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Constraints and stimuli in the implementation of public accounting reform: Systematic

literature review and future research agenda
Abstract

Purpose: This article discusses the adoption of IPSAS in the public sector in developed and
developing countries, identifying the constraints and stimuli they represent in the
implementation of the public accounting reform. It also presents future research proposals on

the factors identified.

Design/methodology/approach: The methodology is based on a systematic review of the
literature described by Moher et al. (2009). The final sample includes 90 academic papers
published from 2000 to 2022.

Findings: The main findings indicate that there are differences between constraints and stimuli
in the implementation of accounting standards between developed and developing countries.
In terms of constraints, the main factor in developed countries is the lack of training, whereas
in developing countries it is the limitation on financial resources. In addition, the results
demonstrate that in developed countries the factors that most encourage the implementation of
accounting standards are modernization and improvement of accounting, while in developing

countries, encouragement comes mainly from external and internal pressure.

Practical implications: This study helps countries and institutions to learn from experience
and better prepare for the accounting reforms of public administration that they will undertake.
Managers of public organizations may be willing to make decisions in the adoption of IPSAS

if they take into account the factors established herein.

Social implications: This study helps countries and institutions to learn from the experience,
better prepare for the public administration accounting reforms that they will undertake, and

add greater transparency in the accountability of public accounts to citizens.

Originality/value: In addition to previous studies, this study addresses a number of factors

perceived by those involved in the implementation of IPSAS in developed and developing



countries, and provides a robust research agenda to pursue during the coming years as there are

several important unexplored questions that invite further research.
Keywords: Public accounting, Reform, Constraints, Stimuli, IPSAS, Public sector

Paper type: Systematic literature review

1. Introduction

In recent decades several public sector accounting reforms have been implemented around the
world to improve the harmonization and comparability of public sector financial reporting
(Steccolini, 2019; Gomez-Villegas et al., 2020; Sour, 2020). The International Public Sector
Accounting Standards Board (IPSASB) has made great efforts to implement accrual-based
accounting standards to improve public sector financial reporting worldwide by developing
International Public Sector Accounting Standards (IPSAS) for use by governments and other
public sector entities (Otavova, 2011; IPSASB, 2019). This reform has been strongly supported
by international organizations such as the Organization for Economic Cooperation and
Development (OECD), United Nations, World Bank, International Monetary Fund (IMF), and
the European Commission (EC) (Adhikari et al., 2011; Grossi and Soverchia, 2011;
Lokuwaduge, 2016). The COVID-19 pandemic demonstrates the importance of the public
sector, its efficiency, and the effectiveness of the information produced, as well as the
importance of supporting countries’ economies and the living standards of citizens (Bracci et

al, 2021; van Helden et al., 2021).

Most of the previous literature on the topic has focused on analyses of different institutional
and economic factors and characteristics affecting the implementation of IPSAS (Gomes et al.,
2019; Nakmahachalasint and Narktabtee, 2019; Sellami and Gafsi, 2019; Simpson et al., 2020).
The main economic and political factors affecting the positive implementation of IPSAS are
related to the political system (Archambault and Archambault, 2009), external economic
openness (Alon and Dwyer, 2014), and international pressures (Lokuwaduge and Silva, 2020).
Negative influences that have been identified include the complexity of standards (Inkina,
2019; Otrusinova and Pastuszkova, 2013), the legal system, and the political environment (van

Helden and Reichard, 2018; Ademola et al., 2020). Some of these studies addressed developed



countries and others observed developing and emerging economies, demonstrating great
heterogeneity of factors (Sellami and Gafsi, 2019). This is not surprising considering the
economic, political, and cultural characteristics of the different countries implementing IPSAS

(Syarifuddin, 2018; Mattei et al., 2020; Polzer et al., 2021).

The adoption of IPSAS is a relatively new field of research in the public accounting literature.
Although several reviews have been published over the last few years, they mainly address
broad issues without investigating specificities in the IPSAS domain. Using the concept of new
public management (NPM) and institutional theory, Rajib and Hoque (2016) provide a review
of the public sector accounting research from 1992 to 2015 identifying different aspects of
standards and discussing the implementation scenario of public accounting standards. lacuzzi
(2021) analyzes the financial indicators for local government based on 79 papers, develops a

critical reading of the literature, and offers suggestions for future research.

A literature review on the harmonization of public sector accounting based on IPSAS was
conducted by Schmidthuber, Hilgers, and Hofmann (2020). The authors focused on the
antecedents of IPSAS adoption and outcomes of its adoption, providing a discussion about the
gaps in the research. Polzer et al. (2021) developed a structured literature review of the adoption
of IPSAS in emerging economies and low-income countries. Based on the diffusion theory, the
findings offered a holistic understanding of the stages of IPSAS reforms and factors that
influence the progression of reforms in the context of emerging economies. Moreover, van
Helden et al. (2021) reviewed research on public-sector accounting in emerging economies.
They concluded that accrual accounting is the main topic and that the majority of the research
is dominated by accounting reforms inspired by the concept of new public management,
highlighting performance management and budgeting. Finally, based on NPM theory, Grossi
and Argento (2022) analyzed changes in the public sector arising from the implementation of
public governance reforms. They reported that the practices of public sector accounting have
changed, as reflected in the new types of accountability, performance management, and

budgeting and reporting information.

Contrary to previous literature reviews that examine a limited number of studies (Iacuzzi,
2021), are not systematic (Rajib and Hoque, 2016), focus on the public governance

development (Grossi and Argento, 2022), and analyze only emerging markets (e.g., Polzer et



al., 2021; van Helden et al., 2021), this study systematically reviews a large number of studies
that were published from 2000 to 2022 with a specific emphasis on stimuli and constraints that
have influenced the adoption of IPSAS. The originality is that the present review covers a wide
timeline, includes the recently published empirical studies, and addresses the implementation
of the IPSAS in developed and developing countries. In light of the IPSAS adoption in

developed and developing countries, the research question of this study is the following:

RQ: What constraints and stimuli have been identified in the implementation of public
accounting reforms, and what are their differences between developed and developing

contexts?

Our analysis of the 90 studies in our sample provides in-depth insights related to major topics
as well as numerous avenues for future research. Combining central ideas of institutional theory
and NPM, the contribution of this study is twofold: (i) understanding the constraints and
stimulus issues of adoption of IPSAS in the public sector and discussing their differences
between developed and developing contexts; (i) mapping the gaps in the literature and

suggesting research opportunities in this subset for the coming years.

The results suggest that there are differences between constraints and stimuli in the
implementation of accounting standards between developed and developing countries. In terms
of constraints, factors that most differentiate developed countries from developing ones are that
the former point to the lack of training, while developing countries point more to limited
financial resources. In addition, our results demonstrate that there are constraints that are
identified in both developed and developing countries, such as the lack of accounting
knowledge and skills and limitations of software and information technologies. This can be
explained by the implementation of accounting reforms requiring more in-depth accounting
and investment in new information technologies (Brusca and Martinez, 2016), which are
hurdles to public administrations having very specific characteristics including the history of
using cash accounting and forward-looking reports. Such specificities create a resistance to

change that should not be overlooked (Brito and Jorge, 2021; Shehadeh, 2022).

Concerning stimuli, our results demonstrate that in developed countries the factors that most
encourage the implementation of accounting standards are modernization or improvement and

accounting experience, while in developing countries encouragement comes mainly from



external and internal pressure. Developed countries are in a more advanced process of
implementing accounting reforms while developing countries are almost forced by external
and internal pressures to adopt the reforms, especially those stemming from the financing of

international organizations (Tawiah, 2022).

Another valuable contribution of this paper is to provide a robust research agenda to follow
during the coming years as there are several important unexplored questions that invite further
research with theoretical and practical implications. Some of the most promising ones include
a detailed analysis of: 1) the conditions in developing countries experiencing the lack of
technical support as an obstacle to implementing an accounting system; 2) how the ambiguity
and lack of harmonization that occur between budget accounting and accrual accounting in
developed countries demotivate the implementation of IPSAS; and 3) whether external
pressures from international organizations have actually led to increased quality of accounting

information in the developed and developing countries.

The paper is structured as follows. The next section provides a brief theoretical note on the
implementation of accounting reforms in the public sector. Then, the methodology is explained
and finally the results are presented as the basis for discussions of the findings and opportunities

for future research.

2. Literature review

2.1. The evolution of international public accounting

Rise of IPSAS

Formed in 1984, the Governmental Accounting Standards Board (GASB) determined a set of
objectives for financial reporting with a strong emphasis on accountability and usefulness of
information for decision-making purposes complemented by the possibility of incorporating
non-financial measures of service efforts and accomplishments in financial reports. Currently,

mindful of the importance of legal and budgetary compliance, the GASB still requires financial

fund statements (Chan, 2009).

The International Federation of Accountants (IFAC) created the Public Sector Committee

(PSC), which is the origin of the IPSASB. The IPSASB has issued 42 standards to date with



the 130-plus countries across the globe that have adopted IPSAS (IPSASB, 2021). IPSAS aims
to improve the quality of general-purpose financial reporting, increase transparency and
accountability in the public sector, and improve the comparability of financial statements

worldwide.

The need for greater transparency and accountability in government financial reporting was
heightened by the global financial crisis, which reduced the resources available to
governments. In some instances the information contained in cash-based financial statements
had been insufficient for countries to predict and prevent sovereign liquidity crises (ACCA,
2017). These factors have encouraged countries around the world to make statements
concerning the adoption of standards established on either cash basis IPSAS or accrual basis

IPSAS, with various deadlines.

Currently, the IPSASB continues to work on new accounting standards, as is the case of the
standard on fixed assets to be issued in the first quarter of 2023, which replaces IPSAS 17. The
new standard adds public sector guidance on property and infrastructure assets aligning with
the new measurement principles. The IPSASB has also developed three public sector-specific

sustainability reporting projects (IPSASB, 2022).

The EC and Eurostat initiated a European Public Sector Accounting Standards (EPSAS) project
in 2013 to develop a single accrual accounting system that could potentially become mandatory
for all European Union (EU) member states. Although it has been concluded that the already
existing IPSAS are not suitable for direct implementation in the EU, they could form an
adaptable basis for future EPSAS. Even though EPSAS was seen as a necessary tool for further
financial and budgetary integration in the EU, the reality shows that the implementation of
IPSAS itself and other public accounting reforms so far has encountered obstacles and

benefited from incentives that need to be explored.
Public accounting reform in developed and developing countries

Developed countries have used different approaches in the adoption of IPSAS and are in
different stages of adoption, some of which have just begun, while other countries have
completed the process. The Association of Chartered Certified Accountants (ACCA) states that

despite the intention of the various developed countries to adopt IPSAS, few have completed



the process successfully and without problems. Adoption and full compliance with IPSAS
standards have been difficult for many countries, and efforts remain as what can best be

described as a “work in progress”.

Despite the numerous benefits of IPSAS, its adoption is still not consensual. For example, there
are still countries that even though having the resources and infrastructure needed for
implementation, such as Finland and Germany, have refused to adopt IPSAS due to criticism
of a fair assessment and arbitrary estimation (Tawiah, 2022). None of the countries in the EU
have directly adopted IPSAS (Brusca et al., 2016). This reluctance stems in part from the fact
that several studies show that IPSAS’ objectives of transparency, accountability, and decision-
making are, in practice, below expectations. Yapa and Ukwatte (2015) report that the
implementation of IPSAS does not really promote transparency and accountability, as IPSAS
promoters have portrayed it. Similarly, Grossi and Steccolini (2015) claim that the adoption of
IPSAS may not guarantee the expected disclosure and therefore not improve the quality of
governance. Some scholars also argue that the prescriptions of IPSAS are vague and provide
no detailed guidance (Agasisti et al., 2015; Bakre et al., 2017; Oulasvirta, 2014; Schmidthuber
et al., 2020) and that this can lead to the abuse of discretionary measures for the benefit of

politicians and government officials.

The institutional context in developing countries may be largely unsuited for the introduction
of IPSAS. IPSAS measures pressured by international donors may be hitting donor targets, but
they remain superficial, or they may even be detrimental to development (Polzer et al., 2019).
Unlike developed countries, developing countries are characterized by weak regulations and
low financial transparency (Fan et al., 2009). They are therefore forced by international
organizations such as the World Bank and IMF to adopt high-quality international standards
such as IPSAS to combat corruption (Allen, 2009; Brusca and Martinez, 2016; Rossi et al.,
2016; Tawiah, 2021), but most countries are slow to adopt these standards. In fact, developing
countries are presented as “adopters of IPSAS”, but their circumstances may differ widely,
from governments that have expressed only the intention to adopt the standards to those at

various stages of the implementation process.

Indonesia started its public sector reform program in 1999, and have the central government

consolidation accounts received an unreserved audit opinion for 2016. Nevertheless, local



governments continue to prepare their accounts on a modified cash basis. Vietnam is lagging
behind and is still in the early stages of assessing the adoption of IPSAS standards, although
the IFAC reported as early as 2007 that the country was in the process of moving to IPSAS
(Kolesnikov-Jessop, 2018). Tanzania, on the other hand, is a success story in East Africa. The
central government has begun implementing global rules by adopting cash-based IPSAS
financial statements from the same date and began introducing IPSAS statements of
competence in 2012, having improved its financial reporting documentation as a result of the

implementation of IPSAS (Mosoba, 2017).
2.2. Related theories

Over the years several theories have been used to study the performance of accounting reforms
in public administrations, the use of accrual accounting, and more recently the adoption of
IPSAS. The literature on the implementation of IPSAS commonly focus around two
predominant theories: NPM theory, as evidenced by the works of Hyndman and Lapsley (2016)
and Bracci et al. (2021), and institutional theory, supported by Jacobs (2012) and Van Helden
et al. (2021). In addition, Van Helden et al. (2021) conducted a comprehensive literature
review, highlighting the prevailing influence of institutional theory in public sector accounting

research over the past decade.

NPM theory is an approach that seeks to build an administration that implements flexibility,
transparency, decentralization, the market orientation of public services, and privatization.
Focussing on efficiency and effectiveness (Biswas, 2020; Bracci et al, 2021), it is a paradigm
shift away from traditional public administration, leading to higher demands for reporting and

transparency (Grossi and Argento, 2022).

Multiple studies have utilized NPM theory to illustrate the implementation of accounting
reforms within public administrations, as demonstrated by van Helden and Reichard (2018),
Anessi-Pessina et al. (2016), and Brusca et al. (2016), among others, across diverse contexts.
Focusing specifically on developed countries, van Helden and Reichard (2018) conducted an
investigation into the shift from cash budgeting to accrual budgeting in central governments.
Their findings indicate that the transformation process in all four cases was influenced by
various contextual factors, including cash-accounting legacies and prior NPM reforms. Based

on the NPM theory, Brusca, Gomez-Villegas, and Montesinos (2016) argue that the adoption



of IPSAS in Europe has been influenced by the rescue package, which aims to enhance trust,
confidence, and comparability of financial institutions within the public sector. Studies
conducted within the developmental context, drawing on the NPM theory, have consistently
demonstrated improvements in public sector reporting systems as a result of implementing new
accounting reforms (Christiaens et al., 2015; Sellami and Gafsi, 2019; Polzer et al., 2021;
Tawiah, 2021).

Institutional theory posits that political, educational, cultural, and economic systems can exert
pressure on economic units through three mechanisms of institutionalization: coercive
isomorphism, normative pressures, and mimetic processes (DiMaggio and Powell, 1983). This
theory emerged in the 1970s, notably through the pioneering work of Meyer and Rowan (1977),
who argued that organizations seek legitimacy and, consequently, strive to adapt to their
environment. Numerous studies have employed institutional theory to elucidate the adoption
of public sector accounting reforms in both developed and developing countries. Notable
examples include the works of ter Bogt and van Helden (2000), Harun and Kamase (2012),
Hidayah and Zarkasyi (2017), and Jayasinghe et al. (2021).

In their study, ter Bogt and van Helden (2000) examined the effects of public sector accounting
on the behaviors of managers and politicians in local governments in the Netherlands. The
findings of their research demonstrate that while politics and top management have the ability
to implement new accounting systems and procedures, the mere introduction of such measures
does not guarantee their adoption by organizational participants. The authors propose that both
external and internal pressures play a role in shaping the organizational culture surrounding

public sector accounting reforms.

In the context of developing countries, several studies have explored the influence of coercive
and normative pressures from institutional theory, particularly regarding how international
organizations exert influence to implement IPSAS. Notably, Jayasinghe et al. (2021) contend
that enhancing public accounting and transparency in Sub-Saharan African (SSA) countries
can be achieved by effectively applying existing regulations and accounting systems. They
argue against a purely coercive approach that seeks to replace these systems with externally
imposed government accounting reforms. Both Hassan (2015) and Harun and Kamase (2012)

emphasize the coercive pressures exerted by international lenders in the Indonesian context to



facilitate the adoption of accrual-based accounting practices in line with IPSAS. Harun and
Kamase (2012) further illustrate that the instrumental use of accounting as a political tool for
control undermines its intended purpose of enhancing performance and efficiency. They argue

that existing power structures can hinder the effectiveness of public sector reforms.

Furthermore, Hidayah and Zarkasyi (2017) conducted a study utilizing mimetic institutional
theory to investigate the influence of human resource management competency and cultural
factors on the implementation of accrual accounting and the resulting quality of accounting
information in the Indonesian context. Moreover, Ada and Christiaens (2018) contend that
international organizations like IPSASB serve as normative forces, exerting influence for the
adoption of IPSAS in the Turkish context. In addition, Rajib et al. (2019), drawing upon the
concepts of new institutionalism and entrepreneurship logic, observed that the disparities
between Bangladesh and other emerging economies have diminished due to the escalating
potency of institutional pressures. However, they caution that the adoption of cash basis IPSAS

may still be more of a rhetorical commitment than a practical reality.

One approach to addressing the challenges associated with public accounting reforms involves
standardization and the pressure exerted by legal organizations for the adoption of IPSAS
(Jacobs, 2012; Van Helden et al., 2021). This issue is particularly prominent in developing
countries, where there is additional pressure from international donors and organizations
(Polzer et al., 2021). It is important to note that, within the framework of institutional theory,
the management of public institutions is influenced by factors such as legitimacy, routines,
scripts, and other cognitive phenomena, all of which vary across different contexts. Subsequent
research has observed that many governments do not fully embrace IPSAS and have turned to
institutional theory to explain the adoption of public accounting reforms (Ada and Christiaens,

2018; Rajib et al., 2019; Jayasinghe et al., 2021).

3. Methodology

3.1. Research protocol

The purpose of this study is to identify the factors that both constrain and facilitate the
implementation of IPSAS, and discuss their differences between developed and developing
countries. We performed a systematic review of the literature published from 2000 to 2022

using a guideline based on the preferred reporting item for systematic review and meta-analysis



(PRISMA) flow diagram (Moher et al., 2009). This method has been used in previous literature
reviews in the field of public sector governance (Agostino et al., 2022; Dekker et al., 2020;
Herda et al., 2022; Kim et al., 2019; Mu and Wang, 2020; Vale et al., 2022).

Figure 1. PRISMA Flow Diagram
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reviewed journal articles published in English. After removing duplicates, 6,044 records
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Screening. The relevance of search hits was assessed. We performed an initial screening of the

title and abstract of each article by applying the keywords “Determinants”, “Implementation”,

“Reform”, “Constraints”, and “Stimuli”. This further reduced the sample to 1,411.

Eligibility. During the eligibility checks, we reduced our data set to 624 articles after analyzing
the abstracts of each one and checking if the paper focused on accounting implementation in

the public sector.

Included studies. Upon reading the full texts, we excluded articles that did not focus on our
research topic. This led to the exclusion of audit papers and ERP implementation, for example,
including only those referring to the implementation of financial accounting reforms in the

public sector. This left 90 articles.

3.2. Descriptive analysis
Sources and timeline of the articles

Table 1 shows the distribution of the final list of papers by journal title and according to
developed, developing, and multi-country studies. The most informative journal in our sample
is Financial Accountability and Management, with 8 studies. The vast majority of articles were

published in high-impact journals on the SCImago Journal and Country Rank 2019.

Table 1: Distribution of papers by journal

Journal Total Develol).ed Develop.mg Multlp.le
Countries countries countries
Financial Accountability and 0
8 5 3
Management
Public Money and Management 6 3 2 !
International Journal of Public Sector 0
4 1 3
Management
Accounting, Auditing and Accountability 3 3 0 0
Journal
International Journal of Public 0
. . 3 2 1
Administration
Journal of Accounting and Organizational 0
3 2 1
Change
Journal of Accounting in Emerging 3 0 3 0

Economies




Developed Developing Multiple

Journal Total . . .
Countries countries countries

Journal of Public Budgeting, Accounting, 0

. . 3 3 0
and Financial Management
Innovar 2 2 0 0
International Review of Administrative ) 0 | 1
Sciences
OECD Journal on Budgeting 2 2 0 0
Research in Accounting in Emerging 0

. 2 0 2

Economies
Others (1 article each) 49 28 21 0
Total 90 51 37 2

Research on the implementation of accounting reforms in the public sector has increased over
the years although not in a steady trend (see Figure 2). With the COVID-19 pandemic there

was a fall in the number of publications pertaining to our topic.

Figure 2. Number of publications by year
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Locus of studies

The country analysis (Table 2) shows that there are 9 studies (5.6%) from Indonesia, 7 from
Italy (4.4%), and 6 from the United Kingdom (3.8%), while Portugal. Brazil, Spain, and Sri

Lanka have 5 studies each. The remaining articles include another 22 countries. There is a



degree of empirical breadth of research in the sample, with accounts from developed and

developing countries.

Table 2: Locus of studies

Countries Number of articles %
Indonesia 9 5.6%
Italy 7 4.4%
Portugal 6 3.8%
United Kingdom 6 3.8%
Brazil 5 3.1%
Spain 5 3.1%
Sri Lanka 5 3.1%
Belgium 4 2.5%
Colombia 4 2.5%
Czech Republic 4 2.5%
Greece 4 2.5%
Malta 4 2.5%
Costa Rica 3 1.9%
Estonia 3 1.9%
Hungary 3 1.9%
India 3 1.9%
Nepal 3 1.9%
Peru 3 1.9%
Argentina 2 1.3%
Australia 2 1.3%
Austria 2 1.3%
Bolivia 2 1.3%
Chile 2 1.3%
Croatia 2 1.3%
El Salvador 2 1.3%
Germany 2 1.3%
Ghana 2 1.3%
31 19.4%

Other single countries

Research methodologies



In terms of research methods, Table 3 shows that qualitative methods have the greatest
predominance (65.6%) in both developed and developing countries. Most qualitative studies
(22.2%) use survey methodology (Carvalho et al., 2012; Frank and Gianakis, 2010), followed
by interviews (17.8%), and 20.2% of the papers analyze data collected through case studies
(Lassou et al., 2018; Timoshenko, 2008; To6th, 2020) in the developed and developing

countries.

Quantitative studies represent 27.8% of all studies, with questionnaire and survey data
collection predominating (21.1%). In this methodology, most of the studies have been

conducted in developed countries.

Table 3: Research methodologies

Methodology Total % Developed Developing Multiple

countries countries countries
Qualitative 59 65.6% 31 27 1
Content analysis 7 7.8% 5 2 0
Descriptive 15 16.7% 10 5 0
Case study 20 22.2% 11 9 0
Interviews 16 17.8% 4 11 1
Historical analysis 1 1.1% 1 0 0
Quantitative 25 27.8% 16 8 1
Survey/Questionnaire 19 21.1% 12 6 1
Mixed Quantitative 3 3.3% 1 2 0
Compliance index 3 3.3% 3 0 0
Multiple 6 6.7% 4 2 0
90 51 37 2

Theories on the analytical framework

Table 4 reports the theories used in the studies analyzed. New public management and
institutional theory are the prevailing theories in studies in both developed countries (Agasisti
et al., 2018; Hyndman and Connolly, 2011; Inkina, 2019) and developing countries (McLeod
and Harun, 2014). In addition, many studies used multiple approaches that combine two
(Caruana, 2017; Cohen and Karatzimas, 2018) or more theories (Carvalho et al., 2007), which

is also the approach followed in studies from developed countries (Amirkhani et al., 2019;



Fahlevi, 2016). Finally, contingency theory is also used in the studies realized in developed

countries.
able 4: Theories on the analytical framewor
Table 4: Th th lytical f k
Theory Total % Developed Developing Multiple
countries countries countries
Not specified 26 28.9% 12 14 0
New public management 19 21.1% 15 3 1
Multiple approaches 15 16.7% 9 6 0
Institutional theory 11 12.2% 6 4 1
Contingency theory 3 3.3% 3 0 0
Neo-institutional theory 4 4.4% 1 3 0
Others 12 13.3% 5 7 0
920 51 37 2
4. Findings

4.1 Constraints for public accounting reforms implementation

Table 5 shows the main results of the study, with the distribution of the papers by constraint

topics, considering the developed, developing, and multiple countries.

Table 5: Constraints for public accounting reform implementation

Constraints Total Develol.)ed Developjng Multip.le
countries countries countries
Exogenous 83 48 32 3
Political environment and commitment 31 16 13 2
Complexity of standards 22 13 8 1
Legal framework 18 10 8 0
Lack of visible benefits 12 9 3 0
Endogenous 177 95 72 10
Lack of accounting knowledge and skills 60 32 26 2
Limitations of information technologies 32 17 13 2
Lack of training 25 14 9 2
Limited financial resources 21 8 11 2
Lack of human resources 14 6 7 1
Absence of internal control 13 8 4 1

Relationship between systems 12 10 2 0



Note: The sum of the articles is greater than the total number of articles analyzed. Each article can mention more
than one constraint and/or more than one country, and each country is analyzed by more than one article.

The exogenous factors about the implementation constraints of public accounting reforms that
we highlight are the political environment and commitment, the complexity of standards, the

legal framework, and the lack of visible benefits.

Political environment and commitment. In developed countries, the change of governments and
the different priorities of government departments are not conducive to smoothly functioning
reforms (Nakmahachalasint and Narktabtee, 2019; Reginato et al., 2010; van Helden and
Reichard, 2018). Previous studies demonstrated that there is a lack of governmental
commitment and involvement (Christiaens, 2001; Fuentes and Borreguero, 2018; Gomes et al.,
2015; Venieris and Cohen, 2004). For instance, van Helden and Reichard (2018) investigate
why central governments in European countries have moved to accruals budgeting while others
keep using cash budgeting, and find that stakeholders in government show more reluctance
when deciding on a budgeting concept than a financial reporting change, which is perceived as
being less essential. Based on the local government, Reginato et al. (2010) show that the
political environment and pressures discourage the introduction of new accounting tools in

Italy.

There is also evidence that in developing countries the political and administrative culture can
be one of the main obstacles to reforms, as politicians do not consider the management
innovations introduced by reforms as a priority in the agenda (Ahmad and Nasseredine, 2019;
Azevedo et al., 2020; Brusca and Martinez, 2016; Gémez-Villegas and Julve, 2012; Jani et al.,
2020; Rajib et al., 2019; Shehadeh, 2022; Yuliati et al., 2019). Highly complex, multi-level
government structures observed in developing countries such as Indonesia and Iran can also
have a negative impact on accounting implementation and complicate the transition process,
and sometimes institutions are not flexible enough to adapt to the necessary changes (Gémez-
Villegas and Julve, 2012; Lokuwaduge and Silva, 2020). In short, a cultural shift is needed to
move from a public administration based on procedures and compliance with laws to one that
focuses on a comprehensive quality government environment, analysis of results, efforts, and

performance (Ahmad and Nasseredine, 2019; Brusca et al., 2016).



Complexity of standards. Constraints regarding the complexity of standards were mainly
observed in developed countries (Fuentes and Borreguero, 2018; Reginato et al., 2010).
Otrusinova and Pastuszkova (2013) and find a lack of clear methodology for procedures of the
IPSAS adoption. In parallel studies, Ada and Christiaens (2017) find evidence that there is a
lack of guidance and templates for policies or procedures that should be adopted by the entity.
The complexity stems from the fact that the standards are not specific enough to address public
sector issues (Brusca and Martinez, 2016) and that there are difficulties in interpreting some of
the technical criteria for implementing the standards (Elmezughi and Wakil, 2018; Hladika,
2022; Hyndman, 2016; Jorge et al., 2007), with uncertainties and doubts surrounding accrual
accounting (Bruno and Lapsley, 2018; Santis et al., 2019).

In developing countries, previous literature suggests that the lack of conceptual definitions
creates difficulty in interpreting and implementing new accounting standards (Adhikari et al.,
2019; Ahmad and Nasseredine, 2019; Al-otoom and Alrabba, 2022; Brusca et al., 2016; Mattei
et al., 2020; Shehadeh, 2022). There is also evidence that the importance of translation needs
to be emphasized, recognizing that good translation and interpretation are also critical to

success in developing countries (Mohammadrezaei et al., 2013; Ada and Christiaens, 2018).

Legal framework. The legal framework has proved to be a negative factor in the
implementation of accounting in several developed and developing countries. For example,
Jones and Caruana (2014) found a reluctance to change the financial legislation in Malta, as
did Caruana (2017) in Italy, where legal instruments exist but are not properly interpreted.
Considering the institutional theory, some studies found that EU countries adopted a type of
corrective implementation by the imposition of European legislation but the normative form
and even mimesis did not follow the change of processes (Ciurea, 2018; Nasi and Steccolini,

2008; Panozzo, 2000).

In developing countries, studies highlight that the legal systems create conflicts and barriers to
implementing reforms at the level of public accounting (Adhikari et al., 2013; Brito and Jorge,
2021; Harun et al., 2021; Mbelwa et al., 2018; Mohammadrezaei et al., 2013; Nagirikandalage
and Binsardi, 2015; Thanh et al., 2020). Nyahunal and Doorasamy (2021) found that weak
environmental legislation spares them from developing and applying environmental

management accounting systems within local government.



Lack of visible benefits. One of the factors identified in developed countries is the lack of
visibility of the benefits from adopting of IPSAS (Agasisti et al., 2018) complemented by the
lack of incentives to participate in the change process (Bruno and Lapsley, 2018; Connolly and
Hyndman, 2006; Jorge et al., 2007; Nakmahachalasint and Narktabtee, 2019; Reginato et al.,
2010). In addition, some studies emphasize lack of penalties for those institutions that do not
apply new reforms (Ada and Christiaens, 2017; Christiaens and van Peteghem, 2007; Venieris
and Cohen, 2004).

In developing countries, empirical studies report the lack of penalties (Harun and Kamase,
2012; Sulu-Gambeari et al., 2018) and also the absence of performance-based rewards, both of
which have largely eroded the motivation of public administrators to engage in the change

process and get acquainted with new ideas (Rajib et al., 2019).

Regarding implementation constraints of public accounting reforms, the endogenous factors
that can be highlighted are the lack of accounting knowledge and skills, limitations of
information technologies, lack of training, limited financial resources, lack of human resources,

absence of auditing, and the relationship between systems.

Lack of accounting knowledge and skills. Lack of accounting knowledge and skills was the
most frequently cited barrier to implementing accounting reforms in the studies observed in
developed (Antipova and Bourmistrov, 2013; Christensen, 2002; Scheers et al., 2006) and
developing countries (Adhikari and Mellemvik, 2010; Rajib et al., 2019). In developed
countries, several studies have analyzed the influence of a lack of previous experience or
insufficient relevant expertise on accounting reform (Ding, 2000; Otrusinova, 2016; Santis et
al., 2019). Other studies cite this lack of resilience and change resistance as critical factors to
be considered (Agasisti et al., 2018; Arnaboldi and Lapsley, 2009; Christiaens and van
Peteghem, 2007; Gomes et al., 2015; Kowalczyk and Caruana, 2022; Tikk, 2010).

In developing countries, authorities and regulators show resistance to adopting change, as the
majority of public sector accountants are not trained and qualified for the implementation of
the accrual-based IPSAS. Previous studies demonstrated that neither workers nor management
have adequate financial and human resources for the implementation of the accrual-based
IPSAS, which leads to the top management withholding commitment to the implementation of

the accrual-based IPSAS (Ahmad and Nasseredine, 2019; Azevedo et al., 2020; Harun, 2007;



Ismaili and Ismajli, 2020; Tetteh et al., 2021; Thanh et al., 2020; Yuliati et al., 2019). The
resistance to change is one of the barriers (Al-otoom and Alrabba, 2022; Brito and Jorge, 2021;
Tetteh et al., 2021) because the age of senior managers has a negative impact on accounting
implementation (Neves and Gomez-Villegas, 2020) for fear of losing control over the budget

authority (Adhikari et al., 2019).

Limitations of information technologies (IT). Lack of technical support as an obstacle to
implementing an accounting system is notable, especially the lack of an IT system (Bruno and
Lapsley, 2018; Gigli et al., 2018; Hladika, 2022; Jorge et al., 2019; Lutilsky et al., 2016;
Scheers et al., 2006; Venieris and Cohen, 2004) in both developed and developing countries.
For instance, Caruana (2017) found that there was an insufficient allocation of funds for the
acquisition of the new IT system, resulting in a strong barrier to the implementation of the
accounting reform in Malta. In the same line, several authors argue that the implementation
requires changes in too many systems to accommodate the accounting process, as this
implementation sometimes creates an unwanted dependence on a commercial software

provider (Cohen et al., 2007; Klimavic¢ien¢ and Mykolaitien¢, 2007; Ridder et al., 2005).

Also in developing countries, technological weakness is one of the major factors affecting
IPSAS implementation (Ademola et al., 2020; Ahmad and Nasseredine, 2019; Harun et al.,
2013; Ismaili et al., 2021; Mbelwa et al., 2018; Yahya et al., 2018; Yuliati et al., 2019), which
makes process fairly difficult. Brusca et al. (2016) and Gémez-Villegas et al. (2020) show a
greater problem related to information technologies, demonstrating that the new financial
management information system was too complex, too expensive, and required too many

system changes.

Lack of training. Several studies point out that in developed countries one of the difficulties in
adopting accrual is the lack of training programs (Carvalho et al., 2007; Connolly and
Hyndman, 2006; Elmezughi and Wakil, 2018; Fuentes and Borreguero, 2018;
Nakmahachalasint and Narktabtee, 2019; Pina and Torres, 2002; Téth, 2020). In developing
countries, Rajib et al. (2019) found that in Bangladesh the lack of education and training
opportunities for government accountants largely eroded the motivation of public
administrators to engage in the change process and become acquainted with new ideas. The

same problem occurs in other countries, where education and training are largely insufficient



(Adhikari and Mellemvik, 2010; Ahmad and Nasseredine, 2019; Brito and Jorge, 2021; Brusca
et al., 2016; Simpson et al., 2020; Tickell, 2010).

Limited financial resources. In developed countries, the processes to implement accounting
reforms are very costly and involve many expenses, including staff training, hardware, and
software acquisition (Klimavi¢iené and Mykolaitiené, 2007; Lentner et al., 2020;
Nakmahachalasint and Narktabtee, 2019; Ridder et al., 2005). For example, in a recent study
about the constraints for the implementation of an accrual basis in public sector accounting in
Croatia, Hladika (2022) found that public sector managers rated financial resources as the
greatest constraint. The main reasons reported are the expected significant investments in

software, additional education, and employee training.

However, the limited financial resource constraint is mentioned much more in studies
conducted in developing countries (Ademola et al., 2020; Ahmad and Nasseredine, 2019;
Azevedo et al., 2020). In other words, developing countries have major difficulties in getting
adequate infrastructure and the human and financial resources to apply the standards (Brusca

et al., 2016; Harun et al., 2021; Shehadeh, 2022; Thanh et al., 2020).

Lack of human resources. Human resources are the pillar of any organization, and their lack
can compromise any type of reform, whether accounting or not. This problem is felt in
developed countries on reform accounting implementation (Eriotis et al., 2012; Fuentes and
Borreguero, 2018; Hladika, 2022; Jones and Caruana, 2014; van Helden and Reichard, 2018;
Ismaili et al., 2021).

In developing countries, empirical literature underscores scarcities of human capital (Brito and
Jorge, 2021; Gomez-Villegas et al., 2020; Mohammadrezaei et al., 2013) This problem is
confirmed by Yuliati, Yuliansyah, and Adelina (2019), who mention that this human resource
issue is found in almost all of the local governments sampled in Indonesia, that it is generally
difficult to find accounting staff with an accounting background, and that human resources are

inadequate in terms of quantity and quality.

Absence of internal control. In developed countries, the lack of internal control is identified as
a constraint to the implementation of public accounting reform (Ada and Christiaens, 2017,

Christiaens, 2001; Haldma and Kenk, 2014; Nakmahachalasint and Narktabtee, 2019). The



study of Carvalho, Camdes, Jorge, and Fernandes (2007) found that in Portuguese
municipalities there is no legal entity to perform audits and that in fact the audits are carried
out by the Court of Accounts and the General Financial Inspection authorities only to scrutinize
legal form and fiscal regularity. Audits do not assess compliance with the new accounting
system requirements in terms of policies and practices. The same problem was found in
Flemish municipalities, which are not subject to a professional full audit and so do not stimulate
the municipalities to comply with the reformed accounting regulations (Christiaens and van

Peteghem, 2007).

In developing countries, the problem is almost the same (Tetteh et al., 2021). An investigation
in Iran reveals that the lack of a single auditor in the executive systems is one of the most
important administrative problems of financial supervision of auditors in the implementation

of the public sector accounting system (Jani et al., 2020).

Relationship between systems. Previous studies point out that having various accounting
systems simultaneously without abandoning an earlier one is an obstacle to successful reform
implementation (Arnaboldi and Lapsley, 2009; Christiaens and van Peteghem, 2007; Hrlza
and Valouch, 2016; Hyndman and Liguori, 2018; Scheers et al., 2006; van der Hoek, 2005).
For example, Brusca and Julve (2014) addressed the duality of financial and budgetary
accounting systems, which is a barrier to implementing accrual accounting in Spanish local

governments.

Developing countries highlight the non-integrated systems. In Sri Lanka, Nagirikandalage and
Binsardi (2015) found that all the areas in accounting are not yet linked to each other, and in
Ghana, a lack of integration between human resources needs for organizations to engage with
their external environment is one of the main issues of modern institutionalism (Tetteh et al.,

2021).

4.2 Constraints - opportunities for future research

Developed and developing countries

Political environment and commitment are strong constraints on the reform of accounting
found in developed and developing countries. In both cases there is a lack of top management

support, a lack of support from the authorities, and the adoption of accrual accounting is not a



priority (Araya-Leandro et al., 2011). Gomez-Villegas et al. (2020) found that some countries
and governments are claiming that they follow the standards, ignoring their prerequisites and
the internal changes that their implementation requires. For future research it would be
interesting to compare developed and developing countries regarding different political

environments to adopt the IPSAS.

Previous studies have demonstrated that the lack of a system of penalties leads to less
commitment to IPSAS implementation on the part of the actors involved. Future research could
compare the results of the implementation of accounting reforms in cases where there have
been incentives for implementation, with cases where there have been penalties for non-
compliance, to assess which of the measures best contributes to the success of the reform in

the public sector.

The lack of accounting knowledge and skills is clearly the greatest factor of embarrassment in
the implementation of accounting reforms. Further research may address this factor, analyzing
whether the implementation of IPSAS contributed to the reduction of the lack of accounting
knowledge and consequently contributed to the increase in the quality of accounting reports in

the public sector in developed and developing countries.

The adoption of new accounting standards requires resources such as investments in IT
systems. Lutilsky et al. (2016) identified that the greatest constraint to the implementation of
the accrual accounting basis is political support and IT support. Scheers et al. (2006) sought to
determine whether the information technology system has caused problems in Australia and
the UK. Cohen et al. (2007) studied the IT failure experienced by Greek municipalities
resulting from shortcomings of the software provided by vendors. Additional research could
seek to identify whether the best solution for the implementation of accounting reforms is to
use computer systems designed and defined by software vendors or to develop IT internally.
An additional area of interest in IT systems would be to determine if developing and using
eXtensible Business Reporting Language (XBRL) for financial statements addresses the
challenges of a digital economy. XBRL has become mandatory in some countries for public
sector organizations that adopt new accounting reforms. Future research could explore if cost

reduction can be achieved by implementing electronic reporting (Grossi et al., 2023).



The absence of internal control is one of the factors identified in both developed and developing
countries that are always present in the implementation of accounting reforms. The results of
the study by Jani et al. (2020) underscore that auditors have a significant impact on the correct
implementation of the public sector accounting system. Further research should assess the

impact of the role of external auditors on the degree of implementation of accounting standards.
Developed countries

For developed countries, Fuentes and Borreguero (2018) concluded that regarding the number
of human resources, the need to increase the number of people who work in the financial
control area is apparent, especially in small local governments. This is one of the most
important variables that determine an organization’s administrative capacity at the micro and
macro levels (Duque, 2012). For future investigations we suggest the creation of Key
Performance Indicators (KPIs) that allow for a comparison of the implementation of IPSAS in
organizations with different administrative capacities and the quality of accounting information

according to the new public reforms.

In the public sector of developed countries, the coexistence of budget, finance, and
management accounting is frequent, each with its own rules and implementations at different
paces, which causes some discordance. For example, Brusca and Montesinos (2014)
determined that one of the demotivating factors in the implementation of IPSAS is the
ambiguity and lack of harmonization that occurs between budget accounting and accrual
accounting. It is therefore important to investigate this dichotomy by analyzing public sectors
that have implemented budgetary, financial, and management accounting to assess the

problems and benefits of coexistence.
Developing countries

The complexity of standards is most often seen in developed countries, with many uncertainties
and doubts surrounding exercise accounting in the public sector. There is an underestimation
of the complexity of financial accounting, especially its requirement to value and register assets
(Adhikari et al., 2019; Scott et al., 2016). This is probably because the process of accounting

harmonization is based on the application and adoption of models based on Anglo-American



traditions. Future research might examine the relationship between the level of development

and the level of implementation of IPSAS in a country.

The implementation of accrual accounting carries very high costs that become difficult to bear,
especially in developing countries. Authors such as Ademola et al. (2020) and Ahmad and
Nasseredine (2019) defend that a considerable amount of money should be set aside for the full
adoption and implementation of [IPSAS. This could be done by requesting support from various
financial institutions, based on experiences using know-how and various donor projects, to
finance and support the reform and its costs. Shehadeh (2022) argues that international
institutions such as the IMF and World Bank should provide technical and financial assistance
to developing nations in their implementation of IPSAS. Future investigations could compare
the efficiency and effectiveness of implementing accounting reforms among countries that have
had external financial assistance to implement such reforms compared to countries that have

not.
4.3. Stimuli for public accounting reforms implementation

Table 6 shows the main results of the study, with the distribution of the papers by stimuli topics,

considering the developed, developing, and multiple countries.

Table 6. Stimuli for public accounting reform implementation

Developed Developing  Multiple

Stimuli Total . . .
countries countries countries
Exogenous 21 9 12 3
External pressure 17 5 10 2
Financial crisis 7 4 2 1
Endogenous 50 29 19 2
Internal pressure 17 6 10 1
Modernization or improvement 16 9 6 1
Consultants’ involvement 9 6 3 0
Accounting expertise 8 8 0 0

Note: The sum of the articles is greater than the total number of articles. Each article can mention more than one
stimulus and/or more than one country, and each country is analyzed by more than one article.



Regarding implementation stimuli of public accounting reforms, we found external pressure

and financial crisis as the leading exogenous factors.

External pressure. The reform in the public sector toward improving accounting and financial
information has been strongly influenced by the involvement of international organizations
(Adhikari et al., 2011; Grossi and Soverchia, 2011; Lokuwaduge, 2016; Yapa and Ukwatte,
2015). Christiaens et al. (2015) examine the external pressures of the new public reforms and
found that within them there are different external pressures to adopt new public reforms. For
example, Sweden, Finland, and the Netherlands were leaders in the new accounting
developments, contrary to Romania and Ukraine, where the transition to accounting reforms
has not been easy since the end of the communist era. Eastern European countries including
Bulgaria, Croatia, Slovakia, and Slovenia appear to adopt the IPSAS more intensively,
motivated by their wish to adhere to the EU. Finally, the harmonization process has been weak
and partial in Italy, France, and Spain due to inadequate harmonization among different levels
of government, which was then reflected in external harmonization (Ada and Christiaens, 2018;

Gomes et al., 2015; Haldma and Kenk, 2014).

External pressure is very pronounced in developing countries but previous studies indicate that
the reasons are different compared to developed countries. Due mainly to ethnic and political
conflicts and sometimes wars, developing countries depend largely on international aid and
loans for development activity, which has resulted in high external debt. Consequently, due to
their elevated dependence on international funding and other resources, developing countries
are under pressure from international organizations to adopt public sector accounting reforms
for better accountability and transparency (Adhikari et al., 2013; Harun et al., 2021; Krishnan,
2021; Lokuwaduge and Silva, 2020; Mbelwa et al., 2018; Tetteh et al., 2021).

Financial crisis. In times of financial distress and scarce resources, the need for this kind of
information is even greater. The global financial crisis caused great turbulence in various
European countries, mainly evident in financially weaker member states such as Spain,
Portugal, Italy, and Greece. This led to the development of a unique formation of external fund
providers aiming to provide financial support to developed countries in need. For example, in
Portugal the financial crisis was attributable to a great dependence on money lent by the IMF.

The Portuguese government has now been reforming its financial information systems



following international requirements oriented to IPSAS, copying the changes successfully
introduced by other countries (Gomes et al., 2015). In the same line, Agasisti, Catalano, and
Erbacci (2018) also found that the dramatic crisis involving Italy’s national debt highlighted

the need to improve financial reporting within governments and public sector organizations.

In developing countries financial crises are the drivers of most changes in public
administrations. Sri Lanka is largely dependent on international aid and loans for development
activity and the adoption of the accrual-based IPSAS as a measure of the effective use of public
sector resources and transparency of financial information systems in the public sector
(Lokuwaduge and Silva, 2020). Harun, Eggleton, and Locke (2021) mention that the Asian
efforts to reform public sector finance practices following the financial crisis became a priority
to make the handling of government expenditures more efficient and economical. Also, in Latin
America the reforms of public financial management originally sought greater fiscal stability,
intending to improve public finances and encourage economic growth in several waves

(Goémez-Villegas et al., 2020).

Internal pressure, modernization and improvement, consultant involvement and accounting
expertise were found to be the most important endogenous factors regarding the

implementation stimuli of public accounting reforms.

Internal pressure. The literature shows that local governments have largely perceived
consolidated financial statements as a tool that they can use to provide a clearer picture of their
efficiency and effectiveness in the use of public resources while improving their transparency
and raising the public’s perception of their organizational conduct (Santis et al., 2019). In
European countries such as Portugal (Gomes et al., 2015), Estonia (Haldma and Kenk, 2014),
Hungary (Lentner et al., 2020), and Malta (Jones and Caruana, 2014) pressure from the central
and local governments is seen as a stimulus in accounting reform through the adoption of the
business accounting model to improve the economy and the efficiency and effectiveness of

government operations.

Achieving improved efficiency, effectiveness, and transparency are very important incentives
in developing countries in their accounting reforms that include mechanisms to fight corruption
and increase accountability, which would allow for a more accurate assessment of the use of

resources (Brito and Jorge, 2021; Gomez-Villegas et al., 2020; Krishnan, 2021; Mbelwa et al.,



2018; Nagirikandalage and Binsardi, 2015; Rajib and Hoque, 2016). For instance, Harun and
Kamase (2012) pointed out that the adoption of the new reporting system in Indonesia was
stimulated by the wish to improve government organizations’ performance. Tetteh et al. (2021)
found that the pressure coming from stakeholders was one of the main drivers of the
government’s decision to adopt, implement, and use integrated financial management

information systems (IFMIS) for the management of public financial resources.

Modernization and improvement. In public finances the books have become up-to-date, the
classifications have been rearranged, and the use of appropriations complies with the relevant
requirements (Ismail et al., 2018; Santis et al., 2019). For that, Hungary made a transition to
accrual accounting, and the efficiency of business management has improved and has become
more transparent, while accountability has also improved (Lentner et al., 2020). The fact that
the government does not have a formal accounting system that is considered “modern” by the
external environment makes it vulnerable to claims of negligence. This happened in Malta and
it explains why a government would develop a new accounting system before deciding on the
broader conceptual design features behind that new system (Caruana, 2017; Jones and Caruana,
2014; Kowalczyk and Caruana, 2022). In addition, Haldma and Kenk, (2014) found that the
public sector in Estonia saw the expanding NPM concept for improving the efficiency and
effectiveness of the public sector based on better financial and non-financial information, as a

significant incentive for accounting reform.

In developing countries such as Colombia and Peru, for example, the main stimulus in the
harmonization and adoption process of IPSAS has been the aim to modernize accounting
systems, seeking to increase transparency in the use of financial resources (Brusca et al., 2016).
Simpson, Tetteh, and Agyenim-Boateng (2020) determined that a major aim of the adoption
and implementation of new accounting reforms in Ghana is to enhance transparency and
accountability in the use of public resources and to reduce wasteful spending, and at the same
time enhance credibility in the management of public resources and ensure improvement in

budgeting preparation and execution.

Consultants’ involvement. Consultants’ involvement can help to solve the skills shortages that
have hampered IPSAS adoption, can provide the technical expertise needed to improve

performance, and provide an enabling environment for IPSAS adoption. In developed



countries, an incentive for the implementation of accounting was found, namely the
involvement of consultants (Connolly and Hyndman, 2006; Eriotis et al.,, 2012;
Nakmahachalasint and Narktabtee, 2019). This can be found in the Flemish government, where
the mere involvement of consultants can be considered a significant factor positively affecting
the level of compliance to the reform at different periods (Christiaens and van Peteghem, 2007).
The study conducted by Haldma and Kenk (2014) revealed auditors’ requirements to be a
stimulus for governmental accounting reform, as they substantially improved the accounting
procedures in Estonian local governments moving toward the accrual basis and business
accounting, and supported the formation and delivery of fairer and more reliable financial

information (Christensen, 2002).

In developing countries, previous studies found consultants’ involvement to be a stimulus for
IPSAS adoption. For example, Shehadeh (2022) found that the involvement of external and
internal auditors throughout the implementation process is one of the most important pre-
requisites for the successful implementation of accrual-based IPSAS in the Jordanian public

sector.

Accounting expertise. Ismail et al. (2018) mention that “change valence” has a significant
impact on the willingness to adopt accrual accounting. However, the level of education of the
accounting department staff and the level of specific training are important positive factors in
explaining the alternative implementation scenarios adopted by different organizations in
developed countries (Eriotis et al., 2012; Hyndman and Liguori, 2018). These alternative
implementation scenarios are improved by the available accounting, regular assessments, and
corrective actions that are perceived by the departments as being more efficient and effective

(Scheers et al., 20006).

In an attempt to understand why central governments in some countries have moved to accruals
budgeting while others continue to use cash budgeting, given that both groups of countries
share that their financial reporting system has become accruals-based, van Helden and
Reichard (2018) analyzed four countries: Belgium, Portugal, the United Kingdom, and Austria
and found that accrual-based accounting information would require more accounting expertise
than cash-based accounting information from public sector managers and especially from

politicians. In Austria, the reform was facilitated by accrual elements already existing in the



formally established hybrid bookkeeping system. In Greece, Eriotis, Stamatiadis, and Vasiliou
(2012) analyzed the implementation of accrual financial and cost accounting practices in public
hospitals and concluded that the education level of accounting department staff and the level
of specific training are important positive factors in explaining the alternative implementation
scenarios adopted by different public hospitals. In Malaysia, the government continually
ensures the availability of experts and human capital to ensure the successful transition from

cash accounting to accrual accounting (Ismail et al., 2018).

In developing countries, there are no studies identified that directly point to accounting
expertise as a stimulus for IPSAS adoption. For instance, in Indonesia the government took
special note of the accounting staff’s competence, recruited new accounting staff, and
encouraged the accounting staff to pursue higher education (Mulyani et al., 2018). In Cape
Verde, Brito and Jorge (2021) analyzed the process of institutionalization of a new public sector
accounting system and found that one of the drivers of the reform was a dominating doctrine

of business accounting.

4.4 Stimuli — opportunities for future research

Developed and developing countries

The global financial crisis shifted the focus of accounting and financial management of the
public sector in both developed and developing countries. IPSAS adoption in European
countries has arisen after financial crisis to improve trust and comparability and quality of
public sector accounting information (Brusca and Martinez, 2016). For example, in Portugal
the financial crises that occurred were a stimulus to improve the accounting and reporting
situation (Gomes et al., 2015). In Greece, despite the crisis that led to operations under special
circumstances of financial pressure, the choice was to strengthen the existing money-based
budget system (Cohen and Karatzimas, 2018). The recent crises represent an opportunity to
explore the role of accounting under extraordinary conditions and difficult times. Future
research needs to look more at the how the power of accounting can be used to buffer and
anticipate the consequences of financial crises (Steccolini, 2019). Accounting systems can thus
play a considerable role in shaping how crises are perceived and interpreted, providing

organizations with tools and capacities to deal with unexpected events.



The modernization of governmental accounting has spread around the world. In both developed
and developing countries governments are aware of the importance of modern accounting
systems (Brusca and Martinez, 2016). Kowalczyk and Caruana's (2022) study mentioned that
showing how the traditional cash-based budgetary accounting system has persisted amidst
attempts by governments to “modernize” their accounting systems to perhaps meet private
sector professional expectations reveals comprehensibility legitimacy. The modernization of
governmental accounting brings new attention to how the technologies and digital solutions
transform the way the public sector works. This may provide oportunities for future research
to investigate how the public sector uses the different forms of information and communication
technologies that offer the possibility of more efficiency in the adoption of international

accounting standards (Grossi et al., 2023).

Concerning the factor of internal pressure as a stimulus in the implementation of accrual
accounting, it should be seen that organizations in both developed and developing countries
are also under internal pressure to implement accounting reforms, especially as managers see
this reform as a way to improve the transparency of results. Simpson et al. (2020) state that
accounting reform promotes efficiency, effectiveness, accountability, transparency, data
management security, and comprehensive financial reporting to reduce wasted spending and
corruption. Further research can investigate if in the countries where IPSAS has been
implemented, there was an increase in efficiency and effectiveness in the management of public

money.

Analyzing the consultants’ involvement factor in developed and developing countries, external
management consultants have been identified as key levers in the process of changing
management practices in the public sector and facilitating the implementation process as
technical implementation support and also as a “source of knowledge” (Lassou et al., 2018).
Christensen (2002) concluded that the role of management consultants in the promotion,
design, and implementation of public sector exercise accounting has been one of the most
significant instances of epistemic influence on the inner workings of government over the past
two decades. Future investigations can be carried out to determine how the quality of external

consultants is a decisive stimulus in the implementation of IPSAS.

Developed countries



In developed countries accounting experience is a stimulating factor in the implementation of
new international standards. Hyndman and Liguori (2018) showed that the changes in
Westminster’s public accounts were reinforced by the experience of the actors. Further research
could also investigate how legitimation strategies enable actors to establish and exercise
different power relationships during processes of change. Accounting experience can lead
public sector organizations to develop new reporting tools in combination with the use of IT to
create additional spaces for democratic participation (Grossi et al., 2023). Hence, future studies
can investigate how the new reforms adoption use accounting experience to prepare and
communicate information for citizens and other stakeholders. Internet and social media are
digital tools for capturing citizens’ perception about new public reforms adoption, involving
them in public administration activities and increasing transparency for several stakeholders
(Cohen et al., 2017). In turn, it would be interesting to investigate how accounting experience
in using the digital tools can also be useful when preparing financial and non-financial reports

for communicating with stakeholders.
Developing countries

Developing countries are known to often have weak or limited public financial management
and accounting systems (Sellami and Gafsi, 2019), and the adoption of accounting reforms is
the external factor that can signal improvements in public sector financial reporting systems
(Tawiah and Soobaroyen, 2022). The institutions are providers of conditional promises of
legitimacy, by which conditions require the state to agree on convergence with international
standards. Krishnan (2021) pointed out that these institutional influences may likely lead to the
existence of disparities between reasoning and real reasons for government accounting reforms

undertaken by developing countries.

So far, a number of factors such as regulation, the experience of private sector international
standards, openness, public value, and co-production are associated with IPSAS adoption. In
turn, it would be interesting to examine the consequence of implementation of public
accounting reforms, and how external pressures from IPSAS adoption translate into benefit
outcomes for these countries. In addition, whether external pressures from international

institutions such as the World Bank, IMF, African Development Bank, and Asian Development



Bank, in the context of policital and conceptual challenges, have actually led to increased

quality of accounting information (Polzer et al., 2019).
5. Conclusion

This article discussed the adoption of IPSAS in the public sector in developed and developing
countries, identifying the constraints and stimuli mentioned in 90 papers published from 2000
to 2022. It also addressed a number of perceptions of those involved in the implementation of
IPSAS in developed and developing countries, and provided a robust research agenda to

explore during the coming years.

Implementation of public accounting reforms in the developed and developing contexts
remains the subject of considerable debate (Polzer et al., 2021). Addressing NPM theory and
institutional teory, this paper identified constraints and stimuli factors in the implementation of
public accounting reforms as well as the differences between developed and developing
contexts. The main results suggest that there are differences between constraints and stimuli in
the implementation of accounting standards between developed and developing countries. This
is comprehensive, as the developed countries have used different approaches in the adoption
of IPSAS and are in different stages of adoption, as compared to developing contries (Rossi et
al., 2016). So far, it is widely argued that a number of factors such as political environment,
regulation, corruption, financial resources, and salience of public sector organization differ

between developed and developing countries (Tawiah and Soobaroyen, 2022).

Institutional theory emphasizes that the successful implementation of new accounting reforms
relies on the actions of individuals and groups, who employ various logics to ensure consensus
(Lapsley and Pallot, 2000). When examining the differences between developed and
developing countries, research grounded in institutional theory suggests that the specific
arrangements of institutions, intertwined with locally constructed issues, play a significant role
in determining which accounting system is adopted and the type of government involved
(Harun and Kamase, 2012). Moreover, the pressure to adopt IPSAS is particularly evident in
developing countries due to the influence exerted by international donors and organizations

(Polzer et al., 2021).



In terms of constraints, we find evidence that the main factor in developed countries is the lack
of training, whereas in developing countries it is the limited financial resources. In addition,
we identify constraints that are relevant in both developed and developing countries, such as
the lack of accounting knowledge and skills, and limitations of software and information
technologies. In turn, this study delineated the future directions for research on constraints
factors in the adoption of public sector accounting. An ongoing debate about global
implementation of public accounting reform includes a continuing suspicion that the costs of

implementation far outweigh the benefits.

In terms of stimuli, we find evidence that the main factors in developed countries are
modernization or improvement and accounting expertise, and in developing countries, external
and internal pressure. Interestingly, accounting expertise is the stimulus for IPSAS adoption
identified for developed countries. In addition, we identify stimuli that are relevant in both

developed and developing countries, such as consultants’ involvement and financial crisis.

The previously presented overview highlights several areas that are more mature within
accounting studies (political environment, accounting knowledge and skills, financial crisis,
external and internal pressure) or are developing (modernization, financial resources, internal
control) depending on the country context. The most unexplored stages in the IPSAS adoption
are the lack of human resources in the developed countries and the relationship between
systems and lack of visible benefits in developing countries. Future research needs to address
these issues and investigate the role of some accounting quality factors as a consequence of
IPSAS adoption, such as readability (Ciurea, 201), and public values of accounting reforms
(Bracci et al, 2021). Simultaneously, tecnological innovation has also profoundly modified
public sector accounting, including the digital forms of information and communication
technologies that are gaining interest in theory and practice for their potential to reach
stakeholders (Jayasinghe et al., 2020). Accounting experience in using the digital tools also

affects preparing financial and non-financial reports for communicating with stakeholders.

This study makes a significant contribution to academic knowledge and holds practical and
social implications. It presents a comprehensive systematic literature review that analyzes all
relevant studies on the adoption of IPSAS in the public sector, encompassing both developed

and developing countries. By identifying the constraints and stimuli associated with IPSAS



adoption, this study offers valuable insights for future research directions, making a meaningful

contribution to academia.

The findings of this study hold practical relevance for public organizations currently engaged
in the implementation of accrual accounting and, specifically, the adoption of IPSAS. The
study's insights can assist these organizations in navigating the challenges and opportunities
that arise during the implementation process. Additionally, the findings are pertinent to
countries and their organizations that are considering undertaking the adoption of IPSAS,
providing valuable guidance and lessons from the existing body of literature. This study holds
significant value for managers of organizations involved in the transition to exercise
accounting, as it identifies key factors that can assist them in making informed decisions during
this process. By understanding the factors discussed in this study, managers can make more
effective choices and navigate the challenges associated with transitioning to exercise

accounting.

Furthermore, this study has broader societal implications. It sheds light on the factors that
influence the paradigm shift towards greater transparency in public accountability, benefiting
both citizens and taxpayers. By highlighting these factors, the study contributes to fostering a
more transparent and accountable public sector, which ultimately enhances trust and

accountability between the government and society.
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