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This study examines whether mandatory adoption of IFRS, by Indonesia
companies is associated with lower earnings management. Indonesia began mandatory to
IFRS in 2011. Thus, we will compare the impact to earnings management before and
after the mandatory of IFRS. In addition, the impact of the mandatory of IFRS may have
influence the accounting quality. Earnings management is one of the measurements. In
this study, the earnings management will analyze from the accrual based and real
transaction based in aggregate level and individual level. Our studies will use the method
of binary logistic with SPSS program to see the relationship and the impact through
models.

Data used in this study are companies, which have been listed by IDX (Indonesia
Stock Exchange). Based on the final sample of 128 Indonesia listed companies to the
period of 2006-2011, our results show that the mandatory adoption of IFRS is not
associated with the reduction in the earnings management level both in the accrual based
earnings management and the real transaction based earnings management. Our study is
unable to find the significance impact through the related variables. The sensitivity
analysis that has been done confirmed the model result which has no significance effect.
Thus, the mandatory of IFRS in Indonesia has not functioned effectively because the
purpose and impact that expected by the international standard has not been seen yet.
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