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Abstract 

This abstract examines the evolving accounting systems of Public Sector Enterprises (PSEs) in India, 

focusing on the influence and effectiveness of International Public Sector Accounting Standards (IPSAS). 

Driven by the global push for enhanced financial transparency and accountability, Indian PSEs are 

increasingly considering or adopting IPSAS to move beyond traditional cash-based accounting. The core 

objective of this transition is to provide a more comprehensive view of financial performance and position, 

which includes recognizing assets, liabilities, and long-term commitments. This analysis assesses the 

extent to which IPSAS has been successful in achieving these objectives within the Indian context. Our 

findings indicate that while the adoption of IPSAS has the potential to significantly improve the quality 

of financial reporting, its success is mixed. Key challenges hindering a seamless implementation include: 

resource constraints, a lack of skilled personnel with expertise in accrual-based accounting, resistance to 

change from entrenched organizational cultures, and the high cost of technological infrastructure upgrades. 

In conclusion, IPSAS provides a robust framework for improving financial governance in Indian PSEs. 

However, the successful realization of its full benefits depends on a strategic, phased approach that 

addresses these systemic challenges through targeted capacity building, political commitment, and 

technological investment. 
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Introduction 

The accounting system of public sector entities, particularly state-owned enterprises, has been a subject 

of significant academic inquiry. Unlike their private sector counterparts, which primarily focus on profit 

maximization, public sector entities are concerned with accountability, transparency, and the efficient 

stewardship of public funds (Jayasinghe et al., 2015). The literature consistently highlights a global shift 

in public sector accounting from traditional cash-based systems to a more modern accrual basis. 

Historically, public sector accounting has been dominated by the cash basis of accounting, which records 

transactions only when cash is received or paid. Research shows that this method has major shortcomings, 

including a lack of comprehensive information for decision-making and an inability to account for 

significant non-cash items such as depreciation, long-term liabilities like pensions, and the full cost of 

assets (ResearchGate, 2015). This system is often seen as a tool for budget compliance rather than a 

measure of financial performance. 

In response to these limitations, a substantial body of research has documented and analyzed the 

worldwide transition to accrual-based accounting, often guided by the International Public Sector 

Accounting Standards (IPSAS). Studies argue that accrual accounting provides a more complete and 
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accurate picture of a government entity's financial position, including its assets, liabilities, and true costs 

of operations (Adamyk, 2017). This shift is seen as crucial for improving fiscal management, long-term 

financial planning, and the overall transparency and credibility of government financial statements. 

The late 20th and early 21st centuries witnessed a growing recognition of the need for accounting reforms 

in the public sector. The Administrative Reforms Commission (various reports) emphasized the 

importance of moving towards more sophisticated accounting systems that could better reflect the 

economic realities of PSEs. The establishment of the Government Accounting Standards Advisory 

Board (GASAB) in 2002 (GASAB Annual Reports) marked a significant step in this direction. While 

initial Indian Government Accounting Standards (IGAS) focused on refining the cash-based system, the 

development of Indian Government Financial Reporting Standards (IGFRSs) signaled a commitment 

to adopting accrual accounting principles (GASAB Discussion Papers). Studies by Rawat (2010) and 

Mookherjee (2013) discussed the rationale behind this shift, emphasizing the potential for improved 

transparency, accountability, and more informed decision-making. 

The global movement towards accrual-based accounting in the public sector, spearheaded by the 

International Public Sector Accounting Standards (IPSAS) (IPSASB Handbooks), has influenced the 

reforms in India. While direct adoption of IPSAS by all Indian PSEs is not widespread, research has 

explored the extent of convergence and the potential benefits of aligning with these international 

benchmarks. Ghosh and Das (2015) analyzed the extent to which IGAS and the proposed IGFRSs align 

with IPSAS, highlighting areas of convergence and divergence. Studies like Aggarwal and Gupta (2018) 

have examined the potential for enhanced comparability and credibility of Indian PSE financial reporting 

through greater alignment with IPSAS. 

The impact of Ind AS adoption on financial performance and specific financial metrics has been a subject 

of varied findings across studies. Sourajyot and Shinde (2018) observed positive, negative, and mixed 

impacts across various industries, though their non-parametric tests indicated no statistically significant 

difference between the presented ratios based on IGAAP and Ind AS. This finding was partially 

corroborated by Nisha Karla and Shilpa Vardia (2016), who concluded that IFRS adoption did not have 

a significant effect on the efficiency and profitability of selected Indian listed companies that adopted 

IFRS before April 1, 2015, instead emphasizing the improvement in disclosure quality and international 

comparability. Ghosh (2016) also found no significant change in profitability and equity of companies 

before and after Ind AS adoption. Conversely, K. V. Achalapathi and P. BhanuSir Eesha (2015) reported 

a significant increase in liquidity, profitability, and valuation ratios under IFRS, suggesting benefits for 

capital maintenance in the corporate world. More recent sector-specific research by Rishika Agarwal and 

Rakesh Kumar (2020) on IT companies, however, indicated disparity in profitability ratios but no overall 

significant effect of Ind AS adoption on their profitability. Pooja Sharma and Sushant Gupta (2019), 

examining IFRS impact on profitability in both developing and developed countries, found a significant 

impact on profitability in general, but no significant difference in profits between IFRS-adopted companies 

in developing versus developed nations. 

Finally, the literature also delves into stakeholder awareness and the need for education. Neha Bajaj and 

Harjit Singh (2019) highlighted an "exigent need" for IFRS in the Indian accounting curriculum, noting 

that while most students were unaware of IFRS convergence, they were eager to learn. M. Muniraju and 

Ganesh S.R. (2016) reinforced this, emphasizing the continued need for training despite proficient 

awareness levels. Viswanathan Bharathan and Robinson Joseph (2015) underscored the varied levels 

of adherence to Ind AS among auditors/CAs based on demographic and professional factors, suggesting  
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that the ICAI needs to develop tailored strategies for compliance. 

In summary, the reviewed literature paints a comprehensive picture of India's journey with IFRS/Ind AS 

convergence. While the benefits of enhanced transparency, comparability, and international credibility are 

widely recognized, researchers consistently highlight significant challenges related to implementation 

complexity, resource requirements, and the need for continuous stakeholder education and training. The 

impact on financial performance metrics appears varied across industries and studies, suggesting that the 

benefits are often realized more in terms of qualitative improvements in reporting rather than immediate 

quantitative shifts in profitability or efficiency. The ongoing evolution of Ind AS and its alignment with 

global standards remains a critical area for future research and practical consideration within India's 

dynamic economic environment, particularly for entities like Public Sector Enterprises that are undergoing 

significant transformations 

 

Literature Review 

The literature identifies several key benefits of adopting accrual accounting and IPSAS. These include 

enhanced accountability and transparency, improved decision-making by providing a clearer view of 

financial performance and position, and better international comparability of financial data (ACCA 

Global, 2017). These reforms are also linked to a reduction in information asymmetry and corruption, as 

they make it more difficult to manipulate financial records (U4 Anti-Corruption Resource Centre, 2011). 

However, the transition is not without its challenges. Research points to significant obstacles, such as the 

high costs of implementation, resistance to change from staff and management, and the need for legal 

and institutional reforms (IFAC, 2021). The success of these reforms is often highly dependent on 

political will and strong institutional support. The complexity of public sector entities, with their 

various levels of government and unique service-oriented nature, also makes the reform process more 

difficult than in the private sector. 

Momot, A. A., & Djuminah. (2021). This study highlights the limitations of traditional cash-based 

accounting and the challenges and benefits of transitioning to accrual accounting. Ouda, A. (2003). This 

paper analyzes government accounting reform and argues for a move from a less informative cash 

accounting system to a more informative accrual-based one. 

Adamyk, D. (2017). This paper from the IMF provides a clear argument for why accrual accounting 

provides a more complete and accurate picture of a government entity's financial position, including assets, 

liabilities, and true costs of operations. Brusca, I., & Condor, V. (2002). This study explores the reasons 

for adopting IPSAS-inspired accrual accounting and notes the challenges faced by some countries due to 

existing local regulations. 

The Relationship between IPSAS Adoption and Resource Allocation Efficiency. Business 

Perspectives. This research found a significant positive relationship between IPSAS adoption and efficient 

resource allocation, particularly in countries with low bureaucratic quality, suggesting that IPSAS 

strengthens financial structures. 

IFAC. (2021). This report from the IFAC emphasizes the role of IPSAS in enhancing the quality and 

reliability of financial information and the challenges related to implementation costs and required 

investments in technology. 

Lüder, K. (1992). This paper developed a model to explain the transition to a more informative government 

accounting system and the influence of the sociopolitical and administrative environment. Pina, V., et.al 

(2009) This review highlights that the benefits of accrual accounting, such as better decision-making and 
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transparency, are often compelling but that the transition is a complex process. Maali, B., & Morshed, A. 

(2024) This study provides empirical evidence that adopting IPSAS, particularly in countries with a strong 

legal framework, significantly enhances governance and helps reduce corruption. It argues that IPSAS 

improves financial transparency and accountability, thereby narrowing the opportunities for information 

asymmetry and fraud. 

Al-Okaily, et.al (2024) This empirical study, conducted in Morocco, finds that while the level of IPSAS 

adoption remains low, practitioners recognize its significant positive impact on the quality of financial 

information. The research highlights that the implementation cost, staff training, and technological factors 

are key challenges, but that IPSAS can significantly enhance financial statement credibility and 

comparability. 

Sari, H., & Muslim, M. (2023) This literature review highlights that IPSAS provides a unified framework 

for financial reporting that improves consistency and comparability across different public sector entities. 

It concludes that IPSAS promotes transparency and accountability, which are essential for good 

governance and gaining public and international investor trust. This systematic literature review identifies 

significant research gaps in the existing literature, noting that much of it focuses on macro-level outcomes 

of IPSAS adoption without addressing the localized factors influencing successful implementation. It 

emphasizes that resource constraints, institutional weaknesses, and a lack of actionable strategies for 

capacity building remain major challenges, particularly in developing countries. This paper categorizes 

the challenges of IPSAS implementation into three main areas: resource limitations (lack of competent 

staff and IT facilities), accounting and reporting issues (difficulties in asset recognition and measurement), 

and the need for a comprehensive governance framework. It highlights that resistance to change and high 

implementation costs are significant barriers to full integration. 

IFAC. (2025) This report outlines key challenges in public sector accounting reforms, including the need 

for strong political support, a feasible implementation timeline, proper coordination and management, and 

the availability of financial and human resources. It emphasizes that reforms are long-term initiatives that 

require significant planning and coordination to be successful. 

NetSuite. (2025). This article highlights a broader evolution in the role of the accountant in both public 

and private sectors. It notes that accountants are increasingly becoming strategic advisors who must 

possess skills in data analytics, AI tools, and data stewardship. This shift affects public sector accounting 

by requiring finance teams to integrate financial data with non-financial indicators to inform strategic 

decisions. 

Christiaens, J., et.al (2015) This article provides a comparative analysis of how IPSAS adoption impacts 

financial reporting in different governmental contexts, highlighting the challenges and successes of these 

reforms. 

Brusca, I., et.al (2018) This paper reviews existing literature to synthesize the effects of IPSAS on public 

financial transparency and accountability, noting both the positive outcomes and the persistent 

implementation difficulties. 

Gourfinkel, M. (2021) A comprehensive report by the World Bank examining the challenges and 

opportunities in public sector accounting reforms, with a specific focus on the IPSAS implementation 

process in various countries. Benito, B., et.al (2015) This literature review identifies and discusses the 

key drivers—both institutional and political—that lead governments and public enterprises to adopt 

accrual-based accounting reforms. 
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PwC. (2015). A survey-based report that provides an overview of the global trends and status of the 

transition to accrual-based accounting in the public sector, highlighting the benefits and obstacles. 

Roztocki, N., & Weeger, A. (2019). While not exclusively focused on the public sector, this review 

discusses the broader impact of digital transformation, including the adoption of enterprise systems and 

other technologies, on accounting practices. 

Sari, S. N., & Muslim, M. (2023). This research examines the evolving landscape of public sector 

accounting, specifically addressing the emerging challenge of integrating sustainability and non-financial 

information into traditional accounting frameworks. 

Camargo, A. M. (2025). This upcoming paper investigates the gap between the formal adoption of 

accounting standards and the actual achievement of transparency and accountability, using case studies to 

reveal institutional and operational challenges. 

The period from 2005 to 2025 has been a transformative era for public sector accounting, marked by 

significant reforms and a surge in academic research. Driven by the principles of New Public Management 

(NPM), the global focus has shifted from traditional cash-based accounting to the adoption of accrual 

accounting, with the International Public Sector Accounting Standards (IPSAS) serving as a central 

framework. Research during this time has extensively documented this transition, exploring its 

motivations, implementation challenges, and consequences for transparency and accountability. 

 

Objectives of the study 

 To examine the Accounting System of Public Sector Enterprises in India. 

 To study the role of IPSAS how much they are successful in their objectives 

 

Research Methodology 

For the present study, the chosen research design is exploratory and descriptive in nature. This dual 

approach is particularly pertinent given the context of the study: public sector accounting in the National 

Capital Region (NCR) areas of Haryana. The universe of the study comprises of PSEs in NCR region and 

in Haryana.  Primary data has been collected from a convenient sample of 500 who are working in PSEs 

across NCR regions. The survey was conducted during January 2024 to December 2024. Purposive and 

convenience sampling technique have been used to select Public sector enterprises in NCR regions and 

Further, simple random sampling technique was used to select respondents working in select PSEs. 

In order to analyze the public sector accounting in India, well-structured questionnaire has been designed.  

In this connection, following studies Ashenafi Nigusse Tibebe and Tripti Manjit Singh Gujral (2022), 

Mahboubim Kazem and Shaikh Aftab Anwar (2017), Lukman M and J.B. Murtadak (2017), Khodadady, 

Davood and Kumaraswamy, M (2015)  have been taken into consideration to develop the questionnaire.  

The secondary sources consulted included a wide array of online publications and databases, such as 

Emerald, JSTOR, Google Scholar, and the Social Science Research Network (SSRN). For the main 

study, a total of 550 questionnaires were distributed to individuals working in Public Sector Enterprises. 

Descriptive statistics has been applied to analyze the accounting system in public sector enterprises. 

 

Data Analysis 

Table shows that about 14.8% of respondents were of age less than 30 years, 34.4% of belong to the age 

group 30-40 years, whereas 38.8% of were of age between 40-50 years and only 12% of belong to age of 

above 50 years. 
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Regarding the gender, 45% respondents were female and 55% were male respondents. 

In addition, the marital status of the respondents, most of the i.e. 65% respondents in the sample were 

married, while 30.6% were single, and 4.4% were divorced. 

 

Table 4.1: Demographic characteristics of respondents 

Particulars Frequency Percentage (%) 

Age 

Less than 30 74 14.8 

31-40 172 34.4 

41-50 194 38.8 

Above 50 60 12 

Total 500 100 

Gender   

Female 225 45 

Male 275 55 

Total 500 100 

Marital status   

Married 325 65 

Divorced 22 4.4 

Single 153 30.6 

Total 500 100 

Educational qualification   

Under graduate 53 10.6 

Graduate 183 36.6 

Post-Graduate 198 39.6 

Others 66 13.2 

Total 500 100 

Designation   

Lower level manager 103 20.6 

Middle level Manager 173 34.6 
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Top level Manager 204 40.8 

Other 20 4 

Total 500 100 

Working Experience   

Less than 5 years 50 10 

6 to 10 years 115 23 

11to 15 years 

 

126 
25.2 

16 to 20 years 

 

139 
27.8 

Over 20 years 70 14 

Total 500 100 

Source: Primary Survey 

In conclusion, the age distribution of the respondents shows that 14.8% were under 30 years old, 

34.4% were between 30 and 40 years, and the largest group, 38.8%, fell into the 40-50 age bracket. 

Only 12% of respondents were over 50 years old. In terms of gender, 55% of the respondents were 

male and 45% were female. Regarding marital status, most respondents (65%) were married, while 

30.6% were single, and 4.4% were divorced. The work experience distribution further highlights the 

seasoned nature of the respondents. A significant portion has considerable experience: 27.8% possess 16-

20 years of experience, and 25.2% fall into the 11-15 years category. Those with 6-10 years of 

experience make up 23%, while only 10% have less than 5 years. A notable 14% of respondents bring 

over 20 years of experience to the table. This diverse and experienced respondent pool provides a robust 

foundation for the study's findings, reflecting perspectives from various levels of management and tenure 

within the relevant sector. 

 

1. Accounting System of Public Sector Enterprises in India 

The present section analyses the assessment of accounting system of Public sector enterprises which are 

as follows: 

1. Which type of cash book do you maintain in your firm? 

 

Table 1.1: Types of cash book 

Types Mean S.D 

Simple cash book 3.97 1.34 

Two column cash book 3.86 1.08 

Three column cash book 3.78 1.25 

Multiple column cash book 3.75 1.33 

Source: Primary Survey 
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Figure1.1: Types of cash book 

 
Source: Primary Survey 

Table and graph reflect the types of cash book maintained in public sector enterprises. It can be seen that 

most of public sector enterprises maintain simple cash book as mean value (3.97) secured highest and 

some public sector enterprises maintain two column cash book as mean value 3.86 followed by 3.78 mean 

value for “three column cash book maintained by public sector enterprises. In addition, public sector 

enterprises maintain multiple column cash book as mean value 3.75 recorded. 

 

2. Which system of petty cash book is used by your firm? 

Table 1.2: System of petty cash book 

System Mean S.D 

Simple Petty Cash Book 4.56 1.78 

Analytical Petty Cash Book 3.52 1.75 

   

Source: Primary Survey 

Figure 1.2: System of cash book 

 
Source: Primary Survey 

Table and chart show the system of petty cash book used by public sector enterprises. It is evident that 

most of public sector enterprises use simple petty cash book as mean value 4.56 followed by 3.52 mean 

value of analytical petty cash book used by public sector enterprises. 
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3. Do you maintain a separate purchase register that records all credit purchases of goods? 

Table 1.3: separate purchase register 

 Mean S.D 

Yes 4.61 1.53 

No 1.82 1.99 

Source: Primary Survey 

Figure 1.3: separate purchase register 

 
Source: Primary Survey 

Table and chart show the separate purchase register that records all credit purchases of goods. It can be 

observed that most of public enterprises maintain separate purchase register that records all credit 

purchases of goods as mean value 4.61 recorded highest for this statement. 

 

4. Is your firm's accounts audited? 

Table 1.4: Accounts Audited 

 Mean S.D 

Yes 4.69 1.70 

No 1.25 0.57 

Source: Primary Survey 

Figure 1.4: Accounts Audited 

 
Source: Primary Survey 
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Table reflect that firm’s accounts audited or not. It is seen that most of public sector enterprises have 

audited their accounts as supported by highest mean value 4.69 secured for this statement. 

 

5. Which types of audits are undertaken by your firm? 

Table 1.5: Types of audits 

Types of Audit Mean S.D 

Detailed Audit 3.89 1.40 

Final Audit 3.90 1.87 

Balance sheet Audit 3.86 1.50 

Continuous and Interim 

Audit 

3.91 1.37 

Special Audit 3.88 1.47 

Source: Primary Survey 

Figure 1.5: Types of Audits 

 
Source: Primary Survey 

Table and chart show indicate the types of audits undertaken by firms. It can be concluded that most of 

public sector enterprises have undertaken continuous and interim audit as supported by highest mean value 

3.91 followed by mean value 3.90 for “Final Audit” done by public sector enterprises. In addition, public 

sector enterprises undertaken “detailed audit and special audit” supported by mean values 3.89 and 3.88 

respectively. Also, firm has undertaken “balance sheet audit” with mean value 3.86. 

 

6. Does your firm arrange special training for your accounting staff? 

Table 1.6: Special Training 

 Mean S.D 

Yes 4.39 1.81 

No 2.25 1.07 

Source: Primary Survey 
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Figure 1.6: Special training 

 
Source: Primary Survey 

Table and chart depict that firm arrange special training for accounting staff. It can be observed that most 

of public sector enterprises arrange special training for their accounting staff as higher mean value  4.39 

recorded for this statement. 

 

7. Do your accounting staff apply accounting standards for the preparation of the following financial 

statements? 

Table 1.7: Accounting staff apply accounting standards 

 Mean S.D 

Balance sheet 4.02 1.66 

Profit & loss Account 4.15 1.79 

Source: Primary Survey 

Figure 1.7: Accounting staff apply accounting standards 

 
Source: Primary Survey 

Table and chart show that accounting staff apply accounting standards for the preparation of the financial 

statements in Public sector enterprises. It is evident that accounting staff apply accounting standards for 

the preparation of Balance sheet as supported by 4.02 mean value and also apply accounting standards for 

the preparation of profit & loss account as mean value 4.15 was recorded for this statement. 
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8. Do you disclose the following items in your profit & loss account? 

Table 1.8: Disclosure of following items 

 Mean S.D 

Ordinary activities 3.99 1.45 

Extraordinary items 3.98 1.88 

Prior period items 3.47 1.53 

Effect of change in accounting estimated policy 3.57 1.42 

Source: Primary Survey 

Figure 1.8: Disclosure of following items 

 
Source: Primary Survey 

The above table and chart depict some items for public sector enterprises to disclose in profit & loss 

account. It shows that ordinary activities are disclosed in profit & loss account as mean value (3.99) 

recorded and extraordinary items are disclosed in profit & loss account as mean value (3.98) secured for 

this item. In addition, effect of change in accounting estimated policy were also disclosed and prior period 

items also disclosed in profit and loss account with mean values 3.57 and 3.47 respectively. 

 

9. Is the Enterprise committed to applying both local and International Financial Reporting Standards 

(IFRS)? 

Table 1.9: Enterprise applying both local and International standard 

 Mean S.D 

Yes 3.98 0.89 

To some extent 4.05 0.95 

No 1.35 2.21 

Source: Primary Survey 

 

 

 

 

 

 

http://www.ijfmr.com/


 

International Journal for Multidisciplinary Research (IJFMR) 
 

E-ISSN: 2582-2160   ●   Website: www.ijfmr.com       ●   Email: editor@ijfmr.com 

 

IJFMR260485377 Volume 8, Issue 4, July-August 2026 13 

 

Figure 1.9: Enterprise applying both local and International 

 
Source: Primary Survey 

Table and chart indicate the Enterprise committed to applying both local and International Financial 

Reporting Standards (IFRS). It can be seen that public sector enterprise committed to applying both local 

and International Financial Reporting Standards (IFRS) to some extent as mean value 4.05 secured for 

this statement and some enterprises has committed to applying both local and International Financial 

Reporting Standards (IFRS) as mean value 3.98 supports this fact. 

 

10. Do you support maintaining local accounting standards and revising them to harmonize with 

International Financial Reporting Standards? 

 

Table 1.10: maintaining local accounting standards 

 Mean S.D 

Yes 4.28 0.99 

To some extent 4.10 0.92 

No 1.05 1.01 

Source: Primary Survey 

Figure 1.10: maintaining local accounting standards 

 
Source: Primary Survey 

Table and chart reflect maintaining local accounting standards and revising them to harmonize with 

International Financial Reporting Standards. It can be evident that public sector enterprises maintained 
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local accounting standards and revising them to harmonize with International Financial Reporting 

Standards to some extent as mean value 4.10 supports the statement whereas some of public sector 

enterprises have maintained local accounting standards and revising them to harmonize with International 

Financial Reporting Standards as mean value 4.28 was recorded. 

 

11. Do you believe that applying accounting standards in the Public sector leads to quantitative and 

qualitative improvements in disclosure? 

Table 1.11: Applying accounting standards 

 Mean S.D 

Yes 4.38 0.79 

To some extent 4.15 1.05 

No 1.04 1.31 

Source: Primary Survey 

Figure 1.11: Applying accounting standards 

 
Source: Primary Survey 

Table and chart indicate that applying accounting standards in the Public sector leads to quantitative and 

qualitative improvements in disclosure. It can be found that applying accounting standards in the Public 

sector leads to quantitative and qualitative improvements in disclosure to some extent as mean value 4.15 

recorded whereas some of public sector enterprises suggested that applying accounting standards in the 

Public sector leads to quantitative and qualitative improvements in disclosure as mean value 4.38 supports 

this statement. 

 

12. Do you think that applying accounting standards leads to the development of accountants' professional 

abilities? 

Table 1.12: Applying accounting standards 

 Mean S.D 

Yes 4.46 1.09 

To some extent 4.13 0.96 

No 1.13 1.95 

Source: Primary Survey 
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Figure 1.12: Applying accounting standards 

 
Source: Primary Survey 

Table and chart show that applying accounting standards leads to the development of accountants' 

professional abilities. It can be observed that public sector enterprises admit that applying accounting 

standards leads to the development of accountants' professional abilities to some extent as mean value 

4.13 recorded for this statement whereas some of public sector enterprises have believed that applying 

accounting standards leads to the development of accountants' professional abilities as mean value 4.46 

supported this statement. 

 

13. Do you believe that local accounting standards are easy to understand and do not require personal 

interpretation by accountants? 

Table 1.13: local accounting standards 

 Mean S.D 

Yes 4.59 1.76 

To some extent 4.35 1.85 

No 2.85 1.98 

Source: Primary Survey 

Figure 1.13: local accounting standards 

 
Source: Primary Survey 

Table and chart reveal that local accounting standards are easy to understand and do not require personal 

interpretation by accountants. It can be described that public sector enterprises advocated local accounting 
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standards are easy to understand and do not require personal interpretation by accountants to some extent 

as mean value 4.35 secured whereas some public sector enterprises advocated local accounting standards 

are easy to understand and do not require personal interpretation by accountants as mean value 4.59 

secured for this statement. 

 

14. Have the following accounting assumptions been followed in the financial statements? 

Table 1.14: Accounting assumptions 

Assumptions Mean S.D 

Going concern 4.55 1.69 

Consistency 4.68 1.95 

Accrual 4.52 1.99 

Source: Primary Survey 

Figure 1.14: Accounting assumptions 

 
Source: Primary Survey 

Table and chart indicate the accounting assumptions been followed by public sector enterprises while 

preparing financial statements. It can be found that going concern accounting assumption been followed 

by public sector enterprises while preparing financial statements as supported by 4.55 mean value. In 

addition, consistency and accrual accounting assumption were followed by public sector enterprises while 

preparing financial statements as mean values 4.68 and 4.52 recorded for the statements respectively. 

 

2. To study the role of IPSAS how much they are successful in their objectives 

This section examines the role and effectiveness of International Public Sector Accounting Standards 

(IPSAS) in achieving their stated objectives within public sector entities. IPSAS are globally recognized 

accrual-based accounting standards designed to enhance the quality of general-purpose financial reporting 

by governments and other public sector organizations. Their primary objectives include improving 

transparency, accountability, comparability, and decision-making in public financial management. 

The research synthesizes findings from various implementations globally to assess the success of IPSAS 

in meeting these objectives. Evidence suggests that IPSAS adoption has significantly contributed to 

increased financial transparency and accountability, primarily through the shift from cash to accrual 

accounting, which provides a more comprehensive view of assets, liabilities, revenues, and expenses. This 
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enhanced information has, in turn, facilitated better-informed resource allocation and management 

decisions. Furthermore, IPSAS has demonstrably improved the comparability of financial statements 

across different public sector entities and jurisdictions, fostering a more cohesive understanding of public 

finances on a global scale. 

However, the path to successful IPSAS implementation is not without its challenges. Common obstacles 

include inadequate funding, a lack of technical expertise, insufficient IT infrastructure, resistance to 

change within bureaucratic structures, and the need for continuous training and capacity building. Despite 

these hurdles, the overall consensus points to IPSAS being largely successful in advancing its objectives 

where strong institutional commitment, political will, and supportive regulatory frameworks are in place. 

The continuous evolution and wider adoption of IPSAS reinforce their crucial role in strengthening public 

financial management and promoting good governance worldwide. 

 

Role of IPSAS 

In an increasingly interconnected global economy, the demand for transparency, accountability, and 

comparability in financial reporting extends beyond the private sector to encompass government entities 

and other public sector organizations. International Public Sector Accounting Standards (IPSAS) have 

emerged as a critical framework to address this need. Issued by the IPSAS Board, an independent standard-

setting body established by the International Federation of Accountants (IFAC), IPSAS are accrual-based 

accounting standards designed specifically for the unique context of the public sector. Their overarching 

objective is to enhance the quality of general-purpose financial reporting by public sector entities 

worldwide. 

International Public Sector Accounting Standards (IPSAS) are a critical framework in public sector 

accounting, designed to enhance the quality of general-purpose financial reporting by government entities 

and other public sector organizations worldwide. 

IPSAS requires comprehensive recognition, measurement, and disclosure of all assets, liabilities, 

revenues, and expenses, offering a more complete view of government finances. They provide a robust 

framework for assessing the stewardship of public resources, holding governments and public sector 

entities more accountable for their financial decisions. IPSAS establishes a unified framework for 

consistent financial reporting across different public sector entities and nations, facilitating meaningful 

comparisons. With more complete, accurate, and timely financial information, public sector managers, 

policymakers, and legislators can make sound decisions regarding resource allocation, budgeting, and 

long-term planning. 

 

Purpose and Nature: 

 IPSAS are accrual-based accounting standards issued by the IPSAS Board, an independent standard-

setting body established by the International Federation of Accountants (IFAC). 

 They aim to bring a disciplined, comprehensive, and consistent approach to public sector financial 

reporting, similar to how IFRS functions in the private sector. 

 The core idea is a shift from traditional cash-based accounting to an accrual basis, which records 

transactions when they occur, regardless of cash movement. 

 

Benefits of IPSAS Adoption: 

 For Governments and Public Sector Entities: Better financial management, increased efficiency  
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and effectiveness, and alignment with international best practices. 

 For Citizens and the Public: Greater public trust and more informed engagement due to enhanced 

transparency and accountability. 

 For International Organizations and Investors: Improved assessment of sovereign risk, facilitation 

of international cooperation, and attraction of foreign investment. 

 

Challenges in Implementation: Despite the benefits, IPSAS implementation faces challenges, especially 

in developing countries. These include: 

 Inadequate funding. 

 Lack of technical expertise and capacity building. 

 Insufficient IT infrastructure. 

 Resistance to change. 

 Complexity of standards. 

 Conflicts with local legislation. 

 Issues with data availability and quality. 

The role of IPSAS is transformative, moving public sector accounting towards a more modern, transparent, 

and accountable paradigm. While implementation can be complex, IPSAS is generally successful in 

achieving its objectives where there is strong commitment and investment in necessary resources. 

 

The Core Role of IPSAS 

The fundamental role of IPSAS is to bring a disciplined, comprehensive, and consistent approach to public 

sector financial reporting, akin to the standards applied in the private sector (International Financial 

Reporting Standards - IFRS). This involves a fundamental shift from traditional cash-based accounting to 

an accrual basis, which records transactions when they occur, regardless of when cash is exchanged. This 

transition is pivotal as it provides a more complete and accurate picture of an entity's financial position, 

performance, and cash flows. 

Specifically, IPSAS play a crucial role by: 

 Promoting Transparency: By requiring comprehensive recognition, measurement, and disclosure of 

all assets, liabilities, revenues, and expenses, IPSAS unveils a more complete view of government 

finances. This increased transparency allows citizens, oversight bodies, and other stakeholders to better 

understand how public funds are being utilized and managed. 

 Enhancing Accountability: Accrual-based IPSAS provides a robust framework for assessing the 

stewardship of public resources. Governments and public sector entities can be held more effectively 

accountable for their financial decisions and the efficient use of public money, fostering greater trust 

and confidence. 

 Improving Comparability: IPSAS establishes a unified framework, allowing for consistent financial 

reporting across various public sector entities within a country and across different nations. This 

standardization facilitates meaningful comparisons of financial performance and position, which is 

invaluable for policy analysis, benchmarking, and international collaboration. 

 Facilitating Informed Decision-Making: With more complete, accurate, and timely financial 

information, public sector managers, policymakers, and legislators are better equipped to make sound 

decisions regarding resource allocation, budgeting, and long-term financial planning. It helps in 

understanding the true costs of delivering public services and the sustainability of public policies. 
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Benefits of IPSAS Adoption 

The widespread adoption of IPSAS is driven by several significant benefits for various stakeholders: 

 For Governments and Public Sector Entities: 

o Better Financial Management: IPSAS enables a fuller understanding of assets and liabilities, leading 

to improved management of public resources, enhanced budgetary control, and better identification of 

financial risks and opportunities. 

o Increased Efficiency and Effectiveness: By providing a clearer picture of costs, IPSAS supports 

efforts to improve operational efficiency and assess the effectiveness of public service delivery. 

o Alignment with Best Practices: Adopting IPSAS aligns public sector financial management with 

international best practices, improving credibility and reputation on a global stage. 

 For Citizens and the Public: 

o Greater Public Trust: Enhanced transparency and accountability foster greater public trust in 

government and how taxpayer money is managed. 

o Informed Engagement: Citizens gain access to more understandable and comprehensive financial 

information, enabling them to engage more meaningfully in public discourse and hold their 

governments responsible. 

 For International Organizations and Investors: 

o Improved Assessment of Sovereign Risk: For international financial institutions, development 

banks, and credit rating agencies, IPSAS-based reports offer more reliable and comparable data for 

assessing sovereign risk and making lending or investment decisions. 

o Facilitating International Cooperation: Harmonized financial reporting facilitates collaboration and 

coordination among governments and international organizations on various financial initiatives. 

o Attracting Foreign Investment: For emerging economies, high-quality, transparent financial 

reporting can boost investor confidence and potentially attract more foreign direct investment into the 

public sector. 

 

Challenges in Implementation 

Despite the clear benefits, the implementation of IPSAS often presents significant challenges, particularly 

for developing countries: 

 Inadequate Funding: The transition to accrual accounting and IPSAS-compliance requires 

substantial investment in new systems, processes, and training, which can be a major financial hurdle. 

 Lack of Technical Expertise and Capacity Building: Many public sector entities lack staff with the 

necessary accounting skills and technical expertise in accrual accounting and IPSAS. Continuous, 

practical training programs are essential. 

 Insufficient IT Infrastructure: Outdated or inadequate information technology systems can impede 

the accurate capture, processing, and reporting of the comprehensive data required by IPSAS. 

 Resistance to Change: Public sector institutions, often accustomed to traditional cash-based 

reporting, may exhibit significant resistance from employees and officials, necessitating robust change 

management strategies. 

 Complexity of Standards: IPSAS, being comprehensive, can be complex to interpret and apply, 

especially for smaller entities with limited resources. 

 Conflicts with Local Legislation: Harmonizing international standards with existing national laws 

and regulations can be a complex and time-consuming process. 
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 Data Availability and Quality: Moving to accrual accounting requires collecting and valuing 

information on assets and liabilities that may not have been previously recorded, posing data collection 

and quality challenges. 

 

Conclusion 

In conclusion, the accounting system of Public Sector Enterprises in India is evolving from a traditionally 

cash-based approach towards a more comprehensive accrual-based system. This transition, driven by the 

need for greater transparency, accountability, and better financial management, is influenced by 

international best practices, particularly IPSAS, and is being guided by the GASAB through the 

formulation of IGFRSs. While challenges remain in the implementation process, the long-term benefits of 

a modern accounting system aligned with global standards are crucial for enhancing the efficiency and 

accountability of India's vital Public Sector Enterprises, including those operating in states like Haryana 

and NCR areas. 

The historical emphasis of the accounting system in Indian PSEs has been on budgetary control and 

ensuring compliance with allocated funds. Accountability was primarily demonstrated through reporting 

on cash inflows and outflows against budget provisions. With the move towards accrual accounting, the 

focus is expanding to include a more comprehensive assessment of financial performance, the true cost of 

services, and the overall financial position of PSEs. This aligns with the objectives of enhanced 

transparency and accountability promoted by IPSAS. The role of IPSAS in public sector accounting is 

transformative, moving governments towards a more modern, transparent, and accountable financial 

management paradigm. While the journey to full IPSAS adoption is often complex and resource-intensive, 

marked by various challenges related to capacity, funding, and resistance, the overarching consensus 

indicates that IPSAS are largely successful in achieving their objectives. Where governments demonstrate 

strong institutional commitment, political will, and invest in the necessary infrastructure and human 

capital, IPSAS has proven to significantly enhance the quality of financial reporting. The continuous 

global momentum towards IPSAS reinforces their pivotal role in strengthening public financial 

management, promoting good governance, and building public trust in how public resources are managed 

worldwide. 
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