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ABSTRACT 

This research uses 388 number of observations taken from annual financial reporting of 97 manufacturing 

companies listed in Indonesia Stock Exchange. Indonesia Stock Exchange is classified as emerging capital 

market.  Data were tested using wilcoxon signed rank test, Spearman’s rank correlation test, and path analysis. 

Result  of  wilcoxon signed rank test showed that there is no difference of accounting information quality in 

before and after full convergence of IFRS period. Spearman’s rank  correlation test result also indicate that the 

negative correlation value of the period after the full convergence of IFRS is greater than the previous period. 

This indicates that the quality of accounting information before the full convergence is better  than the period 

thereafter. Both test results are in contrast to the original allegations. Results of path analysis shows that IFRS 

and accounting information quality significantly affect the asymmetry of information.  Correlation coefficient 

shows that the quality of accounting information have a stronger relationship with the asymmetry of information 

than IFRS. Calculation error value of the model equations path analysis showed that the direct effect of IFRS on 

information asymmetry is equal to 16.5%, indirect influence (through the quality of accounting information) is 

10.9%, so the total is 27.4%. While direct influence of  accounting information quality on the information 

asymmetry is 49.8%. 
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1. Introduction 

 

IFRS is still a topic of a long debate, both among academics and practitioners. Those who support stating that the 

outstanding success has been achieved by IFRS, as  a  set of comprehensive and high quality standard, with 

nearly 100 countries that adopt it. In addition, IFRS can convergence with standards of important non-adopters, 

especially the US. (Ball, 2005). Until 2005, IFRS has been applied by more than 8000 companies in 30 countries 

in the European Union. Until 2008, IFRS has been applied in over 80 countries in the EU, Asia, Africa, and 

Latin America. (Mirza, Orrell, and Holt; 2008). While those who contra put forward issues relating to 'fair value', 

where the IFRS financial statements could be more relevance, but at the same time also become less reliable. In 

addition, various research proves that the value relevance of the implementation of fair value can be assessed on 

the assumption that the capital markets  are efficient enough to process the good information. Less reliable due to 

the verification procedures on the authentic proofs of the transactions can not be performed. (Ramanna and 

Watts, 2009; Wahlen, et.al., 2000; Benston, et.al., 2006). 

 

A problem that will be faced by Indonesia in implementing fair value is limited sources of market information. 

Kurniawan (2010) reveals there are three main problems faced by Indonesia in the full adoption of IFRS. They  

are: (1)  unpreparedness of infrastructure such as the board of financial accounting standards as financial 

accounting standard setter; (2) the condition of legislation that has not been synchronized with IFRS; and (3) the 

lack of readiness of human resources and education in Indonesia. Hadad (2013), Chairman of  the board of 

commissioners of Financial Services Authority in Indonesia said that the challenge of the implementation of 

international financial reporting standards is the readiness of the actors in the implementation of the standards. 

According to Hadad (2013), quick review results of the FSA on the semi annually financial statements show that 

market participants' understanding of the IFRS-based accounting standards in Indonesia still have to be 

improved. Unpreparedness of the parties involved, especially investors, financial analysts and the media in 

addressing the impact of the decline in the value of assets and earnings recognition, may cause sentiment in the 
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capital markets. The next challenge is the absence of financial reporting laws. Moreover, Indonesia capital 

market is classified as emerging capital market. 

 

2. Literature Review 

2.1 IFRS and It Convergence to Indonesia Financial Accounting Standards 
International Financial Reporting Standards (IFRS) are rules (standards) issued by the International Accounting 

Standards Board (IASB), an independent organization based in London. The standard is intended to be a set of 

rules that can be applied in financial reporting by public companies worldwide. (Ball, 2005). Since April 2001, 

the function of preparation of this rule is taken by the IASB, in which the rules issued by the IASB using the new 

label, the International Financial Reporting Standards (IFRS). IFRS still continue the previous rules, issued by 

the IASC. (Ball, 2005). One of the important objectives of the IASB is to develop a set of high quality global 

accounting standards that can be understood and increase the transparency of financial reporting in capital 

markets worldwide (IASB, 2010).  

 

Compared to US GAAP, a fundamental difference of IFRS is the using of  principle-based, whereas US GAAP 

using the rule-based. Inherent characteristics of the principle-based framework is the potential for different 

interpretations of the same transaction. This situation led to the emergence of possibilities and creates 

uncertainty and thus require extensive disclosures in the financial statements. (Forgeas, 2008).Shortridge and 

Mrying (2009) cites Robert Hertz, FASB chairman, explained that by using the principles-based approach, the 

standard starts with laying the main objective of good reporting in the area in question and then provide a 

reference that explains the purpose and connect it with some common examples.  

 
The second difference is the methodological differences in assessing an accounting treatment. Under US GAAP, 

research focuses on literature, whereas under IFRS, the review based on patterns in fact more detail. (Forgeas, 

2008). One of the benefits of the migration from US GAAP to IFRS is to use IFRS as the financial reporting 

standards can improve the liquidity of capital markets and reduce the cost of capital companies by providing 

better information to investors regarding the company's performance. (Hail, Leuz, and Wysocki, 2011). 

However, Hail, Leuz, and Wysocki (2011) states that these benefits can be achieved when the adoption of new 

standards in actual improve the quality of reporting and comparability in reporting practices worldwide. 

Indonesian Accountants Association (IAI) in December 2008 to declare Indonesia's plan for convergence to 

International Financial Reporting Standards (IFRS) in the financial accounting standard setting. Setting 

accounting treatment converges with IFRS will be applicable to the preparation of the entity's financial 

statements beginning on or after January 1, 2012. This was decided after going through a deep assessment and 

review taking into account all the risks and benefits of convergence to IFRS. 

 

IFRS convergence in Indonesia is divided into three stages, set in the time span 2008-2010. The steps are: (1) 

Adoption of the entire IFRS to GAAP; (2) Preparation of necessary infrastructure; and (3) evaluation and 

management of the impact of adoption of SFAS. The second stage is the final preparation stage, set in the period 

of a year, that is 2011. At this stage, the steps are: (1) Completion of preparation necessary infrastructure; and (2) 

Application of gradually some IAS-based IFRS. And the last stage is the stage of implementation, in 2012, with 

the steps: (1) The application of IFRS-based SFAS gradually; and (2) Evaluation of the impact of adoption of 

SFAS comprehensively. Based on the roadmap above, the full adoption of IFRS in Indonesia was in 2012. 

 

Indonesian capital market is categorized as emerging capital markets. Emerging capital markets is capital 

markets are in countries categorized as emerging markets. Emerging capital markets have characteristics of 

concern to investors, among which are market liquidity. Emerging capital market liquidity tends to be low 

compared to developed capital markets. In addition, the issue of transparency, competitiveness, and corruption 

are problems that also a concern of investors in emerging markets. (Levich, 2010). 

 

Another feature of the capital markets in emerging markets is the assumption that the market is inefficient, due to 

the number of investors that little, weak communication systems, financial information that is not enough, and 

most importantly, the lack of control in the dissemination of information. (Bilgrami, 1998). Capital Market 

Supervisory Agency and Financial Institution, (2011) in his research report, concluded that investors in 

Indonesia capital market has not been able to obtain sufficient information so that this can sometimes lead to 

errors pricing (mispricing).  
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2.2. IFRS and Accounting Information Quality 
Accounting is a system that provides quantitative financial information about the economic entity that is useful 

for making economic decisions. Accounting provides a means of recording and communication business 

activities and results of such activities. (Albrecht, Stice, and Stice, 2011).  

 

IASB (2010) states that the general purpose financial reporting (communication of financial information to the 

user) is to provide financial information that is reported about an entity that is useful for potential investors, 

lenders, and other creditors in making decisions about providing resources to the entity. These decisions 

including buying, selling or holding equity and debt instruments, and providing or settlement of loans and other 

forms of credit. 

 

So that the decisions taken are accurate, then the accounting information generated should be useful accounting 

information, ie information that meets the needs of the user. To be useful, the accounting information (financial) 

is to be relevant and accurately depict what is intended to be described (faithfully represents). The usefulness of 

this financial information will increase, if the information is comparable, verifiable, timely, and understandable. 

(IASB, 2010). 

 

Some studies using discretionary accruals and accrual quality to measure the quality of accounting information 

(Trainor, 2011; Hope, Thomas, and Vyas, 2013; Bhattacharya, Desai, and Venkataraman, 2013; Ferdousi, 

Shoorvarzy, and Verdi, 2013; Cerquera and Pereira, 2014 ; and Rahman, et al, 2013). While Deng (2013), Barth, 

et.al. (2007), Chua, Cheong, and Gould (2012) and Outa (2011) using earnings management to measure the 

quality of accounting information. In addition, the value relevance, time loss recognition, Reability value, 

feedback value, and predictive value can also be used to measure the quality of accounting information. (Kao 

and Wei, 2014; Deng, 2013; Barth, et.al., 2007; Chua, Cheong, and Gould, 2012; Outa, 2011; Dong Ji and Lu, 

2014; Barth, et.al., 2007; Lee , Walker, and Zeng, 2013; and Barth, et.al., 2013). 

Various studies have been conducted to examine the effect of the application of IFRS on the quality of 

accounting information. (Lee and Zeng, 2013; Deng, 2013; Xu and Lu, 2014; Barth, et.al., 2007; Kao and Wei, 

2014; Chua, Cheong, and Gould, 2012; Adibah, et.al., 2013; Cormier, 2014; Horton, Serafeim, and Serafeim 

2010; Cascino and Gassen, 2012; Paglietti, 2009; and Outa, 2011). 

 

2.3. IFRS and Information Asymmetry 
Information asymmetry is a condition in which the manager as insider has private information that is more than 

the parties outside the company (such as investors, creditors, analysts, etc.). This asymmetry of information 

related to information risk and is a component of the cost of capital. Watts and Zimmerman (1986) states: 

"Information asymmetry happen in weak form and semistrong market. In weak form market, the information set 

contain only past security prices and /or past trading volume. In semistrong market, the information set contains 

all published information at the time ". From these quotations can be concluded that in an efficient market 

(strong market) asymmetry of information has not occurred. Indonesia as a country that is still considered 

emerging market, the market has not been efficient. (Bapepam-LK, 2011). 

 

In an environment that is rich in information, as in developed countries, the asymmetry of information between 

management and investors can be minimized. (Rahman et al, 2013). In such an environment, public disclosure 

(both of which use formal channels such as annual financial statements or other lines) plays a role as an 

intermediary in which management signaling private information to stakeholders, including investors. 

 

Research aimed at proving the effect of the adoption of IFRS on information asymmetry which was 

commissioned by Kao and Wei (2014) who found that the adoption of IFRS has reduced the asymmetry of 

information. Naranjo, Saavedra, and Verdi (2013) found a significant relationship between IFRS with 

information asymmetry. Chatam (2005) found that the degree of compliance with IAS does not have any effect 

on the asymmetry of information, as well as Muller, Riedl. And Sellhorn (2011) found that IFRS lowers 

information asymmetry. 

 

2.4. Accounting Information Quality and Information Asymmetry 
Information asymmetry is a condition in which the manager as insider has private information that is more than 

the parties outside the company (such as investors, creditors, analysts, etc.). This asymmetry of information 

related to information risk and is a component of the cost of capital. 

 

Several studies have found that the accounting information quality affects the asymmetry of information. Some 

studies included the Bhattacharya, Desai, and Venkataraman (2013), which found that significantly affects the 
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quality of accounting information asymmetry. Cerquira and Pereira (2014) found the quality of financial 

reporting affect the asymmetry of information, Rahman, et.al. (2013) find that earnings management to lower 

information asymmetry, Ferdousi, Shoorvarzy, and Sepehri (2012) found the effect of accrual quality of the 

uncertainty information, though not significant, while Purwanti and Kurniawan (2013) find that earnings 

management does not affect the asymmetry of information. 

 

Based on the literature review then formulated the hypothesis: 

Ha1: µbfre = µaftr  There is  difference in the quality of financial information company-year period 2010-2011 to 

2012-2013. (Before and after full convergence of IFRS) 

Ha2 IFRS affects the quality of accrual, indicating the increasing of the quality of accounting 

information 

Ha2  IFRS affect the information asymmetry 

Ha4 Accounting information quality affect information asymmetry 

 

3. Methodology 

3.1. IFRS  

Convergence of IFRS is a period in which the Capital Market Supervisory Agency and Financial Institution 

(Bapepam-LK) said it would streamline the convergence 18 Statement of Financial Accounting Standards 

(GAAP) to International Financial Reporting Standard (IFRS) on January 1, 2012 that is in line with the 

commitment to adjust to international regulations. 

 

The data used in this study is four years, which will be divided into two periods, namely the period before and 

after the full convergence of IFRS. The period prior to full convergence is the data in 2010 and 2011, while the 

period after full convergence of IFRS  is the data in 2012 and 2013. To test the impact of the implementation of 

IFRS on the quality of accounting information  by performing paired sample t-test or wilcoxon signed rank test. 

Paired sample t-test will be used if the data distributed normally, and wilcoxon signed rank test vice versa. 

 

Otherwise it will be tested using path analysis, which is to see the direct influence of the adoption of  IFRS  on 

accounting information quality and on  information asymmetry and indirect influence of IFRS on information 

asymmetry. For this test, the adoption of  IFRS operationalized variables using dummy variables, which were 

given a score of 0 for the period prior to full convergence, and a score of 1 for the period after full convergence. 

(Houqe, et.al., 2011; Horton, Serafeim, and Serafeim, 2013; Adibah, et.al., 2013). 

 

3.2. Accounting Information Quality Variable 

The quality of accounting information in this study was measured using the accrual quality, using the model 

introduced by Dechow and Dichev (2002) and later developed by Francis et al (2005). This model is also used 

by Core, et.al. (2008) and Bhattacharya, et.al. (2013). In addition, this study attempted to examine the quality of 

accounting information using the model used by Barth, et.al. (2008), which saw a correlation between accrual 

and cash flow. 

3.2.1. Accrual Quality 

Accrual quality is described by the following equation (Francis et al, 2005; Core, et. Al., 2008; and 

Bhattacharya, et al 2013): 

 

TCA j,t = β0,j + β1,jCFOj,t-1 + β2,jCFOj,t + β3,jCFOj,t+1 + β4,j∆REVj,t+ 

                Β5,jPPEj,t + ε j,t 

TCA = (∆CA - ∆Cash) - (∆CL - ∆STDEBT); ∆CA  = Changes in Current Assets; ∆CASH   = 

Changes in Cash dan Cash Equivalent; ∆CL= Changes in Current Liabilities; STDEBT  = Changes in Short 

Term Debt; CFO = Cash Flow from Operation; ∆REV  =Changes in Revenue; PPE = Property, Plant, 

and Equipment; Ε = Error 

 

Dechow and Dichev (2002) explains that CFOt-1 shows the cash flows that occur corresponding amount 

recognized in the profit (for example, the collection of accounts receivable), CFO, t refers to the cash flow 

received or paid in the same period as the cash flows are recognized in earnings, and CFOt + 1 refers to the cash 

is received or paid prior to income or expense recognized in income, such as cash payments for supplies. 

 

Furthermore Dechow and Dichev (2002) stated that the quality of accrual based on assumptions, so that if there 

is an error should be corrected in the accrual and earnings in the future. Through this model, they argued that the 

estimation error and the subsequent correction of the noise that reduces the accrual, so the quality of accruals and 
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earnings decreased in accordance with the amount of the estimated error value. Match process between the 

working capital of the realization of cash flows used to measure the quality of accruals. High error value, means 

the difference in height between the working capital and cash realization, which means indicates a low accrual 

quality. The magnitude of accruals quality used is residual values regression model. 

3.2.2. Correlation between accruals (ACC) and cash flow (CF) 

Barth, et. al. (2008) and Lang et al (2003) using the correlation accruals and cash flows for measuring the quality 

of accounting information. Correlations were tested using spearman’s rank  correlation between accrual and cash 

flow. Lang et al. (2003) concluded that the companies were doing income smoothing is shown with a greater 

negative correlation between accruals and cash flows, due to the accrual reverse over time and generally 

negatively related to cash flow. The amount obtained by subtracting CF accrual of NI. Regression model 

equation is as follows (Lang, et. Al., 2003): 

CFi,t = α0 + α1SIZEi,t + α2GROWTHi,t + α3EISSUEi,t + α4LEVi,t +  

α5DISSUEi,t  + εi,t 

ACCi,t = α0 + α1SIZEi,t + α2GROWTHi,t + α3EISSUEi,t + α4LEVi,t +  

α5DISSUEi,t + εi,t 

SIZE  : natural logarithm year-end market value of equity; GROWTH   : The annual change in sales;  EISSUE : 

The annual change in the common stock; LEV : liabilities divided by equity book value end of the year; DISSUE 

: The annual change in liabilities; CF : Net operating cash flow / total assets;ACC:  NI – CF;N :  net income/total 

asset 

 

3.3. Information Asymmetry Variable 

Asymmetry of information measured using the bid-ask spread, ie the difference between the stock price desired 

by the buyer (bid price) at a desired stock price by the seller (ask price) (Leuz and Verrecchia, 2000). Bid prices 

and ask prices is determined by a stock dealer as a market maker and the amount varies from one company to 

another, depend on the level of information asymmetry between investors who have information and investors 

who do not have the information. (Callahan et al, 1997). 

 

Bid-ask spread is calculated by the following formula: 

 

Bid Ask Spread it = Ask Price – Bid Price 

     [(Ask Price+ Bid Price) / 2] 

 
Bid price and the ask price is used in this research is the price of the monthly trade (monthly trading) during the 

study period. 

 

In addition to examine how the impact of IFRS adoption on the quality of accounting information by means of 

two sample paired  t-test or wilcoxon signed rank test and Spearman’s rank correlation, this study also want to 

test the effect of the adoption of IFRS (X) on the quality of accounting information (Y) and the subsequent 

influence on the asymmetry of information (Z). Model of the testing can be described as follows: 
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Figure 1 

Path Analysis Model 

 

 

  

 

 

 

 

 

Structural equation for the model: 

Y = py,x X + ε1                    ………………. (1) 

Z = pz,x X + pz,y Y + ε2   ………………..   (2) 

 

X = IFRS, using dummy variabel; Y = Accounting Information Quality, using discretionay accrual as proxy; Z = 

Information Asymmetry, using bid-ask spread as proxy. 

 

 

 

 

 

4. Result 

4.1. Accounting Information Quality before and after Full Convergence of IFRS 

 
The magnitude of accruals quality used is residual values regression model. To perform the analysis of different 

test, the steps are: (1) To test the normality, autocorellation, multicoliniearity, and fit of model of the multiple 

regression equation; (2) Entering data into the multiple regression model, to get the residual value, respectively 

for data of annual financial statements for 2010 and 2011 (before the full convergence of IFRS period), and the 

annual financial statement data for the year 2012 and 2013 (after the full convergence of IFRS period); (3) 

Calculate the standard deviation of multiple regression equation for the period before and after the full 

convergence of IFRS; and (4) Doing paired sample t-test to or wilcoxon signed rank test to see if there is an 

average difference is significant or not between the data before full convergence of IFRS compared to the data 

after the full convergence of IFRS. 

 

To compare the quality of accounting information of companies listed in Indonesia Stock Exchange in 2010-

2011 and 2012-2013 (before and after full convergence) periods used  accrual quality through the residual value 

of the regression equation result: 

 

Regression model for period 2010-2011 

 TCAt = -0,39 + (2,37E-13)CFOt-1 - (2,76E-13)CFOt - (2,09E-13) CFOt+1 + 0,078∆REVt + (2,52E-

14)PPEt  

Regression model for period 2012-2013 

 TCAt = 0,018 + (1,68E-13)CFOt-1 - (1,83E-13)CFOt + (9,79E-13) CFOt+1 - 0,502∆REVt + (1,42E-

14)PPEt  

 

 

 

 

 

Adopsi IFRS 

(X) 

Accounting Information 

Quality (Y) 

Asimetri Informasi 

(Z) 

py,x pz,y 

pz,x 

ε1 

ε2 
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Table 1 

Descriptive Statistics 

  

N 

Before Full Conv After Full Conv 

Mean Std. Dev Mean Std. Dev 

Test Variable 

TCA 

 

Control Variable 

CFO1 

CFO 

CFO2 

REV 

PPE 

114 

 

 

114 

 

21.27 

 

 

21.90 

21.91 

21.93 

22.40 

23.87 

 

1.68 

 

 

1.83 

1.84 

1.83 

1.71 

1.39 

 

21.74 

 

 

21.93 

22.02 

22.09 

22.66 

24.16 

 

1.44 

 

 

1.83 

1.87 

1.72 

1.64 

1.40 

 

The table  shows that the mean test variables Total Current Accrual (TCA) before the full convergence  of IFRS 

at 21.27, while the mean after the full convergence of  21.74, which means an increase of TCA prior to the full 

convergence period than the period after full convergence. Standard deviation TCA prior to the full convergence 

of 1.68 while after the full convergence of 1:44, which means a decline in TCA standard deviations from the 

average value in the period before as compared to the period after the full convergence of IFRS. This indicates 

that the period before the full convergence of IFRS is more volatile than the period thereafter. 

 

Before the testing of the hypothesis, first tested the normality of the data to determine the type of test used 

whether parametric or nonparametric test. If the data is normally distributed then used  paired sample t-test, on 

the contrary, if the data is not distributed normally used wilcoxon signed rank test. Here are the results of tests of 

normality of the data: 

 

Table 2 

One-Sample Kolmogorov-Smirnov Test 

 Residual_Before Residual_After 

N 114 114 

Normal Parameters
a,b

 

Mean -,0034 -,1734 

Std. 

Deviation 
7,03505 14,14411 

Most Extreme Differences 

Absolute ,351 ,400 

Positive ,351 ,400 

Negative -,291 -,353 

Kolmogorov-Smirnov Z 3,455 3,940 

Asymp. Sig. (2-tailed) ,000 ,000 

Based on the test results of normality (Kolmogorov-Smirnov) note that the data of accounting information 

quality in the period 2010-2011 and the period 2012-2013 are not normally distributed (p-value second data 

group <0.05),  then testing using a nonparametric test. The Wilcoxon signed rank test and the test results are 

presented in the following table. 

Table 3 

Wilcoxon signed rank test Result 

Test Statistics
a
 

 Residual_After - 

Residual_Before 

Z -1,085
b
 

Asymp. Sig. (2-tailed) ,278 

 

Based on the results of data processing such as those found in table 2 above can be seen the Z value of -1.085 

with a significance value of 0.278. Furthermore, from Z-table, the error rate of 5% Z values obtained on testing 

the two-way 1,96. Because the absolute value of Z (1,085) is smaller than Z table (1.96) then the error rate of 

5%, so that it can be concluded that there is no significance difference in the quality of accounting information 

before and after full convergence of IFRS period. 
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Error  value before the full convergence  of  IFRS is equal to 0.680, while after the full convergence of IFRS is 

0.711. High error value, means the difference in height between the working capital and cash realization, which 

means indicates a low accrual quality. The magnitude of accruals quality used is residual regression value. 

   It appears that the error value indicates that the quality of accounting information is proxied by the quality 

of accruals before the full convergence of IFRS is better than the quality of accruals after the full convergence of 

IFRS. This is contrary to the initial allegations that the quality of accounting information after the adoption of 

IFRS will be better (Rudra, 2012; Lee, Walker, and Zang, 2013; Deng, 2013; Kao and Wei, 2014; Chua, 

Cheong, and Geold, 2012).  

 This study supports the results of the study by Xu and Lu (2014), and Garanina (2014) did not find 

evidence that the IFRS has increased the value relevance, Barth, et.al. (2007) did not find that the adoption of 

IFRS has improved the quality of accounting. Even Outa (2011) found that of the eight matrix accounting 

information quality tested, five showed a decrease in post-matric adoption of IFRS in Kenya, and Lai, et.al. 

(2013) found that the accrual reliability in Australia decreased significantly after the adoption of IFRS.  

 

4.2. Spearman’s Rank Correlation Test 

To perform the analysis of spearman’s rank correlation test, the steps are: (1) To test the normality, 

autocorellation, multicoliniearity, and fit of model of the multiple regression equation; (2) Entering data into the 

multiple regression model of accrual dan cash flow, to get the residual value, respectively for data of annual 

financial statements for 2010 and 2011 (before the full convergence of IFRS period), and the annual financial 

statement data for the year 2012 and 2013 (after the full convergence of IFRS period); (3)Residual values 

accruals and cash flows will be tested by spearman’s correlation test, respectively for the period before and after 

the full IFRS adoption; and (4) Spearman correlation value comparing before and after the period of full 

adoption of IFRS. More negative correlation value indicates the possibility of greater income smoothing (quality 

of accounting information is lower). 

 

Correlation analysis was used to test whether there is a relationship between the accrual and cash flows. The 

regression models are formulated and after processing the data obtained through the regression results for each 

model as follows: 

 Cash Flow Reggression Model period 2010-2011: 

CF = -0,511 + 0,022 SIZE + 0,003 GROWTH – 0,008 EISSUE + 0,0002 LEV + 0,014 DISSUE 

Cash Flow Regression Model period 2012-2013: 

CF = -0,482 + 0,020 SIZE + 0,045 GROWTH – 0,020 EISSUE - 0,001 LEV - 0,021 DISSUE 

Accrual Regression Model period 2010-2011: 

ACC = -0,076 + 0,003 SIZE - 0,001 GROWTH + 0,017 EISSUE - 0,0004 LEV - 0,030 DISSUE 

Accrual Regression Model period 2012-2013: 

ACC = -0,060 + 0,001 SIZE + 0,199 GROWTH + 0,014 EISSUE + 0,00007 LEV - 0,003 DISSUE 

Of the four equations are then calculated residual value as an indicator of cash flow and accrual and the results 

were correlated using Spearman's rank correlation. 

Tabel 4 

Spearman’s Rank Correlation Result Period 2010-2011 

Correlations 

 residual_CF residual_ACC 

Spearman's rho 

residual_CF 

Correlation Coefficient 1,000 -,478
**

 

Sig. (2-tailed) . ,000 

N 194 194 

residual_ACC 

Correlation Coefficient -,478
**

 1,000 

Sig. (2-tailed) ,000 . 

N 194 194 

**. Correlation is significant at the 0.01 level (2-tailed). 
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Tabel 5 

Spearman’s Rank Correlation Result Period 2012-2013 

Correlations 

 residual_CF residual_ACC 

Spearman's rho 

residual_CF 

Correlation Coefficient 1,000 -,493
**

 

Sig. (2-tailed) . ,000 

N 194 194 

residual_ACC 

Correlation Coefficient -,493
**

 1,000 

Sig. (2-tailed) ,000 . 

N 194 194 

**. Correlation is significant at the 0.01 level (2-tailed). 

 
The test results showed that the negative correlation value before the full convergence of IFRS period is smaller 

than after the full convergence period. 

 

Researchers presume that the negative correlation is greater in the period after the full IFRS kovergensi caused 

by using principle-based IFRS, whereas the old IAS adopt US GAAP which uses rule-based. Inherent 

characteristics of the principle-based framework is the potential for different interpretations of the same 

transaction. This situation led to the emergence of possibilities and creates uncertainty and thus require extensive 

disclosures in the financial statements. (Forgeas, 2008). This causes the IFRS provide greater opportunity for 

management to use judgment compared ruled-based, so that the value becomes greater discretionary accrual. 

Chua, Cheong, and Gould (2012) reported the fact there is evidence to suggest that financial firms do earnings 

management after the adoption of IFRS in Australia. 

 

4.3. Path Analysis Test 

Steps in path analysis test: (1) Perform regression for a model equation (1), to see the effect of X on Y; (2) 

Perform regression for a model equation (2), to see the effect of X and Y to Z; and (3) Calculate the  direct and 

indirect effect of X to Z 

 

Table 5 

Regression Model Result 

Structural Equation 1 Structural Equation 2 

Mean :  

AIQ   : 49.547 

IFRS :    0.500 

Std. Deviation: 

AIQ   : 3.438 

IFRS  : 0.501 

Standard Error of the Estimate: 

3.298 

Coefficient Beta (ρy,x) 

IFRS : .220 

Coefficient Correlation: 

(+) 0.220 

ρ value 

IFRS : .001 

R Square 

.048 

Mean: 

ASMINF  : 44.482 

IFRS        :     .505 

AIQ          : 49.487 

Std. Deviation: 

ASMINF  : 37.256 

IFRS        :       .501 

AIQ          :    3.317 

Standard Error of the Estimate: 

32.666 

Coefficient Beta (ρz,x) dan (ρz,y) 

IFRS : -.165 

AIQ   : .498 

Coefficient Correlation: 

ASMINF-IFRS : -.052 

ASMINF-AIQ : .461 

ρ value 

IFRS : .007 

AIQ  : .000 

R Square 

.238 

Based on the data in the table, the structural equations (1) and structural equation (2) are as follows: 

Y = 0.220.X + ε1 ………………….   (1) 

Z = - 0.165.X + 0.498.Y + ε2……....  (2) 
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ε1 dan ε2 can be calculated using formula: 

 ε   =     

 ε1 =   

      =  0.976 

 ε2 =   

      =  0.873 

 

Figure 2 

Path Analysis Test Result 
 

 

  

 

 

 

 

4.3.1. Structural Equation 1 Test Result 

The average value for the variable quality of accounting information and IFRS respectively 49.547 and 0.500, 

while the standard deviation of each of 3.438 and 0.500. The standard error of the estimate for 3.298 (the unit 

used is the dependent variable, namely the quality of accounting information). It appears that the value of the 

standard error of the estimate is smaller than the standard deviation value of accounting information quality, 

which means regression model is better to act as a predictor of the quality of accounting information than the 

average quality of accounting information itself. F-significance value of 0.001 indicates that the IFRS as 

independent variables significantly influence the dependent variable quality of accounting information is proxied 

by the quality of accruals. A positive correlation coefficient of 0.220 indicates a weak correlation between the 

IFRS and the quality of accounting information. Marked positive correlation indicates that in the aftermath of the 

adoption of IFRS, there is an increase in residual value which indicates a decrease in the accrual quality (quality 

of accounting information). This result is contrary to the allegations of the original (Deng, 2013; Kao and Wei, 

2014; Chua, Cheong, and Gould, 2012; Adibah et al, 2013; Cormier, 2014; Horton, Serafeim, and Serafeim 

2010; Cascino and Gassen 2012; and Paglietti, 2009) 

 

4.3.2. Structural Equation 2 Test Result 

The average value for the variable asymmetry of information, the quality of accounting information and IFRS 

respectively 44.482, 49.487, and 0.505, while the standard deviation is respectively 37. 256, 33.17, and 0.501. 

The standard error of the estimate of  32.667 (the unit used is the dependent variable, namely the information 

asymmetry). It appears that the value of the standard error of the estimate is less than the value of the standard 

deviation of the asymmetry of information, which means regression model is better to act as a predictor of 

asymmetry of information than the average asymmetry of information itself. Significant value-F for 0.00 indicate 

that the regression model can be used as predictors of the dependent variable asymmetry of information. 

Correlation coefficient on the variable information asymmetry IFRS and information asymmetry variable to 

variable quality of accounting information of each negative and positive 0.052 and 0.462. The correlation 

coefficient shows a very weak relationship and a relationship that is strong enough. IFRS beta coefficient of -

0.165 while the quality of accounting information for 0.498. Negative mark on the correlation coefficient and 

beta coefficient IFRS variable indicates the trade-offs between IFRS and asymmetry of information. While the 

variable quality of accounting information and information asymmetry variable indicates a unidirectional 

relationship. Sig. t to the variable quality of the IFRS and accounting information respectively are 0.007 and 

0.000. Both values of <0.05, which means a second partial independent variables significantly influence the 

dependent variable. Judging from the correlation coefficient and beta coefficient, shows that the variable quality 

of accounting information have a stronger relationship with the variable information asymmetry than IFRS. 

 

 

 

Adopsi IFRS 

(X) 

Kualitas Informasi 

Akuntansi (Y) 

Asimetri Informasi 

(Z) 

0.220 0.498 

-0.165 

0.976 

0.873 
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4.3.3. Magnitude Effect of Direct and Indirect between IFRS Variable, Quality of Accounting 

Information and Information Asymmetry 

 

Coefficient beta showed the following results: 

a. The direct effect of IFRS variable to variable of  accounting information quality is equal to 0.220 or 

22%, while 78% is explained by other factors outside the model. 

b. The direct effect of IFRS variable to variable asymmetry of information is at 0.165. While the indirect 

effect (via variable  accounting information quality) is equal to 0.109, so that the total effect of IFRS 

variable to variable asymmetry of information is 0.274. 

c. Direct effect of  accounting information quality on asymmetry of information is 0.498, or 49.8%, which 

means that 50.2% explained by other factors outside the model. 

 

5. Conclusion and Recommendation 

5.1. Conclusion 

Wilcoxon signed rank test results showed that there was no significant difference between the quality of 

accounting information period before and after the full convergence of IFRS. Quality information quality is 

measured using the accrual quality. The results showed that full convergence of IFRS in Indonesia do not meet 

the expected results. No evidence that the adoption of IFRS has improved the quality of accounting information. 

This result is not in accordance with the allegations in the beginning. The error value in the period before full 

convergence is smaller than the error value after the period, showing the quality of accounting information 

before full convergence period is better than later. 

 

In addition  using modified Dechow and Dichev model  (2002) , the researcher also tested the quality of 

accounting information before and after the full convergence of IFRS period by Spearman’s rank correlation test 

(Barth, et.al., 2008; Lang et al, 2003) between the accrual by cash flow (accrual based earnings management). 

The test results showed that the negative correlation value before the adoption of IFRS is smaller than after the 

adoption of IFRS. This indicates that smoothing earnings after the adoption of IFRS are even greater than before 

the adoption of IFRS.  

 

Both results contradict the original allegations. Researcher presume it is caused by the use of principle base in 

IFRS, in which the base allows the management to do more judgment than the rule-based. which in this study 

used proxy for measuring the quality of accounting information are discretionary accrual and correlation 

between accrual and cash flow. Both of these models are the model that are often used to predict earnings 

management. 

 

Impact of IFRS convergence on the quality of accounting information and its influence on the asymmetry of 

information is done by using path analysis (path analysis). From the results of path analysis found that IFRS 

have a direct effect and exhibited significantly to the asymmetry of information with great influence -0165 or 

16.5%, while the indirect influence is equal to 0.109, or 10.9%, so that the total effect of IFRS on information 

asymmetry variable is 0.274, or 27.4%. The variable accounting information quality also direct and significant 

impact on information asymmetry, with great influence 0.498 or 49.8%. From the test results visible lines that 

quality of accounting information has a greater influence on the asymmetry of information compared to IFRS. 

Judging from the correlation coefficient,  IFRS has positive and weak correlation with the variable  accounting 

information quality, means that  and weak but negative correlated with the variable information asymmetry, 

while the variable of accounting information quality has a strong positive correlation with variable information 

asymmetry. The results support the results of research conducted by Kao and Wei (2014), Naranjo, Saavedra, 

and Verdi (2013), and Muller, Riedl and Sellhorn (2011). 

 

In addition the results of study  prove that the accounting information quality significantly affect the asymmetry 

of information has supported  by Bhattacharya, Desai, and Venkataraman (2013), Cerquira and Pereira (2014), 

Rahman, et.al. (2013) find that earnings management to lower information asymmetry, and Ferdousi, 

Shoorvarzy, and Sepehri (2012). 

 

Research results of the Capital Market Supervisory Agency and Financial Institution (2011) who in its research 

report, concluded that investors in Indonesia capital market has not been able to obtain sufficient information so 

that this can sometimes lead to errors pricing (mispricing), proving that in fact there are many things which 

needs to be addressed in the regulation of capital markets transactions in Indonesia. 
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5.2. Recommendation 

The results showed that the full convergence of IFRS  in Indonesia do not meet the expected results. No 

evidence that the convergence of IFRS has improved the quality of accounting information, and this result is not 

in accordance with the allegations in the beginning. Based on the results of the study, the researcher suggested 

that regulators and policy makers can re-evaluate the standards and rules that apply in order to increase the 

efficiency of the capital market in Indonesia. Regulators and policy makers must also ensure that the actors in the 

capital market have to comply with all standards and rules that have been set. 

 

This study also has various limitations. Among which the number of samples is determined with a tolerable error 

rate by 5%, and the time span is too short to examine the impact of the application of IFRS, which is only two 

years before and  after of the convergence of IFRS is fully effective. Based on the limitations, researcher suggest 

to studies after this, in order to minimize the level of tolerable error in the determination of the number of 

samples, as well as extending the time span (time horizon) of the unit of analysis being tested. 
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