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5 " Are We Walking Hand in Hand?

5 Z The Case of AEC: Accounting Harmonization in
3 LQ ) Measurement Practice

%“%a,g N. Likitwongkajon

Abstract— This study examines the degree of harmonization of accounting measurement practices. The data is elicited
from the financial year 2009 annual reports of 150 sample listed companies in five ASEAN countries, including
Indonesia, Malaysia, Philippines, Sngapore and Thailand. The degree of harmonization is measured using the | index
and between-country comparability index (C,). The results show that the values of the indices are relatively high in the
areas of valuation of inventory, valuation of property, plant and equipment and depreciation method. In contrast, the
lower values of the indices indicate a lower level of harmonization in the areas of inventory costing.

Keywords— Accounting harmonization, AEC..

greater international harmonization, is less
1. INTRODUCTION heterogeneous environmental factors within a reaion
boundary. If regional harmonization is achieved,

Economic integration of countries in the Same jyarmational harmonization would be much easier to

geographical region has increasing roles in re@ 5. omnjish [5]. Prior accounting harmonization &ad

their sustainable economic grovvth. In order to mla_et mainly concentrates on developed countries or the
goal, members of the same region economic a”'ance%uropean Union (EU) countries [6]-[8]

am to.ellmmate extant trade barriers among thenhrey ASEAN accounting harmonization research appears to
countries. The alliances have emphasized on thgyg jiye [9]-[11]. ASEAN have different environmeim
harmonization of fiscal, business, and financidaigies terms of the economic, political, culture and stie
[1]. As an increasing amount of goods, service andygeaN must promoté consis:cency in accounting

capital ﬂ(_)W acrors15 dorrr]lestlc bor_de_r in rfegmnzﬂrmrmc . practices, in order to facilitate ASEAN financiaport
community. Such as the Association of Southeastisi  sers 1o understand and compare financial reportss

Nations (ASEAN), ASEAN Economic Community o, nries. The purpose of this study is to exanire

(AEC) allows f(;ee ﬂO\l’VS for goods, ?Derwce, ca_pltalb degree of harmonization of accounting practicesh wit
investment, and people among member countries DY, iicylar focus on measurement practices of listed

enacting lenient policies, supporting fund trarsfand o hanies in AEC context. The samples are retrieved
reducing tariff tax within ASEAN [2]. The total amnt ¢, 150 annual reports of listed companies in five

of Foreign Direct Investment (FDI) flow among ASEAN (o \~der  countries  of ASEAN, namely Indonesia,
countries was 10,461 million dollars in 2008, 21fthe Malaysia, Philippines, Singapore and Thailand. he t

total FODI, increased from 2007 with 9,682 millioalldrs five pioneers has joined in ASEANor 43 years though
as 1_3A’ of the total FDI [3]. From target as AECpant_ the second group has already joined in ASEAN for 11
of investments from abroad within ASEAN will 13 15 and 26 years. If the first group is achiewed
prollfera_\tlon many nqmber of trade transaction and accomplish regional harmonization, the second group
mternatlonal_b_usmess in the future._ would be easier to adopt the accounting regulations
From decision making perspective, Investors would g study provides academic and practical

Iikedto direct their caplitzz)l ItIO thhe mostdefficie:hslk contributions. First, the findings add to the catrbody
productive companies globally. They need to undedst ¢ 5.0qunting harmonization literature by gainingren

accls untmlgI] |_nfformat(|jor;l from_other r(‘jne.mber.cour(;tfm_s_ understanding of corporate accounting practicesomth
make well informed financing and Investing decision gaqt Asia. Second, the study documents empirical
across domestic borders [4, p.2]. Social envirortmen g iqence of evolving accounting practices in AEC.

influences accounting, so the variation of coursry’ Third, the results of the study provide insight for

accounting rt_egulat_|ons_and practices  results theaccounting professional and regulators to deterrttiee
differences in financial statements [4,

2 . : p.3_]. current status of accounting harmonization in AEC.
_Harmonlzatlon of accounting practices among coestri Therefore, ASEAN commissioners can determine the
improves the comparability of financial statemerds, — gytent of discrepancies to formulate guidelines for

making them more useful to understand and interpret; e menting accounting harmonization. In additite
Regional harmonization of accounting, a step toward
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results could be used as a comparative model telaiev

accounting standards for other economic groupghero

world regions, such as, South America, South Asid a
Africa.

(IAS) from the difference of culture.

Legal system is another important factor relating t
accounting practices. Reference [15] discussed a
relationship between the accounting system andative

The remainder of this paper is organized as follows system. The legal system is divided into two systas
The second section presents the prior research an@ommon law and Codified Roman law. In Common law

review of literature. The third section discussesearch
methodology, including data selection and statstic
analysis and section four provides an analysishef t
results by measurement practice. Finally, the Bthtion
concludes with a summary of the findings, limitaso
and possibilities for future research.

2. PRIOR RESEARCH AND REVIEW OF
LITERATURE
Accounting Diversity and Its Antecedents

The variation of country’s accounting regulatioms a
practices results the accounting diversity. Mugl€d76)

countries, the accounting law is flexible. That tke
accounting law provides more like framework which
allows accountants to exercise their own judgmeérts.
details of how the performance and presentation of
financial reporting will be determined by the pregmnal
institutions of accounting that are independent of
government [24, p.28], [25, p.32]. Examples of
developed countries which are using the Common law
legal system are lIreland, the United States, Canada
Australia and New Zealand [24, p.28].

In countries using the Codified Roman law, the
accounting will be set out in legislation such las Code
of Commerce. In general, the law is defined astailee

discussed the impact of the environment on thepresentation on financial reporting and accounting

formulation of accounting practices in a country.

methods to be used in the preparation of financial

Conditions that can shape the accounting practicegeporting and this policy was not changed frequef2,

include culture, economy, society and political tsys

p.28], [25, p.32]. France, ltaly, Germany, Spaihe t

(see also [12]). Research has adopted and supportedetherlands, Portugal and Japan are examples of the

Muller's conceptualization. Consistently, Referefit8]
suggested that environmental factors are relatethdo
accounting system. Reference [14] proposed

countries using the Codified Roman law [24, p.28].
Reference [14] argued that the different politiegstems

thatwould cause the different accounting practicesitial

environmental factor affecting the development of system is defined in terms of power of governmert a

accounting in each country. Reference [15] propdbked
factors affecting the accounting by dividing vatealof

the culture from Gray whose variables culture didd
into four groups plus a variety of six other fastor

the authority in the country. It is indicative the
significant relationship between the political gystand
accounting system in the country.

Source of capital funding is another factor atttiiog!

Research revealed environmental factors affect theo the characteristics of accounting systems. @kpit
development of national accounting, such as culturemarket is considered a funding source for domestic

[15]-[18], the type of legal system [15], the typd
political system [19], the type of capital mark20] and
colonial [21].

Culture is a factor affecting the accounting witltie
country. Prior studies have examined the relatippnsh
between culture and accounting practices and faobatl
country with different culture has different kindf o
accounting practices [15]-[18]. Hofstede (1985)imizd
culture as “the collective programming of mind whic

companies which want to expand their business by
offering shares to public. Reference [26] commertived

the accounting practices in countries which havenst
domestic capital markets are different from those i
countries which mostly depend on funding from ficiah
institutions. Reference [20] commented that growth
capital markets also influences the development of
accounting disclosure. In countries with large tapi
markets, companies would have a higher level of

distinguishes the members of one human group fromdisclosure. On the other hand, in countries witatiee
another.” such as language, race, religion, customssmall capital markets, companies would have a lower

social roles and attitudes of people in societye (akso
[16]-[17]). The association between

level of disclosure.

culture and From the historical perspective, in the colonia,ehe

accounting has been discussed widely [16]. Referenc United Kingdom and France had spread their natafns

[16] extended the Hofstede’s cluster of culturetplain
the relationship between the characteristics diiocaland

their accounting system to various countries arotined
world. Now the British accounting still exists in

accounting called the Hofstede-Gray Model. Refegenc Australia and New Zealand. The French accounting is

[16] further explicated four characteristics of agnting

appeared in its former colonies in East Africa. Thach

Several researchers have studied the relationshigccounting was transferred to countries that usdukta

between cultures with the accounting in variousirsgs.
Reference [22] have identified the impact of Islaature
on accounting in Islam countries. Reference [23]eha
identified the impact of the languages the accognti
disclosure. Reference [17] has identified the ierfice of
culture on the financial reporting of the Uniteci®s and

colony of the Netherlands. The accounting systertén
United States colony is influenced by the U.S.
accounting systems as well. Being the former cel®woif
foreign countries would contribute to the similgrénd
dissimilarity of accounting systems of those coiastr
[4], [0, p.8], [25, p.34]. The British accountingas

the Netherlands. Reference [18] have identified thetransferred to developing countries in the ASEAbioa

differences in accounting standards by comparint wi
the countries using International Accounting Stadda
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the isomorphism of accounting system within the EU, practices among countries improves the compargluifit
NAFTA and ASEAN has been observed and financial statements. Regional harmonization of
documented. For instance, the U.S. accounting syste accounting is a major means to achieve uniting nezmb
has been adopted by Canada, Mexico, and Isradlldl], countries as a single common market.
p.8], [25, p.34]. Harmonization has been defined in several ways.
Reference [8]define it as “the similarity in theduency
of accounting policy choices across countries” asd
Region Economic integration of countries in the sam “the extent of concentration around a particular
geographical has increasing roles in reinforcingirth accounting policy choice”. Reference [26] defines a
sustainable economic growth. One of the strongadet “the process of increasing the consistency and
unions in the world is the European Union (EU) RU, comparability of accounts in order to remove theibes
an international economic group in Europe, has beerto the international movement of capital and exgieaof
founded since 1950 with six member countries iniclgd  information by reducing the differences in accouomgti
Belgium, France, Germany, Luxembourg, Italy, anel th and company law”. Reference [4, p.36] define a “th
Netherlands [27]. Currently, EU has 27 member process aimed at enhancing the comparability of
countries [28]. Total value of Gross Domestic Paidu financial statements produce in different accowntin
(GDP) from EU countries was 16.4 trillion dollans i regulations”. For the purpose of this study,
2009 (28.3% of the world), which is the top regiona harmonization is the similarity in the frequency of
economic groups of the world [29]. Canada, the &thit accounting policy choices across countries [8].
States and Mexico has established the Free Trada Ar  Specifically, accounting harmonization is classifie
since 1994, called North American Free Trade into 2 categories, de jure and de factor harmoioizat
Agreement (NAFTA). The purpose of NAFTA is to First, de jure harmonization (or Formal harmonizaliis
reduce barriers for trade and investment among reemb considered the consistency of accounting regulétian
countries by decreasing the import and export tax,has been in force at that time. Second, de facto
liberating the movement of funds among memberharmonization (or Material harmonization) is the
countries [30]. consistency in accounting practice with focus on
In the Southeast Asian Region, the Association offinancial reporting [33]-[34]. Reference [1] examithe
Southeast Asian Nations (ASEAN) has been estalllishe de jure harmonization for adoption of International
since 1967 by five countries namely Indonesia, Msik Financial Reporting Standard (IFRS) in Latin Amaric
Philippines, Singapore and Thailand. Currently, ASE  region. Reference [12] examine the de jure
has ten member countries [31]. The ASEAN countriesharmonization for adoption of IFRS in South Asia
represent a significant emerging economic grough wi  Pacific region: include Papua New Guinea, Fiji,
total population of 573 million (8.6% of the worldhd a  Australia and New Zealand. De jure harmonization is
combined GDP almost 1.5 trillion dollars (2.5% bkt supported by international accounting professional
world) in 2008 [29]. ASEAN has extended negotiasion institute via IFRS so accounting harmonization dthou
to other countries in Asia. Important negotiati@ms as  concentrate on accounting practice. The occurrehee
follows. ASEAN+3 includes ASEAN countries, China, de jure harmonization among countries does not mean
Japan and Republic of Korea. ASEAN+6 includes that de facto harmonization will occur among those
ASEAN + 3, Australia, India and New Zealand. countries [33]-[34].
ASEAN+6 bundles with a population 3,240 million  Many researchers [6], [8], [33], [35]-[36] meastihe
(48.6% of the world) and a combined GDP almost 13.9degree of accounting harmonization. Reference [33]
trillion dollars (23.6% of the world) in 2008 repent a  compares the degree of material measurement
big economic group [32]. ASEAN+6 free trade market harmonization among the United Kingdom, the
viewed as a potential emerging economic group & th Netherlands and the United States by statistic oteth
world trade. The researcher takes a measure accounting
One important goal of ASEAN is to aggregate harmonization within country by H index (Herfindahl
economic groups in the region called the ASEAN index) and between countries by | index. The indexe
Economic Community (AEC) in 2015. According to the ranges from 0 (no harmony) to 1 (all companies gisin
AEC Blueprint, four characteristics of AEC to be the same method). Van de Tas index is the widely-
achieved are (1) to be a single market and proolucti accepted for measuring the degree of harmonization.
base, (2) to be a highly competitive economic neg(8) Reference [7] study accounting harmonization pcasti
to be a region of equitable economic developmemd, a based on 1991 annual reports from 413 large corapani
(4) to be a region fully integrated into the global in five countries namely Germany, France, the White
economy. These four characteristics are interedland  Kingdom, Japan and the United States. The degree of
mutually reinforcing [2]. From target as AEC, numioé harmonization is measured using | index. The figdin
trade transaction and international business withinreveal significant differences in the measuremeht o

Regional Economic I ntegration

ASEAN will be expanding in the future. accounting for inventory, fixed assets and investme
A ting H iati Prior harmonization research has concentrated en th
ccounting Harmonization EU financial reporting [6], [8], [33], [34], [36].

Environment influences accounting, so the variawdn  Reference [6] examined the accounting harmonizaifon
country’s accounting regulations and practicesltesbe =~ measurement practices in three European Community
accounting diversity. Harmonization of accounting (EC) countries, namely France, Germany and the UK,
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based on 1989 annual reports from 26 large industri actual disclosure levels among five countries beeaf
companies located in each of the three countriaedIH the national environment difference.

indexes were used as a measure of the degree of

harmonization. They reported relatively low | index 3. RESEARCH METHODOLOGY

indicating significant differences in the measurame
practices of inventory valuation, depreciation,eaesh
and development costs, goodwill, fixed asset vanat

and extraordinary items. f Philippines (PH), Singapore (SG) and Thailand (&)

Similarly, Reference [8] examined the degree o 4 ;
harmonization of accounting measurement prf';l(:ticeswe'I as among those five countries of AEC. The suefa

among eight EC Countries, namely Belgium, Denmark,measurements harmoni_zatio_n of interest are examined
France, Germany, Ireland, the Netherlands, Portagel two measurement practices includes property, PE_‘"“‘
the United Kingdom. Their study is based on 1992/93auipment and inventory. The categories of altereat_
annual reports from 217 large companies. The degfree accounting methods are based on the actual wording
harmonization is measured using | index and H index contained in the company annual reports.
Their results show a high degree of harmonizatiothe Data selection
areas of inventory valuation and foreign currency
translation of assets and liabilities, treatment of
translation differences, and a low level of harmatibn
in the areas of fixed asset valuation, depreciation
goodwill, research and development costs, inventory
costing and foreign currency translation of revenaerd
expenses.

Reference [36] examined accounting harmonization o
consolidated goodwill and deferred taxation in €&

This study focuses on material harmonization (a¢ofia
which measures corporate accounting practices ¢h ea
country, namely Indonesia (ID), Malaysia (MY),

The data are collected from annual reports availabl
during fiscal year 2008/09. The sample embodies 150
annual reports from Indonesia, Malaysia, Philippine
Singapore and Thailand. Thirty listed companiesewer
randomly selected from each main national stock
exchange.

f The annual reports are obtained from the Indonesia
Stock Exchange (http://www.idx.co.id) [36], the Bar

countries, namely Belgium, France, Germany, Ireland Malaysia Berhad (http://www.klse.com.my) [37], the

the Netherlands, Sweden, Switzerland and the Unitedbhhi“pp"?e Stock Exchanr?e (http://wv(\j/w.pshe.com.pa}[S__
Kingdom. Their study is based on 1986/87 and 1900/9 €  Singapore  Exchange and ~the  Securities

annual reports from 89 companies which influencgd b (http://www.sgx.cqm) [39], and Thai Securities and
internatioﬁal factors. The de%ree of harmonizatimi Exchange Commission (http://www.sec.or.th) [40].eTh

measured using within-country comparability index f sample represents 14, 4, 12, 4 and 6 percent dbtag

measuring harmonization within country and between-lés,‘ted compa(rjnesh '.? Igdonesm,. I\/IIaIayS|a, Philippine
country comparability index for between countri€keir ingapore and Thailand, respectively.
results showed a low level of harmonization in ®veas  Measurement of Variables

of consolidated goodwill and deferred taxation and . . -
little progress of harmonization between 1986/8# an |© Measure degree of national accounting harmaoizat
1990/91. the Herfindahl (H) index by Van der Tas (1988) and

within-country comparability indexQ,) by Archer et al

(1995) are used. For the measurement degree afagi

accounting harmonization is using the | index byr\der
gTas (1988) and between-country comparability index
(Cy) by Archer et al (1995).

The general formula of the H index by Van der Tas
(1988) is as follows:

A few prior studies investigated harmonization in
Asia. Reference [5] examine the extent of harmdiuna
of selected accounting measurement practices eethr
countries of South Asia, namely India, Pakistan an
Bangladesh. The study is based on 1997/8 annuattrep
from 566 non-financial companies. The degree of
harmonization is measured using | index and matlifie
index. Their study show a relatively higher degode
harmonization in the areas of property, plant and
equipment, foreign currency translation and lorrgate  where:
investme_nt, and a Iowerl Ie\_/el of harmolnization fe t H = the Herfindahl index
areas of inventory, amortization of goodwill anddes.

Reference [9] examined corporate annual report P = the relative frequency of accounting method
disclosure practices both de jure harmonization ded
facto harmonization among five ASEAN countries,
namely Indonesia, Malaysia, the Philippines, Simgep The general formula of | index by Van der Tas (1988
and Thailand. The sample was based on 1993 annual o< follows:
reports from 145 public companies listed on ASEAN
stock exchanges. The degree of harmonization was ;om y 1/(m—1]
measured using disclosure index. This result showed I= ( Z':ﬁi XK X f™)
high degree of de jure disclosure harmony in ASEAN L& ' s )
since International Accounting Standard Committee
(IASC) has sanctioned accounting standard settingwhere:
processes on national accounting standards. Thily stu | = thel index
found distinction de facto, a significant variation

H=1L. p @

the number of alternative accounting methods
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f, = the relative frequency of accounting method methods are reported in Table 1.
countrym

m = the number of countries. Table 1. Valuation Practices of PPE
n = the number of alternative accounting methods
Method: ID MY PH SC TH | Total
The general formula of th€,, index by Archer et al.
(5, 5, (ayj-10) Other 0 5 0 3 4 12
o= (3)
[E; (Hpal¥ism 1)) Total 30 30 30 30 30 15(
where: Hindex | 1.0000] 0.7222 1.0000 0.8200 0.7689
Cy = the within-country comparability index ,
) ber of o o Cuindex |100.00| 71.26%100.00| 81.38| 76.09
X = the number of companies in couritysing . _
accounting methof lindex = 0.8979,
i = 0, 2— - =
X+ = the total number of companies in all countries Cyindex= 84.04% y'= 9.6, p-value =0.048

using methog
J g From Table 1, the cost model is the most popular

The general formula of the, index by Archer et al. method for the valuation of property, plant and

(1995) is as follows: equipment in all five countries (92 %), while a iied
number of companies use the revaluation model (4 %)
(T Zj o -x;m) The cost model is the majority method used in |resdm
e A — (4) (100 %), Malaysia (83 %), Philippines (100 %),
o Singapore (90 %) and Thailand (87 %). The
where: measurement  degree  of national accounting
C, = the between-country comparability index harmonization is relatively high in Indonesia and

o ) ~ Philippines. The | index value of 0.8979 suggelséd &in
Xij = the number of companies in all countries using g9 79 per cent level of harmony exists among the fi
method countries on the issue of the valuation of propeptgint
X+ = the total number of companies across countries and equipment. The | index produce similar reswits
the C, index, which presents a higher level of harmony
The values of the H, the I, the, @nd the G indices  Of the valuation of property, plant and equipmditte ;*
range from O (indicating no harmony, with an inini  statistic is significant, which indicates that thers
number of alternative methods all with the same significant difference in the use of valuation nuth
frequency) to 1 or 100% (a” app|y the same acdngnt among the five South East Asia countries. After
method)_ The Chi-squarele tests are emp|0yed to excluding Indonesia and Phlllpplnes, tjefestatistic is
assess whether the pattern of measurement pradtices insignificant ¢*= 0.57, p-value = 0.749), which indicates

significantly different across the five AEC Couesi that there is no significant difference in the use
valuation methods among Malaysia, Singapore and

4. RESULTS Thailand.

Valuation of Property, Plant and Equipment Depreciation of Property, Plant and Equipment

International Accounting Standard Number 16 (IAg 16 !AS 16 prescribes guidance on depreciation for ertyp

property, plant and equipment, amended effectiv@920 Plant, and equipment. The standard requires that

prescribes that property, plant and equipment shoul companies should allocate the depreciable amount of

initially be recorded at cost. Cost would includs i Property, plant, and equipment on a systematicstmsir

original purchase price, costs of site preparatimtivery ~ its useful life. The companies should apply defztiwn

and handling, installation, related professionaisfédor ~ method which reflects the pattern of consumption of

architects and engineers and the estimated cost ofconomic benefits and should review at least afyual

dismantling and removing the asset and restoriagsite ~ [42]. The depreciation practices of property, pland

[42]. gquipment methods are investigated, which are tegor
For subsequent measurement, IAS 16 permits twoln Table 2.

accounting models for after initial recognition lunting

cost model and revaluation model. According todbst

model, property, plant and equipment is presentetst

less accumulated depreciation and impairment. Uthaer

revaluation model, property, plant and equipment is

presented at a revalued amount less subsequent

accumulated depreciation and impairment [42]. The

valuation practices of property, plant and equipimen
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Table 2. Depreciation of PPE Form Table 3, the lower of cost or net realizaldtug
(NRV) is the only method adopted in all five coursr
Method: ID MY PH SG TH | Total (100 %). All of companies in the five South EastiaAs

countries apply the same accounting method. Thddx
Straight | 57 30 30 29 30 | 146 for the inventory valuation is absolutely high @0

' which similarly suggests the highest level of hansno
Other 3 0 0 0 0 3 The results for th&€, index (100 %) are consistent with
to the index value.

Total 30 30 30 29 30 149

I nventory Costing Methods
Hindex | 0.82 | 1.0000 1.0000 1.0000 1.0000

IAS 2 prescribes measurement of inventories. The
Cyindex | 81.38 | 100.00 100.00 100.00 100/00 standard permits companies to adopt four inventory
i _ costing method includes: the standard cost andl reta
index = 0.9740, . ; L

methods, the specific cost, the first-in first-d&tiFO)
Cyindex = 95.98% "= 12.14 , p-value = 0.016 and the weighted average costs. The standard adst a
retail methods may be used for the measurement of

Form Table 2, the straight-line depreciation is rfn&st inventories which the results approximate actuadt.co
popular (98 %) method in all five countries, whildess  The inventory cost should be determined on a sigecif
number (2 %) of companies uses other methods. Theost for no interchangeable goods. For inventoeyng
straight-line depreciation is the majority method i that are interchangeable, IAS 2 allows the FIFO or
Indonesia (90 %), Malaysia (100 %), PhilippinesQ10 weighted average cost methods. The last-in first-ou
%), Singapore (100 %) and Thailand (100 %). Only 3 (LIFO) methods is not under IAS 2. [43]. The invanyt
companies in Indonesia adopted a combination of thecosting methods are investigated, which are regdarte
straight line and the reducing balance methods. Table 4.
The measurement degree of national accounting

harmonization is absolutely high in Malaysia, Table 4. Inventory Costing Method
Philippines, Singapore and Thailand. The | index
(0.9740) shows that the harmony level is 97.40ceet, Method: | ID MY PH e TH | Total
the results suggest a higher level of harmony wit
depreciation of property, plant and equipment pcast  |specific 5 3 0 0 2 10
in these countries. Th€, index (95.98 %) produce
similar results with the | index. The® statistic is |FIFO 3 10 0 8 3 24
significant (12.14), which indicates that there as

significant difference in the use of depreciatioatnods ~ Average 8 10 2 11 10 41
in the five South Ea_st _A3|a countrles_(p vaIue_@S_())_.. Other 4 7 5 5 3 18
The use of depreciation methods is not significan

difference among Malaysia, Philippines, Singapand a [rotal 20 30 3 21 18 52
Thailand.

Hindex | 0.285Q 0.2985| 0.3469| 0.4286| 0.3765

I nventory Valuation

Cyindex | 24.74| 27.25 23.81 40.00 33.99

IAS 2 Inventories, revised effective 2005, presesilthat
inventories required being valued at the lowerastt@nd I index = 0.3382,

net realizable value (NRV) [43]. The investigatetl 0 | ¢ index=30.27%;y2 = 24.08, p-value = 0.0200
inventory valuation method are reported in Table 3.

Form Table 4, the average method includes weighted
average, moving average and average methods. The
average method is the most popular method (44 %l in
Method: D | MY | PH | SC | TH |Total five countries following by the FIFO method (27 %).
Lower of The average method is still popular in Indonesia %),
cost or 21 29 19 22 24 115 Malaysia (36 %), Singapore (52 %) and Thailand%@6
The measurement degree of national accounting
Other 0 0 0 0 0 0 harmonization is low in all five countries. Thentdiex for
the inventory valuation is comparatively low (0.336

Table 3. Inventory Valuation Practices

Total 21 29 19 22 24 115 . L
which similarly suggests a low level of harmony.eTh
Hindex | 1.0000| 1.0000 1.0000 1.0000 1.0Q00 results for theC, index (30.27 %) are also similar to the |
index value. The? statistic (24.08) supports the position
Cyindex | 100.00| 100.09 100.00 100.00 100400 that there are significant differences in the irtoen
| index = 1.0000, costing methods among companies in the five Soa#t E

Asia countries.

Cyindex = 100.00%
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5. CONCLUSION International Accounting Standard Committee (IASC)
sanctioned. The study found distinction de facto, a
significant variation in actual disclosure levelschuse

of the national environment difference. Until nokist
study shows a high degree of de facto harmony i€ AE
countries. Environmental factors knowingly influenc

The purpose of this study is to examine accounéing

reporting practices in five AEC countries, namely
Indonesia, Malaysia, Philippines, Singapore and
Thailand, with reference to the harmonization of

property, plant and ~ equipment and _inventory adoption of accounting treatments across AEC castr

TSeOasHé(ta;\jencto%rag::iceis,. ;—r?r?u;at?e vzl)?trse ;:c?rlletchtgd fég?%o the variation of accounting regulations and fzes
P P Yeali, each AEC countries results in the differences in

2009/10 including 30 companies randomly selectethfr . - : -
i . ) financial statements. Surprisingly, accounting Bitg
each country. This study used | index angdi@lex to . L . .
. . . in AEC countries is low relatively to the evidermfethe
examine the differences for measuring the harmewgl| : o :
) - high degrees of harmonization from prior research.
across countries. The study also ugédstatistics to . T L .
. S . L Regional harmonization in AEC countries is achieved
examine whether significant differences exist ire th .
measurement of accountin ractices across AECb ecause most of AEC companies use the same
countries. A summary of the Igin(?ex theiadex and accounting measurement method. For investment
’ Y - (N6 decision making perspective, a high degree of

statistics with associated significance levels iigeig in harmonization of accounting practices among AEC

Table 5. countries improves the comparability of financial
Table 5. Summary statements, as financial statements become mofal use
to understand and interpret. Investors can undwafsta
Measurement Practices | | Cyoindex | ¥ accounting information from other member countiies
order to make well informed financing and investing
1 PPE 08979 8504% 960"  gecision across domestic borders. The resultsudnjec
> Depreciation methods 09740 9598% 12.14+ to limitations. First, the results of this study drased on
small sample size. The second is the limitationghef
3 Inventory valuation 1.0000 100.00% indices. This study investigates by two measurement
practice across five AEC countries. Further redearc
4 Inventory costing method  0.33§2  30.27% 24.908* should extent to investigate the degree of harnatioiz

measurement practices. The future study may conside
the degree of harmonization to cover ten member
countries in AEC.

*Significant at 0.05 levels.
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