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Executive summary

During the last thirty years public sector accounting has undergone considerable
changes aiming at increasing the transparency, accountability and effectiveness of the
public sector. These reforms are part of the New Public Management movement
which is considered to draw from private sector’s characteristics (Hood, 1995), and
therefore differs substantially from the traditional bureaucracy which characterizes
the public sector. Accounting appears to play a vital role within this context, as the
use of accounting tools provides the necessary level of rationalism in the NPM reform
framework. The most significant of these changes are recognized in the general trend
towards migrating to accrual accounting (Christiaens and Rommel, 2008; Lapsley et
al., 2009) and the introduction of performance evaluation mechanisms, such as
program budgeting (Gilmour and Lewis, 2006; Schick, 2007) in every level of

government.

Within this realm, and by following recommendations from external organizations
(International Monetary Fund, OECD and European Commission), the Greek central
government proceeded gradually from 2005 onwards in modernizing its governmental
accounting standards as well as the state budget. The central government recently
made a transition from the cash basis of accounting to the modified-cash basis of
accounting, having as an ulterior goal the transition to the accrual basis of accounting
(Ministry of Finance, 2009b). Moreover, the central government attempted to adopt a
performance-based budget (program budgeting) complementarily to the traditional
line-item budget. While the first mentioned reform appears to be an interim stage for
a greater change, the latter reform resulted to a failure since the project was suddenly

abandoned after five years of intensive preparations.

On the road of implementing these reforms various factors affected more or less their
end result. Special reference though, should be given to the severe debt crisis that
became evident in Greece since 2009, and resulted to the country’s resource
dependency to external organizations. From that point, the process of the reforms was

significantly affected by the intervention and pressures of these organizations.
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The scope of this doctoral research is twofold: To explore the framework under which
the Greek central government proceed into implementing its accounting systems’
reform, and to evaluate the outcome of the reforms so far. Since the state budget’s
reform was abandoned, the evaluation of the outcome mainly refers to the accounting
standards reform, which is assessed in terms of increased quality and decision-

usefulness of the information provided to users.

Regarding the theoretical framework employed to analyze these changes, the
budgeting reform process is reviewed through the lens of neo-institutional theory and
the resource dependency model, with several hints from the organizational change
theory. More specifically, the neo-institutional theory provides helpful explanations
regarding the institutional pressures under which the Greek government had to
operate in order to proceed to this change, while the resource dependency model
illuminates the pressures deriving from the sudden financial crisis. Organizational
change theory provides the relevant insights on the factors that may affect the

successful implementation of changes in the public sector.

On the other hand, the review of the accounting standards process is built on the
public choice theory and the ‘garbage can’ model. More specifically, the public
choice theory is used in order to unravel the role and incentives of the various
involved to the reform actors, while the ‘garbage can’ model provides possible
explanations on the decision-making process during the development of the new set

of accounting standards.

The empirical part of this doctoral thesis is materialized on the basis of the
conduction of interviews, informal discussions and the study of relevant archival data.
Moreover, the assessment of the accounting standards reform is conducted by using a
web-based questionnaire that draws on both public and private sector literature.
Therefore, a pluralistic framework of research methods has been applied in order to

assess hypotheses informed by the relevant theoretical strands.

Greece constitutes an interesting setting to study reforms in the central government
level, mainly due to the strong criticism the public sector attracts as being ineffective

and in urgent need of modernization (IMF, 2006; OECD, 2008a). The severe debt
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crisis makes the case even more puzzling since pressures deriving from the country’s
resource dependency clash with the cultivated bureaucracy inside the Greek public
sector, causing several implications to governmental decision-making and
determining the level of success of governmental accounting reforms. Furthermore,
certain characteristics of the country’s political culture that appear to affect politicians
and citizens’ stance on public finance matters are found to have a key role to the

reform process.

The research provides helpful explanations of the rationale behind the reforms and the
decision-making of policy makers that determine both the process and the actual
success of the reforms so far. It is very important to gain an understanding of the
reasons that could lead an accounting reform to failure or success. Especially when it
comes to accounting reforms the successful implementation of which, could improve
information quality, enhance decision-making and increase accountability and

transparency in the strongly criticized Greek public sector.

Results highlight the multidimensionality of the factors affecting reforms that target to
the modernization of the particularly sensitive Greek central government level.
Throughout both reforms’ timetables, the role of external resource providers appears
to be very intense. During the years of the projects’ development, the Greek state
came across an unprecedented financial crisis. The crisis played a determining role on
the process. The severity of the crisis called for external organizations involvement
(i.e. the Troika). Their intervention has been materialised in a dual manner; by

providing financial resources while in parallel influencing policy-making.

More specifically, the evaluation of the process in the budgeting reform, suggest that
subsequent institutional pressures deriving from the country’s resource dependency
resulted in a re-prioritization of actions and therefore to the abandoning of the
program budgeting project. What is also revealed throughout the analysis is that the
cultivated culture inside a bureaucratic central government, which gives rise to
resistance to change, and the poor diffusion of the new accounting philosophy, would
have hampered the success of the new system even if the plan had not been
abandoned. The ill diffusion of the new strategy as well as the resistance to change

towards the new system ended up in program budgeting drifting away from the
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initially expected objective. Notwithstanding the poor operationalization of the new
system, under this new political domain the governmental decisions were driven from
the need to adapt to a different strategy in order to handle the new priorities. As it
appears, the program budgeting plan became a side issue while the adoption of the
new recommendations and requirements “imposed” by the external parties directly

related to public administration were prioritized.

As regards to the governmental accounting standards reform, the main finding of the
research indicates that the change from cash to modified cash accounting paradigm
has resulted to the improvement of the quality and to the increase of decision-
usefulness of the information provided by the governmental financial statements.
However, these improvements are assessed as moderate, which indicates the limited
success of the reform. In general though, the findings provide empirical evidence in
favor of the benefits associated with a move to full accruals. The research study also
reveals that experts on governmental accounting and people using it in their everyday
routine (i.e. public sector executives and oversight bodies’ executives) assess its
quality and usefulness higher than citizens. Thus, expertise in public sector accounting
appears to affect the assessments regarding the quality and the perceived usefulness of
governmental financial statements. This has important implications for policy making

in terms of governmental accounting information disclosure and accountability.

During the evaluation of the process of the development of the new governmental
accounting standards, the findings indicate the lack of effective monitoring of the
process by both politicians and external resource providers. The set of standards
developed is largely the outcome of the incentives and the cooperation of bureaucrats
and consultants. More specifically, the conducted analysis provides corroborative
evidence that citizens were both uninformed and uninterested in the reform while the
members of the parliament indifferent to the procedure, even though political will and
commitment are prerequisites for the success of such reforms. Even the external
resource providers (i.e. the Troika) turned their attention to other ongoing
administrative reforms. Eventually, the outcome is credited to the developers of the
new accounting standards; the bureaucrats and the external consultants. Within this
context, the results provide evidence of absence of both shared goals, of shared and

understood processes, and of a constant decision-making group, which indicate
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decision-making through a “garbage can”. As politicians and resource providers were
absent from leading roles in the reform process, it could be further implied that the
outcome of the reform was not intended to satisfy a predefined clearly stated strategic

goal.

The outcome of the dissertation has several implications for policy makers, which
could be labeled under the four following major topics: the ability of the Greek central
government to successfully conclude reforms, the readiness level of Greece in a future
decision of the EU in favor of IPSAS or EPSAS’s mandatory adoption, the necessity
of introducing a performance-based budgeting system, and the usefulness of
alternative forms of reporting information to users. Finally, future research potentials
bring into discussion issues such as the analysis of the differences of the Greek public
sector accounting framework towards the EPSAS framework, the examination of
significant issues that have to be solved before a move to accrual accounting, the
measurement of the readiness for change level of the Greek central government, and

the development of alternative forms of reporting.
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MepiAnyn

Ta televtaio TpLavTO ¥POVIK. 1] AOYIGTIKT TOV dNUOGIOL TOMEN £XEl PLOGEL OTUOVTIKEG
aAlay€G, OV £x0VV MG OTOYO TNV ABENCT NG JWPAVELNS, TNG AoYodosing Kol TG
OTOTELECUATIKOTNTAG 0TO ONUOG10 Topén. Ot LETOPPLOUIGEIS AVTEG OTOTEAOVY UEPOG
Tov Kivnuotog e Néag Anuooiag Awoiknong (New Public Management - NPM) n
omoia Bewpeiton OTL £yel emmpeaoctel and TG MTOAMTIKEG TOV 101wTIKoV Topéa (Hood,
1995) ko emopévmg SLOPEPEL OLCLUGTIKG OO TNV TOPASOGLOKY] YPAPELOKPUTIO TOV
yopokmnpilel tov ompocto topén. Xto mAoicwo Tov petappudpicemv g Néog
Anuooiog Aloiknong, n Aoyiotikn] gugaviCetoar vo dradpapotilel évo {oTtikd polro,
KaBdc 1 ypnon ePYoAEi®v TNG AOYIOTIKNG TOPEYEL TO KOATOAANAO emimedo
eEopboroylopol. AvApeca GOTIG ONUOVTIKOTEPEC OO TIC UETAPPLOMIGES OLTEG
eppavifetonr - yevikn téorn HeTdfaocng TPOc TN AOYIGTIK TOL OE60VAELUEVOL
(Christiaens and Rommel, 2008; Lapsley et al., 2009) kol 1 elc0ymyn Unyovicpov
alohdynong ¢ amddoong oe kabe emimedo wvPépvnomng, OmwG eivar ot

npobmoAoyiopol Tpoypapudtev (Gilmour and Lewis, 2006; Schick, 2007).

Méoca o€ avtd 10 TAOIGlO, KOl KOTOMY LROdeiEemv-mpotdoewv omd debvelg
opyaviopuovg omwg 10 Aebvéc Nopopotikd Tapeio (ANT), o Opyoviouodg
Owovopkng Xvvepyaciog kol Avamtuéng (OOXZA) airid ko 1 Evponaixn Emitponn,
N KevTpikn kuPépvnon otnv EALGSa Tpoydpnoe otadioxd amd to 2005 kon petd otov
EKGLYYPOVIGLO TMV AOYLOTIK®V TPOTOHTOV TNG KOl TOL KPOTKOD TPOUTOAOYIGHOV.
[T ocvykekpéva, 1 Kevipikn KuPépvnon Tpdceato PLETEPN amd TNV TapeloKkn faon
NG AOYIOTIKNG G€ TPOTMOMOMUEVT] TOUEWKT PAcT, £YOVIOC MG TEAKO OTOXO TNV
petdfaon otn dedovAgvpévn Paon g Aoylotikng (Ministry of Finance, 2009b).
Emumiéov, n kevipikn kuPépvnon enyeipnoe v viobEtnomn tpodmoroyicuon e faon
MV omddoorn  (TPOUTOAOYIGUOG  TPOYPOUUATOV), HE OKOTO VO  AEITOLPYNOEL
CUUTANPOUATIKA GTOV TAPAS0GLOKO TPODHTOAOYIGHO KovOVLAiwv. Evd, 1 mpdtn amod
TIG TOPATOvVe peTappuduicelg epgaviletor ®¢ petafatikd oTtado Yoo pio
ONUOVTIKOTEPN aAAYR, I Og0TEPN peTappOBion katéAnée oe amotuyia, Kabnhg To

épyo eykatareipdnke Eapvikd, Petd and TEVTE YPOVIOL EVTATIKNG TPOETOLULAGIOC,
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Ymv mopeio. avtny TPOG TNV VAOTOINoN TOV Tapamdve petappuduicemvy, didpopot
TOPAYOVTEG EMNPEACOV GE WIKPOTEPO 1 HEYOAVTEPO Pobud 10 TEMKO TOLG
arotéleopa. [dwitepn pvela Bo mpéner woTdOG0 va yivel otV 6eodpn Kpior xpEOLG
oV €kave TV eppdvion e oty EALGSa amd to 2009 ko giye o¢ amotélecua tnv
e&apmnon g yopag and v okovopkn Ponbdeia EEvav opyaviopmv. Amd ekeivo To
onpeio, n mopeio TV peTappLOUIcEDV EMNPEACTIKE CNUAVTIKA 0o TIG TAPEUPACELS

KOl TIG TEGELG TV OPYOVIGUAV QLTMV.

O okomdg ™G mapovoag OBOKTOPIKNG EpELVAG gival dITTOG: Vo O1EPEVVIOEL TO
maiclo péco oto omoio 1 Kevipikn kvPépvnon g EAAGdog mpoympnoe otnv
vAomoinon TV peToppLiice®my 6To. AOYIOTIKE TG CLGTAUATA, KOl Vo dE10A0YNOEL
TO0 OMOTEAEGUO TOV UETAPPLOUicEDV péYPL OTyUnc. AmO TN OTIyun 7ov 1
petappOOuon  tov  mpobmoAoylopol  gykotaAeipOnke, m  a&loAdynon  Tov
OTOTELEGUOTOG OVOPEPETAL KVUPIMG OTN HETOPPVOUIOT TOV AOYIOTIKGOV TTpoTtOinwv. H
tedevtaio, agloloyeitor og 6povg awEnpévng moldTNTAG Kot ¥PNOHOTNTOG OTI AYN

ATOPACEWVY, TNG TOPEYOUEVIC GTOVG YPNOTEC TANPOPOPNGTC.

Ocov apopd 10 Bewpntikd mAicI0 TO Omoio YPNCHOTOMONKE TPOKEIUEVOL V.
avaAvBovv ot aAlayég avtéc, M dadKacio TG HETaPPLOUIOTG TOV TPOUTOAOYIGHOD
egetdleton péoa and v onTikn g veo-Oecpkng Bempiog (neo-institutional theory)
Kol Tov VTodElyuaTog TG okovopkng e&apmmong (resource dependency model),
Aoppdvovtag vmoéywy otoyeio amd 1n Bewpio TG OpYOVOCIOKNG  CAAAYNG
(organizational change theory). ITio cuykekpipéva, M veo-Oecpky Bewpia Topéyet
YPNOULEC EMEENYNOELS GYETIKG LE TIG OECUIKEC TECELS, KAT® O TIG OTOlEg EMPETE VAL
AELTOVPYNOEL 1 KEVIPIKT] KUBEPVNGT, TPOKEUEVOL VO, TPOYWOPNGEL GTNV GALAYT ALTY,
EVD TO VIOOELY O, TNG OIKOVOMIKNG €EAPTNONG, TOVILEL TIC TEGEIS OV TPONADOY MG
amoppolo. NG EAQVIKNG OIKOVOMIKNG KPIomng Kou TG adLUVOUING OWKOVOUIKNG
avegopmnoiag g yopag. Téloc, n Bewpio TS OPYOVOGLOKNAG OAAAYNG TOPEYEL TA,
OTOPOATNTO ELEENYNUATIKGE GTOLYEIN OVOPOPLKA LLE TOVG TOPAYOVTES TTOV EVOEXETAL VO,

emnpealovv TV emTLYN, 1 0)1, VAOTOINGN TOV 0AAAYDV GTO O1UOCIO TOUED.

Amd v dAAN pepid, n e€€taom ng dadkaciog aALAYNG TOV AOYICTIKOV TPOTHTWV
yiveton pe Pdaorn m Bewpio tng dnpocilag emroyng (public choice theory) kot to

VIOdEYHa TOV ‘KAdov amoppippdtov’ (‘garbage can’ model). [Tio cvykekpyéva, 1
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Bewpio NG OMUOCIOG EMAOYNG YPNOUYOTOLEITOL TPOKEUEVOL Vo dlepevvnBodv o
POAOC KOl TO KIVITPO TOV EUTAEKOUEV®V OTNV UETOPPLOMION HEPDV, EVD TO
VROOEYHO TOV ‘KAGOL amopplupdtev’, mapéxel MOavEG €ENYNOEIS OYETIKA LE TN

S0 01KaG10 ANYNG ATOPAGEDY KATA TV OVATTUEN TV VEOV AOYIGTIKAOV TPOTOHTWOV.

To eumepikd pEPOG NG TOPOVCAG OOOKTOPIKNG SoTpirig meptAapPdvel v
TPOYUATOTOINGN GLVEVTEDEE®V KOl ATLAMV GLINTNCEMV, KOOMG Kol TN UEAET
OYETIKOV 0apyelokav otoryeiov. EmmAéov, n afoddynon tng petappouduiong tov
AOYIOTIKOV TPOTOMOV  TMPAYUOTOTOLEITOL e TN  YPNON  €VOC  SLodIKTLOKOD
gpotnuatoroyiov mov Paciletoar oty avtictoyn Piproypoeio 1660 TOV MUOGIOV
0660 Kol ToL 1WITIKOV Topéd. Emopévog, éva mhovpariotikd mAaicio puebddmv
épevvoc €xel ypnowomombel mpoxewévor va  e€etactodvy ot vmobécel; mov

TPOKVTTOVV OO TA AVTIGTOLY O BE®PTTIKA TAGIGCLOL.

H EM\Gdo omotehel o 1diaitepo  €vOl0QEPOLCO TEPIMTMOON Yoo TN HEAETN
petappvOpicev oto emimedo NG Kevipikng kvPépvnong, efottiog kvpiog g
KPUTIKNG oL O€xetanl 0 ONUOCIOG TOUENS YO OVOTOTEAECLOTIKOTNTO KOl GLEST)
avdykn exovyypovicuov (IMF, 2006; OECD, 2008a). H mepintoon g EALGSag
yiveton axopo mo gvolapépovca eEantiag TG oeodpNg kpiong ypEovs, Kabmg ot
MEGELS TOV TPOEPYOVTOL OO TNV OKOVOUIKT EEAPTNON TNG YDPAG CLYKPOVOVTUL LIE
™ Pabid pilouévn ypagpelokpatioo Tov SNUOGIOL TOUEN, TPOKOAMDVTIOS TOIKIAEG
EMMTAOKEG OTI] AQYT| ATOPACEMY G€ KOPEPVNTIKO EMMEDO KOl GTOV TPOGOIOPIGUO TOV
EMMESOV EMTLYIOG TOV UETAPPVOUICEDV GTO, AOYIOTIKO GLUGTHLOTA TNG KLPBEPVNOTG.
EmumAéov, GuYKEKPIEVO YOPOKTNPLIOTIKG TNG TOALTIKNG KOVATOVPAG TNG YOPOC, TO
omoiot  emnpedlovv TN OTACT WOAIT®V Kol TOMTIKOV og Oépata  dnuociog
YPTLOTOOIKOVOUIKTG d10iknong, eupavifovior vo dadpapatilovy éve Pacikd poro

o1 dwdikacio TG HeTappLOIoNS.

H épeuva mapéyel yprioluec emeEnynoelg Tov GKETTIKOV oW omd TG LeTappuipicelg
Kol TNG AYNG ATOPACEMY TOV SLUHOPPOTOV TOV TOATIKMV, 01 0Toieg Tposdlopifovv
v SdiKocio 0AAG Kot TNV TeEMKN emTuyic TV HeToppuOpicemv pEYPL OTIYUNG.
Eivonr moAd onpoviikd va yivouv aviiknmroi ot Adyor mov Oa pmopovcav va
odMyNoovv Lo AOYoTiky petappvfrion oe amotvyio N emtvyio. Edikd, otav

EMTLYNG VLAOTOINOT TOV AOYIOTIK®V VTGOV petappviuicenv Oa pmopovoe va
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BeAtidoerl TV TOWOTNTA TG TANPOPOPING, VO EVICYVGEL TN ANYN OTOPACEMY KOl Vi

avéNoet Ty Aoyodoacio Kot T dtopdvela 6tov EAANvikd dnuodcio touéoa.

Ta amoteréopata g Epevvag Tovilouv Tig TOAAES O100TAGEIS TOV TOPAYOVIMV TOV
emnpedlovv TIC PETaPPLOLICELS TOV GTOYXEVOUV GTOV EKGLYYPOVIGHO TNG 1dloitepa
evaioOnme xevipikng wvPépvnong ommv EAAGda. Méco oamd T perétn Ttov
YPOVOSIYPOUUATOV TV dV0 uetappuOuiceny, o porog O1Ebvdv  opyoVvIGU®MY
owoVOlIKNG otNpiEng mapovoidletor Wwitepa éviovos. Katd tn didpkela g
avamtuéng tov petappubuctikeov Epywv, m EAAGdo Mpbe avtiuétomn pe o
TPOTOPAVY] oKovoulkn kpion. H kpion avt) dwdpapdtice kabopiotikd poro otV
dwdikacio Tov petappvbuicewv. H cofapdmta e kpiong gixe og oamotélespo tnv
avapeién g Tpowo (Aebvéc Nowopotikd Toapeio, Evpomaiky Emtpomn, wot
Evponaixny Kevipum Tpanela), n eumiokn g omoiag £ytve og dvo enimeda: PHEG®
NG TOPOYNG OLKOVOMIKNG OTNPIENG, KOl TOVTOXPOVNG EMIOPACNG OTIS TOALTIKEG

EMAOYEG KO OTOPACELS.

[T ovykexpiéva, n aloddynon g dadikaciog g pHetappOOoNg 6To cvOTNUA
TPOHTOAOYIGLOV, VTOJEKVOEL OTL emakOAoVOEG BECLIKEG TEGELG TTOL NTAV ATOPPOLL
NG OWKOVOMIKNG €EAPTNOoMGg NG YMPOS, OONYNoOV O EMOVOUTPOGIIOPICUO TV
TPOTEPOLOTNTAOV OVOPOPIKA LE TIG OPUCELS, KOl EMOUEVEOG OTNV EYKATAAELYN TNG
EIG0YMYNG TPOVTOAOYIGUOV TPOYPOUUAT®V. Méca amd TV avAaAvGoT, OTOKOADTTETOL
emmA£ov, OTL 1] KOLATOUPO TOV KAAMEPYEITOL LEGO GE LA YPOPELOKPOTIKY KEVTIPIKN
KuPépvnon, mov evBappOVeL TV avTioTOoN TNV OAANYT, KOl 1] GVETITUYNG S1dLon
™G QIA0GOPIAG TOV VEOL AOYIGTIKOD GULOTHUATOG, Bo eumodilav v emiTuyic. TOL
VEOL GLGTNIOTOG AKOLO Kot av 1 peTappvOpon dev eiye eykatoreipdei. H averopinc
dtdyvon g vEaG GTPATNYIKNG KaBhg emiong Kol 1 avtictoon oty ahlayn, siyov g
OTOTELECLLOL TV OTOUAKPVVOT) TG LETOPPLOLIONG amd TOVG 0pyKoVs 6TdYovs. Extog
OO TNV OVETOPKN AEITOLPYIKOTNTO TOL VEOL GUGTNUOTOG, KAT® Oomd TIG VEEG
TOMTIKEG GUVONKES, Ol AmOPACELS TNG KLPEPVIONG TPOEPYOVIOV amd TNV OVAYKT
TPOGOPHOYNG GE 10 OLOPOPETIKY] GTPOTINYIKN TPOKEUEVOD VL AVTIUETOTIGTOVV Ol
véeg mpotepardtnteg. Ommg TPoKOTTEL, TO GYES0 TNG OVATTLENG TPODTOALOYIGHOV
TPOYPAULATOV KoTEANEE va Bewpeitarl mAEov (NTNHO SEVTEPEVOVCAG CNLOGING, EVD 1|
V10OETNON TOV VE®V TPOTAGEMV KOl ATOITNCEDY TOL TpoKpivovtay and v Tpdika

Kot glyav apeon oyxéomn pe Tn onuocia dwoiknon amotérecav mpotepotdoTnTo. Ta
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mopondve copnepdopota Pacifoviol oTig GVVEVTEDEELG TOL TPAYUATOTOONKAY LE
oteléyn tov [evikov Aoyietnpiov Tov Kpdrtovg, Tig dtumec culntoelg e TOAMTIKOVE
OV SLOOPAUATIGAV CNUAVTIKO pOAO 6TO VIO e&€taon {fTnpa, KabdG Kol oTo GYETIKA
apyelakd otoyeio (exkBéoelg Tov Ymovpyeiov Owovopikmv, tov ANT, tov OOZA,

KAT.).

‘Ocov agopd ™ LETOPPVOLICT] TOV AOYIGTIKOV TPOTOMV TNG KEVIPIKNG KLBEPVNONG,
TO KUP1O €0PNUO TNG EPEVVOG VTOOEIKVVEL OTL 1] GAACYT] o TV TOUEOKT Bdon Tpog
TNV TPOTOTOINUEVT TAEWKN Paon gixe og amotélecpa v Pertioon g moldtnTag
Kot TNV avénom e YPNOWOTNTAS 0T AYN OTOQAGEDV TNG TANPOQPOPING OV
TOPEYOVY Ol YPNUOTOOIKOVOUIKEC KOTAOTAGES NG KuPépvnong. Qot16c0, ot
Bedtidoelg avtég yopoktnpilovtor ®¢ PETPLOG CNUAVTIKOTNTOS, YEYOVOS OV OElyVeL
TNV TEPLOPIGUEVT  emtuyion g petappvbuiong Ta avotépm coumepdouoTo
Bocilovtol ©TIg OmMOVTACELS €M1 TOV MAEKTPOVIKOD EPMOTNUATOAOYIOL TO OTOI0
ooumAnpooay 95 eviloPEPOLEVOL TOV OVIKAV OTIG akOAovBEeg KaTnyopieg ¥pnoTav:
ToAlTeEG (emayyelpotiec AOYIOTEC, OKAOMUOIKOL KOl EPELVNTEG OTO YMPO TNG
AOYIOTIKNG, KOl OIKOVOUIKOL ONUOGLOYPAPOL), GTEAEYT TOV ONUOGIOV TOUEN, GTEAEY
EMOTTIKMV OPYDV KOl EMEVOVTEG. LE YEVIKEG YPOUUES, OOTOCO, T EVPNLOTO TAPEYOVV
EUTMELPIKE OEOOUEVA VITEP TOV TAEOVEKTNUATOV TOV GLUVIEOVTOL LE Lo pHeTAfaoT ot
Aoylotik tov dedovAevpévov. H épeguva amokaAvmtel eniong 0tTL €d1Kol eml g
AOYIGTIKNG TNG KEVTIPIKNG KLPEPVNOTNG Kot Kabnuepwvol yproteg g (OnAadn oTeAéyn
TOV ONUOGIOL TOUEN, OTEAEYT EMOMTIKAOV apydv), afloloyovv BOetikdtepa TNV
TOWOTNTO KOl YPNOIUOTTE TG 0 oxéon pe Tovg mohiteg. Emouévog, to emimedo
YVOONG KOl KOTOVONOTNG TNG AOYIOTIKNG TOL Onpociov topéa, epeaviletor va
emnpedlel Tic a&loAOYNOEIS GYETIKA UE TNV TOOTNTO, KOl TV OVTIANTTN XPNoudTnTa,
TOV OIKOVOUK®OV KATOOTACE®V NG KEVIPIKNG KuPépvnong. To yeyovog avtd €xet
TOAD  ONUOVIIKEG EMMTMOCELS YO TN ANYN TOAITIKOV OTOPACE®Y GE OPOLG

YVOGTOTOINGNG AOYIGTIKNG TANPOPOPIoG Kol A0Y0S0Gi0C.

Kotd v a&loddynon g dradikaciog avantuéng Tmv vEmv AoYIoTIKOV TPoTHT®V, To
EVPTLOTA VTTOJEIKVVOVV TNV OTOVGI0 ATOTEAECUATIKOD EAEYYOL KOl TOPAKOAOVONONG
g 010d1kaciag TO60 omd TOVg TOMTIKOVG 060 Kot omd v Tpdika. Ta wpdtuma TOL
avanmTOyOnKov omotehovv o€ HEYAAO PaBud TO OMOTEAESUO TOV KIVATPOV Kol TNG

ovvepyaoiog HeTall ypapelokpat®dv Kot eEmtepikdv cupfoviwyv. ITio cuykekpipéva,
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N €pevva TOL TPAYHOTOTOWONKE LE Tr OlevéPYEld OLVEVTIEDEEMV HE HEAN TNG
EMTPOTNG TOL ovvETaEe Ta vén mpoTvma (otedéyn Tov [evikov Aoyiotmpiov Tov
Kpdrovg, otehéyn g EATE, teyvikoi ovpfovlor), Ko v HEAETN TOV GYETIKOV
apyelkav otolyeimv (ekBéoelg Tov Yrovpyeiov Owovokdv, tov ANT, oo OOZA,
g E.E., ¥An.) mapéyel otoyeia mov emPefarmvouy 10 yeyovdg OTL o1 moAiteg T
ad1POPOL KOl OTANPOPOPNTOL CYETIKA HE Tr UETappLOION, evd To UEAN TOL
KowoPBovAiov adtdpopa ®¢ mPog TN dadikacic, TapoAo oV 1M TOATIKY BEANCN Kot
OECLEVOT] OMOTEAEL TPOOTOLTOVUEVO YlO. TNV EMTLYIO TETOW®V UETAPPLOUIGEWDV.
Axopa kot 1 Tpowo EoTpeye TNV TPOGOYT TNG G€ GAAEG OLOIKNTIKEC peTappLOuicels
mov Ppiokoviav oe €&EMEn. Telikd, TO OTOTELECUN TMIGTAOVETOL GTNV ORAdQ
avATTLENG TOV VEOV AOYIOTIKOV TPOTOTMV, TOL GTOTEAODVTOY Ond YPOUPEIOKPATESG
kot e&mtepkovg oupPfovrove. Méca 6g 0vTO TO TAGIGLO, TO OTOTEAEGUOTO TNG
SOOKTOPIKNG SLOTPIPNG, TOPEYOVV ATOSEIKTIKG GTOYEIN TOV VTOSNAMVOUV ATOVGio
KOW®V 0TOY®MV, KOWV®V KOl KOTOVONTOV S1ad1KaoIhV, KAOMS Kol (G CUYKEKPILEVIC
Kol GLUVEYOVG OHAdOG KATAPTIONG Kol AQYNG OmOPAGE®V, KATL TOV VITOSEIKVOEL AYN
OTOPACEDY TOV TPOGOUOLALEL TN OOIKOGI0 TOV TEPLYPAPETOL amd TO OgwpnTiKO
TAiG10 TOV ‘KAdov amopppdTey’. Kabdc o1 moAitikol Kot o1 Tapoyol OIKOVOLIKNIG
BonBelog ameiyov and Tovg KevipkoOs poAoVS oTr dladikacio TG Hetappviiong, Ha
pumopovoe emmAéov va vmootnpydel O6TL 10 omotéhecpo TG peTappvOong dev
OTOYEVE OTNV 1KOAVOTOiNoT €vog mpokabopiopévon kot EekdBapa mpocsdiopicouévon

GTPOTIYIKOV GTOYOV.

Ta evpuate ¢  7mapodoOg OOUKTOPIKNG  OSTPIPNG  TPOCEEPOVY  TOALA
CLUTEPACUATA  YPOILO Y10 TOVS OWUOPPOTEG TOV TOATIKAOV, TO omoio Oa
UmopovooV va Katnyoplomombodv ot TE6cep0 akoOAovOo NTAHOTH: TV KOVOTNTA
g EAAMVIKN G kevTpiknc kuBEPVNONG VoL OMOKANPMVEL ETITLUYMG UETAPPLOUIGELS, TO
eminedo eropotrag g EALGd0oG o o peddovtikny omdeacn g Evpomaikng
‘Evoonc vrép g vroypemtiknig vioBétnong twv IPSAS (International Public Sector
Accounting Standards) 11 towv EPSAS (European Public Sector Accounting
Standards), v ovoykoldTnTo TG EI00YWOYNG TPOVTOAOYIGTIKOV GULOTIUATOV LE
Baon tnv omédoom, Kol TN YPNOWOTNTO EVOAAUKTIKOV HOPOOV  TOPOYNG

TANPOPOPLOV TPOG TOVGS YPT|OTES.
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Téhog, ta {nmipata ota omoia Bo mpémer va emkevipwBel 1 peAloviiky] €pguva
neptlopufavooy ™V avaivon Tov Saeopdv UETAED TOL AOYIGTIKOD TAOLGIOL TOL
EXAnvico0 dnpodciov topéa ko tov maaiciov twv EPSAS, v e&étaon onpoviikov
Inmudatov mov Ba mpéner va emAvBodv mpwv yiver petdfacn oty AOYIGTIKY| TOL
O€00VAELLEVOD, TNV AEI0AOYNOT] TOV EMTEIOL ETOLUOTNTAG TNG KEVIPIKNG KLPEPVNOTG
Evavtl oV oAAOYn, KOl TNV ovATTUEN  EVOAAOKTIKOV — LOPOOV  TOPOYNG

XPNUOTOOIKOVOUIKNG TANPOPOPNOTG.
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1. Introduction

During the last decades public sector accounting has undergone considerable changes
aiming at increasing the transparency, accountability and effectiveness of the public
sector. These reforms are part of the New Public Management movement which is
considered to draw from private sector’s characteristics (Hood, 1995), and therefore
differs substantially from the traditional bureaucracy which characterizes the public
sector. Within the context of the New Public Management movement central
governments internationally try to make their accounting systems more efficient and
effective (Lapsley et al, 2009). These reforms respond to the requests for
accountability, transparency and decision-usefulness of the information provided by
the public sector raised by numerous users (Kober et al., 2010). The individual
changes might eventually succeed or fail, but the reform processes remain an ongoing
phenomenon (van der Hoek, 2005) in the quest of modernizing public sector. The
most significant of these changes are recognized in the general trend towards
migrating to accrual accounting (Christiaens and Rommel, 2008; Lapsley et al., 2009)
and the introduction of performance evaluation mechanisms, such as program

budgeting (Gilmour and Lewis, 2006; Schick, 2007) in every level of government.

Among the most quoted and advertised advantages of applying accrual accounting for
financial reporting are the improvement of the financial information system of public
sector entities (Christiaens et al., 2010), the long-term sustainability of fiscal policies
and the efficient management of public assets and liabilities (Barton, 2009). Accrual
accounting is considered to improve comparability of financial performance and
accountability of public resources as the financial data become more transparent
(Guthrie, 1998, Christiaens et al., 2010; IPSASB, 2011b). Moreover, the accrual
financial statements are viewed as easier to understand (Ball et al, 1999; Brumby et
al, 1999), and harder to manipulate (Buti and Guidice, 2002) leading thus to better
information for planning, financial management and decision-making purposes

(Athukorala and Reid, 2003).
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At the same time, performance evaluation at every level of the public sector is widely
perceived as being another vital cornerstone of the public management reforms
(Kong, 2005). It is believed that access to performance information enhances users’
decision-making and promotes accountability in the public sector (IPSASB, 2013c),
and thus the appropriate use and availability of performance information contributes
to the quality of democratic polities (Pollitt, 2006). Program budgeting comprises a
very significant mechanism towards this direction, as its performance orientation
introduces new concepts such as the application of performance indicators and the
measurement of outcomes in the rather bureaucratic public sector (Gilmour and
Lewis, 2006; Williams, 2004). Other advantages that derive from the application of
program budgeting include the rational allocation of public funds, the reduction of
public expenditure and the increase in transparency and accountability (Amborski,

2011; Curristine et al., 2007; Kong, 2005).

Within this framework, and by following recommendations from external
organizations (International Monetary Fund, OECD and European Commission), the
Greek central government proceeded gradually from 2005 onwards in modernizing its
governmental accounting standards as well as the state budget. As for the first case,
the central government has recently made a transition from the cash basis of
accounting to the modified-cash basis of accounting, having as an ulterior goal the
transition to the accrual basis of accounting. As for the second aspect, the central
government attempted to adopt a performance-based budget (program budgeting)
complementarily to the traditional line-item budget. By 2009 though, and due to the
deterioration of the condition of the Greek economy, the country had to enter the
financial support mechanism of the IMF, the ECB and the E.C., commonly referred to
as the Troika. Therefore some of the organizations suggesting the modernization of
the Greek public sector in 2005, received a new role in the financial crisis era; that of
resource providers. The impact of this resource dependency is more than obvious in

every political decision thereafter.

In general, although the modified cash basis of accounting is not a formal system, it
presents several advantages when compared to cash accounting. Among these
advantages primary role have the recognition of payable and receivable accounts at

year’s end. Therefore additional information is disclosed, which is useful for fiscal
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management and for the improvement of control on borrowing and lending issues, as
well as on managing current and contingent liabilities (Hiltebeitel, 1993; IFAC PCS,
2000; Parry, 2010).

Regarding the other case, program budgeting constitutes a budgeting system that
facilitates the development of performance budgeting. In a program-based budget the
overall budget is analyzed into ‘Functions’ which represent governmental policies.
Each ‘Function’ is further analyzed into ‘Programs’, which serve the purpose of the
specific policy and each ‘Program’ is split into ‘Actions’. Thus resources are linked to
expenditures providing additional information regarding the expenditures that are
spent for each program. At the same time performance indicators assess the

outcomes, providing information on how the programs performed.

Despite the fact that these two reforms share various similarities as they were
developed within the same reforming framework, they were —at least theoretically-
interrelated in terms of cause and were crucially affected by the impact of the severe
financial crisis, they eventually concluded under different conditions and with
different outcome. While the first reform appears to be an interim stage for a greater
change (from cash to modified cash and then to accrual), the latter reform resulted to
a failure since the project was suddenly abandoned after five years of intensive

preparations.

1.1 Scope and Contribution

The scope of this doctoral research is twofold: Firstly, to shed light in the framework
governing the Greek central government’s accounting systems reform process, and
secondly to evaluate the outcome of the reforms so far. In this context, it explores the
reasons behind the failure of the budgeting reform, by analyzing issues such as the
response to institutional pressures deriving from the debt crisis, the proper
institutionalization of the change and the resistance to the change on behalf of public
executives and politicians. On a parallel level, the study examines the outcome of the
accounting standards reform, by attempting its format evaluation through a field study

and at the same time by unraveling the role and incentives of all the involved actors
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(politicians, the public, the Troika, bureaucrats and external management
consultants), and by exploring the specific conditions under which decision-making

actually took place.

Within this realm, the process of the budgeting reform is evaluated through the lens of
neo-institutional theory and the resource dependency model, with several hints from
the organizational change theory. More specifically, the neo-institutional theory
provides helpful explanations regarding the institutional pressures under which the
Greek government had to operate in order to proceed to this change, while the
resource dependency model illuminates the pressures deriving from the sudden
financial crisis. Organizational change theory provides the relevant insights on the
factors that may affect the successful implementation of changes in the public sector.
The analysis of the accounting standards reform process builds on the public choice
theory and the ‘garbage can’ model. More specifically, the public choice theory is
used in order to unravel the role and incentives of the various involved to the reform
actors, while the ‘garbage can’ model provides possible explanations on the decision-

making process during the development of the new set of accounting standards.

The empirical parts of this doctoral thesis are materialized on the basis of the
conduction of interviews and informal discussions, and the study of relevant archival
data. Furthermore, the assessment of the accounting standards reform is conducted
using a web based instrument (questionnaire) that builds on both public and private
sector literature. The evaluation of this reform’s outcome is assessed in terms of
increased quality and decision-usefulness of the information provided to users. Apart
from the needs of this study, this model could be further used, properly adapted, to
assess changes in the quality and information usefulness of governmental accounting
statements when reforms on accounting bases take place. Therefore, a pluralistic
framework of research methods has been applied in order to address the hypotheses

informed by the relevant theoretical strands.

The use of qualitative methods (i.e. interviews and archival data) is the most
commonly applied research method in public sector accounting research. Studies of
contemporary public sector accounting research methods (van Helden, 2003;

Goddard, 2010) classify the use of interviews along with the study of archival data, as
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the most frequently used methodological approaches. These studies are based on the
analysis of the research methods adapted by articles published in the most quoted
international journals publishing public sector accounting research (e.g. Financial
Accountability & Management; Accounting, Organizations & Society; Journal of
Accounting & Public Policy). In general, these means of research play a main role in
governmental accounting research (van Helden, 2003), since they are perceived as
being able to provide “richness and in-depth examination” to each case (Mellett and
Ryan, 2008; p. 218). Thus, they help to understand why and how the under
examination changes are evolving (Carmona, 2012). At the same time, the use of a
questionnaire survey constitutes a very typical quantitative method for data collection
in public sector accounting research, safeguarding both the reliability and validity of
the results (Bisman, 2010; Goddard, 2010). Thus, these surveys facilitate the

understanding of what is taking place and to generalize the results (Carmona, 2012).

Greece constitutes an interesting setting to study these topics mainly due to the strong
criticism the public sector attracts as being ineffective and in urgent need of
modernization. The severe debt crisis makes the case even more puzzling since
pressures deriving from the country’s resource dependency clash with the cultivated
bureaucracy inside the Greek public sector, causing several implications to
governmental decision-making and determining the level of governmental accounting
reforms success. Within this framework, this research by studying the Greek case
contributes on various dimensions of public sector accounting literature. The country
is under a vortex of financial and administrative reforms imposed by external
resource providers that touch also upon several budgeting and accounting related
dimensions. At the same time, the Greek public sector is characterized by a deeply
cultivated bureaucracy. This latter characteristic offers another interesting dimension
to the research; how decisions are made —and who eventually makes them— in a
country where strong bureaucracy prevails. Furthermore, certain characteristics of the
country’s political culture that have the power to affect both politicians and citizens’

stance on public finance issues, appear as playing a key role to the reform process.

At the same time, the dissertation adds to the prolonged debate on ‘“performance
budgeting” literature, regarding the efficacy of this system in practice, as various

scholars argue that there is limited scope and methodology in the relevant empirical
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studies. Therefore, the dissertation adds to this research agenda, providing evidence
on the implications of applying performance budgeting, through the examination of
the Greek case, a case where program budgeting was introduced in the central
government, was highly appraised until its third year of pilot application, and was

then suddenly abandoned.

Moreover, the dissertation adds to the wider debate regarding the actual benefits/costs
of the transition from cash accounting to an accounting system that lies closer to
accrual accounting by providing practical evidence on the matter. As Kober et al.
(2010; p. 268) put it “it is timely to review the success, or otherwise, of the accrual
system of accounting in the public sector”. The Greek case provides a unique
opportunity to shed light on an actual change of the accounting basis in real time,
within the spectrum of accounting information sophistication. Therefore, this research
enriches literature with real case evidence on the differences on quality and decision
usefulness of accounting numbers developed under different accounting bases. It
further provides interesting evidence on the role of external resource providers (i.e.
the Troika) during the Greek state’s attempts to change and reform public sector. The
Greek government’s attempts to change and reform public sector take place during a
period of extensive financial turbulence when both the pressures to change from the
Troika and the need to overcome the severe debt crisis make the achievement of

successful changes a one-way road.

At the same time, the methodological approach adopted to assess accounting
usefulness and quality is extended and is diversified from the relevant studies on
usefulness in the public sector (e.g. Brusca Alijarde, 1997; Kober, et al., 2010). The
applied approach is partly based on private sector literature, for reasons justified on
the respective “Methodological approach” section. On a parallel level, the differences
on the perceptions of different user groups are analyzed, thus adding to the vague
evidence provided in literature so far on the interrelations between public sector
financial reporting and users’ needs and interests. Moving a step forward, evidence on
differences in perceptions between experts and non-experts on public sector

accounting are also provided.
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The research provides helpful explanations of the rationale behind these accounting
reforms and the decision-making of policy makers that determine both the process
and the actual success so far. It is very important to gain an understanding of the
reasons that could lead an accounting reform to failure or success. Especially when it
comes to accounting reforms, the successful implementation of which, could improve
information quality, enhance decision-making and increase accountability in the

strongly criticized Greek public sector.

1.2 Structure of the dissertation

The dissertation is developed as follows: the next sections cover the relevant literature
review regarding New Public Management, New Public Financial Management, and
the specific reforms under examination (i.e. the budgeting and the accounting
standards reforms under the NPFM regime), as well as provides an overview of the
Greek reform framework and resource dependency situation. Following that, the
Research Development is presented. Then the thesis is separated into three parts,
where the first analyzes the budgeting reform, the second the accounting standards
reform and the third decision-making during the accounting standards reform. For
each part, the research questions’ development, the methodological approach that is

applied and the results are presented together.

More specifically, the first part where the reform of the budgeting system is analyzed,
examines the chronicle (or timetable) of the introduction and the sudden abandoning
of program budgeting in Greece. The results indicate that subsequent institutional
pressures deriving from Greece’s external resource providers (the Troika) resulted to
a re-prioritization of actions, which had a strong impact in the under-examination

reform, and eventually led to its abandoning.

The second part deals with the assessment of the accounting system reform in terms
of accounting information quality and perceived usefulness. More specifically, an
assessment of governmental financial reporting in Greece under the previously
applied cash basis and the recently adopted modified-cash basis of accounting is

conducted. The evaluation is performed within the wider debate regarding the actual
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benefits of the transition from cash accounting to an accounting paradigm that lies
closer to accrual accounting. The findings provide empirical evidence in favor of the
benefits associated with a move to full accruals. Nevertheless, the reform’s outcome
so far is not highly appraised by the respondents, and turns out to satisfy only part of

the goals initially set.

The third part derives from the second part, and examines the standard-setting process
during the reform of governmental accounting standards. The need for this analysis
comes as a result of the poor assessment of the reform’s outcome. In the analysis
process, the incentives and the role played by all involved actors is also examined.
Findings indicate lack of effective monitoring of the process by politicians and
external resource providers, and an outcome subject to the incentives and interaction

between bureaucrats and consultants.

Finally, the dissertation concludes with a thorough discussion of the findings of the
survey on these major accounting reforms, the implications that arise for policy
makers, and the various limitations, and provides suggestions for future steps in the

research of the Greek public sector modernization.
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2. New Public Management

The term New Public Management (NPM) refers to a reform movement in the public
sector that started to gain attention from the 1980s and is still evident today. NPM
targeted to the improvement of the public sector’s efficiency and effectiveness. The
origins of the NPM movement can be traced to Anglo-Saxon countries (UK,
Australia, New Zealand, the United States of America), and came as an answer to the
problematic function of the public sector mostly witnessed in the end of the 1970s.
NPM replaced the traditional administrative systems of the public sector, usually
referred as Old Public Administration (OPA). The traditional concepts of OPA were
based on the existence of a highly distinct public sector ‘group’ and of a dense ‘grid’
of general procedural rules in business (Dunleavy and Hood, 1994). The period that
favoured NPM’s first launch was characterized by the turbulence of the traditional
bureaucratic model that was extensively applied by governments. The period is
characterized as turbulent due to multiple economic crises, a general dissatisfaction
expressed by the public due to the stiffness of administrative procedures, as well as

the decrease of constituents’ trust towards governments.

The criticism towards the old public administration mainly focuses in two dimensions:
government and administration. The first wave of criticism addressed the
development of large governments that consumed scarce resources and were therefore
involved in every activity, instead of leaving space for alternative means of action. As
a result their intervention led to inflation growth, highly increased costs and deeply
cultivated bureaucracies (Minogue, 1998; Hughes, 1998). The second set of criticism
targeted the administration systems, as being among others ineffective, costly, rigid

and prone to corruption (Hughes, 1998).

These factors resulted to the introduction of new management ideas in the public
sector, aiming to the development of a government model that would be more
efficient, outcome-oriented and citizen-oriented, and that would eventually offer
increased value by spending less money. Within this framework, the adoption of

models applied in the private sector was widely suggested (Pollitt ez al., 2007), and a
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whole different perspective was provided, where the public sector appeared as not
being distinctive from the private one (Christensen and Lagreid, 2001). In a wider
framework, these reforms are characterized as a movement towards a “re-invention of

the government” (Osborne and Gaebler, 1992; Osborne and Plastrik, 1998).

In general, six main differences are identified between the concepts of the (old) public
administration and the (new) public management (Lynn, 1996; Vigoda, 2003). More
specifically, NPM:
(1) incorporates several general management functions (i.e. planning, organizing,
control, evaluation),
(2) takes into consideration the criteria of efficiency and economy instead of
responsiveness and political salience,
(3) focuses on middle-level managers rather than to political elites,
(4) tries to minimize the differences between the private and public sector,
(5) focuses on both external and internal relations in a rational manner, instead of
strict focus on laws, institutions and bureaucratic processes, and

(6) is linked to scientific management tradition rather than to political science.

Among the first countries that moved to significant reforms within the NPM doctrine
was the United Kingdom during Margaret Thatcher’s prime ministership, and states of
the United States of America, as for example California. Reasons leading to this move
include the impact of the intense financial decline of the period and problems in tax
collecting (Gruening, 2001). Countries as Australia and New Zealand were the next to
follow this reforming stream. The success of these reforms in the public sector of the
above mentioned countries and states, led to an increase of the number of countries
proceeding to relevant moves; mainly -but not limited to- countries of the OECD
(OECD, 1995). Nevertheless, New Zealand, Australia and the United Kingdom are
widely perceived as comprising the basic core of the NPM pioneers (Pollitt and
Bouckaert, 2004). The common characteristics of these reforms were later recognized
and labelled under the term New Public Management (Dunsire, 1995). A

categorization of these common characteristics is provided in Table 1.
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Table 1: Characteristics of the New Public Management

e Budget cuts e Legal, budget, and spending

e Vouchers constraints

e Accountability for performance e Rationalization of jurisdictions

e Performance auditing e Policy analysis and evaluation

e Privatization e Improved regulation

e Customers (one-stop shops, case e Rationalization or streamlining of
management) administrative

e Decentralization e structures

e Strategic planning and management e Democratization and citizen

e Separation of provision and participation
production

e Competition

e Performance measurement

e Changed management style

e Contracting out

e Freedom to manage (flexibility)

e Improved accounting

e Personnel management (incentives)

e User charges

e Separation of politics and
administration

e Improved financial management

e More use of information technology

Source: Gruening, 2001; page 2

Table 2 provides the general doctrines of New Public Management as they were

classified by Hood in 1991.
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Table 2: NPM’s general doctrines

No Doctrine Meaning Typical justification

1 “Hands-on Active, visible, Accountability requires
professional discretionary control of clear assignment of
Management” in the | organizations from responsibility for action
public sector named persons at the top, not diffusion of power

“free to manage"”’

2 | Explicit standards Definition of goals, targets, | Accountability requires
and measures of indicators of success, clear statement of goals
performance preferably expressed in efficiency requires “hard

quantitative terms, look™ at objectives
especially for professional
services
3 | Greater emphasis on | Resource allocation and Need to stress results
output controls rewards linked to rather than procedures
measured performance;
breakup of centralized
bureaucracy-wide
personnel management

4 Shift to Break up of formerly Need to create
disaggregation of “monolithic” units, “manageable” units,
units in the public unbundling of U-form separate provision and
sector management systems into production interests, gain

corporatized units around efficiency advantages of use
products, operating on of contract or franchise
decentralized “one-line” arrangements inside as well as
budgets and dealing with outside the public sector

one another on an “arms

length” basis

5 Shift to greater Move to term contracts and | Rivalry as the key to
competition in public tendering procedures | lower costs and better
public sector standards

6 | Stress on private Move away from Need to use “proven”
sector military-style “public private sector management
styles of service ethic”, greater tools in the public sector
management flexibility in hiring cind
practice rewards; greater use of PR

techniques
7 | Stress on greater Cutting direct costs, raising | Need to check resource

discipline and
parsimony in
resource use

labour discipline, resisting
union demands, limiting
“compliance costs” to
business

demands of public sector and
“do more with less”

Source: Hood (1991)

Sotirios Karatzimas




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomest

Despite the many similarities in the pressures that drove states towards introducing
these reforms, a great diversification on the way they are implemented is observed
(Pollitt et al., 2007). Rightfully, has the NPM been characterised as a “chameleon”, as
it changes shape continuously in order to adapt to the specific characteristics and
particularities of different countries introducing NPM policies. This adaptability
allows politicians and public sector executives to modify the specific reforms in order
to more easily fit and to be implemented to their specific institutional environment.
Such adjustments are also necessary for the assurance that the reform complies with
the existing legislation, or in order to gain the support of interested third parties. In
general, it is expected that the national political and administrative system would
either help or hinder these reforms. For example, the legislative context in countries
such as France, Spain and Italy has affected the introduction of NPM-influenced

policies (Hood, 1995).

2.1 Differences in states

Despite the dynamic of NPM worldwide, Hood and Peters (2004) point out the
noteworthy fact that countries with administrative systems characterized by weak
performance, as for example Italy and Greece, are proved to be especially slow in
adopting NPM-influenced reforms. Contrarily, countries with effective administrative
systems, as for example Australia and the United Kingdom, play a leading part in the
introduction and adoption of substantial reforms. This means that countries that are in

most need of these reforms are sceptical towards their implementation.

According to Pollitt (2001) the Anglophone countries, Netherlands and Nordic
countries comprise the group of “most active participants” to these reforms’
framework. Especially, New Zealand, Australia and the United Kingdom lead the race
of experimenting and introducing modern and innovative reforms, followed by
Canada and the USA. On the other hand, continental European and Mediterranean
states (e.g. Germany, France, Italy, Spain, etc.) are characterized as being very
cautious in adopting such reforms, even at early preliminary stages (Pollitt, 2001).
Moreover it appears that countries following the “Napoleonic tradition” respond

slowly or even resist in adopting NPM-driven reforms (Spanou, 2008; Ongaro, 2012).
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So it appears that there is no unanimously accepted norm of implementing NPM-
inspired reforms. Pollitt (2001; 485) provides a lively overview of the way different

countries or groups of countries react:

“The Finns do not aspire to the ‘New Zealand model’ and the French do not
want to copy the American ‘National Performance Review’ (Guyomarch 1999;
Pollitt and Bouckaert 2000). The Canadians claim to have a Canadian model
(Bourgon 1998) and a number of leading German authorities believe that they
have little to learn from the Anglo-Australo-American paradigm of
NPM/reinvention (Wollmann 1997; Derlien 1998). Even strong believers in
convergence see important differences between, on the one hand, the UK and
New Zealand and, on the other, the later American attempt at ‘reinvention’

(Kettl 2000).”

On a different basis, it may be argued that the reforming attempts taking place in
developing countries appear to remain mainly as part of the rhetoric, and not of an
actual implementation process (Sarker, 2006). In the developing countries the role of
supranational donor organizations that put pressure to developing countries to follow
the steps of developed ones is crucial (Turner and Hulme, 1997; Knack, 2001). Due to
the great distance between these countries, the high levels of political corruption and
the absence of planning, though, most of the NPM-inspired reform cases are doomed
to failure (Farazmand, 1998; Ray, 1999; Turner and Hulme, 1997; Knack, 2001).
Characteristic examples of such cases are for instance, that of Asian and African
countries (e.g. Bangladesh, in Mir and Rahaman, 2005; Sarker, 2006; Ghana, in
Polidano and Hulme, 1999; Nepal, in Adhikari et al., 2013).

Greece belongs to the cluster of European states affected by the Napoleonic
administrative tradition, and if seen through a geographic perspective is categorized to
the Mediterranean states. Nevertheless, it appears that the geographic concept is in
general insufficient for the characterization of a public management reform’s context
(Ongaro, 2008), while “tradition” provides better explanatory elements on

administrative behaviour patters (Peters, 2008).
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Napoleonic tradition, as its name implies, is based on the public sector model
developed by Napoleon in France. This model was spread in various south European
countries (Spain, Italy, Greece) and to French colonies around the globe (Peters,
2008). The impact of the Napoleonic administrative system in the Greek public sector
is undoubtable and clearly evident (Spanou, 2008). Napoleonic tradition is build on
the primary and central role of the state, the emphasis on law, the uniformity and
formality (Peters, 2008) presenting the following features: an administrative law
system with emphasis to the distinction of the public and private sectors, a centralized
administration, a career civil service, and a de-concentrated departmental

administration (Spanou, 2008; p. 152; Ongaro, 2012).

Nevertheless, there is no unique Napoleonic administration model but each state has
developed differences in how they conceptualize it based on their specific socio-
political environment (Spanou, 2008). At the same time traditions are perceived as

being quite dynamic and in position to change overtime (Peters, 2008).

2.2 A critique to NPM

In general, there is still an extensive debate as to whether and to what extent NPM had
a positive influence to the public sector’s functioning, and to the quality of services
provided to citizens (Lapsley, 2008; Lapsley, 2009). Nevertheless, as Ter Bogt et al.
(2010) pinpoint, this fact does not change the significant role NPM plays, neither

limits its evident impact.

The fact that the NPM reform movement did no always succeed into successfully
managing the various internal and external challenges faced by several countries is the
main reason for this debate; for example, in cases of countries with weak regulating
systems in terms of economy, health and environment, and in cases of national
economies which found themselves powerless in the external impose and control of
the International Monetary Fund and the World Bank (Dunn and Miller, 2007).
Furthermore, NPM has been criticized that in the cases of Central and Eastern
European countries the so-much-advertised outcomes of improved efficiency and

effectiveness are not achieved. This is also the case in almost all developing countries.
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However, it is obvious that prior to the implementation of any NPM-inspired reforms,
other necessary preconditions that would secure such moves, should have to be
achieved, in the philosophy of “basics first”. That is why various scholars (e.g.
Schick, 1998; Bale and Dale, 1998), suggest that developing countries should not

follow the examples of NPM pioneer countries such as New Zealand and Australia.

The most significant critique targeting the NPM, refers to the suitability of private
sector practices to the public sector, which could threaten the character of “public” in
public sector, or are not applicable at all (Savoie, 1995). For example, Haque (2007)
refers to the impact of a reduction of public employment and the dismantling of public
agencies to the public, and further argues on the negative effects of emphasizing in
results-based performance that could lead to an expense of long-term outcomes for the
shake of short-term ones. As will be later discussed in Section 3 there is also the very
significant issue of inappropriate measurement of achieving outcomes and outputs.
Important critique is also addressed to the treatment of citizens as ‘customers’ through
NPM doctrines, as it interferes with the collectivistic character of the public sector

and the specificities of disadvantaged groups (Haque, 2007).

3. The role of accounting in NPM reforms

NPM is built in two major pillars: (1) the reduction or elimination of the differences
between private and public sector, and (2) the transition from accountability in terms
of procedures towards accountability in terms of outcomes (Hood, 1995). Accounting
plays a key role in this new framework of accountability, which expresses a great trust
to the market and the methods performed by the private sector, and a low trust to
bureaucrats whose actions should be more carefully controlled and evaluated (Hood,
1995). To Guthrie et al.’s (1999; p. 211) words accounting provides the technical
‘lifeblood’ in NPM reforms.

In general throughout the last decades the public sector has been shaped by economic

rationalism and accounting techniques (Watkins and Arrington, 2007). At the same
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time, the ideas forming NPM, promote economic rationality in the public sector.
According to Meyer (1998), accounting constitutes a part of the rational activities
during the development of a new public sector. Subsequently, accounting is more than
just a practice that provides assistance to a significant change; accounting rather acts
as an integral part of the reform aiming to the widening of rationalism and
modernization in the new public sector (Lapsley, 1999). Especially, from the 1990’s
and onwards accounting practices are applied “as symbols of the new managerial
ideas” that could help to change the traditional bureaucratic culture of the public
sector, through the promotion of rational concepts with the emphasis on measures and

quantification (Grossi and Steccolini, 2014).

Lapsley (1999) recognizes the cruciality of the role of accounting within the NPM
context for the conduction of measurements and negotiations, and the documentation
of achievements, while according to Hoskin (1994) accounting in the public sector has
the power to turn old-style bureaucrats to accountable and evaluated —through
performance measurement indicators— executives. From another perspective, the
penetration of accounting in the public sector appears to close the gap that is left be
the “demise of political foundationalism”, as “power comes to be justified through
calculative accounts of costs and benefits; competence (the central political virtue) is
judged through calculi of job performance, and the cherished liberal partition of
public and private spheres gives way to an economistic assimilation of each into the

other” (Watkins and Arrington, 2007; p. 55).

At the same time, and for the opposite reasons, in many cases such reforms are not
supported by the involved local actors (e.g. bureaucrats) and eventually result to the
widening of the gap between the rhetoric of modernization and the reality of poor
implementation of financial management and accounting reforms due to resistance

performed by politicians and bureaucrats (Lapsley, 1999).
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3.1 New Public Financial Management

The financial management techniques related to the introduction of NPM policies, are
often referred to with the term New Public Financial Management (NPFM).
According to Olson et al. (1998) the concept of NPFM constitutes actually a reform
trend that aims at the increase of the use of financial techniques during the decision
making process in the public sector. Therefore, it constitutes an integral part of the
wider reforms. To Andrews’ (2013) view the adoption of NPFM systems, actually
results to the improvement of resources management and use. Guthrie et al. (2005)
recognize that NPFM operates in five basic dimensions:

1. Move of the financial reporting systems, from the traditional system of the
cash basis of accounting, to the accounting system of the accrual basis of
accounting.

2. Development of the budgeting systems, with emphasis placed to the
introduction of performance-based budgets.

3. Development of the costing and pricing systems, based on the market.

4. Development of performance measurement systems.

Development of both internal and external auditing systems based on

performance (performance audits).

Nevertheless, as Olson et al. (2001) observe, when comparing national experiences
there appears to be no uniformity in practice. That is why NPFM has been
characterized as being a “reforming spirit” (Olson et al., 1998) and not so much of a
global movement offering a pre-prepared, off-the-shelf package that would guarantee
positive results (Olson et al., 2001; p.506). To Newberry and Pallot’s (2005) opinion,
although the progress deriving form NPFM reforms is undoubtable, there are several
concerns regarding the continuously increase of financial and accounting systems’
complexity which could eventually hamper, instead of facilitate, accountability and

control on behalf of politicians.

Once more, the cultural background of countries seems to affect the willingness and
effectiveness of NPFM-inspired reforms implementation. The direction and speed of
these reforms appear to be significantly related to the various social and political

characteristics of different countries (Pretorious and Pretorious, 2009). According to
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literature (Pina et al., 2010) in south-European countries the degree of implementing
NPFM reforms is relatively low compared to Anglo-Saxon and Nordic countries. This
comes mainly as a result of the difference on how these countries perceive the

concepts of accountability and transparency towards citizens.

Reforms of the budgeting and the financial reporting systems constitute two very
important aspects of NPFM. According to various scholars these two pillars constitute
major cornerstones of the public sector reform attempts (Lapsley, 1999; Ouda, 2004;
Kong, 2005; Christiaens and Rommel, 2008), with the first referring to the application
of performance based budgets, while the second to the introduction of accrual
accounting principles. In both cases the influence that is exercised by the International
Public Sector Standards Board (IPSASB) through the publishing of the relevant
IPSASB’s frameworks is noteworthy. In the following sections these two NPFM-

inspired reforms are further analyzed.
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3.2 Budgeting in the public sector

Strategic management in public sector organizations is heavily based on the proper
preparation and execution of the budget. The use of budget can be generally perceived
in three dimensions: as an accountability mechanism, as a management tool, and as a
means of performing economic policy (Premchand, 1994). Nevertheless, budget
functions vary to a great extent and include among others, the recognition of the
necessary revenue levels, the programming of the expenses level, expenses control,
while at the same time budgeting acts as a tool of communication and motivation
(Coombs and Jenkins, 1994; Budding and Grossi, 2015). Eventually, a proper use of
budgeting would lead to the setting of applicable targets which correspond to the
public entity’s specific needs, and at the same time safeguard the entity’s resources

from spending and mismanagement.

Within the NPFM framework, the basic targets of the budgeting reform lie on the
basis of expense cutting and performance evaluation. At the same time in several
countries the format of the budget report also changed, towards the incorporation of
additional information regarding performance indices, as well as of additional
documents (Pollitt and Bouckaert, 2004). The following table (Table 3) presents the
budget trajectories and typical countries applying each budget status as they were

recognized by Pollitt and Bouckaert in 2004.

Table 3: Budget trajectories

Budget status Routes

Input-oriented line item budget 1. Germany, Belgium

A: include some performance information 2. France, Italy

A+B: change format and content and add other 3. USA

documents

A+B+C: adapt procedures and timing 4. Netherlands, Canada,
Sweden, Finland

A+B+C+D: adapt method of charging (accrual basis) | 5. UK, Australia, New
Zealand

Source: Pollitt and Bouckaert, 2004; p. 70
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As it appears, the norm followed in the budgeting reforms of the public sector, is
characterized from a move from the traditional line-item form towards accrual

budgeting, while emphasis is gradually placed on performance-based concepts.

3.2.1 Line-item budgeting

Line-item budgeting constitutes the traditional way of preparing a budget, and
provides the amounts that are to be allocated for every item. Expenditures for each
item are categorized based on their purpose, as for example salaries-wages, materials,
procurements, etc. This traditional type of budgeting focuses on the amounts that are
to be spent, and monitors what they were spent for. This method constitutes the most
simplistic —in terms of preparation— form of budget. Nevertheless, it does not provide
any information about actions and functions (Jones and Pendlebury, 2010). Therefore,
eventually, line-item budgeting has several shortcomings (Curristine et al., 2007;

Budding and Grossi, 2015):

e Decision-making is focused on specific items and not the overall targets, the

strategy and performance evaluation, limiting thus sound programming,

e The budget is developed bottom-up with the departments providing their

resource requirements for approval, without specific targets and strategy,

e The budget fails to link inputs to outcomes, resulting to a limited evaluation of

expenditures allocation

As a result of these weaknesses many countries either complement or substitute
traditional line-item budgets with performance-based budgets (Budding and Grossi,
2015). The basic characteristic of this type of budgets is the focus on performance
evaluation through the linkage of expenditures directly to results. Thus it is easier to
determine targets, develop alternative ways of achieving them, develop performance

indices and perform cost-benefit analyses.
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Performance-based budgets allocate the available monetary amounts in actions or
programs and at the same time provide for the outcome of their use. Thus, they
present both actions and service provision levels, helping towards a rational allocation

of resources.

3.2.2 Performance-based budgeting in the public sector

To understand better the idea behind performance-oriented budgeting, a brief
description of the basic differences from the expenditure-oriented budget would be
useful. Traditional line-item (expenditure-oriented) budgeting although simple and
applicable for stewardship purposes, does not provide any information regarding
activities and functions, and therefore it is not characterized as a mechanism for
enhancing decision-making (Schaeffer and Yilmaz, 2008; Amborski, 2011). While
traditional budgeting focuses only on inputs, performance budgeting provides
additional information for the programs for which the expenditures are being made as
well as their outputs. This information is useful for prioritization of expenditures and
identification of the programs that should be financed or cut (Schaeffer and Yilmaz,

2008).

Therefore, performance budgeting promotes the concept of measuring government
activities’ performance (Williams, 2004) by linking the outcomes to budget
allocations (Joyce, 1999). A government is able to set programs and activities and
create performance indicators in order to evaluate the outcomes. According to
Gilmour and Lewis (2006), probably the most important reason for adopting
performance budgeting is the belief that it determines the programs which “produce
results and thus deserve budget increases” (Gilmour and Lewis, 2006; p.742). From
the international experience it is evident that the application of performance-based
budgeting could potentially lead to a more rational allocation of funds, reduction of
public expenditures, increase of transparency and provision of higher quality
information to the users for decision making (Joyce, 1999; Diamond, 2005; Kong,
2005; Curristine et al., 2007; Sterck, 2007). The greater flexibility in managing and
allocating resources, inherent in the performance budgeting concept, could improve

planning, organizing and management in the public sector. Additionally, the
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performance orientation promotes accountability and priority setting (Kelly and

Rivenbark, 2003; Sterck, 2007; Amborski, 2011).

However, as Schick (2007) comments, it is easy to explain performance budgeting but
difficult to implement it. Its practical implementation is cumbersome for several
reasons. According to Gilmour and Lewis (2006, p. 743) “it is difficult to know how
to use performance information”. Pollitt (2006) considers performance management
as difficult to implement per se. He comments that the effort to simultaneously
implement a budget reform and introduce performance management, may augment
difficulties and increases the possibility of plan failure. Moreover, as performance
budgeting is deeply politically-driven, the rational prioritization of expenditures might
eventually be negatively affected (Robinson and Brumby, 2005), while the use of
improper performance indicators might cause further implications on funding and
budget re-allocations (Heckman et al., 1997). As it turns out, in spite of the
theoretical support there is no clear empirical evidence that performance budgeting
eventually enhances decision-making on budgeting (Gilmour and Lewis, 2006;

Melkers and Willoughby, 2001).

3.2.3 Program budgeting

Program budgeting is a system whose structure facilitates the development of
performance budgeting. However, there are many cases in the international literature
where no distinction between the two terms is made (Wholey, 1999; Kong, 2005). In
general, there are many terms in literature which are used more or less synonymously.
According to Kong (2005) any reform that incorporates performance measures
includes performance budgeting, results-based budgeting, program budgeting,
outcomes-based budgeting and so on. Since the formal reports of the Greek Ministry
of Finance use the terms program budgeting and performance budgeting
interchangeably, the same approach is adopted across the text. In simple words, the
philosophy of program budgeting is characterized by a strong focus on performance
and outcome evaluation of the public sector institutions. Since the beginning of the

1980’s, program budgeting constitutes a basic tool of public sector reforming in many
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European Union (E.U.) and Organization of Economic Coordination and

Development (OECD) countries.

In a program based budget resources and outcomes are recognized through programs,
while expenditures are categorized by actions. Eventually, performance indices are
developed for the assessment of the outcomes. Thus, a program-based budget
provides for additional information for the programs that the expenditures are taking
place and their results, thus helping in recognizing which programs should receive
financing or should be cut, as well as regarding the expenditures that should be
prioritized. Figure 1 below, provides a depiction of how a state budget that follows a

program-based structure, is divided in Functions, Programs and Actions.

Figure 1: Program budgeting

State budget

—

[ Function 1 1
[ Program 1 } [ Program 2 } Program 3
[ Action 1 ] [ Action 2 ] [ Action 3 ]
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3.2.4 Performance indicators

For the proper function of a program-based budget the development of proper
performance indices is necessary. Despite of whether these are qualitative or
quantitative they should be characterized by a series of qualities. Thomas (2006)
identifies these qualities as follows: clarity, consistency, comparability,
controllability, contingency, comprehensiveness, relevance and feasibility. A brief
overview of the ideal characteristics performance indicators should posses, is

provided in Table 4 below.

The establishment of performance indicators in the public sector is extremely
important and rather complicated, since due to the nature of the government activities,
performance measurement cannot be reported through the “conventional” financial
indicators that are applied in the private sector (Guthrie and English, 1997). Without
the concept of profitability it is difficult to determine financial performance
indicators. Consequently, multifaceted indicators for evaluating performance
information are needed. Eventually, the introduction of performance indicators could
serve not only towards the measurement and evaluation of public entities by
politicians, but could also increase the chances to account for performance (Van Thiel

and Leeuw, 2002; Jenkins et al., 2003).

Table 4: Ideal performance indicators

Clarity: Comprehensive:
Performance indices should be simple, Do the indicators reflect those aspects of
well defined, and easily understood. behaviour that are important to

management decision-makers?

Consistency: Bounded:

The definitions used to produce the Concentrate on a limited number of key
indicators should be consistent over time | indices of performance — those most
and between units. likely to give the biggest pay-off.
Comparability: Relevance:

Following from consistency, it is only Many applications require specific
reasonable to compare like with like. performance indicators that are relevant

to their special needs and conditions. Do
the indicators service these needs
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Controllability: Feasibility:
The manager’s performance should only | Are the targets based on unrealistic

be measured for those areas over which | expectations? Can the targets be reached
he/she has control. through reasonable actions?

Contingency:
Performance is not independent for the

environment within which decisions are
made. The environment also includes the
organization structure, the management
style adopted, as well as the uncertainty
and complexity of the external
environment

Source: Jackson (1995)

However, many attempts to introduce performance measurement systems in the public
sector were proven unsuccessful, since according to Van Thiel and Leeuw (2002,
p-267) “output-measurement in the public sector can lead to several unintended
consequences” and even affect performance negatively. Among other, these
unintended consequences include wrong assumptions concerning the content and
amount of measures and the clarity level of what is being measured (Bouckaert and
Balk, 1991), while the pressure to achieve the objectives could lead to several types of
dysfunctional behaviors (Smith, 1995). A lively example of such disorientation as a
result of mismanagement of measurement’s meaning (this one is known as the

‘Mandelbrot disease’) is provided by Bouckaert and Balk (1991; p. 231):

“[...] if we put more police on the streets, you will measure more crime. As the
number of centers of the human rights movement increases, more violations of
human rights will be reported. Northern Great Britain seems to have more
fires than other European countries because it has a better statistical

technique for measuring fire”.

Detailed information on other categories of such performance measurement diseases
(e.g. the Pangloss disease, the impossibility disease, the convex/concave disease,
organizational paralysis effect, tunnel vision effect, suboptimization effect, etc.) can
be found in the seminal works of Bouckaert and Balk (1991), Smith (1995) and Van

Thiel and Leeuw (2002). There is moreover the so-called “performance paradox”,
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which refers to the tendency of performance indicators to lose their value over time
and not being able to distinguish the good performance from the bad (Van Thiel and
Leeuw, 2002).

3.2.3 IPSAS on performance evaluation

The worldwide interest on performance information reporting in the public sector is
illuminated by IPSASB’s recent efforts to develop a ‘practice guideline’. The Board
proceeded in reviewing and comparing existing national frameworks (national
standards, guidance, and regulatory requirements) from several national jurisdictions,
the U.N. and the OECD and issued a Consultation Paper on “Reporting Performance
Service Information” (IPSASB, 2011a). The outcome was that each jurisdiction had
its own framework for service performance reporting. At the same time though, many

similarities in the service performance information that was reported, were revealed.

Having observed this diversity of reporting performance information, the IPSASB
proceeded in creating a framework focusing on the users’ needs as it is very important
to provide access to performance information to the users; they are thus able to
evaluate the public entity’s outcomes and therefore their decision-making is enhanced,
while at the same time the entity’s accountability is promoted. In December 2013
IPSASB issued a “Proposed recommended practice guideline on Reporting Service
Performance Information” (IPSASB, 2013c) in an attempt to fill in the missing gap by
providing guidance on reporting service performance information to users concerning
an entity’s service performance objectives, its achievement of those objectives, and

the services that the entity provides.

3.3 Governmental financial reporting

Governmental accounting presents fundamental differences between -and within-
countries. These differences range from the recording systems to the measurement
rules and the disclosures (Grossi and Soverchia, 2011). Traditionally, countries like
the United States, Australia, New Zealand, U.K. and Ireland are characterized as

oriented to the Anglo-Saxon approach, and their accounting for the public sector is
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influenced by the privatistic model. On the other side, continental European countries
like Germany, France, Portugal, Italy, Spain and Greece adopt a different orientation,
where the influence of the private sector accounting is basically absent (Grossi and

Soverchia, 2011).

Depending on the specific needs of different countries, four different bases of
accounting have been developed and adopted. The cash basis and the accrual basis of
accounting constitute the two opposite poles, while the other two bases that are
recognized in between are the modified cash basis and the modified accrual basis of

accounting.

3.3.1 Accrual accounting in the public sector

According to Christiaens et al. (2010) accrual accounting was introduced to improve
the financial information system of public sector entities. In general, under accrual
accounting, transactions and other events are recognized when occurred and not only
when cash is received or paid. The IMF (2001a) considers the accrual basis as
superior compared to other models, since it is more comprehensive and consistent.
Moreover, accrual accounting is considered to improve comparability of the financial
performance between jurisdictions and provide a greater accountability of public
resources, as the financial data will become more transparent (Guthrie, 1998,
Christiaens et al, 2010). The accrual financial statements are viewed as simpler and
easier to understand (Ball er al, 1999; Brumby et al, 1999), and harder to manipulate
(Buti et al, 2002). Furthermore, accrual financial statements are believed to provide a
richer set of information for analyzing the sustainability of fiscal policy and the
quality of fiscal decision-making (IMF, 2001a). More specifically, accrual accounting
provides disclosures in supplementary notes, which include information on contingent
liabilities and commitments (IMF, 2001b), provide a longer-term perspective for
judging policy impacts (Athukorala and Reid, 2003) and better information for
managing liquidity (IMF, 2001a). All the above are believed to lead to better
information for planning, financial management and decision-making (Athukorala and

Reid, 2003; FEE, 2007).
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3.3.2 International Public Sector Accounting Standards (IPSAS)

The IPSAS project was introduced in 1996 and is heavily influenced by the
International Financial Reporting Standards (IFRS). Although IFRS were issued for
the private sector, they are reviewed and amended so that they can be applied to the
public sector. However, a lot of debate has been taking place whether standards that
were developed for the private sector are suitable for the public sector as well (e.g.
Chan, 2003; Christensen, 2007; Johansen and Lapsley, 2005). The IPSAS Board
though, supports the notion that the ultimate objective of financial reporting is the
same for both sectors. Moreover, many international organizations which promote
sound financial management and accountability (e.g. OECD, NATO, United Nations,
European Commission) and support the modernizing of the financial information
system, have adopted an accrual accounting system compliant to IPSAS (Harthorn,
2008; Christiaens et al, 2010). Despite this support, though, Christiaens et al.’s (2010)
survey concluded that IPSAS do not play a significant role in the majority of the local
and central government accounting reforms in Europe. What is more than that is the
fact that many of the examined countries that are planning to introduce accrual
accounting, are not going to use IPSAS. According to IFAC (2008) although accrual
accounting practices are spreading within the public sector, the majority of the
governments adopting IPSAS, choose the cash basis IPSAS. Nevertheless, although
IPSAS provide a more uniform, transparent and commonly accepted standard that
could help the public sector to operate with integrity and professionalism (UNESCO,
2008) there is still a lack of empirical research that would indicate that the benefits of
a transition from the cash to the accrual basis, outweigh the relative costs (Wynne,

2007).

IPSAS is the only internationally recognized set of public sector accounting standards.
They are accrual accounting standards' and are heavily influenced by IFRS. This
means that, except for cases where public sector specificities need to be taken into
account, the majority of the accrual-based IPSAS are based on existing IFRS.
Although, a lot of debate has been taking place whether standards developed for the
private sector are suitable for the public sector (e.g. Christensen, 2007; Johnsen and

Lapsley, 2005), IPSAS are viewed as providing a more uniform, transparent and

'IPSAS consist of 32 accrual-based accounting standards and one on cash basis
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commonly accepted accounting framework that could help the public sector to operate
with integrity and professionalism (UNESCO, 2008). That is why the international
organizations that were previously mentioned choose to adopt accrual accounting

systems compliant to IPSAS.

3.3.3 Modified accounting bases

The two modified accounting bases refer to the modified cash and the modified
accrual basis of accounting. As mentioned before these two usually constitute interim
steps on the move from cash to accrual accounting. Nevertheless, in specific cases, as
for example in the U.S., the GASB standards require from state and local
governments to present two sets of statements in order to satisfy different goals of
reporting. One set is on a modified accrual basis, while the other on a full-accrual

basis.

In general, the modified cash accounting system recognizes transactions and other
events on a cash basis, but also takes into account the unpaid accounts and the
receivables at year’s end (IFAC PCS, 2000). The modified cash basis captures all
financial assets and liabilities and the flows related to such assets and liabilities, but
excludes physical assets (current and non-current) as well as intangible assets.
Therefore depreciation and amortisation are excluded and replaced by the actual cash
flows involved with the acquisition and disposal of assets (Hiltebeitel, 1992).
However, as the modified cash basis paradigm is not a formal system and therefore it
is not governed by generally accepted principles, its application in practice,
internationally, takes different forms albeit based on the basic theme discussed above.
As it will be discussed later on (“Results” section), the application of modified cash
basis in Governmental Accounting in Greece differentiates in several aspects from the

basic format encountered in literature.

According to literature (Hiltebeitel, 1992; Parry, 2010), the modified cash basis
presents several advantages, since it is broadly in line with the approach currently
adopted by most governments. These are mainly related to the disclosure of additional
information which is required for fiscal management and for control improvement on

government borrowing and lending and on current and contingent liabilities. At the
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same time, many of the technically complex issues of valuation, mainly of fixed

assets, associated with the application of accruals are avoided.

On the other hand, the modified accrual basis of accounting recognizes economic
events when occurred instead of when received or paid and provides information on
financial assets and liabilities, but differentiates from full accrual on that it expenses
physical assets at the time of their purchase; thus no matching of non-financial assets

costs to the period when they occur takes place (IPSASB, 1996; IFAC PSC, 1998).

3.4 Reforms in financial reporting systems

Disclosure of information is considered to be more important in the public sector in
comparison to the private sector, mainly due to the absence of a market (Guthrie,
1998; Mack and Ryan, 2007). As explicitly stated in the conceptual frameworks of
accounting standard setting-bodies the objective of financial reporting by public
sector entities is to provide information about the entity that is useful to users (GASB,
1987; AARF, 1990a; CICA, 2009b; IPSASB, 2013a). In this context, usefulness is
generally determined in relation to decision-making and accountability (Rutherford,
1992). Guthrie (1998) argues that despite public sector accounting being often
characterized as neutral to decision-making, in reality it is neither socially nor
politically or economically neutral. As accounting constitutes a form of
communication representing and constructing reality (Hines, 1988) it could not be
neutral regarding the above aspects. What moreover appears as affecting decision-
making is the nature of the accounting basis on which accounting information is

produced (IPSASB, 2011b; Bergmann, 2012).

3.4.1 Pros and cons of a transition to accrual

In fact, the adoption of or the transition to accruals has been given a central role in the
NPFM reform movement (Pallot, 1992; Lapsley, 1999; Ouda, 2004; Christiaens and
Rommel, 2008). Among the most quoted and advertised advantages of applying

accrual accounting for financial reporting is the improvement of the financial
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information system (Christiaens et al., 2010), the long-term sustainability of fiscal
policies and the efficient management of public assets and liabilities (Barton, 2009).
Accrual accounting is considered to improve comparability of financial performance
and accountability of public resources (Guthrie, 1998, Christiaens et al., 2010;
IPSASB, 2011b). The accrual financial statements are viewed as easier to understand
(Ball et al, 1999; Brumby et al, 1999), and harder to manipulate (Buti and Guidice,
2002) leading thus to better information for planning, financial management and

decision-making purposes (Athukorala and Reid, 2003).

The aforementioned benefits of accrual accounting have motivated many governments
to prepare the ground for a transition to the new system (Khan and Mayes, 2009). As
Carlin (2005) comments though, the widespread adoption of accrual accounting does
not mean that the reform has been accepted without considerable debate and
scepticism. Paullson (2006) and Anessi-Pessina ef al. (2008) refer to a significant
number of public sector empirical studies in which the introduction of accrual
accounting is criticized and questioned. Many are thus the scholars who consider a
transition to accruals as being problematic (e.g. Barton, 1999; Christiaens and
Wielemaker, 2003; Conolly and Hyndman, 2006; Lapsley et al., 2009). According to
Hepworth (2003) the failure to understand accrual accounting requirements may
jeopardize the whole transition process. More specifically, the lack of cultural
willingness to accept the reform as well as the technical ability to understand,
implement and maintain the reform, constitute characteristics that would probably
lead to a reform failure (Hepworth, 2003). As a result, the assessment of the costs and

benefits of adopting accrual accounting is a difficult task (Christensen, 2002).

3.4.2 Users of public sector financial information

Another dimension to the significance of financial reporting in the public sector, and
therefore to the implications of different accounting bases on decision-making,
emerges from the fact that public sector accounting has to satisfy the needs of a large
number of different users (Hernandez and Pérez, 2004). These users should be able to
base their decisions on reliable and relevant information about the financial position,

financial performance and cash flows of the government. Satisfying their needs has
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some prerequisites; at first, it requires the identification of the users and their needs.
Secondly, it asks for the matching of the information needs of users with the
information provided by the statements or, alternatively stated, it requires users
considering at least some of the information disclosed in the statements to be useful
(Gaffney, 1986). As different user groups are recognized as having different
information needs (Liider, 1992), they might also view and assess in a different
manner the information provided. Moreover, the production, the provision and the
understanding of accounting information is more complicated than just providing
information “when a specific decision has been identified that needs it” (Jones, 1992;

p. 260).

Mack and Ryan (2007) note that there have been internationally numerous attempts to
determine the relation between public sector financial reporting and the recognition of
potential users. In the late 1970’s and the 1980s, various surveys were conducted in
order to identify who the actual users of public accounting information are (e.g.
Anthony, 1978; Drebin et al., 1981; GASB, 1987). Having Anthony’s (1978) work on
behalf of the Financial and Accounting Standards Board (FASB) as a starting point,
many researches followed a normative approach in identifying the users of public
sector accounting information (e.g. Drebin et al., 1981; Jones et al., 1985; Hay and
Antonio, 1990; Daniels and Daniels, 1991; Coy et al., 1997; Priest et al., 1999; Mack
and Ryan, 2006). By the 1990s the catalogue of users was already extended (e.g.
IFAC, 1991; Ingram et al., 1991), introducing more and more potential users. A brief
presentation of the users recognized by authors and accounting bodies by the 1990’s
and early 2000’s is provided in Table 5. The Table is adopted by Hernandez and
Perez’s (2004) study. In general, the studies reviewed coincide in identifying the
following user groups: governing bodies, investors and creditors, resource providers,
oversight bodies, and constituents (Mack and Ryan, 2007). During the empirical
examinations, the users were further categorised as external (i.e. citizens, investors,

oversight bodies) and internal (i.e. management) (Steccolini, 2004).
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Table 5: Users of public accounting information

Surveys Anthony Holder NCGA | GASB AARF CICA IFAC IGAE | AECA
Users 1978 1980 1983 1987 1990 1990 1991 1991 2001
Creditors and X X X X X X X X X
investors
Resource suppliers - X X X X X X X X
Financial X X X X X X X X X
institutions
Financial analysts - - - - X X X X X
Managers X - X X X X X X X
State and other X - X - X X X X X
governing
authorities
Controlling bodies - - - X X - X X X
Elected X - X X X X X X X
representatives
Employees - - X X X - - - X
General public X - X X X X X X X

Source: Adapted from Hernandez and Perez (2004)
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The development of the IPSAS by the IPSAS Board, and the IPSAS conceptual
framework of 2013, introduced new terms and concepts in the quest of recognizing
potential users of public sector financial reporting. Table 6 provides a comparison
between the relevant frameworks developed by the four most quoted international
accounting standard setting boards for the public sector (IPSASB; the Governmental
Accounting Standards Board (GASB); the Canadian Institute of Chartered
Accountants (CICA), and the Australian Accounting Research Foundation (AARF)),

as well as FASB’s framework regarding ‘“Non-business organizations”.

Table 6: The users according to accounting standards setting bodies

Accounting standard-setting Users
bodies

FASB (1978) Non Business
organizations

Governing bodies
Investors and creditors
Resource providers
Oversight bodies
Constituents

GASB (1987) Citizenry
Legislative and oversight bodies

Investors & creditors

CICA (2009a) Legislators
Policy makers
Administrators
Analysts
Investors

The public

IPSASB (2013a)

Service recipients and their representatives
Resource providers and their representatives

AARF SAC 2 (1990a) e Resource providers

e Recipients of goods and services

e Parties performing a review or oversight
function

e Managements & governing bodies

Regarding the Conceptual Framework developed by IPSASB (IPSASB 2013a) the
users are recognized in two wider categories: ‘Service recipients and their
representatives’ and ‘Resource providers and their representatives’. Resource
providers include both “involuntary resource providers” such as taxpayers, and
“voluntary resource providers” such as lenders, donors, suppliers, fee-for-service

consumers and employees. Citizens are primary users as they belong to both

Athens University of Economics and Business, Dept. of Business Administration 59

WNET/y

a —\/"T'T 7;3,
o R
X K o
= >
2 3
o)

Yo O,



PhD Thesis

categories; they both receive services and provide resources. Legislature and
parliament members are also primary users, as well as, lenders, creditors, investors
and donor agencies. Other identified groups include government statisticians,
analysts, the media, financial advisors, public interest and lobby groups. Finally,
regulatory and oversight bodies, audit institutions, subcommittees of the legislature or
other governing body, central agencies and budget controllers and entity management,

may also use this published information.

In general, all four public sector accounting standards setting bodies recognize in their
conceptual frameworks user groups that fall into the same categories (GASB, 1987;

CICA, 2009a; AARF, 1990a; IPSASB, 2013a).

3.4.3 Users’ information needs

Due to the different profile of the groups of users, it is expected that according to their
interests, functions and competences, they will have different information needs. This
fact could also lead to complicated inter-relations as some of these users might occupy
multiple roles (Drebin et al., 1981). The identification of the needs of these users has

been dealt with in various studies carried out by accounting bodies and scholars.

By examining relevant studies (e.g. Anthony, 1978; Drebin et al., 1981; Mautz, 1981;
NCGA, 1983; GASB, 1985; Likierman, 1989; Ingram et al., 1991), general patterns
that show the needs of each user group can be found. Other studies highlight the
specific needs of certain user groups that they consider to be significant as regards to
their relevance in the use of public sector accounting information (e.g. FASB, 1985;

Henke, 1988).

However, as Jones (1992) points out, taking certain users and certain needs, for which
there is no empirical evidence, to establish the objectives of public accounting
information, can lead to an output of information that is not as useful as it is expected
to be. Mayston (1992) considers that a great step forward would be to study what

information is relevant in order to protect the individual interests of each information-

Sotirios Karatzimas




The reform of governmental accounting systems in Greece:

Evaluating the process and the outcomest

user group, instead of analysing the users and their needs. This would allow an

optimisation of the financial information that is to be produced.

Regarding the information needs of the different categories, by consulting the
frameworks developed by these five bodies (FASB, 1978; GASB, 1987; CICA,
2009a; AARF, 1990a; IPSASB, 2013a) the following information types are identified:

Table 7: Users needs as recognized by accounting standards setting bodies

Accounting
standard-setting
bodies

User needs

FASB (1978)
Non  Business
organizations

Financial viability

Fiscal compliance
Management performance
Cost of service provided

GASB (1987)

o Comparing actual financial results with the legally adopted

o Assessing financial condition & results of operations
o Assessing in determining compliance with finance-related

o Assisting in evaluating efficiency & effectiveness

Making economic, social and political decisions
Assessing accountability by:

budget

laws, rules & regulations

CICA (2009a)

The allocation & use of financial resources

The sources & types of government revenues

The extent to which revenues are sufficient to meet
expenditures

How the government finance its activities & how it meets its
cash requirements

The government’s financial condition

Actual results of financial activities in comparison with those
originally forecast & those of past periods

That public financial resources are managed in accordance
with legislative authorities

IPSASB (2013a)

The entity is using resources economically, -efficiently,
effectively and as intended, and whether such use is in their
interests;

The range, volume and cost of services provided during the
reporting period, and the amounts and sources of their cost
recoveries, are appropriate; and

Current levels of taxes or other charges are sufficient to
maintain the volume and quality of services currently
provided.
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Is achieving the objectives established as the justification for

the resources raised during the reporting period;

e Funded current operations from funds raised in the current
period from taxpayers or from borrowings or other sources;
and

o [s likely to need additional (or less) resources in the future,

and the likely sources of those resources.

AARF SAC 2 | e Whether the reporting entity is achieving the objectives which

(1990a) formed the reason for the provision of resources in the past
and is operating economically and efficiently and using
resources as prescribed

e Whether the entity is able to continue to provide goods and
services in the future, which is the likely level at which the
goods and services will be provided, and which their likely
cost.

e Parties performing review or oversight services of interest to
members of the community want to know whether the
reporting entity has been operating in the interests of such
members

Within this framework, though, the search of who actually uses public sector annual
reports has been characterized as a “recurrent ambition” (Skaerbaek, 2005) and
“somewhat chimerical” (Hay, 1994). Most importantly, citizens who constitute the
prominent group of users (Daniels and Daniels, 1991) appear to make limited use of
governmental financial statements in practice (Zimmerman, 1977; Jones, 1992).
Although Hay (1994) points out that previous research indicates relatively few actual
users of public sector financial reporting, Mack and Ryan (2007) provided evidence of
an increased emphasis of public sector organizations on financial reporting, as a
means to further engage with their users. Therefore further evidence on the relation

between users and financial reporting in the public sector is required.
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4. The Greek Central government

Central government in Greece comprises of the central administration and the legal
entities governed by public and private law that are controlled and funded mainly
from the government. Along with local governments and social security bodies, they
compose the Greek general government. Central government —alternatively in Greek
referred to as Dhimosio (public) or Cratos (state)— incorporates the Presidency of
Democracy, the Ministries and the Decentralized Administrations, as well as, the
Independent Authorities (Presidential Decree 3871/2010). The following figure
(Figure 2) depicts the structure of the Greek public sector.

Figure 2: Structure of the Greek public sector
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4.1 The reform framework of accounting systems in the

Greek central government

As it is highlighted in the Introductory Report of the State budget for the year 2008, in
the section entitled “Reform of the budgeting system” (Ministry of Finance, 2008a;

Chapter 2; page 65; emphasis added):

“The Ministry of Finance recognizing the need for more efficient,
effective and transparent management of public resources,
proceeded to the design and implementation of significant reforms
for the modernizing of fiscal management, aiming at the
improvement of the quality of the provided public goods and
services. These reforms include both the change in the way of
preparing, executing, monitoring and evaluating the state budget
through the adoption of a form of program budgeting, and the
application of a new accounting reporting system, that would
support the state budget for the sound and true representation of

public finance.”

Therefore, two dimensions are recognized in the reform framework of the accounting
systems in the Greek central government level:
1. The reform of the budgeting system

2. The reform of the financial reporting system.

The above reform framework constitutes since 2005 the general modernizing
framework recommended by supranational organizations, such as the OECD and the
IMF, through their reports (Ministry of Finance, 2009b; Chapter 4). Thorough
reference to these reports is provided later on (“Results” section). Nevertheless,
despite the use of cash based accounting in the central government level, several
agencies of the wider public sector already applied accrual accounting since 2000.
Such examples are the first degree local governments (P.D. 315/1999) and social

security bodies (P.D. 80/1997). The latter commenced with significant delays.
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4.1.1 The reform of the budgeting system

Central government prepares the central government (or state) budget under the cash
basis, which is annually approved by the Parliament. Although, the state budget does
not include public enterprises and organizations, social security funds and hospitals,
regions and municipalities, and public law entities, still budgetary transfers to these

organizations are included.

The structure that the Greek state budget presented previous to the reform comprises
of two parts which are distinct as regards to their preparation and execution:
e The Ordinary Budget, and

e The Public Investment Budget

The ordinary budget is prepared and executed under the form of a line-item budget,
depicting the various expense categories based on their nature. The most significant
weaknesses of line-item budgeting as recognized by the Greek Ministry of Finance
are the following (Ministry of Finance, 2008a; Chapter I):

1. Tt lacks of a clear description of the policies and actions that are funded.

2. It lacks of clear description of the agencies/ institutions implementing these
policies and actions. This results in several cases to the involvement of many
agencies which might eventually overlap. Therefore, in such cases, resources
could be further wasted as well as effectiveness could be reduced.

3. There is inadequate evaluation of the results of these policies, as the
evaluations do not take place systematically, but rather segmentally, and are

not related with the material and human resources used.

On the other hand, the public investment budget, although presented in the form and
structure of a program budget, it does not have the qualitative characteristics of such a
structure. For example, there is no matching between the inputs and the outputs and

outcomes (Ministry of Finance, 2008a; Chapter I).

Athens University of Economics and Business, Dept. of Business Administration




PhD Thesis

Inevitably, these characteristics were enough to start the discussion of proceeding in a
reform inside the central government. As it is reported in the State budget report of
2008 (Ministry of Finance, 2008a; Chapter 1) the above mentioned weaknesses of the
line-item budget, combined with the requests of citizens for transparency and
effective resources management, the need of reducing the fiscal deficits and the need
for long-term planning and programming, has led many countries to the decision to

adopt new forms of budget management, such as program budgeting.

Already from 2005, the Greek Ministry of Finance proceeded by requesting the
International Monetary Fund’s assistance for technical support in administrative
reforms. IMF responded to this call through the conduction of a report regarding the
improvement of fiscal management. The first reference to the government’s decision
to proceed into adopting a program budget that would operate complementarily to the
existing line-item budget can be found in the Introductory Report of the State budget
for the year 2006.

It should be noted here, that a substantial difference exists between the concepts of
‘governmental accounting’ and ‘national accounting’. Governmental accounting is
responsible for the preparation of the State budget, and therefore for the programming
and allocation of resources and expenditures; thus it has a microeconomic perspective.
On the other hand, National accounting is used for the evaluation of the national
economy as a whole, through calculating key aggregate indicators, as for example
gross domestic product (GDP), volume growth, national income, savings and
consumption. Moreover, it is used for cross-national comparisons with the respective
indicators of other countries. Therefore National accounting, serves for external
accountability and decision making purposes, but from a political and macroeconomic
perspective (Jones, 2000; Marti, 2006). For the needs of the EU, the European System
of Accounts (ESA 95, and lately ESA 2010) has been developed and is used, and all

EU member states are required to provide their data according to it.

Eventually, the basic difference is that national accounting and consequently ESA is
not an accounting system, as is does not produce budgetary or financial reporting but
is rather a statistical tool used for the control of the European monetary policy, that is

—among others— the GDP, debt and deficit (Eurostat, 1996; Jesus and Jorge, 2010).
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4.1.2 The reform of the financial reporting system

Until 2011, the central government applied the cash basis of accounting as the basis of
financial reporting. In order to report the financial condition of the state as well as
revenues and expenditures, public accounts were used. More specifically, these
accounts were further distinguished into those used for the monitoring of the budget’s
execution and those which are used for the out-of-budget cash management. It is very
important to note that the classification of these accounts into accounts of assets,
liabilities, memo accounts, etc. does not coincide with the accounting dimension of

these concepts, and is rather far from their use in the accrual basis of accounting.

Nevertheless, according to the Ministry of Finance, this system served adequately the
information needs in terms of the state’s fiscal management, and was perceived as
preserving the reliability of the provided information; it had only to do with receipts
and payments. Receipts and payments are characterized as being easily measurable
and unchallengeable (Ministry of Finance, 2009b). Despite, though, of these
characteristics, the cash basis system of accounting was not able to adequately cover
the needs of modern fiscal management. In this context, various weaknesses

accompanied the cash basis system.

As it is reported in the accompanying to the 2009’s State Budget report, entitled
“Program budgeting”, the most important weaknesses of the previously applied cash
basis system of accounting were the following:
1. The Balance Sheet:
a. Did not applied the accrual principle, and

b. Did not depict the assets and liabilities of the state
2. Was characterized by lack of qualitative information, since a great part of the

data was not reported in accounts of assets or liabilities. On the contrary, it

was mandatory to record them either as cash inputs or outputs.
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3. Due to the recording of all transactions in the cash basis, the system failed to

achieve adequate determination of the actual cost of the state’s activities.

Consequently, the discussion of reforming the system opened. According to the
Ministry of Finance, the following goals appear to comprise the cornerstones of the
accounting systems modernization (Ministry of Finance, 2010; Chapter 6):

1. The provision of more information

2. The improvement of transparency

3. The improvement of the quality of the provided accounting information.

In order to achieve these goals, the introduction of rules and procedures that would
substantially assist to the distinction and clear determination of the concept of revenue
and its receipt, expenditure and its payment, receivable and payable accounts.
Furthermore, the presentation of capitalized assets and investments of the state, in
cases where that would be possible, was considered as material. The above features
characterize a transition from the cash basis of accounting to a modified cash basis

system (State Budget, 2009; Chapter 4).

This move had as a result the central government achieving its compliance with the
requests for modernizing the financial reporting system, and at the same time, the
transfer in future of the resolution of certain problems and difficulties faced by
countries which apply full accrual accounting. For example, the conduction of
inventory recording in the beginning of the fiscal year in order to record the value of
assets, and the height of accumulated receivables and payables of the central

government (State Budget, 2010; Chapter 6).

4.1.3 Overall view of the reforms framework

If seen in its overall view, what the Greek central government wanted to achieve with

the combination of the two reforms, was:
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e Transition from the cash basis of accounting to a modified cash basis of
accounting system, for financial reporting purposes, and
e Fither:
o Maintenance of the cash basis for the preparation and execution of the
line-item budget,
o Or to a parallel level to the traditional budgeting system, an
implementation of a program-based budgeting system, still based on
the cash basis of accounting.

A depiction of the reform’s plan is presented in Figure 3.

Athens University of Economics and Business, Dept. of Business Administration




PhD Thesis

Figure 3: An overall view of the reforms in the accounting systems of the central
government
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Source: Ministry of Finance, Greek State Budget, 2010; p. 154

For the categorization of the budget data special code numbers for revenues and
expenditures referred to as KAE (Kodikoi Arithmoi Esodon-Exodon), are used. With
the application of the modified cash basis these code numbers are linked with the
third-level accounts of the accounting plan. Eventually, the accounting framework to
be developed was intended to be a unified system including the KAE of both the
ordinary and public investment budgets. Therefore, it would comprise a structured set
of financial statements that would include data from both parts of the state budget. In
order to achieve greater transparency and understandability of the provided fiscal
data, as well as for the execution of material and sound fiscal management, the
accounts linked to KAE would compose first-level accounts which in turn could

comprise parts of groups of accounts.
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Eventually, the budget reform was abandoned after years of efforts, although it
produced results that were highly appraised by that time, while the financial reporting
system reform resulted to an outcome that left several pending issues and thus did not
achieve to satisfy the initial goals set. What is more important is that in both cases
there is not a long term plan in place, and thus the next steps in both cases are
completely vague. Some vague references on both cases are provided to the recently
published Law 4270/2014. For example that the state budget can be structured based
on programs that incorporate expenses that match to public policies. In the following
parts of the doctoral research an evaluation of the process and the outcomes of these

reforms take place.
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4.2 Greece under resource dependency

After enjoying a period of economic growth between 1995 and 2000, Greece
experienced a period of public finance imbalances with an increasing gap between
national savings and investments, which gradually, from 2000 to 2009, led to a
significant increase of the Greek deficit (OECD, 2011). The following years (2009 —
2010) Greek public finances presented a deteriorating and rather upsetting picture,
with an indirect global impact and a direct one threatening eurozone’s stability
(Zahariadis, 2013). The Greek debt crisis has been characterized as multidimensional,
involving high both public and private debt, high borrowing from external sources
and increased corruption (Zahariadis, 2013). The significance and specificity of the
Greek condition is illustrated in OECD’s (2011, p. 36; emphasis added) report as

follows:

“Even though the outbreak of Greece’s ongoing public finance crisis
coincided with the global economic downturn, the situation had paradoxically
developed as the country was experiencing one of the most dynamic episodes

of growth in its post-war history.”

Eventually, in May 2010 Greece had to receive financial support from the IMF, the
E.U. and the European Central Bank (ECB), commonly referred to as the ‘Troika’.
For that purpose, Greece signed a Memorandum of Understanding (Law 3845/2010),
with the total amount of the bail out program reaching 230 billion euros. According to
Featherstone (2014; p.1) this loan was tied to “tough conditions” and referred to an
enormous amount of administrative reforms. Among other measures that were
included in the MoU between Greece and the Troika (e.g. administration, personnel),
public financial management reforms were prioritized targeting to improving short-
term fiscal challenges, long-term performance, and increasing accountability and

transparency (OECD, 2011).
By applying Ongaro’s (2009) typology on Greek Ministry of Administrative Reform

data in order to categorize the actions that affect Greek central government

administration, Featherstone (2014) developed five categories of reform actions:
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Financial management, audit and performance management, personnel, organization,
and joint actions with the EU Commission. The latter serves for the capturing of
specifics during the Memoranda period. According to his study prior to Greece’s
entering the financial support mechanism of the Troika the emphasis on “financial
management” and ‘“audit and performance management” is, as depicted in Figure 4,

comparatively low.

Figure 4: Greek ministry data on administrative reforms pre-MoU by subject category
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Source: Featherstone (2014; p.8)

As the author comments, the results suggest that at this point actions focused to the
operational mode, and not public spending effectiveness or performance evaluation.
Nevertheless, the picture changes when it comes to the after Memorandum period. As
it is depicted in Figure 5 significant attempts have taken place at least in terms of

“financial management”.
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Figure 5: Greek ministry data on administrative reforms of Greek government by type,
2010-2012
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Source: Featherstone (2014; p. 10)

Thus it appears that the MoU had a direct impact in the reforms targeting into
improving public financial management of the Greek central government.
International literature provides several examples where supranational external
resource providers such as the IMF and the World Bank, put pressure for the
implementation of specific reforms (Carpenter and Feroz, 2001; Sahlin-Andersson,
2001; Mimba et al., 2007; Timoshekno and Adhikari, 2009). Such cases are mostly
evident in developing countries with supranational organizations trying to spread the
Anglo-American experiences to the globe (Pina and Torres, 2003). The general
conclusion drawn from several relevant studies though is that supranational
organizations impose accounting and financial management reforms mainly in order
to assure their own legitimization, rather than to resolve the actual needs of the states
(Rahaman and Lawrence, 2001; Uddin and Hopper, 2001; Uddin and Hopper, 2003;
Neu et al., 2009; Rahaman et al., 2007; Uddin et al., 2011), while characterizations
such as “imperialistic institutions” and ‘“neo-colonization” are not lacking from the
relevant literature, especially regarding developing countries (Annisette, 2004; Mir

and Rahaman, 2005; Rahaman and Lawrence, 2001).

As it will be shown later, on the “Results” section of this research, the Troika acting

as external resource provider had a significant role to play in the Greek reform

process. Their presence in each of the examined reforms is intensively evident; the ,

[
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efficiency though of their interference to decisions made, is questionable. This fact
provides another very interesting insight in the attempt to evaluate Greek central
government’s financial management reforms, as in several cases Greek administrative

culture would come in contrast to external resource providers requirements.
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5. Research development

The research is developed in two parallel albeit complementary levels. Its first strand
of research deals with the introduction and subsequent abandonment of program
budgeting. More specifically, it tries to shed light to the reasons behind the failure of
the budgeting reform, rising issues such as response to institutional pressures deriving
from the debt crisis, proper institutionalization of the change, diffusion of the new
philosophy, resistance to change on behalf of public executives and ministries, and
readiness to change. The second examines the process and evaluates the outcome of
the accounting standards reform. As part of the process examination, the incentives of
the developers of the accounting standards and the rationale of their choices during
the development of the new standards are studied. Moreover, the analysis tries to
evaluate whether the desired outcomes of the accounting standards reform have been
achieved. For this reason, a web-based instrument to assess the quality and decision-
usefulness of financial reporting in the central government level has been developed
and applied. The methodology treats users as the best judges of these attributes, since
as mentioned by Christiaens (2003), the opinion of governmental accounting users,
plays a key role in the process of accounting change. Finally, the study concludes
with an assessment of the decision-making process during the development of this
new set of modified cash-based accounting standards, raising issues regarding the role
and incentives of the various different involved —to the reform- actors (politicians, the
public, external resource providers — i.e. the Troika, bureaucrats and external

management consultants).

The research questions raised in each of the three parts of the thesis are analyzed
through interviews, the use of archival data and a questionnaire. The use of
qualitative methods (i.e. interviews and archival data) is the most commonly applied
research method in public sector accounting research. Studies of contemporary public
sector accounting research methods (van Helden, 2003; Goddard, 2010) classify the
use of interviews along with the study of archival data, as the most frequently used
methodological approaches. These studies are based on the analysis of the research
methods adapted by articles published in the most quoted international journals

publishing public sector accounting research (e.g. Financial Accountability &
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Management; Accounting, Organizations & Society; Journal of Accounting & Public
Policy). In general, these means of research play a main role in governmental
accounting research (van Helden, 2003), since they are perceived as being able to
provide “richness and in-depth examination” to each case (Mellett and Ryan, 2008; p.
218). Thus, they help to understand why and how the under examination changes are
evolving (Carmona, 2012). At the same time, the use of a questionnaire survey
constitutes a very typical quantitative method for data collection in public sector
accounting research, safeguarding both the reliability and validity of the results
(Bisman, 2010; Goddard, 2010). Thus, these surveys facilitate the understanding of

what is taking place and to generalize the results (Carmona, 2012).

The dissertation surveys two distinct cases of reform and is divided into three
parts:
e The first part examines the process and the outcome of the budgeting reform

towards the introduction of program budgeting.

This part explores through the examination of the relevant archival data enriched with
the outcome of interviews and informal discussion with politicians, the framework of
the introduction of program budgeting in Greece. More specifically, the analysis
concentrates on the reasons that led to the adoption of program budgeting, the
difficulties faced during the pilot stage of its implementation, the reasons that led to
the abandonment of the system, and the potential benefits that could have been gained
if the system was operational during the financial crisis. As previously explained,
program budgeting is a budgeting system that facilitates the linkage of resources with
expenditures, and at the same time measures the outcome based on the use of relevant
performance indicators. The analysis is conducted through the lens of neo-
institutional theory and organizational change theory. Further insights from the

resource dependency model provide explanatory dimensions to the case.

e The second part analyses the outcome of the financial reporting reform under

the modified cash basis of accounting.
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This part evaluates the quality and decision usefulness of the provided information
deriving from the new financial reporting standards. The modified cash basis is not a
formal accounting system and thus it can be operationalized according to the specific
needs of a country. It recognizes payables and receivables, and thus provides
additional key information compared to cash accounting, useful for fiscal
management. The developed methodology builds on the characteristics the
accounting information produced by central government should posses according to
theory and accounting standard setting bodies’ frameworks (i.e. GASB, CICA, AARF
and IPSASB). For the quality evaluation dimension, the model draws from
methodologies developed for the private sector by Jonas and Blanchet (2000) and
McDaniel et al. (2002) taking into consideration the specific particularities of the
central government. The decision-usefulness dimension of the provided information
is evaluated on the basis of Larcker and Lessig (1980) methodology that has been
already used in studies referring to local governments (Gaffney, 1986; Daniels and
Daniels, 1992). The instrument is applied on the financial statements produced by the
Greek government for the years 2010 (cash basis) and 2011 (modified cash basis) in
order to evaluate the outcome of the transition. The views of users are gathered
through an advanced web-based questionnaire that made possible the review of
significant accounting information with a flexible and user-friendly way. The
questionnaire has been administrated to the main users’ categories as recognized by
public sector accounting standards setting bodies: citizens, investors and creditors,

public managers and governing bodies.

e The third part examines the process of the financial reporting reform and the

development of the new accounting standards.

As the success of accounting reforms relays heavily on the role and incentives of the
involved actors (Niskanen, 1971; Giroux, 1989) the theoretical lens of public choice
theory are applied. The theoretical framework aims to provide guidelines useful to
unravel the incentives of bureaucrats, external consultants, voters, political leaders
and external resource providers that have played a role in the reform process.
Decision-making in the public sector is characterized by limited economic rationality,
which often drives public sector entities towards acting as “organized anarchies”

(Cooper et al., 1981). The “garbage can” model provides insights that facilitate the
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understanding of the choices made while deciding on the set of governments
accounting standards. This theoretical framework is informed by the outcome of
interviews and informal discussions with members of the commission that developed
the new set of accounting standards, as well as by relevant archival data (e.g. IMF and

OECD reports, Greek Ministry of Finance reports.).

In the following sections (Sections 6, 7 and 8) each of the above parts is presented
separately in the following format: research questions development, theoretical
framework, methodological approach and results. While this general template is
followed in all three sections, it is slightly modified to account for the specific content

and presentation needs of each part.

Athens University of Economics and Business, Dept. of Business Administration




PhD Thesis

Part I:
The reform of the budgeting

system
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6. The reform of the budgeting system

6.1 Research question development

Performance evaluation in every level of the public sector is widely perceived as
being the cornerstone of the public management reforms (Kong, 2005). The access to
performance information enhances users’ decision-making and promotes public
sector’s accountability (IPSASB, 2011a). In other words, the appropriate use and
availability of performance information could contribute to the quality of a
democratic polity (Pollitt, 2006). Program budgeting constitutes a very important
mechanism towards this direction. Its performance orientation introduces new
concepts in the rather bureaucratic public sector, such as the application of
performance indicators and the measurement of outcomes (Williams, 2004; Gilmour
and Lewis, 2006). Other highly appraised advantages of applying program budgeting
include the rational allocation of public funds, the reduction of public expenditures
and the increase of transparency and accountability (Kong, 2005; Curristine et al.,
2007; Amborski, 2011). Nevertheless, in practice, there is a variety of reasons why
applying performance budgeting has been disappointing. Such reasons include -but
are not limited to- technical complexities during implementation (Robinson and
Brumby, 2005), the fact that decision making in the public sector is not always
characterized by rationality (ter Bogt, 2004) and that changes in the deep routed
governmental routines, which involve powerful players and heavy political interests,
are likely to fail (Pollitt, 1999). In total, Schick (2007) concludes that performance
budgeting is one of the most prominent reforms on budgeting that has not yet

achieved the progress the reformers would aspire.

Within this realm and by following recommendations made by the International
Monetary Fund (IMF) in 2005, concerning the modernization of the budget
management, the Greek government decided to proceed in applying program
budgeting. This strong will was clearly stated in the 2006 state budget report, and
since then the Greek government started to pave the way in order to publish the first

official program budget incorporating the activities of the whole government by 2012.
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During the years 2008, 2009 and 2010 pilot program budgets were prepared and
published along with the traditional state budgets with the intense involvement of
ministries. Suddenly, after a five-year preparation period, the plan to introduce
program budgeting by 2012 was not only abandoned but also disappeared from

official budgeting documents.

Being a very important issue, the adoption of performance-oriented budgeting in
terms of information quality, decision-making and accountability in the public sector,
many questions arise regarding the reasons that led to this change in plans. In a very
crucial period for the Greek economyz, where budget-cutting is more than ever a
necessity for public funds saving, a tool for budget management such as the program
budgeting would appear to be ideal for the rationalization of the Greek state budget.
To avoid horizontal or unjustified budget cuttings, the utilization of performance
information emanating from program budgeting application could potentially offer a
solution; the state would be able to achieve better fund re-allocations as well as

improvements of specific operations’ performance.
ts of f t ’ f

Therefore the first part of the doctoral research tries to answer the following research

question:

RQ1: Which were the reasons that led to the change of the initial goals on the
budgeting reform and resulted to the abandoning of the program budgeting’s

implementation?

While Schick (2007, p.121) characterizes performance budgeting as “a case of
repeated failure”, Robinson and Brumby (2005) argue that due to the limited scope
and methodology of the relevant empirical studies it is difficult to safely conclude on
the efficacy of the system. This study, therefore, contributes to this research agenda.
The study adds to the debate on the implications of performance budgeting by

examining a case where program budgeting was gradually introduced in the central

* As previously discussed the deterioration of the Greek economy’s condition from 2009 onwards
resulted in Greece entering into the financial support mechanism of the European Commission (EC)
and the IMF in 2010 (Law 3845/2010). The impact of this condition is discussed in more detail in the
Results Section.
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government, was highly appraised in its third year of pilot application, and was
suddenly abandoned in the year that followed. Moreover, it is a case where a reform
that lies within best practices is abandoned at the time that it is mostly needed; during
the period of a deep financial crisis. By analyzing the program budgeting chronicle,
evidence on a change of directions due to subsequent institutional pressures and on
the impact of this conflict on governmental decision-making is found. Furthermore,
indications of resistance to change as well as of an ill diffusion of the new philosophy

are identified.

6.2 Theoretical framework

In order to follow the chronicle of the introduction of program budgeting in Greece, a
theoretical framework is wused that incorporates neo-institutional theory,

organizational change theory and the resource dependency model.

According to neo-institutional theory, organizations respond to pressures deriving
from their institutional environments. Therefore, their choices regarding the adoption
of procedures or structures will be driven from what is socially accepted as being the
appropriate way to act (DiMaggio and Powell, 1983; Meyer and Rowan, 1977). These
actions are performed regardless of whether the organization will increase its
efficiency by adopting these changes or not. What matters most is the compliance of
the organization with its institutional environment in terms of legitimacy (DiMaggio
and Powell, 1983; Carpenter and Feroz, 2001). These institutional pressures may be
exercised by external organizations as well as other bodies such as professional
organizations or the public opinion (Jarvinen, 2006). Therefore, according to the neo-
institutional theory, governmental decision-making is highly vulnerable to
institutional pressures deriving from external organizations and the public opinion
with which governments will have to comply in order to “survive”. As a result, as
Buckho (1994) noted, institutional pressures could act as a powerful force leading to

organizational change.

From another standpoint, that of the resource dependency model, a government is

constrained by those it depends on for resources (Mizuchi and Fein, 1999). As noted
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by Carpenter and Feroz (2001), elected officials try to ensure that the government has
continuous flows of financial resources particularly during fiscal stress periods.
Therefore, governmental decision-making is heavily influenced by such pressures.
This phenomenon is also known as coercive isomorphism. As stated by Carpenter and
Feroz (2001; p. 573), “Resource dependency results in coercive isomorphic pressures
for change which can be a dominant factor in influencing a government’s choice of

accounting practices”.

Change in the public sector is an interesting subject per se. Organizational change
theory provides interesting insights on how a change can be successfully introduced in
the public sector. More specifically, the success in the introduction and
implementation of a new system (e.g. an accounting system) is subject to various
factors. To begin with, the importance in such cases lies in the degree of succeeding
in institutionalizing the new system (Kong, 2005; Fernandez and Rainey, 2006).
Otherwise resistance to change or unwillingness to cooperate might arise among those
participating in the change. As stated by Trader-Leigh (2002; p.140) “It is critical to
understand how [public sector] stakeholders are affected and understand the often
hidden dynamics and cost of change”. According to Kong (2005) leadership plays the
most significant role for the adoption of a reform in the public sector, by providing a
clear vision of the change and the new system as well as detailed directives. As stated
by Fernandez and Rainey (2006), there is evidence of the critical role of public
managers in implementing organisational changes, as they should be the ones to
effectively communicate to the involved parties the need for change. Therefore,
public sector executive actions should be aligned with a “managerial” dimension in
the public sector overcoming its bureaucratic nature. In order to succeed in their role,
public managers need to create a clear and inspiring vision and provide a clear
strategy. An ill diffusion of the new philosophy to all parties involved in the
implementation of the project including improper training and inadequate
communication, constitute factors which would eventually impair the level of change

Success.

However, as Pollitt (2001; 2003) remarks, a public management reform which
succeeds in one country might not work at all in another, depending on various

assumptions (cultural, legal or organizational). Even if applied with “exemplary /,
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energy”’, some reforms “just do not work™ (Pollitt, 2001; p. 476). Eventually, the
results of major public sector reforms cannot be clearly seen for at least three years
after their adoption (Pollitt, 2001), and at each step of the reform process, the project
might fail or be modified or collide with other priorities. It might even quietly fade

into oblivion (Pollitt and Bouckaert, 2004).

6.3 Methodological approach

In order to answer the first research question the study uses the methods of interviews
and archival data analysis. The archival data refer to the state budget reports, the pilot
program budgets and from relevant reports produced by the E.C., the IMF and the
OECD. The interviews were conducted with four public executives. Also, non-formal
open discussions with three politicians took place. As it is explained in more detail in
the “Limitations” section, the attempts to approach also members of Troika’s task
force and of the OECD were unsuccessful. The informal discussions were conducted
with three high-level politicians that have played or still play key roles in the Greek
political scene. Two of them were members of governments during the examined
period, while the third was a member of the opposition. The interviews were semi-
structured and each one of them lasted between 25 to 35 minutes. The four public
executives were directly involved from different posts in the development and
preparation of the program budgets and the choice of performance indicators. More
specifically, two of them held top positions, namely the first as Director of the “Unit
A for Ordinary Budget Expenditure” and the other as Former Supervisor of the
“Government Budget Report Unit”, both executives of the General Accounting Office
(GAO), in the Ministry of Finance, who were in charge of the design and monitoring
of the process. The other two were executives involved during the implementation of
the project. On the basis of these interviews an overall view of the situation and the
conditions that prevailed during the reform process that cannot derive from written
documents, was gained. Also, the informal discussions with politicians provided
valuable input regarding their personal experiences that widened the study’s view on

behind-the-scenes history of the reform.
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6.4 Results

6.4.1 Institutional pressures leading to the adoption of program

budgeting

Following IMF’s recommendations published in 2005 in the report entitled “Greece:
A Strategy for Modernizing Budget Management” (IMF, 2005a; as cited in Ministry
of Finance, 2009), the Greek government started to work on the idea of proceeding to
radical changes in the state budget philosophy, that would be accomplished by
adopting program budgeting. As stated by the Ministry of Finance (2009a; p.3) this
IMF report “was the basis for decision making”. At that time IMF recognized two
important weaknesses in the traditional Greek budgeting system that resulted in a lack
of clarity: the absence of a program structure and the lack of multi-year perspective.
Therefore, as IMF recommended “operations will require a fundamental reorientation
of budget management. In this respect the importance of introducing a program

structure is emphasized” (IMF, 2005b; p.9).

One year later, IMF continued to suggest that the Greek central government should
“Inject a policy perspective into the budget by introducing a program structure that
clearly identifies the government’s objectives, encouraging an evaluation of the
efficiency and effectiveness of government activities” (IMF, 2006; p.1). OECD’s
review (OECD, 2008a) on “Budgeting in Greece”, that was carried out at the request
of the Greek authorities, was in the same realm. The review concluded that the budget
system in place was “too focused on input details, which effectively hinders the use of
the budget as a strategic political steering document”. Therefore “The first priority
should be given to introducing a program budget” (OECD, 2008a; p. 26). In another
part of the report (OECD, 2008a; p.5) it is further recommended “the program budget

reform [to] be implemented as quickly as possible”.
In order to better understand the Greek state budget’s functionality prior to the
decision to adopt program budgeting, the outcomes of the European Commission’s

report on “Public Finances in European Monetary Union” for the year 2007 are /
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provided. In this report Greece receives the lowest scores in terms of budget
transparency, budget quality and budget procedures, while, at the same time, it
receives the first place in terms of centralization during the budget execution
compared to all other European Monetary Union (EMU) countries. In the report it is
clearly stated that “Greece lacks a well-developed system for reporting multi-annual
effects of new policy measures”, that “the economic assumptions underpinning the
budget are not publicly available” and that “the central budget authority can withhold
funds during budget execution” (E.C., 2007; p.132).

Besides these two external sources of stimulus for adopting a modern budgeting
structure, the Greek Ministry of Finance claimed that the change complied also with
the citizens’ requirements for more effective and transparent management of the state
resources (Ministry of Finance, 2008a, p. 2). More specifically, the Ministry of
Finance indicated that “The detection of several major weaknesses as well as the
requirement of citizens for transparency and efficiency in public resources
management [...] led to the decision of adopting the new form of program
budgeting”. While the views of IMF, OECD and EU are based on written documents,
the view that constituencies ask for better information in relation to public financials,
at least in the form of program budgeting, is not encountered in any document and did
not follow the execution of any public consultation procedure. Additionally the
conclusions of several international studies (e.g. Rutherford, 1992; Mayston, 1992;
Jones, 1992) agree on a lack of interest on behalf of the public, for public sector
financial reports. As stated by Jones (1992; p. 262) “The publication of financial

statements is not in the public interest because the public has no interest”.

Neo-institutional theory could be useful in analyzing Greek government’s decision to
reform the traditional budgeting scheme. Neo-institutional theory would suggest that
the decision to change the state budget system is a result of specific well defined
institutional pressures deriving from external parties (i.e. IMF, OECD, E.U. and even
citizens) for reasons of legitimacy. However, the role of the citizens’ demands
appears to be more rhetoric than real. The politicians were also critical concerning the
role of citizens in the specific change. During the discussions with politicians the view

that society has been keeping a distance from the parliament activities and more
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particularly from the budgeting procedure was expressed. Moreover the fact that

citizens were not even aware of the whole reform process was emphasized.

The reasons that led to the decision to adopt program-based budgeting could be

depicted in the following figure (Figure 9).

Figure 9: Institutional pressures leading to the decision to adopt program budgeting
by 2006
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6.4.2 Program budgeting operationalization

In 2005, when the idea was firstly conceived, the Greek state budget consisted (and it
still consists) of two parts (i) the ordinary budget, which is an expenditure-oriented
budget and (ii) the public investment budget, which has a program-oriented structure,
but without the qualitative characteristics of program budgeting. According to the
Ministry of Finance (Ministry of Finance, 2008b, p. 2) the major weaknesses of the
budgeting system in place were firstly, the absence of the explicit description of the
policies and actions financed and the institutions that materialise them, secondly, the

lack of efficient evaluation of the implemented policies’ results and of matching
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between the inputs and the outputs and outcomes, and thirdly the involvement of more
than one ministry/agency in certain government policies which led to overlaps, waste

of resources and low effectiveness.

The public executives agreed that the decision to adopt the new approach derived
from the ineffectiveness of the traditional expenditure-oriented budget and the need to
move forward to a more informative and functional system. The politicians
highlighted the ineffectiveness of the traditional system by mentioning the flexibility
of ministers to change the budget lines on their own will, after the budget has been

voted.

In order to abide by the shortcoming of the existing budgeting system the advisory
help of OECD was asked and OECD actively responded to this call. During 2006 two
new units were established in the GAO in order to deal with the requirements of the
reforms and in 2007 they started to operate. Especially the “Government Budget
Report Unit” was commissioned with the evolvement of the project. According to
IMF, “Given the urgent need for fiscal consolidation in Greece, program budgeting
with performance measurement and analysis should be initiated in the GAO where it
could play an important role in supporting allocative decision-making and reducing
inefficiencies” (IMF, 2006; p. 44). The Introductory Report of the 2008 state budget
displays the clear will of the state to introduce program budgeting to the central
government by 2012, and to the agencies of the central government between the years
2012 and 2015. Indeed, during the years 2008, 2009 and 2010, pilot program budgets
were developed and published along with the official (traditional) budget.

The structure of the program budgeting is as follows: The overall budget is analysed
into functions, each function into programs and each program is further split into
actions. Each Function represents a Governmental policy, each Program a total of
actions which serve the purpose of the specific policy, while each Action constitutes
the last level of specification. For example 2008 program budget’s Function 05
“Culture-Religion-Sports” contains several programs among which Program 05.01
“Ancient times-Byzantine-Cultural inheritance” which is further analyzed into

actions, such as Action 05.01.01 “Archaeological and historical museums”. The pilot

program budget for the year 2008 was highly experimental and contained 12 /,
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Functions and 73 Programs. The program budget of 2009 contained 12 Functions, 80
Programs and 710 Actions, while for the year 2010 the relative program budget
consisted of 13 Functions, 92 Programs and 605 Actions, splitting in two a Function

of the previous year.

Regarding the pilot program budgets and the choice of performance indicators, from
the interviews with the public executives it was indicated that the pilot programs were
a process under constant development and revision in order to cover the needs that
occurred in the meantime. The choice of performance indicators was influenced by
“the international experience”, although adjusted to the Greek public sector
particularities in cooperation with the OECD. However, in certain cases these
indicators were perceived as a panacea and not as a useful managerial tool even if
they were difficult to measure and out of scope. To one of the middle-level
executives’ words:

“There were many cases where the developed indicators were either difficult

to measure or out of the scope.”

While the Director expressed the opinion that:
“Performance indicators help but there is always the risk of perceiving them
as a panacea, due to the particularities of the public sector. We always have to

keep in mind that they are a tool and not an end in themselves”.

It is interesting to note that although OECD’s review in 2008 characterizes the 2008’s
pilot program budget as “An excellent first step that will clearly be a great help in
making the budget a more modern strategic policy document” (OECD, 2008a; p. 5), a
subsequent review in 2011 criticizes the reform process as being far from complete
and finds it unclear to what extent and how the existing budgetary procedures and
practices will be transformed. The review pinpoints also that “There has been
practically no use of output information and performance information in the budget
process” (OECD, 2011; p. 88) and that “Most measures reported in the 2010 budget
are programme outputs, not outcomes” (OECD, 2011; p. 90), making thus the budget

very detailed and still input oriented.
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Despite these reservations, the results from the implementation of the pilot program
budgets for the years 2008, 2009 and 2010 were highly appraised by the Greek
Ministry of Finance (Ministry of Finance, 2010). More specifically, according to the
Ministry of Finance the pilot program budgets assisted in several fronts. Firstly,
important policies and activities financed by the State were brought into focus.
Secondly, through the recognition of agencies’ important activities transparency has
been achieved. Thirdly, by presenting all the activities developed for the
implementation of agency’s mission, improved programming of resources has been
accomplished. Fourthly, full documentation of the activities that the agencies perform
through the legal entities they supervise was sought. Finally, cases where legal entities
receive funding from multiple sources/ supervising agents resulting in absence of
central coordination were identified and the organizational weaknesses of the agencies

were detected.

However, as derived from the interviews with the public executives, the change to the
new system was ill institutionalized. Despite the training through a number of
seminars, information days and workshops, held in cooperation with OECD
representatives, in many cases the involved personnel did not completely comprehend
what was to be done and furthermore resistance to change was more than evident. To
their personal experiences the diffusion of the new idea was facing difficulties and
moreover not everyone embraced the change. In the Director’s personal experience:
“Those supporting this change were a minority, and it is possible that certain

political leaders did not adequately support the change”.

This particularly sensitive issue was also implied by the politicians. To their views
certain ministers were opposing to the change since they preferred to safeguard
flexibility that was restricted when acting under specific programs. Further difficulties
during the development of the pilot programs were recognised in the lack of both

technical knowledge and know-how regarding the new system.

The executives referred to difficulties in persuading institutions and ministries on the
necessity of the new system. Moreover, the lack in creating a culture for the change at
the beginning of the project was highlighted. However, this was progressively shaped

in the process. The two middle-level executives reported that they experienced
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pressures in performing their work on the project, while at the same time, they did not
get all the information they would like to have. A middle-level executive adds that:

“My supervisor just told me what to do, but I did not have an overall picture.

I gained an understanding after a while, but I believe that other employees did

not. Those in charge did not achieve to create a culture that would help the

involved personnel to understand the philosophy of the change”.

The origins of the experienced staff resistance can be traced on the cultivated culture
within which the Greek central government is used to operate. The OECD report of
2011 pinpoints the existence of very little coordination and cooperation between and
within ministries and the absence of collective commitment to an agenda. The report
concludes with the remark that the administration operates in silos, “a striking recent
example of which is programme budgeting, which was developed without any link to

performance management.” (OECD, 2011; p.17).

This ineffectiveness in managing the introduction of a new system goes way beyond
the case of program budgeting. Many reform attempts have achieved limited success
or even none at all with lack of strategic vision and resistance to change being the
cornerstones of these failures (Phillipidou er al, 2004; Zampetakis and Moustakis,
2007). In general, the Greek government human resources management has been
criticized for lack of strategic vision, absence of workforce planning, short-term focus
on reforms and absence of linkages with other areas of public management. The staff
is described as “fairly old and rapidly ageing”, indicating thus difficulties of the
personnel in embracing changes. Management appears also to block the mobility of
younger people inside the Greek public sector (OECD, 2011). In general as implied
by OECD the internal resistance to reforms is not only a result of rent-seeking

bureaucratic behaviors but goes beyond that’.

Regarding program budgeting, OECD describes the staff of the Greek ministries as
being relatively weak and the budget staff as having little experience in program
review and evaluation. In order for the program budgeting to be implemented, “all

budget personnel will be required to acquire new skills focused on the substance of

3 Philippidou et al. (2004) provide an extensive literature review on cases of resistance to change in the
Greek public sector.
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budget formulation and management” (OECD, 2011; p.93). After all, as Schick
(2004) mentions, a reason of failure in implementing program budgeting is that
budget offices are not prepared to change their own behaviour. Eventually, one of the
major challenges performance budgeting initiative was facing was, according to
OECD (2011, p.93) “the capacity of ministries to accept responsibility and

accountability for their budgets”.

The major difficulties recognised lie in the field of diffusing the new philosophy and
the imperative need for change to all people involved in the implementation of the
project; from politicians to public managers and personnel. Subsequently, several
aspects that according to the organizational change theory would result in a low level
of success in the implementation of the change are evident in the Greek case.
Eventually, even if the plan had not been abandoned, it is likely that the change would

not have been a very successful one.

The difficulties and other issues that hampered the operationalization of the

development of the new budgeting system are presented in Figure 10 below.

Figure 10: Institutionalization of the change between 2006 and 2010
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6.4.3 Reasons behind the decision to abandon the project

Despite the extensive preparation phase, notwithstanding the practical problems, and
without any prior warning, the plan to introduce program budgeting was suddenly
abandoned. Although the 2011 Budget was not accompanied by a program budget, in
its introductory report the program budgeting full scale implementation date was
postponed for 2013 (instead of 2012) and reference to initiatives towards introducing
multi-year program budgeting were recognized. It is further interesting the fact that
although the last pilot program budget was produced in 2010, an OECD report
published in 2011, keeps recommending the central government to “Continue to
strengthen the reforms to install programme and performance linked budgeting”
(OECD, 2011; p. 18). Eventually, in the Budget report of 2012, one year later, even

the terms “program budgeting” or “performance budgeting” were absent.

However, the sudden disappearance of program budgeting is not independent from the
financial conditions prevailing in Greece at this period. Since autumn 2009, the Greek
budgetary information has started being scrutinized by Eurostat after four successive
upwards revisions of the expected deficit to GDP ratio for 2009. After a period of
high uncertainty about the capability of Greece to deal on its own with a profound
financial crisis during which the public debt reached 127.1% of the GDP and a deficit
around 15% of GDP, Greece signed a memorandum with European Commission,
European Central Bank and IMF (forming what is known as the ‘Troika’). The
memorandum provided for a significant financial aid of 110 billion euros to Greece. A
second memorandum followed, increasing the financial aid to 230 billion euros. In
return Greek government had undertaken to proceed with significant public

administration reforms and public sector budget cuts (ILO, 2011).

An IMF report published in 2010 sheds some light in the case. According to the report
(IMF, 2010) during this period it was important for the central government to
reprioritize some of the reforms that were taking place. Those reforms included also
the efforts made to set up an advanced system of program budgeting. The whole

procedure was characterized as being “too far-reaching for Greece at this moment”

(IMF, 2010; p.14). Instead, as the report suggests, it would be more important for the /
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government to focus on the most urgent challenges, such as the strengthening of fiscal
monitoring and the improvement of commitment controls. From the discussions with
the politicians the view that the Troika requested the cease of the project was offered,
implying that this could not have been a decision taken by the Greek government
alone. To their views the origins of the abandonment decision can be found in the
outbreak of the financial crisis in Greece in 2009. The Director comments that:
“The economic developments and financial crisis got ahead of us. Inside the
crisis we had to review the function of the public sector and find out how to
overcome the crisis in cooperation with the foreign organizations. Under this
framework the application of performance budgeting was considered as being

a luxury”.

While, the Former Supervisor agreed that:
“At that time, it was more important to face other priorities. Nevertheless, the
project should have still been running, since we will have to do it some time in

the future, and then we will have to start all over again.”

Under these circumstances the Director believes that:
“There was no possibility to run the new project and at the same time to face
the new challenges deriving from the crisis and the responsibilities against the
external organizations. It would have been useful if we had managed to
complete the project prior to the crisis, as it could offer valuable information
and could help us gain a clearer view of the resources, how we allocate them
and what their outcomes are which consequently enhances political decision-
making. A chance was lost to achieve performance measurement and to finally
evaluate the outcomes of the undertaken actions. Unfortunately the crisis got
ahead of us, without us having made the necessary steps in order to be ready

to apply performance budgeting as one of the means to face it (the crisis)”.

Under this framework the application of performance budgeting was considered as
being a luxury. IMF’s view is in accordance with scholars that support that the
introduction of a “best practice” such as performance budgeting to a country with a
weak budgeting system could hinder several risks and might not always lead to the

desired outcomes (Andrews, 2006; Schick, 1998). The advocates of this approach ask
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for the establishment of financial management basics (e.g. line-item controls,
effective cash accounting and controls, reliable financial reporting and compliance
audits) prior to the performance-based reforms (Andrews, 2006). However, from
another point of view the introduction of performance-oriented budgeting systems
comes mainly as a response to a financial crisis, to pressures towards reducing public

expenditure and after government changes (OECD, 2008b).

The basic notion gained from the interviews is that program budgeting would have
been useful if the project had been completed prior to the outbreak of the crisis, as it
could offer valuable information on resources and outcomes. Unfortunately the crisis
broke out at a time when the Greek government was not prepared to apply
performance budgeting as a shield to face it. As all executives agreed, the application
of program budgeting would probably offer significant help to decision makers; a
better overall picture of the state budget would provide useful information for rational
budget-cutting. Nevertheless, the politicians considered that program budgeting would
not have solved the problem, since the benefits of its application would not have been
direct. In this sense, they share the opinion that the excessive budget deficit could
have been limited, but the crisis not avoided. Although there is no formal information
about such a future action, hopes were expressed that sooner or later the project would
start again. However, the politicians raised concerns about the results, unless
significant changes in institutional and cultural terms occurred first. They kept on
highlighting the technical differences between the two systems and characterized the

application of program-based budgets in Greece as a very ambitious act.

As deducted from the interviews, the informal discussions and the IMF report the
project’s cease lies in the re-prioritization of actions that emerged from the financial
crisis. Schick (2004) comments that at periods of financial crisis governments have to
make hard choices and to scale back commitments. Due to the turmoil in the financial
environment, even the external organizations that recommended the change fell back.
This attitude could be analysed through the lens of neo-institutional theory. Greek
government had again to conform to institutional pressures, albeit of different nature
compared to the pressures to adopt program budgeting, in order to achieve external
legitimacy, increasing thus its chance to “survive” (Jarvinen, 2006; Carpenter and

Feroz, 2001). More importantly, due to the timing, Greek government had to abide by /,
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the new pressures deriving from external organizations that from 2009 onwards acted
as resource providers to the Greek state (E.C. and IMF). In this case, the resource
dependency model would suggest that these organizations have the power to “drive”
the Greek government towards specific decisions. Therefore, it is evident that a
decision opposite to their former recommendations could not have been taken by the

Greek government alone; external partners’ consensus was probably a prerequisite.

Figure 11: Pressure to abandon the reform

Resource providers {
(IMF, EU) i

Institutional
pressures

Central Government
abandons plan

The figure in the page that follows (Figure 12) depicts an overall view of the
evolution of the program budgeting reform from its conception (year 2005) to its

abandoning (year 2011).
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Figure 12: The chronicle of the program budgeting introduction and abandonment by
the Greek central government
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(An assessment of the reform’s

outcome)
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7. The reform of the financial reporting system

7.1 Research questions development

During the last decades NPFM serves the quest of making public sector more efficient
and effective through the use of financial management techniques. In this realm,
central governments internationally try to modernize their accounting systems
(Lapsley et al., 2009). These accounting reforms respond to the requests for
accountability, transparency and decision-usefulness of the information provided by
the public sector raised by numerous users (Kober et al., 2010). The calls for
improvement in the quality and usefulness of accounting data have been intensified
thanks to the recent financial crisis. The individual reforms in governmental
accounting systems might eventually succeed or fail, but the reform processes remain
an ongoing phenomenon (van der Hoek, 2005) in the quest of modernizing public

sector.

While the level of success in implementing accounting reforms in the public sector
undoubtedly varies, the achievement of the objectives of governmental financial
reporting could be used as benchmark for assessment purposes. The conceptual
frameworks developed by the four most quoted accounting standard setting-bodies
(i.e. the GASB in the United States, the Canadian CICA, the Australian AARF and
the IPSASB) largely coincide on the objectives of financial reporting; they
unanimously agree on the need of financial statements providing useful information to

users.

The usefulness of accounting information is, however, subject to the accounting basis
on which it is reported since the latter appears to affect decision making (Bergmann,
2012). After analyzing evidence from various countries Pollitt and Bouckaert (2004,
p- 71) concluded that a pattern emerges in the use of accounting bases: while in the
beginning there is a traditional cash- based accounting system, at the end there is a

move to full accrual accounts. On the way to full accrual, two modified accounting
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bases constitute interim steps to the transition; the modified cash basis and the

modified accrual basis of accounting.

Nevertheless, there is an ongoing debate as to whether accrual accounting is indeed
the solution to the public sector accounting riddle (Carlin, 2005). On one hand, there
are several supranational agencies such as the International Monetary Fund (IMF),
World Bank and Organization of Economics Cooperation and Development (OECD)
recommending a move to accrual (Paulsson, 2006; Ellwood and Newberry, 2007). On
the other, there are many who support the opposite view; that the application of
accrual accounting by governments that are not ready, in terms of culture and
technical ability, to understand its implications could lead to the exact opposite results

(Hepworth, 2003; Wynne, 2007).

Thus, Greek central government by following the international trend and at the same
time by reacting to the turbulent financial environment where the demand for high
quality and useful governmental financial information is pressing proceeded in
reforming its financial reporting systems. In 2011 the modified cash basis of
accounting superseded the cash basis, as an interim step before moving to accrual
accounting (Ministry of Finance, 2009). However, the actual value of this transition in
terms of information quality and decision-usefulness, apart from the political rhetoric,

has not yet been evaluated.

As the scope of the change in the accounting basis was to provide information of
higher quality and usefulness to users, the present study aims at assessing whether this
goal has been achieved in practice. The main research questions that arise are the

following:

RQ2: Has the quality of the accounting information provided by the Greek
governmental financial statements improved due to the change of the

accounting basis from cash to modified cash?

RQ3: Has the perceived usefulness of the accounting information provided by
the Greek governmental financial statements increased due to the change of

the accounting basis from cash to modified cash?
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RQ4: Do different user groups perceive in a different manner the qualitative
characteristics and decision-usefulness of the information provided by the

governmental financial statements?

In order to answer the above set of questions a survey instrument, building on
methodologies applied to the private and the public sector has been developed. The
instrument was applied on the Greek central government financial statements for the
years 2010 (i.e. cash based statements, last year of cash basis application) and 2011
(i.e. the first year of modified cash basis application). The instrument aimed at the

measurement of accounting information quality and decision-usefulness.

7.2 Methodological approach

In this part of the dissertation an evaluation of the outcome of this transition is
performed by assessing the perceived usefulness and quality of accounting
information provided by the cash basis of accounting on the one hand and the
modified cash basis of accounting on the other. The evaluation is conducted within
the wider debate regarding the actual benefits/costs of the transition from cash

accounting to an accounting paradigm that lies closer to accrual accounting.

The assessment of the perceived usefulness and quality of accounting information of
governmental financial statements is performed through a methodological approach
that treats users as the best judges of these attributes. As mentioned by Christiaens
(2003), the opinion of governmental accounting users plays a key role in the process
of accounting change. The methodology is applied through a web-based questionnaire
on the financial statements of the Greek central government for the years 2010 (cash
basis) and 2011 (modified cash basis), which is however generic and could therefore
be used for the comparison of any different accounting bases when a central
government proceeds in accounting reforms®. The methodological approach on this

topic is extended - diversifying from the relevant studies on usefulness in the public

* The comparison does not conclude on whether any accounting basis is better than the other. It
concludes on whether the actual implementation of each one of them for the preparation of a state’s
financial statements achieves in a better way the standards set by the government and satisfies the
demands of the users.
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sector (e.g. Brusca Alijarde, 1997; Kober et al., 2010) - by applying an approach that
also touches upon private sector literature. This comes in line with the European
Commission’s (2013) suggestion that governments need to achieve the same high
quality of financial reporting as the private sector firms. On a parallel level, the
differences on the perceptions of different user groups are analyzed, aiming at
providing additional insights on the interrelations between public sector financial
reporting and users’ needs and interests given that the reported evidence so far is
rather vague. Moving a step forward, evidence on differences in perceptions between
experts and non-experts on public sector accounting is also provided. The fact that the
background of users affects the perceived usefulness of accounting information has
significant implications on the format and content of governmental financial
statements, especially when it comes to citizens, that should be taken into

consideration by policy makers.

7.2.1 Assessing quality

Although a plethora of studies addresses the quality of financial reporting in the
private sector, this research area is rather underdeveloped in the public sector. Most of
the private sector studies deal with value relevance focusing on stock market prices
(e.g. Barth et al., 2001; Nichols and Wahlen, 2004) and earnings management (e.g.
Healy and Wahlen, 1999; Van Tendeloo and Vanstraelen, 2005). Other surveys study
financial reporting quality through assessing the emphasis put on fair values (Hirst et
al., 2004), internal control and risk disclosure information (Beretta and Bozzolan,
2004), auditor’s reports (Gaeremynck and Willekens, 2003) or corporate governance
(Cohen et al., 2004). The non-profit orientation of the public sector entities, however,
results in the majority of methodologies applied to the private sector for assessing the
quality of governmental financial statements not being relevant and suitable. Only the
surveys that address the qualitative characteristics of financial reporting based on the
frameworks developed by FASB and IASB could be applicable (e.g. Jonas and
Blanchet, 2000; McDaniel et al., 2002).

The four international standard setting boards for the public sector recognize a set of

qualitative characteristics that should be evident in the financial reporting in order for
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the latter to be useful’ (GASB, 1987; AARF, 1990b; CICA, 2009a; IPSASB, 2013a).
The following table (Table 8) presents an overview of the qualitative characteristics of
the accounting information recognised by the public and private sector standard

setting boards.

Table 8: Qualitative characteristics of accounting information

Public sector Boards Private sector
Boards

GASB | IPSASB AARF CICA CF joint project
Characteristics PSASB PSAB IASB — FASB
Relevance N N N N N
Understandability N N N N N
Comparability V N N N N
Timeliness N N - - N
Consistency N - - - -
Reliability V - N N -
Faithful - v - - v
representation
Verifiability - N - - N

As it is evident from Table 8, with the exception of some limited differences, the
qualitative characteristics for the public sector are almost identical to the ones
identified for the private sector. In most cases the differences may be more a matter of
terminology and less of substance. For example, although IPSAS identify “reliability”
as a qualitative characteristic of accounting information, for reasons of alignment with
the IASB, the conceptual framework uses the term “faithful representation” instead of
“reliability”. Actually, even the joint project of IASB and FASB prefers the term
“faithful representation” instead of “reliability” for reasons of better common
understanding (IASB, 2010). At the same time the meaning of “consistency” is close

to that of “comparability”. Finally, “verifiability” appears as part of reliability/faithful

* It should be noted that these qualitative characteristics are not applicable only for accrual accounting.
They are also recognized as regards to the cash basis. For example, consult the “Cash basis IPSAS”
(IPSASB, 2013b).
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representation as it helps users assuring that information “faithfully represents the
economic and other phenomena that it purports to represent” (IPSASB, 2013a; p.29).
It could be concluded therefore that the four public sector accounting frameworks
broadly agree on the following quality characteristics of financial information:
relevance, understandability, comparability, timeliness and reliability/faithful

representation.

Due to the similarities on the qualitative characteristics of accounting information
recognized in both sectors the study builds on the research done on the private sector
on the quality of financial reporting and adapts it to the public sector. More
specifically, in order to assess the accounting information quality McDaniel et al.’s
(2002) methodology is applied, enriched with insights from the Jonas and Blanchet
(2000) proposed framework for assessing financial reporting quality, both developed
for the private sector. Based on these two methodologies the overall governmental
financial reporting quality in terms of relevance, faithful representation and
understandability of the financial statements is assessed. Apart from the overall
assessment, a more in depth analysis is conducted by assessing the predictive value,
feedback value, faithful representation, understandability, verifiability, neutrality and
completeness of five distinct financial items reported in the financial statements (i.e.

total assets, total debt, receivables and payables, revenues and expenditures).

7.2.2 Assessing perceived usefulness

In order to assess the perceived usefulness of accounting information, the instrument
developed by Larcker and Lessing (1980) is applied. This specific instrument has
already been used in studies referring to public sector and in particular to local
governments (Gaffney, 1986; Daniels and Daniels, 1991). Larcker and Lessing’s
(1980) model aims at measuring two aspects of perceived usefulness, namely
perceived importance and perceived usableness, both in relation to a particular
decision context. Perceived importance refers to “the quality that causes a particular
information set to acquire relevance to the decision maker”, while perceived
usableness refers to “the information quality that allows a decision maker to utilize

the set as an input for problem solving” (Larcker and Lessing, 1980; p. 123). In the
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present study the respondents were called to assess (i.e. to decide on) the financial

condition of the Greek central government based on the information disclosed in the

financial statements.

7.2.3 Assessment tool

The survey instrument has been operationalized in the form of a web-based

questionnaire. The development of the web tool was considered necessary due to the

large number of pages comprising the central government’s financial statements of

each year (i.e 83 pages for 2010 and 64 pages for 2011). The tool aimed at making the

presentation of the information more user-friendly and easily accessible. Figure 6

provides a screenshot of the homepage.

Figure 6: Registration to the web-based questionnaire
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The characteristics of the questionnaire that succeeded in materializing these qualities

could be summarized as follows: (a) there were definitions available for all quality

characteristics found on the questionnaire accessible through a help button (Figure7),

(b) the questionnaire was constantly available to respondents to complete while

browsing through the financial statements as it comprised half of the screen on the

Sotirios Karatzimas




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

web-based tool. For this reason the respondent was given at first only the balance
sheet and income statement of the specific year he/she decided to start with, either

2010 (cash basis) or 2011 (modified cash basis).

Figure 7: Web-questionnaire’s features
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Each item reported in the financial statements has been developed as a hyperlink.
Therefore, by clicking on an item (e.g. Debtors) all the additional information and
notes regarding this specific item (e.g. the accounts comprising the Debtors account
and explanatory notes for each one of them), in whichever page they were placed on
the report, would appear in a pop-up window. In this way the respondent was given
the ability to browse through all the additional information he/she needed to review,

without having to search among countless pages.

Having all the necessary information available the respondent was asked to complete
at his/her convenience and in whatever order fitted best the questions of the survey
instrument. There were questions regarding the qualitative characteristics of specific
financial items (i.e. total assets, total debt, receivables and payables, revenues and

expenditures) and questions regarding the overall level of information quality of the // /
o

balance sheet and the income statement. Finally, the respondent had to assess the /o
)

Athens University of Economics and Business, Dept. of Business Administration 107 \



PhD Thesis

perceived usefulness of the yearly governmental financial statements. The same
procedure had to be repeated twice, one time for each accounting basis. Respondents
were not asked to make comparisons between the information disclosed under the two
accounting bases; on the contrary they had to rate the examined parameters
independently. The following figure (Figure 8) provides a screenshot of the

hyperlinks and questionnaire.

Figure 8: Hyperlinks and areas of assessment
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7.2.4 Questionnaire structure

The questionnaire had three sections. In Section 1 the respondents were asked to rate
seven elements comprising the reporting quality characteristics (i.e. predictive value,
feedback value, verifiability, faithful representation, completeness, neutrality and
understandability) for five (5) distinct financial items found in the balance sheet and
the income statement (i.e. total assets, total debt, receivables and payables, revenues
and expenditures). Comparability and consistency were not included in the

instrument’s questionnaire since the Greek financial statements did not provide
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information for previous periods6. Timeliness has also been excluded since it was
considered to be out of the scope of the Greek governmental financial statements as
the statements are published with considerable delay’. In Section 2 the respondents
were asked to rate the balance sheet and the income statement at an overall level,
therefore to provide feedback on their perceptions regarding overall financial
reporting quality, overall reliability, overall relevance and overall understandability.
Finally, in Section 3 respondents had to rate the usefulness of each year’s financial
statements if they had to express an assessment on the financial condition of the
central government. In all cases, the scale used for the measurements was from 1 to 7,
where 1 indicates the “minimum” level of quality, or “totally disagree” or “none” and
7 the “maximum” level of quality, “totally agree” or “all”, respectively. The web
based tool can be found in the following link:

http://195.251.253.37/Governmental Accounting Evaluation/ and it is in Greek.

7.3 Characteristics of the Greek case

The Greek central government’s decision to move away from the cash basis of
accounting and adopt the modified cash basis of accounting came as a response to
recommendations from IMF and OECD (IMF, 2006; Ministry of Finance, 2009b).
According to literature, the modified cash basis is considered to provide increased
information compared to the cash basis (Hiltebeitel, 1992; Parry, 2010) as well as key
information that is required for fiscal management (Parry, 2010). The Greek Ministry
of Finance identified the necessity of the change on the basis of the weaknesses
evident in the existing cash accounting system. The cash system had several
shortcomings including the lack of information quality mainly due to the non
recording of a wide range of accounting data as assets or liabilities, the difficulties
faced by users when trying to understand the provided information and the lack of
reliable information regarding government’s operations costs (Ministry of Finance,
2009b; p.104). The above limitations advocate that cash accounting is insufficient for

decision-making purposes (Bergmann, 2012).

® Under the modified cash basis comparative information would be presented after the first year of
implementation (i.e. the 2012 statements include comparative information of 2011).

" The modified cash basis financial statements of 2011 were published in October 2012, while the cash-
based statements of 2010 in September 2011.
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Within this context, the first step towards the ultimate goal of accrual accounting
adoption was to improve the existing cash basis system. The Greek government
declared that the objectives of the accounting paradigm change were the provision of
more useful information, the improvement of transparency as well as the
strengthening of the accounting information quality (Ministry of Finance, 2009b;

p.108).

Since modified accounting systems are not formal systems, each country
operationalizes them according to its own needs. In the Greek case, modified cash
basis borrows several characteristics from full accrual while it adopts several others
stemming from cash. The rules governing the modified cash basis are found in P.D.
15/2011. In general, the new accounting basis in Greece presents the picture a hybrid
that has been built by getting bits and pieces from different accounting standards, with
principles of cash and accrual accounting mingled together, with clear influences from
international accounting standards (mostly IFRS and to a lesser extent IPSAS).
Among other particularities, the Greek modified cash basis treats acquisitions of fixed
assets as assets and not as expenses, while at the same time it does not allow for fixed
assets’ depreciation (depreciation is only executed for “expenses of perennial
depreciation”). This provision holds, however, only for newly acquired fixed assets
because there is no registration and valuation of fixed assets that were already in the
portfolio of Greek government property before 2011 (year of modified cash
implementation). Due to the non presentation of public property values on 2011’s
balance sheet, equity has a negative value. Under a quite different regime, the
financial statements reported until 2010 following the cash basis of accounting used a
different format from that of the budget while at the same time they contained
additional information. The accounts used in the cash-based balance sheet, although
categorized into accounts of assets and liabilities, did not coincide with the strict
accounting dimension of these accounting concepts (Ministry of Finance, 2009b).
Table 9 presents the basic characteristics and differences in the format and context of

the two accounting bases.
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Table 9: Characteristics of the Greek financial statements under the cash and the
modified cash basis

2010 - Cash Basis

2011 — Modified Cash Basis

Financial Balance sheet Statement of financial position
statements Income statement (in the form of | Statement of financial
a profit and loss account) performance
Accompanying notes Statement of changes in net
assets/equity
Statement of cash flows
Accompanying notes
Assets Cash Non-current assets:
Accounts that fall in the general | Equipment, Fixed assets in
concepts of: course of construction.
Receivables Investments, Expenses of
Investments perennial depreciation
Note: No information on public
property
Current assets:
Debtors, Doubtful debtors,
Prepayments
Cash and cash equivalents
Liabilities Public debt Public debt
Accounts that fall in the general | Other Long-term loans
concepts of: Short-term liabilities:
Payables Creditors, Provisions
Long-term liabilities
Revenues When Cash is received Revenues are recognized
independently of the receipt
period. Revenues are accounted
for when certain and of fixed
amount.
Expenditures | When Cash is paid The expenses are recognized

independently of the payment
period provided that they fall into
the following categories:
Expenses other than those made
for the purchase of fixed assets,
for investments and interest
payments

Expenses of continuous nature
(e.g. lease rentals)

Purchase of inventories

Accrued expenses for which
provisions are conducted at the
end of the year (e.g. public debt
interest).
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7.4 Resulis

7.4.1 The sample

The users sample employed to evaluate the quality and usefulness of the financial
statements included users from all main user categories recognized by public sector
accounting standards setting bodies, i.e. citizens®, investors and creditors, public
sector executives and oversight bodies’ executives. All respondents were expected to
have accounting knowledge and to be familiar with financial reporting; they could be
therefore characterized as having the necessary skills to evaluate (Milne and Chan,

1999).

For the purposes of the study, all Universities in Greece having accounting
departments, six auditing firms (including the Big Four), four large accounting
offices, five economic newspapers, six big banks, the General Accounting Office
(GAO), accounting departments of various Ministries and four oversight bodies’ have
been approached. In total 114 responses were received. However, 19 of them were not
complete, and were therefore excluded from the analysis'’. Eventually, the
governmental accounting statements under both accounting bases have been assessed

by 95 respondents. The distribution of the responses is presented in Table 10.

8 Citizens correspond to the so-called “interested” or “informed” citizens, terms used in literature to
describe citizens groups with interest in governmental financial reporting (Gaffney, 1986; Daniels and
Daniels, 1991).

° Ministries: Ministry of Finance, Ministry of Interior, Ministry of Defence and Ministry of Education;
Oversight bodies: Bank of Greece, Hellenic Competition Commission, Hellenic Capital Market
Commission and Hellenic Accounting and Auditing Standards Oversight Board.

10 As the questionnaire was completed anonymously, with respondents indicating their business title,
going back to ask them filling in the missing information was not possible.
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Table 10: Distribution of responses

Status Sub | Total
totals

Citizens 51

Professionals (certified auditors, business consultants and | 34

accountants)

Academics, researchers and press journalists 17
Public sector executives 18
Investors and creditors 14
Oversight bodies 12

All respondents had sufficient knowledge or expertise in accounting, but only less

than one third claimed an expertise in public sector accounting (Table 11).

Table 11: Level of accounting knowledge

Level of knowledge Accounting Public sector accounting
N=95 N=95
Minimum - - 32 33.7%
Sufficient 50 52.6% 40 42.1%
Expert 45 47.4% 23 24.2%

The respondents were at first asked to rate specific elements of financial reporting

quality focusing on specific financial items of the financial statements. They were

expected to answer these questions after having carefully analyzed the statements.

They were then asked to rate the overall information quality on the balance sheet and

the income statement. However, for presentation reasons results are presented in the

reverse order. More specifically, first the presentation of the results at the overall level

is provided, followed by the presentation of the results on the specific financial items.
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7.4.2 Quality of the financial statements at the overall level

The respondents were asked to rate the overall financial reporting quality, overall
faithful representation, overall relevance and overall understandability of the balance

sheet and income statement for the two periods. The ratings are presented in Table 12.

Table 12: Overall quality level

Balance sheet Income Statement
2010 2011 2010 2011
Cash basis | Modified | Cash basis | Modified
cash basis cash basis
Mean Mean Mean Mean
value value value value
Overall Financial reporting 3.05 4.86 3.07 4.93
Quality
Overall Faithful 3.08 4.74 2.98 4.77
Representation
Overall Relevance 2.98 4.76 3.04 4.80
Overall Understandability 3.17 5.07 3.21 5.09

1-7 scale, where 1: minimum and 7 maximum

N=295

From the results it is evident that both statements under the cash basis received poor
quality scores as all ratings are below the average (i.e average = 4). On the other hand,
the two statements prepared under the modified cash basis receive scores above the
average indicating the provision of higher quality accounting information. However,
the increase could be characterized as only of moderate magnitude. By conducting a
paired sample t-test between the two different periods, all differences proved to be
statistically significant at the 1% significance level. Therefore, there is a statistically
significant increase in the quality of financial statements due to the change in the
accounting basis. To test the level to which the three characteristics (i.e. faithful
representation, relevance and understandability) contribute to the overall quality level
of the new accounting basis (2011) the following regression was used applicable to

both the balance sheet and the income statement:

Sotirios Karatzimas 114




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

Overall financial reporting quality = o + f1* Overall faithful representation + f>*Overall

relevance + f3*Overall understandability + e

The results shown in Table 13 indicate that relevance and understandability have a
statistically significant, at 1% significance level, and positive effect on the overall
quality of the information provided by the new financial statements. On the other
hand, faithful representation has a non significant positive effect on the overall quality
of both balance sheet and income statement. This may imply that users consider that
faithful representation is a “sine qua non” characteristic of the financial statements
and as such it does not influence their overall quality assessments of governmental
financial statements. Another interpretation might be that faithful representation is a
subjective characteristic that is influenced by the perceptions of different users on
aspects that are beyond their knowledge spectrum like completeness and neutrality of

information.

Table 13: Regression of qualitative characteristics on overall quality level for 2011

Overall quality Overall quality
Balance sheet Income statement
value p- VIF value p- VIF
value value

Constant 0.872 | 0.003 0.819 | 0.006
Faithful representation Balance 0.070 | 0.367 | 2.864
sheet Coefficient
Relevance Balance sheet 0.419 | 0.000 | 3.287
Coefficient
Understandability Balance sheet 0.329 | 0.000 | 1.983
Coefficient
Faithful representation Income 0.100 | 0.270 | 3.182
statement Coefficient
Relevance Income statement 0.435 | 0.000 | 3.841
Coefficient
Understandability Income 0.303 | 0.001 | 2.540
statement Coefficient

N= 95 N=95

Adj. R square = 0.694 | Adj. R square = 0.694

F =71.923, F =72.190,

p-value = 0.000 p-value = 0.000

Model: Overall financial reporting quality = o + B;* Overall faithful representation + f,*Overall

relevance + [3*Overall understandability + e
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7.4.3 Elements of governmental financial reporting quality

The conduction of an in-depth analysis on the qualitative characteristics of the
financial statements was based on a separate set of questions. The results are

presented in Table 14.

Table 14: Elements of financial reporting quality (mean values)

Total assets Total debt Receivables Expenditures
and Payables

Revenues

Cash Cash Cash Cash

2010 2011 2010 2011 2010 2011 2010 2011 2010 2011
Cash | Modified | Cash | Modified | Cash | Modified | Cash | Modified | Cash | Modified

Cash

Predictive value 3.00 4.37 292 4.43 291 4.35 297 4.48 2.93 441

Feedback value 3.17 4.57 3.16 4.66 3.07 4.58 3.09 4.56 3.11 4.64

Verifiability 3.36 4.74 3.29 4.86 3.33 4.73 3.32 4.83 3.38 4.84
Faithful 3.45 4.71 3.37 4.83 3.35 4.68 3.38 4.83 3.36 4.87
representation

Completeness 3.19 4.87 3.17 4.93 3.21 4.74 3.16 4.78 3.20 4.95
Neutrality 3.53 4.67 3.44 4.79 3.28 4.64 3.44 4.71 3.48 4.73

Understandability | 3.40 5.18 3.37 5.23 3.39 5.05 3.57 5.14 3.60 5.25

The scale is 1-7 scale, where 1: minimum and 7: maximum
N=95

Again, the scores of all elements of financial reporting quality for each of the
financial items analysed under the cash basis received low ratings; they received
scores well below average. On the contrary, under the modified cash basis, the
assessment revealed scores above the average. The differences between the scores of
the two periods further proved to be statistically significant at the 1% level by
conducting a paired-sample t-test. From a closer look at 2011°s statements however it

is evident that although the level of understandability has noticeably increased, the

predictive and feedback value of the information lie in low scores, indicating a limited /,
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level of success of the new system in meeting the improvement expectations under

these two criteria.

7.4.4 Assessment of decision-usefulness

In order to evaluate the perceived usefulness of financial reporting under the two
accounting bases the respondents were asked to use the financial information
provided by the statements to assess the financial condition of the central government.
For this purpose they answered two sets of questions. The first set of questions (Table
15) measured perceived importance, while the second set (Table 16) measured
perceived usableness. According to Larcker and Lessig (1980, p. 123) each one of
these two dimensions “bears a logical relationship to perceived usefulness”. The
average of the responses to each set of questions was used to compose the index of

perceived importance and the index of perceived usableness respectively.

Table 15: Perceived importance

2010 2011
Cash Basis Modified Cash
Basis
Mean value Mean value
It would be extremely difficult to assess the 4.82 4.99
financial condition without at least the
information presented.
The information presented is sufficient to 2.81 4.48
assess the financial condition
What portion of the information presented is 3.96 4.95
essential for or instrumental in assessing the
financial condition?*
Index of perceived importance 3.86 4.81
The scale is 1: Totally disagree — 4: Neutral — 7: Totally agree, except for * where 1: None — 4: About
half - 7: All
N=95
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The scores of the indices reveal that the perceived importance of the accounting
information provided by the modified cash basis (mean value: 4.81) has increased
compared to the relevant metric produced by the cash basis of accounting (mean

value: 3.86).

Table 16: Perceived usableness

2010 2011
Cash Basis Modified Cash
Basis
Mean value Mean value
Extremely complex recalculations or 3.12 4.18

adjustments are necessary in order to use the
information presented to assess the financial
condition* (reverse coded)

What portion of the information presented is 3.09 4.88
in the correct form for the assessment of the
financial condition?

What portion of the information presented is 2.98 4.67
interpretable without any recalculation or
adjustment for the assessment of the financial

condition?

Index of perceived usableness 3.06 4.57
The scale is 1: None — 4: About half — 7: All, except for * where 1: Totally disagree — 4: Neutral — 7:
Totally agree
N=95

The results also indicate an increase of perceived usableness due to the change of the
accounting basis. As perceived importance and perceived usableness constitute
dimensions of perceived usefulness, accounting information prepared under the
modified cash basis receives higher scores. However, these, albeit higher scores, are
just above average; therefore the increase of perceived usefulness although evident

does not indicate a fundamental change.

It is important to note, that the only case where the two accounting systems receive
similar scores refers to the just-above-average necessity of the provided information
for assessing government’s financial condition. Therefore, accounting information
disclosed is not enough for sufficiently serving corresponding purposes. By

conducting a paired sample t-test between the two different periods, all differences

Sotirios Karatzimas 118




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

apart from the above-mentioned one proved to be statistically significant at the 1%

significance level.

7.4.5 Users’ perceptions

The users of accounting information constitute a research topic in public sector
accounting literature that has attracted considerable interest (e.g. Coy et al., 1997,
Mack and Ryan, 2007). According to Skaerbaek (2005) the production and
publication of financial reporting is resource consuming, therefore it is important to
know the stakeholders that actually make use of it. It could be added on that, that it
might be of equal importance to know the perceptions of the users on the usefulness
and the quality of these reports as well. Different user groups are considered as having
different information needs. They might also have a different focus on their
evaluation. The following Table (Table 17) presents the assessments made by each of
the four user groups regarding the balance sheet and the income statement at the

overall level.

Table 17: Mean values of Overall quality level

Balance Sheet Overall Financial | Overall Faithful Overall Overall
reporting Quality Representation Relevance Understandability
2010 2011 2010 2011 2010 2011 2010 2011
Citizens (n=51) 3.10 4.65 3.02 443 3.00 4.55 3.02 4.82
Public sector | 3.06 5.11 3.44 5.00 3.17 4.94 3.50 5.50
(n=18)

Investors (n=14) 271 5.00 2.50 493 2.64 4.79 2.86 5.14

Oversight (n=12) 3.25 5.25 3.50 542 3.00 5.33 3.67 5.42

Income Overall Financial | Overall Faithful Overall Overall
Statement reporting Quality Representation Relevance Understandability

2010 2011 2010 2011 2010 2011 2010 2011
Citizens (n=51) 3.08 4.71 2.96 4.47 3.04 4.63 3.06 4.80
Public sector | 3.22 517 3.28 517 3.28 4.94 3.56 5.50
(n=18)

Investors (n=14) 271 5.00 2.36 4.79 2.64 4.93 293 5.21

Oversight (n=12) 3.25 542 3.33 542 3.17 5.17 3.67 5.58

The scale is 1-7 scale, where 1: minimum and 7: maximum
Statistically significant differences among groups indicated with bold type letters
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By analyzing each group separately, a significant increase on the quality of the
financial information due to the accounting change is evident based on their
perceptions (paired sample t-tests indicate statistical significance at 1% level of
significance for each group). In all cases citizens rate with lower rates the qualitative
characteristics of the new financial statements compared to all other users. To better
understand the differences in the assessment scores among the four groups one-way
ANOVA test for both years was conducted. While the test did not reveal any
statistically significant differences among the views of different groups for cash basis
statements, the results present evidence of the existence of statistically significant
differences at 5% in terms of faithful representation of the balance sheet (sig. =
0.042), as well as the faithful representation and understandability of the income
statement (sig. = 0.026 and 0.031 respectively) between the groups of citizens and
oversight bodies’ executives for the modified cash statements. Non-parametric tests
(Kruskal Wallis test) confirm these results. It appears that citizens trust less and
understand less the information in financial statements compared to oversight bodies’

executives.

Citizens are the group which rates with the lowest scores the majority of the quality
characteristics, but for the predictive value, of all examined financial items in 2011
financial statements (a detailed presentation of the results can be found in Appendix 2,
Table 21). The highest rates, in general, are placed by public sector and oversight
bodies’ executives. Moreover, the lowest scores of all groups refer to the predictive
and feedback value of the financial information, both of which fall within the wider

“relevance” concept (results not tabulated).

Moreover, citizens and investors perceive the new financial statements as providing
information of lower importance for decision making compared to the other two
groups (Table 18; a more detailed presentation of the differences on the perceptions of
the four user groups is provided in Appendix 2, Table 22). When it comes to
usableness, all groups give low rates. The difference on perceived importance was
proved to be of statistical significance at the 5% level (One-way ANOVA test; sig. =
0.032) between the groups of citizens and public sector executives, citizens and

oversight executives, investors and public sector executives, as well as investors and
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oversight executives. Non-parametric Kruskal Wallis test provides evidence of the

same statistically significant differences.

Table 18: Mean values of Perceived importance and usableness

Index of perceived Index of perceived
importance usableness

2010 2011 2010 2011
Citizens (n=51) 3.63 4.66 3.29 4.46
Public sector 4.07 5.19 2.98 4.70
(n=18)
Investors (n=14) 4.00 4.48 2.60 4.79
Oversight (n=12) 4.36 5.25 2.78 4.64

The scale is 1: Minimum — 4: Average— 7: Maximum

The differences in citizens and investors’ perceptions show that these groups require
more or differently presented information. In every case, statistically significant
differences are revealed among groups that actually use the information (public sector
executives, oversight bodies) and groups that do not use it (citizens, investors) as part

of their routine.

7.4.6 Experts versus non-experts in public sector accounting

International literature provides evidence that judgement and decision-making of
experts differs from that of non-experts (Shanteau, 1995; McDaniel et al., 2002),
mainly due to knowledge differences (Shanteau, 1992). The different experiences
between those individuals that actually use, or are familiar with, governmental
financial information and those that do not, might also affect the evaluation process.
By comparing the responses (Mann-Whitney U-test) given by those who claimed an
expertise in public sector accounting (n=23) and those who stated a minimum
knowledge level (n=32), several statistically significant differences on the evaluation

were revealed. These differences are mainly evident in year 2011 (Table 19).
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Table 19: Differences on Overall reporting quality and on Elements of financial
reporting quality between experts and non-experts (Mann Whitney U-test)

Balance sheet Experts | Non- Diff. (z-value)
experts
Overall financial reporting quality 5.09 4.62 0.082
Overall faithful representation 5.22 4.16 0.002
Overall relevance 5.17 4.28 0.003
Overall understandability 5.39 4.72 0.022
Income statement Experts | Non- Diff. (z-value)
experts
Overall financial reporting quality 5.26 4.59 0.032
Overall faithful representation 5.26 4.19 0.002
Overall relevance 522 4.28 0.003
Overall understandability 5.43 4.78 0.043
Total assets Experts | Non- Diff. (z-value)
experts
Predictive value 4.48 4.25 0.382
Feedback 491 4.31 0.028
Verifiability 5.26 4.31 0.011
Faithful representation 5.39 3.97 0.000
Completeness 5.43 4.31 0.000
Neutrality 4.83 4.22 0.024
Understandability 5.35 4.81 0.038
Total debt Experts | Non- Diff. (z-value)
experts
Predictive value 4.43 4.34 0.744
Feedback 491 4.50 0.083
Verifiability 543 4.44 0.000
Faithful representation 5.52 4.03 0.000
Completeness 5.57 4.31 0.000
Neutrality 4.83 4.50 0.153
Understandability 5.52 4.88 0.013
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Receivables and payables Experts | Non- Diff. (z-value)
experts
Predictive value 4.43 4.22 0.523
Feedback 4.87 4.44 0.090
Verifiability 5.35 4.34 0.000
Faithful representation 5.35 4.06 0.000
Completeness 5.22 4.22 0.000
Neutrality 4.78 4.28 0.050
Understandability 5.30 4.78 0.047
Expenditures Experts | Non- Diff. (z-value)
experts
Predictive value 4.48 4.34 0.656
Feedback 491 4.31 0.068
Verifiability 5.43 4.25 0.001
Faithful representation 5.52 4.00 0.000
Completeness 5.35 4.19 0.001
Neutrality 4.74 4.31 0.113
Understandability 5.30 4.78 0.098
Revenues Experts | Non- Diff. (z-value)
experts
Predictive value 4.35 4.28 0.783
Feedback 491 4.47 0.155
Verifiability 5.30 4.38 0.002
Faithful representation 5.43 4.03 0.000
Completeness 5.57 4.31 0.000
Neutrality 491 4.25 0.029
Understandability 5.61 4.88 0.011

The scale is 1-7 scale, where 1: minimum and 7: maximum
Statistically significant differences among groups indicated with bold type letters

The results also indicate statistically significant differences on the perceptions of the
two groups, as regards the decision usableness of both sets of financial statements

(Table 20). However, it is not only the statistical significance of the difference that
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matters; it is also its sign that is interesting. In 2010 the experts-group rated the
usableness of the financial statements less than the non-experts group. In 2011, under
the modified cash basis, the experts-group rates the usableness of the financial
statements more than the non-experts group. This finding provides corroborative
evidence that financial statements under the cash basis of accounting had serious
shortcomings in terms of usableness that were somehow overcome thanks to the
transition to the new accounting system (a more detailed analysis of the differences of

experts and non-experts perceptions is provided in Appendix 2, Table 23).

Table 20: Differences on Perceived importance and usableness between experts and
non-experts (Mann Whitney U-test)

2010 Experts | Non- Diff. (z-value)
experts

Perceived importance 4.12 3.54 0.102

Perceived usableness 2.67 3.30 0.003

2011 Experts | Non- Diff. (z-value)
experts

Perceived importance 4.94 4.59 0.358

Perceived usableness 4.81 4.34 0.018

The scale is 1: Minimum — 4: Average— 7

The consistency of assessments for 2010 can be explained by the fact that although
cash-based financial statements are supposed to be presented in a simple and plain
manner, the Greek case appears to be the exception to the rule. From informal
discussions with GAO executives during the questionnaire distribution process, even
public sector executives who actually use this information consider the understanding
of several accounts incorporated in the cash based financial statements rather
complex. On the other hand, the differences between experts and non-experts on the
evaluation of the 2011 financial statements can not be sufficiently explained as based

on the different perspectives of individuals actually using the accounting information
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and those who are just asked to evaluate it'". Nevertheless, the experts sub-sample
corresponds to public sector executives and oversight bodies’ executives, the majority
of which use governmental accounting statements for their everyday job and may find
them more convenient. The analysis provides corroborative evidence that non-experts
still face many difficulties and are still unconvinced to perceive governmental
accounting information as useful for them. This finding highlights that the way
accounting information is presented to user groups with limited knowledge of public
sector accounting is less than optimal. Therefore there may be a need for a different
way of presenting governmental accounting information to those who want to be
informed but are not skilled enough (e.g. citizens). This issue is revisited in the

“Implications” and “Further research” sections.

N generalization of this comparison by conducting Mann Whitney U-test between public sector
executives and private sector executives (i.e. certified auditors and accountants) revealed only a few
statistically significant differences for 2011. :
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Part 111:
The reform of the financial

reporting system

(An analysis of the decision-making

process)
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8. Developing process and decision-making
assessment

As already discussed, the changes of financial reporting systems emphasising on the
application of accrual based accounting and even towards the adoption of
international accounting standards (e.g. IPSAS) constitute typical forms of NPFM
reforms (Guthrie et al., 1999; Lapsley et al., 2009). The reasons leading to such
reforms could be traced in the need for improved accountability, transparency and
decision-usefulness of the information provided by the public sector requested by
numerous different users (Kober et al., 2010). These users are not only members of
the parliament and constituents of the state, but also other interested parties such as
investors and various resource providers. Especially in periods of severe global
recessions, states have to abide by recommendations deriving from external resource
providers (Carpenter and Feroz, 2001). Therefore, resource dependency plays also a

significant role in the accounting reforms in the public sector.

Independently, however, of the aforementioned pressures, and even of the genuine
will of states to proceed in drastic reforms, the success of these reforms is not always
guaranteed. According to Hood and Peters (2004) it has been noticed that countries in
a greater need of reform (i.e. those with the poorest performing administrative
systems) are actually the slowest to reform. Countries like Italy and Greece are given
as examples of remarkably slow reaction to New Public Management (NPM) reforms
(Hood and Peters, 2004). In general, states in the Napoleonic tradition such as France,
Italy and Greece seem to respond slowly or even resist to the adoption of NPM
inspired reforms (Spanou, 2008). The success of the reforms may be further hindered
when the institutional pressures to reform exercised by external organizations and the
public are not embraced by the local reform-agents. Therefore, a common vision
shared among all participating actors is a prerequisite for increasing the chances for a

successful reform.

Within this context, the Greek central government has proceeded in the reform of its

governmental financial reporting system. The Greek state assigned this task to a
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commission of experts which brought together public sector executives and external
consultants. The output of the commission was a set of new accounting standards
under the modified-cash basis of accounting which superseded the until-then applied
cash based standards. The set of new accounting standards took the form of a
Presidential Decree which was passed in 2011 (P.D. 15/2011). This move intended to
improve the quality and usefulness of the provided accounting information, which had
been questioned by supranational organizations such as the International Monetary
Fund (IMF) and the Organization for Economic Cooperation and Development
(OECD), the European Commission (EC), as well as by internal users (voters and
public managers) (IMF, 2006; OECD, 2008; Ministry of Finance, 2009). Furthermore,
this reform was launched as an interim step before the move to full accrual accounting

(Ministry of Finance, 2009b).

8.1 Research questions development

From the analysis that preceded in the previous part, it has been shown that although
the new accounting system introduced various improvements, it is viewed as being
rather suboptimal. Although, the goal of the central government is to abide by best
practices and adopt full accrual, the choice was to move first to a modified cash basis,
which incorporates various different accounting characteristics. The third part of the
dissertation aims at the examination of the standard setting process at the central
government level in a country that operates under special circumstances of financial
strain. As Greece has been deeply injured by a severe financial crisis that has been
evident since 2009, and resulted in the country’s entering in 2010 the financial
support mechanism of the Troika, the fund providers, via the technical memoranda
emphasize and demand the modernization of the Greek public sector, indicating
several structural reforms that touch upon financial management and governmental
accounting systems. Within this framework, an analysis of the decision-making
process during the development of the new set of accounting standards by unraveling
the role of different actors is conducted. The research questions the study tries to

answer are the following:
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RQ 5: Which was the role played by each of the involved-to-the-reform actors

(politicians, citizens, the Troika, bureaucrats)?

RQ 6: Which factors led to the final decision-making and the development of

the accounting standards to the present form?

RQ 7: Did the final outcome of the reform satisfy the initially-set targets of the

reform?

Greece constitutes a very interesting setting to study accounting standards decision
making in the central government level mainly for two reasons: Firstly, the country is
under a vortex of financial and administrative reforms imposed by resource providers
that touch upon several budgeting and accounting related dimensions. Literature
provides evidence of the vital role that supranational organizations, such as the IMF
and the World Bank, play in initiating and monitoring the achieved progress of such
reforms (e.g. Mimba et al., 2007; Timoshenko and Adhikari, 2009). Secondly, Greek
public sector is characterized by a deeply cultivated bureaucracy (Sotirakou and
Zeppou, 2005). This latter characteristic offers another interesting dimension to the
research; how decisions are made —and who eventually makes them— in a country

where strong bureaucracy prevails.

8.2 Theoretical framework

Reforms in the public sector financial reporting systems come to satisfy the requests
for the provision of reliable, transparent and qualitative information that would, in
turn, enhance accountability and decision-making. Due to the nature, however, of
these reforms, the involved actors play the most significant role to the end results of
the change attempts. By reviewing the relevant literature Cheng (1992) concluded that
choices in accounting policy are more than a function of economic or political factors;
they rather come as a result of “legislative/governor/bureaucratic decisions shaped by
voter preferences, interest-group pressures, party competition, institutional forces,
external demands and constraints, and the financial condition of the states” (Cheng,
1992; p. 5). In other words politicians, voters, assigned preparers of new accounting

standards, and even resource providers in cases of resource dependency situations,
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play a role in the process of accounting change. In order to better understand the
interrelations between these actors, their needs and incentives, the public choice

theory (PCT) provides useful insights.

8.2.1 The Public Choice Theory

The idea behind PCT is that self-interest dominates human behaviour. This theoretical
stance provides a reference that could help us explain how “voters, politicians,
bureaucrats and lobbyists would behave in different institutional settings with
different incentive rules” (Bale and Dale, 1998; p. 118). The positive public choice
literature deals with decision-making in the government and society level regarding
the role of government, and it is “concerned with how information can affect the
production and distribution of government output” (Chan and Rubin, 1987; p. 3).
Positive PCT points out that government output is determined by the demands of the
public and the incentives of the preparers (Chan and Rubin, 1987). Accounting
disclosures are also affected by the various actors’ incentives (Giroux, 1989).
However, although Zimmerman (1977) argues that preparers of information have
motives that could lead them into providing misleading information or not disclosing
information, at the same time, the public (voters) are perceived as being rationally
ignorant and receivers of fiscal illusion (Chan and Rubin, 1987). In such an
environment, the basic concepts of a democracy could be easily undermined (Bale

and Dale, 1998)'%.

Under PCT politicians and bureaucrats pursue a form of self-interest, which
presupposes a ‘“‘discretionary margin in decision-making” which causes an
“asymmetrical distribution of information” (Liider, 1992; p.100). According to
Alesina and Tabellini (2007) politicians’ incentives derive mostly from their goal to
get re-elected, while bureaucrats’ incentives derive mostly from career concerns.
Thus, during a reform process politicians and bureaucrats are more probable to invest
in visible or short-term public-related targets rather than invisible or long-term ones,
even in cases where the latter could give them a higher payoff (Garri, 2010). The need

to provide short-term results is independent of the actual value of the results per se, as

"2 Plato proposed some 2.500 years ago, that “The price good men pay for indifference to public affairs
is to be ruled by evil men”.
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long as these results would help politicians and bureaucrats to retain or strengthen
their position. The combination of short-termism with information asymmetry could
lead to negative results in the long- term. This is especially true when it comes to
reforms of specialized projects, such as the governmental financial reporting system,

which the vast majority of citizens is not able to monitor.

During the last decades, external management consultants appear as also having a key
role in the reform of the public sector (Saint-Martin, 1998; Christensen, 2005). In
general, their role has been to help states turn their public sector “from perceived
bureaucracy to perceived enterprise” (Corcoran and McLean, 1998; p. 37). Although
external management consultants have been characterized as epistemic communities
and processors of knowledge and expertise whose influence is visible, explicit and
open, rather than shadowy (Christensen, 2005), Lapsley and Oldfield (2001) argue
that the benefits of using external consultants are not quite clear. Moreover, in cases
of cultivated bureaucracy, conflicts between bureaucrats and assigned consultants are

expected to happen.

Moreover, resource providers, such as international lenders and credit markets, could
also affect government’s policy choices (Meyer and Scott, 1982). According to
Carpenter and Feroz (2001) resource providers in periods of fiscal stress could even
dictate the application of specific institutional rules, such as accounting standards.
Special reference should be given to the characteristics of the Troika, and its
difference from typical external resource providers. The case of the Troika is unique
from many aspects, as it sets strict reform goals, it has access to internal information

and it existence is temporal.

8.2.2 The “Garbage Can” Model

Despite the self-interest and the incentives that could determine the successful
implementation of a reform, the nature of decision making in the public sector plays a
very crucial role as well. In such an environment decision making is often

characterized by limited economic rationality, anarchy instead of order and
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experimentation and confusion instead of planned actions (Cooper et al., 1981). In
circumstances like that, the public organizations are most probable to act as
“organized anarchies” characterized by the absence of either shared goals
(‘problematic preferences’), shared and understood processes (‘unclear technology’)
or a constant decision-making group (‘fluid participation’). These cases where the
cycle of choices made by the organization is not functional in a rational manner, give
rise to the adoption of a “garbage can” decision-making mode (March and Olsen,
1976). Through the lens of the “garbage can” model, the choice opportunity within
such organizations can be viewed “as a garbage can into which various kinds of
problems and solutions are dumped by participants as they generate” (Cohen et al.,
1972; p. 2). Through the “garbage can” view, the decision appears as an outcome or
interpretation of several relatively independent streams within the organization:
problems, solutions, participants and choice opportunities all mingled together (Cohen
et al., 1972). More specifically, ‘problems’ refer to the concerns of people inside or
outside of the organization (or the decision-making group), which require attention.
‘Solutions’ stand for the products that are produced by participants in the decision-
making process, while, ‘participants’ are determined by their level of availability due
to their other obligations, so they basically “come and go”. Finally, ‘choice
opportunities’ refer to occasions where the organization is expected to produce a

behaviour that can be called a decision (Cohen et al., 1972; p. 3).

Eventually, the decision made will combine the appropriate proportions of problems,
solutions and decision makers (participants): “Who shows up influences what
arguments are made about how a decision would represent a solution to a problem
under discussion” (Barzelay and Gallego, 2010; p. 215). The resolution of the
problem could be also made by overlooking it or by deliberately trying to escape from
it (Hofstede, 1981). Nevertheless, as Cohen et al. (1972) conclude the “garbage can”
process may offer a resolution to the problem, but in most of the cases this resolution
is not a successful one. The fact that pre-existing and ‘given’ solutions attach to ill-
defined or ambiguous problems, inevitably decreases the possibility of achieving a

complete and successful solution (March and Olsen, 1986; Wiesel et al., 2011).

On the other hand, as Hofstede (1981; p. 209) argues, although the “garbage-can”

model might not sound as an attractive decision-making context, it is the “most
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realistic model of how organizations in fact do or do not learn”. In the long term the
organization might benefit by incremental improvements to the °‘garbage can’
outcome — choice; this could be more of the organization’s benefit, than to engage in a
costly decision-making process from the beginning, with no guarantee of its success
(Hofstede, 1981). As Lukka (2007) puts it although the function of an organization
operating under a ‘garbage can’ mode might appear as problematic, at least it allows

the organization to function.

8.3 Methodological approach

The scope of the third part of the dissertation is to enrich the literature on how choices
are made during the development of accounting standards in the central government
level in a case of a country operating under the special circumstances of a financial
strain. To achieve that a theoretical framework that draws on the public choice theory
and the “garbage can” model is built. The public choice theory helps to understand,
through analyzing the role and incentives of the involved actors, the development and
the decision-making processes, while the “garbage can” model provides explanations
regarding the final selection. In order to answer the research questions of this section,
the theoretical framework is further enriched with the outcome of interviews and
informal discussions with involved-to-the-reform actors. Complementarily to the
above, is used the input of various archival data (e.g. state budget reports, IMF and

OECD reports).

All interviewees were members of the commission and had a role in the development
of the new governmental standards. The commission comprised of General
Accounting Office (GAO) executives, representatives of the technical consultant (a
joint venture comprising of two private firms), the contractor (again a joint venture of
two private firms) and, at a later stage, Hellenic Accounting and Auditing Standards
Oversight Board (ELTE) executives. The interviewees were: four executives of the
GAO, including both the former and present head of the dedicated department
developed explicitly to materialize the reform, two external consultants and two

members of ELTE. The interviews were semi-structured and each one of them lasted
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between 40-50 minutes. Informal discussions were conducted with other ELTE

executives and consultants.

8.4 Results

The scope of the reform was to create a new accounting system to facilitate timely
and accurate financial reporting (OECD, 2011). The new system would provide more
useful and qualitative information and in parallel it would increase transparency
(Ministry of Finance, 2009b). The urge to change the accounting standards followed
the pressures to modernize the existing cash-based accounting system expressed by
supranational organizations such as the IMF and the OECD (IMF, 2006; OECD,
2008a). These recommendations suggested improvements with emphasis to accruals
and in line with international accounting standards (OECD, 2008) well before Greece
entered the financial support mechanism of the Troika in early 2010. In the same
realm, the Memorandum of Understanding (MoU; May 2010) signed between the
Troika and Greece prioritized the conduction of reforms in the areas of public
financial management and budgeting in an attempt to strengthen accountability and
transparency issues (OECD, 2011). From another point of view, the modernization of
the accounting systems had also to satisfy requests coming from citizens as quoted by
the Ministry of Finance (2009b). It is therefore evident that the reform came out as a

result of various institutional pressures.

From the discussions and interviews it is evident that the set of the new accounting
standards was developed in two phases. At first, a public call took place resulting to
the assignment of the task to conduct a preliminary research to a technical consultant.
Following that, a second public call took place and the project was assigned to a
contractor. During the second phase the contractor cooperated with the GAO in order
to produce the first draft of the new accounting standards. The technical consultant
provided comments, objections and recommendations to the draft. ELTE played a
small part in the process, involved only during the second phase in order to provide a
second professional look to the developed accounting standards and to legislate by a

Presidential Decree. According to ELTE executives’ words:
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“ELTE’s role was to provide technical support for the development of a
double-entry recording system, targeting to International Financial Reporting

Standards (IFRS)”.

8.4.1 Involved actors

In total, four groups appear to be involved in the reforming procedure: voters
(although in an indirect manner), politicians, external resource providers and the
developers/preparers of the accounting standards. The latter group includes the GAO
executives (bureaucrats), the ELTE executives, and the external consultants (both the
contractor and the technical consultant). According to Giroux (1989) voters are
considered as an influencing group as they elect politicians. Politicians in turn try to
satisfy voters’ needs in order to get reelected. Bureaucrats on the other hand although
appointed by politicians, aim at safeguarding their own interests instead of those of
politicians and voters (Niskanen, 1971). Eventually consultants appear as processors
of knowledge and expertise and have their own role to play (Lapsley and Oldfield,
2001). Bureaucrats and consultants taken together (i.e. the commission that developed
the standards) differ from politicians as they are experts in their area and they have
therefore an information advantage over politicians. Nevertheless politicians are able
to monitor preparers’ performance. On the other hand, citizens cannot directly
influence preparers, but they elect politicians who monitor them. Finally, external
resource providers, put pressure in order for the reform to be successful in a

convenient, to their goals, manner.

On the basis of the above the following relationships could be identified. Preparers
have proprietary access to information and they want to satisfy their own incentives.
Politicians and voters are in need of information but they may not have adequate
incentives to ask for it (Giroux, 1989; p. 203). Finally, every decision has to coincide

with external resource providers’ demands.
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8.4.2 Citizens, politicians and the role of political culture

The aforementioned relations form a puzzle in which political and administrative
culture play a significant role to its successful solution. Political culture in general
refers to “patterns of political behavior” (Liider, 1992; p. 114) or to “the subjective
orientations toward and assumptions about the political world that characterize the
members of a particular society and that guide and inform their political behavior”

(Duffield, 1999; p. 774).

Political culture in Greece is characterized by clientelism, weak civil society and
party-dominated administration (Apospori et al., 2010). Citizens appear as being
dissatisfied and disappointed with politicians that they mistrust and as having limited
participation in the public space (Apospori et al., 2010). This should be viewed
through a wider concept, where European Continental countries appear as being
mainly influenced by bureaucracy and hierarchical public administration, with no
orientation towards meeting citizens needs (Torres, 2004). This conclusion coincides
with comments raised by OECD referring also to public administration culture in
Greece and the fact that oversight executed in the public sector by the parliament is

rather ineffective (OECD, 2008a; 2011).

Interviewees emphasized the fact that the members of the parliament who, due to their
role, should have been interested in the reform had not shown any interest. The GAO
interviewees believe that it is probable that the majority of the politicians had not
realized the changes in governmental reporting standards. They come to this
conclusion by witnessing the absence of any reaction when the characteristics of the
reform were discussed in the parliament. Interviewees attribute this indifference to the
fact that the members of the parliament do not possess the necessary theoretical
background to evaluate the reform outcome. The opinion of consultants coincides
with the views expressed by GAO executives. They believe that political leaders have
neither embraced nor understood the change. This could also explain the short-
termism of the reform in practice. From the interviews it is revealed that despite the
rhetoric about moving to full accruals, the next steps of the reform appear to be quite

vague. There is no long-term planning and the reform seems to progress on project by
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project mode. According to the present head of the dedicated to the accounting change
department in the GAO:
“No one is monitoring how the reform is evolving. There is not even a
supporting team to deal with the problems that occur during the

implementation process but the personnel of our department in the GAO”.

In total, citizens appear as having limited participation in public matters and
politicians as mostly being interested in short-term results. In such an environment,
where the “preparers” are the only ones who actually have an expertise on the reform
details, it is on the hands of politicians at least to monitor the procedure and evaluate
the results. However, as revealed from the interviews, politicians belonging both to
the ruling and the principal opposition parties appear quite indifferent to the process

and the reform results.

8.4.3 External resource providers

The involvement of external resource providers is also very interesting. After Greece
singed the bail out programme with the Troika, the resource providers (E.C., and
IMF), that had previously recommended changes to the government accounting
system started placing their emphasis almost exclusively to the budgeting reform
rather than to the financial reporting one. This conclusion can be drawn by reviewing
relevant documents (IMF, 2013; EC, 2011). There are no recommendations or
indications of monitoring of the procedure or evaluation of the accounting reform
outcome in these documents. GAO executives share the same view. They mentioned
that when they discussed with the Troika representatives certain difficulties with the
development of the new accounting standards, their reactions indicated that this
reform did not rank high in their priorities agenda. Relevant re-prioritizations however
by external resource providers have also been witnessed in the case of program
budgeting which was totally abandoned while being in its final stage of
implementation. It could be therefore assumed that external resource providers had
turned their attention to other administrative reforms, while the accounting reporting

reform was left to the sole responsibility of the local reform agents.
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8.4.4 Bureaucrats versus Consultants: Hurdles in the developing
process

All interviewees recognized difficulties and conflicts during the development of the
new accounting standards. These difficulties mostly refer to reactions evident inside
the GAO. They mainly focus on the way GAO employees used to work and the
resistance they exhibited towards change. According to the former head of the
dedicated GAO department:

“The department in charge paid for this denial with the prolongation of

project completion”.

Nevertheless, these shortcomings were overcome as the project progressed to

completion.

Other clashes were witnessed due to the differences in the conception of the new
accounting paradigm by the members of the developing team. According to the GAO
executives’ view, the representatives of the technical consultant had a rather
theoretical stance on the matter and they could not realize practical implementation
difficulties. As a result, they persisted on their views despite the objections raised by
GAO executives. Moreover, the representatives of the technical consultant strongly
supported the introduction of IFRS. This explains, according to GAO executives, why
the new governmental standards borrow practices that fall within the accrual basis
practice and IFRS treatments although the project dealt with the preparation of a set of

modified cash basis standards.

Many problems also emerged in project management. The representatives of the
technical consultant had significant objections regarding the process. They argued that
the meetings were highly dysfunctional as they ended up having around forty
attendees. Except for the large number of people attending there were cases where the
meetings were attended by representatives of the wrong GAO departments. The latter
phenomenon resulted to the perpetuation of several unresolved issues and delays in

decision making. The selection of a GAO low level executive to serve as the liaison
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between the commission and the Minister of Finance caused problems as well. Apart
from downplaying commissions’ importance it did not put much pressure on GAO
executives to effectively cooperate with the other members. As a result they would
delay to provide the contractor with the requested input without facing any material

consequences.

According to a technical consultant’s view while the Greek Ministers of Finance kept
on announcing to the E.C. that Greece was about to adopt international accounting
standards to the central government level all the attempts made by the contractor —
abiding by GAO’s intentions— where neither oriented to IFRS nor to IPSAS. On the
contrary they were based on the Greek accounting principles already developed for
public sector entities. These latter standards in turn were heavily reliant on the accrual
based Greek accounting standards used for the private sector companies and had

nothing to do with international accounting standards.

Regardless of the suboptimal process in accounting standards development and the
conflicts between bureaucrats and consultants, a first draft of the set of the accounting
standards for the central government was developed by the contractor in cooperation
with the GAO. The technical consultant made various comments on this draft.
Revised versions of the initial draft were re-submitted four more times to the
members of the commission while the technical consultant had comments in each one
of them. The last draft was submitted to the commission when the technical
consultant’s contract had already ended. The final deliverable of the accounting
standards took the form of P.D. 15/11. It was a hybrid built from bits and pieces of
different accounting standards where accounting principles under the cash basis, the
accrual basis and even IFRS and IPSAS were all put together to a unique construct.
More specifically, the reports decided to be published coincide with the ones
recommended in IPSAS 1. However, only the newly acquired fixed assets after the
1/1/2011 could be registered as assets, while no depreciation could be ever accounted
against their acquisition values. As for expenses and revenues, while their registration
to accounting books would lie very close to the principles of the accrual accounting
provisions, the acquisition of inventories would be expensed when incurred. The basic

characteristics of the new accounting system are concisely presented in Table 9.
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8.4.5 Decision-making

Since decision making in the public sector is not often characterized by economic
rationality, insights from the *“garbage can” model were used to explain the process
and the selection of the set of accounting standards. The “garbage can” model is
intended to cases where organizations operate as “organized anarchies” which are
characterized by the absence of either: shared goals (“problematic preferences”), a
constant decision-making group (“fluid participation”) or shared and understood
processes (“unclear technology”) (Cohen et al., 1972). The review of the decision-
making process in the development of the governmental accounting standards in
Greece brings in mind several incidents that resemble to the characteristics of an

organized anarchy environment.

As for the problematic preferences the political leaders (i.e. Ministry of Finance)
appear as having a different perspective and different philosophy (IFRS-oriented)
from the bureaucrats, indicating absence of shared goals. Consultants claim that the
bureaucrats prevailed and were in position to enforce their views. As for the fluid
participation there are several indications as well. The technical consultant’s contract
expired before the final draft was submitted by the contractor; therefore they did not
have the authority to make any more suggestions, like the ones already indicated in
the previous four drafts of the accounting standards. Moreover, the interviewees
referred to occasions with wrong people attending meetings. Absence of a constant
decision-making group is therefore strongly implied. Finally, there are indications of
unclear technology. The executives of GAO decided to adapt an already “tested”
solution (i.e. the accounting standards for public sector entities) to the central
government level. The technical consultant on the other hand, promoted IFRS
paradigms. Therefore the absence of shared and understood processes provides

evidence of unclear technology.

According to the “garbage can” model, in order for the choice to be made, an
appropriate combination of problems, solutions and decision makers make the action
possible. The selected solution combined the application of a set of accounting
standards already tested in another setting which was however grafted with several

IFRS principles, while the decision making commission was rather fluid, albeit
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having bureaucrats in its core. However, as Cohen et al. (1972) point out in most of

the cases the resolution offered by the “garbage can” process is not a successful one.

9. Concluding remarks

In this section the conclusions that derive from the results of the three-part analysis
are presented, followed by a general discussion of the findings. The presentation of
conclusions in this form has been selected as a proper way to discuss the interrelated

issues of the budgeting and accounting standards reforms.

9.1 The attempt to introduce program-budgeting

The first part of the analysis, examined the budgeting reform. The need to adopt
program budgeting in Greece was initiated by institutional pressures. However,
despite the enthusiastic embracement of the idea at the political level, the
implementation process faced significant shortcomings. The ill diffusion of the new
strategy as well as the resistance to change towards the new system ended up in
program budgeting drifting away from the initially expected objective.
Notwithstanding the poor operationalization of the new system, during the years of
the project’s development, the Greek state came across an unprecedented financial
crisis. The severity of the crisis called for external organizations involvement. Their
intervention has been materialised in a dual manner; by providing financial resources
while in parallel influencing policy-making. Under this new political domain the
governmental decisions were driven from the need to adapt to a different strategy in
order to handle the new priorities. As it appears, the program budgeting plan became a
side issue while the adoption of the new recommendations and requirements
“imposed” by the external parties directly related to public administration were

prioritized.

Although Pollitt and Bouckaert (2004) comment that a public sector reform project
might fail or be adjusted or collide with other priorities at each step of the process, the

abandonment of the program budgeting implementation plan in Greece comes as a
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surprise at least for two reasons. Firstly, the results of the pilot project were highly
appraised up to a few months before its cease. Secondly, as both written documents
and interviewees consent under the specific fiscal conditions program budgeting, if in
place, could provide a better overall picture of the state budget, and could therefore
offer serious resolutions in terms of fund re-allocation deriving from the reporting of
performance information. Such information would have been very useful in a period
of economic crisis. After all, in similar cases in the past, countries facing financial
crises (e.g. Denmark and Sweden) introduced performance budgeting as a means of
defence (OECD, 2008b). Eventually, it turns out that a prior-to-the-crisis application
would have been helpful. However, this logical thread leads to a vicious circle: It
could not be applied due to the crisis, but if it was already in place, it would have

provided a significant help.

On the other hand, would this reform be a successful one, even if the project had not
been abandoned? By studying the Greek attempt to introduce performance budgeting
the lack of managing the change through the proper creation and diffusion of the new
philosophy to all the involved parts was revealed. It appears that the
‘institutionalization-of-the-new-idea’ factor was not adequately achieved. In parallel,
it is evident that the established status of the Greek public sector cultivates resistance
to change. Such conditions could provoke a future implementation of the project,
since it constitutes a factor of significant impact on the success of administration
changes (Kong, 2005; Fernandez and Rainey, 2006). Another important dimension
revealed refers to the aptitude of the Greek ministries to accept accountability and
responsibility for their budgets, and the role of political interests in blocking the
proper diffusion of a change. Evidently, the new program had to be managed under a
total different philosophy, compared to the traditional way things are done in the
Greek public sector. This clash between the two different philosophies could have
blocked the adoption. Probably, other reforms should have preceded the establishment
of performance budgeting. “Basics first” as Schick (1998) would suggest.
Furthermore the choice of performance indicators was in certain cases criticised as
being ‘out of the scope’ or ‘difficult to measure’, highlighting the complexity in
establishing appropriate measures in order to avoid adverse results (Guthrie and

English, 1997; van Thiel and Leeuw, 2002). Nevertheless, the lessons from the first
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attempt could provide helpful guidelines in a potential future decision to apply

program budgeting.

The role of citizens in governmental decision making has also been proved a puzzling
parameter. Citizens were identified by the Ministry of Finance as a distinct category
of stakeholders asking for more transparency and accountability, being therefore in
favour of program budgeting adoption. There are no easily visible reasons why
citizens would change their views regarding the usefulness of the new budgeting
system. As politicians commented citizens were not even informed about the reform
itself or the progress of the project. Program budgeting would definitely serve as a
means of decreasing the level of information asymmetry existing between government
and citizens. No reaction was witnessed after the abandonment of the project.
Apparently citizens’ requirements were just a part of the rhetoric of politics and not an
actually identified request. There are examples in literature where citizens are
identified as a source of pressure to the governments to increase transparency and
accountability (Schick, 1998; Christensen and Lagreid, 2002). It is probable that such

rhetoric was used in the Greek case in order to show compliance with best practice.

At face value, the decision is difficult to be justified on rational grounds both from the
Greek State side as well as the external organizations side. The financial assistance of
the Troika to Greece was accompanied by a plethora of recommended enforceable
reformations regarding Greek Public Administration. Such a stance does not coincide
with falling back in systems that increase transparency and accountability and above
all recommended only a few years ago. Comparing the Greek case with similar cases
in other European countries experiencing the effects of the recent debt crisis on their
public financials valuable insights could be provided on whether budgeting systems
become more transparent and useful for decision making during a period when
austerity measures are passed. Moreover, the level of readiness for change of the
central government in case of proceeding to a second attempt to apply program
budgeting requires further study. Finally, the frequently quoted public’s opinion
interest in central government financial aspects and performance information in a
country like Greece, that lacks the level of maturity of both public sector financial
systems and information disclosure of other countries, is an interesting prospect of

future study.
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The moral conclusion from the (non) application of program budgeting in Greece
could be that a system tailored to assist politicians to better assess the usefulness, the
effectiveness and the efficiency of their policies was abandoned by them at the time
that it was mostly needed. Horizontal budget cutting to salaries and other social
operating expenses was used as the primary tool to decrease public budget deficits
without giving any explanations on what would be the impact on state operations and
services provided to citizens. From another point of view, however, the abandonment
of the system might have happened for exactly the same reason; to conserve
information asymmetry and lack of transparency about public spending so that
citizens would not to be able to realize the direct effects of the horizontal budget cuts
on service provision. The Economic Adjustment Programmes for Greece include
severely decreased budget amounts in all budget categories for the 2010-2016 period
compared to the pre-memorandum era. As the significantly decreased inputs are not
mapped against programs not only the quantity and quality of service provision in
health, education, social security and citizen safety are difficult to plan in advance but
also the feasibility of the forecasted cost savings due to several administrative changes

is disputable.

9.2 From cash accounting to a modified cash basis of accounting

The second part of the analysis dealt with the move of the central government from
cash to a modified cash basis. NPFM tools adopted by central governments for
accountability and transparency purposes have been brought to the forefront due to
the global financial crisis. In this realm, in the second part the outcome of the
adoption of the modified cash basis of accounting for financial reporting, as an
interim step after cash and before accrual accounting implementation, in Greece was
evaluated. The evaluation is conducted within the wider debate on the actual benefits
and costs associated with the move to full accruals. A methodology for the evaluation
of the quality and perceived usefulness of financial reporting at the central
government level under both cash and modified cash bases has been developed and

applied. The starting point for the development of the methodology has been the fact
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that although ambitious reforms take place in the public sector accounting systems,
the outcomes might not eventually be the desired ones for the users of the accounting
information. The consideration that the objective of financial reporting in the public
sector is to provide information that is useful to users for decision-making and
accountability purposes has been used as a benchmark for assessment. For these
purposes a web-based instrument has been developed to gather responses on a
questionnaire aiming at assessing the quality and usefulness of the accounting
information provided by two different accounting bases while the examined
qualitative characteristics used are those recognized by the public sector accounting

standard setting bodies.

The findings reveal several differences on the assessment scores of the two
accounting bases. The quality of cash basis accounting information received lower
scores compared to the quality of modified cash accounting information.
Nevertheless, the superiority of modified cash accounting information corresponds to
just above average quality levels. Therefore, while an increase in the quality of
financial reporting can be diagnosed, it is not a fundamental one. The accounting
change did not lead to financial statements achieving the high level of quality of
accounting information as expected by governmental officials. Moreover, the quality
of the new set of financial statements seems to be affected by the perceived levels of
the relevance and understandability of their content while faithful representation does

not exert an influencing effect.

As for the perceived usefulness of the two accounting bases, only a small increase in
the decision-usefulness of accounting information has been observed, both in terms of
perceived importance and usableness. The results indicate that still after the transition,
the provided information is only averagely necessary and not sufficient enough,

requiring various adjustments before becoming usable.

The four examined user groups (i.e. citizens, public sector executives, investors and
creditors, oversight bodies’ executives) appear to agree on their evaluations on the
cash based reports, by rating both qualitative characteristics and usefulness well
below average. However, various differences on the way they evaluate the modified

cash basis financial statements are evident pointing out certain differences among
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users who actually use this information as part of their routine and those who do not.
It is important to note that in all cases citizens place the lower scores. In total, the
rates given for the ‘“understandability” of the new financial statements were
noticeably higher, compared to other qualitative characteristics. On the contrary, the
lowest rates were given to the “feedback” and “predictive” values, which both
constitute elements of “relevance”. It could be therefore presumed that the new
statements, developed under the modified cash basis, fail to give a depiction of the

financial condition of the country.

Since the majority of the respondents did not claim an expertise on public sector
accounting, the evaluation of the modified cash basis financial statements as
providing accounting information of higher quality and usefulness, could be partially
explained by the fact that the way these statements are prepared and presented has
many similarities to the format of the private sector statements. Therefore, familiarity
with the private sector financial statements structure could have also contributed to
the characterization of the modified cash statements as being more qualitative and
useful. This is supported also by the fact that “understandability” receives higher

rates.

What should be further noted is the difference on the perceptions of those who
claimed an expertise on public sector accounting, the majority of which are public
sector executives, and those who have limited knowledge of public sector accounting.
Public sector executives and executives from oversight bodies appear to be more
satisfied with the change. However, this cannot be claimed, for the other user groups.
This finding may be interpreted as a need to provide accounting information in a
different manner to other user groups who are not keen on or familiar with public

sector accounting or accounting in general, as it happens with the majority of citizens.

Although citizens are usually characterized as not-interested, ignorant or even
“receivers of fiscal illusion” (Zimmermann, 1977), they constitute the basis of every
polity and therefore should be encouraged to become interested in public issues. This
is also in line with the accountability and transparency motto that is customarily found
in public sector accounting reform rhetoric. This could be achieved by providing

easily understandable information. As a lesson from the past comes the common,
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mainly during Pericles Golden Age, practice of constantly getting ancient Athenians
informed on public money spending through public inscriptions carved in stone,
visible to all (Blok, 2010). To an extent, citizens were thus “made” informed by
receiving easily accessible and comprehensive information. After all, citizens
constitute the most important group of users “in terms of numbers, voting power, and
financial support provided by taxes” (Daniels and Daniels, 1991; p. 19). If citizens
could understand the accounting information disclosed in financial statements this
would have multiple benefits. Transparency and accountability would probably
increase the willingness of citizens to contribute through their taxes to the
consolidation of Greek economy. The level of taxes in Greece while the country is
under the memorandum regime has soared. Citizens would probably appreciate
having a more clear view of the financial condition of the country and its progress
therein. This is an important implication for both policy makers and politicians. In the
examined case the instrument was addressed to citizens with at least average
accounting knowledge. It would be rather improper to ask people who have never
seen a balance sheet, to rate the uncommon statements produced by the Greek

government.

Nevertheless, the roots of the limited orientation to citizens’ needs of the Greek
governmental financial reporting could be traced in the deep bureaucratic and
hierarchical public administration structures grounded in administrative law, which
constitutes a common characteristic of European Continental countries. Against this
background, citizens are traditionally viewed as “subjects”, in contrast to the attitude

in Anglo-Saxon and Nordic countries which prioritize citizens’ needs (Torres, 2004).

At the same time, the finding that investors evaluate with average scores the outcome
of the accounting reform, in term of decision usefulness and information quality, has
several implications. For a country that tries to overcome a severe financial crisis, by
attracting international investors through mainly a major privatization programme that
is part of the memoranda signed with the Troika and restore the credibility of its
financial profile, the fact that the new accounting system produces reports of

moderate quality, is not a desirable outcome.
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Several studies have concluded on an inadequacy of accrual accounting in meeting
users needs (e.g. Paulsson, 2006; Kober et al., 2010). However, the poor evaluation
may be the result of poor implementation. Deeper analysis is necessary for tracking
down why the reforms did not succeed in achieving their purpose. The same holds
true for the Greek case. In this study the first signs of the assessment of the modified
cash basis are evident. A subsequent analysis could reveal whether the level of
satisfaction changes throughout time and in what direction. Alternative ways of
presenting this information to a wider audience of citizens should be also sought, so
as to enhance their active participation and to keep them informed. A research focused
on this dimension could shed light on whether the format of the presentation of the
information per se and not its accounting substance affects the perception on the
quality and decision usefulness of the information. These issues are discussed in more

depth in the “Implications” and “Further research”sections.

9.3 Decision-making during the accounting standards reform

In the last part of the study, the process under which the new modified cash-based
financial reporting system was developed in the Greek central government is
examined. As it appears from the conducted interviews and informal discussions, as
well as from the relevant archival data, the outcome of the process was highly
influenced by the role that each of the involved-to-the-reform actors played: voters,
politicians, bureaucrats and external consultants, as well as resource providers. The
analysis conducted provides corroborative evidence that citizens were both
uninformed and uninterested in the reform while the members of the parliament were
indifferent to the procedure, even though political will and commitment are
prerequisites for such reforms to be successful (Barzelay and Gallego, 2010).
Furthermore, it appears that even resource providers turned their attention away to
other ongoing administrative reforms. Therefore, the outcome is largely credited to
the developers of the new accounting standards; the bureaucrats and the external
consultants. As politicians and resource providers were absent from leading roles in
the reform process, it could be implied that the outcome of the reform was not

intended to satisfy a predefined clearly stated strategic goal.
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Although, the scope of the reform was the provision of useful and high quality
information, as well as the increase of transparency, these goals seem to be only partly
achieved. All interviewees agreed that although the new accounting framework
introduced improvements in governmental reporting, there are still many pending
issues left unresolved and work to be done in order to achieve the policy goals set in
the beginning. In the same realm, the analysis that preceded, indicates that the new
system improved accounting information quality and decision usefulness only at a
moderate level compared to the former applied cash basis system for governmental
accounting reporting. This implies that there is still information asymmetry among

preparers and users.

As decision making in the public sector is mainly characterized by economic
irrationality, several incidents during the development and implementation of the new
accounting standards bring in mind the choices made through a “garbage can” in
organizations operating as organized anarchies. In this “garbage can” various
solutions are dumped waiting for a problem to emerge and to be matched with. Thus,
in the case of governmental accounting standard setting in Greece bureaucrats chose

to use a previously applied solution and just adapt it to the central government level.

Bureaucracy appears to prevail in its confrontation with political leaders. This is
highlighted by the different orientation between the Ministry of Finance and the
bureaucrats, and the actual outcome of the reform. However, the relationship between
bureaucrats and external consultants requires deeper examination. Two different
“schools of thought” are evident in the development of P.D. 15/2011: external
consultants bring forth modernistic ideas, while bureaucrats try to defend their
routine. They both seem to hold their ground, and eventually, no one appears to be

completely satisfied with the result.

Specific importance should be also given to the behavior of external resource
providers. Although this change would be an important reform targeting to the
provision of a more accurate picture of the country’s financial condition, yet the
significance placed to its monitoring and implementation was relatively low. The
question that arises refers to the extent that external resource providers actually use

such information or not. Evidence is supportive to the fact that they do not, which, in /,

Athens University of Economics and Business, Dept. of Business Administration 149




PhD Thesis

turn, leads to more questions about the uses of accounting information vis-a-vis
budgeting information. External resource providers are very keen on monitoring
budget execution information which they further discuss extensively in the periodic
reports. On the contrary, there are no references to modified cash accounting
information. Therefore, it is not the use of financial information that is under question.
It is the nature and the content of information that matters. The fact that IMF or EC
review reports do not discuss accounting information deriving from the new system
leads to the conclusion that external resource providers may not find the modified

cash accounting information noteworthy, at least for the time being.

When combined with the short-termisim of the specific reform —i.e. no one seems to
know how the reform will evolve— even more questions arise: has this been a reform
to actually satisfy emerging needs, or was it a move aiming at just complying with the
demand to proceed in a reform? The study did not succeed in providing empirical
evidence in relation to the former reasoning. As the decision to change the
governmental accounting system had been made in a period when the economic
environment in Greece was totally different to that characterized by the Memoranda
signed with the Troika, the materialization of the project probably followed the forces
of inertia. As the reform was a project in-progress in the Ministry of Finance agenda it

had to be concluded.

Short-term planning in reforms constitutes a characteristic of Greece’s political
culture, which is further perpetuated through citizens’ indifference in public issues.
Nevertheless, political culture is not a concept that remains stable, but rather evolves
over time (Apospori, et al., 2010). Thus “creating” users that are informed and
interested could also assist towards preventing such cases of short-termism that
threaten long-term projects. One way to achieve this is by providing easily accessible
and comprehensive financial information to the public. Furthermore, the reduction or
even elimination of the impact of self interest and personal incentives of involved-
actors should be sought. Better monitoring of personal incentives is enhanced when
information asymmetry is reduced. The information asymmetry witnessed between
different users of the governmental accounting information could be reduced when

emphasis is placed to the achievement of high quality in financial reporting (Chan and
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Rubin, 1987). Supportive evidence on that exists in the private sector literature

(Brown and Hillegeist, 2007).

Several European countries are in the process of modernizing their governmental
accounting systems. Many of them have already proceeded in adopting IPSAS
(Brusca et al., 2013) while the implementation of European Public Sector Accounting
Standards (EPSAS) seems to be the way forward in governmental accounting in EU
in the foreseeable future (E.C., 2013). A possible research agenda would study the
process followed, more rational or more “garbage can” like, in the countries that
adopted IPSAS or other national developed governmental standards and the political,

social and financial factors that contributed to the selection on the decided standards.
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10. Conclusion

The scope of the dissertation is to analyze the process and the outcome of two
structural reforms of the Greek central government, that fall within the context of

public financial management.

Although, these reforms were recognized as being a necessity to the central
government due to the inefficiency attributed to the previously applied accounting
systems, the inevitability of their implementation became more evident only since
2010; the year that Greece found itself dependent of resources provided by the IMF
the E.C. and the ECB (I.e. the Troika). As it has been witnessed in several other cases,
the pressures coming form such lending organizations and the accompanying close
monitoring to reassure that the reforms are evolving towards the desirable outcomes
are expected to be quite intense and stressful, until they become routine to the state or

entity under reform.

As explained before, both cases constitute vital reforms for the Greek public sector:
the development and application of program budgeting complementarily to the
traditional could provide a great strategic advantage in terms of improved resource
allocation and expenses management, extremely useful especially in periods of
economic crises and fiscal recessions. The transition to an accounting basis closer to
accrual accounting, serves the need to provide more useful and transparent financial
accounting information to all interested users. As Greece was (and probably still is)
treated with suspicion as regards to its ‘accounting numbers’, the increased level of
quality and decision-usefulness in published financial statements could help towards
reversing this negative climate; at the same time could serve for both transparency

and accountability purposes.
When evaluating the process of these two reforms, their common characteristics lie on

the neo-institutional pressures imposing them to happen, and the resource dependency

which restricted to an extent any alternatives but their development, as well as the
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reaction of bureaucracy on their development and implementation process. Pressures

are recognized to derive from supranational organizations as well as the public.

Nevertheless, despite the undisputable advantages from the implementation of these
reforms, eventually, the level of success in achieving the initially-set targets is below
the optimum level. On the one hand, there is the abandoning of the budgeting reform
process after five years of intensive preparations, with the interim results of the pilot
programmes being highly appraised. More importantly, there is no officially
published document explaining the reasons that led to this decision and to inform all
those who might be interested, regarding future steps. Regarding these topic the
dissertation highlighted three facts: first, that eventually resource providers (the
Troika) were those who decided the cease of the project, and second that public’s
demand for this reform was part of government’s rhetoric and not of reality. The
abandoning of the project took place as it was considered to be a ‘luxury’ for the
Greek central government at that point. Other reforms needed to be implemented first.
How things advanced shows that neither the Troika had a clear view of the situation
and the needs in Greek public administration, as well as a clear plan. At a parallel
level the fact that citizens were just used as rhetoric of another stream of pressures
towards this change, points out the fact that Greek citizens are not aware and
interested in such reforms. Third, the Greek central government was not prepared for
this reform. The way the reform was operationalized and distributed among
personnel, the choice of performance indices, as well as the bureaucrats’ and even the
politicians’ culture of resistance to change (as they preferred to maintain their current
status) end up at the same conclusion: even if the program budget was not abandoned

it is very likely that it might have not been a successful reform.

On the other hand the suboptimal success of the financial reporting standards reform,
reveals several other, either complementary to the budgeting one or unique,
weaknesses. Although, significant improvements were introduced to financial
reporting through the new governmental accounting standards, there are many issues
left pending, and the final outcome did not achieve to satisfy the initially-set goals.
Once more, through the decision-making process, it appears that the Troika did not
show the anticipated level of interest through monitoring or evaluating the reform.

Citizens appear once again uninformed and uninterested, while politicians, /,
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bureaucrats and management consultants have different approaches to the reform,

instead of one, common and shared vision.

The other common characteristic of the two reforms is the mystery that covers what
the next steps will be. In both cases there is no long-term planning, only some vague
statements about “plans to implement an accrual accounting reform inspired by
IPSAS standards” made by GAO executives (PWC, 2014; p. 91). Greek citizens
appear to be uninterested and uninformed regarding these reforms, as a result of the
Greek political culture that does not encourage the more active engagement of the
public to public matters. Other groups of users with limited familiarity to accounting
and financial reporting show also indifference. Such examples include politicians,

who appear as not being interested to both reforms’ processes.

Furthermore, the stance of external resource providers is quite strange. Although they
strongly recommended the implementation of these reforms several years previous to
the MoU signing, and also as part of the MoU, in both cases they turned their
attention to other changes, implying that Greece had other priorities to fulfil first. This
stance though raises a lot of questions. Greece was much in need of them and could
benefit from them. At first through program budgeting the country could achieve the
much-needed rational resource allocation and appropriate expenditures management.
Secondly, by publishing qualitative and decision-useful financial statements, the
country could more easily attract international investors’ interests, as well as reverse
the climate of suspicion against “Greek numbers”. They acted like they had a low
perception of the vital role of such modern accounting tools. The rationalization
offered through the use of such accounting tools, could assist the country in
overcoming obstacles set by deeply cultivated bureaucracies. Nevertheless, the cost of
developing these systems in a period of austerity measures might provide an

explanation.

Finally, it is the significance of strong bureaucracy that would never allow for an
easily and smoothly implemented reform process. Especially, when such a move
could change the way public sector executives are used to work. However, this is also
a matter of creating the proper culture for change by inculcating the necessity of

improving “how things work here” through the adoption of modern tools, and from
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keeping track of international best practices, benchmarking and international trends in
general. The pivotal issue is not to imitate, but to be able to judge what suits the
specific country’s needs and is within its “league”; in other words a country should at

first complete the ‘basics’ before trying to engage to more demanding reforms.
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11. Implications for policy makers

The outcome of the analysis points towards four major directions that require further
thorough consideration on behalf of policy makers. The first refers to the ability of the
Greek central government (and public sector in general) to successfully complete such
accounting reforms. The second refers to the readiness level of the central government
to proceed in engaging with upcoming reforms in the near future. This requires
careful examining of both the costs and benefits of such reforms and their suitability
to the general strategic plan of the Greek public sector. The third deals with the
significance of linking budget to performance measurement. Finally, the fourth refers
to the need of certain public sector financial reporting user groups to more actively
engage into public finance issues such as the budget and the financial condition and
performance of the state, and how could the central government itself take the lead
and encourage such actions. These groups comprise of citizens, politicians, public
sector executives (other than those actually dealing with the budgeting process and the
financial reporting preparation), and in general all those user groups who do not have

an expertise on accounting and financial reporting.

11.1 Ability to successfully conclude reforms

The way the two under-examination reforms evolved brings up several material
issues, one of which refers to the ability of the central government to successfully
conclude such significant projects; especially when these projects change the
conditions under which the entity is used to operate. The successful implementation
of an organizational change is subject to various factors. The institutionalization of
the new system is often appraised as being the most important of these factors, while
moreover, the creation of a clear and inspiring vision and the commitment of the
leadership to it play a determining role (Kong, 2005; Fernandez and Rainey, 2006).
Otherwise, an ill diffusion of the new philosophy could give rise to resistance to
change or unwillingness to cooperate among the involved personnel leading
eventually to a failure or a low level of success to the implementation of the change.

Therefore, it is not an easy task. As Beckard and Harris (1987) put it, to reshape the
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capabilities of the personnel inside an organization, it requires that the knowledge,
skills, and abilities of this organization are in the state to carry out the necessary

requirements for successful change implementation (Beckard and Harris, 1987).

The international literature (Ferlie et al.’s, 2003; McNulty’s, 2003; Cinite et al., 2009)
points out specific characteristics of the public sector which act as impediments
towards any effort to change: its bureaucratic nature, the frequent change of high-
level managers, the aging of the workforce, etc.; all of which constitute typical
characteristics of the Greek public sector (OECD, 2011). That explains why, while
important reforms have been introduced, many cases of failure are recorded; and not

only in Greece, but also to various other settings (Ferlie et al.’s, 2003).

Therefore it is very important to create the appropriate climate inside the entity.
According to Holt, Armenakis, Harris and Field (2007) for the successful
implementation of a change, an organization before reaching the stage of
institutionalization, requires firstly to assess the organization’s level of readiness for
change. Assessing the level of readiness to change could offer a solution in order to
detect the climate inside an organization that is in the process of proceeding to an
important change. Readiness is witnessed when the “environment, structure, and
organizational members’ attitudes are such that employees are receptive to a

forthcoming change” (Holt, Armenakis, Harris and Field, 2007; p. 290).

The importance of measuring the readiness for change is highlighted by the numerous
attempts to create an instrument that would measure this level successfully (for a
complete review of all the developed instruments consult Holt, Armenakis, Field and
Harris (2007)). Nevertheless, all of the available instruments reviewed in their study
appear to lack of reliability and validity, leaving thus space for further improvements.
These instruments were mostly applied in cases of private sector organizations, but, as
stated by Cinite et al. (2009), the research on organizational change aspects did not
differentiate among the two sectors, despite the fundamental differences of their
characteristics. However, the reform attempts that are taking place in the public sector
the last thirty years have inspired researches such as those of Cinite ez al.’s (2009) and
Holt, Armenakis, Harris and Field (2007) which provide also insights from public

sector organizations. Within this framework it is highly recommended to the Greek
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central government, to assess the readiness climate and try to create a culture of
change by communicating appropriately the necessities of the change and the
philosophy behind the reform, thus engaging all involved actors to one common

vision.

11.2 Is Greece ready for IPSAS/ EPSAS?

Apart though from the readiness level, and a cultivated culture of change, there are
other more practical issues that should also be assessed prior to such change
decisions. These refer to a practical and detailed cost and benefit analysis, as well as
to an assessment of the reforms suitability to the general strategic plan of the Greek
central government. As already discussed, General Accounting Office executives cite
that there is a plan on moving to full accrual and even towards the adaptation of
IPSAS for governmental reporting purposes. This should be viewed within a wider
framework, with the European Commission recently opening the discussion of a move
towards international accounting standards and performing an assessment of the

suitability of IPSAS for a possible adoption by the European Union member states.

In February 2012 Eurostat published the consultation paper “Assessment of the
suitability of the International Public Sector Accounting Standards for the Member
States”. According to that a transition to IPSAS would result to greater comparability,
transparency and reliability of accounting between E.U. member states, as well as to
improved functioning of E.U.’s budgetary surveillance framework and its governance.
This would be achieved through the presentation of data in a ‘“clear, concise,
consistent and comparable” format. At the same time, though, such a move was
characterized as a “challenging and potentially high-cost project that would need

several years”.

In March 2013 the E.C. discussed this possibility. However, during the debate, IPSAS
were found unsuitable, due to certain weaknesses (i.e. complexity and
incompleteness), and thus as insufficient for an implementation by E.U. states (E.C.,
2013). Nevertheless, the outcome of this discussion gave rise to the idea of

developing a distinct European framework (EPSAS) with reference to IPSAS.
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However, in a Union of states with such diversity — in terms of public sector
accounting— as the E.U., were the majority of member-states are not applying a
common accounting base for governmental financial reporting, a move towards
adopting EPSAS could be a major reform hiding several risks and impediments;
undoubtedly such a move will be one of the most challenging reforms to come. The
readiness of each member state would depend on the country’s current accounting
system and its compatibility with accrual EPSAS, as well as on the organizational
climate and culture at the central government level. Depending on the states’ current
accounting standards, the change could involve the reforming of parts or of the entire
public accounting system, across many governmental entities. In particular, this could
involve major changes for underlying IT systems and staff training (E.C., 2013). As
regards to the Greek case, the accounting standards applied by the Greek central
government present very low convergence to the IPSAS framework, and consequently
to the EPSAS framework. Although the new accounting standards appear to be
influenced in some cases by IPSAS, the overall differences between the two
accounting models are fundamental. Therefore a mandatory application of EPSAS
would probably cause several problems in order for the Greek government to abide by
the new system. At the same time, a move towards the consolidation of the accounting
standards used by all levels of government in Greece, should take place, in order to

develop a better and holistic financial view of the entire general government.

A possible transition to EPSAS brings along several significant benefits for Greece. It
is expected that these accounting standards’ framework will promote the concepts of
accountability and transparency in financial reporting, which are deemed as being
necessary and useful for Greece, especially at the present time; this move could act as
a signal to international investors emphasizing to the reverse of Greece’s long lost
credibility. Nevertheless, such a move is also expected to be accompanied by several
significant costs. To name only few of them these costs include training and education
expenses for public sector employees, expenses for the necessary updates and
modifications of the IT systems, the costs for hiring consultants and highly skilled
personnel. All these costs presuppose a very careful analysis, which should be
conducted under the prism of the fact that Greece is operating under special financial
conditions, which have resulted to a very tight budget that does not leave much space

for ambitious and expensive projects. A first analysis recently conducted by PWC

Athens University of Economics and Business, Dept. of Business Administration 159




PhD Thesis

regarding the impact of EPSAS implementation (PWC, 2014), categorizes Greece as
the E.U. country suffering one of the highest cost impacts from such a move. More
specifically, Greece is found to have the lowest accounting maturity level in every
governmental level, as well as a very low IT maturity level, which consequently

affects the estimated cost of EPSAS implementation.

The low quality of the Greek public sector accounting systems pinpoints how
necessary is their reform. A potential move towards adopting EPSAS would definitely
pose a major reform, leading to various beneficial outcomes in the long term
perspective. It is deemed necessary, though, that detailed cost and benefit analysis as
well as an assessment of the level of readiness of the Greek central government,
should precede to such changes. This should be performed in two levels: firstly the
readiness level of the Greek central government in moving from modified cash basis
of accounting to full accrual, and second towards a possible decision of the E.C. that
all member states should mandatory adopt the EPSAS. Nevertheless, from another
point of view, if the above is not the case in the direct future, accounting reforms in
Greece could be more efficient if they are just simple, plain and easily
understandable. In this realm, in the case of moving to accrual this could happen by
following the “basics first” rule, avoiding thus complicated accounting rules that do

not add value to information qualities of the statements.

11.3 Reform of the budgeting system

The Greek central government budgeting system has suffered several shortcomings
due to the ineffectiveness detected during both the traditional budget development and
budget execution monitoring. The need to enhance the monitoring of the budget
processes and their efficiency, through strong control mechanism is demanding. From
the analysis that took place so far it is highly recommended that next steps should
once more involve the development of performance-based budgets. The benefits are
expected to be various as such a move could ideally lead to a better fund allocation
and monitoring of the processes. The need to change the present system that does not
relate input and outcome is indisputable as the state budget should have to achieve

clear targets deriving from the public policies.
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The application of program budgeting is expected to significantly assist public
managers and politicians towards this direction; that is in better assessing the
usefulness, the effectiveness and the efficiency of several central government
functions. The present dissertation provided insights into the first attempt to introduce
program budgeting in Greece and highlighted the difficulties faced during the process.
The knowledge gained from the unsuccessful attempt to introduce program budgeting
in Greece has important implications for understanding the factors that contribute to
the failure of accounting change at central government level. In any case, this
understanding of factors does not end only in the case of the budgeting reform; it is
also necessary for all other reforming attempts (e.g. the accounting standards’ one)

that could find impediments in the face of bureaucracy.

11.4 Alternative forms of reporting

Another important issue that came up from this research is the distance that citizens
and other non-accounting experts’ groups have from public issues, and the importance
of building a stronger binding between them and public finance matters. This
relationship could be sought by the central government itself in an attempt to capture
those groups’ interest and involvement. For these purposes, alternative forms of
reporting information to users have been developed and applied abroad, and could be
used also in Greece: these refer to “popular reporting” and “integrated reporting”.

Such forms should be taken into consideration by policy makers.

Popular reporting refers to the preparation of concise, easily read, comprehensive and
user-friendly financial reports mainly targeting citizens. Apart from citizens that
constitute their cornerstone user group, alternative audience of these reports could be
that of politicians, public sector employees, the media, community groups, and in
general all those user groups that do not claim an expertise in accounting and financial
reporting. The basic philosophy of popular reporting is the provision of a simplified
view of financial statements, avoiding both detailed analysis and the use of
complicated technical terms. The complexity of these reports is therefore driven by

the ‘maturity’ level of the users (i.e. citizens) and not of the preparers (Sharp et al.,
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1998). The provided information, however, derives from the formal financial
statements. Therefore popular reporting is neutral to the accounting systems
implemented. It would be equally applicable when an entity uses IPSAS, EPSAS or
any other set of nationally developed accounting standards provided that the summary
information in the popular reports corresponds to that in the official, audited financial
statements. Additionally, popular reports should be timely published, have a clearly
defined scope and highlight the existence of the formal set of financial statements for

those who would like to have more detailed information (GASB, 1987).

Through this alternative way of presenting governmental accounting information,
users that are not keen on or familiar with public sector accounting or accounting in
general, as it is the case with the majority of citizens, are encouraged to engage in
public matters. The “making” of interested citizens is expected to lead to multiple
benefits in the future. To give a simple but practical example, informed citizens could
be more willing to fulfill their tax payment obligations. In a broader sense, satisfied
constituents would support policies and legitimize politicians decision-making (Irvin

and Stansbury, 2004; Yusuf et al., 2013).

In practice, however, a paradox has been witnessed in relation to popular reports.
While many governmental entities respond to this trend and develop them, it has been
observed that at the same time they do not proceed in an active dissemination process
of the reports (Yusuf ez al., 2013). On the contrary they rather adopt a passive stance,
which indicates a slack connection between the rhetoric of having popular reports as a
means for accountability and transparency purposes and their distribution to citizens

in order accountability and transparency to be actually materialized.

Another interesting alternative form of reporting that could be especially useful to
investors is that of integrated reporting. Lately, there has been a lot of debate
regarding the suitability of this reporting type to the public sector, but scholars agree
that such a move would help in provided “holistic, useful and meaningful reporting”
(Adams and Simnett, 2011; p.293; Bartocci and Picciaia, 2013). To another extent,
though, if the information provided in an integrated report is to be presented in a
“popular reporting” manner, then a governmental entity could achieve a twofold goal:

on the one hand citizens and other non-accounting experts users would be encouraged /.
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to engage with public matters with simply presented information, while on the other
hand, the reporting entity would fulfill its reporting obligations, by providing a

“holistic” picture of its status to these users.
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12. Limitations and further research
This doctoral thesis is not limitations free. At the same time many paths for future

research have been revealed. To begin with, all the attempts that were made in order
to conduct interviews with responsible persons from the E.C., the IMF and the OECD,
in order to have an additional insight to the logic behind the suggestions and
recommendations of these organizations were unsuccessful. Despite the importance of
interviewing executives from the organizations to which Greece became dependent
for funding, none of these attempts was fruitful. Although a number of responsible
executives (as indicated in reports conducted by these organizations) were contacted
via e-mail, unfortunately no positive response was received. Five executives of the
IMF and the OECD recommended that the questions should be addressed to other
colleagues of theirs, while the rest did not reply at all. In the same realm, a number of
key persons belonging to other groups (Greek politicians and bureaucrats) refused to
take part in a formal interview that would touch on topics of public sector reform,
behaviour on change issues, etc. At the same time others preferred to avoid formal

interviews, and rather anonymously discuss their experiences.

As regards to the questionnaire based survey, although the sample of respondents is
quite limited (95 participants), it includes adequate representatives of all basic groups
of public sector financial reporting users. Therefore, the outcome provides a holistic
assessment of the two accounting bases that is based on the users’ perceptions.
Moreover, the response rate is quite satisfactory. On the other hand, other relevant
studies in the private sector present almost the same numbers of participants (e.g.

Kober et al., 2010).

Regarding the potential for future research, this could be categorised in the following
general topics: the conduction of a detailed analysis of the differences between the
new Greek governmental accounting standards and the EPSAS framework, an
analysis focusing on the specific problematic issues of the new Greek accounting
standards, as for example the case of Greek state property registration and
measurement, the development of a methodology for the assessment of the readiness

for change level, and finally, the further examination of issues that fall within the
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development of alternative types of reporting that would target to the provision of

easily understandable accounting information to citizens.

12.1 Analysis of differences from the EPSAS framework

As a move towards a mandatory adoption of EPSAS could be a potential future
decision made by the E.C., systematic monitoring and updating on how these
standards evolve should tale place. More importantly an analysis on the differences
between the EPSAS framework and the Greek accounting standards in every
government level should be performed. Although, there are many possible benefits for
Greece in the long-term perspective (e.g. increased transparency, credibility, validity,
accountability), there are also various impediments that could raise significant
expenses (conceptual and technical accounting issues, modification of national

accounting frameworks, modification and modernization of IT systems, etc.).

Although EPSAS are in an early stage of development, the fact that they are based to
a great extent on IPSAS, provides a benefit to those countries that want to evaluate
earlier the differences expected to rise from a subsequent transition. In the Greek case,
despite the fact that the conceptual frameworks of IPSAS and EPSAS present various
similarities, they both have a great distance from the Greek governmental accounting
standards. Although the modified cash basis developed in Greece turned out to be
influenced in several cases by international accounting standards (IFRS and IPSAS,
through mainly their similarities with IFRS), a brief overview of the two accounting
frameworks would highlight the substance of their differences. Therefore, in the
present time, an analysis of the differences between Greek governmental accounting
standards and IPSAS (gap analysis) would be very useful as in this way a first
recording of the distance between the two systems would be performed. At the same
time such a move would initiate some first actions towards familiarization with the

new accounting concepts promoted by IPSAS and EPSAS.
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12.2 Significant issues before a move to accrual (state property
measurement)

Despite the fact that the whole process of a transition towards accrual is still on an
early stage, it is evident that several issues of significant importance are to a great
extent neglected. Such an example is the treatment of fixed assets. Especially in a
period were the issue of state-owned assets’ privatizations is extremely “hot” for the
Greek government. Accounting information could become a powerful tool in the
hands of Greek government in order to proceed with exploitation decisions for the
state property that would be beneficial for the public economy and therefore for the
citizens. Relying solely on ad-hoc valuation of property only in cases that an asset is
to be sold does not help towards registering the value of state-owned property that
would help Greece to enforce its bargaining position during public debt negotiations.
Moreover, this valuation is not technically, at least in principle, difficult to be
performed as the state property under question does not include heritage assets or
collections which in the international literature (e.g. Carnegie and West, 2005)

constitute controversial issues.

The accounting treatment for state property as described in Greek governmental
standards is neither useful nor informative for privatisation decisions from several
fronts. More specifically, for assets that are to be sold while being in government’s
assets portfolio before the beginning of 2011, the Greek governmental standards
provide only for information that is confined to a fair value estimation produced by
certified valuators at the time of the information request. Additionally, as far as assets
that are to come in Greek government’s possession after 2011 are concerned, just
having the assets’ historical acquisition cost registered to the governmental
accounting books without proceeding in any adjustments that correspond at least to

depreciation does not provide any reliable indication of their value.

The Greek cadastre is considered to be incomplete and inaccurate and the grand
majority of the state-owned assets are unknown, violated and claimed, leaving only a
small percent of reliably registered assets. Probably Greece is not the only country

experiencing this reality. Therefore, guidelines on the accounting treatment of such
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cases provided by accounting standards and IPSAS in particular would be very

helpful in order for the state to keep track of a considerable part of the state property.

A very interesting dimension that should be explored in a future study refers to the
way other countries have registered their state property and overcome legal problems
like the ones Greece experiences. Such a research could provide useful input in
deciding the most proper way to face such issues. Moreover, an examination of the
Greek central government’s level of readiness in adopting accrual accounting or even
IPSAS and the implications of any such choice on privatization issues would reveal

further interesting aspects.

12.3 Readiness for change

As the first attempts to proceed in the under examination reforms were either
abandoned or not successfully concluded, a next step of the dissertation outcome will
be the assessment of the readiness level of the Greek central government in
proceeding to such tasks. As new attempts are expected to happen, perhaps also in the
near future, it is deemed highly necessary to conduct an assessment analysis. In many
cases the success is hidden in the existence of inspiring strategy and vision, internal
support through participation, support and commitment of high-level executives,
existence of resources and the institutionalization of the change through the creation

and diffusion of a culture of change (Fernandez and Rainey, 2006; Yang, 2009).

The readiness-for-change level constitutes a precursor of resistance or support
behaviors. It is therefore very important for the management to know the level to
which the entity is ready to accept the forthcoming change, especially when it comes
to issues of modernizing accounting systems that introduce new concepts for the
Greek standards. Given that these changes introduce performance measurement in the
Greek public sector, transparency, reliability and accountability, their importance for
the existing culture, the possible resistance, and the necessity of the readiness-level

assessment, are unquestionable.
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Nevertheless, the various models developed towards this direction are judged as
lacking in issues of validity and reliability (Holt ef al., 2007). Therefore there is space
for revision and improvement of these models, and even for the development of a
model especially suitable for the public sector. A future study would proceed in
reviewing the relevant models internationally developed (Cunningham et al., 2002;
Jones et al., 2005; Holt et al., 2007), in order to create a model that will focus in the
Greek public sector environment. This model will record the readiness level of
governmental entities in introducing administrative changes, and could be useful in
the modernizing attempts of the Greek public sector. The first steps would require
following Hinkin’s (1998) combination of quantitative and qualitative analysis, the
choice of the parameters that measure readiness-for-change through the study of
relevant international literature and the conduction of interviews with high-level
executives of the Greek general government. Following that, a questionnaire
disseminated to public sector executives would test the selected parameters, and

record the readiness level.

12.4 A proposal of an alternative form of reporting: Introducing
Integrated Popular Reporting

Another possible direction for future research refers to the issues of developing
alternative forms of financial statements that would attract and encourage citizens to
more actively participate to public finance issues. As mentioned previously
(‘Implications’ section) a possible combination of the feature of integrated and
popular reporting types, could provide directions towards that way. The presentation
of these two forms of reporting reveals the usefulness of providing additional —to the
traditional financial- information to users of public sector accounting reports. At the
same time it is evident that if this information is not presented in a concise,
comprehensive and attractive manner, the reports will fail to capture the average
citizen’s interest. The new reporting-era in order to be successful and effective should
be innovative as well. In other words there is no reason to compromise with the
provision of easily understandable but just financial information, or with the provision
of numerous-paged rich in non-financial information but complex reports. The answer

could be hiding somewhere in the middle of this “pole of complexity”
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The proposed scheme of Integrated Popular Reporting could be therefore a synthesis
under which popular reports would be enhanced to include basic and necessary
information of the other major pillars of a public sector entity’s well being, prosperity
and value creation. In this way the reports would provide a holistic, useful and
meaningful information set in an easily comprehensive and attractive manner. The
proposed framework would achieve two goals simultaneously: on one hand, citizens
would be encouraged to engage with public matters with simply presented
information while on the other hand, the reporting entity would fulfill its reporting

obligations, by providing a “holistic” picture of its status to citizens.

Future research potential would target to the development of a framework for a new
form of reports aiming at addressing citizens’ information needs by synthesizing the
main characteristics of the emerging reporting schemes of integrated reporting and
popular reporting. This would require the involvement of experts’ opinion (policy
makers, public sector entities, citizens’ representation groups, etc.) on these topics
through the conduction of interviews and discussions or through the development of a
questionnaire in order to come up with a template and outline that will be inclusive

and informative while striking a balance between completeness and selectiveness.

Athens University of Economics and Business, Dept. of Business Administration 169 \




PhD Thesis

References

Adams, S. and Simnett, R. (2011). “Integrated Reporting: An Opportunity for
Australia's Not—for - Profit Sector”, Australian Accounting Review, Vol. 21, No. 3,
pp- 292-301
Adhikari, P., Kuruppu, C. and Matilal, S. (2013). “Dissemination and
institutionalization of public sector accounting reforms in less developed
countries: A comparative study of the Nepalese and Sri Lankan central
governments”, Accounting Forum, Vol. 37, No. 3, pp. 213-230

Alesina, A. and Tabellini, G. (2007). “Bureaucrats or politicians? Part I: a single
policy task”, The American Economic Review, Vol. 97, No. 1, pp. 169-179

Amborski, D. (2011). “Municipal Responses to the Fiscal Downturn in Canada:
Performance Budgeting”, Local Government Finance in Times of Crisis: An Early
Assessment, NISPAcee Press

Andrews, M. (2006). “Beyond ‘best practice’ and ‘basics first’ in adopting
performance budgeting reform”, Public Administration and Development, Vol. 26,
pp- 147-161

Andrews, M. (2013). “Explaining positive deviance in public sector reforms in
development”, WIDER Working Paper: No. 2013/117

Anessi-Pessina, E., Nasi, G. and Steccolini, 1. (2008), “Accounting reforms:
Determinants of local governments’ choices”, Financial Accountability and
Management, Vol. 24, No. 3, pp. 321-342.

Annisette, M. (2004). “The true nature of the World Bank”, Critical Perspectives on
Accounting, Vol. 15, No. 3, pp. 303-323

Anthony, R. (1978), Financial accounting in non-business organizations: An
Exploratory Study of Conceptual Issues, Financial Accounting Standards Board,
Stamford, CT

Apospori, E., Avlonitis, G. and Zisouli, M. (2010). “Political Culture and Perception
of Political Marketing Tools: A Cross-Generational Comparison”, Journal of
Political Marketing, Vol. 9, No. 1-2, pp. 111-134.

Asociacion Espanola de Contabilidad y Administracion de Empresas —~AECA (2001),
Marco Conceptual para la Informacion Financiera de las Entidades Publicas,

Madrid.

Sotirios Karatzimas 170 |




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

Athukorala, S. and Reid, B. (2003), Accrual budgeting and accounting in government
and its relevance for developing member countries, Manila: Asian Development
Bank.

Australian Accounting Research Foundation and Public Sector Accounting Standards
Board (1990a), SAC 2 Objective of General Purpose Financial Reporting

Australian Accounting Research Foundation and Public Sector Accounting Standards
Board (1990b), SAC 3 Qualitative Characteristics of Financial Information

Bale, M. and Dale, T. (1998), “Public sector reform in New Zealand and its relevance
to developing countries”, The World Bank Research Observer, Vol. 13, No. 1, pp.
103-121

Ball, 1., Dale, T., Eggers, W. D. and Sacco, J. (1999), “Reforming Financial
Management in the Public Sector: Lessons US Officials Can Learn From New
Zealand”, Policy Study No. 258. Los Angeles: Reason Public Policy Institute.
Reason Foundation

Barth, M., Biever, W. and Landsman, W. (2001), “The relevance of the value
relevance literature for financial accounting standards setting: another view”,
Journal of Accounting and Economics, Vol. 31, pp. 77-104.

Bartocci, L. and Picciaia, F. (2013). Towards Integrated Reporting in the Public
Sector. In Integrated Reporting (pp. 191-204), Eds: Busco, S., Frigo, M., Riccaboni,
A., Quattrone, P. Springer International Publishing

Barton, A. (1999), “Land under roads — A financial Bonanza or fool’s gold?”,
Australian Accounting Review, Vol. 9, No. 1, pp. 9-15.

Barton, A. (2009), “The use and abuse of accounting in the public sector financial
management reform program in Australia”, Abacus, Vol. 45, No. 2, pp. 221-248.

Barzelay, M. and Gallego, R. (2010), “The comparative historical analysis of public
management policy cycles in France, Italy, and Spain”, Governance, Vol. 23, No.
2, pp. 209-223

Beckhard, R. and Harris, R. T. (1987). Organizational transitions: Managing
complex change, 2™ Ed., Reading, MA: Addison-Wesley

Beretta, S. and Bozzolan, S. (2004), “A framework for the analysis of firm risk
communication”, The International Journal of Accounting, Vol. 39, No. 3, pp.

265-288.

Athens University of Economics and Business, Dept. of Business Administration 171




PhD Thesis

Bergmann, A. (2012), “The influence of the nature of government accounting and
reporting in decision-making: evidence from Switzerland”, Public Money and
Management, Vol. 32, No. 1, pp. 15-20.

Bisman, J. (2010). “Post-positivism and accounting research: A (personal) primer on
critical realism”, Australasian Accounting Business and Finance Journal, Vol. 4,
No. 4, pp. 3-25

Blok, J. (2010), “Deme Accounts and the Meaning of hosios Money in Fifth-Century
Athens”, Mnemosyne: A Journal of Classical Studies, Vol. 63, No. 1, pp. 61-93.

Bouckaert, G. and Balk, W. (1991). “Public productivity measurement: Diseases and
cures”, Public Productivity & Management Review, Vol. 15, No. 2, pp. 229-235

Bourgon, J. (1998) Fifth Annual Report to the Prime Minister on the Public Service of
Canada, Ottawa: Privy Council Office.

Brown, S. and Hillegeist, S. (2007). “How disclosure quality affects the level of
information asymmetry”, Review of Accounting Studies, Vol. 12, No. 2-3, pp.
443-477

Brumby, J. in Schiavo-Campo, Salvatore and Tommasi (eds.) (1999), Managing
Government Expenditure. Manila: Asian Development Bank.

Brusca Alijjarde, 1. (1997), “The usefulness of financial reporting in Spanish local
governments”, Financial Accountability and Management, Vol. 13, No. 1, pp. 17-
34.

Brusca, 1., Montesinos, V. and Chow, D. S. (2013). “Legitimating International Public
Sector Accounting Standards (IPSAS): the case of Spain”, Public Money &
Management, Vol. 33, No. 6, pp. 437-444

Buckho, A. (1994). “Barriers to strategic transformation”, Advances in Strategic
Management, Vol. 10, pp. 81-106

Budding, T. and Grossi, G. (2015). Public sector budgeting, in Public Sector
Accounting, Budding, Grossi and Tagesson (Eds.), Routledge

Buti, M. and Guidice, G. (2002), “Maastricht’s Fiscal Rules at Ten: An Assessment”,
JCMS: Journal of Common Market Studies, Vol. 40, No. 5, pp. 823-848

Canadian Institute of Chartered Accountants (2009a), Public Sector Accounting
Handbook, PS 1000 Financial Statement Concepts

Canadian Institute of Chartered Accountants (2009b), Public Sector Accounting
Handbook, PS 1100 Financial Statement Objectives

Sotirios Karatzimas 172




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

Carlin, T. (2005), “Debating the impact of accrual accounting and reporting in the
public sector”, Financial Accountability and Management, Vol. 21, No. 3, pp.
309-336.

Carmona, S. (2012). “Is there anything more practical than a good theory?”,
Qualitative Research in Accounting & Management, Vol. 9, No.3, pp. 276-278
Carnegie, G. and West, B. (2005). “Making Accounting Accountable in the Public

Sector”, Critical Perspectives on Accounting, Vol. 16, pp. 905-928

Carpenter, V. and Feroz, E. (2001). “Institutional theory and accounting rule choice:
an analysis of four US state governments’ decisions to adopt generally accepted
accounting principles”, Accounting, Organizations and Society, Vol. 26, pp. 565-
596

Chan, J. and Rubin, M. (1987). “The role of information in a democracy and in
government operations: The public choice methodology”, Research in
Governmental and Nonprofit Accounting, Vol. 3, pp. 3-27

Chan, JL (2003). “Government accounting: An assessment of theory, purpose and
standards”, Public Money and Management, Vol. 1, pp. 13-20

Cheng, R. H. (1992). “An empirical analysis of theories on factors influencing state
government accounting disclosure”, Journal of Accounting and Public Policy,
Vol. 11, No. 1, pp. 1-42

Christensen, T. and Lagreid, P. (2001), “New Public Management: The effects of
contractualism and devolution on political control”, Public Management Review,
Vol. 3, No. 1, pp. 73-94

Christensen, M. (2002), “Accrual accounting in the public sector: the case of the New
South Wales government”, Accounting History, Vol. 7, No. 2, pp. 93-124.

Christensen, T. and Legreid, P. (2002). “New Public Management: Puzzles of
Democracy and the Influence of Citizens”, Journal of Political Philosophy, Vol.
10, pp. 267-295

Christensen, M. (2005). “The ‘Third Hand’: private sector consultants in public sector
accounting change”, European Accounting Review, Vol. 14, No. 3, pp. 447-474

Christensen, M. (2007). “What we might know (but aren’t sure) about public sector
accrual accounting”, Australian Accounting Review, Vol. 17, No. 1, pp. 51-65

Christiaens, J. (2003), “Accrual accounting reforms in Belgian local governments: a
comparative examination”, Journal of Public Budgeting, Accounting & Financial

Management, Vol. 15, No. 1, pp. 92-109.

Athens University of Economics and Business, Dept. of Business Administration 173




PhD Thesis

Christiaens, J. and Wielemaker, E. D. (2003), “Financial accounting reform in
Flemish universities: an empirical study of the implementation”, Financial
Accountability and Management, Vol. 19, No. 2, pp. 185-204.

Christiaens, J. and Rommel, J. (2008), “Accrual accounting reforms: only for
businesslike (parts of) governments”, Financial Accountability and Management,
Vol. 24, No. 1, pp. 59-75.

Christiaens, J., Reyniers, B. and Rolle, C. (2010), “Impact of IPSAS on reforming
governmental financial information systems: a comparative study”, International
Review of Administrative Sciences, Vol. 76, No. 3, pp. 537-554.

Cinite, 1., Duxbury, L. E. and Higgins, C. (2009). “Measurement of perceived
organizational readiness for change in the public sector”, British Journal of
Management, Vol. 20, No. 2, pp. 265-277

Cohen, M. D., March, J. G. and Olsen, J. P. (1972). “A garbage can model of
organizational choice”, Administrative science quarterly, Vol. 17, No. 1, pp. 1-25

Cohen, J., Krishnamoorthy, G. and Wright, A. (2004), “The corporate governance
mosaic and financial reporting quality”, Journal of Accounting Literature, Vol.
23, pp. 87-152

Connolly, C. and Hyndman, N. (2006), “The actual implementation of accruals
accounting: Caveats from a case within the UK public sector”, Accounting,
Auditing & Accountability Journal, Vol. 19, No. 2, pp.272 — 290.

Coombs, H. M. and Jenkins, D. E. (1994). Public sector financial management.
London: Chapman & Hall.

Cooper, D., Hayes, D. and Wolf, F. (1981), “Accounting in organized anarchies:
Understanding and designing accounting systems in ambiguous situations”,
Accounting, Organizations and Society, Vol. 6, No. 3, pp. 175-191.

Corcoran, J. and McLean, F. (1998). “The selection of management consultants: how
are governments dealing with this difficult decision? An exploratory study”,
International Journal of Public Sector Management, Vol. 11, No. 1, pp. 37-54

Coy, D., Dixon, K., Buchanan, J. and Tower, G. (1997), “Recipients of public sector
annual reports: Theory and an empirical study compared”, The British Accounting
Review, Vol. 29, No. 2, pp. 103-127

Cunningham, C. E., Woodward, C. A., Shannon, H. S., Maclntosh, J., Lendrum, B.,

Rosenbloom, D., et al. (2002). “Readiness for organizational change: A

Sotirios Karatzimas 174




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

longitudinal study of workplace, psychological, and behavioral correlates”,
Journal of Occupational and Organizational Psychology, Vol. 75, pp. 377-392

Curristine, T., Lonti, Z. and Jounard, 1. (2007). “Improving public sector efficiency:
Challenges and opportunities”, OECD Journal on Budgeting, Vol. 7, Issue 1, pp.
1-41

Daniels, J. and Daniels, C. (1991), “Municipal financial reports: What users want”,
Journal of Accounting and Public Policy, Vol. 10, No. 1, pp. 15-38

Derlien, H. U. (1998) From Administrative Reform to Administrative Modernization,
University of Bamberg: Lehrstuhl fiir Verwaltungswiss

Diamond, J. (2005). “Establishing a performance management framework for
government”, Working Paper 50, International Monetary Fund

DiMaggio, P.J. and Powell, W. (1983). “The iron cage revisited: Institutional
isomorphism and collective rationality in organizational fields”, American
Sociological Review, Vol. 48, pp. 147-160

Drebin, A., Chan, J. and Ferguson, L. (1981), Objectives of Accounting and Financial
Reporting for Government Unit: A Research Study, NCGA

Duffield, J. (1999). “Political Culture and State Behavior: Why Germany Confounds
Neorealism”, International Organization, Vol. 53, No. 4, pp. 765-803

Dunleavy, P. and Hood, C. (1994). “From old public administration to new public
management”’, Public money & management, Vol. 14, No. 3, pp. 9-16

Dunn, W. N. and Miller, D. Y. (2007). “A critique of the new public management and
the neo-Weberian state: advancing a critical theory of administrative reform”,
Public Organization Review, Vol. 7, No. 4, pp. 345-358

Dunsire, A. (1995). “Administrative theory in the 1980s: a viewpoint”, Public
Administration, Vol. 73, pp. 17-40

Ellwood, S. and Newberry, S. (2007), ‘“Public sector accrual accounting:
institutionalising neo-liberal principles”, Accounting, Auditing & Accountability
Journal, Vol. 20, No. 4, pp. 549-573.

European Commission (2007) “Public Finances in EMU”, European Economy, No. 3

European Commission (2011). European Economy — The Economic Adjustment
Programme for Greece: Fifth review, October 2011

European Commission (2013), Commission staff working document accompanying

the “Report from the Commission to the Council and the European Parliament

Athens University of Economics and Business, Dept. of Business Administration 175




PhD Thesis

Towards implementing harmonised public sector accounting standards in Member
States: The suitability of IPSAS for the Member States”, March 2013

Eurostat (1996) European System of National and Regional Accounts (ESA9Y),
Luxembourg: Office for Official Publications oh the European Communities.

Farazmand, A. (1998), “Privatisation or reform? Public enterprise management in
transition”, International Review of Administrative Sciences, Vol. 65, No. 4, pp.
551-568

Featherstone, K. (2014). “External conditionality and the debt crisis: the “Troika’and
public administration reform in Greece”, Journal of European Public Policy, DOI:
10.1080/13501763.2014.955123

FEE (Fédération des Experts Comptables Europeens). (2007). “Accrual Accounting in
the Public Sector”, paper presented to the FEE Public Sector Committee,

http://www.fee.be/publications/default.asp?library ref=4&content _ref=635

Ferlie, E., Hartley, J. and Martin, S. (2003). “Changing public service organizations:
current perspectives and future prospects”, British Journal of Management, Vol.
14, No. 1, pp. S1-S14

Fernandez, S. and Rainey, H. (2006). “Managing successful organizational change in
the public sector”, Public Administration Review, Vol. 66, Issue 2, pp. 168-176

Financial Accounting Standards Board — FASB (1978), “Objectives of financial
reporting by business enterprises”, Statement of financial accounting concepts No.
1, Financial Accounting Standards Board, Stamford, CT.

Financial Accounting Standards Board — FASB (1985), “Elements of financial
accounting statement”, Statement of Financial Accounting Concepts No. 6,
Financial Accounting Standards Board, Stamford, CT.

Gaeremynck, A., and Willekens, M. (2003), “The endogenous relationship between
audit-report type and business termination: evidence on private firms in a non-
litigious environment”, Accounting and Business Research, Vol. 33, No. 1, pp.
65-79.

Gaffney, M. A. (1986), “Consolidated versus fund-type accounting statements: The
perspectives of constituents”, Journal of Accounting and Public Policy, Vol. 5,
No. 3, pp. 167-189

Garri, L. (2010). “Political short-termism: a possible explanation”, Public Choice, Vol.

145, No. 1-2, pp. 197-211

Sotirios Karatzimas 176 |




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

Gilmour, J. and Lewis, D. (2006). “Does performance budgeting work? An
examination of the Office of Management and Budget’s PART scores”, Public
Administration Review, Vol. 66, Issue 5, pp. 742-752

Giroux, G. (1989). “Political interests and governmental accounting disclosure”,
Journal of Accounting and Public Policy, Vol. 8, No. 3, pp. 199-217

Goddard, A. (2010). “Contemporary public sector accounting research—An
international comparison of journal papers” The British Accounting Review, Vol.
42, No. 2, pp. 75-87

Governmental Accounting Standards Board — GASB (1985), The needs of users of
governmental financial report: A Research Report

Governmental Accounting Standards Board — GASB (1987), Concept’s Statements
No. 1 Objectives of Financial Reporting

Grossi, G. and Soverchia, M. (2011), “European Commission adoption of IPSAS to
reform financial reporting”, Abacus, Vol. 47, No. 4, pp. 525-552.

Grossi, G. and Steccolini, I. (2014). “Guest Editorial: Accounting for public
governance”, Qualitative Research in Accounting & Management, Vol. 11, No. 2,
pp- 86-91

Gruening, G. (2001). “Origin and theoretical basis of New Public Management”,
International public management journal, Vol. 4, No. 1, pp. 1-25

Guthrie, J. and English, L. (1997). “Performance information and programme
evaluation in the Australian public sector”, International Journal of Public Sector
Management, Vol. 10, Issue 3, pp. 154-164

Guthrie, J. (1998), “Application of the accrual accounting in the Australian public
sector: rhetoric or reality?”, Financial Accountability and Management, Vol. 14,
No. 1, pp. 1-19

Guthrie, J., Olson, O. and Humphrey, C. (1999). “Debating developments in new
public financial management: the limits of global theorising and some new ways
forward”, Financial Accountability & Management, Vol. 15, No. 3-4, pp. 209-228

Guthrie, J., Humphrey, C., Jones, L. R. and Olson, O. (2005). International Public
Financial Management Reform: Progress, Contradictions and Challenges.
Greenwich: Information Age Publishing.

Guyomarch, A. (1999). “‘Public Service’, ‘Public Management’ and the
modernization of French public administration”, Public Administration, Vol. 77,

No. 1, pp. 171-93

Athens University of Economics and Business, Dept. of Business Administration 177




PhD Thesis

Hathorn, M. (2008). IPSASB: Service Concession Arrangements. Public investment
and public-private partnerships: addressing infrastructure challenges and
managing fiscal risks, 245

Haque, M. S. (2007). “Revisiting the new public management”, Public Administration
Review, Vol. 67, No. 1, pp. 179-182

Hay, L.E. and Antonio, J.F. (1990), “What users want in government financial
reports”’, Journal of Accountancy, Vol. 170, No. 2, pp. 91-95.

Hay, D. (1994), “Who uses public sector external reports? An exploration”,
Accounting Forum, Vol. 17, No. 4, pp. 47-65.

Healy, P. and Wabhlen, J. (1999), “A review of the earnings management literature
and its implications for standard setting”, Accounting horizons, Vol. 13, No. 4, pp.
365-383

Heckman, J, Heinrich, C. and Smith, J. (1997). “Assessing the performance of
performance standards in public bureaucracies”, American Economic Review,
Vol. 82, pp. 389-395

Henke, E. O. (1988). Introduction to non-profit organization accounting. PWS-Kent
Publishing Company, Boston.

Hepworth, N. (2003), “Preconditions for successful implementation of accrual
accounting in central government,” Public Money & Management, Vol. 23, No. 1,
pp- 37-44.

Hernidndez, A. and Pérez, C. (2004), “The relevance of Spanish local financial
reporting to credit institution decisions: An empirical study”, International
Journal of Public Sector Management, Vol. 17, No. 2, pp. 118-135.

Hiltebeitel, K. (1992), “A look at the modified cash basis”, The CPA Journal, Vol.
62, No. 2, pp. 49-53.

Hines, R. (1988), “Financial accounting: in communicating reality, we construct
reality”, Accounting, Organizations and Society, Vol. 13, No. 3, pp. 251-261.

Hinkin, T. (1998). “A brief tutorial on the development of measures for use in survey
questionnaires”, Organizational Research Methods, Vol. 1, pp. 104-121

Hirst, D. E., Hopkins, P. E. and Wahlen, J. M. (2004), “Fair values, income
measurement, and bank analysts' risk and valuation judgments”, The Accounting
Review, Vol. 79, No. 2, pp. 453-472

Hofstede, G. (1981). “Management control of public and not-for-profit activities”,

Accounting, Organizations and Society, Vol. 6, No. 3, pp. 193-211

Sotirios Karatzimas 178




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

Holt, D., Armenakis, A., Field, H. and Harris, S. (2007). “Readiness for
organizational change: the systemic development of a scale”, Journal of Applied
Behavioral Science, Vol. 43, No. 2, pp. 232-255
Holt, D. T., Armenakis, A. A., Harris, S. G. and Feild, H. S. (2007). “Toward a
comprehensive definition of readiness for change: A review of research and
instrumentation”, Research in organizational change and development, Vol. 16,
pp. 289-336

Hood, C. (1991). “A public management for all seasons?”’, Public administration,
Vol. 69, No. 1, pp. 3-19

Hood, C. (1995). “The ‘New Public Management’ in the 1980s: variations on a
theme”, Accounting, organizations and society, Vol. 20, No. 2, pp. 93-109

Hood, C. and Peters, G. (2004). “The middle aging of new public management: into
the age of paradox?”, Journal of public administration research and theory, Vol.
14, No. 3, pp. 267-282

Hoskin, K. (1994). “Boxing clever: for, against and beyond Foucault in the battle for
accounting theory”, Critical Perspectives on Accounting, Vol. 5, No. 1, pp. 57-85

Hughes, O. E. (1998), Public Management and Administration, Macmillan, London

Ingram, R.W., Petersen, R.J. and Work Martin, S. (1991), Accounting and Financial
Reporting for Governmental and Nonprofit Organization: Basic Concepts,
McGraw Hill, New York, NY.

International Accounting Standards Board (2010), Conceptual Framework for
Financial Reporting

International Federation of Accountants (1991), Financial Reporting by National
Governments

International Federation of Accountants Public Sector Committee (1998), Guideline

for Governmental Financial Reporting: Exposure Draft. New York: IFAC PSC
International Federation of Accountants Public Sector Committee (PSC) (2000),
Study 11 — Government Financial Reporting: Accounting Issues and Practices.
New York: IFAC

International Federation of Accountants (2008), IPSAS Adoption by Governments.
IPSASB, September 2008

International Labour Office (2011). “Report on the High Level Mission to Greece”,
Athens, 19-23 September 2011

Athens University of Economics and Business, Dept. of Business Administration 179 |




PhD Thesis

International Monetary Found. (2001a). Government Finance Statistics Manual.
Washington, DC.

International Monetary Found. (2001b). Manual on Fiscal Transparency.
Washington, DC: Fiscal Affairs Department

International Monetary Fund (2005a). “Greece: A Strategy for Modernizing Budget
Management”, August 2005

International Monetary Fund (2005b). “Greece: Report on Observance of Standards
and Codes — Fiscal Transparency Module — Update”, February 2005

International Monetary Fund (2006). “Greece: Report on Observance of Standards
and Codes — Fiscal Transparency Module”, February 2006

International Monetary Fund (2010). “Greece: Staff Report on Request for Stand-By
Arrangement”, May 2010

International Monetary Fund (2013). Greece: Letter of Intent, Memorandum of
Economic and Financial Policies, and Technical Memorandum of Understanding,
July 2013

International Public Sector Accounting Standards Board (1996). Definition and
Recognition of Expenses/Expenditures

International Public Sector Accounting Standards Board (2011a), Consultation Paper
on “Reporting Service Performance Information”, October 2011

International Public Sector Accounting Standards Board (2011b), Transition to the
accrual basis of accounting: Guidance for public sector entities

International Public Sector Accounting Standards Board (2013a), Conceptual
Framework for General Purpose Financial Reporting by Public Sector Entities

International Public Sector Accounting Standards Board (2013b), Handbook of
International Public Sector Accounting Pronouncements

International Public Sector Accounting Standards Board (2013c), Exposure Draft
(ED) 54, Reporting Service Performance Information

Intervencion General de la Administracion del Estado -IGAE (1991), “Principios
contable pu” blicos”, Documento No. 1, Madrid.

Irvin, R. A. and Stansbury, J. (2004), “Citizen participation in decision making: is it

worth the effort?”, Public administration review, Vol. 64, No. 1, pp. 55-65.
Jackson, P. M. (1995). Measures for success in the public sector. The Chartered

Institute of Public Finance and Accountancy, London: U.K.

Sotirios Karatzimas 180




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

Jarvinen, J. (2006). “Institutional pressures for adopting new cost accounting systems
in Finnish hospitals: Two longitudinal case studies”, Financial Accountability and
Management, Vol. 22, pp. 21-46
Jenkins, B., Leeuw, F. and Van Thiel, S. (2003). Quangos, Evaluation, and
Accountability in Collaborative Government. In A. Gray (Ed.) Collaboration in
Public Services: The Challenge for Evaluation. London
Jesus, M. A. and Jorge, S. (2010). “From governmental accounting to national
accounting: implications on the Portuguese central government deficit’, Notas
Economicas, Vol. 31, pp. 24-46
Johnsen, A. and Lapsley, 1.(2005). “Reinventing public sector accounting”, Financial
Accountability and Management, Vol. 21, No. 3, pp. 259-262
Jonas, G. and Blanchet, J. (2000), “Assessing quality of financial reporting”,
Accounting Horizons, Vol. 14, pp. 353-363.
Jones, D.B., Scott, R.B., Kimbro, L. and Ingram, R. (1985), The Needs of Users of
Governmental Financial Reports, Government Accounting Standards Board,
Stamford, CT
Jones, R. (1992). “The development of conceptual frameworks of accounting for the
public sector”, Financial Accountability and Management, Vol. 8, Issue 4, pp.
249-264
Jones, R. (2000). “National accounting, government budgeting and the accounting
discipline”, Financial Accountability & Management, Vol. 16, No. 2, pp. 101-116
Jones, R. A., Jimmieson, N. L. and Griffiths, A. (2005). “The impact of organizational
culture and reshaping capabilities on change implementation success: The
mediating role of readiness for change”, Journal of Management Studies, Vol.
42, pp. 361-386.

Jones, R. and Pendlebury, M. (2010), Public Sector Accounting (6™ Ed.), Pearson
Education Limited: United Kingdom

Joyce, P. (1999). “Performance-based budgeting”, in Meyers, R. T. (ed.), Handbook
of Government Budgeting, San Francisco: Jossey-Bass Publishers.

Khan, A. and Mayes, S. (2009), Transition to Accrual Accounting, Technical Notes
and Manuals, International Monetary Fund

Kelly , J.M. and Rivenbark, W.C. (2003). Performance Budgeting for State and Local
Government, Armonk, NY: M.E. Sharpe

Athens University of Economics and Business, Dept. of Business Administration 181"




PhD Thesis

Kettl, D. (2000). “The Global Public Management Revolution: A Report on the
Transformation of Governance”, Washington, DC: Brookings Institution Press.
Knack, S. (2001), “Aid dependence and the quality of governance: cross-country

empirical tests”, Southern Economic Journal, Vol. 68, No. 2, pp. 310-29

Kober, R., Lee, J. and Ng, J. (2010), “Mind your accruals: perceived usefulness of
financial information in the Australian public sector under different accounting
systems”, Financial Accountability and Management, Vol. 26, No. 3, pp. 267-298

Kong, D. (2005). “Performance-based budgeting: The U.S. experience”, Public
Organizational Review: A Global Journal, 5, pp. 91-107.

Lapsley, 1. (1999), “Accounting and the new public management: instruments of
substantive efficiency or a rationalising modernity?”, Financial Accountability
and Management, Vol. 15, No. 3-4, pp. 201-207.

Lapsley, 1. and Oldfield, R. (2001). “Transforming the public sector: management
consultants as agents of change”, European Accounting Review, Vol. 10, No. 3,
pp- 523-543

Lapsley, L. (2008). “The NPM Agenda: Back to the Future”, Financial Accountability

& Management, Vol. 24, No. 1, pp. 77-96

Lapsley, 1. (2009). “New Public Management: The Cruellest Invention of the Human
Spirit?”, Abacus, Vol. 45, No. 1, pp. 1-21

Lapsley, 1., Mussari, R. and Paulsson, G. (2009), “On the Adoption of Accrual
Accounting in the Public Sector: A Self-Evident and Problematic Reform”,
European Accounting Review, Vol. 18, No. 4, pp. 719-723.

Larcker, D. F. and Lessig, V. P. (1980), “Perceived usefulness of information: A
psychometric examination”, Decision Sciences, Vol. 11, pp. 121-134

Law 3845/2010, On the policy measures relating to the conditionality criteria of the
euro area/IMF financing package, National Gazette 65A/ 6-5-2010 (in Greek)

Likierman, A. (1989), “Nationalised industries”, in Henley, D., Holtham, C.,

Likierman, A. and Perrin, J. (Eds), Public Sector Accounting and Financial

Control, Champan and Hall, London, pp. 132 - 84

Liider, K. (1992), “A contingency model of governmental accounting innovations in
the political administrative environment”, Research in Governmental and

Nonprofit Accounting, Vol. 7, pp. 99-127

Sotirios Karatzimas 182




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

Lukka, K. (2007). “Management accounting change and stability: loosely coupled
rules and routines in action”, Management Accounting Research, Vol. 18, No. 1,

pp- 76-101

Lynn, L. E. (1996). Public management as art, science, and profession. Chatham, NIJ:
Chatham House Publishers

Mack, J. and Ryan, C. (2006), “Reflections on the theoretical underpinnings of the
general-purpose financial reports of Australian government departments”,

Accounting, Auditing & Accountability Journal, Vol. 19, No. 4, pp. 592-612.

Mack, J. and Ryan, C. (2007), “Is there an audience for public sector annual reports:
Australian evidence”, International Journal of Public Sector Management, Vol.

20, No. 2, pp. 134-146

March, J. G. and Olsen, J. P. (Eds) (1976). Ambiguity and choice in organizations,

Bergen: Universitetsforlaget.

March, J. G. and Olsen, J. P. (1986). Garbage can models of decision making in
organizations. In J.G. March, R. Weissinger-Baylon (Eds.), Ambiguity and
command: Organizational Perspectives on Military Decision Making, Ballinger,

Cambridge, MA, pp. 11-35

Marti, C. (2006). “Accrual budgeting: accounting treatment of key public sector items
and implications for fiscal policy”, Public Budgeting & Finance, Vol. 26, No. 2,
pp- 45-65

Mautz, R. K. (1981). “Financial reporting: Should government emulate business?,

Journal of accountancy, Vol. 152, No. 2, pp. 53.

Mayston, D. (1992). “Financial reporting in the public sector and the demand for
information”, Financial Accountability and Management, Vol. 8, Issue 4, pp. 317-

324

McDaniel, L., Martin, R. and Maines, L. (2002), “Evaluating financial reporting
quality: the effects of financial expertise vs. financial literacy”, The Accounting

Review, Vol. 77, pp. 139-167

McNulty, T. (2003). “Redesigning public services: challenges of practice for policy”
British Journal of Management, Vol. 14, (s1), S31-S45

Athens University of Economics and Business, Dept. of Business Administration 183 |




PhD Thesis

Melkers, J. and Willoughby, K. (2001). “Budgeters’ views of state performance
budgeting systems: Distinctions across branches”, Public Administration Review,
Vol. 61, Issue 1, pp. 54-64

Mellett, H. and Ryan, C. (2008). “Special issue on public sector reform and
accounting change: Guest editorial note”, Journal of Accounting &
Organizational Change, Vol. 4, No. 3, pp. 217-221

Meyer, J. and Rowan, B. (1977). “Institutionalized organizations: Formal structure as
myth and ceremony”, American Journal of Sociology, Vol. 83, pp. 340-363

Meyer, J. and Scott, R. (1982). Centralization and legitimacy problems of local
governments. In Organizational environments: ritual and rationality. Beverly
Hills, CA: Sage publications

Meyer, J. (1998), Foreword to O. Olson, J. Guthrie and C. Humphrey (eds.), Global
Warning : Debating International Developments in New Public Financial
Management (Cappelen Akademisk Forlag, Oslo)

Milne, M. and Chan, C. (1999), “Narrative corporate social disclosures: how much of
a difference do they make to investment decision-making?”, The British
Accounting Review, Vol. 31, No. 4, pp. 439-457.

Mimba, N. P. S., Van Helden, G. J. and Tillema, S. (2007). “Public sector
performance measurement in developing countries: a literature review and
research agenda”, Journal of Accounting & Organizational Change, Vol. 3, No. 3,
pp. 192-208

Ministry of Finance (2008a). State Budget Report, Athens 2008 (in Greek)

Ministry of Finance (2008b). Program Budgeting: Executive Summary, Athens 2008

Ministry of Finance (2009a). Program Budgeting: Executive Summary, Athens 2009

Ministry of Finance (2009b), State Budget Report, Athens 2009 (in Greek)

Ministry of Finance (2010). Program Budgeting: Executive Summary, Athens 2010

Ministry of Finance (2011). State Budget Report, Athens 2011 (in Greek)

Minogue, M. (1998), “Changing the state: concepts and practice in the reform of the
public sector”, in Minogue, M., Polidano, C. and Hulme, D. (Eds), Beyond the
New Public Management, Edward Elgar, Cheltenham, pp. 17-37

Mir, M. Z. and Rahaman, A. S. (2005). “The adoption of international accounting
standards in Bangladesh: An exploration of rationale and process”, Accounting,

Auditing & Accountability Journal, Vol. 18, No. 6, pp. 816-841

Sotirios Karatzimas 184




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

Mizuchi, M. and Fein, L. (1999). “The social construction of organization knowledge:
a study of the uses of coercive, mimetic and normative isomorphism”,
Administrative Science Quarterly, Vol. 44, pp. 653-683

NCGA (1983), “Objectives of accounting and financial reporting for governmental
units”, Concept Statement No.l, National Council on Governmental Accounting,
Chicago, IL

Neu, D., Everett, J. and Rahaman, A. S. (2009). “Accounting assemblages, desire, and
the body without organs: a case study of international development lending in
Latin America”, Accounting, Auditing & Accountability Journal, Vol. 22, No. 3,
pp- 319-350

Newberry, S. and Pallot, J. (2005). New Zealand public sector management and
accounting reforms, In J. Guthrie, C. Humphrey, LR Jones and O. Olson (Eds.),
International Public Financial Management Reform: Progress, Contradictions and
Challenges. Greenwich, Information Age Publishing, pp. 169-195

Nichols, D. C. and Wahlen, J. M. (2004), “How do earnings numbers relate to stock
returns? A review of classic accounting research with updated evidence”,
Accounting Horizons, Vol. 18, No. 4, pp. 263-286

Niskanen, W. (1971). Bureaucracy and Representative Government, Chicago:
Aldine-Atherton

Olson, O., Guthrie, J. and Humphrey, C. (eds) (1998) Global Warning — Debating
International Developments in New Public Financial Management. Bergen,
Norway: Cappelen Akademisk Forlag.

Olson, O. Humphrey, C. and Guthrie, J. (2001). “Caught in an Evaluatory Trap: a
Dilemma for Public Services under NPFM”, European Accounting Review, Vol. 10,
No. 3, pp. 505-522

Ongaro, E. (2008). Introduction: the reform of public management in France, Greece,
Italy, Portugal and Spain. International Journal of Public Sector Management,
21(2), 101-117

Ongaro, E. (2009). Public management reform and modernization: trajectories of
administrative change in Italy, France, Greece, Portugal and Spain. Cheltenham:
Edward Elgar Publishing.

Ongaro, E. (2012). “From Reluctant to Compelled Reformers? Reflections on Three

Decades of Public Management Reform in France, Greece, Italy, Portugal, and

Athens University of Economics and Business, Dept. of Business Administration 185




PhD Thesis

Spain”, Critical Perspectives on International Public Sector Management, Vol. 1,
pp- 105-127

Organization for Economic Co-operation and Development (1995). Governance in
transition.: public management reforms in OECD countries, Paris: OECD

Organization for Economic Co-operation and Development (2008a). Budgeting in
Greece, OECD Journal on Budgeting

Organization for Economic Co-operation and Development (2008b), “Performance
budgeting: A User’s Guide”, Policy Brief, March 2008

Organization for Economic Co-operation and Development (2011), Greece: Review of
the Central Administration, OECD Public Governance Reviews, OECD
Publishing

Osborne, D. and Gaebler, T. (1992). Reinventing government: How the
entrepreneurial spirit is transforming the public sector, Penguin Books: New
York

Osborne, D. and Plastrik, P. (1998). Banishing bureaucracy. New American Library

Ouda, H. (2004), “Basic Requirements model for successful implementation of
accrual accounting in the public sector”, Public Fund Digest, Vol. 4, No. 1, pp.
78-99.

Pallot, J. (1992), “Elements of a theoretical framework for public sector accounts”,
Accounting, Auditing and Accountability Journal, Vol. 5, No. 1, pp. 38-59.

Parry, M. (2010), “A proposed definition of the Modified Cash Basis”, International
Journal of Government Financial Management, Vol. 10, No. 1, pp. 95-98.

Paulsson, G. (2006), “Accrual accounting in the public sector: Experiences from the
central government in Sweden”, Financial Accountability and Management, Vol.
22, No. 1, pp. 47-62

Peters, B. G. (2008). “The napoleonic tradition”, International Journal of Public
Sector Management, Vol. 21, No. 2, pp. 118-132

Phillipidou, S., Soderquist, K. E. and Prastacos, G. (2004). “Towards New Public
Management in Greek Public Organizations: Leadership vs. management, and the
path to implementation”, Public Organization Review: A Global Journal, Vol. 4,
pp. 317-337

Pina, V. and Torres, L. (2003). “Reshaping public sector accounting: an international
comparative view”, Canadian Journal of Administrative Sciences/Revue

Canadienne des Sciences de l'"Administration, Vol. 20, No. 4, pp. 334-350

Sotirios Karatzimas 186 |




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

Pina, V., Torres, L. and Royo, S. (2010). “Is E-Government Promoting Convergence
Towards More Accountable Local Governments?” International Public
Management Journal, Vol. 13, No. 4, pp. 350-380

Polidano, C. and Hulme, D. (1999). “Public Management Reform in Developing
Countries: Issues and outcomes”, Public Management an International Journal of
Research and Theory, Vol. 1, No. 1, pp. 121-132

Pollitt, C. (1999). Integrating financial management and performance management,
OECD

Pollitt, C. (2001) “Clarifying convergence: Striking similarities and durable
differences in public management reform”, Public Management Review, Vol. 3,
No. 4, pp. 471-492

Pollitt, C. (2003). “Public Management Reform: Reliable knowledge and international
experience”, OECD Journal on Budgeting, Vol. 3, No. 3, pp. 121-136

Pollitt, C. and Bouckaert, G. (2004), Public Management Reform: A Comparative
Analysis, 2™ Ed. Oxford University Press.

Pollitt, C. (2006). “Performance information for democracy: The missing link?”,
Evaluation, Vol. 12, No. 1, pp. 38-55

Pollitt, C., Van Thiel, S., and Homburg, V. M. F. (2007). “New public management in
Europe”, Management Online Review, pp. 1-6

Premchand, A. (1994). Government budgeting and expenditure controls: theory and
practice, 4t Edition, International Monetary Fund, Washington D.C.

Presidential Decree No 80 (1997), Accounting Plan for Social Security Bodies (in
Greek)

Presidential Decree No 315 (1999), Content and application period of the Accounting
Plan for First-Degree Local Governments (in Greek)

Presidential Decree No 3871 (2010), Public Accounting, Governmental Expenses
Audit and other Regulations (in Greek)

Presidential Decree No 15, (2011), Content of modified cash basis of accounting (in
Greek)

Pretorious, C. and Pretorious, N. (2008). Review of Public Financial Management
literature, DFID: London.

Price Waterhouse and Coopers — PWC (2014). Collection of information related to
the potential impact, including costs, of implementing accrual accounting in the

public sector and technical analysis of the suitability of individual IPSAS /,

Athens University of Economics and Business, Dept. of Business Administration 187




PhD Thesis

standards, 01.08.2012, Available at
http://www.pwc.be/en/publications/2014/eurostat.jhtml

Priest, A.N., Ng, J. and Dolley, C. (1999), “Users of local government annual reports:
information preferences”, Accounting, Accountability and Performance, Vol. 5,
No. 3, pp. 49-62

Rahaman, A. S. and Lawrence, S. (2001). “Public sector accounting and financial
management in a developing country organisational context: a three - dimensional
view”, Accounting Forum, Vol. 25, No. 2, pp. 189-210

Rahaman, A. S., Everett, J. and Neu, D. (2007). “Accounting and the move to
privatize water services in Africa”, Accounting, Auditing & Accountability
Journal, Vol. 20, No. 5, pp. 637-670

Ray, B. (1999), “Good governance, administrative reform and socio-economic
realities: a South Pacific perspective”, International Journal of Social Economics,
Vol. 26, Nos 1-3, pp. 354-369

Robinson, M. and Brumby, J. (2005). “Does performance budgeting work? An
analytical review of the empirical literature”, Working Paper 210, IMF

Rutherford, B. (1992). “Developing a conceptual framework for central government
financial reporting”, Financial Accountability and Management, Vol. 8, Issue 4,
pp. 265-280

Sahlin-Andersson, K. (2000). National, international and trans national constructions
of new public management. SCORE (Stockholm Centre for Organizational
Research), Stockholm University.

Saint-Martin, D. (1998). “The new managerialism and the policy influence of
consultants in government: an historical-institutionalist analysis of Britain,
Canada and France”, Governance, Vol. 11, No. 3, pp. 319-356

Sarker, A. E. (2006). New public management in developing countries: an analysis of
success and failure with particular reference to Singapore and Bangladesh.
International Journal of Public Sector Management, Vol. 19, No. 2, pp. 180-203

Savoie, D. J. (1995). “What is wrong with the new public management?” Canadian
Public Administration, Vol. 38, No. 1, pp. 112-121

Schaeffer, M. and Yilmaz, S. (2008). “Strengthening Local Government budgeting
and accountability”, The World Bank Policy Research Working Papers Series,
WPS 54767

Sotirios Karatzimas 188




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

Schick, A. (1998). “Why most developing countries should not try New Zealand’s
reforms”, The World Bank Research Observer, Vol. 13, No. 1, pp. 123-131

Schick, A. (2004). “Twenty five years of budgeting reform”, OECD Journal on
Budgeting, Vol. 4, No. 1, pp. 81-102

Schick, A. (2007). “Performance budgeting and accrual budgeting: Decision rules or
analytic tools?”, OECD Journal on Budgeting, Vol. 7, No. 2, pp. 109-138

Shanteau, J. (1992), “How much information does an expert use? Is it relevant?” Acta
Psychologica, Vol. 81, No. 1, pp. 75-86.

Shanteau, J. (1995), Expert judgment and financial decision making, In: Green, B.
(Ed.), Risky business. University of Stockholm School of Business, Stockholm,
pp- 16-32

Sharp, F. C., Carpenter, F. H. and Sharp, R. F. (1998), “Popular financial reports for

citizens”, CPA Journal, Vol. 68, pp. 34-39

Skaerbaek, P. (2005), “Annual reports as interaction devices: The hidden
constructions of mediated communication”, Financial Accountability and
Management, Vol. 21, No. 4, pp. 385-411

Smith, P. (1995). “On the unintended consequences of publishing performance data in
the public sector”, International journal of public administration, Vol. 18, Nos.
(2-3), pp- 277-310

Sotirakou, T. and Zeppou, M. (2005). “How to align Greek civil service with
European Union public sector management policies: a demanding role for HR
managers in the contemporary public administration context”, International
Journal of Public Sector Management, Vol. 18, No. 1, pp. 54-82

Spanou, C. (2008). “State reform in Greece: responding to old and new challenges”,
International Journal of Public Sector Management, Vol. 21, No. 2, pp. 150-173

Steccolini, I. (2004). “Is the annual report an accountability medium? An empirical
investigation into Italian local governments”, Financial Accountability &
Management, Vol. 20, No. 3, pp. 327-350

Sterck, M. (2007). “The impact of performance budgeting on the role of the
legislature: a four-country study”, International Review of Administrative
Sciences, Vol. 73, No. 2, pp. 189-203.

Ter Bogt, H. J. (2004). “Politicians in Search of Performance Information? Survey
Research on Dutch Aldermen's Use of Performance Information”, Financial

Accountability & Management, Vol. 20, No. 3, pp. 221-252.

Athens University of Economics and Business, Dept. of Business Administration 189




PhD Thesis

Ter Bogt, H., Budding, T., Groot, T. and Van Helden, J. (2010). “Current NPM
research: digging deeper and looking further”, Financial Accountability &
Management, Vol. 26, No. 3, pp. 241-245

Thomas, P. G. (2006). Performance measurement, reporting, obstacles and
accountability: Recent trends and future directions. ANU E Press: Canberra,
Australia

Timoshenko, K. and Adhikari, P. (2009). “Exploring Russian central government
accounting in its context’, Journal of Accounting & Organizational Change, Vol.
5, No. 4, pp. 490-513

Torres, L. (2004), “Accounting and accountability: recent developments in
government financial information systems”, Public Administration and
Development, Vol. 24, No. 5, pp. 447-456

Trader-Leigh, K.(2002). “Case study: identifying resistance in managing change”,
Journal of Organizational Change Management, Vol. 15, No. 2, pp. 138-155

Turner, M. and Hulme, D. (1997), Governance, Administration and Development:
Making the state work, Macmillan, London.

Uddin, S. and Hopper, T. (2001). “A Bangladesh soap opera: privatisation,
accounting, and regimes of control in a less developed country”, Accounting,
Organizations and Society, Vol. 26, No. 7, pp. 643-672

Uddin, S. and Hopper, T. (2003). “Accounting for privatisation in Bangladesh: testing
World Bank claims”, Critical Perspectives on Accounting, Vol. 14, No. 7, pp.
739-774

Uddin, S., Gumb, B. and Kasumba, S. (2011). “Trying to operationalise typologies of
the spectacle: a literature review and a case study”, Accounting, Auditing &
Accountability Journal, Vol. 24, No. 3, pp. 288-314

UNESCO (2008), IPSAS implementation at UNESCO, BPI/EPP/2008/PI/60M/26
REV, http://unesdoc.unesco.org/images/0017/001777/177739¢.pdf

Van der Hoek, P. (2005), “From cash to accrual budgeting and accounting in the
public sector: the Dutch experience”, Public Budgeting and Finance, Vol. 25, No.
1, pp. 32-45.

Van Helden, G. J. (2003). A Review of Governmental Management Accounting
Research around the Turn of the Century. University of Groningen

Van Thiel, S. and Leeuw, F. (2002). “The performance paradox in the public sector”,
Public Performance and Management Review, Vol. 25, No. 3, pp. 267-281

Sotirios Karatzimas 190 |




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

Van Tendeloo, B. and Vanstraelen, A. (2005), “Earnings management under German
GAAP versus IFRS”, European Accounting Review, Vol. 14, No. 1, pp. 155-180.

Vigoda, E. (2003). New public management. Encyclopedia of public administration
and public policy, Vol. 2, pp. 812-816

Watkins, A. L. and Arrington, C. E. (2007). “Accounting, new public management
and American politics: theoretical insights into the National Performance
Review”, Critical Perspectives on Accounting, Vol. 18, No. 1, pp. 33-58

Wholey, J. (1999). “Performance based management: Responding to challenges”,
Public Productivity and Management Review, Vol. 22, No. 3, pp. 288-307

Wiesel, F., Modell, S. and Moll, J. (2011). “Customer orientation and management
control in the public sector: a garbage can analysis”, European Accounting
Review, Vol. 20, No. 3, pp. 551-581

Williams, D. (2004). “Evolution of performance measurement until 19307,
Administration and Society, Vol. 36, No. 2, pp. 131-165

Wollmann, H. (1997). “Modernization of the Public Sector and Public Administration
in the Federal Republic of Germany: (Mostly) a Story of Fragmented
Incrementalism” in M. Muramatsu and F. Naschold (eds) State and
Administration in Japan and Germany: A Comparative Perspective on Continuity
and Change, Berlin: de Gruyter.

Wynne, A. (2007), “Is the move to accrual based accounting a real priority for public

sector accounting?”, Public Fund Digest, Vol. 6, No. 1, pp. 25-39.
Yang, K. (2009). “Examining perceived honest performance reporting by public
organizations: Bureaucratic politics and organizational practice”, Journal of Public
Administration Research and Theory, Vol. 19, No. 1, pp. 81-105
Yusuf, J. E., Jordan, M. M., Neill, K. A. and Hackbart, M. (2013), “For the People:
Popular Financial Reporting Practices of Local Governments”, Public Budgeting &
Finance, Vol. 33, No. 1, pp. 95-113
Zahariadis, N. (2013). “Leading reform amidst transboundary crises: Lessons from
Greece”, Public Administration, Vol. 91, No. 3, pp. 648-662

Zampetakis, L. and Moustakis, V. (2007). “Entrepreneurial behavior in the Greek
public sector”, International Journal of Entrepreneurial Behaviour and Research,
Vol. 13, No. 1, pp. 19-38

Zimmerman, J. (1977), “The municipal accounting maze: An analysis of political

incentives”, Journal of Accounting Research, Vol. 15, pp. 107-144

Athens University of Economics and Business, Dept. of Business Administration 191




PhD Thesis

Sotirios Karatzimas




The reform of governmental accounting systems in Greece:
Evaluating the process and the outcomes

Appendix 1°

e Accompanying letter

e Questionnaire for the assessment of the financial statements of

2010

e Questionnaire for the assessment of the financial statements of

2011

: Appendix 1 is in Greek

™ As it has been explained in the “Methodological approach” section, the questionnaire was web-
based. Thus, the questions presented in the following pages do not follow exactly the flow evident in
the web-based version of the questionnaire. For the formal format please visit:
http://195.251.253.37/Governmental _Accounting Evaluation/
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OLKOVOUIKEG KOTOOTAGELS TG KEVTPIKNG KufBépvnong otnv EALdda

A&otipe/m kopie/kopio,
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otv Tpomomomuévn Tapeioxny Bdon g Aoywotikrg (ILA. 15/2011) avti g
Tapelaxng Baong mov epappoldtay péypt T0TE 1o TNV KOTAPTION TV OIKOVOLUK®Y
KataoTdoev. Ol TPATEG OIKOVOUIKEG KOTOOTOUOELS CUUP®VO e TNV véd Pdon,
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Bdoewv oe Gpovg TOOTNTOG Kot ¥PNOHOTNTOS TNG TOPEYOUEVNC, OO TIG OUKOVOUIKES
KOTOGTAGELG, YPTHAUTOOTKOVOLIKNG TANPOPOPTOTG.

Emwcowovoope pali ocag 01611 ovikete oe pio omd  Pacikég  katnyopieg
EVOLLPEPOUEVMV Y10 TIG OLKOVOUIKEG TANPOPOPIEG TOL ONUOGLEDEL 1) KEVIPIKN
KuBEPVNOT KoL KOTEYETE EMOPKELG YVDOEIG MOTE Vo BewpeioTe €101kO¢ i vo Tpofeite
oV O¢ Ave a&loAdynon.

Mo tovg oxomolg g épevvag €xel avoamtvyBel éva gOYPNOTO Kol EVEMKTO
EPMTNUATOANYI0 GE NAEKTPOVIKT] LOPOT TO 0Toio Ppicketal otn devbvvon:

http://195.251.253.37/Governmental Accounting Evaluation/

®a 0éhape va cag Topakarécovpe vo dtabécete Ayo amd Tov TOADTIHO ¥POVO GOG Y1
va 10 ocvpuminpaocete péypt 10.07. H ovpPorr cog Ba elvar moAd onpovtikn.
OnowdNToTe oYOALL 1| TAPATNPNOELS OaG EIvVOl EVTPOGOEKTA.

Me extipnon,
Yavopa Koév Yompng Kapatliuog
Enixovpn Kadnynrpla Yroymerog Addaxtopog

Sotirios Karatzimas
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EpwrnpartoAdyio AioAdynonc Oikovopikwy Karaotaoswv
Kevrpikng Kupépvnong via To éroc 2010

MEPOZ 1: TTapakaAw yia Ta Tapakdtw AoyioTikd peyéOn, paBuoAoyeiote (1:
XaunAd - 7: YynAd) To emimedo oTo omoio mAnpoUv KABe éva amd Ta ToloTIKA
XAPAKTNPIOTIKA TG XPNHATOOIKOVOHIKAG TTAnpopdpnong:

EvepynTiko 1123|4567

TTpoyvworikA agia (Predictive value)

AvatpoyodoTikh afia (Feedback value)

EmaAnBeuoipétnra

TTioTh ameikévion (Faithful representation)

TTAnpéTNTA

OudeTepdTnTa

Karavonoipétnra

Ymoxpewoeig 1123|4567

TTpoyvworikh alia (Predictive value)

AvarpoyodoTikh afia (Feedback value)

EmaAnBeuoipétnra

TTioTh ameikévion (Faithful representation)

TTAnpéTNTA

OudeTepdTnTa

Karavonoipétnra

Eionpaktéa kai TTAnpwréa wood 1123|4567

TTpoyvworikh alia (Predictive value)

AvatpogodoTikh alia (Feedback value)

EmtaAn®suoipdTnTa

TTioTh ameikévion (Faithful representation)

TTAnpéTNTA

OudeTepdTnTa

Karavonoipétnta

‘E€0da 1/2]3]4]|5|6]7

TTpoyvworikA agia (Predictive value)

AvatpogodoTikh alia (Feedback value)

EmtaAn®csuoipdTnTa

TTioth ameikévion (Faithful representation)

TTAnpéTNTA

OudeTepoTnTa

Karavonaoipétnta
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‘Ecoda 112(3|4|5|6]|7

TTpoyvworikA agia (Predictive value)

AvarpogodoTikh alia (Feedback value)

EmtaAn®suoipdTnTa

TTioth ameikévion (Faithful representation)

TTAnpéTNTA

OudeTepoTnTa

Katavonoipétnra

MEPOZ 2: TTapakaAw aiohoyeioTe (1: XaunAd - 7: YynAd) To €TiTTEDO OTO OTIOIO
kpiveTe 0TI 0 IooAoyiopdc kai Ta Ztoixeia Eoodwv-EE68wy IkavotoloUv Ta
akoAouBa To10TIKA XapaKTNPIOTIKA:

TooAoyiopoc 1123|4567

2 UvoAikO emtimtedo TTo1dThTAG XPNHATOOIKOVOUIKAC TANPOYOphong

2 UvoAIk6 eTtitedo AlomioTiag

2 UvoAIKO emritedo Zuvdyeiag

2uvoAMiko emimedo Katavonoipdtnrac

Kardotaon AmoteAcopdatwy Xpnong 11234 |5|6|7

2UvoAIko emiTedo TTol6TNTAG XPNHATOOIKOVOUIKAG TTANPOPOPNONG

2 UvoAIk6 eTtitedo AlomioTiag

2UVoAIKO emittedo Zuvdyeiag

2 uvoAiko emimedo Karavonoipornrag

MEPOXZ 3: Zac¢ {nteite va aloAoyRoeTe ThV VYEVIKOTEPN OIKOVOUIKA
Katdotaon TnG KeVTPIKAG KuPépvnong He Pdon TIC XPNHATOOIKOVOUIKEG
KATAoTAoEIC TOU £TOUG.

TTapakaAw ekgppaote 1o Pabud Tnc oupgwviac- diapwviac cac |1 |2 (3 (4|56 |7
HE TIC akOAouBe¢ mpoTAoelc oThv KAigaka 6mou To 1 dnAwvel
diapwvw awdAuTa Kai To 7 dnAwvel oupgewvw amdAuTta:

Oa civar oAU dUokoAo va afioAoynow Thv OIKOVOUIKA KaTdoTach
XWpPIic TOUAdXIaTOV TIC TTANPOWOpPIEC TTOU TTapéxXoVvTal.

TToAUTTAOKOI  UTTOAOYIOHOI R TIPOOAPHOYEC €ival  amapaiTnTEC
TIPOKEIPEVOU va XpnoiHoToin@oUv o1 TTapeXOUeEVEC TANPOYopieC yia
Tnv af10Adynon ThG oIKoVOHIKAG KaTdoTaong.

O1 mapexopeveg TAnpoopiegc e€mapkoUv yia Tnv aioAdynon Tng
0IKOVOUIKAG KATdoTaong

Sotirios Karatzimas
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TlapakaAw aloroyeioTe TIC wapexopevee wmAnpogopiec otnv |1 |2 (3 (4|5 |6 |7
KAigaka 6mou To 1 dnAwvel eAdxioTn wAnpowopia kai To 7
dnAwvel 6An n wAnpowopia.

Ti pépoc TnG TapexOHevhG TAnpowopiac PpiokeTalr oc HopYH
xphoiun via thv afioAdbynon Tng XpnHUATooIKoVouikKAC KaTdoTaong;

T pépog TnC TTapeXOpevNG TTAnpopopiac eival katavonTé Xwpic Thv
TPAYHATOTIOINGN TTAPATIAVW UTTOAOYIGUWY N TIPOCAPHOYWY;

T pépoc¢ TG MapexOHeEVNC TTAnpowopiacg eival amapaitnto yia Thv
a&10Adynon TG XPNHATOOIKOVOUIKAG KATAOTAONG,
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EpwrnpartoAdyio AioAdynonc Oikovopikwy Karaotaoswv
Kevrpikng Kupépvnong via To éroc 2011

MEPOZ 1: TTapakaAw yia Ta Tapakdtw AoyioTikd peyéOn, paBuoAoyeiote (1:
XaunAd - 7: YynAd) To emimedo oTo omoio mAnpoUv KABe éva amd Ta ToloTIKA
XAPAKTNPIOTIKA TG XPNHATOOIKOVOHIKAG TTAnpopdpnong:

EvepynTiko 1123|4567

TTpoyvworikA agia (Predictive value)

AvatpoyodoTikh afia (Feedback value)

EmaAnBeuoipétnra

TTioTh ameikévion (Faithful representation)

TTAnpéTNTA

OudeTepdTnTa

Karavonoipétnra

Ymoxpewoeig 1123|4567

TTpoyvworikh alia (Predictive value)

AvarpoyodoTikh afia (Feedback value)

EmaAnBeuoipétnra

TTioTh ameikévion (Faithful representation)

TTAnpéTNTA

OudeTepdTnTa

Karavonoipétnra

Eionpaktéa kai TTAnpwréa wood 1123|4567

TTpoyvworikh alia (Predictive value)

AvatpogodoTikh alia (Feedback value)

EmtaAn®suoipdTnTa

TTioTh ameikévion (Faithful representation)

TTAnpéTNTA

OudeTepdTnTa

Karavonoipétnta

‘E€0da 1/2]3]4]|5|6]7

TTpoyvworikA agia (Predictive value)

AvatpogodoTikh alia (Feedback value)

EmtaAn®csuoipdTnTa

TTioth ameikévion (Faithful representation)

TTAnpéTNTA

OudeTepoTnTa

Karavonaoipétnta
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‘Ecoda 112(3|4|5|6]|7

TTpoyvworikA agia (Predictive value)

AvarpogodoTikh alia (Feedback value)

EmtaAn®suoipdTnTa

TTioth ameikévion (Faithful representation)

TTAnpéTNTA

OudeTepoTnTa

Katavonoipétnra

MEPOZ 2: TTapakaAw aiohoyeioTe (1: XaunAd - 7: YynAd) To €TiTTEDO OTO OTIOIO
kpiveTe 0TI 0 IooAoyiopdc kai Ta Ztoixeia Eoodwv-EE68wy 1kavomoloUv Ta
akoAouBa To10TIKA XapaKTNPIOTIKA:

TooAoyiopoc 1123|4567

2 UvoAIKO emtitedo TTo1dThTAG XPNHATOOIKOVOUIKAC TANPOYOphong

2 UvoAIk6 eTtitedo AlomioTiag

2 UvoAIKO emritedo Zuvdyeiag

2uvoAMiko emimedo Katavonoipdtnrac

Kardotaon AmoteAcopdatwy Xpnong 11234 |5|6|7

2UvoAIko emiTedo TTo16TNTAG XPNHATOOIKOVOUIKAG TTANPOPOPNONG

2 UvoAIk6 eTtitedo AlomioTiag

2UVoAIKO emittedo Zuvdyeiag

2 uvoAiko emimedo Karavonoipornrag

MEPOXZ 3: Zac¢ {nteite va aloAoyRoeTe ThV VYEVIKOTEPN OIKOVOUIKA
Katdotaon TnG KeVTPIKAG KuPépvnong He Pdon TIC XPNHATOOIKOVOUIKEG
KATAoTAoEIC TOU £TOUG.

TTapakaAw ekgppaote 1o Pabud Tnc oupgwviac- diapwviac cac |1 |2 (3 (4|56 |7
HE TIC akOAouBe¢ mpoTAoelc oThv KAigaka 6mou To 1 dnAwvel
diapwvw awdAuTa Kai To 7 dnAwvel oupgewvw amdAuTta:

Oa civar oAU dUokoAo va afioAoynow Thv OIKOVOUIKA KaTdoTach
XWpPIic TOUAdXIaTOV TIC TTANPOWOpPIEC TTOU TTapéxXoVvTal.

TToAUTTAOKOI  UTTOAOYIOHOI R TIPOOAPHOYEC eival  amapdiThTEC
TIPOKEIPEVOU va XpnoiHoToin@oUv o1 TTapeXOUeEVEC TANPOYopieC yia
Tnv af10Adynon ThG oIKoVOHIKAG KaTdoTaong.

O mapexdpeveg TAnpowopiegc e€mapkoUv yia Thv aioAdynon Tng
0IKOVOUIKAG KATdoTaong
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TlapakaAw afloAoyeioTe TIC waAPEXOHEVEC TANPOWoOpiec aTnv
KAigaka 6mou To 1 dnAwvel eAdxioTn wAnpowopia kai To 7
dnAwvel 6An n wAnpowopia.

Ti pépoc TNG TapexOHevhG TAnpowopiac PpiokeTalr oc HopYA
xphoiun via thv afioAdbynon Tng XpnHUATooIKoVouikKAC KaTdoTaong;

T pépog TnC TTapeXOpeEVNG TTAnpoYopiac eival katavonTé Xwpic Thv
TPAYHATOTIOINGN TTAPATIAVW UTTOAOYIGUWY N TIPOCAPHOYWY;

T pépoc¢ TG TapexOHEVNC TTAnpoYopiag eival amapaitnto yia Tnv
a&10Adynon TG XPNHATOOIKOVOUIKAG KATAOTAONG,

Sotirios Karatzimas
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Appendix 2

Table 21: Elements of financial reporting quality (mean values)

Total Predictive | Feedback | Verifiability Faithful Completeness | Neutrality | Understan

assets value value representation dability
2010 | 2011 | 2010 | 2011 | 2010 2011 2010 2011 2010 2011 2010 | 2011 | 2010 | 2011

Citizens 298 | 435 | 3.18 | 439 3.18 435 3.16 4.27 2.94 451 347 | 451 | 331 | 496

(n=51)

Public sector | 2.98 | 439 | 3.17 | 4.72 3.78 5.00 3.94 5.06 3.56 522 4.11 | 522 | 333 | 556

(n=18)

Investors 329 | 443 | 3.14 | 457 3.50 5.07 3.64 5.00 3.29 5.07 323 | 457 | 350 | 529

(n=14)

Oversight 292 | 433 | 3.17 | 5.08 333 5.58 3.75 5.67 3.58 5.67 325 | 467 | 375 | 542

(n=12)

Total debt | Predictive | Feedback | Verifiability Faithful Completeness | Neutrality | Understan
value value representation dability
2010 | 2011 | 2010 | 2011 | 2010 2011 2010 2011 2010 2011 2010 | 2011 | 2010 | 2011

Citizens 294 | 443 | 3.18 | 455 | 3.12 4.53 3.12 4.45 2.98 4.65 333 | 471 | 3.36 | 5.02

(n=51)

Public sector | 2.78 | 4.39 | 3.06 | 4.67 | 3.44 5.06 3.83 5.22 3.22 5.28 4.00 | 5.17 | 3.22 | 5.56

(n=18)

Investors 321 | 464 | 321 | 471 | 3.79 5.14 3.43 5.00 3.50 4.86 329 | 4.64 | 3.43 | 5.29

(n=14)

Oversight 2.67 | 425 | 3.17 | 5.08 | 3.25 5.67 3.67 5.67 3.50 5.67 325 | 475 | 3.58 | 5.58

(n=12)

Receivable | Predictive | Feedback | Verifiability Faithful Completeness | Neutrality | Understan

s and value value representation dability

payables 2010 | 2011 | 2010 | 2011 | 2010 2011 2010 2011 2010 2011 2010 | 2011 | 2010 | 2011

Citizens 290 | 437 | 3.00 | 441 | 3.16 4.39 3.06 4.31 2.92 4.45 322 | 453 | 3.16 | 4.80

(n=51)

Public sector | 2.83 | 4.33 | 2.94 | 4.61 | 3.50 4.83 3.78 5.06 3.44 5.06 3.56 | 5.00 | 3.72 | 5.39

(n=18)

Investors 321 | 429 | 329 | 4.64 | 3.64 | 507 | 3.50 | 4.86 357 | 486 | 329 | 457 | 3.50 | 5.21

(n=14)

Oversight 2.67 | 433 | 3.33 | 5.17 | 342 5.58 3.75 5.50 3.67 5.33 3.17 | 467 | 3.75 | 5.42

(n=12)

Expenditu | Predictive | Feedback | Verifiability Faithful Completeness | Neutrality | Understan

res value value representation dability
2010 | 2011 | 2010 | 2011 | 2010 2011 2010 2011 2010 2011 2010 | 2011 | 2010 | 2011

Citizens 296 | 443 | 3.08 | 4.37 | 3.16 4.41 3.12 4.49 2.96 4.45 335|455 | 343 | 4.84

(n=51)

Public sector | 3.11 | 4.61 | 3.06 | 4.61 | 3.50 5.11 3.94 5.00 3.56 4.94 3.94 | 5.17 | 3.72 | 5.61

(n=18)

Investors 3.14 | 471 | 3.14 | 4.71 | 3.50 5.29 321 5.29 3.14 5.07 321 | 471 | 3.79 | 5.36

(n=14)

Oversight 2.58 | 425 | 3.17 | 5.08 | 3.50 5.67 3.83 5.50 342 5.58 3.33 | 467 | 3.67 | 5.42

(n=12)

Revenues Predictive | Feedback | Verifiability Faithful Completeness | Neutrality | Understan
value value representation dability
2010 | 2011 | 2010 | 2011 | 2010 2011 2010 2011 2010 2011 2010 | 2011 | 2010 | 2011

Citizens 294 | 437 | 3.08 | 447 | 3.22 4.49 3.10 4.59 2.92 4.65 333 | 459 | 3.49 | 5.00

(n=51)

Public sector | 2.94 | 4.67 | 3.00 | 4.72 | 3.56 5.06 | 4.00 5.17 3.61 5.11 4.06 | 5.06 | 3.78 | 5.61

(n=18)

Investors 3.14 | 457 | 3.29 | 4.71 | 3.57 5.29 3.21 5.14 3.21 5.07 329 | 471 | 3,71 | 5.29

(n=14)

Oversight 2.58 | 400 | 3.17 | 5.17 | 3.58 | 550 | 3.67 5.33 3.75 5.83 3.50 | 4.83

(n=12)

1-7 scale, where 1 minimum and 7 maximum
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Table 22: Mean values of perceived importance and usableness among user groups

Perceived It would be The information | What portion of the | Index of
importance extremely difficult to | presented is information perceived
assess the financial sufficient to presented is importance
condition without at | assess the essential for or
least the information | financial instrumental in
presented condition assessing the
financial
condition?*
2010 2011 2010 2011 2010 2011 2010 2011
Citizens (n=51) 4.22 4.94 2.82 4.25 3.86 4.78 3.63 4.66
Public sector 5.06 5.72 3.22 4.50 3.94 5.33 4.07 5.19
(n=18)
Investors (n=14) 5.57 4.07 2.07 4.50 436 4.86 4.00 4.48
Oversight (n=12) 6.17 5.17 3.00 5.42 3.92 5.17 4.36 5.25
Perceived Extremely complex What portion of | What portion of the | Index of
usableness recalculations or the information information perceived
adjustments are presented is in presented is usableness
necessary in order to | the correct form interpretable
use the information for the without any
presented to assess assessment of the | recalculation or
the financial financial adjustment for the
condition (reverse condition?* assessment of the
coded) financial
condition?*
2010 2011 2010 2011 2010 2011 2010 2011
Citizens (n=51) 3.53 4.20 3.27 4.75 3.06 4.45 3.29 4.46
Public sector 3.06 4.17 2.94 4.94 2.94 5.00 2.98 4.70
(n=18)
Investors (n=14) 243 4.57 2.57 4.93 2.79 4.86 2.60 4.79
Oversight (n=12) 2.25 3.67 3.17 5.33 292 4.92 2.78 4.64

The scale is 1: Totally disagree — 4: Neutral — 7: Totally agree, except for * where 1: None — 4: About

half - 7: All
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Table 23: Differences on perceived importance and usableness between experts and
non-experts (Mann Whitney U-test)

Perceived importance (2010) Experts Non-experts Diff. (z-value)

It would be extremely difficult to assess the 5.52 4.13 0.001
financial condition without at least the

information presented

Perceived usableness (2010) Experts Non-experts Diff. (z-value)

Extremely complex recalculations or adjustments 4.28 5.78 0.000
are necessary in order to use the information

presented to assess the financial condition

Perceived importance (2011) Experts Non-experts Diff. (z-value)

The information presented is sufficient to assess 5.13 4.06 0.005

the financial condition

Perceived usableness (2011) Experts Non-experts Diff. (z-value)

What portion of the information presented is in 5.30 4.63 0.010
the correct form for the assessment of the

financial condition?*

What portion of the information presented is 4.96 4.44 0.027
interpretable without any recalculation or
adjustment for the assessment of the financial

condition?*

The scale is 1: Totally disagree — 4: Neutral — 7: Totally agree, except for * where 1: None — 4: About
half - 7: All, Statistically significant differences among groups indicated with bold type letters
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