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ABSTRACT 
 

The aims of this paper are to carry out a comparison of the degree of coincidence 
between the governmental accounting practices in accrual accounting recommended by the 
IPSAS of IFAC and the information required by the GASB Statement 34 and Spanish local 
government accounting, and to study the relationship between the general objectives of 
governmental accounting and the disclosure of information in the financial report of the local 
governments of the USA, Spain and the IPSAS of the IFAC. 

The IFAC proposal represents the clearest international bet on the implementation of 
GAAP in the public sector as a way of improving the quality of governmental financial 
reports. The USA and Spain represent two different accounting contexts, the Anglo-American 
and the European Continental. The similarities between the three systems show that the IFAC 
proposal could be assumed both by professional bodies such as the GASB and by 
governmental bodies such as the Spanish government. 
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1. INTRODUCTION 
 

In a broad sense, the public sector is being subjected to transformation in order to 

enhance the efficiency, effectiveness and accountability of public service delivery (OECD 

1993, 1994). Hood (1991, 1995), Steward and Walsh (1992), Osborne and Gaebler (1992), 

Gray and Jenkins (1995), Olsen and Peters (1996), Boston, Martin, Pallot and Walsh (1996), 

Naschold (1995), Wright (1997), Pallot (1999), Lapsley (1999), Pollitt and Bouckaert (2000), 

Gruening (2001) describe the overall features of the transformation brought about in 

government organisations, known generally as New Public Management (NPM), which 

include: downsizing, accountability for performance, replacement of input control by output 

control, accrual accounting, performance measurement, decentralisation, corporatisation, 

contracting-out, competition, management devolution, assignment of responsibilities, 

personnel management, empowerment of citizens and employees, one-stop shop (single 

window), separation of politics and administration and more use of information technology. 

NPM is an overall label for public management systems based on the technologies and 

technical practices of customer-oriented mechanisms, financial reporting based on accrual 

accounting principles, performance measurements, delegation and performance auditing 

(Guthrie, Olson and Humphrey 1997). These reforms have resulted in a wide range of 

changes such as deregulation, decentralisation and externalisation.  

The quid pro quo for increased autonomy and discretion on the part of managers or 

subordinate levels of government is increased accountability for results and the emphasis on 

more extensive accounting practices (Pallot 2000). Throughout the nineties, important 

reforms in governmental accounting systems have been carried out internationally in order to 

improve the disclosure of information for external and internal purposes. Many scholars have 

highlighted the contribution of accounting and budgeting to NPM change (McSweeney, 

1994; Hood, 1995; Norman, 1995; Olson et alt., 1998; Guthrie, 1998; Pallot, 1999 and 

Lapsley, 1999, 2001; Broadbent and Laughlin, 2002). For them, the unbundling of the public 

sector is facilitated by accrual accounting because it makes it possible to monitor 

performance in items such as the total costs of government programs and activities, it 

enhances transparency and maintains deconcentrated entities accountable. Managerial 

devolution aims at giving managers freedom to manage in order to improve efficiency and 
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results. The counterpart is the accountability for the results. Accrual accounting reforms are 

important tools for holding devolved institutions accountable. Accounting arrangements are 

at the centre of the NPM ways of governing and the introduction of more business-like forms 

of accounting has been pointed out as one of the more prevalent NPM reforms (Olson et al. 

1998). These initiatives are complementary to devolution developments and the introduction 

of business management styles.  

During the nineties the USA and Spain have been transforming their overall financial 

statements to ones based on accrual accounting principles, at central, regional and local 

government level. Financial institutions, the media, management consultants, scholars and 

politicians have all played an important part in creating and maintaining the pressure for 

transformation, as have a range of supranational organisations and bodies (e.g. OECD) (Olson 

et al. 2000). The reforms have, as a rule, followed the same direction, seeking an 

approximation to business accounting through the introduction of accrual accounting and 

Generally Accepted Accounting Principles (GAAP) for governmental accounting. This is a 

consequence of the change of paradigm that is taking place in governmental accounting all 

over the world, from the basic objective of fiscal accountability to considering the elaboration 

of information useful for decision-making purposes. In the framework described by Hood 

(1995) some issues such as the stress on private-sector styles of management practice, explicit 

formal measurable standards and measures of performance and success, or greater emphasis 

on output control; involve various conceptions of public accountability which lead to altered 

requirements of and responses from public sector accounting systems (Christensen and 

Yoshimi 1999).  

The International Federation of Accountants (IFAC) submitted in 1998 the “Guideline 

for Governmental Financial Reporting” to assist governments at all levels in the preparation 

of their financial reports on the accrual basis. This IFAC Guideline, together with the 

International Accounting Standards (IAS) submitted for the private sector, provide the basis 

for the International Public Sector Accounting Standards (IPSAS) developed by the Public 

Sector Committee (PSC) of the IFAC.  Currently, the PSC has submitted twenty IPSAS1. The 

                                                                 
1 Preface to Statement of International Public Sector Accounting Standards, Presentation of Financial Statements IPSAS 1; 
Cash Flow Statement IPSAS 2; Net Surplus o r Deficit for the Period, Fundamental Errors and Changes in Accounting 
Policies IPSAS 3; The Effects of Changes in Foreign Exchanges Rates IPSAS 4; Borrowing Costs IPSAS 5; Consolidated 
Financial Statements and Accounting for Controlled Entities IPSAS 6; A ccounting for Investment in Associates IPSAS 7; 
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IPSAS nº1 “Presentation of Financial Statements”, have been  used as benchmarks in this 

study. IFAC proposal represents the most clear international bet on the implementation of 

GAAP in public sector as a way of improving the quality of governmental financial reports. 

An important number of papers have studied changes in financial reporting but few of 

them have considered comparisons between countries. The USA and Spain represent the two 

prevailing trends in the process of accounting standardisation since, though the public sector 

accounting procedures will always be subject to the direct intervention of the public powers, 

in Anglo-American countries the influence of the professional organisations which issue 

accounting standards is much greater than in the countries whose accounting is regulated 

through a chart of accounts.  

This paper aims  to: compare, using the IPSAS Nº1 as a benchmark, the degree of 

coincidence between the governmental accounting practices in accrual accounting, 

recommended by the IPSAS nº1 of the IFAC, and the information required by the GASB 

Statement 34 and Spanish local government accounting; and to study the relationship between 

the general objectives of governmental accounting and the disclosure of information in the 

financial report of the local governments of the USA, Spain and the IPSAS of the IFAC. 

 

2. THE GOVERNMENTAL ACCOUNTING SYSTEMS STUDIED. 

2.1. Overview 

In June 1999 the Governmental Accounting Standard Board (GASB) established a new 

framework for the financial report of state and local governments. The USA through the 

GASB Statement 34 “Basic Financial Statements -and Management’s Discussion and 

Analysis- for State and Local Governments”, proposes a disclosure format of financial 

statements similar to those of business companies together with the traditional funds 

statements. This new framework is the biggest single change in the history of governmental 

accounting in the USA (Gauthier 2000). The GASB 34 financial report contains: government-

                                                                                                                                                                                                           
Financial Reporting of Interests in Joint Ventures IPSAS 8; Revenue from Exchange Transactions IPSAS 9; Financial 
Reporting in Hyperinflationary Economies IPSAS 10; Construction Contracts IPSAS 11;, Inventories IPSAS 12; Leases 
IPSAS 13;  Events After the Reporting Date IPSAS 14; Financial Instruments: Disclosure and Presentation IPSAS 15; 
Investment Property IPSAS 16; Property, Plant and Equipment IPSAS 17; Segment Reporting IPSAS 18; Provisions, 
Contingent Liabilities and Contingent Assets IPSAS 19; Related Party Disclosures IPSAS 20. 
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wide statement of net assets (balance sheet), government-wide statement of activities, 

governmental fund statements (balance sheets and operations statements), statement of 

general fund budget, statement of cash flow (business funds), notes to the financial statements 

which include statement of public borrowing, indirect expenses, and other information related 

to funds statements. 

While in many countries such as UK, Australia, New Zealand or Canada, governmental 

accounting reforms have begun at local level, in Spain the reform started first at central level. 

The Public Sector Chart of Accounts (PSCA) was implemented at local level in 1991 and in 

1994 it was reviewed in order to adapt Spanish governmental accounting to the private sector 

chart of accounts, which had already been modified in accordance with the Fourth Directive 

of the EU. At the moment, the Spanish local government accounting system is under review 

in order to adapt it to the PSCA of 1994. The financial report of Spanish local governments 

contains2: balance sheet, operations statement, statement of budgetary execution, statement of 

source and application of funds, statement of receivables and payables, statement of 

forecasted payments from investment projects, cash statement, statement of public borrowing, 

statement of earmarked expenditures, and statement of budgetary modifications. The financial 

report of the PSCA of 1994 includes a balance sheet, operations statement, statement of 

budgetary execution and notes that contain other financial statements such as the statement of 

cash flow and the statement of public borrowing. 

To carry out the comparison, we have  used the financial report proposed by the IPSAS 

nº1 and the IFAC study nº 11 as benchmarks.  These   contain: statement of financial position, 

statement of financial performance, statement of changes in net assets/equity, statement of 

cash flow, accounting policies and notes to the financial statements, which could include 

information about resources (lists of physical assets and investments), borrowings, related 

party transactions; inappropriate items, tax expenditures and forecast information. 

For Gauthier (2000), there are two separate and equally important aspects of 

accountability: 

                                                                 
2 Act 39/1988 art.190 
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- Fiscal accountability requires that governments demonstrate compliance with legality 

concerning the raising and spending of public money in the short term, on which 

traditional governmental accounting is focused.  

- Operational accountability requires that governments demonstrate the extent to which 

they have met their operational objectives efficiently and effectively, using all the 

resources available for that purpose, and whether they can continue to do so.  

The traditional governmental financial reporting model, with its strong emphasis on 

legal compliance, was generally successful at providing a high fiscal accountability. Over the 

years, however, a consensus emerged that change was needed to enhance the operational 

accountability component of the financial report. 

At present there are three basic models of governmental accounting systems which 

represent three ways of balancing fiscal and operational accountability:  

- 1) Those countries which have implemented accrual basis in their budgetary and 

accounting systems, making a single integrated governmental accounting system. This 

is the case of the UK, New Zealand, Australia and Canada (although the latter does 

not disclose information about physical assets). 

- 2) Those which have implemented accrual accounting but whose budget is still based 

on cash or modified cash accounting, maintaining two overlapped governmental 

accounting systems: accrual accounting for the presentation of the balance sheet and 

operations statement and cash accounting for the budgetary process. This is the case  

in European Continental countries such as Spain, France, Switzerland, Portugal; 

Nordic countries such as Sweden and Finland3; and the USA whose GASB 34 

implements accrual accounting but also maintains the traditional accounting of funds. 

- 3) Those whose governmental accounting is based on cash accounting, for instance, 

Norway, Denmark, Belgium, Germany or Japan. 

                                                                 
3 Sweden and Finland are studying the implementation of accrual accounting in the budget, going towards a 
similar model to the UK, New Zealand and Australia. 
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As can be seen, the countries studied, the USA and Spain,  can be classified in the 

second above-mentioned group where financial statements similar to those disclosed by 

enterprises are presented in addition to, and not instead of, traditional governmental 

accounting. Moreover, the GASB new reporting reflects a reluctance to give up the 

traditional values of government accounting. These values stress accounting as the instrument 

of budgetary control and the infrastructure for financial management. 

The main difference between the first and second option is that  the accrual based 

financial statements in the latter option, do not receive the attention that they should for 

decision-making purposes. In governmental accounting models with budgets on the accrual 

basis, a forecasting balance sheet, operations statement and cash flow statement are approved 

by Parliaments at the beginning of the fiscal period. In the second group only a forecasting 

budget is approved by the Parliament which decides on appropriations in the budget on a cash 

or modified accrual basis. Because of this, in the second case, politicians only use budgetary 

figures in their decision-making processes as Lundqvist (2001) and Anthony (2002) stated. 

Therefore, some countries such as Sweden and Finland, have recently proposed a changeover 

to accrual-based budgeting. 

The IFAC model is applicable to the first two systems. IPSASs deal with the disclosure 

of financial statements on the accrual basis, without considering other information to be 

included in the financial report of governmental entities such as budgetary -traditional in 

European Continental countries-, funds statements -traditional in the USA-, non financial -

service efforts and accomplishment- or statistical. To what extent accrual accounting will 

triumph over traditional accounting systems, only time will tell. 

The paper refers to those parts of the financial report which are standardised and thus 

comparable such as the balance sheet, operations statement and notes. Other important parts 

of GASB 34 and Spanish financial reports, such as fund financial statements, in the former, 

and extensive budgetary information, in both cases, are not included in the tables because the 

IPSAS do not include this information and fund accounting is not in force in Spain. 

 

2.2. Informational content of annual accounts. 
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TABLE 1 shows, taking as a benchmark the information recommended for disclosing by 

the IPSAS nº1, the accounting information disclosed in the balance sheet by the USA and 

Spanish local governments. As can be seen, the GASB 34 and Spanish local government 

accounting show a high degree of coincidence with the IPSAS nº1. Issues still pending an 

adequate disclosure in Spanish local government accounting are infrastructure assets and 

provisions for retirement benefit plans. The GASB 34 does not provide information about 

intangible assets perhaps because of their lack of relevance in local administration.  

 

TABLE 1. Balance Sheet 

IPSAS Nº1 GASB 

34 USA 

Present 

PSCA 

SPAIN 

Reformed PSCA 

SPAIN 

GENERAL INFORMATION    

RESTRICTIONS ON THE TITLE TO ASSETS X X X 

METHODS OF PROVIDING FOR PENSION AND 

RETIREMENTS PLANS 

X   

CONTINGENT ASSETS AND CONTINGENT 

LIABILITIES 

X  X 

AMOUNTS COMMITTED FOR FUTURE CAPITAL 

EXPENDITURE 

X X X 

BALANCE SHEET    

ASSETS    

PROPERTY, PLANT AND EQUIPMENT    

LAND AND BUILDINGS X X X 

PLANT AND EQUIPMENT X X X 

INFRASTRUCTURE ASSETS X   

ACCUMULATED DEPRECIATION X X X 

OTHER LONG-TERM ASSETS    

LONG-TERM INVESTMENTS X X X 

LONG-TERM RECEIVABLES X X X 

INTANGIBLE ASSETS  X X 
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EXPENDITURES CARRIED FORWARD X X X 

CURRENT ASSETS    

CASH X X X 

MARKETABLE SECURITIES, OTHER THAN LONG-

TERM INVESTMENTS 

X X X 

RECEIVABLES X X X 

LIABILITIES    

LONG-TERM LIABILITIES    

SECURED LOANS X X X 

CURRENT LIABILITIES    

BANK LOANS AND OVERDRAFTS X X X 

CURRENT PORTIONS OF LONG-TERM LIABILITIES X X X 

PAYABLES X X X 

OTHER LIABILITIES AND PROVISIONS X X X 

LEVEL OF COINCIDENCE (MAX 20) 19 17 18 

% OF COINCIDENCE 95% 85% 90% 

 

The IPSAS nº1 considers that an entity could present the operations statement using a 

classification based on either the nature of expenses or the function of expenses within the 

entity (TABLE 2). The GASB34 has chosen the classification by function and Spanish local 

government classifies the expenses by nature, and so the comparison of components is not 

possible. The functional method of expense classification often provides more relevant 

information to users than the classification of expenses by nature, although the allocation of 

expenses to functions can be arbitrary and involves considerable judgement (IPSAS nº1).  

 

TABLE 2. Operations Statement 

IPSAS Nº1, GASB AND PSCA-SPAIN 

OPERATING REVENUE 

TAXES  

FEES, FINES, PENALTIES AND LICENSES  

REVENUE FROM E CHANGE TRANSACTIONS  
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TRANSFERS FROM OTHER GOVERNMENT ENTITIES  

OTHER OPERATING REVENUE     

TOTAL OPERATING REVENUE 

IPSAS Nº1 AND GASB IPSAS Nº1 AND PSCA-SPAIN 

CLASSIFICATION OF EXPENSES BY 

FUNCTION 

CLASSIFICATION OF EXPENSES BY 

NATURE 

GENERAL PUBLIC SERVICES     WAGES, SALARIES AND EMPLOYEE 

BENEFITS     

PUBLIC ORDER AND SAFETY     GRANTS AND OTHER TRANSFER 

PAYMENTS     

EDUCATION     SUPPLIES AND CONSUMABLES USED     

HEALTH     DEPRECIATION EXPENSE     

SOCIAL PROTECTION     OTHER OPERATING EXPENSES     

HOUSING AND COMMUNITY AMENITIES     

RECREATIONAL, CULTURAL      

ECONOMIC AFFAIRS      

ENVIRONMENTAL PROTECTION      

TOTAL OPERATING EXPENSES     TOTAL OPERATING EXPENSES     

SURPLUS/(DEFICIT) FROM OPERATING 

ACTIVITIES     

SURPLUS/(DEFICIT) FROM OPERATING 

ACTIVITIES     

FINANCE COSTS  FINANCE COSTS  

GAINS ON SALE OF PROPERTY, PLANT 

AND EQUIPMENT     

GAINS ON SALE OF PROPERTY, PLANT 

AND EQUIPMENT     

TOTAL NON-OPERATING REVENUE 

(EXPENSES)  

TOTAL NON-OPERATING REVENUE 

(EXPENSES)  

SURPLUS/(DEFICIT) FROM ORDINARY 

ACTIVITIES     

SURPLUS/(DEFICIT) FROM ORDINARY 

ACTIVITIES     

MINORITY INTEREST SHARE OF 

SURPLUS/(DEFICIT) 

MINORITY INTEREST SHARE OF 

SURPLUS/(DEFICIT) 

NET SURPLUS/(DEFICIT) BEFORE 

EXTRAORDINARY ITEMS 

NET SURPLUS/(DEFICIT) BEFORE 

EXTRAORDINARY ITEMS 

EXTRAORDINARY ITEMS  EXTRAORDINARY ITEMS  
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NET SURPLUS/(DEFICIT) FOR THE 

PERIOD     

NET SURPLUS/(DEFICIT) FOR THE PERIOD    

 

TABLE 3 shows the disclosure requirements recommended by IPSAS nº 1. As can be seen, 

Spanish local governments disclose information for Property, Plant and Equipment and 

intangible assets but not for infrastructure assets that are eliminated from the balance sheet 

when they are ready to be used by citizens. In general, infrastructure assets and intangible 

assets are pending issues in governmental accounting.  

TABLE 3. Information Recommended By Ipsas Nº1 Of The Ifac For Physical Asset Disclosure 
 

IPSAS Nº 1 GASB 

USA 

Present 

PSCA 

SPAIN 

Reformed 

PSCA SPAIN 

MAIN CATEGORIES OF PHYSICAL 

ASSETS 

   

PROPERTY, PLANT AND EQUIPMENT X X X 

INTANGIBLES ASSETS  X X 

INFRASTRUCTURE ASSETS X   

VALUATION:    

AT COST OF ACQUISITION OR 

CONSTRUCTION 

X X X 

CURRENT OR REPLACEMENT COST FOR 

INFRASTRUCTURES 

   

CURRENT COST FOR LAND AND 

BUILDINGS 

   

INFORMATION IS DISCLOSED ON:    

VALUATION CRITERIA X  X 

DEPRECIATION METHOD USED X  X 

USEFUL LIVES OF ASSETS X  X 

CHARGES FOR DEPRECIATION X X X 

ACCUMULATED DEPRECIATION X X X 

REVALUATION  X X 
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DEPRECIATION POLICY X  X 

CHANGES IN VALUATION CRITERIA X  X 

CHANGES IN DEPRECIATION CRITERIA X  X 

VARIATION OF ASSETS X X X 

LEVEL OF COINCIDENCE (MAX 16) 12 7 13 

% OF COINCIDENCE 75% 44% 81% 

 

The GASB34 does not disclose information about intangible assets. These assets are not 

very important in regional or local governments but they could include copy or property 

rights, or patents from research programs financed by these governments that should be 

reflected in the annual accounts. The accounting of infrastructure assets is optional although 

they represent an important part of the government investment efforts and the future necessity 

of resources. 

Current or replacement cost are only used in a few countries for infrastructures, 

although the very long life of these assets means that the acquisition cost and the annual 

depreciation lose their informational content and meaning in the long-run. 

Currently, as  shown in TABLE 3,  there are important gaps in the information disclosed 

by Spanish local governments about the valuation criteria of Property, Plant and Equipment 

and other additional related information which will continue until the present accounting 

system is reviewed. 

 

3. RESEARCH METHODOLOGY 

There are very few references to studies that compare governmental financial statements 

among countries or about the informational content of governmental financial reports. 

Numerous indexes have been elaborated that are concerned with the measurement of the 

informational content of financial reports4. Pina and Torres (1996) apply the Cooke (1989) 

                                                                 
4 Singhvi and Desai (1971) elaborated an index of the information used for taking investment decisions in the capital 
markets of the USA, weighting the different elements through a panel of experts. F.D.S. Choi (1973) studied the variation in 
the information provided by companies when trying to obtain financial resources in the USA and European capital markets, 
also elaborating the index from the opinion of experts. S.L. Buzby (1974) carried out a study on small and medium 
companies where the index and the weightings are established through a questionnaire sent to a sample of financial analysts. 
Kahl and Belkaoui (1981) designed a weighted index for the banking sector from the opinion of fifteen university teachers 
and fifty financial analysts. J. Amernic et al. (1981) incorporated into their index elements useful to a large range of users. 
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index to the public sector to measure the level of information provided by six governments: 

the USA, Canada, Sweden, Australia, New Zealand and Spain, and then relate this 

information to the objectives pursued by governmental accounting systems. 

For the preparation of the published information index, two directions can be noted in 

the literature: those that propose an index, weighting each item in a different way , and others 

that assign equal importance to all elements. In this study we use the index developed by 

Cooke5 (1989). We have opted for the latter, since the importance of each item could vary 

significantly for the different users of government financial reports between countries and 

with regard to the objective of the information, not being able to find a weighting element 

that was sufficiently objective. We score a point when the annual accounts of a country 

include the corresponding item and zero when they do not (see TABLE 4).  

A major task to build the Cooke index is the definition of the informational items to be 

included in the scoring sheet. In our study the recommendations of the IPSAS nº1 have 

provided the point of reference to establish the elements which are to be included in the index 

in order to make the comparison possible. Therefore the contents of the IPSAS nº1 provide 

the value of ‘M’ in our study. 

Although the use of indices allows the comparison of situations in which the 

measurement of characteristics is not straightforward, all of them provide a simplification of 

reality and so the results should be read as tentative views rather than true measures. 

                                                                                                                                                                                                           
As a rule, the weightings of the different elements that make up the index are established through surveys or interviews with 
experts. R.W. Ingram (1986) examined the association between an index of compliance with the fund accounting model for 
local governments and bond risk measures. The index contributed marginally to explaining the variation in risk measures for 
a sample of 214 cities. The results were consistent with the hypothesis that the fund accounting model provides information 
associated with creditor decisions. J.L. Chan (1986) analyses Robert Ingram´s (1986) tests with respect to research objective, 
fund index, model specification and empirical tests, showing the difficulty and subjectivity involved in the elaboration of an 
index. T. E. Cooke (1989) carries out a measurement of the information disclosed by ninety Swedish listed and unlisted 
corporations. To elaborate his index, composed of 224 items, he assigned the value 1 if this type of information was 
provided and 0 if it was not. In this work weightings were not used, which means each information element had the same 
importance.  
5 The Cooke index (1989) is a ratio of actual scores awarded to a company –in our study the central government of each 
country - to the scores which that company was expected to earn. Consequently, an entity is not penalised for those items that 
are not relevant to it. Thus, the maximum score (M) entities can earn varies: 

∑
=

=
m

1i idTD , where d = 1 if the item d i is disclosed and 0 if not; m<=n  

∑
=

=
n

1i idM , where d = expected item of disclosure; n = the number of items which the entity is expected to 

disclose. Thus, the total index (TI) for each entity then becomes TD/M (number of disclosures/ number of items 
applicable). 
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According to Tay and Parker (1990), other issues which could condition the results of indices 

are: how data sources are selected -official releases, international surveys, original financial 

statements-; operational definitions -whether the information is required, recommended, 

allowed or prohibited-; statistical methods for calculating the index; and causes of change in 

compliance when actual information is used. 

This survey compares government accounting standards and not actual practices. In the 

USA there are more than 80,000 local governments and, at present, the GASB 34 has been 

implemented in only a few of them, although some of the larger local governments such as 

New York will present their financial report in accordance with its requirements. In Spain, 

according to legal requirements, all local governments are obliged to present their annual 

accounts according to PSCA but few of them are audited; so it is not easy to know the degree 

of actual compliance. Notwithstanding, GASB 34 and Spanish PSCA, as with the public 

sector accounting standard reforms carried out in all OECD countries in the last ten years, 

show the will and interest of governments to seek transparency and to meet the needs of 

external users who depend on government financial information for their decision-making 

processes. 

Another option could have been the comparison of substantive accounting policies (e.g. 

cost vs. market value for valuing assets). In this case, we would have had to limit the 

comparison to one or a small number of practices. This is not the focus of the paper. 

As we can see in TABLES 1, 2 and 3, the standards of the USA and Spain are compared 

with respect to the extent of disclosure and the detail of classification with which the various 

elements are shown in the financial statements. The approach carries with it the implicit 

assumption that the IPSAS is a point of reference for setting the minimum information to be 

disclosed in order to meet the information needs of external users.  

 

4. ANALYSIS OF RESULTS 

TABLE 4, shows an approximation to the degree of relevance given by IPSAS to the 

different issues included in the annual accounts, and hence which the informative priorities 

are and  what objectives  are considered first. The information  index  measures the number of  
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types of information (i.e. 20) and the number of sub-categories of information within each 

type (e.g. 4 about physical assets), so that the more detailed the disclosure of each issue, the 

more relevance given by the IFAC for meeting citizen needs.  

 

TABLE 4. Information Facilitated In The Annual Accounts 

 IFAC USA SPAIN 

1.-PHYSICAL ASSETS. 4 3 3 

INFORMATION ON FIXED ASSETS. 1 1 1 

INFORMATION ON ASSETS VARIATION. 1 1 1 

INFORMATION ON INTANGIBLE ASSETS. 1 0 1 

INFORMATION ON INFRASTRUCTURE ASSETS. 1 1 0 

2.-DEPRECIATION OF PHYSICAL ASSETS 2 2 2 

CHARGES FOR DEPRECIATION ARE MANDATORY. 1 1 1 

ACCUMULATED DEPRECIATION.  1 1 1 

3.-FINANCIAL INVESTMENTS 1 1 1 

4.-RECEIVABLE AND LIABILITIES 2 2 2 

BUDGETARY RECEIVABLE AND LIABILITIES. 1 1 1 

SHORT/LONG TERM RECEIVABLE/LIABILITIES. 1 1 1 

5.-PROVISIONS 2 2 1  

PROVISIONS FOR OPERATING ACTIVITIES. 1 1 1  

PENSIONS PLAN LIABILITIES. 1 1 0 

6.-BORROWINGS. 1 4 4 

TOTAL BORROWING AMOUNT. 1 1 1 

TERM OF EACH LONG-TERM DEBT. 0 1 1 

VARIATION OF THE PUBLIC BORROWING. 0 1 1 

INTEREST RATE IS DISCLOSED. 0 1 1 

7.- VARIATION OF EQUITY CAPITAL. 1 1 1 

8.-FUNCTIONAL EXPENSES CLASSIFICATION. 1 1 0 

9.-OPERATING STATEMENT CLASSIFIED BY 

OBJECTS. 

1 0 1 

10.-BUDGETARY INFORMATION. 1 2 2 
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ACTUAL BUDGETARY EXPENDITURES AND 

REVENUES. 

1 1 1 

ORIGINAL BUDGETARY EXPENDITURES AND 

REVENUES. 

0 1 1 

11.-INFORMATION ON PREVIOUS EXERCISES 1 1 1 

12.-CASH-FLOW STATEMENT 1 1 0 (1) 

13.-INFORMATION ON LONG TERM INVESTMENT 

PROJECTS. 

0 0 1 

14.-CONTINGENT LIABILITIES 1 1 0 (1) 

15.-COSTS OF THE SERVICES. 1 1 0 

16.-INDICATORS OF EFFICIENCY AND 

EFFECTIVENESS. 

0 0 0 

17.-EVENTS OCCURRING AFTER BALANCE DATE. 1 0 0 

18.-STATEMENT OF ACCOUNTING POLICIES. 1 1 0 (1) 

19.-STATISTICS 0 1 0 

20.-AUDIT REPORT IS ATTACHED TO ANNUAL 

ACCOUNTS. 

1 1 0 

INFORMATION INDEX 23 24 19 (22) 

 

Afterwards in TABLE 5, we distribute the items shown in TABLE 4 among the common 

basic public accounting objectives, scoring points only when a determined element 

contributes to the attainment of a specific objective. In order to achieve this we have 

developed partial indices for each of the objectives as well as a general index that includes all 

the information. In some cases, the same item furnishes information that is useful for 

achieving several objectives, thus weighting the general index, which shows its importance in 

the accounting information system. Finally, we analyse the gap between the accounting 

objectives and the information actually provided by the governmental accounting systems 

studied. 

The objectives are summarised in four aspects of government financial and non-

financial performance. The intention of TABLE 5 is to show the extent to which each 

“objective” is promoted by the information disclosed in the financial statements as measured 
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by the scores from TABLE 4. The index measures the number of indicators it takes to measure 

a concept (e.g. financial position) and how much detail (i.e. sub-categories) is available about 

an indicator and hence the importance given to each issue by the IFAC. As there are more 

detailed disclosures of various types of assets and liabilities, the index of the financial 

position “objective” is the highest, and that means the IFAC considers the measurement of the 

financial position as a more outstanding goal of governmental financial statements than other 

categories. In contrast, expenses (lines 8 and 9) are not further classified; and therefore have 

only a score of 1 or 0 -a much lower value. This is because the operations statement classified 

by function is more useful than one classified by nature and therefore there will be as many 

components as services delivered by the local governments; the number of services delivered 

being different in many US and Spanish Local governments. Notwithstanding, in TABLE 5 the 

most outstanding components of the operation statement classified by nature are included in 

the measurement of the information provided to meet objective number three, that of 

disclosing information about the results of operations.  

The USA, Spain and the IFAC-PSC Study nº1 present a similar profile of government 

accounting objectives. They seem to agree on a series of basic objectives that for the purpose 

of measurement in the present work are summarised as follows: 

1) to provide information on the execution of the budget and legal compliance in the 

management of the public funds, 

2) to permit the evaluation of the financial position of the entity, facilitating information on 

its assets and the way in which they are being financed, 

3) to determine the operational results of the entity, in order to establish whether the services 

are being financed with resources of that fiscal period and potential future financial needs, 

4) to provide information on the economy, efficiency and effectiveness. 

 

1.- Budgetary Information. 

In the relevant aspects, the disclosure of budgetary information is similar in the USA 

and Spain. The differences between them are more a consequence of legal requirements  

rather than other causes. Both present information about the original and the actual budget.  
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The budget in the USA classifies expenditures by function while in Spain the budget 

expenditures are classified by nature, function and expenditure centre. Although there are no 

generally accepted principles for budgetary accounting and the budgetary information is 

disclosed in each country in accordance with their administrative traditions and legislation, it 

could be useful if the IFAC carried out research into the state of the art of the different 

budgetary models in force (cash budget, modified accrual budget and accrual budget), their 

relationship with governmental accounting and the adequate combination between the 

various types of governmental accounting and budgetary accounting systems. 

2.- Financial position. 

The information about the financial position of the studied entities is facilitated through 

the financial position statement and financial flow statements. This is the objective to which 

the greatest attention is devoted, since a high percentage of the accounting information is 

related to the financial area (see TABLE 5). The most relevant aspect of this objective is that it 

summarises the influence that budgetary and non-budgetary financial flows have had on the 

wealth of the entity. 

3.- Results of the operations. 

In spite of the fact that income has a substantially different meaning in the public and 

business sectors, the usefulness of the analysis of expenses and revenues is clear for 

evaluating intergenerational equity and whether the revenues have been sufficient for 

financing the expenses in the way described by Anthony (1978). As can be seen in TABLE 5, a 

classification of expenses by function is more useful than a classification by nature because it 

is concerned with the result of operations and the cost of services delivered. 

4.- Cost of the services, efficiency and effectiveness. 

The last common objective of the public accounting systems studied is the introduction 

of non-financial information in government financial reports. This information tries to make 

up for the deficiencies that business financial reports have shown in assessing the 

performance of public entities. The limited informative content of profit and the activity of 

these entities focused on social goals and the redistribution of wealth, require the 
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incorporation of other indicators referring to the performance and achievements of the 

services delivered. 

These deficiencies in the accounting information provided by public entities are being 

recognised in the accounting pronouncements of the most advanced countries. Nevertheless, 

their implementation is slow in coming. 
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TABLE 5. Distribution Of Financial Report Information Between Governmental Accounting Objective 

COUNTRY IFAC USA SPAIN 

O-1 O-2 O-3 O-4 O-1 O-2 O-3 O-4 O-1 O-2 O-3 O-4 

1.-PHYSICAL ASSETS.  4    3    3   

2.-DEPRECIATION OF PHYSICAL ASSETS  2 2 2  2 2 2  2  2 2 

3.-FINANCIAL INVESTMENTS  1    1    1   

4.-RECEIVABLE AND LIABILITIES 1 2   1 2   1 2   

5.-PROVISIONS  2 2   2 2   1  1   

6.-BORROWINGS.  1    4    4   

7.-EQUITY CAPITAL.  1 1   1 1   1 1  

8.-FUNCTIONAL EXPENSES CLASSIFICAT   1 1   1 1   0 0 

9.-OPERATING STATEMENT BY OBJECTS.   0    0    1  

10.-BUDGETARY INFORMATION. 1    2    2    

11.-INFORMAT. ON PREVIOUS EXERCISES  1 1   1 1   1 1  

12.-CASH-FLOW STATEMENT  1    1    0 (1)   

13.-INFORM. ON LONG TERM INVESTMENT 

PROJECTS. 

0 0  0 0 0  0 1 1  1 

14.-CONTINGENT LIABILITIES  1 1   1 1   0 (1) 0 (1)  

15.-COSTS OF THE SERVICES.   1 1   1 1   0 0 

16.-INDICATORS OF EFFICIENCY AND 

EFFECTIVENESS. 

   0    0    0 
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17.-EVENTS OCURRING AFTER BALANCE DATE.  1 1   0 0   0 0  

18.-STATEMENT OF ACCOUNTING POLICIES.  1 1   1 1   0 (1) 0 (1)  

19.-STATISTICS    1    1    0 

20.-AUDIT REPORT IS ATTACHED TO ANNUAL 

ACCOUNTS. 

1 1 1  1 1 1  0 0 0  

PARTIAL INDICES 3 19 12 5 4 20 11 5 4 16 (19) 6 (8) 3 

GENERAL INDEX     39    40    29 (34) 

0-1 BUDGETARY INFORMATION             

0-2 FINANCIAL POSITION             

0-3 RESULTS OF THE OPERATIONS             

0-4 ECONOMY, EFFICIENCY AND EFFECTIVENESS             
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As TABLE 5 shows, the informational content of financial statements in the three models 

is quite similar. That in itself is remarkable, because it shows that American and Spanish 

government accounting and reporting has come to resemble business accounting and 

reporting, which is the basis of IPSAS. IPSAS represent a framework for the presentation of 

financial information under accrual basis by governments which could be applicable in 

accrual accounting models that integrate the budget in a set -balance sheet, operations 

statement and cash flow statement- of forecasting and actual annual accounts -i.e. UK-, as 

well as in models such as GASB 34 and Spanish PSCA in which accrual accounting is 

overlapped with traditional funds and budgetary models.  For this reason budgetary 

information has hardly been developed in IPSAS accounting model, since its 

recommendations have been built around the first option.  

 

If the IPSAS of the IFAC recommend the disclosure of the minimum information that 

external users need for their decision-making processes then the information provided by the 

accrual financial statements of GASB 34 and Spanish PSCA will allow the satisfaction of 

external user informational needs. The budgetary information is included in the financial 

statements proposed by the IFAC. The maintenance of the USA and Spanish traditional public 

accounting systems seems to be more related to the control of compliance with legality than 

with the disclosure of information for external users. According to Lundqvist (2000) and 

Anthony (2002), in the models in which accrual and traditional accounting overlap, the 

accrual information is used less by politicians and line managers in the decision-making 

process because their sole interest lies in the information approved by Parliaments. 

TABLE 5 also shows that a pending issue in the three accounting models studied is the 

development of service efforts and accomplishment indicators. In this regard, the GASB, 

financed by the Alfred Sloan foundation, is making an important effort to develop a set of 

generally accepted performance indicators which, at present, have only been implemented by 

a small number of US local governments. In Spain, central government has shown interest in 

developing compulsory performance indicators for local governments with more than 20,000 

inhabitants. This issue is not in the short-term agenda of the IFAC.  
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5. CONCLUSIONS 

In this study we analysis the information provided by the local governments of the 

USA, Spain and the IPSAS of the IFAC and its relationship with the generally accepted goals 

of governmental accounting, within the framework of the NPM initiatives. With regard to the 

information disclosed, the GASB 34 and Spanish local government accounting show a high 

degree of coincidence with the IPSAS nº1. Issues still pending in Spanish local government 

accounting are infrastructure assets and provisions for retirement benefit plans, and in the 

GASB 34, the intangible assets. The IPSAS nº1 allows the presentation of the operations 

statement by nature or by function. The GASB 34 has chosen the former and Spanish local 

governments the latter, although the functional method of expense classification often 

provides more relevant information to users. The similarities between the three systems show 

that the IFAC proposal could be assumed both by professional bodies such as the GASB and 

by governmental bodies such as the Spanish government. 

The setting of objectives for governmental accounting, as well as the information 

disclosed to reach them, is a political matter that shows the level of interest of each country in 

this issue. In order to measure the quantity of information disclosed to meet the objectives of 

governmental accounting, we have applied techniques of analysis and comparability of 

information from the business sector. The results obtained are successful enough to encourage 

further research in the application of research techniques tested in the business sector to the 

area of governmental accounting. In the same way, accounting and management techniques 

from the business sector are being applied to public entities in the framework of the 

decentralisation initiatives promoted by the NPM postulates. 

IPSAS represents a framework for the presentation of financial information under 

accrual basis by governments which could be applicable in accrual accounting models that 

integrate the budget in a set -balance sheet, operations statement and cash flow statement- of 

forecasting and actual annual accounts -i.e. UK-, as well as in models such as GASB 34 and 

Spanish PSCA in which accrual accounting is overlapped to traditional funds and budgetary 

models. Although under NPM postulates governmental accounting goes beyond compliance 

with legality, widening its objectives to increase the usefulness of information for decision-

making purposes, the results show that this direction is being consolidated relatively slowly.  
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The shift from traditional input control to management by results also requires the 

implementation of SEA indicators for compensating the limited meaning that profit has for 

the performance evaluation of services delivered. In spite of the important efforts undertaken 

by the GASB to disclose performance indicators in the financial reports of governmental 

entities, this is still a developing issue in the USA. In Spain there have been only pilot 

experiences and the IFAC has not yet considered these disclosures.  Thus, the issues related to 

output and outcome control, key elements in public sector modernisation, represent a 

challenge to face in the near future in order to improve public sector accountability and 

decision-making. 
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