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Abstract. This study examines the impact of subjective and objective factors affecting the implementation of
financial statements under the new regulations of public service and administration units in Vietnam. The research
model and hypothesis has been tested by SmartPLS3 software with 213 survey samples from accountants and
managers working in public units in Vietnam. Research results show that: (1) The capacity of accountants at the
units has a positive impact on the implementation of financial statements according to the new accounting regime;
(2) The content of the new accounting regime and inspection activities of functional agencies have a positive impact
on the implementation of financial statements according to the new accounting regime. These results provide some
implications for the theory and implications of governance for public entities in Vietnam in implementing financial
statements to improve the quality of information on financial statements, serving the needs of increasing
accountability and decision-making of units.

Keywords. Circular 107/2017/TT-BTC, financial statements, public sector.

1. INTRODUCTION

The public sector around the world has undergone some changes recently in the direction of bringing
public sector activities closer to private businesses [1]. These changes have been known as the New
Public Management movement (NPM) [2], get started in the late 1980s. NPM is characterized by a
movement towards a new culture that emphasizes people's satisfaction and their participation in public
management, establishing measures to measure results and accountability, open to public sector
organizations to compete, and improve the assessment and decentralization processes in public service
management [3]. One of the most important aspects of NPM is the trend of financial information system
reform. Accrual accounting reform introduced by NPM, provide accurate information about the solvency
of the government, the cost of public services and the results of operations [4, 5]. Thus, the introduction
of the accrual basis in government accounting systems is one of the initial and perhaps determining steps
in the reform of public financial management [6]. During the past 30 years, there has been a wave of
reforms in government and public sector accounting systems, focusing mainly on implementing accrual-
based accounting systems and seeking convergence with the business accounting model [7]. International
organizations, such as the Organization for Economic Co-operation and Development (OECD), the World
Bank, and the International Monetary Fund (IMF), are pushing for convergence towards accrual
accounting and international public sector accounting standards (IPSAS) to create high-quality
comparable data, to facilitate auditing and to fight corruption, by improving accountability [7, 8]. The
adoption of International Public Sector Accounting Standards (IPSAS) is referred to in the literature as a
crucial starting point for public-sector accounting changes [9].

For Vietnam, in recent years with an open-door policy, increasing bilateral relations and multilateral
relations, Vietnam has increasingly affirmed its position in the international market [10]. In the
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multilateral commitments that Vietnam has signed, it must comply with the agreed roadmap with a
commitment to transparency in accounting information, especially transparency of public sector
accounting information. This has created a need to demand standardized, comparable, and internationally
recognized information [11]. However, the reality of the public sector accounting regime in Vietnam still
has many differences compared to public sector accounting in the world. Currently, Vietnam has no
accounting standards applied to the public sector [12]. There are many different accounting regimes
applied to different types of public units, for example, the public service and administration accounting
regime, the commune accounting system, the social insurance accounting regime, etc [13]. With the
changes in the state administrative reform and the shift of the financial mechanism to autonomy, the
requirement of information transparency to make the administrative and administrative accounting regime
comply with Decision No. 19/2006/QD-BTC with Circular 185/2010/TT-BTC is no longer appropriate.
Therefore, the Ministry of Finance on the basis of the spiritual approach of the International Public
Accounting Standards (IPSAS) has drafted and issued Circular 107/2017/TT-BTC guiding the
administrative accounting system, replacing the old accounting regime. The introduction of Circular
107/2017/TT-BTC has created a revolution that plays an important role in minimizing the difference
between the public sector accounting regime in Vietnam and the public sector accounting of countries in
the world are using IPSAS [14].

Financial reporting is one of the core functions of accounting in all target search organizations,
including public sector organizations [15]. The financial statements give stakeholders the accounting
report on financial results, financial situation, and the source and use of cash held in a financial period
determined or end of the period [16]. Public sector financial reporting is an extremely important source of
information for the synthesis and control of the management and use of the state budget, which is the
basis for assessing socio-economic efficiency for types of public services have been implemented and
provided [11]. IPSASB [17] stressed that the main purpose of the financial statements of public sector
organizations is to provide useful information to users for purposes of accountability and decision-making
purposes. Accordingly, the financial statements need to provide the following information of the unit:
Property, payables, net asset or equity, revenue, cost, and Cash flows [18]. Circular 107/2017/TT-BTC
takes effect from January 1, 2018, guiding the implementation of financial reports of public service and
administration units in Vietnam on the basis of approaching IPSAS. Thanh and Yen [19] conducted a
study using qualitative and quantitative methods to determine the factors affecting the application of new
accounting regimes in public service and administration units in Binh Dinh province. Accordingly, Thanh
and Yen [19] has discovered five influential factors including accounting staff capacity, managers'
awareness, legal environment, accounting regime and inspection activities. Our research continues to
identify and measure the impact of these factors on the implementation of financial statements under
Circular 107 by quantitative methods with the support of SmartPLS3 software. This paper inherits the
factors that Thanh and Yen [19] have given in their research, however, we provide more preliminary
evidence of fundamental theory and other empirical studies that also demonstrate the appearance of these
factors. In addition, we consider the influence of factors in the relationship when the public service and
administration units in Vietnam are in the process of implementing financial statements as required by
Circular 107. This article tries to contribute more theoretically, indicating the internal factors (according
to contingency theory) and external factors (institutional theory) expected to affect work efficiency of the
organization, namely the implementation of financial statements. In addition, the research results will be a
useful reference source for public agencies to identify the causes affecting the work of making financial
statements at the units to have better ways to handle and improve.

The paper is structured as follows: The first section presents the research context, the research gap
and the importance of research; The author then presents an overview of the literature including
background theory, hypotheses and research models; Then, the author presents research methods,
including the presentation of sampling, how to collect data, measurement of scales and methods of data
analysis. In the final section, the author presents the research results, gives implications and points out the
limitations of the study.
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2. LITERATURE REVIEW
2.1. Background theory

In the public sector, an institutional theory has been used to explain how organizations respond to the
pressures of their institutional environment in order to adapt [20, 21]. Therefore, institutional theory as a
guide for determining a range of external factors [22] can put pressure on or cause the internal process of
the public unit changes to achieve external legitimacy [23]. Specifically, when Vietnam issued Circular
107 guiding the accounting regime applicable to public service and administration units in Vietnam, many
units were reluctant to change but this is a legal regulation so they must comply. When applying Circular
107, at the end of the fiscal year of 2018, each unit must set up financial statements according to new
regulations. Accordingly, the implementation of financial statements according to the new regulations is
influenced by external factors such as the legal environment, the content of the accounting regime and
inspection activities of state agencies.

In addition, contingency theory was developed to be applied in the public sector by Luder [24] to
explain public sector accounting and management reforms, especially the introduction of accounting
systems and new report [25]. Contingency theory means that one thing is dependent on other things, and
for the organizations to be effective, there must exist a “goodness of fit” between their structure and the
conditions in their external environment [26]. Regarding accounting and financial reporting systems, the
contingency theory is based on the premise that there is no universally appropriate accounting system
which applies equally to all organizations in all circumstances [27]. The design of a new accounting
system will depend on the organization’s capacity to recognize and adapt to changes as a function of
external and internal factors [24]. The basic nature of the contingency theory model is that the
effectiveness of the organization depends on the appropriate characteristics of the organization [28].
Accordingly, compliance with the new accounting regime under Circular 107 when implementing
financial statements accurately depends on the situation of the organization [29]. This study accepts the
concept of contingency theory, showing that the implementation of financial statements according to the
new regulations must be consistent with its contextual factors. Applying the contingency theory in this
study is to explain the internal factors such as the capacity of accountants and managers' awareness has an
impact on the financial statements of the units.

2.2. Research hypothesis

2.2.1. Accounting staff capacity and the implementation of financial statements

Capacity is the characteristic of a person who has the skill, knowledge and ability to perform the job
[30]. The capacity of human resources is one of the important factors in determining the quality of
financial reporting information [31]. In order to generate useful financial information, financial
statements must be prepared by qualified staff in the field of financial management and accounting
systems [32]. According to Nuryanto and Afiah [33], capacity is the ability to perform work based on
skills and knowledge and is supported by the work attitude required by the job. Setiyawati [34] recognizes
that the capacity of internal accountants has a significant impact on the quality of financial reporting. The
author argues that the capacity of the accountant is significantly related to the quality of the financial
statements [35]. Therefore, the increasing capacity of a public sector accountant to participate in the
financial reporting process, it will generate better reporting quality [36]. Thanh and Yen [19] has also
determined that the capacity of accountants has a significant influence on the application of new
accounting regime at the public service and administration units in Binh Dinh province. Therefore, we
propose the following hypothesis:

Hypothesis 1 (H): The capacity of accountants has a positive impact on the implementation of
financial statements according to the new accounting regime at the public service and administration units
in Vietnam.
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2.2.2. Manager's perception and the implementation of financial statements

Successful accounting reforms depend on support from political leaders who establish regulations by
requiring greater transparency and accountability [37]. In some cases, the manager's decisions are just
stereotypes, subject to the direction from the authorities. However, the leaders in the organization have a
great influence on others to understand and agree with what needs to be done and how to perform
effective tasks, enabling individual and organizational efforts to reach be a common goal [38]. Thus, the
perception of public sector managers affects the implementation of financial statements through their
needs on the use of information on financial statements in making related decisions [39, 40]. According to
Thien [35], the perception of unit managers positively affects the quality of accounting information in
public schools through their encouragement of accountants to improve their qualifications. Specially,
Thanh and Yen [19] have identified managers' perceptions that have a positive impact on the application
of new accounting regime at the public service and administration units in Binh Dinh province.
Hypothesis can be drawn as follows:

Hypothesis 2 (H,): Manager's perception has a positive impact on the implementation of financial
statements according to the new accounting regime at the public service and administration units in
Vietnam.

2.2.3. Regulatory environment and the implementation of financial statements

The political environment characteristics of each country are different, which makes a difference in
the legal environment because legal regulations are a tool to institutionalize management and executive
views of each country [24]. Therefore, all activities in all areas of a country's society must be consistent
with that legal environment, and public accounting is no exception, namely the characteristics of legal
documents [31]. The regulatory environment is understood as the legal basis that accountants must base
on it to perform accounting work, ensuring the operation of accounting in accordance with the provisions
of law [41]. Hien [11] also said that the legal environment has an impact on Vietnam's public sector
accounting reforms to provide honest and useful information to users. Public accountants in Vietnam
include three large areas in accordance with three parts of state finance: Accounting of budget revenues
and expenditures; Accounting of public service and administration units using state budget funding;
Accounting of state financial funds [13]. Van [10] also pointed out that the legal system affects the
formulation of national public accounting standards in the context of using IPSAS. Thanh and Yen [19]
have identified a legal environment that has a positive impact on the application of a new accounting
regime at the public service and administration units in Binh Dinh province. Thereby, we realize that the
legal environment factor will have a certain impact on the implementation of financial statements at
public service and administration units in Vietnam. So it can be hypothesized as follows:

Hypothesis 3 (H;): Regulatory environment has a positive impact on the implementation of financial
statements according to the new accounting regime at the public service and administration units in
Vietnam.

2.2.4. Content of accounting regime and the implementation of financial statements

Accounting regimes are regulations and guidelines on accounting in a specific field or a number of
specific tasks by the state management agency in charge of accounting or organization authorized by state
management agencies in charge of accounting issued [42]. Korutaro Nkundabanyanga, Tauringana [43]
shows that the relationship between accounting standards, legal framework and quality of financial
reporting is limited to the private sector, and it is important that such studies are extended to the public
sectors. Hien [11] also considers that the content of the public sector accounting regime in Vietnam needs
to be carefully considered in many aspects such as the basis of recording, the system of vouchers,
accounts, books and accounting reports; It is necessary to adjust the accounting regime so that it provides
useful and relevant information with international accounting practices. According to Ouda [44], Thanh
and Yen [45], the implementation of accounting on an accrual basis of public sector success will help
improve financial report, improving the assessment of implementation, presenting the information the
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financial situation of the better asset management and better debt management. Thanh and Yen [19] said
that the accounting regime has a positive impact on the application of new accounting regime at
administrative and non-business units in Binh Dinh province. That means the complexity of the
accounting regime content is considered one of the barriers affecting the application of accounting
regimes into practice [46]. Accordingly, the more detailed, clear and easy-to-understand accounting
regime will help accountants to approach and apply it [47]. Therefore, we propose the following
hypothesis:

Hypothesis 4 (Hy): Content of accounting regime has a positive impact on the implementation of
financial statements according to the new accounting regime at the public service and administration units
in Vietnam.

2.2.5. Inspection activities and the implementation of financial statements

Public units use state budget funding for their activities, they must be subject to inspection,
supervision and auditing from state audit agencies or competent agencies [12]. Therefore, the quality of
auditing, monitoring and auditing activities affects the use of funds and reports on the use of funds, the
situation of operations from these units [48]. In a study of factors affecting the quality of accounting
information published in financial statements of Cheng [49], the quality of audit activities has a positive
impact on the level of information disclosure and quality of information on financial statements. The
quality of audit activities in previous years will positively affect the quality of information published in
the current year financial statements. Agung and Winarningsih [50] also demonstrated audit activities that
have a positive and significant impact on the quality of financial statements in the public sector in the
regional government of Bekasi Regency, Indonesia. In addition, the monitoring agency (regional
inspector) should be more effective in controlling financial statement quality of public agencies [51].
Thanh and Yen [19] have identified managers' perceptions that have a positive impact on the application
of new accounting regime at the public service and administration units in Binh Dinh province. From the
discussion above, we make the following hypothesis:

Hypothesis 5 (Hs): Inspection activities has a positive impact on the implementation of financial
statements according to the new accounting regime at the public service and administration units in
Vietnam.

According to institutional theory [20] and contingency theory [24], the disclosure of financial
statements for the public sector to reduce information asymmetry, protect the interests of stakeholders.
Combined with the above hypotheses, the authors present the research model as follows:

Regulatory
Accounting Staff environment
Capacity H
The
implementation
of financial Content of
statements accounting regime
Manager's H,
perception
Inspection activities

Figure 1. Research model
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3. METHODOLOGY

3.1. Sampling and data collection

Samples are selected according to self-administered survey. This sampling method is quite popular
today because it means researchers can choose the objects they can access. This method has the advantage
of being able to access research objects and is often used when time and economic constraints are
involved. However, this method is not generalized to the crowd [52].

The unit of analysis in this paper is each Vietnam public sector entity that are applying public service
and administration accounting regimes such as administrative agencies, public service about education,
medical industry, cultural, sports and other social organizations in the public sector. In each entity, the
authors select a representative to answer the survey questionnaire. Survey respondents are the chief
accountants, accountants, managers and others related to the creation and use of information on the
financial statements. The sampling criteria aim at respondents who have experience and knowledge
related to the research topic, that can improve the value of research results.

Before sending official survey questionnaires, the questionnaire was tested by 10 chief accountants
at administrative and public service units in Vietnam. The purpose of this step is to check the clarity of
the survey questionnaire. The author sent 450 surveys via email and sent the survey directly from
November 2018 to January 2019. At the end of January 2019, there were 241 responses, of which 152
responses were due to the direct questionnaire and 89 responses by email, reaching a high response rate of
53.5%. After excluding incomplete response, the author has 213 valid responses.

3.2. Measurement scales

In this study, the authors measured the key variables in the model deriving the scale from well-
established previous studies, which were published in high-ranking journals. The research model of this
study includes an independent variable and five dependent variables with a total of 22 observed variables.

The dependent variable in the study is the implementation of financial statements according to the
new accounting regime at the public service and administration units in Vietnam. Hien [11] said that the
financial statements in Vietnam applied to public service and administration in particular and the public
sector, in general, should include 4 types of reports to ensure compliance with international practices.
Finance [53] on the basis of IPSAS approach has also issued a new accounting regime stipulating that
public service and administration units must set up four types of financial statements, including Financial
situation report, performance report, cash flow statements and notes to financial statements. Thus, the
dependent variable is measured using the scale according to Finance [53] and IPSASB [18]. The public
service and administration units need to prepare four types of financial statements. And this scale has four
items with five-point Likert-type scale instrument.

Independent variables in the study include accounting staff capacity, managers' awareness, legal
environment, new accounting regime and inspection activities. These independent variables are all first-
order scales. The scale for accounting staff capacity is adapted from Setiyawati [34] and Indriasih and
Koeswayo [54]. This scale has four item with five-point Likert-type scale instrument. Items related to
knowledge, skills, attitudes and experience. Manager's perception is measured following Yen and Thuy
[48] with a three-item scale shows the manager's interest in accounting activities at the unit. Regulatory
environment use is measured following Van [10]. A four-item scale was used to measure regulatory
environment with five-point Likert-type scale instrument. This scale is also mentioned by Grossi [55]
and Bergmann and Bietenhader [56] in their research. The scale of content of accounting regime was
adjusted from Hien [11]. This scale has five items with five-point Likert-type scale instrument. Items
related to an accrual accounting basis, instructions on documents, accounts, books and accounting reports.
Inspection activities are measured following Thanh and Yen [19], with three-item scale and five-point
Likert-type scale instrument. All of the observed variables are included in the survey with the Likert 5 scale
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showing the level of respondents' agreement with the statements, specifically: (1) Strongly disagree; (2) Do
not agree; (3) Neutral; (4) Agree and (5) Strongly agree.

4. RESEARCH RESULTS

4.1. Sample description statistics

The statistical results describing the survey sample are presented in detail in Table 1. Accordingly,
among 213 respondents, there are 101 accountants (accounting for 47.4%), chief accountants account for
40.8%, management and other related positions account for 11.8%. The common seniority of respondents
in the unit is over 5 years (accounting for 51.6%), which shows that respondents have a lot of experience
and knowledge about research issues and can represent the organization to answer the survey
questionnaire. Considering the type of unit information, the authors found that revenue public service units
accounted for the highest proportion (accounting for 42.3%), followed by non-revenue public service units
32.4%, administrative offices accounted for 24.4% and other social organizations account for only 0.9%.
Considering information on the activities of public entities, the authors found that the education and
training sector accounted for the highest proportion (accounting for 54%), followed by the health sector
29.1% and field socio-cultural sector only accounted for 8.9%.

Table 1. Demographic profile of respondents (n=213)

Demographics Frequency Percent Demographics Frecg/uenc Percent

Position Type of unit

Chief accountant 87 40.8 Administrative offices 52 24.4
Revenue public service

Accountant 101 47.4 . 90 423
units

Head of unit 8 3.8 Nqn—revenue public service 69 304
units

Other positions 17 8.0 Other social organizations 2 9

Number of years of Field of operation

experience

Less than 2 years 8 3.8 Health sector 62 29.1

From 2 years to 5 years 43 20.2 Field of education and training 115 54.0

From 5 years to 10 years 110 51.6 Social and cultural fields 19 89

Over 10 years 52 24.4 Other areas 17 8.0

Source: Survey results

4.2. Scale reliability and validity

The author used SmartPLS3 software to test the measurement model. According to the scale
assessment results shown in Table 2, the authors find that the load factor of most observed variables
(ranging from 0.63 to 0.91) was above the minimum recommended threshold of 0.50 [57]. At the same
time, all corresponding t-test values of the observed variables (ranging from 8.76 to 57.35) are also
satisfactory because they are larger than 1.96 to have statistical significance. The average variance
(AVE) of all potential variables in the model is acceptable because it is higher than 0.50 (ranging
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from 0.66 to 0.76) [58]. The composite reliability (CR) of the potential variables ranges from 0.85 to
0.91, higher than 0.708; thereby showing the high reliability of the scales used in the model [59].

Table 2. Scale items and latent variable evaluation

Outer

Construct and items loading t-test

Accounting Staff Capacity (AVE=0.66; CR=0.88)

Degree in the right major in public accounting 0.833  25.110
Information technology use level 0.831  22.689
Serious attitude, studious and progressive 0.788  18.867
Number of years of experience as an accountant 0.785 16.306
Manager's perception (AVE=0.73; CR=0.89)

Managers pay much attention to the accounting operations of the unit 0.868  36.508
Managers appreciate the usefulness of accounting information 0.855 27.974
;Felgi: rr;leanager accepts the high level of investment in applying a new accounting 0844 29757
Content of accounting regime (AVE=0.67; CR=0.91)

The new accounting regime recognizes economic operations on the basis of 0.783  23.574
accrual accounting

The regulations on accounting documents are easy to understand 0.856  30.945
Regulations on accounting accounts are clear and easy to understand 0.630 8.756

Regulations on accounting books are specific and easy to understand 0911  38.868
Accounting reporting regulations are clear and easy to understand 0.886  38.952
Inspection activities (AVE=0.66;, CR=0.85)

Strengthen inspection activities 0.886  43.620
The closely scrutinized 0.846  30.095
The sanctions are stronger 0.689  12.651
Regulatory environment (AVE=0.76;, CR=0.91)

Guidance of the current Accounting Law 0.888  30.373
Guidelines of the current Budget Law 0.831  23.285
Guidelines of the current accounting regime 0900 57.345
The implementation of financial statements according to the new accounting

regime (AVE=0.72; CR=0.91)

The preparation of the financial situation report 0.851  40.113
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The preparation of the performance report 0.875  47.841
The preparation of cash flow statement 0.859  35.828
The preparation of financial statements notes 0.811  20.545

Notes: AVE: Average variance extracted; CR: Composite reliability

In the next step, the authors use a number of criteria to test the distinctive value of the main
measurement variables in the research model, the results shown in Table 3.

Table 3. Construct means, standard deviations, and correlations

Variables BCTC KT NQL PL REGIME TT
The implementation of financial 0.849
statements (BCTC)
Accounting Staff Capacity (KT) 0.335%* 0.810
0.386
Manager's perception (NQL) 0.401%* 0.352%* 0.856
0.472 0.429
Regulatory environment (PL) 0.466** 0.349**  0.386** 0.874

0.527 0.419 0.458

Content of accounting regime 0.455%% 0.396%* 0383%* 0.599**  0.820

(REGIME)
0520 0474 0452  0.693
Inspection activities (TT) 0.592%*% 0.169%* 0356** 0414**  0354*%% 0811
0.735 0241 0443 0517 0.436
Mean 3.75 3.95 3.75 3.87 3.85 3.74
Standard deviation 0.87 0.92 0.99 0.82 0.89 0.96

Note: 1st value = Correlation between variables (off diagonal); 2nd value (italic) = HTMT ratio; Square root of AVE
(bold diagonal); **: Correlation is significant at the 1% level (2-tailed t-test).

First of all, the author uses the procedure proposed by Fornell and Larcker [60]. In Table 3, the
square root value of the average variance (AVE) of all latent variables is in the range of 0.81 to 0.87
and is higher than all correlation coefficients between the variables (range from 0.17 to 0.59).
Therefore, the scales of potential variables in the research model achieve discriminant value. Besides,
the discriminant value of the scale is also demonstrated when all correlation coefficients between
variables (numbers below the diagonal) are smaller than the composite reliability level (CR) [61].
Specifically, the results in Table 2 and Table 3 show that the values of correlation coefficients between
variables (range from 0.17 to 0.59) are lower than the values of the aggregate confidence level (range
from 0.85 to 0.91). This shows that the discriminant value of the scales in the model is achieved. In
addition, the correlation coefficients between the variables are smaller than the cut-off value of 0.7,
thereby showing that the correlation is acceptable for discriminating value [62]. In addition, the author
used a new criterion to check the discriminant value of the scale, Heterotrait-Montrait coefficient
(HTMT), a more rigorous coefficient than Fornell and Larcker [60] when assessing the discriminant value
of scale [63]. Table 3 shows the HTMT coefficients ranging from 0.24 to 0.74, lower than 0.85 [58]. This
further proves that the scale in the model achieves distinctive value.

4.3. Testing hypotheses

Verification of hypotheses in the model is carried out by the author group using SmartPLS3
software. In order to provide evidence for the testing of proposed hypotheses, the author assessed the
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magnitude and the statistically significant level of each path in the structural model representing each
assumption of assumptions. The test results are presented in detail in Figure 2, including the coefficients
B, the t-values for PLS3 paths in the model, as well as the adjusted R2 coefficient of the dependent
variable as the implementation of financial statements according to the new accounting regime.

Based on the research results proposed by Henseler, Hubona [64], the authors calculated the model's
SRMR of 0.07, which is less than the proposed level of 0.08. This result shows that the research model
has a relative relevance to the collected data. Moreover, the results of the data analysis showed that the
adjusted R2 coefficient of the dependent variable is 0.45, which is higher than the minimum threshold of
0.10, proving that the proposed research model has a high degree of relevance to the collected data.

Regulatory
environment

Accounting
Staff Capacity

0.12
(1.55)

0.13
(2.19)**

H

3

0.14
The N
implementation of (1.73) Content' of
financial accounting
statements regime
0.453

Manager's
perception

Inspection
activities

Figure 2. Hypothesis test results

Note: Number on path: In addition to parentheses () is the coefficient B; inside parentheses () is the value of t; The
number in the circle is the adjusted R2 coefficient; *, **, *** corresponds to statistically significant levels of 10%,
5% and 1% (t-2 tails test) respectively.

Hypothesis H; proposed that the capacity of accountants has a positive impact on the implementation
of financial statements according to the new accounting regime at the public service and administration
units in Vietnam. This can be interpreted as accounting staff with good professional knowledge, the
implementation of financial statements will be easy. The data analysis results in Figure 2 show that this
hypothesis is accepted with a 5% statistical significance (t value of 2.19), it has a coefficient  of 0.13.
Hypothesis H, suggests that managers' perception has a positive impact on the implementation of
financial statements according to the new accounting regime, means that managers are more interested in
accounting, the implementation of financial statements will be easy. According to Figure 2, this
hypothesis is not accepted because the t-value is 1.57, not statistically significant at 10% with a
coefficient B of 0.1. Hypothesis H; suggests that regulatory environment has a positive impact on the
implementation of financial statements according to the new accounting regime. Similarly, hypothesis H;
is also not accepted because the t-value is 1.55, not statistically significant at 10% with a coefficient B of
0.12. Hypothesis H, proposed that the content of the accounting regime has a positive impact on the
implementation of financial statements according to the new accounting regime at the public service and
administration units in Vietnam. This is understood in the sense that the content of the new accounting
regime is clear and easy to understand, making the implementation of financial statements more
convenient. The data analysis results in Figure 2 show that this hypothesis is accepted with a 10%
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statistical significance (t-value of 1.73), with a coefficient B of 0.14. Finally, the Hs hypothesis proposes
that the test activity of the authorities has a positive effect on the implementation of financial statements
according to the new accounting regime at the public service and administration units in Vietnam.
Accordingly, state agencies such as inspection agencies, state audit agencies and superior units strengthen
inspection and supervision activities, the implementation of financial statements will be conducted more
smoothly. The analytical results show that this hypothesis is highly accepted with a statistical significance
of 1% (t value is 7.32), with a very high coefficient  of 0.44.

5. CONCLUSION AND RECOMMENDATION

5.1. Conclusion

The implementation of financial statements according to the new accounting regime at the public
service and administration units in Vietnam is influenced by three main factors that are statistically
significant, namely accounting staff capacity, content of accounting regime and inspection activities.
Accordingly, inspection activities have the strongest effect (B = 0.44), next is the content of accounting
regime with B of 0.14 and finally the accounting staff capacity (B = 0.13). However, in terms of statistical
significance, the accounting staff capacity (significance level of 5%) is significantly higher than content
of accounting regime (10% significance level).

Compared to previous studies, especially the recent study of Thanh and Yen [19], the results of this
study also show the important role of inspection and supervision. External factors play a key role in the
implementation of financial statements in units, particularly the pressure of enforcement in view of
institutional theory [21]. This result is also consistent with previous studies by authors like Yen and Thuy
[48]; Carpenter, Cheng [21] and Cheng [49]. The internal factor of the organization has significance for
the results of the financial statements implementation as accountants, in particular, their capacity. Luder
[24] considers that internal factors such as human resources, it will make a difference between
organizations when implementing a legal regulation together. Clearly, Circular 107 is issued by Finance
[53] but how it applies depends on the context of the organization [19]. Which units have the staff with
good knowledge, experience, professional skills, enthusiastic attitude, the implementation of financial
statements under Circular 107 will be easy and achieve good results. In addition, the content of Circular
107 itself also affects the implementation of financial statements at the unit. Circular 107 has many
differences compared to the old regulations, especially the recognition of economic operations based on
accrual basis. Financial statements are the final product of accounting work, so the points of change when
recording economic operations, using the right account, understanding the nature of the transaction, how
to make reports are very important for the accountant. In this study, we did not find the statistical
significance of the two factors as managers' perceptions and legal environment. And this is a difference
from the original results of Thanh and Yen [19]. This result can be interpreted as when considering the
implementation of financial statements, the internal factors such as awareness of managers - users of
accounting information - are not affected but only the capacity of accountants - those who directly create
accounting information - affect the implementation of financial statements according to the new
accounting regime at the public service and administration units in Vietnam. The legal environment is an
external factor organized, macro-nature, so the degree of its influence on the financial statements
implementation is not clear.

5.2. Recommendation

The results of our study are important because they provide evidence of the relationship between the
internal factors (accounting staff capacity), external factors (inspection activities, content of accounting
regime) and the implementation of the financial statements according to the new accounting at the public
service and administration units in Vietnam. In light of our findings, we believe that the inspection and
supervision activities of the relevant authorities will contribute to minimizing the errors of the units when
implementing financial statements. According to Thanh and Yen [19], when surveying the application of
the new accounting regime at the administrative and public service units in Binh Dinh province, it is also
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found that many units are very slow in implementation because of the lack of close supervision by
competent authorities. Public units are generally very passive in accessing new regulations unless they are
under great pressure from stakeholders. In particular, the state audit should clearly show its role in
auditing financial statements. And auditors should have sufficient, persuasive, highly independent
evidence, training in accounting for fraud detection as well as close coordination with other agencies such
as Procuratorate or Ministry of Public Security.

In addition, human is the most important factor, determining the success of the organization's
activities. First of all, the accountants themselves need to be aware of learning and fostering professional
knowledge, the level of information technology to meet the work needs well. In addition, the public
service and administration units should recruit accountants with knowledge of accounting in the public
sector. It is necessary to set recruitment policies to attract talents to work in important parts, avoiding
relying on close relationships. The unit should have appropriate remuneration and reward policies to
promote its capacity and spirit of responsibility. At the same time, the unit should focus on creating
conditions, encouraging employees to participate in fostering classes, improving professional knowledge,
updating new policies and regulations related to accounting.

Circular 107 was officially issued by Finance [53] for one year. However, the content of Circular
107 still has some unreasonable points, such as guidance on calculating the price of warehousing tools
and tools; guidance on accounting of foreign exchange rates, etc. Therefore, the Ministry of Finance
should issue a document to guide the detailed revision to make the Circular 107 more reasonable and
clear. In addition, the Ministry of Finance should organize some additional training sessions to guide
accounting staff at the public service and administration units to set up financial statements according to
regulations. Financial statements under Circular 107 are completely different from the previous
regulations on form and content. Although, the Ministry of Finance organized training courses for
accountants at the units in early 2018 but the quality of these training sessions was not appreciated [19].
The training sessions should focus more on quality in order to help the units complete the financial
statements in accordance with regulations, provide timely information for managers and stakeholders.

5.3. Limitations and future research

The value of this study is reflected in helping the public service and administration units see the
cause of poor financial performance, so that solutions are found to overcome this situation. However, this
study is the subject to several limitations. Firstly, we choose the sample only in a convenient way, so it
can not bring high representation. Secondly, the scales used to measure variables in the model do not have
many supportive studies. Finally, basing on the analysis and validation of the hypotheses in this study, it
was found that the impact of factors was only 45.3%. Thus, 54.7% of the other factors influence the
implementation of financial statements under the new accounting regime of the public sector in Vietnam.
Further research should thus take account of the above listed limitations.
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