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gm:mm brings its evar ehall and o pucbbic especially for local
e e T e e
Analysis ovganized Fom a set of data, which volve 109 respondents Fom 19 local publie aecounting
firums. The analysis confinms some degree of pasitive association berween the readiness and fur qualises
of plobalizaton. The resdt of tis reseaeh showed thar 32% of e readitess of publie accooming
driven by far qualives, which are ongangaion, cliens fonan resewce and  sgondard. Public
atceentants ean loavss abent the chavae teviste of accounting fiees which ave vedy o fice globabzation

INTRO! 0N

The term “globalization™ has been widely used w describe the incressing intemggigmalization of
markets for goods and services, the financial system, compormtions and indusiries, logy and
competition (OECD, 2008). A survey in 1992 conducted by Deloitte Iniernational o 30 i
companies in twenty deweloped countries shows that their reasons for doing business in inde 1
markets is because of an opporunity o g B4%), toreduce economic dependence on domestic (3%,
meei ihe market demand (34%) and ope costs are less expensive (24%) (Igbal, 1997). The survey
shows one of the fact that selling in the stic market is considered no longer provide the expecied

fits, while foreign markets 50 open 1o cxpenslm\ In ad.dmm globalization makes capital marl.ms

idly supporied by progress of i and tion technol 1o enable
i tional capital markets take place in real time basis.

ounting as a provideggh information for decisions making alse influenced by the business
environment const ng use of the globalization. The difference of accounting principles.
between countries | 10 1he noeed for harmonization of accounting standards around the world. [gbal et
al {XMT) defines 1 ional ing = the ing for i between ies,
comparisons accounting principles m ﬂw cmmes and the harmonization of different ing
smtdu\‘kmmddﬂw'ldl ing became i ingly imy ith the mumber of

i ion) or MNC with operations in couniries in the
field of production, product develop rketing and distribwion. Moreover, gl lization brings its
own chall and ities for public especially for Jocal public acoounting firm. On

one side, there i an opportunity %o enter international market, but on the other hand, it creates a
professional competition. In addition, with globalization, public demanded fhat the audit resulis in comply
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with imemational standards. This makes local public a gno firms must be ready o face
globalization. This canbe done through the enhancement afﬂm‘y of the firm, such as the quality of

Tuman resources, (he uscgedgicmational standards such as {International Financial Reporiing
Standarnds), SOX {Sarba: ) or makes an alliance with foreign firms.

In Indonesia context, ian Institute of Accountants {IAT) has & target 1@ implement the
convergence of [FRS on January |, 2012, This was decided after the assessment and in-depth review
regarding the risks and benefits of IFRS Through the 3 pany’s financial

statements of Indonesia will be comparable © financial repors fiom other countries, therefore the
performance of the company can be analyzed clearly. Data from the International Accounting Standads
Board {IASB) shows there are 102 countries that have implemented [FRS. There are 23 countries
implemented the [FRS on a veluntary basis, 75 countries require on mandatory basis for all domestic
Firms, and the rest requires the realization of [FRS for centain domestic companies.

Public acopuntant firm, a5 a business organization, in the em of globalization can offer the services 1o
fercign countries. In these conditions, local public accountant firm in Indonesia will increasingly face the
competition. In the course of time, more foreign public accountant firm operating in Indonesia. Local
public accountant firms should anticipate this, in order to maintain their sustainability. Otherwise, te
client of local public accountant firm will choose foreign firms. This will be happening, if the foreign
firms deliver higher value miher than the lecal firms,

According 1o the Best {2005), there are three benefits offered to custemers or buyers in a product or
service, namely product benefits, service benefits and brand benefits. Value-added will be accepied by
consumers when the product or service give greater benefit rather than the sacrifice paid by consumers
through price. This concept described as below.

FIGURE 1
BENEFIT VERSUS COST

Product
benefits

In the case of a public accounting firm, product benefits offered through aud it services, tax, [T-audits
or others. Second, service benefit will be obined after the 13k was done, such as the client additional

questions about the audit s and conclusions. The last benefit s the brand benefits, the benefits
obtained through a large ting firm. There will be differences about the mssurance of confidence,
whenever the task handed by Big-Four compared to the Non-Big-Four. These concepts show that the
quality of local public accounting firm is important through the value that delivered i the customers.
fing 10 the ing Office M. and ini ion Repon {August, 2009), the nain

reason for clients 1o sty with the same accounting firm is the quality of the service instead the price
factor only. However, Craswell {1992) said that competition and price-cutting could have adverse
implications for audit quality {Baskerville, 2006).

112 Iwml'la}'n\mﬂied Business and Econamics vol. 13¢1) 2012




This paper is rying to present the qualities which drive the readiness of public accountant firm to
globalization. Research found that international standard is the big issue in globalization process.
However, rescarcher proposes another factors that drive the readiness of globalization, such as
organization, client and hunun resource Factors The scope of this study & the public accountants in
Surabaya, Indonesia. This study conducted in 19 local public accounting firms, and the total sample is
107 respondents.

PUBLIC ACCOUNTING FIRM AND GLOBALIZATION

Many of lieraure review, whenever talk about accounting and globalization, it refers to the
harmonization process of national accounting standard into [FRS (International Financial Reporting
Standard). Researchers such as Anderson {1993); Belkaoui (1994); Beron, Lee (204K, Gary {1999);
Igbal, Melcher and Elmallah {1997); Roben Mednick {1991); Nobes Christopher and Parker, Robert
{2002) and O'Malley { 1993) discussed about the hamenization a5 an effect on globalization {Salleh ot al,

1. However, beside harmonization, there & ther isue of globalization in local public accounting
gsmh a3 organization quality, client qm\i!ﬂmn respurce quality. These qualities needed by local

i ting fimis in order to compete With inkemational public accounting firms. The facikrs
smdig&::“hy Salkeh etal {2007 ); Igbal, Melcher and Elmallah { 1997); Saudagaran and Diga (1997) in
local e accounting firms. Therefore, local public accounting firm’ a readiness factor in meeting
globalization challenges proposed using four important qualities:

1. Organization of accountant public firm,

2. Client’s profile of the Firm,

3. Humanresources that owned by the firm,

4. Compliance with international standard

The detzsiled findings of each dimension are discussed in the following sections.

Organization Quality
The erganization quality in this research is defined as the quality of ization of public
firm. T]us quality can be measured by the following proposed criteria and indicators:
Local public accounting firms, which have affiliation with feseign, are better prepared for global

market.

2. Local public accounting firms, located in the capital city, Jakaria, are more ready for global
market

3. The age oflocal public accounting firm will affect the readiness ¢ g lobalization.

4. Loecal public accounting firm, which provides multi-serviees, will be better prepared to face
global market.

5. Number of employees will affect the readiness of local public accounting fim to face global
market

In their sudy, Salleh et al 2007) found that cnly fi hat offer multi-services can compete in the
international market. These criteria can be achieved alliances, mergers or affiliates. Ireland etal
{2002} alse found that alliances, mergers and affilistes are the wend for local public accounting firms to
survive and compete in globalization. They found that alliances, mergers and affiliates can solve firm's
technical resources  availability, financial sesources limitation problems  and  improve firm's
competiiveness in the provision of new and innovative services in global market.

Client Quality

The second quality that proposed in this research is client quality. The quality defined s client's
profile of the firm, which is measured by the following criteria and indicators:
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Types of cliem, whether MNC { Multinational Company) or not will affeet the readiness of public

accounting firm in global market

2. Indusiry iypes of client will affect the readiness of public accounting firm in global market.

3. Types of client whether public company or not will affect the readiness of public accounting firm
in global market.

4. The number of clients will influence public accounting firm's readiness to face global market.

Human Resource Quality
The third quality that used in this research is hy
qnalny is measured by the following criteria and indi
Public accounting firm with foreigner” pariner will be better prepa; face global market.
2. Public accounting firms, which have staff of more than ene race, be better prepared to face
ihe global m
3. Public accounting firms, which have employees with internstional centification, are betier
prepared for global market.

source owned by public accouning firm. The

International Standard Quality

Intemational standard quality in ihis ressarch described as fhe applicati countani public firms.
regarding international standard. The quality is measured by the following cri indicstors:

1. Public accounting firm which apply and have skills in [FRS standards will be betier prepared to

face global m
2. Public accounting firm whichqu and have skills in other international standards such as
Sarbanes Oxley, COBIT or 1S0W tier prepared to face ghobal market.

Gaffikin (2007) in his research sai not all countries have adopted [RFS s their standands vet.
Australia is one of the country that ied [FRS which are efﬁecllwe\y ad.opLd LM IFRS &= ﬂk
Australian standards. In ancther region, The European Uni 1 allli

LFRS for their consolidated accounts. Bangladesh is e ofier couniry which has already adopted IFRS as
natienal standards. Indenesia moving towards this position, as discussed under [AL {The Indonesian
Institute of Accountants), [FRS expected will be implemented in 2012,

RESEARCH METHODOLOGY

Babbie (200T) said that esch research methed has its strength and weakness but cenain methods are
more appropriately used than oter methods. This reseasch uses the survey method, some particular
questions {Babbie, 2007). Furthermore, he said that a survey is particularly well suited to the study of
public opinien. However, it does net mean that researcher could not make good we of oter methods.
This research includes four independent variables, which are erganization quality, client quality, human
resource quality, intemnational standard quality. The dependent variable in this research is the
read iness for glegim\ There are two objectives of this study:

1. Fim st and stmt causal relationships using a combination of statistical data and

causal Therefore, § | Equation Medel (SEM) & appropriaie for
{hat wbjective, The data in s research analyzed using the PLS (Partial Least Square) sofiware as
one of SEM" application.

2. Second, additionally analysis used to investigate the difference perception about the qualities
needed by public firms in global marketpl The first sample is the “ready” one and
the second is the “not ready”. There are some indicstors used in this research 1o measure the
readiness of “ihe profile” from local public accounting firm in Sumsbaya. The researcher observed
the resdiness through some indicators s follows:

*  Having more clients from MNC (Multinational Company). Local public accounting firm with
many clients from MNC will be better in facing the globalization rather than with local client.
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Most of the MNC" company will require the audit process and standard according o the
international best practice.

= Applying and having skills in international standard such as [FRS, Sarbanes Oxley, ISO and
so forth. Definitely, the accounting firms which have skills in iniemational standard can face
lobalization better than the firms without or lack the skills.

" Having an internstional staff. The company with international staff will creste cross culture
organization which is important in facing globalization. Therefore, the local staff will have a
wradition to weork in intemational environment.

v Public ing firm with 1" partner . Absolutely we can't say that intemational”
pariner always better than local pariner. However most of international” pariner can bring
internatienal atmesphere in the firm, stating from the language in communication, best
practice, standard and the knowledge

*  Having an affiliation with an international firm. The affilistion will help the lecal public firms

o face globalization faster. The intemational firm can transfer some of the methods, best
practice and knowledge into the local public accounting firm.
These indicators used to measure the readiness of public accounting firms in Surabaya. Some
of he facters studied before by Salleh e al {2007) in Malaysia public accounting firm; Igbal,
Melcher and Elmallah { 1997); Saudagaran and Diga {1997). However, the researcher in this
study made some additions and adjustment There are three groups resulied fiom these
indicators:

v Not ready. This group is the firms without five indicaters that mentioned before. This
research showed that there are four {21%) public accounting Firms in this position.

*  Beginner. This group is the firms thai have mere clients from MNC, applying and having
akills in intemnational standard. This means, this group use the first and the second indicator
This research showed that there are twelve (63%) public accounting firms in this position.
This group still need to enhance their qualities, whether their erganization quality, human
respurce quality, intemational standard quality or client quality.

= Advance. The last one is the fim more than the “beginner”, meaning not only have
international client o1 intermnational standard but alse foreign panner, intemational staff and
affiliation with intermational public accounting. There are three (16%) public accounting
firms in this group.

ser, in the statistical testing, researcher grouped the “beginner” and “advance” into the fims
ihat qu, 10 face the globalization. Therefore, the result in t-fest and the mapping showed the “ready™
group as the combination of “beginner” and “advance™. The objective of dividing “ready™ into “be ginner”

and “advance™ is o identify the status of the readiness. In this case, data breakdown into “ready™,
“beginner” and “advance™ will make researcher easy to observe more regarding the readiness of the firms.

FI mﬂ AND RESEARCH RESULTS
I

5 research studied public aceountants who work in Surabaya, jsia. The following table
shows the facts {in average) from 19 local public aceounting firms. The firsst analysis organized from a set
of data, which invelve 108 responses from 19 kcal public sccounting firms in Surabaya. The analysis
confirms some degree of positive relationship between the resdiness and four qualities of globalization.
The follewing figure shows the result from the relationship, which is “Iv 0" refers to the readiness for
globalization, “Iv 1" refer 1o erganization quality, “v 27 is elient quality, “lv 3" is human resource quality
and “Iv 4" is international standard quality. In his study, there are free item-question results dropped,
since the significance is less than 95% . The questions are as follows:

+  Local public accounting firms, located in the capital city Jakara are more ready for global
market.
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«  Number of employees will affect gudiluq local public accounting firms 1o face global
market.
»  Public sccounting firms with foreigner” pariner will be betier prepared o face global market.

FIGURE 2
RESEARCH RESULT

i
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The multiple R shows a substantial relationship between the four independent variables and the

dependent varishle. The R-square value indicates that around 52% of the variance in the dependent
variable explained by the four independent variables. This means that four dimensions in this model

[

0 f

cannot explain 48% of the varimnce in the readiness of globalization. Therefor ust be other
wvariables that have an influence on the readiness for globalization. These facte: i d
investments in [CT (Salleh., et al., 2007), regulation bodies support and suppont Indonesian

Institute of Accountants ([AT). Based on the result of this study, organization dimension and imernational
standard seem to be important factors in measuring the readiness level of firms in facing globalization.

According 1o the result of this research, the fellowing lists show the order of the correlation between
the qualities of globalization and globalization itself. The points show the order from the most importnt
point

I Intermnational standard quality

2. Organization quality

3. Client quality

4. Human resource quality

Researcher found that human resource quality is kess impontant for public accounting firm in order to
face globalization. However, this result is quite strange, since human resource should be the important
factors towards globalization. In erder © observe more, researcher compare towarnds the sample “ready™
and “not ready™. Researcher found that in sample “ready™ the comrelation between human resource and
globalization & high (0.172). Moreover, in sample “not ready” the comrelation is negative (-0.072).
Through the explanation, it can be concluded that human resource quality i impertant for the accounting
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firms that ready to face globalization. However, this result go with t-test, since there is the difference
between sample “ready™ and “not ready™.

The second analysis is %o observe the second objective from this research regarding the difference
perception. The following table shown the profile of local accounting firm in Sursbaya {average).

FIGURE 3
FROFILE OF LOCAL FUBLIC ACCOUNTANT

Narmihers af parmer (Avs) [
Mumbers of client (Avg) 41
Mumhers of mamger (Ave) [
Numbers ol semiar auditor (Ave) 16
Numberal juior (Ave) 14
= E {year) 14

The result from the “the profile of the firm™ measurement shows lhal fifieen local public accounting
firms in Surabaya are ready o face globalization. The rest, four firms not ready yet o foe
globalization. After doing the grouping, the researcher tests the second messurement “the perception of
ibe firm" wheiher there is any difference between both of e sample towards ihe percepiion of
globalization. The following table shows the test result from t-est <>f E‘I'“i"i pfiware, which explains the
significance value 99%, meaning that the between the i

Frerent.

FIGURE 4
T-TEST RESULT

The first sample “ready™ has the highest mean rather than the second sample “not ready”™. The
implications of these statements ane:
»  The first sample “ready™ has clearer concept about globalization rather than the second sample
“not ready™.
« The first sample “ready” has more confidence about the readiness 1o encounter globalization
rather than the second sample “not ready™.
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FIGURE 5
THE MAPFING OF PUBLIC ACCOUNTING FIRM

Py

iy The Perception Of The Firm

iy

The Proflie Of The Firm

The matrix shows the collsboration thinking of the lL‘nGthIbllh Researcher |d._|u|ﬁc‘ there are two
dimensions here tolook the readiness of local public firms. Those di sions are “the profilke
of the firm™ and “the perception of the firm™. The dimensions can create the mapping of the local public
accounting firm position as the following:

* Global player. This local public fim has a readiness according 1o “the profike of the firm™ and
“the of the firm”. Addi Ily, researcher found that there are eight local public
accounting firms which have positions as 5I<>hel player

*  Dreamed player. This group has a readiness according to “the perception of the firm™ hnu et for

“the profile of the firm”. Rescarcher found that there are two lcal public acoounting Firms which
have positions as dreamed player
Local player. This local public firm hasa't been ready yet, according to “the profile of the firm™
and “the perception of the firm”. In addition, researcher found there are two local public
accounting firms that have a position as a local player.

Humble player. This pesitien has a readiness according o “the profile of ihe fm™ but not for
“ihe perception of the Firm". There are seven local public accounting Firms that have a position as
a humble player.

Dlﬂ&ﬁlﬂﬁ, RECOMMENDATION AND IMPLICATIONS

13 research studied public accountants who werk in Surabaya, Indonesia. The result of this reseasch
is valuable for fhe profession of public accountants. To leam about the characieristic between local public
accounting firms which are ready and not ready to face global markewplace. Therefore, they can learn the
best practice in order to prepare the firm to face globalization. In addition, in the analysis of boh of these
groups shown e difference perception about the qualities needed by public accounting firms in global
markeiplace. The research ako proposes the model o mapping regarding the position of local public
accounting firm in globalization.
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