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ABSTRACT

This study who aims to examine the influences of institutional forces on the process of convergence in
governmental accounting in Brazil. Beside de introduction, the second section outlines the adoption of
[PSAS in Brazil. In the third part, we approach, from the institutional theory NIS point of view, specific
from the mimetic, normative and coercive pressures, this process of change in Brazilian government
accounting; and finally, we made some final considerations on the subject. We discuss some real cases of
Brazilian context on IPSAS adoption, based on direct observation, several informal interviews with
different agents on Brazilian’s public sector in different levels and various institutions and literature
review. [s important point that the examples showed here are not and do not pretend to be exhausted, but
only illustrative. Our intention is foment the debate and clarify some institutional pressures who exists in
this process. We suggest as next steps could be to examine qualitative factors such as: the quality of the
financial statements; impact on wider management practices (are budgets based on accruals, the use of the
balance sheet to inform decision making, etc.); and whether external stakeholders (citizens, elected
members, societal groups, etc.) consider that the introduction of IPSAS has improved accountability.

Keywords: Institutional Theory. NIS. Brazilian Public Sector. Changes in Public Sector.

RESUMO
Este estudo tem como objetivo examinar as influéncias de forcas institucionais no processo de
convergéncia em contabilidade governamental no Brasil. Além da introdugdo, a segunda se¢do descreve
a adogdo das IPSAS no Brasil. Na terceira parte, abordamos, do ponto de vista da teoria institucional do
NIS, especifico das pressoes miméticas, normativas e coercitivas, esse processo de mudan¢a na
contabilidade do governo brasileiro; e, finalmente, fizemos algumas consideragoes finais sobre o assunto.
Discutimos alguns casos reais do contexto brasileiro sobre a adogdo das IPSAS, com base em observagdo
direta, varias entrevistas informais com diferentes agentes do setor publico brasileiro em diferentes niveis
e vdrias instituicoes e revisdo de literatura. E importante ressaltar que os exemplos mostrados aqui nio
sdo e ndo pretendem estar esgotados, mas apenas ilustrativos. Nossa intengdo é fomentar o debate e
esclarecer algumas pressoes institucionais que existem nesse processo. Sugerimos como proximos passos
o exame de fatores qualitativos, tais como: a qualidade das demonstragées contdbeis, impacto em
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prdticas de gerenciamento mais amplas (sdo or¢amentos baseados em acréscimos, uso do balango
patrimonial para informar a tomada de decisdo, etc.); e se as partes interessadas externas (cidaddos,
membros eleitos, grupos sociais etc.) consideram que a introdugdo das IPSAS melhorou a prestagdo de
contas.

Palavras-chave: Teoria Institucional. NIS. Setor Publico Brasileiro. Mudangas no setor publico.

1. INTRODUCTION

Many factors influence the process of change in the Brazilian public sector. The
approach adopted by Brazil — e.g. introducing financial reporting standards through a statutory
accounting code — is common. This is the approach adopted in the UK, NATO and the by the
EU for its internal administration. In this paper we highlight about some specific consequences
of the IPSAS adoption in Brazilian case.

The process of convergence of international standards of public accounting in Brazil
begins in 2008, with the inclusion of the public sector in the Brazilian convergence committee.
In addition, the federal government has a great influence in this process by issuing laws and
presenting the Public Sector Accounting Manual (MCASP).

This process occurs since the 1980s in many countries (Yamamoto & Noguchi, 2013)
and made progress in converting the governmental account from cash-based to accrual-based
(Olson, Guthrie & Humphrey, 1998; Jackson & Lapsley, 2003; Khan & Mayes, 2009). It
changes is justified by the adoption of the new public management (NPM), which, according
Hood (1991) is the synthesis of institutional economics and management thought.

Despites the relative antiquity of the convergence, research on this theme is recent. On
this, Pollitt (2002) points that the motivations and implications vary depending on specifics
contexts. Sargiacomo & Gomes (2011) pointed that the feel studies on the theme are biased in
consequence of a disproportionately research in Anglophone scenarios. The authors add that
the practices in Anglophone and non-Anglophone contexts have significant differences.

While explaining public sector accounting reforms, recently studies adopt the New
Institutional Sociology (NIS) (DiMaggio & Powell 1983, 1991) or Positive Accounting Theory
(PAT) (Zimmerman, 1977; Watts & Zimmerman, 1979). In this paper we choose the NIS
because we understand that is more appropriate to explain the pressures, by the point of view

of sociopolitical and economics nexus, in Brazilian’s convergence process in public sector.
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Based on what Weber (1978) defined as the bureaucratization stemming from the
capitalist market economy, which he called the "iron cage," DiMaggio & Powell (1983) argue
that, once a group emerges as a field, rational actors make their organizations more similar,
through an isomorphism process. In this sense, Meyer & Rowan (1977) affirm that this
ismorphism seeks more legitimacy than an improvement of performance.

DiMaggio & Powell (1983) then define three types of isomorphism: coercive, mimetic
and normative. Coercive isomorphism results both from formal and informal pressures exerted
on organizations by other organizations on which they depend. In turn, mimetic isomorphism
results from uncertainty environments, where organizations copy models, when the
environment does not provide clear answers. The third source of isomorphic changes, the
normative, derives mainly from the professionalization, that is, the force exerted by a certain
profession in the work environment.

In this context, examining the environmental factors affecting the IPSAS adoption
decision for a sample of 110 countries, Sellami and Gafsi (2019) found a positive influence of
external public funding (coercive isomorphic pressure), the degree of external openness
(mimetic isomorphic pressure), and the importance of public sector organizations on countries
decision to adopt IPSAS.

On this way, some studies also examines changing process in governmental accounting
in European countries (Sargiacomo & Gomes 2011; Ryan, 1998; Mattison, Nési & Tagesson,
2004; Lande, 2006; ter Bogt; 2008), Australia (Ryan, Guthrie & Day, 2007), Japan (Yamamoto
& Noguchi, 2013) and the USA (Carpenter & Feroz, 2001).

On the other hand, just feel papers board non-Anglophone countries (Yamamoto &
Noguchi, 2013) and, especially on South America. Analyzing Colombia and Peru, Brusca,
Gomez-Villegas & Montesinos (2016) indicate that the IPSAS adoption is still a goal and the
convergence process to IPSAS can be observed through the institutional theory as a process of
isomorphism in which the IPSAS application is more rhetorical than practical, due to the fact
that the financial statements are not being used in decision-making process in government
entities yet.

In Brazilian case, some studies indicate the progress and some differences between

Brazilian federation entities on the adoption of the Brazilian Public Sector Accounting

105



_ c A F I ARAUJO, Jodo Gabriel Nascimento de; SOUZA, Fernando Gentil de. (2020) Walking
‘n c’ toward ipsas adoption: a discussion about brazilian public sector changes under the
Contabilidade, Atudric, Finonses & Informasae — persective of institutional theory. Cafi, v. 3 n. 1, p. 103-113. ISSN 2595-1750

Standards from the convergence process to IPSAS in specifics cities and states (Amorim &
Marques, 2019; Couto & Moraes, 2019; Castro, 2016).

Our position on this paper is that exists particular institutional pressures on Brazilian’s
IPSAS adoption (and in the convergence process). Throughout the text, we will defend this
point of view, better clarifying our view on the subject.

Given this background, and the expressive influence of Brazil in the continent, it
justifies this study who aims to examine the influences of institutional forces on the process
of convergence in governmental accounting in Brazil.

This paper is organized in four sections. In addition, the second section outlines the
adoption of IPSAS in Brazil. In the third part, we approach, from NIS point of view, this process
of change in Brazilian government accounting; and finally, we made some final considerations

on the subject

2. THE ADOPTION OF IPSAS IN BRAZIL

The internationalization of public accounting began with the creation of the
International Federation of Accountants (IFAC) in 1977. This institution was created with the
purpose of strengthening public sector accounting worldwide, developing high-quality
accounting standards, for the proper adoption and application thereof. (Nascimento, 2007;
Salaroli, Almeida & Gama, 2015).

The International Public Sector Accounting Standards Board (IPSASB) is an IFAC
committee, which is an international, non-profit entity responsible for the development of
IPSAS, providing guidance and resources for its use in public entities around the world in the
preparation of its financial statements.

The process of elaboration of IPSAS counts on the contribution of various entities and
actors (participating agents) around the world, in a democratic method that opens the
opportunity for interested parties to improve the standards made available for public
consultation. The IPSAS proposal, issued by the IPSASB, is available on the Internet as a draft
called Exposure Draft (ED), for receiving comments letters. After this moment, IPSASB filters
and analyzes the suggestions that can be accepted or not, as long as it contributes to an

international public accounting standard (IFAC, 2019).
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According to Bezerra Filho (2016), Brazilian public accounting goes through a moment
of effective structural renovation and indispensable updating. The focus on public equity, the
transparency of information as an inducer of controls and the need for convergence with IFAC's
international standards are the central vectors of this challenge.

The process of change began with the publication of the Brazilian’s boards of
governmental accounting (NBC TSP) and the inclusion of the public area in the Brazilian
Convergence Committee in 2008. The Federal Government also made a great contribution,
especially with the Ministerial Order of the Ministry of Finance 184/2008, Decree 6976 / 2009,
the National Treasury Secretariat Ordinance 548/2015 and the MCASP, which established the
new chart of accounts (PCASP) to be applied in the accounts of all Brazilian public
administration bodies, improving the current Financial Statements Applied to the Public Sector
(DCASP), provided for in Federal Law 4320/1964, and inserting others, such as: the Statement
of Cash Flow and the Statement of Changes in Shareholders' Equity.

On this way, Botinha (2018) found that the perceived quality of accounting was pointed
out as being one of the determinants in the reduction of perceived corruption, and Chan (2010)
indicated that International Public Sector Accounting Standards (IPSAS) could be considered
as a tool to combat corruption in developing countries, because unless integrity is assured in

financial information, the credibility of government financial information is threatened.

3. AINSTITUTIONAL VIEW OF THE PROCESS OF ADOPTION OF IPSAS IN
BRAZIL

As pointed by many studies (Hood, 1995; Groot & Budding, 2008; McGregor, 1999;
Micallef & Peirson, 1997; Yamamoto & Noguchi, 2013) since the 1980s many countries have
initiated public sector reforms, supported by New Public Management (NPM) adoption, with
the objective of improving public sector efficiency with the adoption of accrual accounting
being a prominent feature.

Guthrie (1998) suggested that the perceived “self-evident” link created between accrual
accounting and efficiency becomes from the large adoption by many OECD countries. In this
context, we can suppose that a coercive pressure forced developing countries to adopt such
practices. Miller (1994) pointed that this establish much more legitimacy in international

context than improve efficiency. This position was enforced by Ahn, Jacobs, Lim & Moon
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(2014) and Yamamoto & Noguchi (2013), who studies the adoption of accrual based
accounting, respectively, in South Korea and Japan.

However, especially academics have taken a much more critical approach towards the
introduction of accrual accounting than the advocacy and development agency and regulators.
It suggests that these adoption are consequences of coercive pressures than provide significant

change in internal management (Hoque, 2005).

4. INSTITUTIONAL CHANGES IN DIFFERENT LEVELS OF BRAZILIAN
CONTEXT

In this section, we discuss some real cases of Brazilian context on IPSAS adoption,
based on direct observation, several informal interviews with different agents on Brazilian’s
public sector in different levels and various institutions and literature review.

Is important point that the examples showed here are not and do not pretend to be
exhausted, but only illustrative. Our intention is foment the debate and clarify some institutional
pressures which exists in this process.

We start point that each level, each institution sphere, has different structure, which
means that, for example, the armed forces (linked to the federal sphere) can develop a system
of costs and in the same region, cities (municipal sphere) cannot even control their own budget.
These differences are decisive for the adoption of the standard. The difference between different
spheres of government lead to different levels of adoption and consequently information useful
only to those that are in the condition of federal or state entities and their equivalents.

To illustrate, while the municipalities of the state of Paraiba suffer from the
insufficiency of basic public management tools (Santana, 2008), the Fire Department of the
same state (state sphere) has already been able to implement a Balanced Scorecard (BSC).
Another example is the results of the analysis of the adoption of IPSAS in the Brazilian states
(Sasso, Souza & Varela, 2019) who shows that the states of nation are in several different stages
of adoption.

Starting from the mimetic pressures, we have the adoption of management software in
public entities. Moreover, we can cite the case of Brazilian federal universities: by management

option, most universities adopt the same integrated system of patrimony, administration and
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contracts (SIPAC), which was developed by the Federal University of Rio Grande do Norte
(UFRN).

Identified pressures resulting from education and class and professional organizations,
normative pressures, are derived, for example, the Court of Auditors, which promotes a few
times a year the Accounting and Fiscal Week for States and Municipalities (SECOFEM), whose
discussions and trainings are directed at the public servants and managers of the state and
municipal spheres.

Another regulatory pressure concerns the outsourcing of accounting services. Small
municipalities and public bodies can (and do), for lack of structure and resources, accounting
through outsourcing, that is, hiring some private office to execute the accounting part. Often
the same office takes over the accounts of dozens of counties. This many times creates a lack
of connection between management procedures and day-to-day entities, since accounting is
only performed to comply with a rule, but it is not institutionalized.

In accounting education, we also find normative pressures. The international norms in
the private sector were and still are widely diffused in the graduation in accounting, including
the appearance of a discipline called "international accounting" in several curricular grades that
in the last decades brings new concepts and new procedures that are being adopted.

On the other hand, the public sector, in addition to having a few disciplines in the
curricular grades on accounting degree (often only two or three 60-hour courses), does not have
a specific one on international standards - which leads to a difference between the standards
and the valuation of public accounting in the Brazilian context.

This view is reinforced by the work of the Federal Accounting Council (CFC), which
requires approval in a test to perform the function of accountant, called the Examination of
Sufficiency. This test is applied in this format since 2011, twice a year, containing 50 questions,
which requires the minimum set of 25 questions to be considered fit to practice the profession.
However, historically, only 2 are about public accounting, demonstrating some disinterest in
the class organization in which the accountant understands the minimum about accounting
applied to the public sector and its changes.

In order to have an idea, to perform the function of external auditor or forensic
accountant, the professional must submit to another specific test, also elaborated by the CFC,

which does not occur in the case of accounting professionals in the public sector.
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As example of coercive pressure, we can cite the most of the changes who occurs. A
coercive logic exists in Brazilian courts of law, which are influenced by the higher courts. In
the case of the Superior Electoral Court, it requires a copy of behavior that influences the
regional electoral courts through rules and conduits for expenses and accounting procedures,
execution and in the accounting context.

This pressure also exists on the part of the states and municipalities that most depend on
federal government transfers. These transfers, defined by the Brazilian Federal Constitution,
are called the Federal and State Participation Funds (FPE) and Municipal Participation Funds
(FPM). The more dependent on the state or county is these funds, i.e. the less own revenue the
entity has, the more it needs to adapt the rules and behaviors required by the union to receive
the feature.

Perhaps the most coercive pressure comes from external controls. The Brazilian Federal
Constitution prohibits public entities from being audited by private companies. In this sense,
the Court of Auditors and other control bodies, trained by their own schools, are gaining
strength, which dictate the degree of adoption within what will be required and what is expected
to be applied. Thus, if the aforementioned federal universities adopt their management software
by mimicry, before that choice there was a technical opinion from a Court of Auditors that
recommended the use of this type of management tool.

In addition, the National Treasury Secretariat (STN) has implemented the Patrimonial
Accounting Procedures Implementation Plan (PIPCP), which establishes a series of deadlines

for the adoption of certain accounting procedures for the different spheres of power.

5. CLOSING COMMENTS

This work sought to approach the adoption of IPSAS in the Brazilian context, supported
by several practical situations, with support in institutional theory.

Our intention was not to exhaust the subject or to approach it in depth of case studies,
but rather to bring to light the debate of the changes that have occurred in the Brazilian public
sector since 2008, with a look at the pressures in these processes.

We consider the central aspect of this paper to demonstrate that, in general, different
actors such as class councils, court of accounts, national treasury secretariat and universities

represent important sources of pressures to influence changes in the adoption of IPSAS in the
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Brazilian context. Even in smaller structures, such as the municipalities of a state, it is possible
to observe the action of institutional pressures. In this way, we strongly suggest the study of
these relations to explain specific phenomena that lead to implementation.

We suggest as next steps could be to examine qualitative factors such as: the quality of
the financial statements; impact on wider management practices (are budgets based on accruals,
the use of the balance sheet to inform decision making, etc.); and whether external stakeholders
(citizens, elected members, societal groups, etc.) consider that the introduction of IPSAS has

improved accountability.
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