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ABSTRACT

The study assessed accountants’ perspectives on the moderating effect of professional boards on
the influence of external audit services on International Public Sector Accounting Standards
(IPSAS) implementation. IPSAS are standards used by Public Sector Entities (PSE) when
preparing their financial statements. The objective of IPSAS is to improve the accountability of
PSE. The objective of professional boards is to serve the public interest by ensuring competent
practice within an occupation. The boards typically have substantial power, which enables them
to impact knowledge to individual practitioners, members of the public, and the profession as a
whole. Tanzania PSE started using IPSAS in 2004 after it was adopted by the National Board of
Accountants and Auditors (NBAA), the accountancy professional board in Tanzania. The study
used primary data collected from 379 PSE respondents, comprising 306 financial accountants, 36
external auditors, and 37 internal auditors. Questionnaires were used to collect the data. The data
analysis techniques employed were means, percentages, standard deviation, and structural
equation modeling. Institutional Theory was used to assess the influence of professional boards
on the financial reporting practices of Public Sector Entities (PSE). The findings revealed that
professional boards have a significant positive moderating effect on the influence of external audit
services regarding IPSAS implementation. However, the study’s use of a cross-sectional design
may have prevented the researcher from making certain pertinent observations. This study is
unique in its approach of analyzing the impact of professional boards on PSE financial statements.
Key words: Professional Boards, External Audit Services, IPSAS, Implementation of IPSAS,
Public Sector Entities

INTRODUCTION

The International Federation of Accountants (IFAC) and Chartered Institute of Public Finance and
Accountancy (CIPFA) expect sixty-five percent of governments worldwide, i.e. ninety-eight
governments, to be reporting accrual financial information by 2023 (IFAC & CIPFA, 2018). The
Accrual-based International Public Sector Accounting Standards (IPSAS), issued by the
International Public Sector Accounting Standards Board (IPSASB), have become the international
benchmark for evaluating government accounting practices worldwide (Chan, 2008; Parker &
Bean, 2012). The empirical literature argues that the level of stakeholder engagement explains why
various governments have failed to implement IPSAS successfully (Huweish & Alshujairi, 2014;
Rossi et al., 2016). Stakeholder engagement encompasses the inclusion of not only the external
stakeholders in the IPSAS implementation efforts but also the internal stakeholders (Liider, 1992).
External stakeholders include external auditors, consultants and organizations representing
professional interests, such as professional boards, whereas internal stakeholders include the
producers of information, such as the central agencies, the managers of these agencies, Public
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Sector Entities (PSE) financial accountants, and internal auditors (Christensen, 2002). The
National Board of Accountants and Auditors (NBAA) is an accountancy professional board in
Tanzania, operating under the Ministry of Finance and Planning. A professional board refers to a
group of members of a particular profession who are responsible for maintaining the specialty
standards and certification of new members in the field of interest, through the examination and
documentation of continued competency (Millstein, 1995). The profession is characterized by
conformity to the ethical standards of a profession. The professional boards are expected to guide
both financial accountants and auditors during the introduction of accounting changes (INTOSAI,
2016; Ryan, Dunstant and Brown, 2002). NBAA therefore require PSE to prepare their financial
statements in compliance with the IPSAS requirements. Furthermore, the Controller and Auditor
General, the external auditors of PSE, should report to the parliament regarding whether or not the
PSE financial statements are in compliance with IPSAS (NBAA, 2009).

Pitulice (2013) analysed accrual accounting adoption in the Romanian public sector and noted that
the adoption process consists of three main stages; namely, initiation, the adoption decision and
implementation. NBAA initiated IPSAS discussions with the stakeholders, including the Ministry
of Finance and Planning, in early 2000, and adopted the standards in 2004 (NBAA, 2009).
Tanzania is in the implementation stage. IPSAS implementation is a structured, orderly exercise,
aimed at producing IPSAS-compliant, general-purpose financial statements (Bellanca &
Vandernoot, 2014). Athukorala and Reid (2003) investigated accrual accounting in developing
countries and noted that governments face challenges related to: the treatment of property, plant
and equipment; training and capacity building; personnel skills and numbers; and computerized
accounting systems. The challenges noted by PSE in Tanzania include: the recognition and
measurement of inventories in the accounting system; the impairment of non-financial assets; the
disclosure of related party transactions and balances; and the actuarial valuation of employees’
defined benefit plans (NAOT, 2017). The annual external audit opinion on the consolidated
financial statements of the Government of Tanzania for the year ended 30 June 2013 to 30 June
2019 have continued to highlight areas where PSE might improve compliance with the IPSAS
requirements (ACGEN, 2019). External auditing services, provided by external auditors, can be
used to address the skills shortages that have impeded IPSAS implementation hitherto (Brusca and
Martinez, 2016). External auditors can provide the technical capability required to improve the
performance of PSE and provide an enabling context for IPSAS implementation (Mbelwa,
Adhikari & Shahadat, 2019).

External audit services refer to the accumulation and evaluation of evidence to determine and
report on the degree of correspondence between the information and established criteria,
performed by a competent, independent person (Arens, Randal and Beasley, 2012). Arens et al.
(2012) grouped external audit services into three categories; namely, assurance services, attestation
services and non-audit services, also known as consulting services. Assurance services aim to
confirm whether entities’ financial statements comply with the requirements of accounting
standards such as IPSAS (Kandemir, 2016). Through these services, external auditors create an
awareness of the deficiencies existing within the accounting system and internal controls of the
organisation and provide recommendations for improvement (Saleh, 2008). Furthermore, external
auditors give their opinion, i.e. an unqualified or modified audit opinion, on whether or not the
financial statements comply with the applicable financial reporting framework (Ahmad, 2016;
Harun & Robinson, 2010; Hepworth, 2010; Mhaka, 2014). It is argued that users of financial
statements react differently to different types of audit opinion (Pei and Hamill, 2013).
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Additionally, attestation services include the verification of financial information to ensure
compliance with IPSAS and the verification of the internal controls over financial reporting
(Arens, et al., 2012). External auditors can be engaged to confirm whether or not the management
has rectified any non-compliance with IPSAS that has been noted during previous audits, or
provide clarification on accounting treatment to ensure consistency within IPSAS application. The
parliament can use the external auditors’ attestation reports to demand accountability and improve
the governance of PSE (Schelker, 2013). Additionally, through offering consulting services,
external auditors can provide other services, such as training, network provision, capacity building,
on-the-job support, and knowledge bases (Jacobson, Butterill, & Goering, 2005).

It follows, therefore, that the professional boards have a significant role to play in IPSAS
implementation. The success of New Zealand and Australia regarding the implementation of
accrual accounting emanates from the existing framework, that addresses the professional abilities
and relevance of individuals in the profession according to the existing and emerging international
standards (Bellanca & Vandernoot, 2014; Champoux, 2006). Chartered Accountants Australia and
New Zealand and the Institute of Certified Public Accountants of Australia addressed the training
and technical support of its members within the countries (IFAC, 2018). However, empirical
studies reflect the mixed reactions regarding the professional boards. For instance, the Institute of
Chartered Accountants of Ghana (ICAG) seems to suffer from shortcomings that have led to a
delay in the full implementation of the IPSAS reporting requirements. The country reported a skills
shortage and need for training at both the municipality and state levels, a role that ICAG is meant
to fulfill (Agyemang & Yensu, 2018). On the other hand, while the Institute of Certified Public
Accountants of Uganda (ICPAU) adopted fully accrual-based IPSAS as its accounting framework
in 2006, the implementation of the standards has been delayed (Ekelot, 2016). Saleh (2008) noted
that the professional boards appear to show little interest in public sector accounting and more
interest in private sector accounting.

Considering the IPSAS implementation challenges noted by existing studies and the usefulness of
external audit services, it was considered important to investigate the moderating impact of
professional boards on the influence of external audit services regarding IPSAS implementation.
The study assessed IPSAS implementation regarding the presentation of financial statements, the
related party disclosure, and tangible assets. The presentation of financial statements comprises
IPSAS 1 Presentation of Financial Statements, IPSAS 2 Cash Flow Statements, and IPSAS 3
Accounting Policies, Changes in Accounting Estimates and Errors; the related party disclosures
comprise IPSAS 20 Related Party Transactions; and tangible assets comprise IPSAS 12
Inventories, IPSAS 17 Property, Plant and Equipment and IPSAS 21 Impairment of Cash
Generating Assets. These standards were selected based on the status of IPSAS implementation
issues reported in the external audit reports. The IPSAS which were most frequently questioned in
the audit reports are IPSAS 12, IPSAS 17, and IPSAS 21; the IPSAS which was sometimes
questioned in the audit reports is IPSAS 24; and the IPSAS which were rarely questioned in the
external audit reports are IPSAS 1, IPSAS 2, and IPSAS 3. The accountancy professional boards,
being responsible for maintaining the specialty standards for both auditors and financial
accountants, may be one of the important mechanisms for improving accountability within the
public sector, if the findings demonstrate their moderating effect on the influence of external audit
services regarding IPSAS implementation.
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THEORETICAL BACKGROUND AND REVIEW OF THE LITERATURE

Theoretical Perspective

The institutional theory stresses that factors related to both the internal and external organizational
expectations and values can serve as a primary motivation for changes designed to improve
efficiency and effectiveness (Meyer & Rowan, 1977). The institutional theory seeks to explain the
isomorphism of organizations, a key feature of which is that organizations may accept certain
characteristics in order to appear legitimate when, in fact, there are no technical economic
efficiency gains from doing so (DiMaggio & Powell, 1983; Opanyi, 2016). The Institutional
Theory addresses the role of institutional pressure in shaping the organizational practices and
actions of countries that seek to adopt global practices in order to legitimate their national practices
(Judge, Li and Pinsker, 2010). Judge et al. (2010) argue that institutional pressures result in a
country’s isomorphism. According to DiMaggio and Powell (1983), normative isomorphism
results from changes to the professional standards for a given area. Professionalism connotes what
the members of a given profession collectively deem to be appropriate behaviour. Individuals
within a given occupation tend to adhere to certain norms and cultural actions, which create
legitimacy. Normative pressure is diffused through the involvement of prospective professionals
with training and educational institutions and professional print media, such as trade magazines.
DiMaggio and Powell (1983) further argued that mechanisms for diffusing the normative pressure
are essential if organizational norms are to emerge. Furthermore, Galaskiewicz (2006) investigated
the professional networks and institutionalization of a single mind-set and found that, when
individuals face ambiguity, they develop an inclination to seek assistance from their professional
network and strengthen their ties with the network members, which enables them to understand
how to act in any given situation. This implies that the individual’s conformity to normative
pressure can prompt organizations to undertake structural changes in order to align themselves
with the institutionally-acceptable norms (Slack & Hinings, 1994).

The Institutional Theory is relevant to this study because it explains the factors which can influence
the acceptance of international accounting standards, such as IPSAS. Thus, the Institutional Theory
provides insights into the factors that account for the differences in IPSAS implementation. It
explains how the external audit services may serve as a mechanism for diffusing global practices
—IPSAS —in PSE in Tanzania. From the theory, it is apparent that the professional boards facilitate
the liaison between the actors in PSE and external auditors who are interested in improving the
quality of the financial reporting within Tanzania’s public sector.

Empirical Literature and Study Hypothesis

Iliya Nyahas, Munene, Orobia and Kigongo Kaawaase (2017) considered the influence of
professional norms on voluntary disclosure, and concluded that coercive and normative
mechanisms are significant in explaining voluntary disclosure. Abdullah (2014) assessed how to
improve government accounting and financial management reporting in Irag and concluded that it
is necessary for the accounting bodies to adopt international accounting standards to improve
significantly government transparency and accountability as a means of promoting financial
sustainability. Rossi et al. (2016) investigated the harmonization of public sector accounting in
Europe and concluded that IPSAS resulted from the quest for internationally relevant and
comparable financial information from PSE, and that there is no uniform approach to the
application of these standards. Akhidime and Ekiomado (2014) evaluated the challenges and
implications related to the implementation of the International Financial Reporting Standards
(IFRS) in Nigeria. The research concluded that there is low and inadequate capacity-building by
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the Nigerian external auditors because of the poor professional development programs being
offered by the two professional accountancy bodies in Nigeria, and the local challenges posed by
the non-amendment of Nigeria’s corporate financial reporting laws in recognition of IFRS.
According to IFAC (2014), countries can adopt IPSAS as their local accounting standards or use
them as a framework for developing their own local standards. In some countries, that lack a well-
developed accounting profession, the international standards have become the local accounting
standards. Based on Kaya and Koch (2015)’s argument, one would expect that, if a country lacks
local accounting standards, it is more likely to use international standards to regulate the public
sector accounting. Indeed, there have been instances, such as in the United Arab Emirates and
Barbados, where the difficulties associated with developing local accounting standards have led to
the use of global standards (IASB, 2016).

IPSAS implementation is thus a strategy for conforming to the forces of globalization because it
helps to harmonize the accounting practices within the public sector and ensures consistency
within accounting regarding transactions that occur anywhere around the globe. In addition, when
the public sector ensures that its financial reporting practices adhere to the highest levels of
transparency and comparability, it becomes easy for a country to increase its foreign direct
investment inflows and enhance its global competitiveness. IPSAS resulted from the quest for
internationally relevant, comparable financial information from PSE, and there is no uniform
approach to the application of these standards. The study has developed a conceptual framework,
based on the various literature reviewed. Figure 1 summarizes the proposed study model.

Figure 1: Conceptual Framework

Professional
Boards (PRB)

External Audit | Implementation of
Services (EAS) IPSAS (ImpIPS)

Source: Developed from the Literature

Christensen (2002) considered the key actors of change to include the professional boards as the
promoters of change. Accountancy professional boards can provide training, seminars, and
certification to financial accountants and auditors, hence ensuring that they possess the necessary
skills to implement IPSAS (IFAC, 2018). Professional boards can also institute other requirements,
such as the need for directors to sign and provide the external auditors with a letter of
representation during the audit, the need for engagement letters to be signed before any audit
engagement begins, and the need for the head of finance and accounts to provide a declaration that
the financial statements follow the IPSAS requirements. From this, the following hypothesis was
developed:

Hi: Professional boards positively moderate the influence of external audit services on IPSAS
implementation
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RESEARCH METHODOLOGY

The study used the positivism paradigm and a cross-sectional design as the research design, while
the deductive approach was used as the research approach. The study was conducted in Tanzania,
to cover PSE. As on 30 June 2017, there were 594 PSE in Tanzania using IPSAS. The financial
accountants and internal auditors of the PSE using IPSAS were randomly selected to be included
in the study. Included in the 594 entities was the National Audit Office Tanzania (NAOT). The
external auditors from the NAOT were randomly selected for inclusion in the study. The
population of the study consisted of financial accountants, external auditors, and internal auditors
from Tanzania’s PSE. There were 5,869 financial accountants, 686 external auditors, and 707
internal auditors in PSE (ACGEN, NAOT and IAG Records, 2018). The units of enquiry were
financial accountants, external auditors and internal auditors who were expected to possess
adequate information regarding IPSAS implementation and the use of assurance services. This is
supported by Huweish and Alshujairi (2014), who argue that financial accountants and auditors
are the best informed individuals regarding an entity’s accounting systems. This study applied
Taro Yomane’s formula (i.e. S =n/ (1+n (e) ?), as cited by Ahuja (2001), to determine the sample
size, which was calculated at a 5% margin error and 95% confidence interval in order to identify
the maximum sample size.

This study used quantitative data collection instruments. A questionnaire was used to collect the
data, based on a 5-point Likert Scale (1 = strongly disagree to 5 = strongly agree). Many scales
have been developed and used to measure people’s perceptions of a given research variable
(Hinkin, 1995). However, a 5-point Likert scale was adopted because increasing the scale from
five to seven or nine points does not improve the reliability of the ratings (EImore & Beggs, 1975).
The study solely relied upon the perceptions and views of government entities’ financial
accountants, external auditors, and internal auditors as the primary data from which to draw its
conclusion. This is due to the fact that they are directly involved in IPSAS implementation. Also,
the study considered the construct reliability (CR), which mainly examines the reliability
measurement and internal consistency of the variables that form the latent construct. According to
Hair et al (2010), the CR must be at least 0.6 in order to accept that it exists among the variables.
However, other authors, such as Anderson and Gerbing (1988) and Bagozzi and Yi (1988), assert
that the CR should be at least 0.7. This study adopted the argument that CR should be at least 0.7
to claim that construct reliability is present because, the larger the coefficient, the higher the
construct reliability.

This study assessed the construct validity in order to examine the quality of the structural equation
model. The construct validity includes the convergent validity and discriminant validity. The
convergent validity simply examines whether the items included in the construct do not meet at
the same construct (Bagozzi & Baumgartner, 1994). The discriminant validity examines whether
the measures of the variables that are unrelated do not correlate among themselves (Fornell &
Larcker, 2006). It is attained when the interfactor correlations are less that the square root of AVE
(ibid). Bagozzi & Baumgartner (1994) explain that the convergent validity is attained when the
Average Variance Extracted (AVE) is at least 0.4, while other authors, like Fornell and Larcker
(2006), depict that AVE should be at least 0.5 in order to claim that convergent validity has been
attained. This study considered that AVE should be at least 0.5 in order to claim that convergent
validity has been attained because the greater the value of AVE, the higher the convergent validity.

This study applied Means (M), Percentages (%), Standard Deviations (SD), and Structural
Equation Modeling (SEM) analysis to the data. Mean scores were applied in order to rank the key
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variables with their specific items while percentages were used to analyze the respondents and
government entities’ profiles. The Coefficient of Variation (CV) was computed, which is the ratio
of the standard deviation to the mean. The higher the coefficient of variation, the greater the level
of dispersion around the mean. The lower the value of the CV, the more precise the estimate. In
using SEM, the researcher assessed the goodness of fit indices; namely, the absolute fit indices,
incremental fit indices and parsimony fit indices. The absolute fit indices include the Goodness of
Fit Index (GFI) and Root Mean Square Error Approximation (RMSEA), that were used to examine
the extent to which the prior model fits the data (McDonald & Ho, 2002). The recommended GFI
is 0.90 (Byrne, 2013) or the value closer to 0.90 (Thadani & Cheung, 2011). On the other hand,
the recommended RMSEA should be less than 0.08 (Hoe, 2008; Steiger, 2007). However, Browne
& Cudeck (1992) argue that the RMSEA value of 0.08 indicates that the model fits the data fairly
well. The incremental fit indices basically compare the Chi square value and baseline model to
demonstrate the fitness of the good model (Miles & Shevlin, 2007). The incremental fit includes
the Adjusted Goodness of Fit Index (AGFI), which is obtained by adjusting the GFI based on the
degree of freedom (Tabachnick & Fidell, 2012). The Comparative Fit Index (CFl) is one of the
incremental Fit Indices that assesses the extent of the lack of correlation of the latent variable and
attempts to compare the sample covariance matrix (ibid). The CFI’s recommended index is at least
0.90 (Hair et al., 2010), while the AGFI should be at least 0.80 (Chau & Hu, 2007). In the case of
a parsimony fit, the CMIN was calculated in order to examine the goodness fit of the model. It is
calculated by dividing the chi-square (A?) with the degree of freedom (df), and is recommended to
be less that 5.0 (Bollen, 2006; Ullman, 2006).

Table 1: Operationalization of the Research Variables

No. | Category Research Measurement Reference
Variable
1 Independent External Audit | Assurance Services (ASS) Baker et al. (2006);
variable Services Audit procedures performed Mbelwa et al.
(EAS) Awareness of the issues raised in the | (2019; Ahmad
management letter (2016)

Types of Audit Opinion
(Likert Scale: 1 —5)

Attestation Services (ATS) Fargher and
Verification of amounts reported Gramling  (1996);
Review of the financial statements Yunchen et al
Clarification of accounting treatment (2015)

Presentation of issues to the PAC
Verification of internal controls
(Likert Scale: 1 —5)

Consulting Services (COS) Ciconte Il et al.
IPSAS training offered by consultants (2014); Joe and
Network provided by consultants Vandervelde (2007)

Capacity building activities by consultants
IPSAS support offered by consultants

IPSAS training materials provided by
consultants

(Likert Scale: 1 - 5)

2 Moderating Professional Impact of seminars offered to members Abdullah  (2014);
variable Boards (PRB) | Provision of IPSAS certification Akhidime and
IPSAS Declaration by the head of finance Ekiomado (2014);

Signing of engagement letters Christiaens et al.

Signing of letter of representation (2015); lliya

(Likert Scale: 1 - 5) Nyabhas et al. (2017)
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No. | Category Research Measurement Reference
Variable
3 Dependent Implementatio | Presentation of Financial Statements (PFS) Bellanca and
variable n of IPSAS | Consistency in presentation of financial | Vandernoot (2013;
(ImplIPS) statements Olayinka et al.
Presentation of comparative information (2016)

Classification of cash flows items

Use of direct method in cash flow presentation
Disclosure of accounting policies

Disclosure of measurement bases for items in the
financial statements.

(Likert Scale: 1 - 5)

Related Party Disclosures (RPD) Ariff and Hashim
Disclosure of: (2013)

e controlling entity

nature of related party relationships
amounts of related party transactions
types of related party transactions
elements of the related party transactions
e key management remuneration

(Likert Scale: 1 —5)

Tangible Assets (TAN) Bellanca and
Disclosure of Vandernoot (2013;
e how inventories are measured Olayinka et al.
e when inventories are expensed (2016)

e information regarding components of the
carrying value of PPE

e information on derecognition of PPE

e how impairment losses are recognized

o classes of assets affected by impairment
losses

(Likert Scale: 1 —5)

RESEARCH FINDINGS

Demographic Characteristics of the Respondents

In the process of collecting the data, 379 self-administered questionnaires were distributed to the
respondents throughout the PSE in Tanzania. The respondents were 306 (80.7%) financial
accountants, 37 (9.8%) internal auditors, and 36 (9.5%) external auditors. 379 questionnaires were
collected from the respondents, giving a 100% response rate. This high response rate could be a
result of using email to distribute the questionnaires and the subsequent follow-up calls. As all
PSE financial accountants and auditors have access to email, the process of responding to the
questionnaires was simplified. Furthermore, the prior relationships with the respondents and the
fact that the questionnaire was blinded could have influenced the response rate. In terms of
professional qualifications, 259 (68.3%) respondents are Certified Public Accountants (CPA), five
(1.3%) respondents are Certified Chartered Accountants by the Association of Certified Chartered
Accountants (ACCA), two (0.5%) respondents are Certified Management Accountants (CMA),
and one (0.3%) respondent is a Certified Internal Auditor (CIA) by the Institute of Internal
Auditors (11A). 65 (17.2%) respondents hold an IPSAS Diploma, and two (0.5%) respondents hold
an IFRS Diploma. This shows that the respondents were professionally qualified and so possessed
adequate knowledge regarding the relationship between the professional boards, external audit
services, and IPSAS implementation.
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Descriptive Results

Mean scores were used to describe and rank the key variables of this study. The study applied the
categories of Mean results, as proposed by Graham and Oxford (2006) and Oxford and Burry-
Stock (1995). Mean results have been categorized into three groups i.e. low (Mean score = 1.0 to
2.4), medium (Mean score = 2.5 to 3.4), and high (Mean score = 3.5 t0 5.0).

The moderating effect of professional boards regarding the influence of external audit services on
IPSAS implementation was high, with a mean of 4.09, an SD of 0.519, and a CV of 0.127.
Specifically, PRBO1: seminars, offered by professional boards, aim to update the knowledge of
external auditors to ensure that they continuously check IPSAS compliance during the audit (M =
4.15, SD = 0.558, CV =0.134), PRB02: IPSAS certification by professional boards aims to equip
external auditors with the appropriate skills to verify compliance with IPSAS requirements during
the audit (Mean = 4.15, SD = 0.571, CV = 0.138), PRBO03: a declaration by the head of finance
influences the external auditor to review the procedures that the head of finance has completed to
ensure IPSAS compliance (Mean = 4.16, SD = 0.682, CV = 0.164), PRB04: engagement letters
authorizing the external auditors to review the procedures that those charged with governance have
taken to ensure IPSAS compliance (Mean = 4.02, SD = 0.701, CV = 0.174), and PRBO05: a letter
of representation that influences external auditors to review the procedures that the management
has taken to confirm that the financial statements comply with the IPSAS requirements (M = 3.96,
SD = 0.723, CV = 0.183). The mean results hence showed that the professional boards have a
positive impact in ensuring that the members comply with the required standards.

Multicollinearity

The study also examined whether a collinearity problem existed within the data. It used the Value
Inflated Factor (VIF) and Tolerance Value (TV) to detect the collinearity problem. The VIF in all
predictors should be less than ten (10) and the TV should be greater than 0.1 to indicate that there
is no collinearity problem among the variables (Vatcheva and Lee, 2016). The calculated VIFs and
TVs showed that there was no collinearity problem among the variables because the VIF for all
factors was less than 10 and the TV were greater than 0.1, as shown in Table 2 below:

Table 2: The Collinearity Statistics

S/N | Variable Collinearity Statistic
VIF TV

1 External Audit Services (EAS) 1.364 0.733

2 Professional Boards (PRB) 2.138 0.468

Source: Field Data, 2018

Confirmatory Factor Analysis

The study’s hypotheses were to be tested using SEM. However, before testing the hypotheses, it
was important to assess the goodness of fit indices in each initial model to conclude whether or
not they fitted the data well.

A confirmatory factor analysis for the professional boards was performed. The professional boards
were explained as five (5) items that were coded from PRBO01 to PRBO5 to indicate the first to fifth
item. Initially, the model produced poor goodness of fit indices that required modification. In the
initial model, the chi-square = 16.221; df =5, P = 0.006; CMIN/df = 3.244; GFI = 0.982, AGFI =
0.947, CFl = 0.988 and RMSEA = 0.077. The standardized regression weights and squared
multiple correlations were examined. The model was modified by deleting the fifth item (PRB05)
because its squared multiple correlation fell below the recommended level. After modifying the
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model, it produced a chi-square of 2.953 and P-Value of 0.228. The Chi-square value was
insignificant, which indicated that there was no statistically significant difference between the
default and the saturated models. The goodness of fit indices, namely CMIN/df, GFI, AGFI, CFI
and RMSEA, all lay within the recommended values, which indicated that the model fitted the
data well.

Hypotheses Testing

The SEM results showed that external audit services positively influence IPSAS implementation.
Furthermore, the results showed that professional boards have a significant positive moderating
effect on the relationship between the external audit services and IPSAS implementation (f =
0.157, Significant at 0.001). Therefore, professional boards strengthen the role of the external audit
services to ensure smooth compliance with the IPSAS requirements.

Table 3: The Regression Weights for the Moderating Effect
Path Estimate S.E. C.R. P Label

ImpIPS <--- PRB | 0.157 0.032 4.879 ikl

*** means it is significant at 0.001
Source: Field Data (2018)

The developed model shows the moderating effect of professional boards on the relationship
between external audit services and IPSAS implementation. As nothing can be predicted perfectly,
there is always a residual error (e), as shown by e; to e1: in the developed model. The residual error
shows the variance that is unexplained by the independent variable.
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Figure 2: Moderating Effect of the Professional Boards on IPSAS Implementation

[ Ass || ATs || cos |

DISCUSSION OF THE FINDINGS

The study examined the moderating effect of professional boards on the influence of external audit
services regarding IPSAS implementation. The descriptive results reveal that the seminars offered
by the professional boards, IPSAS certification, requirements for the head of finance to declare
that the financial statements prepared by the entity comply with IPSAS, requirements for external
auditors to issue engagement letters and obtain letters of representation from PSE influence
compliance with the professional standards, and hence compliance with IPSAS. On performing
the confirmatory factor analysis, the factor that letters of representation influence external auditors
to review the procedures that the management has taken to confirm that the financial statements
comply with the IPSAS requirements was dropped. This raises questions regarding the importance
that the auditors have placed on these letters of representation. The quantitative results indicated
that professional boards have a significant positive moderating effect regarding the influence of
external audit services on IPSAS implementation. The findings support earlier studies by
Galaskiewicz (2006) and Brusca and Martinez (2016), who concluded that professional boards are
important stakeholders in IPSAS implementation. The findings are also in line with the
institutional theory, which explains that professional boards can create normative or mimetic
isomorphism, which may lead to compliance with the professional standards.

CONCLUSION AND RECOMMENDATIONS

The study concluded that professional boards have a significant positive moderating effect on the
influence of external audit services on IPSAS implementation. An accountancy professional board
offers IPSAS seminars and workshops to ensure that financial accountants and auditors understand
the IPSAS requirements and so facilitate smooth compliance. Furthermore, professional boards

11
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offer IPSAS certification to both financial accountants and auditors to equip them with the
knowledge required to perform their duties. Moreover, the professional requirements require the
PSE management to submit representation letter to the external auditors, and the head of the
accounts section to provide a declaration that the financial statements that they are submitting for
audit comply with the IPSAS requirements. The engagement letter, signed by both the external
auditors and the management, aims to ensure that both parties understand their responsibilities
with respect to the audit engagement, specifically the preparation of financial statements in
compliance with IPSAS and the issuing of audit opinions on those financial statements.

According to the institutional theory, professional boards have a positive impact on IPSAS
implementation. Based on the empirical literature, professional boards are important stakeholders
in IPSAS implementation (Brusca & Martinez, 2016). The positive relationship between the
existence of professional boards and IPSAS implementation attests to the three ways in which
professional boards influence IPSAS implementation. Professional boards offer training to PSE
personnel and bridge any skills deficiencies that could potentially undermine IPSAS
implementation. In addition, professional boards help their members to update their skills set in
response to the changes in IPSAS. Independently, PSE are unlikely to recognize the need to change
their accounting policies and procedures so, without the initiatives of the professional boards, the
level of IPSAS implementation in these entities could remain low. Thus, professional boards play
an important role in providing the impetus for IPSAS implementation in PSE.

Professional boards also set the standards that their members should observe when formulating
their accounting policies and designing their accounting systems and procedures. They also update
these standards regularly in order to keep them in line with the emerging trends and developments.
As already noted, PSE probably lack the capability to initiate the systems’ changes that precede
IPSAS implementation, so professional boards help them to fill this gap arising from the lack of
this capability. By adhering to and updating the standards established by the professional boards,
the level of IPSAS implementation increases. Professional boards also enforce compliance with
the standards they have set, which explains the positive relationship between professional boards
and IPSAS implementation. PSE managers who fail to conform to the professional boards’
standards are likely to face punitive measures, such as the revocation of their membership of
professional boards, and thus the professional boards provide a strong incentive for IPSAS
implementation. Consequently, one should expect to observe differences in IPSAS implementation
in PSE whose managers are members of professional boards and compared with entities whose
managers are not members of such boards. The study recommends that accountancy professional
boards should continue to strengthen their role of ensuring that their members are always equipped
with up-to-date knowledge regarding IPSAS in order to improve PSE accountability. The
Controller and Auditor General report for the year ended 30 June 2018 noted that the
implementation status of issues raised in relation to IPSAS compliant financial statements showed
inadequate improvements compared to previous years, owing to insufficient management follow-
up to address the outstanding audit recommendations.

While this study focused on the moderating effect of professional boards on the influence of
external audit services on IPSAS implementation, there could exist other factors that determine
the level of IPSAS implementation in PSE. For instance, the size of an entity could influence the
amount of resources that it receives so, in turn, the resource allocation determines the
accountability pressures facing the entity’s managers. The nature of service that PSE provides
could also influence the scale of the accountability pressures facing it and, therefore, the need for
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it to implement IPSAS. The study did not examine the differences in the level of IPSAS
implementation. The disaggregation of the study participants in accordance with their level of
IPSAS implementation could reveal important insights into the factors at play at a given level of
IPSAS implementation. Several factors might be significant at low levels of IPSAS
implementation, but lose their significance at higher levels. The failure to account for the
differences in the level of IPSAS implementation amounted to a fundamental error in the
conceptualization of the entities under study. In the absence of the separation of these entities, the
study findings could mask important dynamics underlying the observed trends.
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