different from countries where
IFRS.

IFRS is one form of global governance
that aims to apply single accounting stan-
dards around the world. This discourse has
grown a conglomerate involved in various
financial services such as bank lending, se-
curities, derivatives, insurance. The devel-
opment of financial services is incorporated
in the Basel Committee on Banking Supervi-
sion, or the International Organization of
Securities Commissions (10SCO).
Braithwaite and Drahos (2000) found that
I0SCO has been working with the Interna-
tional Accounting Standards Committee
(IASC) to develop common accounting
standards applicable to public company (Ar-
chibugi 2003). This statement can be inter-
preted textually that the original purpose of
the establishment of cooperation between
the management of I0SCO and IASC is to
formulate accounting standards that apply
only to publicly traded companies, but in
practice it turns out global accounting stan-
dards have been interpreted by a number of
parties beyond the initial desire. In the case
of Indonesia, through the Financial Account-
ing Standards Board, Indonesia decided to
adopt IFRS effective imposed in 2012 for all
entities that have significant public account-
ability; entities under the supervision of
BAPEPAM-LK, and state enterprise (Wu-
landari 2011 ).

Governance is often simplified by ques-
tion who controls what and for whom. When
examined IFRS as a form of governance ar-
rangements, it is controlled by 10SCO
through the IASC to adopt global accounting
standards in the interest of a conglomerate.
In April 2001 the IASC changed its name to
the IASB. IASB according to Mattli &
Buthe (2006) is a non-governmental organi-
zation (private agent) is responsible for set-
ting global accounting standards. The ques-
tion is who is the most influential on the
IASB in setting standards? As we know
there are two principals that can affect the
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public sector principals IASB (SEC, 10SCO,
WTO, G7, World Bank, IMF) or the private
sector principals (the board of trustees of the
IASC Foundation).

The influence of each principal will de-
pend on how much funding is given to the
IASB. IASB will be very concerned about
the input that gave principals the largest fi-
nancial resource for them (Mattli and Buthe
2006). The IASB Funding came from vari-
ous sources, which include multinational
companies and donations firms 'Big Five'
The fact is a consequence that in the process
to set standards, the IASB will be hearing
wishes of multinational corporations and
multinational accounting firms. Adoption of
IFRS for Indonesia is a true accounting of
colonialism. As has been described, one of
the principals that can affect the IASB in the
preparation of public sector accounting stan-
dards is principals (SEC, I0OSCO, WTO, GS8,
World Bank, IMF). The following section
will describe the role of public sector princi-
pals in relation to the adoption of IFRS in
Indonesia.

IFRS Adoption as Compliance of IFAC
Indonesian Institute of Accountants (IAl) is
one of the full members of the International
Federation of Accountants (IFAC 2011b).
As full members IAl has the obligation to
obey and fulfill grains Statement of Mem-
bership Obligations (SMO (s)) (IFAC
2011c). Statement of Membership Obliga-
tions (SMO (s)) is the compliance rules that
have been approved and endorsed by the
IFAC Board in April 2004. SMO contains
obligations that must be met by member of
IFAC.

In april 2004 IFAC Board issued seven
SMO (Statement of Membership Obliga-
tions) which became effective on December
31, 2004. Here is SMO 1-7 issued by the
IFAC Board (revised, November 20, 2006)
(IFAC 2006). SMO is an obligation that
must be adhered to by all members of IFAC
including 1AI:

1. Quality Assurance.
2. International Education Standard for In-

361



ISSN 2087-3735

ternational Education Standards for Pro-

fessional Accountants and Other IAESB

Guidance
3. International Standards, Related Practice

Statements and Other Papers Issued by

the IAASB. IFAC Code of Ethics for

Professional Accountants.

4. IFAC Code of Ethics for Professional
Accountants

5. International Public Sector Accounting
Standards and Other IPSASB Guidance

6. Investigation and Discipline

7. International Financial Reporting Stan-
dards (IFRS).

As member of the organization, Indone-
sia must fulfill all obligations stated in the
Statement of Membership Obligation. But of
course, should be considered and carried out
studies in advance in order to avoid conflict
of public policy in force in Indonesia. SMO
No. 7 on the International Financial Report-
ing Standards (IFRS) regulates the obliga-
tions of IFAC members in relation to IFRS
issued by the IASB (IFAC 2006). There are
three obligations that must be met by a
member of IFAC. Of the three obligations,
there are two obligations that must be under-
stood and applied. This SMO sets out the
obligations of member bodies in relation to
International Financial Reporting Standards
(IFRSs) issued by the International Account-
ing Standards Board (IASB). To understand
and apply the obligations (identified in bold
type) (IFAC 2006), there are some duties for
the members of IFAC:

1. Member bodies of IFAC should support
the work of the IASB by notifying their
members of every IFRS.

2. Member bodies should use their best
endeavors:

(@) To incorporate the requirements of
IFRSs in their national accounting
requirements, or where the respon-
sibility for the development of re-
sponsible for developing those re-
quirements that general purpose fi-
nancial statements should comply
with IFRSs, or with local account-
ing standards that are converged
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with IFRS, and disclose the fact of
such compliance; and

(b) To assist with the implementation

of IFRSs, or national accounting
standards that incorporate IFRSs
(IFAC 2006).

Members of the IFAC should support
generated IASB standards. That the mem-
bers of IFAC should strive earnestly that
they are in accordance with IFRS standards.
IAl as a member of IFAC course obey and
comply with all rules and conditions of the
organization. Compliance with IFAC re-
vealed from the statement of a former
chairman of 1Al following:

In November 2004 (a month before |

was appointed chairman of DPN IAl),

IFAC Council Meeting (general meeting

of members of IFAC) ratified 7 State-

ments of Membership Obligation (SMO)
issued by the IFAC Board in March

2004. One of the SMO, the SMO 7, re-

quires all accountants worldwide who

become members IFAC (including 1Al
course) to adopt IFRS. Responding to
the publication of SMO 7, DPN DSAK
consults IAl. On the basis of various
considerations, the details may be ob-
tained from Mr. JH and Mr. JW (infor-
mants mentioned two names), decided
by DSAK that Indonesia should adopt

IFRS. (Interview with: Ahmadi Hadi-

broto)

From the statement it was revealed that
one of the international institutions that play
a role in the adoption of IFRS is IFAC.
Through IFAC SMO 7 has required all
members to use IFRS as the accounting
standard for financial reports. Furthermore,
informant gave the reason that adoption of
IFRS by Indonesia due 1Al has been a mem-
ber of IFAC. Informants argued that if Indo-
nesia is not a member of IFAC Indonesia
will be ostracized. Informant said:

IAl mandatory adoption of IFRS is

whether you still want to maintain their

membership in IFAC. Exit from IFAC
mean Al and Indonesia will be ex-
cluded from the accounting world. (In-
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terview with: Ahmadi Hadibroto)

Such concerns arise because there is
provision IFAC issued a threatening tone.
Here is a provision in the form of sanctions
for members who do not fulfill the obliga-
tion to fulfill the SMO No.7 on IFRS: A
member body that fails to follow the obliga-
tions of this SMO, or justify satisfactorily
why it has departed from them may be sus-
pended or removed from membership (IFAC
2006).

Members who fail to meet the obliga-
tions contained in this SMO, or can not ex-
plain clearly why they neglect may be sus-
pended or dismissed from membership. In-
donesian Institute of Accountants (1Al) as
the parent organization of the accountant of
course makes every effort to organize this
event in an effort to avoid the convergence
of dismissal as a member of IFAC.

IFAC and IASB

International Federation of Accountants
(IFAC) was founded in 1977, in Munich,
Germany. IFAC is global organizations en-
gaged and regulate the accounting profes-
sion (IFAC 2011a). The purpose of estab-
lishment IFAC is to create international stan-
dards for auditing and assurance, public sec-
tor accounting, ethics, education and the ac-
counting profession and support the adop-
tion and use of international standards
(IFAC 2011b). IFAC will collaborate and
cooperate with other international organiza-
tions in order to achieve the objective stance.
They also desire and establish himself as a
spokesman of the accounting profession.

To date there are 167 members and as-
sociates of IFAC from 127 countries and
jurisdictions (IFAC 2011b). They claim that
the members of these associations represent
2.5 million accountants engaged in the prac-
tice of public accounting, industry and com-
merce, government, and academia. In the
case of Indonesia, those 2.5 million account-
ants in it, including all accounting graduates
who register as members of 1Al IFAC
claimed that their organization is a constitu-
ent board of the independent accounting
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standard. Free from the pressure of interest
and any party. They also claim that the or-
ganization is not for profit.

IFAC proclaimed themselves to serve
the public interest by contributing to the de-
velopment, adoption and implementation of
international standards; contribute to the de-
velopment of professional organizations and
accounting firms, strong and high-quality
accounting practices by professional ac-
countants; increase the value of profession-
alism accountants around the world. IFAC
has a vision of becoming the global account-
ing profession that is recognized as a compe-
tent leader in developing organizational, fi-
nancial markets and the economy are strong
and sustainable. IFAC interest in regulating
the profession of accounting policies that
apply globally to be the main objective mar-
ket-based economy (economic liberaliza-
tion) can run smoothly. Similarly, the finan-
cial markets, the global accounting standard
is intended to facilitate cross-border invest-
ment flows around the world.

Organizationally between IFAC and
IASB have relevance. Both organizations
support each other, work together, and have
the same goal that created a single account-
ing standard applies worldwide. Both or-
ganizations have made an agreement in the
form of an MOU (Memorandum of Under-
standing) signed by each board (IFRS Foun-
dation 2012).

MoU between the IASB and IFAC con-
sists of 19 points deal. In the MOU, there are
two important points to illustrate that the
two organizations have the same goal: pre-
paring on behalf of the public interest, global
financial reporting standards are of high
quality and has a claimed power and force,
to improve the global financial reporting,
and promote, encourage the adoption and
implementation of global accounting stan-
dards (IFRS). Here is the first objective of
the MoU between the IASB and IFAC:

The International Accounting Standards
Board (IASB) and the International Federa-
tion of Accountant (IFAC) have objectives
that include:
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1. The development, in the public interest,
of high quality and enforceable global
financial reporting standards to improve
global financial reporting; and

2. The promotion, adoption and rigorous
implementation of those standards (IFRS
Foundation 2012).

In process of communication and coop-
eration, the MOU stipulates the obligation to
promote the use of IFRS through members
compliance program members. The board of
each member of IFAC are required to notify
their members for each publication IFRS.
The board of each member of IFAC also
required seeking earnestly for their account-
ing standards in accordance with IFRS. To
realize the MOU both institutions, IFAC and
IASB agreed that some board members will
IFRS Advisory Council and the IFRS Foun-
dation Trustees (IFRS Foundation 2012).

IFAC: Globalization and Global Govern-
ance

In the name of globalization, like a globe,
considered the world will continue to con-
verge indefinitely. But on the other hand is a
fact that humans inhabited world is just a
small part of a growing galaxy away. With
the unification of the world metaphor belief
in a rule that seems to violate nature's uni-
versal. Indeed, proponents of globalization
believe that all countries in the world and all
governments will always move towards
unity and a mutual dependence between
them. Even among small and medium enti-
ties and large will cooperate through their
respective borders.

In order to support the desire of global-
ization willed conduct cross-border eco-
nomic integration, requires the strong finan-
cial architecture. Financial architecture must
be supported by the adoption and implemen-
tation of universal accounting standards.
Through various channels and strategies
strived that international accounting stan-
dards are adopted and implemented
throughout the world. If this condition is
reached, the sustainability, stability and se-
curity of cross-border capital allocation will

Adoption of International ... (Hamidah)

be ensured.

IFAC contribute to achieving the desires
of globalization through its role as Global
Governance to encourage and facilitate the
adoption of global accounting standards.

As an institution that places itself as a
global regulator of the accounting profession
and the organization of single, they do so by
issuing rules that bind its members (see
SMO No. 7 of the IFRS). To smooth the
desire and increasingly ensnared members,
IFAC issued a sanction if the member does
not comply with obligations specified. In
addition it also conducted other activities to
support and expedite the adoption and im-
plementation of IFRS by means of continu-
ous training and disseminating IFRS imple-
mentation on all members. Besides IFAC
also encourages and facilitates collaboration
among member states, regulators, compa-
nies, practitioners, and donor community
(e.g.: World Bank, IMF) in order to achieve
the purpose of supporting and launching the
adoption and implementation of IFRS as the
single standard.

As part of the Global Governance, IFAC
believes that international standards will
help drive to produce high-quality financial
information. High-quality financial informa-
tion they believe will ultimately improve
comparability, clarity, credibility, transpar-
ency, and ultimately achieved the world's
financial stability. International standards
are believed to support the capital markets
become more effective and efficient. The
use of international standards is considered
to foster self-confidence of capital markets
users’ country, which is marked by in-
creased international investment. In the end
is the use of global standards is intended to
facilitate the integration of the global econ-
omy.

Membership of G20 as Driver of the
Adoption of IFRS in Indonesia

Adoption of IFRS in Indonesia can not be
separated from the global interests. One
global interest behind the adoption of IFRS
in Indonesia is the pressure from the G-20

364



Journal of Economics, Business, and Accountancy Ventura

Accreditation No. 80/DIKTI/Kep/2012

international organizations. As member of
G-20, Indonesia should be subject to an
agreement that has made the G-20. On 24
September 2009, the G-20 meeting of the
forum held in Pittsburg, USA. One result of
the G-20 meeting in Pittsburgh is made an
agreement stating that the authority that
oversees international accounting rules
should increase the use of global accounting
standards in June 2011 (G-20 2009). The
following is a communiqué made by mem-
bers of the G-20 on an agreement to
strengthen the International Financial Regu-
latory System, which in turn requires the use
of global accounting standards:

We call on our international accounting

bodies to redouble their efforts to

achieve a single set of high quality,
global accounting standards within the
context of their independent standard
setting process, and complete their con-
vergence project by June 2011. The In-
ternational ~ Accounting  Standards

Board’s (IASB) institutional framework

should further enhance the involvement

of various stakeholders (G-20 2009).

As a follow-up meeting, G-20 leaders
agreed to undertake a program of conver-
gence of international accounting standards
(IFRS) into the local accounting standards of
each country.

The existence of the G-20 agreement is
to perform IFRS convergence program to the
local accounting standards, making the Fi-
nancial Accounting Standards Board
(DSAK) more confident to converge with
IFRS. As revealed in the writings DSAK
chairman following:

The new G20 movement brings more

confidence to the convergence initiatives

led by the Indonesian Financial Ac-
counting Standards Board (IFASB)
which is funded by the 1Al (Sinaga and

Wahyuni 2012)

Embodiment confidence DSAK realized
with the publication of the road map towards
IFRS. DSAK plans to converge in 2010. In-
deed, in the end there is a delay enforcement
of IFRS as the accounting standards used to
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prepare financial statements. But eventually,
as it is known, finally DSAK announced that
IFRS accounting standards became effective
as in Indonesia since January 2012,

International Federation of Accounting
(IFAC) is the initiator under discussion turns
IFRS on the agenda of the G-20 in Pittsburg
is. IFAC utilize the G20 leaders' meeting to
emphasize the importance of the use and
adoption of global accounting standards
among its members. This is according to
Bruce (2012) as follows:

IFAC has urged G-20 leaders to utilize

the summit platform as an opportunity to

speak to the importance of worldwide
adoption of global accounting standards
and include that concept in the promo-
tion of global economic recovery (Bruce

2009).

IFAC took advantage of the meeting of
the G-20 in Pittsburg by talking about the
importance of the adoption of global ac-
counting standards and include global ac-
counting standards as a concept for a global
economic recovery. To carry out these de-
sires, on July 31, 2009 IFAC sent a letter to
G-20, in his letter IFAC said that the adop-
tion and implementation of International
Public Sector Accounting Standards are a
means to further enhance the transparency
and accountability (IFAC 2009).

The letter further explained that trans-
parency in the management of funds of the
state government needed to takeovers, lend-
ing, underwriting, and administration bailout
of market institutions, banks and major
companies more secure. The following is a
letter written by IFAC to the G-20 in order
to pave his efforts to promote agreement on
the use of global accounting standards
among the G-20:

“For the adoption and implementation of

International Public Sector Accounting

Standards as a means to greatly improve

government transparency and account-

ability in the light of the unprecedented
takeovers, lending, guarantees, and bail-
outs of major market institutions, banks

and companies (IFAC 2009).”
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Following up on the first attempt to
suppress IFAC global accounting standards
adopted by the G-20. In July 1989 IFAC
workshop entitled G-20 Accountancy
Summit-London. In IFAC workshop deliv-
ered some proposals directed to the adop-
tion of global accounting standards. 1Al
sends representatives to attend the work-
shop. It shows that the presence of IAl
supports efforts to suppress those G20
member countries to adopt IFRS as the
applicable accounting standards in each
country. Results 1Al participation in the
workshop G-20 Accountancy Summit in
London next by IAI through its Executive
Director, Elly Zarni Husin, sent via email
to the community under the auspices of
IAl, the IFAC effort to recommend the use
of global accounting standards. It is said
by the Executive Director of the IAl that as
a result IFAC G20 Accountancy Summit-
London, July 23 to 24, which was also at-
tended by the Indonesian Institute of Ac-
countants, Indonesia as a full member of
IFAC is automatically subject to the deci-
sions taken. Giving this information as
confirming that the 1Al had committed
themselves to agree to use global account-
ing standards replace accounting standard
that has been owned by Indonesia.

The following is taken IFAC pressure to
smooth the goal for global accounting stan-
dards used by members of the G-20, of
which Indonesia is a member:

The G20 should encourage all govern-

ments to adopt and implement common

global standards not only for accounting,
but also for auditing and for auditor in-
dependence.

The main reason put forward by IFAC
on the need for the use of global standard is
to improve the workings of global capital
markets, allowing investors to move across
borders more efficiently, and reduce the risk
and uncertainty in the capital markets. Sup-
port G-20 to the IFRS is consistent with
other international organizations (such as
I0OSCO, EU) which have the same concerns
in the global financial sector.

Adoption of International ... (Hamidah)

I0SCO Membership as a Trap for IFRS
Adoption

Eleven countries in North and South Amer-
ica in 1983 held a meeting in Quito Ecuador.
The meeting has decided to make a change
from the inter-American regional association
(founded in 1974) into global cooperation an
agency (global cooperative body) which
regulates the capital market. Changes in re-
gional capital markets regulator association
in north and South America at the meeting
gave birth to IOSCO, which later developed
into the capital market regulatory agency
associations (securities regulatory agencies)
are global.

In 1984, the institution of the Indonesian
capital market regulator along with France,
Korea and the UK joined the 10SCO. Four
countries is the first agency that comes from
outside the U.S. to join the organization 10-
SCO. I0SCO is currently developing a stan-
dard manufacturer's organization and rules
applicable to international capital markets
members more than 100 countries. IOSCO is
an association of national securities regula-
tory commissions, such as the SEC in the
United States, the Financial Services Au-
thority in the UK, and about 100 other simi-
lar institutions. I0OSCO is currently regarded
as the creator of the international standards
for capital markets.

As a member of I0SCO, Indonesia has
the obligation, together with other members
to work together to develop, implement and
promote internationally applicable standards,
including the agreement on the use of IFRS
as the global accounting standard. As set
forth in the following agreements:

The member agencies of 10SCO have
agreed to:

cooperate in developing, implementing
and promoting adherence to internation-
ally recognized and consistent standards
of regulation, oversight and enforcement
in order to protect investors, maintain
fair, efficient and transparent markets,
and seek to address systemic risks
https://www.iosco.org/about/:

As a member of IOSCO, Indonesia
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should abide by the agreement made by 10-
SCO member countries. Here is the inter-
view with the head of the accounting and
financial standards BAPEPAM-LK on why
the BAPEPAM then also have to support the
adoption of IFRS in Indonesia:
.. indeed we as members of IOSCO is
also like that. As a member of it, Securi-
ties and Exchange Commission yes, yes
IOSCO seems the same as the G20, yes,
it is recommended to use high-quality
accounting standards. Yes it is meant is
IFRS. The point we must follow IFRS
(interview with: Etty Retno Wulandari).
It is clear from the statement that the
adoption of IFRS ERW makes Indonesia
become a member of 10SCO. The IFRS
adoption is not due to its necessity, but more
due to a compulsion and pressures by others.

IOSCO and International Organization

In 2002, IOSCO issued Multilateral Memo-
randum of Understanding Concerning Con-
sultation and Cooperation and the Exchange
of Information. Based on such an MMoU,
the members of the organization to cooper-
ate in enforcement issues that included in-
terpretation IFRS which maintains a data-
base on enforcement actions that have been
made by members. IOSCO is working with
the IASB to develop IFRS so that each
member relies to use IFRS in their respec-
tive countries.

IOSCO works in collaboration with
various international organizations, either as
a member or participant observer. One inter-
national organization in cooperation with
IOSCO is the IASB. 10SCO and IASB held
meeting in Madrid in October 2012, IOSCO
agreed to take on a greater role in the adop-
tion of IFRS. This decision was taken after
the IFRS Foundation Trustees Chairman
Michel Prada encourages IOSCO board to
actively participate in the global effort to
implement IFRS. Prada said in his speech
that the IOSCO is also a global standard set-
ter should also be consistent with the Com-
mittee on Multinational Disclosure and Ac-
counting is also promoting the use of IFRS.
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Furthermore, Prada warned that early
2013 is the deadline to sign the IOSCO Mul-
tilateral Memorandum of Understanding
(MMoU) regarding international enforce-
ment cooperation and information sharing.
To date there are 89 countries that have
signed the IOSCO members MMoU it. On
May 16 Michel Prada, Chairman of the IFRS
Foundation Trustee speaking at a 10SCO
conference in Beijing, China. Prada high-
lights the role of I0OSCO in developing
IFRS, discussed the future of the IASB as a
global standard setter, and a desire to estab-
lish greater coordination between the 1ASB
and 10SCO. According to Prada, 10SCO is
one of the ‘founding fathers' of the move-
ment toward global standards. Further Prada
said that the 10SCO is the catalyst the
movement toward global accounting stan-
dards. This movement took place in May
2000 when 10SCO endorse global standard
for cross-border listings. It this was the ‘core
standards' of the Accounting Standards
Committee, which at a later stage to the
IASB.

CONCLUSION, IMPLICATION, SUG-
GESTION, AND LIMITATIONS

IFRS adoption in Indonesia is driven by in-
ternational interests which causes Indonesia
unable to avoid it. Indonesia's membership
in several international organizations makes
Indonesia show that it uses global account-
ing standards.

Several transnational  organizations
make Indonesia trapped in such standard.
IFAC (International Federation on Account-
ant), IOSCO, and the G-20 and each organi-
zation has ensnared members, including In-
donesia, to adopt global accounting stan-
dards IFRS. Each organization has done a
variety of ways to ensnare members to adopt
IFRS.

Through SMO (Statement of Member-
ship) 7 on the International Financial Re-
porting Standards (IFRS), IFAC requires its
members to adopt IFRS. Besides requiring
members to adopt IFRS, IFAC members are
required to support all the work anyway
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IASB to always do its best to provide the
information and understanding of IFRS on
each of its members.

As a member of I0SCO, Indonesia has
an obligation to cooperate in developing,
implementing and promoting international
standards, including the agreement on the
use of IFRS as the global accounting stan-
dard. These obligations are set out in a bind-
ing agreement to implement I0SCO mem-
bers. The agreement says ... "The member
agencies of I0OSCO have agreed to: cooper-
ate in developing, implementing and pro-
moting adherence to internationally recog-
nised and consistent standards of regulation,
oversight and enforcement in order to pro-
tect investors, maintain fair, efficient and
transparent markets, and seek to address sys-
temic risks ".

Membership in the G-20 requested In-
donesia to be subject to the agreement made
organization. One result of the G-20 meeting
in Pittsburgh is an agreement stating that the
authority that oversees international account-
ing rules should increase the use of global
accounting standards (IFRS) in June 2011.
The communique made by members of the
G-20 on an agreement can strengthen the
International Financial Regulatory System,
which in turn requires the use of global ac-
counting standards (IFRS).

This study indicate that as the originator
of global accounting standards, IASB, en-
tered into cooperation with other interna-
tional organizations to streamline IFRS de-
sire to be used as the sole accounting stan-
dard in the world. One international organi-
zation in cooperation with the IASB was
IOSCO. 10SCO agreed to take on a greater
role in the adoption of IFRS. This decision
was taken after the chairman of the IFRS
Foundation Trustees board of 10SCO en-
couraged to actively participate in the global
effort to implement IFRS. Additionally
IASB has also established cooperation with
IFAC in the form made MOU (Memoran-
dum of Understanding) which regulates the
cooperation to develop in the public interest,
global financial reporting standards (IFRS),

Adoption of International ... (Hamidah)

which claimed a high quality and has the
power and force, to improve reporting global
finance, and to promote, encourage adoption
and implementation of global accounting
standards (IFRS).

As one of the countries participating in
the swift the deal using global accounting
standards (IFRS), Indonesia should not just
go with the flow, but the attitudes and deci-
sion-making should be more based on ac-
counting requirements that must be met by
the users of accounting information in Indo-
nesia.

In depth study is required by looking at
the business realities that exist in Indonesia,
adoption decisions should be made not only
based on a desire or coercion from others.

For a policy study, the results will be
better if researchers are directly involved in
meetings and discussions on the discourse of
IFRS adoption by policy makers. Which in
the case of the adoption of IFRS in Indone-
sia include various parties including: DPN
IAl, DSAK, government representatives,
and accounting experts involved. However,
the researchers were not directly involved in
meetings and discussions. The data in this
study were obtained from interviews and
documentation.
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APPENDICES
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2.

3.

Here the research informants who have agreed to be interviewed in depth:

Chairman of Al compartment Public Accountant for the period 1998 to 2002. Chairman
of 1Al period from 2002 to 2012. President of the ASEAN Federation of Accountants
(AFA) for the period 2006 to 2008. He is a former Senior Partner at KPMG Hadibroto
KAP. During the years 1997 - 2005 he was a lecturer at the Faculty of Economics UI.
Currently he is also a member of the Indonesian Public Sector Accounting Standards
Advisory Board and the Advisory Board IALl.

Drs. Gatot Trihargo, Ak., MAFIS

Currently Trihargo serves as Deputy Assistant Strategic Industrial Business Sector and
Manufacturing Il in the Ministry of SOEs. He is also the chairman of the IFRS task force
in Ministry of SOEs the Republic of Indonesia..

Etty Retno Wulandari, Dra., Ak., MBA, Ph.D.

Currently serves as Chief of the Bureau of Standards of Accounting and Disclosure in
BAPEPAM - LK. He is also a member of DSAK IAL.
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4. Merlyana Samsul
Deloitte partner in Indonesia, has extensive experience for more than 19 years in the
fields of accounting, consulting and auditing, which includes 2 years at Deloitte Austra-
lia. She is a former member of the Financial Accounting Standards Board Indonesian In-
stitute of Accountants (DSAK IAI) and a lecturer at the Faculty of Economics, University
of Indonesia.

He currently serves as head of PPAJP (Centre for Development Accountants and Ap-
praisal Services) Ministry of Finance the Republic of Indonesia.
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