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A Comparative Study on the Accounting Standards and their

Cultural Backgrounds of China, Korea, and Japan

Quan Yi Qing!
Choi Jin Hyeon?

Chun Jae Moon?

Each of the accounting standards used in China, Korea and Japan is similar to the International
Accounting Standards. However, each of the three accounting standards also includes some im-
portant differences.

First, in Korea and Japan, the objective of financial reporting is to provide useful information
that external related parties, including investors, can use to make economic decisions. On the
other hand, in China, the objective is not only to provide useful information to such external par-
ties, but also to ensure internal management executes responsible stewardship.

Second, some of the terms used in the accounting standards have different nuances among the
three countries. These include “owners’ equity” (“Ff/A % #4s" in China, “&7" in Korea, and
“YEEFE” in Japan), “balance sheet” (“EEEESE” in China, “Efx} 5" in Korea and Japan),

“income statement” (“Fj##” in China, “J8#x51% =" in Korea and Japan), “revenue” (“JLA”
in China, “I{2%” in Korea and Japan), and “accrual basis” (“Mif&%4:3:3%” in China, “%&44 3
#%” in Korea and Japan).

Third, Korean accounting standards are based on the viewpoint of legal entity, but Chinese ac-
counting standards are based on the viewpoint of economic entity. As a result, “going-concern
postulate” pertains to maintaining management (F##i#%% ) in China, but in Korea it means a
running company ({k#ea>3). Similarly, “accounting entity” means management entity (¥&# &
{K) in China, but business entity ({x359%4K) in Korea. Furthermore, in China, the right of using
land means intangible assets, whereas in Korea, the ownership of land means tangible assets.

The above differences in accounting standards and term nuances in China, Korea and Japan
stem from the specific cultures where they have been used. Today, however, these three ac-
counting standards seem to be moving toward greater convergence with the International
Accounting Standards (International Financial Reporting Standards).
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