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This study is aimed to determine the effect of constraint and preparedness factor in the implementation of International Financial Reporting Standard (IFRS). IFRS now is very important for organization in several ways i.e., internationalization, and help the institution dealing global competition. However, in practice there are many obstacles that need to be overcome and some preliminary steps need to be conducted. The object of this research is academics in the field of accounting that take part indirectly in the process of IFRS Implementation through preparing university graduates to be professional accountant.  A number of questions are asked regarding the issues that inhibit the IFRS Implementation and the preparedness of the academics to adopt IFRS and the progress of IFRS implementation. The result of this study shows that, first the constraints have a significant effect on the IFRS implementation. These factors are cultural differences, the rule of law and limited number of human resources that are competent enough to adopt IFRS. Second, the preparedness of the institutions to implement IFRS also has a very significant effect. Authors found that good IFRS teaching materials and training are required by IFRS lectures. In addition, the authors found that not all course material are based on IFRS. It can be concluded that constraints and preparedness simultaneously affect the IFRS implementation.
1. Introduction
Since 2005, the financial reporting of company has significantly changed globally. A large number of countries and companies around the world adopted international financial reporting standards (IFRS) as the basis for preparing their financial statements.  It was initiated by all European Union (EU) members that have adopted IFRS in accordance to the EU directive for the preparation of the consolidated financial statements for listed companies (UN, 2008). In addition, the IASB announced that more than 100 countries have adopted IFRS. As of today, IFRS is used by public companies in 120 jurisdictions, including 90 jurisdictions where IFRS are required for all domestic listed companies (Deloitte, IASPIus.com, 2010). These are including all European Union countries, Australia and New Zealand. As for private industry, unlisted companies in 93 jurisdictions use IFRS. Among them there are 27 jurisdictions where IFRS are required for all domestic unlisted companies (Deloitte, IASPIus.com, 2010). United States has planned to incorporate IFRS into the financial reporting system for their domestic issuers even though there is a General Accepted Accounting Principle (GAAP) that often being reference in the world of accounting. Professionals believe that the IFRS gives great benefits by high-quality reporting standards. Actually, IFRS aims to present more complete description about business as a whole. However, the implementation will depend on the general economic situation, application framework and financial reporting traditions from each country. Furthermore, it also depends on the social and political background. Therefore, the implementation of IFRS is a big challenge for organizations. In general, the practical challenges are related to the coherence of the regulatory framework and the state agencies preparation, law enforcement and technical capacity (UN, 2008). Indonesia decided to change the financial reporting of Indonesian accounting standards to IFRS January 1, 2012. The adoption process have been implemented in some stages, start from the adoption of standards, preparations and executions. It was observed; IFRS implementations in some countries have some constraints and some preparations are required. Researchers interested in knowing the effect of constraints and preparedness of IFRS implementation. 

2. Literature Review 

2.1 International Financial Reporting Standards (IFRS)

Since 1973 to 2000, some countries especially in EU use International Accounting Standards (IAS). IAS is the first international standard in accounting that was developed by the International Standards Committee (IASC) for financial reporting. However, since 1 April 2001, The International Accounting Standards Board (IASB) replaced the role in drafting the standard by issuing International Financial Reporting Standards (IFRS). International Accounting Standard Board (IASB) is an independent agency that is privately funded, focus in developing a new standard.  IFRS are standards set by the four organizations in the world, namely the International Accounting Standards Board (IASB), Commission of the European Communities (EC), the International Capital Market (IOSOC), and the Federation of Accounting International (IFAC). IFRS is also a major concern for the International Organization of Securities Commissions (IOSCO) as high quality international standard is required in its regulatory function. IOSCO expects IFRS could strengthen international capital markets by promoting high-quality and comprehensive standard. Some authors have tested the benefits and quality of IAS and IFRS. Covrig, DeFond and Hung (2007) found an increase in holdings of foreign funds in the foreign stock when they have adopted IAS between 1999 and 2002 voluntarily. Barth, Landsman and Lang (2008) found that firms that voluntarily adopt IAS in 21 countries had better earnings management. Beneish, Miller and Yohn (2009), found an increase in foreign investment and increased foreign participation in the capital markets in countries that adopt IFRS in 2005. In August 2007, the Security Exchange Commission (SEC), an US Stock Exchange Regulatory Body issued a concept that allows American issuers in the U.S. to prepare financial statements according to IFRS "(SEC, 2007a). It indicates that SEC has confidence on IFRS issued by the IASB. IFRS is believed to provide reliable and relevant financial data for investors. The Majority of respondents support the idea of ​​allowing U.S. issuers to choose between IFRS and U.S. GAAP for interim periods or for all listed companies eventually.
2.2 Convergence

Convergence is defined as two or more things that become one and eliminate barriers and constraints (wanaguna, 2004). In connection with the IFRS, convergence is interpreted as a mechanism or a necessary step, which is required to convert from existing national accounting standard to IFRS. This process is commonly found in developing countries (Nobes, 2010). Indonesia planned to fully adopt IFRS in 2012. By fully adopting IFRS, the financial statements do not require significant reconciliation. According Indonesian Financial Accounting Standard Board , the adoption of IFRS can be divided into five levels (Anjasmoro, 2010):

1. Full Adoption, when country adopt IFRS and translate it word by word.

2. Adapted, When countries adopt IFRS with  a review based on special conditions of the country.

3. Piecemeal, when countries adopt only a number or specific paragraphs from IFRS.

4. Referenced, when country state the accounting standard refers IFRS but re-write and re-arranged with national language. 

5. Not adoption at all, when the state does not adopt IFRS at all.
The implementation of IFRS has led to many opportunities in the accounting development. First, standard body has the opportunity to streamline internal and external reporting structure. International standard can reduce or eliminate the difficulties in the financial consolidation between the company and their Holding. Users of financial statements based on IFRS have the opportunity to understand company more deeply through more informative disclosures. By using this Information, The decisions are expected to have broader effect.  Prospective accounting professionals also have a better chance in the job market. Organization will most likely require a number of experienced employee, professional and trained in adopting and implementing IFRS, either through consulting or accounting training. Furthermore, the application of IFRS may enhance interaction at the international audit team. Finally, the same accounting language can streamline the audit process. The academics are challenged to improve the accounting curriculum. Academic members should encourage accounting professionals to be involved in developing the content of accounting courses that are relevant to IFRS. The use of IFRS will also affect outside of financial accounting. Conversion will impact a variety of fields outside financial reporting, including changes in internal management reporting, data collection and IT systems, the use of key performance indicators, employee and executive compensation plans, investor relations, policies and procedures, and also internal controls. IFRS also carries implications on taxation and the way company measures pre-tax income. Issues on transfer pricing, international tax planning, and local taxes will emerged during convergence period. Therefore educational institutions must response by revising their accounting curricula. Accounting faculty should teach how to audit the estimated value of assets and liabilities so as to provide an opportunity for students to exercise professional judgment (Barth, 2008). Lack of scientific publications related to IFRS is another challenges face by higher education institutions. 

Accounting Standard Board of Indonesia decided to make convergence between Indonesia Financial Accounting Standard IFRS by using two strategies (Anjasmoro, 2010):

1. Selective strategy. This strategy has three stages, i.e., identifying the critical part of the standards that must be adopted, set the time limit for adoption follow by the adoption of non-critical part while revising existing standards, and the last stages leads to  convergence state.

2. Dual Standard strategy. In this strategy, the listed company must fully adopt IFRS standards within the provided time limit while unlisted company is allowed to use the existing accounting standard. 
Most of developed countries use the so-called  big bang strategy in which the IFRS standard is fully adopted without any stages. On the other hand developing countries generally use the gradual adoption strategy. 
2.3 Benefits derived from IFRS Adoption

There are two conficting opinions on this matter (Zeghal and Mhedhbi, 2006). The first opinion that supports the adoption of IFRS argue that harmonization of international standards could improve the quality of financial information. The use of IFRS also improve the comparability of accounting information in an international perspective. In addition, it can also support the international financial operations such as the globalization of capital markets. Some said that the adoption of IFRS strengthen the integration and competitiveness of capital markets, especially for developing countries by providing the best quality framework and accounting principles (Zeghal and Mhedhbi, 2006). The second opinion argue that specific factors from the country should be taken into consideration in formulating the national accounting system and accounting principles.  It means the standard must be adapted based on local environmental conditions. (Nobes, 2010). Further, the fact remains that the accounting information generated from the developed countries accounting system is irrelevant for making decision in developing countries (Nobes, 2010). Nobes (2010) states that the International Accounting Standards have an important role, especially for developing countries because IFRS adoption is cheaper than setting their own standards. The adoption of IFRS makes building international cooperation easier for domestic company and accounting profesionals. Another significat benefit is being part of International Community. However, some developing countries have a little doubt in implementing this standard. This mainly cause by complex arrangements and greater demand for disclosure. This leads higher reporting costs. Inspite of the above arguments the harmonization of IFRS will still continue especially in Indonesia.  According to Indonesian Institute of Accountants (IAI) team leaader for IFRS implementation, Dudi M Kurniawan there are seven benefits as a result of adopting IFRS standard, i.e., (1) improve quality of financial accounting standards, (2) reduce the cost of creating Indonesia Financial Accounting Sttandard (3) enhance the credibility and usefulness of financial statements (4) improve the comparability of financial reporting (5) improve financial transparency (6) Decrease the capital cost of fund-raising in capital markets (7) increase the efficiency of the financial statements. Currently, Indonesia has three of accounting standards, the accounting standards Indonesia, Entity without Public Accountability Standard, and Islamic accounting standards. IFRS only adopted for financial accounting standards.

2.4 Factors that influenced IFRS implementation 
The main challenge in the adoption process is the necessity of competent and skilled personnel. This will require staff and management training that can take some time to complete. The Availability of skilled and experienced employee depends on the output of higher education as well as professional education. In addition, the standardization of policy and procedure is required in order to apply the standards consistently. The impact for outside field of accounting should also be considered. Auditor must also demonstrate and understand kowledge of IFRS when release the opinions. Tax Consultants need to have sufficient knowledge of Tax on IFRS point of view in order to evaluate the tax. Convergence Efforts have increased the use of fair value assessments and standards-based business that requires a combination of professional judgment. The Academy also encountered some obstacles. In America, although publishers have begun to add IFRS content in accounting textbook gradually, IFRS and U.S. GAAP-based textbooks in English are available just about 42% . The professors surveyed  that the IFRS-based textbook will not be ready until the year 2010-2011 academic (KPMG-AAA, 2008). Financial Reporting AAA also concluded that colleges and universities in the U.S. are not equipped to teach IFRS at the required level for the short term adoption of Standards (AAA, 2009). Indonesian Institute of Accountants (IAI) said that IFRS  apply in Indonesia for the first time on January 1, 2012, but in fact until it passed the application of IFRS still have several problems (Anjasmoro, 2010), namely:

1. Accounting Standards Board have to face the lack of human resources is really competent in applying the IFRS.

2. 
IFRS changes too quickly when the adoption of an IFRS standard is still going. 

3. 
Language barriers, because each IFRS standard should be translated into Indonesian and sometime is not easy.

4. 
Accounting profession infrastruction is not ready to adopt IFRS accounting methods. 

5. 
College and accounting educators is not ready in changging the direction toIFRS.

6. 
Lack of government's role towards IFRS convergence in Indonesia.

The Constraints that have been faced by other contries almost similar such as the United States (Winney, 2010) is as follows:

a. The Rule Based Principle is used  different with  Principles Based that previously used.

b. Certainty about the institution that is deserved to regulate adoption of IFRS.

c. The difference size of the Company and integration stages.

d. Implementation Costs

e. Education and training gaps.

Based on the description before, this research framework is :
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3.

The Methodology and Model

This study was conducted using purposive sampling technique. The sample consist of those who teach introduction to accounting, intermediate financial accounting, advanced financial accounting, accounting theory, government accounting, tax accounting, auditing, and taxation. The reason is that these are core competency courses in which materials are directly affected by changes in accounting standards.

Operationalization of variables

*
Independent Variable (Variable X). In this study, the independent variables are constraints and preparedness factor. The Inhibiting factors are constraints, obstacles, or circumstances factor that restrict, obstruct, or prevent the achievement of goals. Its indicators are Cultural Differences, Law and regulation, and Limitations of Human Resources. Preparedness is the overall condition of a person or an individual who makes ready to respond or answer in a certain way to a situation. The indicator used for preparedness is the IFRS standard included in Instructional Materials, and the availability of IFRS training for lecturer.

* Dependent Variable (Variable Y). In this study, the dependent variable is the implementation of IFRS. The indicators are implementation IFRS Adoption stages. Indonesia as part of the world economy has had a work plan through the Roadmap issued by DSAK (Financial Accounting Standards Board). The adoption of IFRS in Indonesia (prihadi; 2011) are conducted in three stages, the adoption stage, the final preparation stage and the implementation stage.

The method used to analyze the data from this study was descriptive quantitative analysis by means of statistical regression. This analysis is used to determine the effect of independent variables with the dependent variable that Constraints (X1), Preparedness (X2), the Implementation of IFRS (Y). General linear equation is as follows:
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Where Y  is the dependent variable; x1 and x2 are the independent variables representing constraint and respectively. Then, b1 and b2 are the regresssion coefficient, and a ia a constant. 

4. The findings
Linear regression analysis was used in this study in order to determine whether or not the influence of the independent variables. The results as follows:       
Table. 1
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Standarsized
Unstandardized Coeficients | Coeficients Collinearity Statistics
uodel B Std Eror Beta 1 sig | Tolerance | viF
1 (Constant) 5041 723 6975 000
Inhibiting_Factors -803 133 708 | 6014 000 651 | 1536
Readiness 208 101 242 | 2081 049 651 | 1536

. Dependent Variable: IFRS_implementation





In order to answer the hypothesis “the effect of constraints and preparedness on IFRS implementation “, it can be seen in ANOVAs output table. The result shows that the value of the regression has a significance level of 0.000 this value is less than 0.05 or sig <α. This means research hypothesis which states “Constraints and Preparedness have a significant effect on IFRS Implementation” is acceptable. The result also states that the regression formula that occurs by looking in the table coefficients and the equation can be described as follows:
Y = 5.041 -0,803x1 + 0.208x2
The constant has a value of 0,263 which means that in the absence of constraints and the preparedness, the IFRS implementation still applied. The X1 variable has a regression coefficient value of -0.803. It indicated a negative effect of constraints on IFRS Implementation (Y).  The x2 variable has a regression coefficient value of 0, 208. It indicated a positive effect of preparedness on IFRS Implementation (Y). In Generally, The results show that the preparedness variables have a positive effect on the IFRS implementation variable.
Table 2
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Sum of
Model Syuares di | Mean Square E sig
1 Regression 2508 2 1200 | 42274 000
Residual 830 27 031
Total 3.428 29

a Predictors: (Constant), Readiness, Inhibiting_Factors
b Dependent Variable: IFRS_Implementation





The result also shows that the independent variable (constraints and preparedness) have 0.000 significance F which is less than the significance level 0.05. This means constraints and preparedness significant effect the IFRS implementation simultaneously. Determinant coefficient is used to measure how far the model's ability to explain the variation in the dependent variables. Coefficient is between zero and one and indicated by adjusted R squared. Based on the results of this study, the determinant coefficient R squared obtained for 0.758 or 75.8%. It shows that 75.8% of the IFRS implementation influenced by constraints and preparedness variables while the remaining 24.2% is explained by other variables. The results can be seen in the table below:
Table 3.
Model Summary
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The results of T test shows how far the individual independent variables in explaining the variation in the dependent variable. The result from analyzing in appendix known as the t value as follows: 

Table 4.
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Based on the results of t-test, then the decision is as follows:
1. Tests on Constraints variables. 

The first hypothesis stated that constraints negatively affect the IFRS implementation. Based on data calculations, the results obtained that the significance value is 0.000. This means that H1 is accepted because significance value less than 0.05.

2. Tests on preparedness variables.

The second hypothesis mentioned that preparedness positively affect the IFRS implementation Based on data calculations, the results obtained that the significance value is 0.049. This means that H2 is received, because significance value less than 0.05. 
5.  Summary and Conclusions

The research was conducted in order to determine what factors affect the implementation of International Financial Reporting Standards (IFRS). Based on the analysis of the results, it can be concluded as follows:

1. Constraints affect the IFRS implementation application of IFRS in Palembang. It can be seen from the results of the t test significance value of 0.000 which is smaller than the standard error 0.05. This means that H1 is accepted. It means constraints variable significantly influenced the IFRS implementation.

2. Preparedness factors affect the IFRS implementation. It can be seen from the t-test with a significance value of 0.049 is smaller than the standard error 0.05. This means that H2 is accepted which Preparedness significantly influenced IFRS implementation.

3. In generally, it states that the current constraints and preparedness affect the IFRS implementation simultaneously.
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