HIP. 3koHomuka (Ne 3 (63), 2023). 64:29-34

YK 334.02

MpumeHeHne MexpayHapoaHbIX CTaHAApPTOB y4yeTa
B rocyaapcteeHHOM cekTope (IPSAS) npu noagrotoeke

6roaxeTa pOCCUNCKUX BY30B

Application of International Public Sector Accounting Standards (IPSAS)
in the Preparation of the Budget of Russian Universities

DOI 10.12737/2587-9111-2023-11-3-29-34

Daxen Myctacha Canex

AcnupasT,

®rAQY BO «Ypanbcknit thefepanbHblii yHUBEPCUTET

umeHn nepsoro lMpeangenta Poccun b.H. EnbumnHa»,

Poccus, 620002, r. Ekatepun6ypr, yn. Mupa, a. 19;

JlekTop, chakynbteT, Anb-®Pypat Anb-ABCaT TEXHUYECKWI YHUBEPCUTET,
Pecny6nuka Vpak

e-mail: mustafaaladli@gmail.com

MonyyeHo: 12 anpena 2023 r. / Ogo6peHo: 3 mas 2023 r. / Ony6ankosaHo: 26 uioHs 2023 T.

Dakhil Mustafa Salih

Postgraduate Student,

Ural Federal University named after the First President of Russia
B.N. Yeltsin,

19, Mira St., Ekaterinburg, 620002, Russia;

Lecturer, faculty of Al-furat Al-Awsat technical university, (ATU),
Republic of Iraq

e-mail: mustafaaladli@gmail.com

AHHOTauus

B ctatbe paccmatpuBaroTCs BO3MOXHOCTU NpuMeHeHns MexayHapoaHbIx
CTaHAapPTOB (PUHAHCOBOW OTYETHOCTU NS 06LLECTBEHHOrO CEKTOPa B POCCHIA-
CKIX YHUBEPCUTETAX A5 NOBbILIEHUS NOJOTYETHOCTI NPY NPUHATIAN PELLEHNI
0 NOAroToBke 6tofpkeTa. BHeapeHne MexxayHapoaHbIX CTaHAAPTOB (HMHAHCOBON
OTYETHOCTM Ans 06LUecTBeHHOro cektopa (IPSAS) ABnAeTCS BaXHbIM LLArOM
INs ONTUMWU3aLMA NOArOTOBKM GHOKETOB BbICLIMX Y4eOHbIX 3aBefeHuiA. Lienb
1CCNEA0BAHNSA COCTONT B PACKPbITUN COLEPXKaTeNbHbIX aCMNeKTOB BHEAPEHUS
MexayHapoaHbIX CTaHAAPTOB (DMHAHCOBOI OTHETHOCTW NS 06LLECTBEHHOMO
CeKTopa Ans 06ecneyeHns NOAOTYETHOCTY M MPO3PAYHOCTM BHOKETHON (PUHAH-
COBOW OTYETHOCTW YHUBEPCUTETOB. B npouecce nccneaoBanns 6o MCnonb-
30BaHbl TaKNe MeTOAbl, KaK MHAYKUNS, NeAYKLNS, aHANU3 1 CUHTEe3. Pesynbrar
CCNE0BAHMS BbIPAXaeTCs B 060CHOBAHUI BRXXHOCTU NOArOTOBKN 6I0KETOB
ANs BbICLWIMX Y4eOHbIX 3aBefeHnii Poccuitckoii defepaumnm B COOTBETCTBUN
¢ MexayHapoaHbIMK CTaHAapTamu (OMHAHCOBOW OTYETHOCTW ANS 06LLUECTBEH-
HOrO CEeKTOpa.

KnioyeBble €n0Ba: HHOBALMOHHAA AKTUBHOCTb, MEXaHIU3M YNpaBneHus pas-
BUTWEM, CUCTEMA MOKa3aTenelt, nporpaMma MHHOBALIMOHHOM0 pasBuTUA, Npo-
MbILLNEHHOE npeanpuaTie.

1. Introduction

The International Board of Public Sector Accounting
Standards (IPSASB) develops IPSAS™, a collection-
based standard used by governments and other public
sector entities to create general purpose financial
statements [1]. The establishment of International
Public Sector Accounting Standards (IPSASs) was
initiated in the early 1990’s based on the International
Financial Reporting Standards (IFRS) [2] in existence
at that time for application in the private sector. The
IFRSs were modified, where necessary, for application
in the public sector with additional accounting standards
established that applied only to the public sector
(i.e. public budgeting) [3]. Through these standards,
IPSASB secks to improve the quality, consistency,
and transparency of public sector financial reporting.
The International Board of Public Sector Accounting
Standard issues guidelines and facilitates the exchange
of information between accountants and others in the
public sector. The Ministry of Finance of the Russian
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Federation develops national standards based on IPSAS
to ensure transparency of financial reports. Adjustment
of the national IPSAS standard in the public sector
is a very important part of public administration reform
in Russia. The beginning of the budget accounting and
reporting reform was laid by the concept of reforming the
budget process in the Russian Federation in 2004—2006.
The creation of the basic conditions and requirements
for maximum efficiency in the management of state
(municipal) funds in accordance with the priorities
of state policy was identified as a main objective in the
concept. One of the mandatory conditions for the reform
of budget accounting in the Russian Federation was the
approximation of the classification of the national budget
to the requirements of international standards [4].

The implementation of IPSAS can add a number
of benefits to the public, including accounting
coordination, which allows for better comparability
of accounting systems around the world. Furthermore,
these criteria also aim to significantly improve the
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quality of financial information for a wider audience,
improve resource allocation decision-making, ensure
greater transparency, and increase decision-making
accountability [5]. The application of these standards
can improve the effectiveness of budgetary surveillance,
as well as improve governance by providing comparative,
clear, and concise accounting information from one
country to another [6]. The international organization
called on developing countries to adopt IPSAS, which
provides financial assistance to developing countries.
Other countries, regardless of their political and economic
systems, are encouraged to align their national standards
with the TPSAS.

The purpose of financial statements is to provide in-
formation to meet the needs of financial statement users
who are not in a position to demand a report update
on their needs. General-purpose financial statement users
include taxpayers, members of parliament, creditors, sup-
pliers, media, and public sector employees. Financial
statements prepared in accordance with IPSAS must
present the financial position, financial performance, and
cash flow of an entity [7]. In order to meet these require-
ments, a university entity must, first of all, observe the
general qualitative features of financial reporting. Such
qualitative features of financial reporting are the basic
principle of preparing financial statements in accordance
with IPSAS. The four main qualitative features are com-
prehensibility, relevance, reliability, and comparability.
It should be noted that the method of adopting IPSAS
in universities can help in preparing plans for university-
based financial activities based on the source of funds,
thus making it more effective for achieving university
goals.

The impact of investment in education for develo-
ping countries and the countries that are in transition
with the economy is usually measured in terms of costs
and benefits. Focusing on input or overall educational
outcomes (e.g., literacy rate, school enrolment, and the
average length of schooling), while important, does not
reflect performance, whether resources are actually being
used, or how efficiently they are being used. Performance
is difficult to measure, but it is essential if education sys-

tems achieve their goals and ensure a reasonable return
on public investment. Figure indicates the role and mo-
tivation and accountability relationship of stakeholders
and beneficiaries between different levels of government
and between government and suppliers and outside go-
vernment [8].

Other goals included modernization and efforts
to shift education and focus on technical innovation:
while reducing the number of existing universities, plans
were announced to create up to 150 new public univer-
sities specializing in technological innovation in order
to improve Russia’s international position. In 2012, Rus-
sia also established the Council for Enhancing the Global
Competitiveness of Russian Universities and launched the
so-called Russian Academic Excellence Project 5/100,
an initiative that provides ample funding for a group
of 21 leading universities to strengthen research and the
inclusion of five Russian universities in the top 100 uni-
versities in the global university ranking by 2020. The ini-
tiative also aims to change the composition of students
and academics on Russian campuses, attracting 10%
of academics and 15% of students from abroad.

2. The Budget of the Education Sector

Education is a major policy priority in most OECD
countries. In 2018, OECD countries spent an average
of 3.4% of GDP on primary, secondary and post-se-
condary education, of which 3.1% came from public
sources and another 0.3% from private sources. In the
same year, the OECD’s average spending on tertiary
education was 1.4% of GDP, of which 1.0% came from
public sources and 0.4% from private sources [9]. Edu-
cation funding needs to be equitable between schools
and students, efficient due to current government budget
constraints and effective because of the significant con-
tribution of education to social and economic goals.
Budgeting on education expenditure is an important
factor in achieving efficiency, effectiveness, and equity
goals in education. Based on the above review of budget
management in the university in general, this section will
analyse the governance of the budget from the perspective
of the education sector. Education budgeting presents

Government ‘ Ministry of Local Provider " Education
Policy " | education (Policy) | Government Performance ik Qutcomes
T
K
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Figure. Overview of the governance process
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a topic that needs a specific focus that has not been ex-
tensively analysed in past literature. Depending on the
level of education and the type of resources considered,
the budgeting regime of the education sector in a coun-
try can vary greatly.

The role and responsibilities of each actor in budget-
ing in the education sector have shifted to many countries
due to the trend of decentralization in the last three de-
cades. Decentralization has created new relationships and
changed decision-making power, especially between the
central government, the Ministry of Education, and stake-
holders [10]. Table shows, which can be used to identify
and evaluate performance in education, also serves as an
overview of the types of governance challenges.

Table
Performance issues and indicators for education
Area Issue Key indicator
Budget And | Budget processes | PEFA indicators track budget
Resource reliability, completeness,
Management transparency, execution,
accounting, reporting and control
Budget leakages | Inconsistency between public
education budget funds and
amounts received by education
providers
Human Job purchasing Frequency of illegal side-payments/
Resources bribes influencing hiring decisions
and of payments for particular
assignments
Teacher Fraction of teachers contracted
absenteeism for service but not on site during
the period of observation
Corruption Perceptions Share of households, government
Perceptions | of corruption employees. The relative ranking
of the education sector in terms
of corruption indices
Institutional The Country and Policy Institutional
quality Assessments for education

3. Sources of Funds

Funding for educational institutions in OECD coun-
tries usually comes from funds and public and private
sources of international organizations, the structural
funds of the European Union from which some EU mem-
ber states may benefit. In 2011, on average in OECD
countries, the cost of education at all levels of education
was 3.9% from public sources and 1.1% from private
sources [11].

The OECD contributes to the raising of funds for
education at various levels of government across the
country. In OECD countries, primary funding is 52%
from the central level, 23.7% from the regional level, and
27% from the local level. On average in OECD countries,
the final funding is 36.3% from the central level, 23.9%
from the regional level, and 43.4% from the local level
[12]. The Eurydice report states that in many countries,
intermediate authorities collect their own revenues

in addition to funds received from central authorities, and
in more than two-thirds of the countries covered in the
report, local or regional authorities contribute to financing
their own education. However, the share of funds from
the state vs intermediate authority in the total education
budget varies greatly in different countries. The fundraising
authority may have more authority over the allocation
of these funds, although this is not always the case.
Expenditures on higher education in the federal
budget from 2013 to 2015 Increased: RUB 477.2385 bil-
lion (2013); 484.106 billion rubles; 2015: 513.537 billion
rubles (2014). This trend continued even after the adop-
tion of amendments to the Law on the Federal Budget,
which reduced the previously announced amount
of funding for higher education by 4.5%. In 2015, ex-
penses increased by three percent compared to 2014 —
from 498.173 billion rubles to 513.246 billion rubles.
In the year from 2012 to 2015, the share of expenditures
on youth policy, primary, secondary and preschool edu-
cation decreased quite significantly, while the percentage
of students in higher and postgraduate programs in-
creased from 74.2% in 2012 to 78.1% in 2014 and 84.9%
in 2015. If in 2014 funding nominally increased
by 1.2 times compared to 2011, then in real terms, the
growth was only 1.02 times compared to 2011 [13].

4. Financial management and budgeting
in Russian universities

The Ministry of Science and Higher Education of the
Russian Federation is responsible for improving the qua-
lity of the university's financial management through
the use of tools such as the planning and budgeting sys-
tem, management accounting, financial plan and eco-
nomic activity. The effectiveness of managing an educa-
tional organization in modern socio-economic conditions
has become of particular importance [14]. In the Federal
Law of May 8, 2010 No. 83-F “Fundamental changes
were made to the working conditions of state institutions,
provided for in the formation of legal and financial me-
chanisms that contribute to improving the quality and
accessibility of state and municipal services, and the
effectiveness of activities on amendments to some legi-
slative acts of the Federation Russian Federation in con-
nection with improving the legal status of state (muni-
cipal) institutions” [15]. State institutions and munici-
palities, these mechanisms include the system of financial
support for budgetary institutions and independent insti-
tutions, the expansion of their financial and economic
independence within the framework of the state’s mission.
The purpose of the work is to identify approaches to sol-
ving a practical problem to increase the internal efficiency
of the university. One of the main tools for solving this
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problem is the use of modern methods of financial ma-
nagement of higher educational institutions.

Budgeting, management accounting, control of finan-
cial resources, monitoring and evaluation of the efficiency
of financial activities in various fields, including the im-
plementation of programs and plans for the development
of the university, the implementation of internal control,
auditing and risk management. The most important mod-
ern tool is financial and budget management. In contrast
to budget planning, where expenditures are formed ac-
cording to cost management based on the needs of main-
taining activities, budgeting is a technique of budget
planning, built with an emphasis on the implementation
of the objectives and tasks of the organization. The bud-
get focuses on achieving some performance and involves
the development and improvement of alternative options
for action and development [16]. Results-oriented bud-
geting should become the most effective and progressive
form of financial planning, an integral part of mana-
gement accounting and modern financial management
within the University, which predetermines the thinking
of university leaders and their choice of priorities in the
implementation of activities [17].

5. Monitoring and evaluating the use of Resources

Responsibilities for monitoring and evaluating the use
of resources vary between countries and the types of mo-
nitoring and evaluation in question. Typically, the assess-
ment line is administered by the ministry [18]. However,
in many countries, the Ministry of Expenditure, their
agencies, the Ministry of Finance, and Parliament can
work together. In addition, monitoring and evaluation
are often performed at different levels of the education
system, with lower levels leading to more effective mon-
itoring and evaluation. For example, the Ministry of Fi-
nance in Iceland monitors the financial performance
of the Ministry of Expenditure compared to the budget
[19]. Ministries, on the other hand, decide on their per-
formance appraisal methods and monitor their progress
against goals and objectives [20].

In Croatia, the state treasury, located in the Ministry
of Finance, monitors the implementation of programs
spent by the ministry and evaluates them through the use
of performance indicators associated with government
priorities. In New Zealand, the Department of Education
oversees the finance department of the school sector.
It reviews the audited financial statements and may seek
clarification on liquidity problems, if performance is poor
or if net assets decline. In Denmark, ministries and agen-
cies determine the assessment models, and spending
agencies control and follow the expenditures and alloca-
tions allocated to them [21]. If there is a risk of over-
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spending, spending agencies may apply for an increase
in allocations. For this, the expenditure agencies have
to send their expenditure to the concerned ministry.
Applications can be sent to the Parliamentary Finance
Committee only after approval by the Ministry of Fi-
nance. The Ministry of Expenditure and the Ministry
of Finance also cooperate several times a year to monitor
fiscal policy and overall government funding. It is pub-
lished as Budget Outlook [22].

In Finland, the National Audit Office (NAO) is af-
filiated with the Finnish Supreme Audit Institution and
Parliament. The NAO audits state finances, monitors
and evaluates monetary policy, and oversees election
and party funding. It ensures that public funds are spent
in accordance with the decisions of Parliament, in ac-
cordance with the law, and it ensures that monetary
policy is used in a sustainable manner [23]. In Lithuania,
the National Audit Office, the municipal auditor oversees
the use of financial and material resources [24]. Quality
assurance of education is performed by the National
Agency for School Evaluation. In Sweden, the Financial
Council is an independent body appointed by the go-
vernment for eight years. The members of the council
are mostly academic economists, and it usually reports
to the government once a year during pre-budget dis-
cussions [25]. Most recently, in Australia, a committee
of members of the Australian Parliament and senators,
the Joint Committee on Public Accounts and Audit
(JCPAA) monitors the effectiveness of the funds allocated
to them by Parliament (The Australian Government Fi-
nance Department).The allocation of funds directly
to HEIs depends on the results of their activity [26]. Cur-
rently, there are functions of a system for monitoring the
effectiveness of higher educational institutions. The basis
for monitoring the education system is the Federal Law
No. 273-FZ “On Education in the Russian Federation”
(Part 5 of Article 97) dated December 29, 2012, and the
Rules for Monitoring the Education System, No. 662,
approved by the Government of the Russian Federation
on August 5, 2013 [27]. In addition, the regulatory and
legal framework is constituted with the Decree of the
President of the Russian Federation, No. 599, “On mea-
sures to implement state policy in the field of education
and science” dated May 07, 2012 [28]; the Order of the
Ministry of Education and Science of Russia, No. 244,
“On monitoring the effectiveness of higher educational
institutions” dated March 18, 2016 [29]. The system
of results consists of a number of indicators, the perfor-
mance of which directly impacts the amount of allocated
funds. The main indicators are: educational activity
(in particular, monitoring the average USE score of en-
rolled applicants); the ratio of the number of students
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and faculty (teaching staff); research activity (grants,
projects, etc.); international activity (including the num-
ber of foreign students); financial and economic activity;
the salary of the faculty as percent of the average wage
in the region; employment of graduates and other indi-
cators [30].

6. Conclusion

The Russian university financial statements and eco-
nomic crisis affect the implementation of IPSAS in va-
rious ways. The financial position of universities was
seriously affected by the demographic decline, which,
in the context of normative per capita funding, led
to a reduction in 168 Russian Education and Society.
New sources of financial support at universities have
not yet yielded significant results. The number of house-
holds taking out education loans remains low. The level
of income from earmarked capital funds, amid sharp ex-
change rate fluctuations, also proved to be insufficient
to significantly improve the economic situation of higher
education institutions. However, the state policy of con-
centrating funds in leading universities is fraught with
severe risks. In response to the financial crisis, Russia,
like the OECD and EU countries, gradually introduced
mechanisms for regulating public funds approved by ex-
perts. These mechanisms are designed to optimize state
budget spending on higher education. Some of the main
ones include:

1. Establishment of direct relations between public
resources and the activities of institutions; adopting
a competitive approach to overall resource allocation.

2. Increasing access to educational loans for students
enrolled in distance learning programs. These loans will
be designed to cover increased tuition fees and increased
household participation in co-financing higher education.

3. establishing strategic objectives, such as managing
revenue and expenses for the university budget; planning
the total volume of receipts and payments from the bud-
get; Optimal planning to improve the efficiency of the
use of funds from the internal budget and the external
budget in the universities.

4. Focus on innovation and scientific research and
develop internal and external partnership with researchers
in order to improve universities ranking; that leads to at-
tracting foreign students, which increases the revenues
in the budget of universities.
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