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ABSTRACT 

IAI (The Indonesian Institute of Accountant) has implemented convergence process 
towards International Financial Reporting Standards (IFRS) since 2010 in a gradual manner 
and this process was expected to be completed in 2012. The objective of this study was to 
observe the difference in financial ratios, if any, during the process of change from the 
previous standard, Generally Accepted Accounting Principles (GAAP), towards IFRS in 

graphs and analyzed by statistic descriptive method. In addition, Wilcoxon signed-rank test 
was employed to statistically examine the difference between GAAP and IFRS financial ratios 
values. Objects for the study were 90 non-financial companies which are listed in Indonesia 
Stock Exchange (IDX) for the years of 2010 and 2011, which did not applied IFRS in the 
financial year of 2010 and have applied IFRS started from the financial year of 2011. Only 
financial report for the year of 2010 was used. The one published in 2011 represents GAAP 
financial report, and the one published in 2012 represents IFRS financial report. Investigated 
financial ratios were solvability, profitability, and liquidity ratios. The results showed that 
there exists a difference in liquidity ratio between GAAP and IFRS, while the differences in 
the other two ratios are immaterial and insignificant 
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INTRODUCTION 
Financial Report is a formal report containing financial information of a company 

which will later be used by the stakeholders to assess the company performance and make 
decision. Stating and reporting information in a financial report requires a standard 
procedure, failure to comply with which will be penalized, called the accounting standard 
(Riahi-Belkaoui 2004). Accounting standard is necessary to ensure uniformity in the financial 
reports among companies. A good accounting standard consists of comprehensive principles 
which are neutral, consistent, congruent, relevant, and reliable for investors, creditors and 
other parties to make decision about their capital allocation (SEC 2000, in Roberts, 
Weetman and Gordon 2005). 

In every country, formulation of accounting standard is always accompanied by 
laborious steps. In the US, for example, accounting standard was initially set by each 
management in the company on the consideration that it is the management who needs it 
the most. As the new era unfolds, the standard was then formulated by professionals in an 
association. The reasoning is that professionals are responsible for constructing and auditing 
financial reports. Finally, Financial Accounting Standards Board (FASB) was established in 
1973 and it later formed GAAP as the accounting standard in the US (Subramanyam and 
Wild 2009). 

In Indonesia, the history of accounting began in 1957 when an organization by the 
name of Ikatan Akuntan Indonesia (IAI)1 was established and served to regulate the 
accounting standard in Indonesia as well as to be a platform for accounting professionals in 
Indonesia. In 1973, for the first time, IAI carried out a codification of accounting principles 

Prinsip Akuntansi 
Indonesia 2. The standard made by IAI at that time adopted the American accounting 
standard (GAAP). Afterwards, in 1984, IAI performed a basic revision on PAI 1973 and later 

accounting principles to the business development. In 1994, IAI once again performed a 
total revision Standar Akuntansi Keuangan 
(SAK) per 1 Oktober 1994 3. Since 1994, IAI has been trying to harmonize its standard to the 
international accounting standard (IFRS). In the next stage, there was a progress from 
harmonization to adaptation. In 2008, IAI announced that it will adopt IFRS. From 2010, IAI 
had started to bring about convergence process in IFRS, where this process would be 
implemented gradually and was expected to be completed in 2012 (Badan Pengawas Pasar 
Modal 2010)4. Indonesia adopted IFRS because Indonesia is a part of International 
Federation of Accountants (IFAC) and thus, has to obey the Statement Membership 
Obligation (SMO) to use IFRS as the accounting standard. Other than that, IFRS convergence 
is a treaty established by the Indonesian government as a member of G20 Forum. Indeed, 
IFRS is yet to be adopted as one global accounting standard. However, it has been used by 
over 150 countries, including Japan, China, Canada and 27 countries in the European Union. 
At least 85 of those countries have imposed the requirement for their domestic or listed 

                                                           
1 IAI (Indonesian Institute of Accountant) is an organization of accountants with the duty to establish the standards for 
accounting system and accountant profession in Indonesia 
2 PAI (Indonesian Principles of Accounting) is a set of principles, procedures, methods, and techniques of accounting 
governing the construction of financial reports to outer parties. It adopts GAAP. 
3 SAK is Financial Accounting Standard in Indonesia. SAK per 1 October 1994, is a total revision of PAI. It still adopts GAAP. 
4 Badan Pengawas Pasar Modal or BAPEPAM (Supervisory Board for Capital Market and Financial Institution) is the 
equivalent of SEC in the US. BAPEPAM issues a decree concerning the construction of financial reports for all companies 
lited in IDX in 30 December 2010. 
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companies to use IFRS. Countries seeking investors from the European Union, Australia, 
Russia and several countries in the Middle East have no other option than to implement 
IFRS. 

There are several differences between GAAP and IFRS. The main difference is that 
GAAP is based on rules, while IFRS is based on principles meaning that it allows a space for 
interpretation. GAAP and IFRS adopt different approaches in determining a certain account 
value and how this value is acknowledged in financial reports and notes of financial reports. 
One example is in the measurement of inventory. Unlike GAAP which accepts FIFO, LIFO, 
and weighted average method, IFRS does not accept LIFO. Also, when inventory is recorded 
in the balance sheet, GAAP, requires that the inventory be reported in a lower value than 
the historical cost or market value (lower of cost or market). IFRS requires that the inventory 
be reported in a lower value than the historical cost or net realizable value (lower of cost or 
net realizable value). GAAP adheres to the historical cost principle whereas IFRS, besides 
adhering to historical cost principle, also acknowledges the fair value principle. Another 
difference can be found in the measurement of fixed asset (factory equipment property, 
factory property and equipment). After acknowledgement of fixed asset, GAAP and IFRS 
differ in their treatment on these assets. Based on IFRS, fixed asset value can be re-assessed 
if there is a higher fair value (revaluation); GAAP does not allow revaluation after 
acknowledgment. This difference will certainly manifest itself in the difference of account 
values in a financial report. 

According to Robinson, Munter and Grant (2003), investors assess a company 
performance based on its financial ratio. During transitional period of accounting standard 
in Indonesia, there is obviously a difference in the financial ratio, which may cause doubts in 
investors and creditors. For example: liquidity ratio value of ACES company for the financial 
year of 2010 which was published in 2011 is 7.82, while the value for the same financial year 
(2010) but published in 2012 is 6.29. The difference in the ratio values is due to the 
transition of accounting standard from GAAP to IFRS. The key issue here is whether or not 
the difference is material and statistically significant. 

The objective of this study was to find out if there is a difference in the financial ratio 
values during transitional period from GAAP to IFRS in the years of 2010 and 2011. This 

ratios directly, and Wilcoxon signed-rank test, to examine if the difference in the ratio 
values is statistically significant. The compared financial ratios this study were solvability 
ratio, profitability ratio, and liquidity ratio. There have been many studies comparing 
account values in financial reports due to the transition of accounting standard towards IFRS 
(Haverty 2006; Henry, Lin and Yang 2009; Liu 2009; Tsalavoutas and Evans 2010), but 
different results were reported. The facts that many accounts and ratios have not been 
compared as well as the lack of studies on the convergence of accounting standard in 
Indonesia from GAAP to IFRS motivated us to conduct this study. 

 
LITERATURE REVIEW 

IFRS emerged in 1973 from an organization named International Accounting Standard 
Committee (IASC). This organization set the standard based on requests from poor countries 
to help them set their own accounting standard. This organization later changes its name to 
an independent organization, namely International Accounting Standard Board (IASB) in 
2001. IASB is a private organization based in London, England. In line with the the progress 
in time, many multinational companies were established. The problem these companies 
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have is that each country has its own accounting standard which differs one from another. 
This gives rise to different financial reports in different countries. This necessitates the 
formulation of accounting standard which is accepted internationally. It is hoped for that 
this standard will be able to reduce cost, increase efficiency, and provide good information 
for investors (IFRS 2012). Up to date, IFRS has been adopted by over 150 countries, 
including Japan, China, Canada and 27 countries in the European Union. 

Indonesia is now in the process of convergence to IFRS. There are several differences 
between GAAP-based and IFRS-based accounting standards. The main difference is that 
GAAP is rule-based and IFRS is principle-based. In GAAP, all are regulated in detail such that 
every transaction in the company must be recorded according to the rules. These detailed 
rules are absent in the principle-based IFRS, and should problem occurs, the company can 
refer to the global principles as well as opinion from professionals. This difference stems 
from the different culture of the countries from which both the accounting standards are 
derived. According to Buchanan (2003), Americans favor everything complex such that 
GAAP is constructed in a way as detailed as possible, while IFRS, which was initially targeted 
for international community, is constructed towards more general principles.  

Several general differences between IFRS and GAAP were also recorded by Porter and 
Traficanti (1999) and Deloitte Touche Tohmatsu (2002) in Buchanan (2003): 

Several financial instruments are recorded as liability in IFRS but as equity in GAAP. 
IFRS standards of trading, available-for sale, held-to maturity can be incorporated into 

all financial instruments, whereas in GAAP, the standards can only be incorporated into 
securities. This will produce a difference in the assessment of several financial instruments. 

The distinction between sales and secured borrowing in GAAP is different from IFRS. 
As a result, asset transfer which is classified as sales in IAS 39 is not acknowledged in GAAP. 

Regarding pension fund, GAAP requires a company to record the fund according to the 
hereas such requirement is absent in IFRS. 

Comparative study of account values in a financial report has been carried out by 
Haverty (2006) on 14 companies in China which were registered in the US stock exchange 
for the financial year of 2002. China requires its companies to use the accounting standard 
which is mostly adopted from IFRS while US requires the companies which are listed in its 
stock exchange to adhere to GAAP. The study compared net income, net assets, return on 
net assets and earning per shar
show that more than ten companies have material differences in net income, net assets, 
return on net assets and earning per share between China IFRS and US GAAP. 

Henry, Lin and Yang (2009) conducted a study in the financial year of 2006 on 75 EU 
cross-listed companies. This study compared the account values in a financial report under 

linear regression was employed in the study. The results show that there is a significant 
change for Net Income and Shareholder Equity accounts in IFRS and GAAP. 

A comparative study was carried out by Liu (2009) on US-GAAP, IASB-IFRS and EU-
IFRS. The study investigated 30 foreign companies listed in the US stock exchange for the 
years 2004-2006. The sample consisted of 15 foreign companies which countries of origin 
use IASB-IFRS and 15 foreign companies which countries of origin use EU-IFRS. The study 
compared US-GAAP values wit
Comparability index to determine if the value change is material. Afterwards, the study 
statistically tested the  difference between 15 companies which 
countries adopt IASB-IFRS and 15 companies which countries adopt EU-IFRS. The results, as 
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indicated from the , show that there is a material change in the net 
income between those under US-GAAP and under both IFRS. Statistically, a significant 
difference in the Gra  exists in the net income between those under IASB-
IFRS and under EU-IFRS. This study also shows that there is no significant difference in the 
net asset.  

Another study by Tsalavoutas and Evans (2010) compared net profit, shareholder 
equity, gearing ratio and liquidity ratio of 238 financial reports from the companies in 
Greece for the financial period of 2006. For the same financial year, they compared the 

 order 
to determine whether or not the the change in the account values is material. Besides, they 
also conducted a difference test statistically (Wilcoxon test and chi-square test) for 
index values from companies with auditor big-4 with the values obtained from companies 
with auditor non big-4. They found that there is a material change in the gearing ratio and 
liquidity ratio values. Statistically, there exists a significant difference between 
values for gearing ratio in the financial report with auditor big-4 and the value in the 
financial report with auditor non big-4. 

GAAP and IFRS.  
This study was carried out in Indonesia and tested the financial ratios (solvability, 

profitability and liquidity ratio). We also used Wilcoxon signed-rank test to determine the 
difference between GAAP and IFRS financial ratios. 

All the studies reviewed here were carried out in different regions and their results are 
inconsistent. Indonesia has thus far based its financial standard to GAAP and therefore, the 
convergence to IFRS will impact the financial reports in the same way it affects other 
countries which have earlier converged to IFRS. The change in the account values will 
certainly influence the company performance, which is assessed from the financial ratios. 
Based on this consideration, the following hypotheses were made: 

H1:  The difference between GAAP solvability ratio and IFRS solvability ratio is 
statistically significant.  

H2:  The difference between GAAP profitability ratio and IFRS profitability ratio is 
statistically significant.  

H3:  The difference between GAAP liquidity ratio and IFRS liquidity ratio is 
statistically significant.  
 
METHOD 

This study excluded banking companies and other financial institutions to avoid 
inaccuracy in data analysis due to different classification of accounts in their financial 
reports and to avoid any influence of government regulation that subjects banks and other 
financial institutions to certain restrictions or requirements. The population in this study is 
non-financial companies in Indonesia. Purposive sampling technique was used to select the 
object of study.  

Ninety companies were selected based on sample selection criteria as follows: 
Non-financial companies which were listed in IDX and reported the financial reports 

continuously for the financial years of 2010 (publish in 2011) and 2011 (publish in 2012). 
Companies which did not adopt IFRS in 2010 and started to adopt it in their financial 

reports in 2011. 
Companies which have been audited with no-disclaimer opinion. 
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Companies with complete data associated with the ratios under study. 
The data for comparison were the financial ratios in the financial report in 2010 

published in 2011 termed as GAAP financial ratios  and the financial ratios in the financial 
report in 2010 published in 2012 termed as IFRS financial ratios. The financial report data 
was downloaded from www.idx.co.id in June 2012. Variables to be compared in this study 
were solvability ratio, liquidity ratio and profitability. Those ratios were chosen because they 
are generally used to assess company performance. In addition, the ratios not only calculate 
daily operations of a company but also reflect the whole value of the company, which 
further clarifies their importance to be studied. 

According to Robinson, Munter and Grant (2003), solvability is a ratio used to assess 
the ability of a company in fulfilling its long-term liabilities. This ratio also describes the 
ability of a company to support its investment in assets. This capital is derived from 
creditors and stock investments. Several ratios can be used to calculate solvability ratio. In 
this study, the solvability ratio was calculated as debt-to-equity ratio (DER), because the 
ratio reflects total liability and total equity, both of which have several differences if 
recorded using IFRS. The DER value was calculated from dividing total liability by total 
equity. 

Profitability measurement, according to Robinson, Munter and Grant (2003), depends 
on the income in that particular period as well as on the company investments. The 
profitability ratio in this study will be calculated using return on equity (ROE) because it has 
a difference if recorded using GAAP compared to using IFRS. The greater the ROE, the better 
it is for the owner. ROE can be measured by dividing the net profit by the average owner 
equity. 

Liquidity ratio is one of the key ratios used by analysts to measure company 
performance. In this study, liquidity is measured using current ratio. This is because in quick 
(acid-test) ratio, calculation on other assets such as inventory is excluded, so that it does not 
sufficiently reflect the actual company condition. In contrast, current ratio includes 
inventory and other assets in the calculation and thus, justifies its use in this study. Current 
ratio is calculated from dividing the current asset by the current liability. 

d from 

published in 1980 by Gray (Hellman 1993; Weetman, Jones, Adams and Gray 1998; Gray, 

been widely used in studies comparing account values in financial reports resulting from 
two different accounting standards (Hellman 1993; Weetman, Jones, Adams and Gray 1998; 
Haverty 2006; Gray, Linthicum and Street 2009; Liu 2009; Tsalavoutas and Evans 2010). 

-IFRS convergence on the variables is calculated using the following 
formulas: 

 
(1) 

  

GAAP is greater than IFRS. Value smaller than unity indicates that the financial ratio 
representing GAAP is smaller than IFRS. Meanwhile, value of unity means that the ratio 

5% or less from unity, the difference in financial ratio values between GAAP and IFRS is 
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considered immaterial. If the difference is 5-
finally, if the difference is more than 10%, the difference in financial ratio values between 
GAAP and IFRS is material (Tsalavoutas and Evans 2010). Central tendency in this study did 

value. The comparability index has some disadvantages when one financial ratio approaches 
zero as this may give rise to extreme values (Gray, Linthicum and Street 2009). In addition, 
as the data was not normally distributed (see Table 1), the mean value was not suitable to 
represent the whole sample data and thus the data is better represented by the median. 

 
Table 1. Normality Test 

 
Source: Output SPSS for Normality Test 

 

 
 

material difference in financial ratios under GAAP and IFRS, this study also used statistical 
method to examine the difference. We compared the financial ratios in the financial year of 
2010, which were published in 2011, to the financial ratios in the financial year of 2011, 
which were published in 2012. If the financial ratio data follows a normal distribution, 
paired-t test will be used, and Wilcoxon signed-rank test will be used if otherwise. The first 
step was to decide if the ratio values follow a normal distribution by using Kolmogorov-
Smirnov test. From Table 1, it can be seen that all the sig values were below 0.05 which 
means that the ratio data did not follow a normal distribution and thus, Wilcoxon signed-
rank test was used for this study. This test will check whether there is a difference in 
financial ratio values for the same sample under different treatments (GAAP and IFRS). This 
test examines the difference between two samples with the alpha error level of 5%. The 
characteristic of this test is to see the difference in value before and after treatment, for 
example, the difference between pre-test and post-test in a training. Wilcoxon test is a non-
parametric test so that the assumption of normal distribution is not necessary (Groebner et 
al. 2011). If the sig value from the test use SPSS is smaller than 0.05, there exists a 
difference between IFRS and GAAP, and the opposite is true otherwise.  

Financial Ratio Sig Value of Kolmogorov-Smirnov Test
Solvability Ratio GAAP 0.000
Solvability Ratio IFRS 0.000
Profitability Ratio GAAP 0.000
Profitability Ratio IFRS 0.000
Liquidity Ratio GAAP 0.000
Liquidity Ratio IFRS 0.000
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This test resembles paired-t test which is parametric test. The steps to do in this 
research are schematically described as follows (figure 1): 

Calculating the financial ratios in the financial year of 2010 which were published in 
2011. 

Calculating the financial ratios in the financial year of 2011 which were published in 
2012. 

difference to be material or immaterial. 
Testing statistically (Wilcoxon sign-rank test), analyzing any difference to be significant 

or insignificant.  
Making the whole analysis and concluding the results.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

Figure 1. Diagrammatic representation of the research workflow 
 

RESULTS AND DISCUSSION 

namely solvability ratio, profitability ratio, and liquidity ratio. As explained earlier, if the 
value is equal to unity, the ratio value before and after IFRS is the same. If the difference in 

between GAAP and IFRS is immaterial, if the difference is 5-10%, the difference is in the 
 the difference is more than 10%, the difference is material (Tsalavoutas 

and Evans 2010). 
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Solvability ratio value in this study used DER ratio. From 90 companies, there are 60 
companies (66.7%) having material differences in the solvability ratio values under GAAP 

immaterial differences in the values under GAAP and IFRS. Profitability ratio value in this 
study used ROE. From 90 companies, there were 78 companies (86.7%) with material 
differences in the profitability ratio values under GAAP and IFRS, 3 companies (3.3%) in the 

and IFRS. Liquidity ratio value in this study uses current ratio. From 90 companies, there 
were 61 companies (67.8%) with material differences in the current ratio values under GAAP 

immaterial differences in the values under GAAP and IFRS. The results above revealed that 
most of the ratios show material differences. Most of the changes in the financial ratio 
values after adopting IFRS were greater than 10% compared to the same values with GAAP. 
 
 

 
Figure 2. Proportio  

 

2, median, maximum, and minimum values are also given in Table 2. Median is a central 
tendency measure to represent 
sampled companies. Other central tendency measures, mean and mode, were not used. 
Mean was not used because the data did not follow a normal distribution (random) so that 
the whole sample values were 
weakness in that extreme values will appear when the difference is more than 100%. Mode 

determine a number which appears most frequently. As a result, median is deemed to be 

and minimum are necessary to define the range of the data. 
 

Table 2. Descriptive Statistics of Gray  
 n Minimum Q1 Median Q2 Maximum 



 89 Yogyakarta Economics and Business International Conference 2013 

Solvability Ratio 90 0.384 0.854 1.022 1.208 16.494 
Profitability Ratio 90 -24.148 0.83 1.124 1.318 4.864 
Liquidity Ratio 90 0.063 0.884 1.037 1.274 8.582 

 
Solvability ratio shows the ability of a company to fulfill or pay its long-term 

liabilities. In this study, solvability ratio was measured using total DER ratio. From Table 2, it 

f 0.384 and 16.494, respectively. As much as 25% of the 
-

index values between 0.854-1.208, and 25% with values between 0.854-16.494. A median of 
1.022 (larger than unity) shows that solvability ratio value using IFRS is smaller than that 
using GAAP. The median changed only to 2.2% from 1 so that it can be concluded that there 
is no material difference in the solvability ratio values between GAAP and IFRS for all 
samples.  

Profitability ratio measures the profitability of companies. In this study, it was 

-24.148 and 4.861, 
-24.148 and 

-1.318, and 25% with values 
between 1.318-4.861. A median of 1.124 (larger than unity) shows that profitability ratio 
value using IFRS is smaller than that using GAAP. The median changed to 12.4% from 1 so 
that it can be concluded that there is a material difference in the profitability ratio values 
between GAAP and IFRS for all samples.  

Liquidity ratio measures how liquid a company is in paying its short-term liabilities. In 

between 0.063- -1.274, 
and 25% with values between 1.274-8.582. A median of 1.037 (larger than unity) shows that 
liquidity ratio value using IFRS is smaller than that using GAAP The median changed only to 
3.7% from 1 so that it can be concluded that there is no material difference in the liquidity 
ratio values between GAAP and IFRS for all samples.  

Based on the median value, the financial ratio which has material difference between 
GAAP and IFRS is financial ratio (difference > 10%). The other ratios which are solvability 
ratio and liquidity ratio do not have material difference between GAAP and IFRS (difference 
< 5%). 

Table 3 shows the results of Wilcoxon signed-rank test, which is a non-parametric 
statistical test to determine the difference between the same samples under different 
treatment. In this study, the samples underwent two different treatments, namely financial 
reporting using GAAP and IFRS. 

The first hypothesis of this study was to test if the difference between GAAP 
solvability ratio and IFRS solvability ratio is statistically significant. From Table 3, it can be 
seen that the sig value for solvability ratio was greater than 0.05 (0.556) which means that 
there is no difference between GAAP and IFRS solvability ratios. Solvability ratio in this study 
used DER ratio. This result supports Weygandt, Kimmel and Kieso (2011) and Horrison et al. 
(2011), which claim that although in IFRS, the liability/debt uses the effective-interest 
method for amortization of bond discounts and premiums while GAAP enables the use of 
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straight-line method, the difference in the methods is not material, meaning that the 
difference is so little that the debt value does not change significantly. Both IFRS and GAAP 
use the same criteria to decide if equity method should be used, namely the significant 
effect with 20% stock ownership. The difference lies in the terms used by each method. 
GAAP uses equity investment, while IFRS uses associate investment to describe investment 
using equity method. Based on IFRS, both investor and associate company have to obey the 
same accounting policy in order to prepare financial information, and adjustments are made 
on the policy of the associate company to fill the i
absent in GAAP, but the accounting policy in companies in Indonesia tends to be the same. 
This is the cause of the insignificant change of equity value. Besides, because the 
convergence process toward IFRS just had been 
invest in IDX was not yet greatly increased and thus there was no significant equity change.  

The second hypothesis of this study was to test if the difference between GAAP 
profitability ratio and IFRS solvability ratio is statistically significant. From Table 3, it can be 
seen that the sig value for profitability ratio was smaller than 0.05 (0.044) which means that 
there is a difference between GAAP and IFRS profitability ratios in the companies listed in 
IDX. Profitability ratio was calculated using ROE, by dividing the net profit by the average 
owner equity. Although the equity value has not undergone significant change yet, change 
in income statement already occurred. Kontoyannis (2005) in Tsalavoutas and Evans (2010) 
expected that the transition to IFRS will lead to material changes in companies reported 
performance.  
 

Table 3. SPSS Output for Wilcoxon Signed-Rank Test 

 
               Source: SPSS Output for Wilcoxon Signed-Rank Test 
 

Solvability Ratio Profitability Ratio Liquidity Ratio
Significant 0.556 0.044 0.42
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The change to IFRS led to conservative accounting practices in Indonesia. In the 
transition perod of accounting standard from 2010 to 2011, the company management still 
needed to observe the situation which led to this conservatism and as a result the 
profitability in IFRS was smaller than in GAAP. The other reason why the companies listed in 
IDX undergo a change in profitability is the change in net profit that is affected by IAS 16, 
which governs the economic life of fixed asset. The change in economic life will affect the 
depreciation value of a company and causes the depreciation expense to change which in 
turn affects the change in net profit. Significant change in net income between GAAP and 
IFRS was reported by Haverty (2006), Henry, Lin and Yang (2009) and Liu (2009). 

The third hypothesis of this study was to test if the difference between GAAP liquidity 
ratio and IFRS liquidity ratio is statistically significant. From Table 3, it can be seen that the 
sig value for liquidity ratio was larger than 0.05 (0.42) which means that there is not a 
difference between GAAP and IFRS liquidity ratios. Current ratio is calculated from dividing 
current asset by current liabilities. As commonly known, current asset comprises cash 
inventory and receivable. For cash record, there is no difference between GAAP and IFRS. 
For inventory record, inventory costing in GAAP accepts FIFO, LIFO, and weighted average 
method, while IFRS does not accept LIFO. According to Budiman (2012), from 100 
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companies listed in IDX in the years of 2001-2010, it was found that 20 companies use FIFO 
method and the remaining 80 companies use weighted average methode with no 
companies using LIFO which is not used in IFRS. In addition, changing the method from FIFO 
to Weighted Average is uncommon to any company because year-to-year comparison of 
financial reports becomes not possible. Change can occur in the receivable due to the 
difference in recognizing receivable. IFRS and GAAP differin the criteria used to derecognize 
(generally through a sale or factoring) a receivable. IFRS is a combination of an approach 
focused on risks and rewards and loss of control. GAAP uses loss of control as the primary 
criterion. In addition, IFRS permits partial derecognition; GAAP does not. IFRS and GAAP 
allow differ in its impairment on receivable. IFRS performs impairment in two steps while 
GAAP does not regulate any impairment. Meanwhile, there is no significant difference for 
current liability between IFRS and GAAP. The sole difference lies in the placement position. 
The above explanation confirms this study in that the liquidity ratio value as assessed by the 
current ratio does not exhibit any difference under IFRS and GAAP. 

-rank test, which 
produced similar results, it was found that there is a difference GAAP profitability ratio and 
IFRS profitability ratio. There is no material and no significant difference for solvability ratio 
and liquidity ratio. 

 
CONCLUSION 

The objective of this study was to determine the difference in financial ratio values 
under two different standards, namely GAAP and IFRS, in particular to solvability, 
profitability, and liquidity ratios. This study was conducted on 90 companies listed in IDX. 
The results showed that there is a difference between GAAP profitability ratio and IFRS 
profitability ratio in the companies listed in IDX. There is no material and no significant 
difference for solvability ratio and liquidity ratio. The differences arise from the adjustments 
during the convergence process to IFRS. 

For company management, this study can be a standard to explain the resulting 
changes on financial ratios, such as solvability, liquidity, and profitability ratios. Company 
management can provide an explanation to the government, Stockholder General Meeting, 
creditors, or investors regarding the change in the company financial performance due to 
this convergence towards IFRS. For creditors, this study could serve as a preliminary warning 
about the change in company financial ratios. The change in financial ratios could be a 
factor to consider when a creditor needs to decide to give credits to a company. This finding 
may be a reference for creditors to analyze company financial ratios in the year of 
convergence to IFRS. For investors, this study can be a standard in decision-making for 
capital investments. One key consideration for investors before making investments is the 
company financial ratios, such as profitability. The results of this study may provide an 
explanation to investors when there are changes in the company financial ratios in the year 
of convergence to IFRS. 

This study was constrained by the limited observation period, so that the sample size 
was not sufficiently large and the number of used financial ratios is limited. Future work 
may add more financial ratios to be tested in order to explain IFRS convergence based on 
the change in every chapter of either IFRS or IAS and directions can be incorporated in the 
study hypotheses.  
 
 



 93 Yogyakarta Economics and Business International Conference 2013 

REFERENCES 
Badan Pengawas Pasar Modal., 2010. Keputusan ketua badan pengawas pasar modal dan 

lembaga keuangan, nomor: KEP-554/BL/2010. Available at: 
http://www.bapepam.go.id/pasar_modal/publikasi_pm/siaran_pers_pm/2010/pdf/Ke
p-554_BL_2010.pdf, accessed May 5, 2012. 

ing Harmonization: Developing a Single World 
Business Horizons, 46(3), 61-70. 

Budiman, F., 2012. Analisis faktor-faktor yang mempengaruhi pemilihan metode penilaian 
The 

analysis of various factors that affect the selection of inventory costing methods in the 
merchandising companies listed in Indonesian Stock Exchange], Unpublished Thesis. 
Undergraduate Programme. Jakarta: Universitas Kristen Atma Jaya. 

Gamayuni, R.R., 200
Jurnal Akuntansi dan Keuangan, 14(2), 

153-166.  
Gitman, L.J., eds., 2009. Principles of managerial finance. 12th ed. San Diego: Pearson 

Education, Inc. 

Income and Equity Converged Under IFRS? Evidence From European Companies Listed 
Accounting and Business Research, 39(5), 431-447. 

Groebner, D.F., P.W. Shannon, P.C. Fry, and K.D. Smith, eds., 2011. Business statistic. 8th ed. 
New Jersey: Pearson Education, Inc. 

Republic of China Companies Listed on the New York Stock E Journal of 
International Accounting, Auditing and Taxation, 15, 48-71. 

European Accounting Review, 3, 495-530. 
Horrison Jr, W.T., C.T., Horngren, C.W. Thomas, and T. Suwardy, eds., 2011. Financial 

accounting: International financial reporting standards. 8th ed. Singapore: Pearson 
Education, Inc. 

-U.S. GAAP Gap: IFRS to U.S. GAÁP Form 
20- Accounting Horizons, 23(2), 121-150. 

IFRS., 2012. Access the unaccompanied standards and their technical summaries. Available 
at:  http://www.ifrs.org/IFRSs/Pages/IFRS.aspx, accessed September 23, 2012. 

 US- International Review of 
Business Research Papers, 5(5), 76-84. 

Riahi-Belkaoui, A., eds., 2004. Accounting theory. 5th ed. London: International Thomson 
Computer Press. 

Robert, C., P. Weetman, and P. Gordon, eds., 2005. International financial reporting: A 
comparative approach. 3rd ed, Harlow England: Pearson Education. 

Robinson, T.R., P. Munter, and J. Grant, eds., 2003. Financial statement analysis: A global 
perspective. New Jersey: Pearson Education, Inc. 

Subramanyam, K.R., and J. Wild, eds., 2009. Financial statement analysis. 10th ed. New York: 
The Mcgraw-Hill Company, Inc. 

Managerial Auditing Journal, 25(8), 814-842. 



 94 Yogyakarta Economics and Business International Conference 2013 

Weetman, 
Accounting Standards: A Case of Increasing Disharmony in Relation to US GAAP and 

Accounting and Business Research, 28(3), 189-208. 
Weygandt, J.J., P.D. Kimmel, and D.E. Kieso, eds., 2011. Financial accounting: IFRS edition. 1st 

ed. New Jersey: John Wiley and Sons, Inc.  
 

  


