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ABSTRACT 
 
The study evaluated the impact of International Public Sector Accounting Standard (IPSAS) on the 
financial accountability of selected local governments of Oyo State, Nigeria. The impact of IPSAS 
adoption on corruption reduction, transparency and accountability in the selected Local 
Governments were critically examined. The study which adopted survey design collected data using 
five point likert-scale questionnaires which was administered on sample of 105 Accountants and 
Internal Auditors in the selected local governments of Oyo State Nigeria.  
The data was analyzed using descriptive statistics. The hypotheses formulated were tested using 
chi-square analysis at 5% level of significance. The result of the study showed that adoption of 
IPSAS increases the level of accountability, transparency and reduces corruption in the selected 
local governments. This implied that the economy of Nigeria will be better off if IPSAS is fully 
adopted and implemented. 
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Having seen IPSAS as the agents of the needed change in Nigeria, the study recommends                     
that Nigerian government should enact an enabling law to back up the adoption and              
implementation of IPSAS and more importantly institute appropriate sanctions to ensure full 
compliance.  
 

 
Keywords: IPSAS; financial accountability; corruption; transparency; local governments. 
 
1. INTRODUCTION 
 
Accountability in the midst of mistrust and 
dishonesty in handling public fund is a serious 
issue which bedeviled the Nigerian public sector. 
Most successive administrations at the Federal, 
State and Local Government always lay 
emphasis on the problem of corruption, 
misappropriation and non-accountability. Despite 
numerous laws and relevant institutions that exist 
in Nigeria, there has been significant increase in 
the number of reported cases of all kinds of 
misappropriation of public funds and properties. 
 
Evidences abound that public funds in Nigeria 
are misappropriated and not well utilized. For 
instance, the Police Pension scandal, a fraud of 
over N40 billion pension scam of N5.6 billion 
involving Oyo State Head of Service [1], $1.6 
million bullet proof BMW car in the Aviation 
Ministry [2], the former Petroleum Minister, Alison 
Maduekwe money laundering issue, just to 
mention a few. Moreover, the Federal, State and 
especially the Local government levels are faced 
with the challenges of transparency and 
accountability in their cash-based accounting and 
budgeting systems. [3] further butressed this 
assertion by reporting that cases of fraud is 
prevalent in the Nigeria public sector and every 
segment of the public service seem to be 
involved in one way or the other. 
 
As a result of increasing demand for greater 
transparency and accountability in management 
of public finances, most governments all over the 
world have resolved to reform their government 
financial management systems and processes. It 
was in response to this challenge that the 
International Federation of Accountant (IFAC) 
through "International Public Sector Accounting 
Standard Board" (IPSASB) came up with 
"International Public Sector Accounting 
Standard" (IPSAS) of public affairs in the country 
[4] 
  
The introduction of IPSAS formed an important 
part of public sector reforms and is a centrepiece 
of the global revolution in government accounting 

and in response to calls for greater government 
financial accountability and transparency [5,6]. 
IPSAS ensures high standards which serve as 
catalyst for the preparation of sound and 
transparent financial statements. This in turn 
improves operational performance, accountability 
and efficient allocation of resources. 
  
In fact, IPSAS is operationalized to provide 
accurate and comprehensive accounting 
information with a view to demonstrating 
appreciable level of accountability, stewardship 
and credibility. This entail providing interested 
parties with unambiguous and comprehensive 
information regarding the financial consequences 
of the economic, political and social activities of 
government [7].  
  
Furthermore, Adebayo [8] noted that IPSAS 
ensures good financial practices with the 
capability of disclosing financial irregularities 
swiftly within the public sector irrespective of the 
size of such public institution. In order to have a 
good picture of IPSAS and its implications on 
public sector accounting, this study therefore 
seeks to examine the impact of IPSAS adoption 
on financial accountability in selected local 
government areas of Oyo State. 
 
1.1 Statement of the Problem 
 
The role of the local governments as a veritable 
instrument for rapid development of rural and 
urban areas can not be under estimated. They 
are strategically located to play a pivotal role in 
national development. However, it is observed 
that the numerous local governments in Nigeria 
are entrenched with corruption, lack of 
accountability and transparency orchestrated by 
cash basis of accounting. Therefore, in order to 
reduce corruption to the barest minimum, IPSAS 
was introduced in order to ensure a holistic 
reporting of government's financial transaction 
and position. Several governments have 
introduced IPSASs because it is considered to 
be good and timely. According to [9] while some 
adopt the standard wholesomely, others adopt 
and modify the standard.  
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Despite the benefits derivable from its adoption, 
[5] contended that the adoption of IPSAS is 
expensive in all material respect, such that its 
much advertised benefits do not justify the cost 
of its implementation. Thus, it is not quite 
established whether the adoption and 
subsequent proper implementation of IPSAS 
would have appreciable positive or negative 
impacts on the Nigerian economy. Therefore, this 
study seeks to evaluate the impact of IPSAS on 
financial accountability of selected local 
governments in Oyo State, Nigeria. 
 
1.2 Objectives of the Study 
 
The broad objective of the study is to evaluate 
the impact of IPSAS on financial accountability of 
selected local governments in Oyo State, 
Nigeria. While the specific objectives of the study 
are to: 
 

• Determine the impact of IPSAS adoption 
on corruption reduction in the selected 
local Governments of Oyo state and  

• Examine the effect of IPSAS adoption on 
transparency and accountability in the 
selected Local Governments of Oyo State. 

 
1.3 Hypotheses of the Study 
 
The study formulated and tested the following 
hypotheses: 
 

1HO: IPSAS adoption does not reduce 
corruption in selected local governments of 
Oyo State,   
2HO: IPSAS adoption does not enhance 
transparency and accountability in selected 
local governments of Oyo State, Nigeria.  
 

2. LITERATURE REVIEW 
 
2.1 Conceptual Issues 
 
2.1.1 Conceptual framework of IPSAS 
  
The development of the IPSAS has its origin in 
the accounting progression as a way to improve 
the transparency and accountability of 
governments and their agencies by improving 
and standardizing financial reporting. The IPSAS 
Board (IPSASB) is an independent standard 
setting board supported by the International 
Federation of Accountants (IFAC). The IPSASB 
issues IPSAS, guidance and other resources for 
use by the public sector around the world. 

The IPSASB (and its predecessor, the IFAC 
public sector committee) has been developing 
and issuing accounting standards for the public 
sector since 1997 [10]. As transactions are 
generally common across both the private and 
public sector, there has been an attempt to have 
IPSAS converged with the equivalent 
International Financial Reporting Standards 
(IFRS).  
  
The IPSAS are also developed for financial 
reporting issues that are either not addressed by 
adopting an IFRS or for which no IFRS has been 
developed. According to [11] cited in [12], most 
of the IPSAS are based on accrual basis which is 
in line with IFRS. The IPSASB started out with 
the conceptual framework of the International 
Accounting Standards Boards (IASB) and is in 
the process of developing its own conceptual 
framework to meet the financial reporting needs 
of entities in the public sector.  
  
The public sector, for the purpose of IPSAS, 
refers to national government, regional 
governments (e.g state, provincial and territorial), 
local government (e.g town and city), and related 
government entities (e.g agencies, boards, 
commissions and enterprises). The IPSAS 
applied in the preparation of general purpose 
financial reports that are intended to meet the 
needs of users who cannot otherwise command 
reports to meet their specific information needs 
[13]. IPSAS are aimed for application to the 
general purpose financial reporting of all public 
sector entities other than Government Business 
Enterprises (GBEs). GBEs are expected to apply 
IFRS [14]. 
 
2.1.2 Countries that have adopted IPSAS 
 
The increasing demand of high quality global 
financial reporting standards of public entities 
brought to the fore the craze for adoption of 
IPSAS by both the developing and developed 
countries. According to [8], the countries that 
have adopted IPSAS are grouped as follows:  
 
2.1.2.1 Countries that have fully adopted and 

implemented IPSAS 
 
Abu Dhabi, Albania, Australia, Azerbaijan, 
Bangladesh, Brazil, Canada, Cayman Islands, 
Cyprus, Costa Rica, East Timor, Fiji, France, 
Georgia, Japan, Kazakhstan, Kyrgyzstan, Latvia, 
Liberia, Lithuania, Malaysia, New Zealand, 
Nicaragua, Pakistan, Palestine, Philippines, 
Romania, Russia, Singapore, Slovak Republic, 
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Solomon Islands, Spain, Sri Lanka, Switzerland, 
Tanzania, Turkey, United Kingdom, Uruguay, 
and Uganda.  
 
2.1.2.2 Countries that are in the process of 

IPSAS adoptions 
 
Yemen, Vietnam, Zambia, Zimbabwe, Vanuatu, 
Argentina, Armenia, Barbados, Afghanistan, 
Argentina, Cambodia, China, Estonia, Gambia, 
Guatemala, Honduras, Jamaica, Mauritania, 
Mauritius, Namibia, Peru, Swaziland, Ghana and 
Nigeria. 
 
However, a review of the process of adoption 
and post IPSAS adoption and implementation in 
some countries such as New Zealand, South 
Africa, Brazil, Canada and Australia unveiled that 
IPSAS adoption and implementation by those 
countries increased efficiency and supported 
long-term planning and execution of policies and 
programmes in the country. The implementation 
also provided members of the legislatures, 
ministers, and other authorities of governments 
with more information for informed decision 
making [15,16,17]. 
 
2.1.3 IPSASs adoption towards transparency 

and accountability  
 
The global trends of event have informed both 
the private and public sectors on the need to 
address matters that bother on Transparency 
and Accountability. Without doubt transparency 
and accountability is all about being responsible 
to those who have invested their trust, 
confidence and resources to one in assigned 
position or office. According to Adegite[18] cited 
by [19], defined Accountability as the obligation 
to demonstrate that work has been conducted in 
accordance with agreed rules and standards and 
the officers reports fairly and accurately on 
performance results vis-à-vis mandated roles 
and plans. 
 
[20] says that public accountability is an essential 
component for the functioning of our political 
system. [21] viewed public accountability as the 
basic tenet of democracy. [22] seen it to be the 
duty to truthfully and transparently do ones duty 
and the obligation to allow access to information 
by which the quality of such services can be 
evaluated and being responsible and answerable 
to someone for some action.  
 
Similarly, the principle of transparency relates to 
the openness of government to its citizens. Good 
governance includes appropriate disclosure of 

key information to stakeholders so that they have 
the necessary facts about the government’s 
performance and operations. Accordingly, the 
government’s decisions, actions and transactions 
are conducted in the open [23]. In relating IPSAS 
adoption on Transparency and accountability, the 
UNAIDs programme committee board (2013) 
reported that IPSAS adoption will improve 
transparency and accountability of the financial 
report. [24] pointed out that IPSAS are standards 
of high quality which serve as catalyst for 
providing sound and transparent financial 
statements thereby improving operational 
performance, accountability and fair allocation of 
resources  
 
[5] observed IPSAS standards to improve 
transparency and accountability in government 
entity’s financial report. The development of the 
IPSAS has its origins in the accounting 
profession as a way to enhance the transparency 
and accountability of governments and their 
agencies by improving and standardizing 
financial reporting. Finally, [25] concluded that 
there are no doubts that applying universal high 
quality standards can promote efficiency, 
transparency which in long-run may promote 
public accountability. 
 
2.1.4 IPSAS adoption towards corruption 

reduction  
 
Over the years, citizens of some developing 
countries have been blaming and accusing their 
leaders of mismanagement and diversion of 
public resources for their personal gains. While 
some members of the public describe the ugly 
menace as stealing, others term it corruption[26]. 
It was in this direction that [27] observed that 
adoption and proper implementation of IPSAS 
would create avenue for reduction in case of 
manipulation of financial resources in the public 
sector since one of the objectives of IPSASs is to 
engender transparency and accountability in the 
operation of public entities. It was also added 
that full and proper implementation of IPSAS 
pave way for Related Party Disclosure which by 
extension check cases of corruption through 
effective, efficient, and transparent financial 
reporting in the public sector [28].  
 
Considering the fact that official corruption is a 
threat to government legitimacy and authority 
and reduces the amount of public money 
available to fund public services, adoption and 
implementation of IPSASs by the accounting 
profession are giant steps in the global fight 
against government corruption [5].  
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2.2 Theoretical Framework  
 
This study is anchored on Commander theory 
which was propounded in 1965 by Louis (Lou) 
Goldberg in course of his work titled “Inquiry into 
the Nature of Accounting” at Australia. It is one of 
the accounting theories that provides a strategic 
platform through which financial report disclosure 
activities is recognized. Commander theory 
constitutes a theoretical foundation and basis 
upon which the analysis of the impact of a cross-
sector transfer of accounting principles and rules 
to the public sector is based .The assumption of 
the theory has it that owner(s) of resources may 
also be the controller/director of the resources, 
but in some cases, separation between the 
control and ownership prevails.  
 
Where separation exists between the ownership 
and control of the resources, command is 
bestowed on the controller who has power and 
authority to direct the affairs of the institution 
while the owner(s) in turn, demands reports and 
accountability from the controller. The theory in 
respect to government sees top public office 
holders- such as ministers, special advisers, 
permanent secretaries etc. as commanders at 
the top level of a hierarchy of command who 
should be accountable to the state for the 
resources entrusted in their control through 
annual financial statement. Head of departments 
and directors who carry out the directives of 
ministers in their respective departments should 
also be accountable of the resources at their 
disposal to the relevant authorities which at the 
end of the period will be aggregated to form 
consolidated financial statements comprehensive 
enough to permit informed judgment by the 
financial information users. 
 
This theory becomes essentially relevant 
considering the fact that IPSASs advocate for full 
disclosure of financial information to enable 
interested financial information users take 
informed judgement. If full disclosure of public 
sector financial transactions is made, it would 
pave way for credibility and comparability which 
would lead to transparency of government 
financial and non-financial activities. 
 
3. METHODOLOGY 
 
3.1 Population of the Study 
 
The study was carried out in Oyo sate, Nigeria. It 
is an inland state in South -Western Nigeria and 

was formed in 1976, bounded in the North by 
Kwara state, in the east by Osun state, in the 
South by Ogun State and in the West partly by 
Ogun State and partly by the Republic of Benin 
[29]. The state is made up of three senatorial 
districts and thirty three local Government areas 
with Ibadan as its capital. Six local governments 
were purposively selected and they are Atiba, 
Oyo West, Oyo East, Afijio, Akinyele and Iseyin 
Local Governments. The population of the study 
consists of all Accountants and Auditors in the 
selected local governments of Oyo State. 
 
3.2 Sample Size and Sampling 

Procedure  
 
A sample of 105 respondents were selected at 
random, representing more than half of the entire 
population. Since it is not possible to cover all the 
staff in the organizations, the formula suggested 
by [30] was adopted by the study. The 
calculation of the sample size will be done as 
follows:  
                      

n = N /(1+α2 N)   
  

Where,  
 

N = population  
α = alpha level at 0.05 
n = estimated sample size 
 

Furthermore, the research made use of primary 
sources to collect data and they were analysed 
using descriptive statistics such as frequency 
and percentages, tables, charts and chi square 
analysis. The Five Likert Scales; Strongly Agree 
(SA), Agree (A), Undecided (UD), Disagree (DA) 
and Strongly Disagree (SA) was used to analyse 
this data collected from the respondents. 
 
4. EMPIRICAL RESULTS AND 

DISCUSSION 
 

4.1 Impact of IPSAS on Corruption 
Reduction in the Selected Local 
Governments 

 
The findings of the result as indicated in Fig 4.1 
showed that majority (more than 70 percent) of 
the respondents agreed that IPSAS gives no 
room for misappropriation of public fund, reduces 
diversion of public fund to private purse and 
reduces mismanagement of public fund. All these 
points to the fact that IPSAS curbs corruption in 
public offices and in local government councils. 
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Fig. 4.1. Impact of IPSAS on corruption reduction 
Source: Field survey, 2017 

 
Moreover the impact of IPSAS adoption on 
corruption reduction was tested using chi-square 
analysis and the result in Table 4.1 revealed Chi-
Square measure as 31.091 with a p-value of 
0.002 which falls on the rejection region of the 
hypothesis. Hence, the null hypothesis is 
rejected since the p-value = 0.002 < α = 0.05, 
assuming a 95% confidence interval. This clearly 
showed that IPSAS adoption reduces corruption 
in the selected local governments of Oyo State. 
 
This finding is corroborated with the report of [31] 
who posited that incidents of corporate frauds 
and irregularities such as false financial 
reporting, irregular transactions, inflated 
revenues and assets embezzlement which have 
been on the increase globally could be curbed by 
the adoption of IPSAS. Moreover, [32] asserted 
that IPSAS is concerned with the receipt, record 
keeping, safe keeping and disbursement as well 
as showing accountability of resources that are 
under the care of government officials within a 
given financial year. Thus, this reduces the rate 
of corruption in public sector organisations.  
 
Furthermore, the findings of the study in Table 
4.2 revealed that 80 percent of the respondents 
agreed that revenue generated by the local 
government is well accounted for through IPSAS, 
this showed that IPSAS makes the local 
government officials to be more accountable and 

transparent in all their dealings. Moreover, more 
than half of the respondents agree that with 
IPSAS, due process is being followed in 
government expenditure, project awards are well 
valued and proper records are kept for 
expenditures. This brings about transparency 
and accountability in both government revenues 
and expenditures. 
 
This finding is in conformity with the report of 
[24], who pointed out that IPSAS are standards 
of high quality which serve as catalyst for 
providing sound and transparent financial 
statements thereby improving operational 
performance, accountability and fair allocation of 
resources. In the same vein, Bellanca and 
Vandernoot [33] confirmed that IPSAS adoption 
improves transparency and credibility of financial 
information as it increases efficiency in 
government activities and ensures full disclosure 
of necessary material facts and figure in 
reporting financial transactions of government. 
 
In order to achieve objective 2 of the study 
which is to to examine the effect of IPSAS 
adoption on transparency and accountability in 
government financial reporting activities, Chi-
square analysis was used. The result of the 
analysis as indicated in Table 4.3 indicated that 
the adoption of IPSAS increases the level of 
accountability and transparency in the selected

 
Table 4.1. Chi-square analysis to determine the effect of IPSAS on reduction in corruption 

 
Variables X2 value df P Decision 
Reduction in corruption by public 
officers  

31.091 
 

16 0.002 S 

No of valid case  105    
Source:  Field survey, 2017 
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Table 4.2. Transparency and accountability in public sector financial reporting in Nigeria 
 

R/Q Transparency and 
accountability 
statement  

SA A U SD D 
F (%) F (%) F (%) F (%) F (%) 

1 Revenue generated 
are accounted for 
through IPSAS 

35 (33.3) 49 (46.7) 2 (1.9) 7 (6.7) 12 (11.4) 

2 All revenue collected 
by government are 
budget for all 
budgeted revenue 
collected. 

20 (19.0) 31 (29.5) 17 (16.2) 11 (10.5) 26 (24.8) 

3 The exact amount 
incurred by 
government are what 
being accountable  

18 (17.1) 35 (33.3) 14 (13.3) 21 (20.0) 17 (16) 

4 There are no 
leakages in 
government revenue  

8 (7.6) 21 (20.0) 13 (12.4) 28 (26.7) 35 (33.3) 

5 Due process in 
followed in 
government 
expenditure  

20 (19.0) 40 (38.1) 6 (5.7) 6 (5.7) 33 (31.4) 

6 Project awards are 
well valued  

16 (15.2) 42 (4.0) 14 (13.3) 9 ( 8.6) 24 (22.9) 

7 Proper records are 
kept for expenditures 

23 (21.9) 48 (45.7) 10 ( 9.5) 10 ( 9.5) 14 (13.3) 

8 Government advance 
payment are 
accounted 
adequately  

16 (15.2) 46 (43.8) 5 (4.8) 10 (9.5) 28 (26.7) 

9 Better use of public 
resources are 
encouraged by 
IPSAS 

36 (34.3) 49 (46.7) 10 (9.5) 4 (3.8) 6 (5.7) 

Source: Field survey, 2017 
 

local governments since the Chi-Square 
measure obtained is 27.995 with p-value of 0.032 
which falls on the rejection region of the 
hypothesis. Hence, the null hypothesis is 
rejected since the p-value = 0.032 < α = 0.05, 
assuming a 95% confidence interval. Thus, 
IPSAS adoption helps to promote transparency 
and accountability in the selected local 
governments in Oyo State.   

This result tallied with the findings of [5] who 
reported that IPSAS standards improve 
transparency and accountability in government 
entity’s financial report. Also, [4] butressed this 
assertion by concluding that there are no doubts 
that applying IPSAS can promote efficiency, 
transparency which in long-run promotes public 
accountability.

 
Table 4.3. Chi- square analysis to examine the effect of IPSAS on transparency and 

accountability in government financial reporting activities 
 

Variables X2 value df P Decision 
Transparency and accountability 
in public sector  

27.995 
 

16 0.032 5 

No of valid case  105    
Source:  Field survey, 2017 
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5. CONCLUSION AND RECOMMENDA-
TION 

 
The study sought to evaluate the impact of 
IPSAS on financial accountability of selected 
local governments in Oyo State, Nigeria. The 
result of the study showed that adoption of 
IPSAS increases the level of accountability, 
transparency and reduces corruption in the 
selected local governments.  
 
Hence, it is concluded that the adoption of IPSAS 
in Nigeria is expected to impact positively on 
operating procedures, reporting practices and 
hence strengthen good governance and relations 
with both the government and the governed. 
Based on the findings of the study, the following 
recommendations were made: 
 

i. Government at all levels should as a 
matter of necessity embark on continuous 
training and retraining of accounting 
personnel who are charged with the 
responsibilities of preparing the account in 
order to maintain and sustain enhanced 
credibility of financial statements by the 
public sector entities. 

ii.  The Federal Government should enact an 
enabling law to back up the adoption and 
implementation of IPSAS and more 
importantly institute appropriate sanctions 
to ensure full compliance. 
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