13.12.2016 SafeAssign Originality Report

safe y/assign

by Blockbonrd

(http://safeassign.blackboard.com/)

JEDEP 19 - PROF. UNIV. DR. MANUELA EPURE

Prof. univ. dr. Manuela Epure
on Tue, Dec 13 2016, 11:53 AM

17% match
Submission ID: 127036594

Attachments (1)

Luminita_lonescu.doc null%
Word Count: 2,050 Attachment ID: 147678165

Luminita_lonescu.doc

1 (ONLINE) = ISSN 2285 — 3642

https://ush.blackboard.com/webapps/mdb-sa-BBLEARN/originalityReportPrint?course_id=_10714_1&paperld=147678165&&attemptld=&course_id=_10714_1

113


http://safeassign.blackboard.com/

13.12.2016 SafeAssign Originality Report

The Role of Accounting and Internal Control in Reducing Bureaucracy in the Public Sector

Luminita Ionescu 1,

3 1 SPIRU HARET UNIVERSITY, BUCHAREST, ROMANIA ABSTRACT. The aim of this
paper is to present the relation between efficient internal control and accounting procedures and
how the internal control system could play an important role in reducing bureaucracy. Nowadays,
the government accounting and control of public finances are a national and international priority,
in the context refugee crisis and terrorist attacks. Modernization of the public sector accounting
could accelerate the process of reducing bureaucracy by implementing accounting information

system and electronic signature.

The reform of the public administration in all European countries developed new control
techniques and procedures in order to control public sector budget and financial activity. Efficient
intern control procedure and managerial responsibility could contribute to good governance,

transparency and low level of bureaucracy.

Keywords: internal control, accounting information, bureaucracy JEL Codes: M40, M42 1.
Introduction The role of accounting in the modern society is more important then ever and the
professional accountants are responsible for the financial reporting elaborated in the public sector
or economic entity. International Public Sector Accounting Standards (IPSAS) are explaining the
importance of accounting for a fair representation of the effects of transactions, expenses, revenues

and other events, in order to present reliable and accurate information for the public management.

The responsibility for the preparation and the financial reporting varies from one country to other,
but in general, the chief accountant or the chief executive are involved in elaborating the
accounting information for the top management. In the same manner, there are controllers or
finance managers who are responsible for approving or controlling the financial statements. Thus,
the responsibility for the preparation of the consolidated financial statements of the government as
a whole usually rests jointly with the head of the central finance agency (or the senior finance
official, such as the controller or accountant-general) and the finance minister (IPSAS 1—

Presentation of financial statements, p. 37).
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The development of the financial reporting is generating bureaucracy in the public sector because
of detailed explanation for the financial position, financial performance and other changes in net

assets/equity in the public sector administration. 4 IN THE LAST DECADES, THE NOTES
OF THE FINANCIAL REPORTING CONTAIN A GROWING SUMMARY OF

PROCEDURES. The bureaucracy is growing all over the world in the public administration and a
significant level of bureaucracy could become a negative phenomenon, but must be under control

by monitoring internal rules and regulations (Ionescu L, Robertson K, 2016).

We could observe the growing bureaucracy in the correction of inappropriate accounting policies
and rectified financial reporting either by disclosure of the accounting policies used, or by other
notes or explanatory material. Thus, the deficit or the surplus for the end of the period could be

identified in many reports, as presented in table no. 1:

Table no. 1. The Components of the Financial Statement Including Deficit or Surplus Indicator
No.

Financial statements components

4 1 STATEMENT OF FINANCIAL POSITION;

3 cash flow statement;
4 explanatory notes;
5 statement of changes in net assets/equity;

Source: Adapted from www.ifac.org/ IPSAS 1—Presentation of financial statements The various
numbers of financial reports is related to the company performance and depending on the users’
interest, principles, conventions and adopted accounting rules for determining the results (Ionescu

C and Ionescu C, 2016).
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Internal control could be an efficient instrument in fighting against bureaucracy in the public sector
accounting, by implementing modern procedures and using the internet control. Also, internal
control is a crucial factor in ensuring the quality of financial information for the public

administration using the most modern and flexible techniques (Ionescu C and Ionescu C, 2015).

2. The Role of Accounting in Reducing Bureaucracy The modern accounting methods are flexible
and the accounting information is understandable for most of the users in the public
administration. Reforming Romanian public sector accounting recorded good results for the
financial reporting relevance, reliability and transparency in the last 26 years. One of the most
important principles of the accounting reform is substance over form, meaning that the substance
of transactions or other events is not always consistent with their legal form. But, most of the public
servants have a reasonable knowledge of the entity’s activities and the environment in which it
operates, and to be willing to study the accounting information. In order to reduce bureaucracy, the
accounting information is to represent faithfully the transactions and other events that it purports
to represent, in accordance with their substance and economic reality. Accrual accounting system is
a useful instrument to reduce bureaucracy and improve transparency, not only for public managers
and stakeholders, but also for employees and general public, who are well informed about the

nature of financial and fiscal information provided by the accountants.

Eliminate some excessive bureaucracy by reducing the hierarchy of the finance and accounting
departments is a priority for the public managers. Thus, in the last decades we could observe the
growing number of professional accountants with good knowledge in the public finance, law and
accounting methods. Traditionally, accounting information was build and produced on paper by
numerous accountants working in the public administration, sometimes ineffective and inefficient,
but in the 21st century, accounting information system (AIS) became an efficient system of
collecting, storing and high speed processing financial and accounting data with good results for
the public managers. Thus, the financial reporting can be obtained by accounting information
system (AIS) inside the public entity or externally with professional accountancy firms and many
modules of accounting were developed as: management accounting, cost accounting, financial
accounting or internal control. In the figure below we could observe the accounting information

system (AIS) in the public administration:

Fig. no.1. The Accounting Information System (AIS) in Public Administration Documents:
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The advantages of using accounting information system (AIS) are relevant and important for the
public managers and other users, such as: investors, creditors, managers, owners, customers,
employees, regulatory agencies. The reliability of using accounting information system (AIS) could

be identified by: security, confidentiality, availability and integrity of the data base.

An important step in reducing bureaucracy in the public sector accounting is the adoption and
implementation of electronic signature in Romania since 2001. Despite the fact that electronic
documents are appropriate for creating, processing, sending and receiving accounting information,
for decades in Romania most of the contracts were signed on papers and all the financial reporting
was approved and sign by managers on paper with blue ink. Recently, the benefits of using
electronic signature were understand and approved by most of the users from the public sector and
private one, as well. According to the Law no. 455/2001, electronic signature means data in
electronic form, which are included in, attached to or logically associated with a document in
electronic form and serve as a method of identification. The advantages of using electronic
signature could be identified in saving time and effort from the public accountants and managers to
write, read and copy the financial reports, integrity of the data and authorisation by the qualified
managers, confidentiality of the data, automate and streamline reporting. Understanding the
benefits of the accounting information system, electronic signatures become best practice for all
public agencies in Romania and for the fiscal administration. Thus, most of the financial reporting
and the financial statements are verified and approved by electronic signature, then upload on the

Finance Ministry’s site or other fiscal agencies.

Table no. 2. Reducing Bureaucracy by Accounting No.
Accounting techniques

1 Implementing accrual accounting system,;

2 Implementing accounting information system;

3 Adopting electronic signature;

4 Implementing signature-verification;
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5 Implementing internal control;
Source: Author’s own work

3. The Role of Internal Control in Reducing Bureaucracy There is a strong connection between
accounting and public internal control because of using the public funds, recording expenses and
issues of sustainability- economic, environmental and social. In Romanian public administration,
the reform of the internal control was developed on the following components: financial control,
managerial control, management control standards and managerial responsibility. We present link

between these components in the figure below:
Fig. no.2. The Accounting Information System (AIS) in Public Administration
Source: Author’s own work

The reform of the internal control is very common on all European countries and is part of the new
public management. By reforming internal control in public entities we could reduce bureaucracy
and wasting the public funds by implementing new procedures and techniques to improve the
management process. Causes of bureaucracy are instability of legislation, confusion, poor public

management and insecurity of the public servants (Ionescu L, Caloian F, 2014).

According to INTOSAI GOV 9120 (2004) the role of the internal control is to provide a foundation
for government accountability and public management control, to prevent theft and fraud, to
increase transparency and efficiency in the public sector. There is a high pressure on the public
finances and public budget in all European countries, and governments made many changes in the
way in which public internal control operates and how it is organised. Internal control could be

efficient by following the general objectives, such as:
- protection of the public funds and budgets;
5 + COMPLIANCE WITH THE REGULATIONS, NORMS AND LAWS;

- development of the accounting system;

- preventing fraud and corruption;
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- implementing new techniques of verifying data and financial information in the public

administration.

In order to reduce bureaucracy in the public sector an efficient technique is to implement electronic
control of the documents, data and financial reporting. Electronic financial administration is
available in all European countries, very common in local administration and local agencies. Thus,
most of the citizens and companies could apply electronically to request fiscal certificates and
statements. The local administration and fiscal administration are organised to provide on-line
services to the taxpayers and to control the electronic files submitted by citizens. The main benefits
of electronic control of the documents and electronic administration include: efficiency,

accountability and management responsibility, instant access to data base and permanent control.

4. Conclusions This paper presents some aspects about the role of accounting and internal control
to reduce bureaucracy in the public sector and the complexity of the information in the public
administration. Implementing accrual accounting system is a useful instrument to reduce
bureaucracy and adopting digital signature is an efficient tool to increase speed and efficiency in
the Romanian public sector. Electronic financial administration is a modern system to fight against
bureaucracy and corruption in the public administration and implementing new and modern

electronic control techniques will prevent fraud, corruption and money laundering.
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