ACTA UNIVERSITATIS AGRICULTURAE ET SILVICULTURAE MENDELIANAE BRUNENSIS

Volume 68

84

Number 5, 2020

DETERMINANTS OF THE IMPLEMENTATION
OF THE PUBLIC-SECTOR CONSOLIDATED
FINANCIAL STATEMENTS IN VIETNAM

Yen Thi Tran?, Thanh Thi Cam Tran?, Trang Cam Hoang?

1 School of Accounting, University of Economics Ho Chi Minh City, Vietnam, 59C Nguyen Dinh Chieu st., District 3,

Ho Chi Minh City, Vietnam

2 Faculty of Economics and Accounting, Quy Nhon University, 170 An Duong Vuong, Quy Nhon city, Vietham
% Faculty of Finance and Banking, Ton Duc Thang University, 19 Nguyen Huu Tho Street, Tan Phong Ward,

District 7, Ho Chi Minh City, Vietham

Link to this article: https://doi.org/10.11118/actaun202068050903

Received: 6. 2. 2020, Accepted: 29. 9. 2020

To cite this article: TRAN YEN THI, TRAN THANH THI CAM, HOANG TRANG CAM. 2020. Determinants of the
Implementation of the Public-Sector Consolidated Financial Statements in Vietnam. Acta Universitatis Agriculturae
et Silviculturae Mendelianae Brunensis, 68(5): 903-913.

Abstract

The purpose of this study is to identify factors that affect the implementation of the consolidated
financial statements (CFS) of the public sector in Vietnam. The study also presented some of the
benefits and challenges of implementing CFS in the view of some experts in Vietham. The majority
view of experts thought that the implementation of CFS in the public sector has many benefits,
including a financial clarification of the public sector. Nevertheless, Vietnam will face difficulties
when implementing CFS such as human resources, infrastructure, and financial resources. The
results of the quantitative analysis showed that accrual accounting basis, accounting staff capacity,
regulatory environment, and information technology significantly influenced the implementation
of CFS of the public sector in Vietnam. The study contributes significantly to theory and practice as
Vietnamese policy makers recently issued Decree No. 25/2017/ND-CP on CFS for the public sector.
This Decree takes effect from January 1, 2018.

Keywords: consolidated financial statements, benefits, challenges, Decree No. 25/2017/ND-CP, public

sector, Vietnam

INTRODUCTION

Over the last two decades, many western countries
have been engaged with managerial reforms
inspired by new public management (Tagesson
and Grossi, 2012). These reforms have had a great
influence on the development of public accounting
and reporting systems. The most important
reform that took place in the public sector is the
movement from a cash-based accounting system
to an accrual one (Adhikari and Mellemvik, 2011).
The introduction of accrual accounting in the public
sector entities represents a first step towards the
introduction of a new reporting system in the public
sector, namely the consolidated reporting system.

The public-sector consolidated financial statements
represent a challenging topic of worldwide research
and has also become a debated issue both for the
international regulatory body (IPSASB) and for
governments (Cirstea, 2014).

Financial and political accountability demands
a broader and more complete accounting system
—the consolidated financial statement (CFS) - to
make decisions and improve accountability (Carini
and Teodori, 2019). CFS also serves to increase
accountability and transparency towards internal
and external stakeholders. CFS is now an essential
element of the public-sector financial reporting in
OECD countries in modern financial management
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systems (Bergmann et al, 2016). However, CFS is
a relatively recent development within the public
sector, and still, there are only a limited number
of countries that have introduced CFS in the
public sector at the central and local level (Grossi
and Pepe, 2009). Although few countries have
implemented the CFS (Cirstea, 2014), independent
bodies and experts are able to offer the necessary
input to carry out the changes; for example, the
International Public Sector Accounting Standards
Board (IPSASB). In some countries (e.g. Australia,
the USA, Canada, Sweden, the UK, New Zealand),
accounting standards for the consolidated financial
report in the public sector have already been
established (Grossi and Pepe, 2009). Vietnam is
a developing country with its own political and
institutional characteristics. Nevertheless, Vietham
has issued Decree No. 25/2017/ND-CP regulating
the preparation and disclosure of the public-sector
financial reports and began its adoption from
January 1, 2018. However, while there are no public
accounting standards there are many different
accounting regimes applicable to the public-sector
entities in Vietnam, such as the accounting regime
for administrative and non-business units, the
accounting regime in the field of social insurance,
the treasury accounting regime and the accounting
regime at the ward and commune levels. This
will undoubtedly make it difficult to prepare CFS
for the public sector in Vietnam. At present, there
are almost no studies about CFS in relation to
the public sector in Vietnam. More research is
therefore needed to clarify the benefits as well as
the challenges and difficulties of implementing CFS
in the public sector in Vietnam.

At the international level, the International Public
Sector Accounting Standards Board issued IPSAS 6,
recently superseded by IPSAS 35, according to
which, CFS represents the financial statements of
an economic entity, in which the assets, liabilities
net assets/equity, revenue, expenses, and cash flows
of the controlling entity and its controlled entities
are presented as those of a single economic entity
(IPSASB, 2017). Accordingly, the public-sector CFS
is a key factor within public-sector accounting.
In this context, and there is still a need for more
empirical and theoretical research based on
a separate research agenda allowing that the public
sector is organizationally specific (Santis et al,
2018). Adopting a structured literature review
methodology, Santis et al. (2018) investigate how
the CFS literature is developing and what its focus
is. They find that current studies dealing with
CES of the public sector refer mostly to only five
major topics: the definition of the consolidation
area; the identification of the reporting entity;
the privates public sector accounting standard
dichotomy; the relationship with the statistical
rules; and the usefulness of CFS (Santis et al,
2018). Through a study of relevant literature,
they show that very few studies use quantitative

methods to identify and measure the impact of
factors on either the implementation or expected
performance of CFS of the public sector in each
country.

This study makes two main contributions. First,
we use the qualitative research method through
interviews with experts who are knowledgeable
about public accounting. In this step, we seek
to synthesize and analyze the main benefits as
Vietnam performs CFS. We reveal the challenges
and difficulties for the implementation of
CFS in Vietnam in the near future. These
findings will assist Vietnamese policy-makers
in reviewing the implication and preparation
of public-sector CFS in the context of Vietnam.
Second, this study wuses the quantitative
research method to identify and measure the
effects of expected factors (as a result of the
literature review and expert interview) for the
implementation of public-sector CFSs in Vietnam.

Theoretical Background

The CFS in the public sector has gradually become
a matter of interest and of current debate both for
academics and practitioners. Commander theory as
posited by Goldberg (1965) shows that ownership
and control are separate notions. That is, ownership
is a legal condition, but control is a function that
can only be exercised by human beings. Senior
managers such as ministers or department heads
have the right to control the resources for which
they have responsibility. At the same time, they must
also be accountable for such resource management
before the resource owners. This perspective can
help to explain whether certain environmental
factors constitute significant impediments to the
cross-sector transfer of the consolidated financial
reporting practice to the public sector. Specifically,
it provides an examination of the beliefs of the
top-level and lower-level commanders as to the
usefulness of CFS for the purposes of accountability.
Public sector officials are responsible for the
compilation and the accountant is responsible for
the preparation of CFS. Therefore, the results of the
implementation of the report will depend on user-
commanders (Bergmann and Bietenhader, 2008;
Wise, 2010).

In the public sector, providing information on
government finances has been regarded as a means
of limiting conflict between citizens and politicians
and is a part of agency theory (Zimmerman,
1977). In addition, the agency theory offers one
possible explanation to why the consolidation in
the public and private sector is significant in terms
of accountability. It describes the information
asymmetry between the agent and the principal
and the problem of the pursuit of different power
between principal and agent, the agent has to
report to the principal. Moreover, in the context of
stakeholder theory, CFS can provide relevant and
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undistorted financial information to the internal and
external stakeholders (Bergmann et al, 2016). The
internal stakeholders, namely politicians and public
managers, consider CFS as a useful tool for steering
and controlling the direct and indirect provision
of public services. CFS might also to be considered
useful by external stakeholders (e.g. citizens,
international organizations, and rating agencies)
since CFS provides a summary of the financial
performance of the government as a whole.

CFS may be viewed as one of the most
significant accounting techniques of the public
sector accounting reforms, in which two or more
individual entities are reported as if they are one
common entity (Carini and Teodori, 2019). In order
to prepare CFS, separate sets of accounting reports
are aggregated and certain other adjustments made
to have consolidated totals. The financial statements,
individual financial statements or consolidated
ones, are considered a key accountability tool
for different users (Gomes et al, 2019). A focus in
this study is whether CFS is a useful tool for the
discharge of the accountability for government
resources. In other words, what are the main
benefits that CFS provide? Cirstea (2014) recognizes
that CFS can bring many advantages to the public
sector. Specifically, they increase the transparency
and accountability of the government and public
property agencies. Previous studies identify the
relevance of the public-sector CFS regarding their
usefulness for stakeholders. Usefulness consists
of providing a more comprehensive picture of
the “public group” supporting decision-making
processes and, at the same time, ensuring public
accountability (Bisogno et al., 2015). CFS is a useful
instrument for the government because it
presents a clear picture of the current economic
status and functioning of public units (Bergmann
etal, 2016). Furthermore, recent research by Gomes
et al. (2019) found that Portugal and Spain have
reformed their national standards to implement the
IPSAS for consolidated reporting because it is useful
for assessing a government's financial position,
performance and cash flows. In sum, CFS are both
an accountability tool and a decision-making tool
(Carini and Teodori, 2019).

The IPSASB is an independent standard-setting
body of the International Federation of Accountants
(IFAC) which promulgates accounting standards for
the public sector that are based on private sector
standards. In May 2000, the IPSASB issued the
IPSAS 6, enhancing the quality, consistency, and
transparency of financial reporting in the public
sector worldwide. In the public sphere, IPSAS 6
aims at establishing provisions for the preparation
and presentation of CFS and accounting of
controlled entities, jointly controlled entities and
associations. The provisions allow for separate
financial statements from the controlling entities,
ventures and investors. In the private sphere,

IFRS 10 contains some issues that are not included
in IPSAS 6. This aspect generates the need to issue
a new accounting standard for the public sector
regarding the CFS, as well as a review of the
existing one. To achieve improvements to IPSAS 6
from the public sector point of view, IPSAS 35 was
issued. IPSAS 35 replaces the IPSAS 6 requirements
regarding CFS. The amendments to it were
influenced by the standards of the private sector,
but also by the specificity of the public sector.
IPSAS 35 still requires that control is assessed with
regard to benefits and power, but the definition of
control has changed and the standard now provides
considerably more guidance on assessing control.
In addition, it introduces the concept of investment
entities, which may be applicable to some sovereign
wealth funds. In contrast with IPSAS 6 — consolidated
and separate financial statements, IPSAS 35 no
longer permits an exemption from consolidation
for temporarily controlled entities. IPSASs on CFS
are issued with the aim to improve the quality of
general purpose financial reporting by public sector
entities, public system organizations, governments
and other non-profit organizations (IPSASB, 2017).
In Vietnam, according to the Decree No. 25/2017/
ND-CP, the CFS of the public sector in Vietnam
is prepared and applied for the financial year
from 2018, the units tasked with providing the
information for the preparation of the government
financial reports are: The Ministry of Finance;
State Treasury at all levels; agencies managing,
performing state budget revenues and expenditures
at all levels; agencies managing the assets and
capital of the state at all levels; state agencies and
organizations using the state budget; agencies and
organizations managing non-state budget funds;
and public Service units. Accordingly, publicly-
owned companies are not included in the scope of
the consolidation. The government financial reports
in Vietnam are made both nationwide and for the
province. The government financial reports must be
composed of four types, namely report on the state
financial situation, the report on the results of state
financial activities, the statement of cash flows, and
the notes on state financial statements (Socialist
Republic of Vietnam, 2017). Recently, in order to
prepare well CFS for public sectors in Vietnam, the
Ministry of Finance issued two Circulars guiding
in details for preparing CFS, namely Circulars No.
99/2018/TT-BTC and No. 133/2018/TT-BTC (Ministry
of Finance, 2018a; Ministry of Finance, 2018h).
However, the benefits for internal and external
users and the potential improvement of public
sector accounting systems have to be compared
with the costs and obstacles involved in the
implementation of consolidated financial reporting
(such as personnel costs, costs for training and
consulting information technology systems, etc.).
There are some problems with implementing
and using CFS in the public sector, including the
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difficulty of comparing consolidated information
across different levels of the government and in
defining the scope of consolidation (Santis et al,
2018; Santis et al, 2019). At the same time, the
consolidation process requires eliminating the
financial effects of the internal operations carried
out between a local authority and its subordinate
units, so that CFS only reflects external transactions
with third parties.

Bergmann and Bietenhader (2008), using a survey
in Switzerland, find that there are reasons for not
preparing CES in the public sector, such as the lack
of interest or political pressure, the high costs of
implementation, the lack of legal obligations, and
technical problems. Grossi and Pepe (2009) provide
an understanding of the reasons why CFS is not yet
widespread in Italian local government or other
EU continental countries. To adopt CFS, the local
government needs to overcome obstacles that are
primarily of cultural, technical as well as of a legal
nature. There are cultural obstacles because CFES is
still a new task for Italian local authorities. They
need to invest more in new technology and training
activities in this specific and complex accounting
tool. The technical obstacles concern the lack of
homogeneity in the financial statements of the single
entities included within the area of consolidation.
The main problem is that decentralized entities
use national private-sector accounting standards
which differ from those used by local governments.
In addition to technical and cultural difficulties,
there are also legal obstacles, because CFS is not
compulsory in Italia. Cirstea (2014) states that
the preparation of public sector CFS would have
caused a series of problems, namely the lack of
homogeneity of the financial statements prepared
by controlled entities, the fact that the public sector
standards must be different from those for the
private one, the lack of professionals, and the lack of
the obligation for presenting consolidated reports.
Carini et al. (2019) survey the local financial officials
in Ttaly and show that CFS has a positive impact on
the managers' decisions and accurately assesses
the local performance. Additionally, they find that
the difficulties when implementing and preparing
CFS are the lack of professional knowledge of
financial staff and the costs in applying CFS. Carini
et al. (2019) maintain that the preparation of CFS is
a very difficult task which may need a long time,
but which, nevertheless, contributes to better
understanding of the government's financial
position. Therefore, Santis et al. (2019) found that
CFS implementation should be preceded by a testing
period for local governments because of improving
employees' skills. Santis et al. (2019) also suggested
that central governments should provide technical
assistance to local governments through training to
facilitate the implementation of CFS. Recently, Chow
et al. (2019) conduct an empirical comparative
study of consolidated government accounting

reforms in the UK, Australia, New Zealand, Canada
and Sweden, and show that contextual differences
in these countries greatly influence the application
and awareness of the usefulness of CFS. Thus, the
benefits for the internal and external users and the
potential improvement of public-sector accounting
systems have to be compared with the costs
involved in the implementation of CFS.

Hypothesis Development

The Accrual Accounting Basis and
the Implementation of CFS in the Public Sector

Changing from a cash basis to an accrual basis of
accounting has implications for many features of
public sector accounting and financial reporting,
one of which is the use of accrual-based consolidated
financial reporting (Tagesson and Grossi, 2012;
Guthrie, 1998). The introduction and presentation
of consolidated reports in the public sector are
closely connected with the adoption of an accrual-
based accounting system, an idea also approved
by some researchers (Guthrie, 1998). Public sector
accrual basis CFSs, represent a significant role in the
whole interconnected set of governments financial
statements, that add value to budget information
and individual financial statements, helping to
understand the whole financial performance
and position of the government (assets, liabilities,
performance) by providing reliable information
(Cirstea et al, 2017). Furthermore, accrual CFS
represents a useful tool for a clear picture of the
current economic status and government as a whole
(Wise, 2010). In this framework, the promoting of
accrual basis reporting provides a realistic picture
of the position and performance of the whole public
sector, therefore increasing transparency and
accountability (Andriani et al,, 2010). Therefore, this
study proposes the following hypothesis:

H,.-The accrual accounting basis positively
influences the implementation of CFS in the
public sector in Vietnam.

The Regulatory Environment and
the Implementation of CFS in the Public Sector

Based on contingency theory, Luder (1992)
argues that each country should allow its own
economic, cultural and political characteristics to
provide appropriate legal provisions. Indeed, the
characteristics of the political environment of each
country are different, which creates differences in
the regulatory environment, as legal regulations
are instrumental in institutionalizing management
perspectives and the administration of the State
(Bergmann and Bietenhader, 2008). Furthermore,
Grossi and Steccolini (2015) also noted that
countries should not fully apply the private sector
consolidated financial reporting principles to
develop CFS regulations for the public sector, as the
public sector has its own characteristics. Especially,
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In an analysis of the barriers to the implementation
of CFS in Italian local governments, Grossi and Pepe
(2009) points out that the regulatory environment
plays a key role. He finds that the lack of specific
public sector integration standards is a major
barrier for public agencies in the CFS preparation
and presentation process. The results of Bergmann
et al (2016) shows that the Organization for
Economic Co-operation and Development (OECD)
countries have a differentiated approach, so that
different legal provisions need to be introduced
regarding the methodology and principles for
identifying the integrated sector. From the results
of this analysis, this study proposes the following
hypothesis:
H, -The regulatory environment positively
influences the implementation of CFS in the
public sector.

The Accountants' Capacity and
the Implementation of CES in the Public Sector

Capacity is the characteristic of a person who has
the skill, knowledge, and ability to perform a task
(Boritz and Carnaghan, 2003). The accountants'
capacity is the ability to perform the duties and
expected roles of a professional accountant,
following the standards that employers and
society generally expect (International Federation
of Accountants Education Committee, 2001). The
capacity of human resources is an important factor
in determining the quality of financial reporting
information (Xu et al, 2003). In order to generate
useful financial information, financial statements
must be prepared by qualified staff in the field of
financial management and accounting systems.
Furthermore, Montesinos and Brusca (2008) argue
that the preparation of CFS is a difficult task to
accomplish and it takes a long time to prepare the
required human resources. Grossi and Pepe (2009)
also argue that the lack of qualified staff or staff in
CES is the most common problem and an obstacle
to the implementation of consolidated financial
statements in many countries. Therefore, this study
proposes the following hypothesis:

H,.-The accountants' capacity influences
implementation of CFS in the public sector.

the

Information Technology and
the Implementation of CFS in the Public Sector

Information technology includes computers
(mainframes, small computers), software, databases,
networks, e-commerce and other related technologies
(Welch and Wong, 2001). According to Salehi and
Husini (2011), the development of information
technology isnot only used in business organizations
but also in public sector organizations. The public
sector is obliged to develop and take advantage of
advances in information technology to improve
the financial management and distribution of
financial information for public services. CFS is

a complex task that requires financial investment
to upgrade the appropriate software (Montesinos
and Brusca, 2008). Furthermore, Bergmann and
Bietenhader (2008) also state that the difficulty of
drawing up CFS in the public sector in Switzerland
is a technical issue. The technical obstacles are
related to the lack of homogeneity in the financial
statements of the single entities included within
the area of consolidation. At the same time, Grossi
and Pepe (2009) points out that CFS is still a new
task for Italian local authorities, and that they need
to invest more in new technology and in training
activities in this specific and complex accounting
tool. Therefore, this study proposes the following
hypothesis:
H, - Information  technology influences
implementation of CFS in the public sector.

the

MATERIALS AND METHODS

Sample and Data Collection

To achieve the stated research objectives, we
apply a mixed-method research in the form of
explored mixed designs. Firstly, we present the
qualitative research method, then we present the
quantitative research method.

Qualitative research methodology is used to
identify (both discover and confirm) the impact of
factors on the implementation of CFS of the public
sector in Vietnam. At the same time, recipients
were asked to indicate their views and perceptions
on benefits and challenges of the implementation
of CFS in Vietnam's public units. This study was
conducted by a case study with data collection
techniques through group discussions with
twenty experts. The study adopted the semi-
structured level for the questionnaire (with closed
questions and open-ended questions). Participants
are professionals with a deep understanding of
public sector accounting in Vietnam, including
lecturers, chief accountants, and accountants with
working experience of at least 5 years. Moreover,
the questionnaire was pretested and revised by
obtaining the opinions of professionals. Then,
a completed questionnaire is used for quantitative
research in the next section.

In quantitative research, a survey approach was
adopted in this study. Questionnaire methods of
data collection are common in the investigation
of financial reports (Wise, 2010). A purposive
sampling technique was chosen as a means of
producing a sample that would provide insight
as to the implementation of the consolidated
financial reporting in Vietnam's public units. The
unit of analysis in this paper is each organization.
In each organization, we select an organization
representative to answer the survey questionnaire.
The scope of the survey includes administrative
agencies, public service about education,
medical industry, cultural, sports and other social
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organizations in the public sector in Vietnam. We sent
200 questionnaires to the survey subjects. Survey
respondents are the chief accountants, accountants,
managers and others related to the preparation and
use of information on CFS. The sampling criteria aim
at respondents who have experience and knowledge
related to the research topic, which can improve the
value of research results.

Measurement Scales

In the framework, the research model consists
of one dependent variable and four independent
variables. In general, we applied variables validated
in previous research (Santis et al.,, 2019).

The dependent variable in the research model
aims to capture the implementation of CFS of the
public sector in Vietnam. This variable is measured
using a scale that accords with Socialist Republic
of Vietnam (2017) and IPSASB (2017b), including
the implementation of four reports in CFS, ie. the
statement of financial position, the statement of
financial performance, the cash flow statement, and
the notes to the financial statements.

The four independent variables include accrual
accounting basis, accounting staff capacity, regulatory
environment, and information technology. A scale
of four items developed by Ofoegbu (2014) is used
to measure accrual accounting basis. The scale for
accounting staff capacity is adapted from Indriasih
and Koeswayo (2014) with four items including
knowledge, computer skill, attitude, and experience.
Regulatory environment use is measured following
Van (2016) with a scale of four items, i.e. accounting
law, budget law, accounting regime and Decree,
Circular guiding accounting. To measure the
variable of information technology, we use the
scale of four items developed by Quynh (2015).
The questionnaire used in this study has a scale
from one to five, making it a five-point scale. The
questionnaire is available upon request.

RESULTS AND DISCUSSION

Results of Qualitative Research

Through the interview process, this study
gathered feedback from experts focusing on three
main aspects. The first relates to the benefits of
implementing the public-sector CFS in Vietnam.
Experts in Vietnam believe that CFS helps to reveal
the financial picture of the entire public sector,
so that, users can better understand the assets,
liabilities, revenue, costs and cash flow of local and
central government. Moreover, they also state that
CFS will help users compare financial situations
between countries. Thus, CFS helps improve
transparency and accountability of the government
and agencies that use public resources.

The second aspect relates to the difficulties of
implementing the public-sector CFS in Vietnam.
In the opinion of the experts, implementing CFS in

Vietham will face many problems. Firstly, accrual
basis accounting has not been applied consistently
between accounting regimes of public units. Secondly,
the capacity of accountants to understand CFS is
limited. Thirdly, although Decree No. 25/2017/ND-CP
regulates CFS in the public sector, there is no Circular
guiding how to prepare and present CFS. Fourthly,
there are no public accounting standards in Vietnam.
Lastly, information technology infrastructure is still
weak and will find it difficult to integrate the large
data for CFS implementation throughout the country.

The third aspect concerns the factors expected
to affect the implementation of the public-sector
CFS in Vietnam. The results show that all experts
(100 percent) agree with the relevance of the
factors proposed, namely accrual accounting basis,
accounting staff capacity, regulatory environment,
and information technology. In addition, experts
have contributed additional factors. For example,
20 percent of expert opinion proposes adding the
accounting community factor, 20 percent of expert
opinion proposes adding an additional integration
pressure factor, and 20 percent of expert opinion
suggests adding an IPSAS factor. However, we have
not included these factors in the research model
because the proposed factors are not approved
by experts and by previous research supports.
Therefore, the regression function is:

ImpCFS,; = a, + 0, ACC, + a,CAP, + a,REG, + o IT+ €, (1)

where: the dependent variable is the implementation
of CFS in the public sector in Vietnam (ImpCFS)).

The independent variables are: ACC; Accrual
accounting basis; CAP: Accounting staff capacity;
REG: Regulatory environment; and IT;: Information
technology.

Results of Quantitative Research

The total number of questionnaires sent was 200,
of which 135 had valid responses. The survey took
place over three months, commencing January
2019. At the end of March 2019, there were
141 responses, of which 119 responses were due to
the direct questionnaire and 22 responses by email,
reaching a high response rate of 70.5 percent. After
excluding incomplete response, the author has
135 valid responses. The accountant in the public
sector's group represents the highest percentage
of respondents (83.9 percent) followed by the
head of the unit (8.7 percent) and the academics
(7.4 percent). On working experience, the majority
of respondents had over 5 to 10 years (56.3 percent)
and between 3 and 5 years of work experience
(37.8 percent), 5.9 percent has over 10 years of
work experience.

Reliability Analysis
We apply the Cronbach Alpha test to evaluate the

reliability of independent and dependent variables.
Observed variables with item-total correlation less
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L. Results of Multiple Scale Analysis

Variable name Items Cronbach's alpha Corrected Ite_m-Total Cronbach's Alpha if Item
Correlation Deleted

ACC1 613 .840
Accrual accounting basis ACC2 0.849 649 824
(ACO) ACC3 824 748
ACC4 672 814
CAP1 711 713
Accounting staff capacity CAP2 0.807 S77 781
(CAP) CAP3 ' 611 765
CAP4 598 770
REG1 .507 672
Regulatory environment REG2 a7 491 681
015 REG3 634 591
REG4 439 .709
IT1 416 .504
Information technology IT2 0.600 181 685
an IT3 ' 551 391
IT4 418 .503
ImpCFS1 .513 .865
The implementation of CFS ~ [MPCES2 0834 777 738
(ImpCFS) ImpCFS3 630 805
ImpCFS4 772 746

than 0.3 are excluded and the scale is chosen so that
the Cronbach Alpha coefficient is 0.6 or greater (Hair
et al, 2014a). As summarized in Tab. I, all scales have
a Cronbach Alpha coefficient greater than 0.6 and the
item-total correlation is greater than 0.3 except for IT2.

Observation variable (IT2) which belongs to the
factor of information technology has a Corrected
Item-Total Correlation of 0.181 < 0.3 so this
observation is rejected. When the observation
variable IT2 is eliminated, the Cronbach Alpha
coefficient of the content scale of the information
technology increases from 0.600 to 0.685. At the
same time, the remaining observation variables have
Corrected Item-Total Correlation in the range 0.430
to 0.584, which is greater than 0.3. Thus, the scales
were satisfactory and the observational variables
(except IT2) were retained in the exploratory factor
analysis (EFA).

The Exploratory Factor Analysis

After checking the reliability of the scale,
the exploratory factor analysis is conducted to
determine the underlying factorial structure of the
scale and eliminate unrelated items (Hair et al,
2014a; Hair et al, 2014b). The chosen extraction
method for factor analysis is the principal
components method with varimax rotation. The
results are summarized in Tab. IL

IT: Synthesized Results of EFA Analysis of Independent Variables

No. Parameters Value Satisfying conditions
1 KMO 0.736 >0.5
2 Sig. of Bartlett's Test  0.000 <0.05
3 Eigenvalues 1.393 >1
4 Cumulative (%) 63.563% >50%

Based on the results of EFA that are summarized
in Tabs. I1I, IV, and V, the scales exhibit convergent
values or observable variables that represent the
concepts to be measured.

Tab. VI describes independent and dependent
variable. The total number of observed variables is
nineteen items.

In short, the results of Cronbach's alpha coefficient
analysis and the EFA extracted four factors confirm
the implementation of CFS in the public sector in
Vietnam.

Multiple Regression Analysis

To begin, Pearson correlation among the studied
variables are presented in Tab. VIL Positive
correlations are found between four factors
(accrual accounting basis, accounting staff capacity;,
regulatory environment, information technology)
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[II: Rotated Component Matrixa

IV: Synthesized Results of EFA Analysis of Dependent Variable

Component No. Parameters Value Satisfying conditions
1 2 3 4 1 KMO 0.528 >0.5
ACC3 .909 2 Sig. of Bartlett's Test 0.000 <0.05
ACC4 818 3 Eigenvalues 2.341 >1
ACC2 783 4 Cumulative (%) 58.523 > 50%
ACC1 745
CAP1 847 V: Component Matrix®
CAP2 790 Component 1
CAP3 .750 ImpCFS2 .900
CAP4 736 ImpCFS4 .899
REG3 .834 ImpCES3 .800
REG2 755 ImpCFS1 .686
REG1 .681
REG4 563 We assessed the suitability of the model (Tab. VIII).
T3 339 The results show that the adjusted coefficient of R? is
. 0.454, which means that the linear regression model
IT4 780 was constructed in accordance with 45.40 percent of
IT1 675 the data and sig value < 0.05 and F = 28.831 show

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
2, Rotation converged in 5 iterations.

and the implementation of CFS in the public
sector indicating that these factors show a higher
implementation of CFS.

VL. Summary of Variables after Exploratory Factor Analysis

that the regression model is consistent with the
dataset, and that the variables included in the model
are statistically significant at the 5 percent level.
Secondly, we tested the significance of the
regression coefficients. The results show that there
are four factors with Sig. < 0.05. All four factors have
a similar impact on the expectation for implementing

No. Variables Criteria Type
1  Accrual accounting Basis (ACC) ACC3, ACC4, ACC2, ACC1 (4 criteria) Independent
2 Accounting staff capacity (CAP) CAP1, CAP2, CAP3, CAP4 (4 criteria) Independent
3 Regulatory environment (REG) REG3, REG2, REG1, REG4 (4 criteria) Independent
4  Information technology (IT) IT3, IT4, IT1 (3 criteria) Independent
5  The implementation of CFS ImpCFS) ImpCFS2, ImpCFS4, ImpCFES3, ImpCFS1 (4 criteria) Dependent
VIL: Correlation Matrix
ImpCFS ACC CAP REG IT
Pearson Correlation 1.000
ImpCES
Sig.
Pearson Correlation 142 1.000
ACC
Sig. 051
Pearson Correlation 485 .000 1.000
CAP
Sig. .000 .500
Pearson Correlation .209 .000 .000 1.000
REG
Sig. .007 .500 .500
Pearson Correlation 414 .000 .000 .000 1.00
IT
Sig. .000 .500 .500 .500
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VIII: Multiple Regression Analysis

t-value Sig. Conclusion

Determinants of the implementation of the public-sector consolidated financial statements in Vietnam:

Proposed hypothesis Standardized Coefficients
Accrual accounting Basis (ACC) 0.142
Accounting staff capacity (CAP) 0.485
Regulatory environment (REG) 0.209
Information technology (IT) 0414

2.218 ok H1 accepted
7.592 otk H2 accepted
3.274 otk H3 accepted
6.485 otk H4 accepted

Statistical significance is indicated by ***, ** and * for 1%, 5% and 10% respectively

CFS of the public sector in Vietnam. In particular, as
shown in Tab. VIII, the most influential factor is the
factor of accounting staff capacity (a, = 0.485), the
second strongest factor is information technology
(a, = 0.414), the third strong factor is regulatory
environment (a, = 0.209), while accrual accounting
basis is the least significantly (a, = 0.142). To test
multi-collinearity, we use tolerance and variance
inflation factors (VIF). The VIF value of the four
factors satisfies the non-self-correlation (1 < VIF < 5),
so there is no multi-collinearity.

In short, we determine four factors affecting
the implementation of CFS in the public sector
in Vietnam. The results of this study support the
conclusions from previous studies. Thus, the
capacity of human resources is one of the important
factors in determining the quality of financial

Wise (2010) argues that technical infrastructure
and human resources are important to prepare
for the process of preparing public sector
financial reporting because these sources are
required for making the reports. In the context of
Italian local governments, Grossi and Pepe (2009)
points out that the regulatory environment plays
a key role. Luder (1992) based on Contingency
theory, argues that each country should allow its
own economic, cultural and political characteristics
to provide appropriate legal provisions. We
conclude that accrual accounting improves the
comparability of the financial performance between
jurisdictions and provides greater accountability
of public resources, as the financial data becomes
more transparent, so that, accrual accounting
facilitates the consolidation of financial statements

reporting information (Xu et al., 2003). For example, (Christiaens et al., 2010).

CONCLUSION

The majority view of research and accounting experts think that the implementation of CFS in the
public sector has many benefits, including a financial clarification of the overall public sector. With
CFS, information users can anticipate a better understand of the public sector's assets, liabilities,
revenues, costs, and cash flows (Santis et al, 2018). Nevertheless, Vietnam, as other countries in
the world, will face difficulty when implementing CFS. Some typical difficulties include human
resources, infrastructure, financial resources (Cirstea, 2014).

The results of the quantitative analysis of this paper showed that the implementation of CFS
of the public sector in Vietham was influenced by four factors. Specifically, the expectation is
that accounting staff capacity will have the strongest impact on CFS. The next important factor
is information technology, followed by regulatory environment and applied accounting basis.
Accordingly, Vietnam in seeking to implement CFS for the public sector, will need to focus on the
capacity of its accountants. Accountants must have a clear understanding of CFS. In addition,
Vietnam must upgrade its information technology system, using data integration software. Vietham
must also revise the accounting regimes currently applied to different public entities and require the
introduction of an accounting standard for the public sector based on accruals.

Implications

This study has theoretical implications. First, the findings from this study support the contingency
theory (Luder, 1992). Thus, the study provides evidence that the regulatory environment is a country-
specific factor, and which should be noted when applying IPSAS 35 (IPSASB, 2017) to guide CFS.
Second, this study provides empirical evidence of the factors that will affect the implementation of
CFS in the public sector in Vietnam.

Besides its theoretical implications, this study provides guidance to public sector managers and
the Ministry of Finance who are preparing for the implementation of the public-sector CFS in
Vietnam. Firstly, managers of public agencies need to be aware of the benefits and disadvantages of
the implementation of CFS. Managers need to raise their awareness of CFS. And managers should
focus on the regular training of professional accounting staff by facilitating time and funding.
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For example, Circular 107 has just issued that managers should give all accountants appropriate
training, and should not limit the number of participants. At the same time, public units need to
strengthen the application of information technology, and upgrade their computer network systems,
and investment accounting software. Secondly, the state needs to improve the legal environment.
Specifically, the Ministry of Finance should issue accounting standards for Vietnam's public sector.
At present, the public sector exists across many different accounting regimes, which makes it difficult
to synthesize data when implementing CFS. Public service and administration units are currently
under taking accounting system changes under Circular 107/2017/TT-BTC (Ministry of Finance,
2017). The application of Circular 107 will facilitate the process of preparing CFS for the entire public
sector in Vietnam. Therefore, the Ministry of Finance should amend the accounting regimes of public
units to conform to Circular 107. This will make it easier to synthesize the data when they will have
the same basis as the accrual basis. Next, The Ministry of Finance should issue a circular to provide
detailed guidance for the implementation of the Decree No. 25/2017/ND-CP. This Circular should
provide detailed guidance on the scope of consolidation and the method of consolidation.
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