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The NZ Economy – mid 1980s

• Two decades of deficits

• Highly regulated economy

• Slow growth

• Increasing unemployment
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1989 was a big year!
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And in addition…
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FM System - pre1989

• Cash-based budgeting and accounting

• Centralized, Treasury-run accounting 
system

• Very few accountants in government

• Program budgeting

• Fund accounting

• Input focus – with detailed rules 

• Little managerial discretion
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Performance was the Objective

• “Owner” vs. “purchaser” 
̶ Financial statements report ownership performance

̶ Service performance statements report purchase 

performance

• Inputs / outputs / outcomes
• “Crown” vs. department

Need accrual accounting 

to measure both



26/10/2018

4

cipfa.org

Accountability Framework

MINISTER

CHIEF EXECUTIVE

SPECIFICATION

PERFORMANCE DECISION

AUTHORITY

INCENTIVES

ON BEHAVIOR

PERFORMANCE

INFORMATION
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Fiscal Strategy Report

Economic and Fiscal Update

Budget Policy Statement

Budget

Forecast Financial Statements

Estimates of Appropriation

Performance Specification 
Documents - Government
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Reporting by the Government

Financial statements

Annual

Monthly

FSG Basics
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How The Economist Saw It…
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Integrated Management Cycle

Strategic Planning

Budgeting
•• Capital
•• Operating

Operations / Budget
Implementation

Monitoring/
Reporting
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IPSAS Development – 1995 on
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IPSAS – the benchmark

IMF IPSAS are the only international accounting standards designed for the 

public sector (2014)

EC IPSAS is currently the only internationally recognized set of public 

sector accounting standards  (2013)

World Bank As the only available international financial reporting standards for 

governments that are based on generally accepted accounting 

principles, IPSAS can contribute to greater quality, consistency, and 

comparability of government financial information within and between 

jurisdictions. (2004)

FEE International standards (IPSAS) already exist. They are the only 
recognized set of international standards. (2014)

IFAC High-quality and timely accrual-based financial reporting in the public 
sector can be achieved through the adoption of globally-accepted, high 
quality reporting standards developed specifically for the public sector, 
i.e., IPSASs.  (2014)

IIF The IIF supports the implementation of international public sector 

accounting standards (IPSAS) for governments due to their importance 

for global growth and stability.  (2013)
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Adoption of Accrual Accounting

cipfa.org

Current Financial Reporting Standards
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Good accounting is good economics…

Accounting

Accrual basis means a basis of accounting under 
which transactions and other events are 
recognized when they occur (and not only when

cash or its equivalent is received or paid). 
Therefore, the transactions and events are 
recorded in the accounting records and 
recognized in the financial statements of the 
periods to which they relate. The elements 
recognized under accrual accounting are assets, 
liabilities, net assets/equity, revenue, and 
expenses. (IPSAS 1)

National Income

Statistics

1.101 Flows shall be recorded on an accrual basis; that 
is, when economic value is created, transformed or 
extinguished, or when claims and obligations arise, are 
transformed or are cancelled. ...

20.171 Accrual accounting records flows at the time 
economic value is created, transformed, exchanged, 
transferred or extinguished. It is different from cash 
recording … 

1.85 Stocks are the holdings of assets and liabilities at a 
point in time. …

1.86 … Stocks are recorded for all assets within the 
system’s boundaries; that is, for financial assets and 
liabilities and for non-financial assets …

1.114 … Balance sheets present stocks of assets and 
liabilities and net worth. (ESA 2010)
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Net worth and GFS…
However, governments have become less liquidity constrained in carrying 
out fiscal policy and have become increasingly concerned about the 
resource implications of fiscal actions as well as their financing. Cash 
transactions do not adequately capture either the timing of the policy 
action or its impact on the economy. In consequence, there has been 
increasing dissatisfaction with cash transactions as the sole basis for 
assessing fiscal policy.

The new framework facilitates a more comprehensive assessment of 
the economic impact of government activity and the sustainability 
of fiscal policy.

For example, a government’s policies will not be 
sustainable if they significantly reduce its net 
worth.
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Developments since 2001…

• A significant number of governments (including approx. 
80% of OECD countries) have moved to adopt accrual 
reporting;

• Relatively few countries budget on an accrual basis;

• Very, very few have base their full PFM systems on 
accrual information;

• Fiscal policy and fiscal management have maintained 
their focus almost exclusively on cash and debt;

• Many countries struggle to find a use in their fiscal 
decision-making for accrual information.
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So How Is It Going Then?
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So How Is It Going Then?

Global 

Financial Crisis

Canterbury 

Earthquakes
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Latest Annual Results (June 2017) …
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And comparatively?
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The Progress…

 Accrual reporting the norm

 IPSAS the benchmark

 Economics is there in principle, but not 
in practice
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The Challenges…

 Public Financial Management requires a 
systems approach

 Fiscal Management must use accrual 
information

 Obtaining sufficient political commitment

 Conveying the value of accrual information
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