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The purpose of the article is to provide a comprehensive understanding of the implementation of International
Public Sector Accounting Standards (IPSAS), drawing on case studies and empirical evidence. Harmonization of
financial reporting in the public sector has been a significant accounting reform initiative in recent years. IPSAS
have emerged as an international benchmark for evaluating these changes. This article reviews scientific literature
on the transition to IPSAS in developing countries, analyzing how transition to IPSAS helps building accountability
in public sector. The methods used include a systematic review of scientific articles, case studies, and reports from
international organizations. The article aims to offer insights into the practical aspects of IPSAS adoption and to
identify key factors that contribute to successful implementation.
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MeToto CTaTTi € HalaHHs BCEBIYHOro po3yMiHHS mpouecy iMnaemeHTauii MibkHapogHux cTaHAapTiB OyxranTtep-
CbKOro 061Ky Ansa gepxasHoro cektopa (MCBO/C), cnupatyunch Ha TeMaTUYHI AOCAIMKEHHS Ta eMMipuUYHi AaHi.
apmoHi3auis thiHaHCOBOI 3BITHOCTI B IepXXaBHOMY CEKTOPI CTasia 3Ha4HOHO iHiLiaTUBO peddopMyBaHHSA Byxrantep-
CbKOro 06Ky B ocTaHHi pokn. MCBO/LC cTasin MixXHapo4HNM eTasIOHOM /15 OLLIHKM LinX 3MiH. Mepexig Ha MCBO/LC
y KpaiHax, L0 PO3BMBAOTLCA, € CKMIAAHUM Ta HEMPOCTUM MNPOLLECOM, asie BiH NPOMOHYE 3HaYHi nepesarn 3 Tou-
K1 30py MiABWLLEHHS NiA3BITHOCTI, NPO30POCTi Ta eDEKTMBHOCTI B AepxaBHoMy cekTopi. MCBO/C 3abe3neuytoTb
KOMIMIEKCHY OCHOBY A/151 PiHAHCOBOT 3BITHOCTI, SIKa rapaHTye Y3roKeHICTb Ta NOPIBHAHHICTL (hiHaHCOBOT iHGhopMa-
LiT B Pi3HMX HOPUCAMNKLiSIX. 3aCTOCOBYOUM KOMMIEKCHMIA Ta NOeTanHuin nigxig, ypsaan MOXyTb YChilWHO BNPOBaAmTH
MCBO/C Ta nobyaysatu 6inblu Mig3BITHWIA Ta NPO30PWIA AepXaBHUA cekTop. MeToay AOCNIMKEHHS BKIKYAOTb
CUCTEMHUIA aHani3 HayKoBKX CTaTeil, TeMaTWYyHUX AOCAiKEeHb Ta 3BITiIB MbKHapOLHWMX opraHizauiid. Y crarTi fo-
CNiKEHO HayKOBY niTepatypy wono nepexofy Ha MCBO/C y kpaiHax, Lo po3BUBalOTbLCH, Ta NpoaHanizoBaHo, Ak
imMnnemeHTavia MCBOC crnpuse y hopMyBaHHi Nig3BITHOCTI B AePXaBHOMY CEKTOPi. Ha OCHOBI KpUTUYHOIO Ornsay
niTepatypm woao snpoamxkeHHss MCBO/C B kpaiHax, L0 pO3BMBAKOTLCS, BU3HAYEHO K/THOUOBI acnekTu, siki Heoo-
XiAHO BpaxoByBaTW B MPOLECi BNPOBaMXEHHS pedhopmy B raslysi 6yxrasiTepCbkoro 06/1iky B AepXaBHOMY CEKTOPI.
O6r'pyHTOBaHO NOTEHLiHI NepeBaru Big BnpoBamkeHHss MCBO/C, 30kpeMa NOCUIEHHS Mig3BITHOCTI Ta NPO30pPOCTi,
MOKpaLLeHHA NpoLecy NPURHATTA pilleHb Ta MigBULLEHHS e(DEKTUBHOCTI, @ TaKOX BU3HAYEHO OCHOBHI BUKMKK. 15
ycniwHoro BnpoBagpkeHHss MCBO/C 3anponoHOBaHO 3acToCyBaTU MOETanHWIA Nigxia, SKWA BKIOYAE Taki eTanu:
3a6e3neyeHHs NoAITMYHOT NIATPUMKM Ta TEXHIYHOTO NiAePCTBa; BU3HAYEHHS Linei Ta 06csAry pechopmu; CTBOPEHHS
crnevjanbHOi KOMaHaM 3 NUTaHb PedIOPMU; OLiHKa BUTPAT Ta PO3pobKa naaHy fjil; po3BUTOK NOTEHLiasTy YPsSiA0BUX
CNY)XOO0BLiB; 3a/ly4eHHs 3aLiKaB/IeHMUX CTOPIH Ta CMPUSHHA NPO30POCTi. MNpakTUYHa UIHHICTb pe3ynbTaTiB A0C/li-
[DKEHHA nosisrae y pO3KpUTTI NPaKTUYHUX acnekTis BnpoBamkeHHs MCBO/C Ta BUOKPeM/IEHHI K/UHOBYX (hakTopiB,
LLO CrpuATL yenilwHoMmy npouecy imnaemeHTayii MCBOAC kpaiHamu, Wo po3BMBAKOTHLCS.

KniouoBi cnoBa: 6yxrantepcbkuii 06nik, hiHaHCOBa 3BITHICTb, 06/1iK 32 METOAOM HapaxyBaHHS, NPO30pICTb,
[lep>XXaBHUIA CEKTOP, CUCTeMa ByXra/iTepCcbKoro 06MiKy B AEPXaBHOMY CEKTOPI.
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Statement of the problem. The International
Public Sector Accounting Standards (IPSAS) are
a relatively new initiative aimed at strengthening
public sector financial reporting. Established
and governed by the International Public Sector
Accounting Standards Board (IPSASB) since
1986, these standards have gained momentum,
particularly following the sovereign debt crisis
in 2008, which highlighted the need for greater
transparency in the public sector [2; 3; 4]. IPSAS,
rooted in New Public Management principles,
seeks to apply accrual reporting technigues
from the private sector to the public sector.
The IPSASB has developed these standards
with the long-term goal of unifying governmental
reporting and moving away from traditional
cash-based systems.

According to the International Labour
Organisation, over 80 entities, including the
UN, have adopted IPSAS either directly or
indirectly (ILO, 2021). The adoption of IPSAS
is widespread, with implementations in Europe
[5,6], Africa [7; 8], and Asia [9; 10]. Some
governments, like Indonesia, have developed
their own governmental accounting standards.
However, IPSAS has faced resistance due
to a lack of understanding of its benefits [11],
inadequate education on accrual accounting
[12], and limited evidence of its use in decision-
making [13; 14]. Areview of transnational studies
explores how implementation of IPSAS affects
accountability in public sector.

Analysis of recent research and
publications. Recent academic research on the
adoption of IPSAS in emerging economies and
low-income countries conducted a systematic
assessment of peer-reviewed journals, covering
41 articles since the standards were published
since 2003 [15]. Another study was conducted by
the World Bank to assess application of IPSAS
in Afghanistan [16].

In Middle East North Africa (MENA) Region,
World Bank jointly with International Federation
of Accounts (IFAC) and Arab Federation of
Accountants and Auditors (AFAA) conducts
ongoing research on transparency and
accountability in the region. As of June 2022 only
11% of member jurisdictions in MENA fully
adopted IPSAS, whereas 53% have partially
adopted the standards in MENA [17]. According
to the International Public Sector Financial
Accountability Index, developed by IFAC and
CIPFA, 46% of jurisdictions in the MENA region
intend to either fully adopt IPSAS, adapt it
to their local context, or implement national
standards aligned with IPSAS by 2030. These

findings reflect encouraging momentum for
accrual-based accounting across the region,
and an opportune moment to promote dialogue
and knowledge-sharing between countries that
have already transitioned from cash to accrual
accounting and those that are still in the process.
A comprehensive implementation strategy at
the national, sectoral and entity level is key,
where success depends on effectively syncing
these plans, as demonstrated in Saudi Arabia
[18]. Other jurisdictions in the region are also
transitioning to accrual-basis accounting butneed
capacity-building support from the international
development community for training auditors on
auditing IPSAS-based financial statements.

In Kenya, according to the Public Expenditure
and Financial Accountability (PEFA) Assessment
report, published by the PEFA Secretariat in
March 2020, one of the biggest barriers to a
transition to accrual-basis IPSAS accounting is
insufficient information on the stock and value
of non-financial assets held by the ministries,
departments and agencies (MDAs), due to
inadequately maintained fixed asset registers
and rudimentary monitoring of the fixed assets’
stock [19].

In Eastern Europe and Western Balkans,
according to the study conducted using data
from the Public Sector Accounting and Reporting
Program (PULSAR) [20], which the World
Bank has rolled out across 12 participating
countries: Albania, Armenia, Azerbaijan, Bosnia
and Herzegovina, Croatia, Georgia, Kosovo,
Moldova, Montenegro, North Macedonia,
Serbia, and Ukraine, collectively referred to
as PULSAR countries. The practices of public
sector accounting and financial reporting in
these countries exhibit considerable variation,
heavily influenced by their historical governance
structures, such as those from the former USSR
and Yugoslavia. This influence is evident in
their legislative frameworks, reporting systems,
and accounting methods. For example, the
emphasis on asset management and adherence
to bookkeeping standards is a remnant of the
central planning era, still evident in several of
these nations. These historical factors have
shaped key aspects like the recognition,
measurement, and reporting of financial and
non-financial activities, ultimately impacting
the quality and completeness of the financial
reporting. Overall, among the PULSAR countries
the following accounting regimes were identified
in 14 reviewed jurisdictions:

— 2 jurisdictions use a cash accounting
basis;
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— 4 jurisdictions use an accrual accounting
basis;

— 8 jurisdictions use modified cash/accrual
accounting systems.

At the same time, most of countries in the
PULSAR program are in a transitional phase
between cash and accrual accounting [21], which
is a common elementin their heterogeneous PSA
environment. There is an evident high motivation
to reform, even though most countries lack the
necessary resources and support within their
government and institutions to direct significant
resources towards an accrual reform. Reasons
for this high motivation are based on internal and
external factors, or drivers, which influence the
reform process.

A study published in Public Organization
Review analyzed data from 107 countries and
found that IPSAS adoption significantly enhances
governance quality in developing nations [22].
The research indicates that both cash-based
and accrual-based IPSAS contribute to improved
transparency and accountability, with accrual-
based standards having a more pronounced
effect. The results of the study confirmed a
positive correlation between IPSAS adoption
and governance quality in both developed and
developing countries, as well as greater benefits
were observed in developing countries, where
transparency and accountability gains from
structured reporting were more pronounced.
Accrual-based IPSAS showed  stronger
associations with governance improvements
than cash-based, due to more detailed financial
reporting and long-term fiscal insights. According
to the study, implications of international public
accounting reforms like IPSAS for developing
countries also included: leveraging in improving
fiscal transparency, combating corruption and
building trust in government institutions; as well
as encouraging to not just adopt the standards,
but also ensure proper capacity building,
legislative backing, and audit mechanisms.

In Ukrainian academic literature the
importance of adoption of IPSAS was also
highlighted by several authors. Smirnova I.,
Smirnova N. [26] emphasized that in the sphere
of public finance, the reform of the management
system confirms the close linkage of measures
aimed at achieving the effective use of budget
funds, with the improvement of management
methods, methodic and methodological provision
of accounting and financial control. Accordingly,
for Ukraine, it is useful to borrow a systematic
approach in developing the legal and regulatory
framework for the budget process, accounting

and control. In order to create reliable and
objective economic information, the process of
introducing common standards of accounting
and financial reporting continues in Ukraine and
in the world. Hevlych L. [27] substantiated the
importance of using international accounting
standards to ensure the trust of the global
business environment in domestic business
entities, in particular within the framework of the
country's post-war development, and proposes
the broad implementation of IPSAS following
the example of IFRS. Zenkler, N., Vyhivska, I.,
Makarovych, V. [28] considered a set of issues
regarding the methodology of accounting in
the public sector, related to the introduction of
international accounting standards for the public
sector in Ukraine. Accounting methods in the
public sector in different countries of the world
and in Ukraine were considered. Countries were
identified that use the modified cash method
and the accrual method, the cash method, and
the accrual method of reflecting accounting
transactions in the public sector. It was
emphasized that in Ukraine, reforms are being
implemented in the public sector to transition to
accounting using the accrual method of income
and expenses.

Highlighting previously unresolved
parts of the overall problem. Despite
numerous studies on various aspects of IPSAS
implementation in developing countries, there
is no single approach to successful IPSAS
implementation, nor are there any identified
ways to overcome the most common challenges.
It is precisely these tasks that are planned to be
addressed in this article.

Formation of the objectives of the article
(task statement). The objective of the article is
to provide a comprehensive understanding of
the implementation of IPSAS, identify the main
benefits, challenges and ways to address them.

Summary ofthe mainresearch material. The
study finds that IPSAS has become an important
issue in emerging economies and low-income
countries. The number of publications devoted
to IPSAS has increased each year, although
existing research remains often explorative
and descriptive. The recent study provides
evidence that a plurality of articles (39.0%) are
cross-country analyses. The majority of articles
(56.1%) focus on the central government level.
The state/regional level is targeted in only one
single article (2.4%), and there are just two
articles (4.9%) on the local government level.
Only one article (2.4%) focuses on the level of
single public-sector organizations. Finally, 9.8%
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of articles research the adoption of IPSAS in
multiple levels of government (while 24.4% are
not specific about the level of analysis). The study
indicates that the implementation of IPSAS in
emerging economies and low-income countries
might be more successful if it is preceded or
accompanied by further managerial reforms.
Looking at the topics to which IPSAS adoption is
linked, the study identifies a thematic embedding
with the targets pursued with implementation
(accountability, transparency, harmonization and
fighting corruption).

Although the priority of the IPSAS Board
has been to promote the accrual-based IPSAS,
emerging economies and low-income countries
are encouraged, particularly by international
organizations, to adopt the Cash Basis IPSAS
as a first step for a longer-term transition toward
accrual-based IPSAS. In many emerging
economies and low-income countries, local
accounting and reporting practices already
far exceed the requirements laid down in that
standard. In such nations, the drive to implement
the standards can stem more from external
groups such as donor organizations, the
accounting profession or consulting companies,
than governments. These external stakeholders
might have interests that differ from the interests
of the governments in the countries concerned.

The study has not assessed whether the
country should adopt a limited version of the
standards, as the processes of developing
the standards have already considered any
acceptable options that can be incorporated
into the text of the standards, but they do not
override authoritative national standards issued
by governments, regulatory or professional
accounting bodies. Application of IPSAS by
national authorities supports developments
in public sector financial reporting directed
at improving decision making, financial
management, and accountability and it is an
integral element of reforms directed at promoting
social and economic development.

The adoption of IPSAS offers several potential
benefits for governments, including enhanced
accountability and transparency, improved
decision-making, and increased efficiency. These
standards provide a comprehensive framework
for financial reporting that ensures consistency
and comparability of financial information across
different jurisdictions. By adopting IPSAS,
governments can provide more reliable and
accurate financial information, which is critical
for investors, taxpayers, and the general public
to understand the full impact of decisions made

by governments with respect to their financial
performance, financial position, and cash
flows [23].

Despite the potential benefits, the adoption
of IPSAS in developing countries presents
several challenges. These challenges include
the need to converge diverging national
accounting and administrative traditions, the high
implementation costs, and the preservation of
national sovereignty. Additionally, the transition
from cash-based to accrual-based accounting
requires significant changes in financial
management practices, which can be difficult to
achieve without adequate political support and
technical leadership [16].

Another challenges pertaining to
implementing IPSAS in developing countries
include: resource constraints, technical issues,
institutional resistance, IT infrastructure, training
and capacity building, which are discussed in
details below.

Resource Constraints: Developing countries
often face a shortage of skilled accounting
and finance professionals, which hampers
the effective implementation of IPSAS [24].
Additionally, financial limitations can restrict the
ability to invest in necessary infrastructure and
training.

Technical Issues: The complexity of IPSAS
standards, particularly in the recognition and
measurement of assets and liabilities, poses
significant difficulties [25]. This can lead to
inconsistencies and errors in financial reporting.

Institutional Resistance: Public sector entities
may resist changes due to entrenched practices
and fear of increased scrutiny [24]. Overcoming
this resistance requires strong leadership and
clear communication of the benefits of IPSAS.

IT Infrastructure: Adequate IT facilities
and support are crucial for the successful
implementation of IPSAS [25]. Many developing
countries lack the necessary technological
infrastructure, which can impede progress.

Training and Capacity Building: Extensive
training programs are needed to build the capacity
of public sector employees to understand
and apply IPSAS [24]. This requires significant
investment in education and professional
development.

For successfully implementation [IPSAS,
developing countries need to adopt a
comprehensive and phased approach. This
approach should include the following steps:

1. Ensuring Palitical Support  and
Technical Leadership: Political support is
crucial for the successful implementation of
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IPSAS. Governments need to demonstrate a
strong commitment to the reform and provide
the necessary resources and support to the
implementing agencies. Technical leadership
is also essential to guide the reform process
and address any technical challenges that
may arise.

2. Defining the Objectives and Scope of
the Reform: Clearly defining the objectives and
scope of the reform is critical for its success.
Governments need to determine whether
the reform will take place only at the central
government level or also at the subnational level.
This decision will have significant implications for
the implementation strategy and the resources
required.

3. Establishing a Dedicated Reform Team:
A dedicated reform team should be established
to oversee the implementation of IPSAS. This
team should include representatives from key
government agencies, as well as experts in
accounting and financial management. The
team should be responsible for developing the
implementation strategy, coordinating the reform
activities, and monitoring progress.

4. Estimating the Costs and Developing an
Action Plan: Implementing IPSAS can be costly,
and governments need to carefully estimate the
costs and develop a detailed action plan. This
plan should include a timeline for the transition,
a budget for the reform activities, and a strategy
for securing the necessary funding.

5. Building the Capacity of Government
Staff: Building the capacity of government staff
is essential for the successful implementation
of IPSAS. This includes providing training and
technical assistance to financial managers,
accountants, and auditors. Governments
should also invest in developing the necessary
infrastructure, such as accounting systems and
software, to support the transition.

6. Engaging Stakeholders and Promoting
Transparency: Engaging stakeholders, including
the public, is crucial for building support for
the reform. Governments should promote
transparency by providing regular updates
on the progress of the reform and involving
stakeholders in the decision-making process.

Literature review on the implementation
of International Public Sector Accounting
Standards in developing countries offers several
key lessons, that need to be taken into account
in the process of implementation of reform in the
area of public sector accounting.

1. Importance of Capacity Building.
Training and Education: Comprehensive

training programs are essential to equip public
sector employees with the necessary skills and
knowledge to implement IPSAS effectively.
Continuous professional development helps
in maintaining the standards and adapting to
changes.

2. Stakeholder Engagement. Involvement of
All Parties: Successful implementation requires
the active participation of all stakeholders,
including government officials, public sector
employees, and external advisors. Clear
communication of the benefits and objectives of
IPSAS can help in gaining support and reducing
resistance.

3. Incremental Approach. Gradual
Implementation: Adopting IPSAS in phases can
help manage resistance and allow for adjustments
based on feedback and experiences. This
approach can make the transition smoother and
more manageable.

4. Technological Integration. Upgrading IT
Systems: Adequate IT infrastructure is crucial for
the effective implementation of IPSAS. Investing
in modern technology and systems can facilitate
accurate and efficient financial reporting.

5. Addressing Resource  Constraints.
Financial and Human Resources: Developing
countries often face limitations in resources.
Allocating sufficient budget and recruiting skilled
personnel are necessary steps to overcome
these challenges.

6. Political and Institutional Support.
Leadership and Commitment: Strong political
and institutional support is vital for the successful
adoption of IPSAS. Leadership commitment can
drive the implementation process and ensure
that necessary reforms are carried out.

7. Adaptation to Local Context.
Customization of Standards: While [IPSAS
provides a global framework, it is important
to adapt the standards to fit the local context
and needs. This can involve modifying certain
aspects to better align with the country's specific
circumstances.

8. Monitoring and Evaluation. Continuous
Assessment: Regular monitoring and evaluation
of the implementation process can help identify
issues early and make necessary adjustments.
This ensures that the adoption of IPSAS
remains on track and achieves its intended
goals.

These lessons highlight the multifaceted
nature of IPSAS implementation and underscore
the importance of a holistic approach that
considers technical, institutional, and contextual
factors.
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Conclusions. While accrual accounting has
been the norm among private corporations for
over a century, entities on the public sector
have traditionally prepared their budgets and
accounts on a cash basis. Nevertheless, the
cash accounting has important limitations
in terms of financial transparency, integrity,
and accountability, as it does not account for
significant items such as property, plant and
equipment, investments, employee pensions
and loans. Thus, in order to improve financial
management and increase transparency for
a more comprehensive and accurate view
of a government's financial position, many
governments across the globe are moving from
cash to accrual accounting, and in particular
for adopting a recognized framework such
as International Public Sector Accounting
Standards (IPSAS). The adoption of IPSAS by
governments worldwide improves the quality of
financial information reported by public entities,
which is critical for investors, taxpayers, and the
general public to understand the full impact of
decisions made by governments with respect to
their financial performance, financial position,
and cash flows. Nevertheless, there are several
steps that need to be taken for a successful
transition to accrual accounting under IPSAS
such as ensuring political support and technical

leadership, clarifying the objectives of the
reform and defining a strategy, establishing
a dedicated reform team, define the scope of
the reform (whether it will take place only at
central government level, or also subnational),
estimating the costs of the reform, establishing
a mechanism for setting accounting standards,
developing an action plan for the transition and
building capacity of government staff.

Thetransitionto IPSASin developing countries
is a complex and challenging process, but it
offers significant benefits in terms of enhancing
accountability, transparency, and efficiency in
the public sector. By adopting a comprehensive
and phased approach, governments can
successfully implement IPSAS and build
a more accountable and transparent public
sector. The experiences of countries reviewed
in this article provide valuable lessons
for other developing countries embarking on
this journey. The key to success lies in ensuring
political support, establishing a dedicated
reform team, defining the scope of the reform,
estimating the costs, building the capacity of
government staff, and engaging stakeholders.
With the right strategies and commitment,
developing countries can overcome the
challenges and reap the benefits of IPSAS
adoption.
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