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Abstract

The purposes of this research are 1) to examine whether the convergence
accounting standards to IFRS has effect on the creative accounting practices such as
income smoothing (IS) practices and 2) to identify factors contributing on IS, such as:
firm size and debt. The investigated timeline for Indonesia is before the convergence
(2007-2008) and after the convergence to International Financial Reporting Standards
(IFRS) (2009- 2010) and for Thailand before the convergence (2009-2010) and after
the convergence to IFRS (2011-2012).Financial data of publicly listed firms was
collected. Logistic analysis is used in a multivariate setting to investigate the factors
associated with IS.

Results show that the IS practices decreased after the Indonesia and Thailand
accounting standards converged to IFRS statistically significant. Although the number
of firms committing IS practices in Indonesia and Thailand decreased significantly
after the accounting standard reforms, its proportion was still considered as high
because it was still higher than the practices in other countries. It confirms that
accounting standards and the regulations is not sufficient without completing them
with conducive business environment and most importantly, by disclosing company

information to all the stakeholders and public.

Moreover, the effects of specific company characteristic (company size, type
of industry, debt financing and profitability) on the IS practices by Indonesian and
Thailand listed companies reveal that the relationship between the company size,
profitability and debt financing has significant relationship. The type of industry did

not have any significant relationship to IS practices.
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