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ABSTRACT 
Many reforms have been undertaken in recent years; indeed, scholars have concentrated their attention on ac-
counting techniques, financial management, and the potential for adding tools to support managerial reform 
agendas [1-3]. This paper extends prior research by focusing on the manner of diffusion ongoing reform process, 
through the adoption of the new version of Financial Management Reform process model [3]. The objective of 
this research is to investigate how a new accounting system has been introduced in the public sector in a proces-
sual and outcome-oriented analysis [4]. The study setting for this research is the Italian government, specifically 
the intermediate or regional level government, Campania Region, where a trial period is underway. The objec-
tive is to discover what obstacles and difficulties might exist when implementing a harmonized accounting and 
budgeting system while moving toward an accrual accounting system. The study reveals the main paradox in the 
implementation of the reform. This kind of study could add fresh knowledge to the literature and highlight 
common problems encountered when implementing accounting reforms. Additionally it could help set a stan-
dard to assist public entities in developing and implementing accounting guidelines. 
 
KEYWORDS 
Harmonization; Regional Government; Accounting and Budgeting Reform 

1. Introduction 
In recent years, the role and function of the state in con-
temporary societies has expanded to respond to the fi-
nancial crisis and economic recession. Different ac-
counting systems are still spread in the countries. The 
recent financial crisis has highlighted the need for reform 
in public sector accounting; indeed, OECD countries 
need to develop a process of convergence in accounting 
practices, the harmonization process, which is mostly 
addressed to the comparability of financial reporting 
across countries. This process is aimed to better satisfy 
information needs of a different kind of stakeholder. 
Moreover, this could be the most effective and cost effi-
cient strategies for governments to “globally” recognize 
crisis and as a consequence to “globally” implement po-
litical solutions. Thus, there is a strong need for interna-
tional harmonization to achieve a standardized account-
ing language because it will also support a globalized 
implementation of public policy [6]. 

Harmonization is a process used to build comparable 

accounting summary documents for the whole public 
administration [7,8]. This process is complex because it 
requires the homogeneity of rules, models, glossaries and 
procedures. Accounting is the process of identifying, 
measuring, and communicating economic information so 
that users can use that information to make informed 
judgments and decisions. In literature it is possible to 
find ex-post studies about harmonization [8,9]. For ex-
ample, one study defines the difference between de jure 
and de facto harmonization. De jure, harmonization is a 
process driven by a regulator, typically the legislature or 
another entity (such as the standard setter). De facto 
harmonization is spontaneous behavior accountants al-
lowing to achieve increasing levels of harmony [8]. In-
ternational studies also detail the grade of harmony 
achieved after a harmonization reform [9]. However, as 
highlighted by a large set of research in previous decades, 
it is difficult to make a clear distinction between a de 
facto harmonization (spontaneous and more advisable) or 
de jure harmonization, which comes as a consequence of 
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legal requirements. Thus, after decades of discussions, 
scholars have not achieved a common view on this topic. 
However, governments worldwide are making some ef-
forts to adopt similar accounting systems. This study 
intends to analyze the current reforms within public ac-
counting in Italy (still ongoing). The Italian effort is a 
harmonization reform which is moving the government 
towards to an accrual accounting system [10]. To this 
end, the paper will unfold as follows: Section 2 is dedi-
cated to a brief review of literature on harmonization and 
public sector accounting reform; Section 3 describes 
theoretical approaches adopted in this study, the contin-
gency approach; Section 4 illustrates the research objec-
tive and the research questions; Section 5 presents ac-
counting reforms in Italy; Section 6 draws conclusions 
and shows outlines possibilities for future research. 

2. Prior Research on Accounting Reform: A 
Literature Review  

Since the introduction of New Public Management para-
digm, which is tasked with improving the efficiency and 
effectiveness of public action, the entire accountability 
system is experiencing a widespread reform. Many gov-
ernments have undertaken reforms in recent years. One 
of the key elements within New Public Financial Man-
agement is public sector accounting reform, which focuses 
on harmonization of accounting and financial reporting 
models. Indeed, the International Public Sector Account-
ing Standards Board (IPSASB) has issued accounting 
standards to Public Administrations, inspired by Interna-
tional Financial Reporting Standards (IAS/IFRS) [10,11]. 

Many countries are carrying out reforms to modernize 
their accounting systems by introducing accrual ac-
counting [12]. The countries that have adopted accrual 
accounting have generally been at the forefront of public 
management reforms [13]. In 2003, many authors pro-
vided an overview of public sector accounting reform, 
studying the relationship between accounting practice 
and social context; it is possible to find studies about 
public sector accounting reform that have been con-
ducted adopting the contingency framework. They stu-
died the transition from cash to accrual accounting in the 
central government in Germany, Finland, France, Italy, 
Netherlands, Spain, Sweden, Switzerland and the United 
Kingdom [13]. The contingency theory is also used to 
examine the contingent variable (external and internal 
factors), which can lead the need for change, such as the 
organization’s environment, structure and technology [14, 
15]. Recently, a report by Ernest and Young, which was 
prepared for Eurostat in 2012, identified the state of art 
accounting reforms in central and local government in 
European countries [16]. 

Scholars have studied public sector accounting re-
forms in many countries and found similar difficulties in 

detecting effective systems in use. Some researchers have 
shifted their attention to implementation issues. It also 
demonstrates the importance of instituting a trial period 
which is a factor recognized by public accounting scholars 
[17-19]. They have investigated the structural weaknesses 
of the reform projects. They are looking in particular at 
the role played by organizational conditions within pub-
lic administrations during the implementation of an ac-
crual accounting system. These studies reveal the failure 
of an excessive confidence in universal and standardized 
solutions. However, it is still difficult to explain what fac- 
tors lead a system to adopt a harmonization process, or 
moves them toward accrual accounting. It is also difficult 
to define the main obstacles in achieving this result. 

This research analyzes, the Italian case, considering 
the last study that adopted the process- and outcome- 
oriented analysis based on regional government by Lüder, 
“Accrual Accounting and Budgeting in Government—A 
History of the Hessian New Administrative Management 
(NVS) Project,” which was presented to the 14th Biennial 
Cigar Conference in Birmingham. This paper illustrates 
the last version of the Financial Management Reform 
Process Model where the author compares the case of the 
State of New South Wales, in Australia [2,21] and the 
case of Hessen. Adopting the new model and comparing 
Hessen and NSW, Lüder shows these scientifically 
relevant findings, summarized in Table 1. 

Since 1980, Australia and New Zealand have under-
gone a successful public sector accounting reform. 
However, a recent study by Parker and Christensen de-
scribes some difficulties related inertia and resistance to 
change among the public sector in the State of New 
South Wales. The research objective in that study was to 
understand the public sector accounting and financial 
management changes in NSW. This study adopted a his-
torical approach using the neo-institutional theory. The 
paper clearly shows the dominant influences of the con-
sultants, the competitive situation between the public 
sector accountants and economists, and the Premier’s 
actions [5: p. 261; 20,21]. 

Germany began an accounting reform in central gov-
ernment in 2006, called New Administrative Manage-
ment Project. The project was abandoned in July 2010 by 
the Bundestag (the Parliament) for lack of funds. It was 
later reshaped with reduced financial resources. In its 
experiments and pilot projects, the State of Hessen 
gained considerable experience in reforming budgeting 
and accounting, however many difficulties and con-
straints remained [3,22]. 

3. Research Design: The Processual  
Approach to Study an Accounting Reform 

This study could be defined as an “interpretational analy- 
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Table 1. Main scientifically relevant findings by Lüder 2013. 

Main results Australia NSW Germany Hessen 

Stimuli/intentions of the reform Modernize the government Modernize the government 

Implementation strategy and speed Immediate progress; top-down  
and “bombing” strategy 

Authoritarian; top-down but more rational  
based on convincing and training 

Influence of epistemic communities  
and private consultant Strong consultant-dependency Weak influence because there are  

different expertise 

Implementation barriers 
Flawed asset accounting records  

and inadequate public sector  
accounting expertise 

Some problems have been overcome in  
different way during the  

implementation 

Impact of the reform It was mostly cosmetic The period is still short  
for a final judgment 

Source: Author’s elaboration from Accrual Accounting and Budgeting in Government—A History of the Hessian “New Administrative Management (NVS)” 
Project (Lüder, 2013). 
 
sis” based on a new version of the Financial Management 
Reform Process Model. The objective of this research is 
to explain how a process of harmonization reform 
emerges in a country, what forces are involved in this 
process and the way in which these forces are able to 
influence the outcome. This is a processual research: it 
outlines “how things change over the time.” Indeed, pro-
cessual research looks at processes and patterns in a so-
cietal context. 

Prior literature adopted the contingency theory in 
many cases. In this study this theoretical framework was 
very useful in building a strong macro-level study. The 
contingency model will be used in this research as a lens 
for contextual features, which are, the main stimuli that 
triggered the reform, the key player in the reform process 
and the implementation strategy. The contingency theory 
is also used to examine the contingent variable, (external 
and internal factors) which can lead the need for change. 
The contingent variable may include the organization’s 
environment, structure and technology. External factors 
can create uncertainty, i.e., market pressure, new tech-
nology and political issues. Internal factors, on the other 
hand, are almost related to factor potentially affecting 
organizational structure, budgetary control and perfor-
mance measurement of the organization [23]. 

The “contingency model” and “reform process model” 
are “skeleton models” or static models [3: p. 9; 24: p. 81]. 
This model identify relevant contextual factors at high- 
abstraction levels well as key players in a reform of the 
budgeting and accounting system; more over these model 
explain the significance of these factors in reform and 
thus provide the point of departure for an analysis of 
budgeting and accounting innovations. However, as de-
scribed by Laughlin, it is required “middle-range think-
ing”; this thinking is supplemented by empirical details: 
“... empirical detail is of vital importance”. Distinctive 

details for a particular reform process are provided by the 
case study of the trial project reform in Campania region. 
It contributes to our knowledge of budgeting and ac-
counting reform and provides the ability to perform more 
realistic modeling. 

The analysis process can be divided into three stages. 
It follows the steps of the section “process” underlined in 
the model: Initiation: this is the initial step during which 
the reform is shaped; a conceptual design is drawn by 
political reform promoters; Implementation: this is the 
second step, the reform effort begins; New system in 
operation: this is the final stage where it is possible to 
analyze the impact of the reform on public action, the 
accountability system and government decision-making. 
In the first phase of the study the author conducted a do-
cumentary analysis. The aim was to collect laws and in-
ternal rules related to the Italian trial harmonization 
process in the Campania region. It was a contextual 
analysis based on relevant publications, reports in a web 
site dedicated to the trial (arconet), and internal docu-
ments. Thus, information on the “conceptual design” 
could be obtained from written material. 

During the second phase of this analysis, the study au-
thor sent a questionnaire to Campania-region employees 
responsible for the trial, including the head of the finan-
cial department and accountants involved among others 
in the process. Moreover, the study author conducted 
semi-structured interviews. These interviews were based 
on organized guides and included 20 face-to-face inter-
views, which lasting one hour each. The interviews were 
with individuals involved in different types of jobs dur-
ing the duration of the accounting harmonization trial. 
The case-study analysis is appropriate in a study when 
the focus is ongoing phenomena within real operational 
contexts, which in this case is an in-depth case study the 
Campania region [25]. The interview method is appro-  
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priate for exploratory studies of complex issues, espe-
cially if they are supplemented by document analyses”. 
Following the interview analysis, additional personal 
talks were held with several interviewees. These talks 
aimed at clarifying and amending facts and opinions 
where necessary. Theoretically, the study could have 
been based either exclusively on a written survey, exclu-
sively on document analysis, or a combination of both. 
However, the study author did not consider these empir-
ical research methods adequate or preferable to the com-
bination used, which was a written survey, oral inter-
views and document analysis. Thus, the data collected 
includes, observations, interviews, informal conversa-
tions and documents. In a final stage, the data collected 
could be used to triangulate information. The study au-
thor will carry out the final stage during the next few 
months because the Italian accounting harmonization 
trial is still underway; so it is not possible to evaluate the 
final impact of the reform. 

4. Research Objective and Research  
Questions 

Process-oriented studies based on a modified reform 
process model were also submitted by Caba-Perez et al., 
they extend the model by specifying and including 
process-variables However, it does not include an empir-
ical investigation of these variables [26]. Instead, the fo- 
cus of the study is on contextual factors, such as reform 

stimuli, the significance of the legal setting for reform 
implementation, the role of political and administrative 
key players in project initiation and implementation and, 
the impact of the reform on government management. 
The research questions are therefore: What are the rea-
sons for the reform? What were the underlying objectives 
and expectations? Who initiated the project and who 
influenced it? How was the project implemented and 
what problems emerged during implementation? Which 
experience was gained from implementation? This study 
contributes to the understanding of the complexity of 
factor involved in a Public Sector reform, as they relate 
to technical issues. The Italian case is particularly inter-
esting since Italy is at a crucial point in its initial stage of 
harmonization reform. The aim of this research is to dis-
cuss process in context with regional authorities. This 
will offer unique evidence because the intermediate level 
of government is studied less frequently than local gov-
ernment and national government, in national [27] and 
international literature [28].  

5. The Process of Reform in Italy: Findings 
in a Case Study 

The findings of this research are presented considering 
each module depicted in Figure 1: actors–process-con- 
text. Following the Financial Management Reform 
process model, (Figure 1), the Political Reform promo- 
ters in the actual Italian reform are the Parliament and the 

 

 
Figure 1. New financial management reform process model. Source: Author’s elaboration from Accrual Accounting and 
Budgeting in Government—A History of the Hessian “New Administrative Management (NVS)” Project (Lüder, 2013).  
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Ministry of Economy and Finance. Italy is a civil-law 
country. Its institutional system is typical for continental 
Europe. The government is characterized by the constitu-
tion and a separation of powers between the legislature 
and the executive branches of government. The Parlia-
ment is the political authority, which puts forward pro-
posals and the Minister of the Economy and Finance, as 
coordinator of public finance accounts, receives, ex-
amines and evaluates the proposal. 

The State General Accounting Department, (Ragione-
ria Generale dello Stato) which is part of the Ministry of 
Economy and Finance, is the central control body that 
supports this reform process, defined as Technical Re- 
form Drivers. Generally, it aims to ensure the uniform 
interpretation and application of accounting rules. It also 
controls the financial administration of public institutions 
through inspection activities. However, the Department’s 
functions have recently been extended in order to carry 
out activities to support the identification of financial 
management standards for the entire Public Administra-
tion system to share and adopt. This Department has a 
specific work group, which is dedicated to this reform. 
This work group meets every Tuesday to oversee the trial 
in regional and local government. 

Moreover, other Technical Committees influence the 
reform process. The role of the Committees can be sum-
marized as follows: to undertake surveys, to provide ad-
ditional information to policy makers; and to conduct 
advisory work in intergovernmental relations. The most 
important Committee in the Parliament involved in this 
reform is the Committee for Fiscal Federalism Reform 
(Commissione Parlamentare per l’attuazione del Federa-
lismo Fiscale). 

As Technical Reform Driver, the National Association 
of Accounts is the official standard setter for the reform. 
Moreover, members of these associations are consulted 
and are thereby directly involved in shaping the system. 
In particular, they give interpretations during the imple-
mentation process. The most important actor in this field 
is the Standard Board Committee, (Comitato per I prin-
cipi contabili) which works with the Minister of Econo-
my and Finance; there are Italian professors of public 
accounting in these Committees. The respondents de-
clared that this “informal group” exerted a considerable 
influence because after request of comments “about the 
accrualthey formulate guidelines during the “initiation 
phase.” and during the “implementation phase; they par-
ticipate to the trial sending guidelines. So the epistemic 
community exert significant influence on the reform. 

Furthermore, in this reform the Conference of the State 
Regions plays also an important role in the administrative 
systems, particularly in recognizing the specific interests 
of local and regional governments. More specifically, an 
Interregional Coordination Group it is involved in all 

government decision-making affecting regional and in-
ter-regional interests as Institutional Opponents. The 
Institutional opponents are those able to influence the 
reform. These can be external or internal actors, and they 
could have a “positive influence” as reform drivers or a 
“negative influence” as reform opponents (inhibitors). As 
external actor, the Interregional Coordination Group 
requested that the Ministry postpone the trial for one year. 
The Ministry accepted the request. As an internal actor, 
some employees request to exclude the region for accrual 
accounting implementation because it was considered not 
useful for the core activity of the regional government. 
However, this request was rejected. 

Promoters play also a significant role in a reform 
process. These can be internal or external. External pro-
moters are predominant in the Campania region. The 
professional promoters involved in the trial is a KPMG 
partner; he was nominated (Regional Decree n. 227 of 
10th of October 2012) as official consultant for the “cen-
tralized” management of the health sector system, im-
plementing the integrated accrual accounting system. The 
employees and the KPMG consultant started to analyze 
the financial transactions for the implementation of the 
new system. In particular, during the observation period, 
KPMG studied the health-management cycle in terms of 
the principles of accrual accounting. The interview re-
vealed that the KPMG partner played the leading role in 
the health care reform process due to their advantage and 
expertise.  

If we look at the Stimuli and the intentions of the 
reform, in Campania region, the budgeting and account-
ing reform was mainly related to the harmonization, 
which comes from fiscal federal reform. The implemen-
tation strategy was a bottom-up process, a trial of three 
years, which involves almost 150 entities. During the 
trial, entities share implementation experiences, using 
FAQs. They also organize a weekly phone conference. 

The Implementation barriers are obstacles that may 
delay the reform, impede it, require detours and in an 
extreme case even prevent implementation. These ob-
stacles are not controllable in the short term. In the 
Campania region these barriers were related, for example, 
to the “asset records” (depreciation and evaluation) caused 
by inadequate accounting expertise. There is also scarcity 
of resources to modernize the ICT system. These prob-
lems had to be resolved in course of the implementation. 
Respondents also said that some of these issues were 
shared by other regions in the trial and they were over-
come in different ways and at higher or lower cost, de-
pending on the point of departure. For example, in Lom-
bardia region, the “resources variable” is not a serious 
impediment to the reform. The respondents declared that 
the reform was imposed to satisfy a harmonization need 
and it was not a voluntary decision. The decision to  
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Table 2. Main contribution: A first comparative overview. 

Main results Australia NSW Germany Hessen Italy Campania 

Stimuli/intentions of the reform Modernize the government Modernize the government Harmonization 

Implementation  
strategy and speed 

Immediate progress; top-down and  
“bombing” strategy 

Authoritarian; top-down but more  
rational based on convincing and  

training 

Bottom up process: a trial period 
based on the shared experiences. 

Influence of epistemic  
communities and private  

consultant 
Strong consultant-dependency Weak influence because there are  

different expertise 

Strong influence of Epistemic 
Community and consultant 

(KPMG) 

Implementation barriers 
Flawed asset accounting  

records and inadequate public  
sector accounting expertise 

Some problems have been overcome in 
different way during the implementation 

There is no clarity in the  
guidelines and the standards are 

translate form private sector 
without any type of adjustment 

Impact of the reform It was mostly cosmetic The period is still short for  
a final judgment 

The period is still short  
for a final judgment 

Source: Author’s elaboration from Accrual Accounting and Budgeting in Government—A History of the Hessian “New Administrative Management (NVS)” 
Project (Lüder, 2013). 
 
implement accrual accounting was strongly challenged 
by regions, because it is not considered for the regional 
management of public resources. At a regional level, the 
cultural barrier was stronger than in local government. 
Assessing the final impact of the reform in the Campania 
Region is not possible at this point, because the trial is 
still ongoing.  

6. Conclusions, Limitations and Further  
Research 

In terms of contribution, the Campania study [29] reveals 
some difference and similarities from the Lüder study 
(the NSW and Hessen investigation), summarized in Ta-
ble 2. 

Summarizing, the answers to the research questions 
are: What are the reasons for the reform? What were the 
underlying objectives and expectations? The main goal 
of the Italian reform is the internal harmonization which 
seems to be the solution to the current heterogeneity 
caused by the adoption of different criteria between cen-
tral, regional and local administration [30-32]. Who in-
itiated the project and who influenced it? The main pro-
moter of the reform is the State General Accounting De-
partment which is part of the Ministry of Economy and 
Finance. The Epistemic Community and the Private 
Consultant are influencing it. How was the project im-
plemented and what problems emerged during imple-
mentation? Which experience was gained from imple-
mentation? There is an inadequate accounting expertise, 
scarcity of resources to modernize the ICT system, and a 
“cultural barrier” which is perceived stronger in regional 
government. The results of a single, in-depth case study 
cannot be generalized, not even in the form of hypothes-
es. However, generalizations are feasible if a larger 
number of comparable single case studies are available. 
An idea for a further research is to replicate the study in  

Germany with the collaboration of professor Lüder as 
well as in Italy, catching the impact of the reform in the 
new system in operation. It would focus on accountabili-
ty and decision-making, adopting a comparative study, a 
technique encouraged by researchers [33]. The choice of 
these two countries is also motivated by this aspect: the 
main obstacles and difficulties already experienced and 
overcome in the Germany reform are a good point of 
analysis for the Italian reform. 
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