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The Place of IPSAS in PFM 

• IPSAS and accrual accounting 

• Accrual accounting - one element of PFM 

• A PFM system is a system 
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Accrual Accounting and IPSAS 

• Accrual accounting 

– the value of good information 

(cf. cash information) 

• IPSAS:  

– the value of independent 

accounting policies 

– The value of comparable 

accounting information 

 



cipfa.org 

A Whole Systems Approach 
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Development and Adoption of 

IPSAS 

• New Zealand origin of 

accrual based PFM 

• Demonstration effect 

• Application elsewhere? 

• IPSAS program within 

IFAC 
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The Economist’s 

View: 
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Original Objectives 
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IFAC PSC Strategic 

Plan – 1996 
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2017 OECD Accrual Survey 

In 15 years, from 

24% to 73% of OECD 

Countries use accrual 

accounting.  

 

Another 9% are 

transitioning. 
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IPSAS – the benchmark 

IMF IPSAS are the only international accounting standards designed for the  

public sector (2014) 

EC IPSAS is currently the only internationally recognized set of public  

sector accounting standards  (2013) 

World Bank As the only available international financial reporting standards for governments that are 

based on generally accepted accounting principles, IPSAS can contribute to greater 

quality, consistency, and comparability of government financial information within and 

between jurisdictions. (2004) 

FEE International standards (IPSAS) already exist. They are the only recognized set of 

international standards. (2014)  

IFAC High-quality and timely accrual-based financial reporting in the public sector can be 

achieved through the adoption of globally-accepted, high quality reporting standards 

developed specifically for the public sector, i.e., IPSASs.  (2014) 

IIF The IIF supports the implementation of international public sector accounting standards 

(IPSAS) for governments due to their importance for global growth and stability.  (2013) 
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However… 

 

 

 

 

 

38% of OECD countries 

implementing accrual 

budgeting.  
 
 

About 50% of OECD 

countries budget on a cash 

basis and report on an 

accrual basis. 
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And  Further… 

 

 

 

 

 

Only 2 OECD countries 

appropriate fully on an 

accrual basis.  

 

The result is very mixed 

incentives. 
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A Problem Recognized… 
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OECD – Challenges and Strategies 
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“Reforms gone Wrong” (1) 

• Inattention to authorizing environment 

• Ambitions beyond capability 

• Lack of MoF commitment 

• Impatience and lack of persistence 

• Key person risk 

• Capability shortages 
  

Source: Graham Scott, Fourth Asian Regional Conference on PFM, November 2014 
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“Reforms gone Wrong” (2) 

• Central-local financial relationships 

• Inattention to public enterprises et al. 

• Large scale ICT projects 

• Inflated expectations of PFM 

• Donor relationships 

• Project planning and management 

capability 

 Source: Graham Scott, Fourth Asian Regional Conference on PFM, November 2014 
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So How Is It Going in NZ? 
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So How Is It Going in NZ? 

Global 

Financial Crisis 

Canterbury 

Earthquakes 
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And comparatively? 
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And then there are the excuses… 

1.    They cannot go bankrupt 

2.    They can always raise more taxes 

3.    Their debt is risk-free 

4.    Timely financial information is not required, because 

no decisions are based on it 

5.    It costs too much to implement a proper accounting 

system 

6.    Politicians are not intelligent enough to understand 

financial statements 

7.    Voters do not need to understand their government’s 

financial position and performance 

8.    Voters are not intelligent enough to understand 

financial statements 

9.    Credit rating agencies do not need financial 

statements to assess credit risk 

10.    Governments do not have the staff resources 

needed to produce financial statements 

11.    Economic statistics do not need to be based on 

reliable accounting information 

12.    Economists do not understand accrual accounting 

13.    Public services can be delivered efficiently without 

knowing what they cost 

 

14.    Governments have always managed their finances 

well without proper accounting 

15.    Governments can always legislate to address 

financial difficulties 

16.    Investors in sovereign debt do not need protection 

17.    Government-owned assets are not for sale 

18.    Only cash matters, other assets and liabilities are 

not important 

19.    Large governments are too complex to account 

properly 

20.    Small governments do not have the resources to 

account properly 

21.    The current generation will be happy to pay the 

pensions of the old folk 

22.    Public servants will be happy to forgo their 

pensions if it is necessary to maintain public services 

23.    Financial systems that make corrupt behaviour 

more difficult are not needed as governments always act 

in the public interest 

24.    Events outside their control, for which they cannot 

be held accountable, can have an impact on a 

government’s financial position 
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