
15-Nov-14

1

DR. ISTIANINGSIH, M.S.Ak., CA, CSRS.

KULIAH TAMU 
UNIVERSITAS ISALM NEGERI JAKARTA

13 Nopember 2014
Theories in 

Accounting
 How theory can 

enhance our 
understanding of 
accounting practise

 Types of theory used 
in accounting
 Positive Accounting 

Theory
 Stakeholders Theory
 Institutional Theory
 Legitimacy Theory
 Contingency Theory

Current Issues in 
Contemporary 
Accounting
 CORPORATE 

Governance 
 Capital Market and 

Accounting Research
 Earnings Management
 Sustainability and 

Environmental 
Accounting

 International 
Accounting

 Corporate Failure

Theories used to explain and 
understand accounting practice

Classified as positive and normative 
theories

 positive accounting theory base on 
contracting and agency theory and 
provide guidence in what accounting 
methods managers are likely to choose 
given the contract place 
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 Institutional theory and structure 
organisation

 Legitimacy theory used to understand 
corporate action and activities, particulary 
related to social and environmental 
issuesbase on what has been termed 
‘social contract’.
 Disclosure of information abaout organisation’s 

effect on or relationship with society can also be 
used as legitimating strategy.

 One of the major function of corporate reporting 
is to legitimate  corporate operations.

 Stakeholder theory and accounting 
disclosure practice

 2 versions of stakeholder theory:
 1. normative theory (ethical theory) : organisations 

have a moral obligation to consider how their 
operations affect all stakeholders

 2. positive theory (empirical theory of 
management): explain how stakeholders might 
influence organisational actions. 

Contigency theory propose that 
organisations are affected by range of 
factors that differ across organisations
need to adapt their structure if organisations 
is going to perform well 
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 Interest in CG has increased as a result of 
highly published corporate scandals

CG is the system of directing and 
controling the corporation
 CG aimed at ensuring that despite the 

separation of ownership and management act 
in best interests of corporations and its 
stakeholders

CG principles and practices concentrate 
on directing and controlling managers

Role of ethics in CG
 International perspective and 

development in CG
 The anglo saxon model emphasis on 

shareholders interest (US, Aussie, Canada, UK)
 Asia is increasing adopting anglo saxon model
 More europian code law: have voluntary 

codes of CG 
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Accounting Policy choice

Accrual accounting

 Income smoothing

Real activities management

Big bath write off
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Can be beneficial to shareholder
To meet the analyst expectation
Managerial compensation and chane in 

CEO
 IPO
Political cost hypothesis

 Sustainability related to developmeent that 
meets the needs of the present without 
compromising the ability of future 
generations to meet their own needs

Triple bottom line: economics, 
environmental and social-> PROFIT, PEOPLE, 
PLANET

 Integrated reporting to closely with financial 
and governance reporting

 Environmental reporting is a subset of 
sustainability reporting.

GRI Guideline
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 Harmonisation: reconciling different point of 
view and reducing diversity allowing countries 
to have different sets of accounting standards

 Convergence: a process that takes place over 
time, implies the adoption of one set of 
standards across the globe

 Adoptions of IFRS is a cost-effective way to 
institute a comprehensive system of accounting 
standards enhance the operation and 
globalisation of capital market
 Financial statement would be more comparable, 

making it easier for investor to evaluate a range of 
investment opportunities.
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 FAILURE is COSTLY
Can u predict the corporate failure?

CG practice often at the heart of corporate 
failure

 regulation has been used to alleviate the 
effect of corporate failure ex: SOX


