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Abstract

Besides operations of private companies, the entities in the public sector play a
pivotal role in the society of any countries. They are conducted by the Government’s
policies as well as provide public goods, services for citizens. For doing these tasks,
Government must have funds for usage and depend on their requirements. It has
established budget and it must follow to the Law on state budget. After the
spending to social activities, Government needs useful information and reports for
making decisions and evaluation past plans. These are provided by contents of state
budget accounting. In recent years, Vietnam has some modifications and
amendment the regulations of allocation for the amount to the cities or provinces.
In particular, the Law of budget issued in 2002 has revealed some limitations and
problems which are inappropriate of the current practice. Besides that, Vietnam has
also signed many agreements with foreign organizations. As a result, Viethamese
accounting system must harmonize with global standards. Therefore, Vietnam
should adapt with the rules of Law on state budget and the International public
sector accounting standards (IPSAS). However, in the world, from the past to
present, very little research has been conducted to examine the relationships
between that law and those standards. With the above reasons, the main purpose
of this article is to explore issues which are from the beginning to current time of
Vietnamese law on state budget accounting and give some applicable solutions for
IPSAS in future. By the survey of questionnaire to public officers who working in
public sector, the paper will be in statistic expressions and prepare in five sections,
as details: (1) history perspective of Vietnamese law on state budget, (2) literature
review about the state budget accounting in Vietnam and in the world, (3)
limitations in the law, (4) some solutions for Vietnam and (5) conclusion.
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INTRODUCTION AND THE CHRONICLE ABOUT VIETNAMESE STATE BUDGET LAW

At fashionable time, the market economy has growth for day-by-day and the
financial position and the role of the state are increasingly important for the socio-
economic development (Parry, 2003). So, the building a strong financial autonomy is the
urgency basic requirement in this period of industrialization and modernization in
Vietnam, which including the state budget becomes a key role in the financial system in
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the country (Kari and Johanne, 2012). Indeed, state budget is a place where concentrate
the largest amount of monetary funds in the economy. It has the close relationship with
the total social product and national income as well as tight connection with all aspects of
the financial system, especially business finance and credit approach. Moreover, the state
budget is the financial plan in micro-stages and being the key factor of the financial
system that decided to economic development, social justice, security and defence of
social justice (Giao, 2009). As presented above, state budget is biggest fund of monetary
which the focus of the State and is an important physical tool to regulate the macro socio-
economic background (Tu, 2011). People has believed that the basic functions and duties
of the state budget is to encourage many reasonable income, especially taxes, fees
charges as well as organizing and managing public expenditures for balancing between
the receipt and payment. So, the state budget has two functions as following:

Distribution function

Every state apparatus would like to carry out their activities in a normal and stable
for implementation their functions or tasks that manage all aspects of social life of a
country has been necessary to have the source state budget guaranteed. With its
supremacy, the State used the tools has forced the members of the society provides the
necessary financial resources (Le, 2012). The basis for the formation of the financial
resources is the development of economic and business. Therefore, if they want to
encourage the growing and effective state budget revenues, the economy in general and
business in particular must be developed faster, sustainable and highly efficient (IEG,
2008). The State in the process of socio-economic management should be aware of
economic law and respect the objective economic laws together with ensure harmonious
relations interests of the stakeholders of the economy at the same time.

A strong budget is a fund which its distribution mechanism to ensure balance on
the basis of encouraging business development raising revenues, thereby increasing
revenue to meet expenditure State objective of growing up. On the other hand, a strong
state budget must also demonstrate the delivery of cost management and proper,
reasonable and effective. State use financial volume from the state budget to spend for
the purpose of socio-economic development and spending for the operation of the State
apparatus. Thus, the function of the state budget, the fund for mobilization is also the
State’s task remains to be done to manage and distribute spending so effective. It is also
an objective necessity. From the above analysis, the citizens could understand the nature
of the state budget which is a system of economic relations between the State and the
members of the society, arising during the mobilization by state and using financial



The 2013 IBEA, International Conference on Business, Economics, and Accounting
20 —23 March 2013, Bangkok - Thailand

resources to ensure the performance requirements of the operating and management
functions of socio-economy of the State. Activities that related to the state budget are
always associated with the implementation of the state functions.

Monitoring function

This is a function for supervising the process of mobilizing revenues and
settlement expenditures. To perform this function, the State through the State budget for
revenues and expenditures which is basically of each period, each period and therefore
the solution to good revenues and expenditures (Ugwuanyi and Ebe, 2012). State of a fair
revenue expenditure structure, monitor arise and the factors that affect the revenue-
expenditure.

LITERATURE REVIEW ABOUT THE STATE BUDGET ACCOUNTING

In the integration trend, countries must prepare consolidated financial statements
for the entire field of patterned consistency of the international accounting standards
(IPSAS) to reflect the financial position, results of operations and determine with surplus,
the net deficit for each year to be compared on a global scale in a common criteria.
Financial statements of each country are not consistent with international accounting
standards is not comparable and unlikely to have international recognition for the
country (Nguyen, 2012). This content is also important that all the commitments in the
national integration process must comply. Within the scope of this article, we want to
raise the need for accounting standards Vietnam in the current period (Pretorius and
Pretorius, 2009).

In recent years, Vietham has made significant progress in improving the legal
system in general and the legal system of accounting and auditing in particular. In
particular, came up with the legal provisions to ensure the expenditure management in
the public sector more efficient and create a more favourable environment for the
activity in the public sector. However, the financial information, the current accounting in
this area showed no consistency between the current accounting systems. Vietnam's
public sector review on the overall level is still incomplete, complete, not in line with
international requirements and practices. Administrative and professional accounting
mode (ANB) issued together Decision 19/2006/QD-BTC dated 30 March 2006 of the
Ministry of Finance. Minister is built and issued on the basis of the Budget Law, Law
accounting and financial policies apply for ANB unit. However, in the process of building
the accounting ANB, Vietnam does not refer to Vietnamese Accounting Standards (VAS)
International should also many differences with the international VAS system, namely:
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Budget Organization integrated with the central, provincial, district, commune, commune
is both a budget level is an estimate; require budget management and financial
management regulations apply for units using budget and the budget is complicated,
unlike other countries (Hoek and M. Peter, 1996).

It can be said, as well as other countries in the world, a series of public sector
management reforms (such as management by outputs, the budget medium term plan,
financial autonomy and administrative and business units, accrual accounting-oriented
development...) and to the integration process of Vietnam (WTO, APEC visit, the object
preferences from ODA, ASEAN members...). Vietnam to ensure the ability to provide
complete information, reliability, standards, have the ability to compare and
internationally recognized State financial situation to be able to multi-national
investment, join coalition fish, international organizations or negotiations to borrow, lend
or receive financial assistance from foreign countries or international organizations, the
building and announced a system of full public accounting standards of a similar nature
and in harmony with international Vietnam during any is inevitable, objective, and
extremely necessary (IBP, 2010).

THE LIMITATIONS AFTER COMPLIANCE STATE BUDGET LAW

State Budget Law passed by the National Assembly, signed Monday through
December 16™, 2002, with effect from fiscal year 2004. Six years of implementation, the
State Budget Law to promote the positive side, improve the efficiency of management
and use of state budget and assets, an important contribution and success in the process
of operating budget and economic growth (World Bank, 2006). However, in the
implementation of the State Budget Law also reveal issues that need to exchange, discuss
further amended and completed, create a strong legal framework, strengthen
management and effective use of resources of the state budget and in accordance with
the conditions in the new development. After 10 years for compliance of this law, some
effective outcomes are done as following:

e Firstly, that law has created a legal framework for the strict management,
saving, efficient state budget; cumulative increase to implement the
industrialization and modernization of the country-oriented socialist; meet
the requirements of socio-economic development to improve the material
life, the spirit of the people, ensuring national defense and security,
foreign affairs; improve the competence of the National Assembly, an
agency of the National Assembly and People's Councils; responsibilities
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and powers of governments, central ministries, localities and units using
the state budget.

e Secondly, law has created conditions for the implementation of centrally
managed unified state budget; ensure the decisions of Congress and the
Executive Government of the State Budget for ; ensure the leading role of
the central budget while enhancing decentralization, creation initiative
associated with greater accountability for local government. The
decentralization of management and budget using relatively clear, in
particular contribute to improving the responsibilities and powers of the
ministries, local authorities and management units in use state budget.

e Thirdly, comprehensive reform and innovation in every stage of the budget
process (elaboration, execution, accounting and budget settlement). The
role of estimation in the management of the operating budget has been
respected; budget process reform, moving from form by the quota
allocation to the units used method is based on the budget tasks,
standards, norms and regimes to withdraw funds according to estimates
by the competent authorities; expenditure control role of the State
Treasury be strengthened; autonomy and self-responsibility of the units
use advanced budget; strengthen the role of inspection, testing, auditing
associated with handling responsibility.

e fourthly, strengthening the implementation and the initiative of the
National Assembly and People's Councils at all levels in determining budget
estimates; budget allocation decisions and approve the settlement of the
state budget.

e Fifthly, the allocation of, assignment budget estimates gradually in line
with reality and the characteristics of the units and the Law also stipulates
clearly how and time allocation and allocation requirements and assign
accounting estimates must match the total, the details in each area of the
state budget estimates by the competent authorities to create
transparency in the budget division and the autonomy to units funded
books.

However, through the state budget shows that the State Budget Law and the
implementation of the State Budget Law have revealed the limitations need to be
amended and supplemented, in particular:
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(1) The provisions of estimation, allocation and assignment

Reviewing responsibilities, synthetic estimates are dispersed not concentrated resulting in a
lack of cohesion between the estimates for capital and recurrent expenditure: Under current
regulations, the agency plans to invest at all levels shall estimation and allocation of capital
expenditure then submit financial agencies to incorporate them into the draft state budget;
financial agencies focusing estimation, allocation of expenditure but the execution process
settlement of expenditure (investment and regular) only by financial agencies led to these
ministries, branches and localities to discuss the draft with both agencies (finance agencies,
planning agencies and investment), the agency responsible for evaluation, for comments on the
draft budget (including the State Auditor) no condition to proceed on the establishment,
investment allocation for development season annual plan.

Not identify the specific content requirements in the making, the allocation of the national
target program expenditures, the expenditure estimates in the field it is difficult to ensure a
consistent focus. The results show that audit, the industry for many years does not cost
estimation field; or established sketchy, lack of explanation calculation, the quality of the low
estimate. The current State Budget Law no provisions on the competence and responsibility of
the State Auditor in the drafting and finalization of the state budget, involved in the development
and verification of bills, legal financial statement budget, while these regulations are presented in
the Law on State Audit. It is difficult for state audit agency in the process of performing the task is
for the estimate, the work involved in the development and verification of bills, ordinances and
financial budget.

(2) On decentralization of budget management

The current state budget system should also provide integrated budget process
(stage estimation and settlement) is complicated and if Council to comply with the plan
allocation of the budget, the decision Council estimates of the indicative form, if non-
compliance, leading to the decision of the National Assembly or People's estimates is not
subordinates to follow. The conclusions and recommendations of the audit will be very
difficult especially in the case of failure to comply with the decisions of their superiors,
but in accordance with the actual situation of local, effective without waste budget, state
funds and assets. - Some localities do not actively assigned revenue and expenditure
assignments to subordinates although the State Budget Law stipulates clearly belongs to
the local authority.

Regarding the layout and use of reserves: the State Budget Law does not provide
the state agencies at central and local levels, the accounting unit (in the field of transport,
irrigation, health, etc.) allocation, cost estimates for the units to the real reserve to meet
unexpected tasks arising during the year. During the deployment process, due to
difficulties in the active implementation of the tasks related to the prevention of natural
disasters, epidemics, some ministries and agencies as cost estimates have established
reserve funds to serve abnormalities in demand. On the other hand the State Budget Law
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no strict rules, specifically permitted expenditures from the reserve, leading to many
localities have used backup to external operating expenditure estimates "unusual" nature
shopping and spending regular activities.

(3) On balance the budget

In some sources, the spending has not been specified, fully appropriate to reflect
revenues and reflect the actual expense in the state budget settlement. For sources of
fees, the current State Budget Law provisions revenues of the state budget. However, in
practice the implementation is limited. For fees collected, the state administrative bodies
be left to cover the cost of collection, with the rest paid into the state budget. Such leave
a portion of the fee is to off-budget and the Finance. The provisions of accounts to
balance the state budget, the account management through the state budget is not
uniformly present lottery revenues is entitled to 100% of local revenues, but does not
take into balance while revenue from local land is entitled to 100% has been brought into
balance.

(4) Regarding advance budget next year

The current State Budget Law has not specified the specific case advance
estimates, the advance estimates, how they organize their estimates next year to recover
amounts advances lead to advance estimates on the rise, slow recovery, especially in oil
field construction.

(5) Regarding standards for estimating and cost control

The current State Budget Law stipulates specific agencies issued the policy on the
level of budget allocation, expenditure regime. However, the, slow functional
departments issued or revised standards, expenditure norms as a basis for estimating and
cost control; localities also issued a number of charges, fees and contributions not
reasonable, some more modes are not in the average, the difference between the local.
This is difficult, affecting the quality of the audit when assessing compliance with the law
of the expenditure.

(6) Regarding the accounting and settlement of the state budget Law

On the State Budget for the State Treasury expenditure control and accounting
organization of the State Budget and financial regulation agencies of the appraisal-level
revenues and expenditures of the same level and settlement under budget, budget
settlement sum up his level of Government or People's Committees at all levels. But now
the State Treasury only aggregate level reports on revenues and expenditures under their
direct control, while other financial agencies to aggregate and report all revenues and
expenditures of funds level books (including subordinate budget) so the system forms,
data compiled in the report of the two agencies is not uniform criteria, the content to be
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able to compare, for a quick quickly, easily, the most favourable data on investment
expenditures, the expenses in order to spend money, the budget supplement from
superiors to subordinates. This is difficult in the audit report the state budget at all levels
to compare data to determine the accuracy of the settlement of revenues and
expenditures for each budget level and budget settlement reports water. Revision of the
current settlement period is long. The contents of the work done during the revision of
the settlement have not been specified in the law, many tasks to extend the time for
amending the settlement.

SOME SOLUTIONS FOR VIETNAM

Remaining shortcomings mentioned above have affected the implementation of
the state budget and the efficiency of the audit. To improve the quality of the state
budget, improve the effectiveness of the audit results to the State budget, the additional
request, amending some of the contents and provisions of the State Budget Law as
follows:

(1) Additional authority and responsibilities of the State Auditor for the budget process in the Law

Additional authority and responsibilities of the State Auditor in the drafting and
finalization of the state budget, involved in the development and verification of bills,
ordinances and financial budgets. Supplement the guidance of the Government in the
implementation of the conclusions and recommendations of the inspection agencies, the
State Audit Office and clearly defined responsibilities of the various departments and
levels, agencies and units within the organization implement the conclusions and
recommendations as well as sanctions for audit units are not taken seriously the
conclusions and recommendations of the inspection agencies and the state audit agency.
Additional prescribed time limit for completion of the budget settlement reports and the
time limit for sending the state budget, the state budget settlement reports of the
ministries, provinces and cities directly under the Central Government for State to audit
the agency sufficient time to review and submit their opinions on the state budget
estimates for the National Assembly and the end of the audit, the audit report before the
Council and approved by the National Assembly State budget settlement.

(2) For the estimation, allocation and assignment

Specify a time earlier than the Government decided to establish the socio-
economic development plan and State budget estimates and time the Ministry of Finance
to guide and inform the check number to the local industry time to guide the subordinate
units to estimate and synthetic time to estimate their local ministries. Clearly specify the
agencies participating in the evaluation budget (Ministry of Finance, Ministry of Planning
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and Investment, the State Audit...) submit material cost estimate before discussing the
state budget. Specify a clear time limit is adjusted budget estimates to the budget unit
used actively in the implementation of tasks and as a basis for correct handling errors
when checking and auditing. At the same time clearly defined violations during
estimation, allocation and assignment of the state budget as well as sanctions violations.
(3) Complete decentralization budget towards reducing integrate the specific policies or
regulations clearly familiar task to limit exists

At the same time strengthening the autonomy of local authorities in
decentralization of revenue and expenditure is assigned to subordinates. Modify the
distribution of revenue sources for social budget in the direction of give up budget rules
communes are entitled to a minimum of 70% of 5 revenues (income tax transfer of land
use rights; housing and land tax; excise revenue individual business households;
agricultural land use tax revenue from households; registration fee, land)

(4) Amended the regulations on management of fees and charges

Ensuring compliance with the management practice on the basis of strict control
of revenues and expenditures from this income. Clearly specify the accounts to balance
the state budget, the state budget account management through to implementation of
uniform, especially to balance the lottery revenues, revenues from land, loans and
government lending
(5) Budget deficit

Regulation clearly borrowing to offset the budget deficit is the difference between
the total number of loans and payment of principal in accordance with international
practice and put all the loan related to responsible State debt on the budget deficit as the
government bond loans for education, health care, transportation, irrigation and
mobilization of investment capital infrastructure of the locality under paragraph 3 of
Article 8 of the Law on State Budget water...

(6) For switching expenses

Specifies the contents are allowed to transfer from to limit the cost of transfer
from the current large.

(7) For the budget provision and expenditure budget support between levels

Consider additional funding regulations, agencies are allowed to set up reserves
estimates to actively carry out the tasks arising extraordinary year. It should be specified
provision ratio for each subject and the more specific content, avoid operating outside
the estimates and inconsistency between the units. Additional rules specific cases used
this budget to support the spending of other funding to serve the national defence and
security activities, political, social.
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(8) Regarding advance budget next year

Limit if possible, stop the advance of the budget. If there is to this rule should only
advance rules are estimated to prevent natural disasters and epidemics.
(9) Promulgating the regulations, policies, standards and norms more

Decentralized authority issuing appropriate consistency in the management just
too specific industries, regions and promptly modify, adapt, supplemented in accordance
with the actual conditions.

(10) A number of provisions on the accounting and settlement of the state budget is amended and
supplemented.

Consider the task for the state treasury has more control and accounting
organization of State Budget and taken up to the state budget. Where is prescribed the
general financial settlement agencies should improve the system's report forms two
budget agencies at each level of content to agree on indicators report and make
comparison data between the two agencies. Shorten the time adjustment and settlement
clearly specifies the contents of the work done during the revision of the settlement.
Clearly specify the adjustment data of the State budget settlement reports for errors and
violations related to the finding in the process of synthesis, testing, auditing the case
(during the revision of the settlement, before the settlement is approved by the National
Assembly or People's Council, after the settlement is approved by the National Assembly
or People's Council)

CONCLUSION

State accounting should play an important role in meeting the information needs
and improve the financial responsibility of the Government. Currently, the State
accounting is done on the basis of the legal system and, the legal basis is built with the
Accounting Law and the Law on the State Budget. State accounting system is set closely
to the regulations and guidance documents by the State authorities issued that the main
role of the Ministry of Finance. However, there exist a certain number of difficulties need
to be further improvement of the state accounting system. The problem stems from the
weaknesses of the current state accounting system, lack of infrastructure and experience,
and organizational structure have not really effective.

Government needs to review the financial reporting needs of different
management units at all levels of government and organizations reporting system,
including the form of the report. The reporting requirements for units using three budget
needs to be reduced and so for them to prepare and report on the financial situation,
financial reporting activities, cash flow statements currency (or cash revenue and
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expenditure reports) and notes to the financial statements, this is the report that the
international standards and requirements most developed countries such application.
Other information in the report left that decision 19/2006/QD-BTC may request
additional information form the request or in the notes to the financial statements.

Develop a modelling scheme the State Accountant General to implement the State
General Accounting function in the State Treasury. Treasury performs the function of the
state budget and fund management and other financial organizations vertical information
system from central to local (state treasury; Treasury provinces and cities directly under
the central; Treasury district), perform collection task, providing timely information on
the revenues and expenditures of state budget funds, the borrowing and repayment of
government debt (domestic and foreign) and the State Finance Fund.

Application of international accounting standards one step at a time. The
application of international standards on accrual basis immediately will be very difficult
for the real situation in Vietnam. To fully apply all the accrual accounting system and
implementation of IPSAS, the need to change at the same time the process of accounting
on a cash basis with the support of the basis of the information processing system such as
computer information. Therefore, this issue needs to be considered very carefully before
proceeding. In addition, also need to learn to study international trends and experiences
of other countries have adopted IPSAS.

Need to set up a special committee to scrutinize the concepts, standards and
international accounting standards with the sole purpose is to develop and submit to the
Ministry of Finance issued the Accounting Standards of Vietnam.

The Ministry of Finance should establish a committee on accounting standards,
such as the Accounting Standards Committee (PSASB). This Committee should play an
important role in ensuring the quality of international standards and implement service
standards and guidelines as necessary to improve the reliability of the standard. Need
legal assistance by the committee and the accounting standards to avoid problems that
may arise during implementation.

Build system better accounting information processing with advanced information
technology. This means that the authorities at all levels must be equipped with good
computer system supported by high-speed information network base. Need to have a
modern information technology system with a synchronization software program to apply
accrual accounting rather than in combination with traditional cash accounting.
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Combined structure (including the inspection and audit) needs to be improved
and changed from a structure that emphasizes conformity with the provisions of the law
and following audit into a structure that emphasizes to a modern legal framework for
internal control. Restructuring of the organization related to the State Accounting to
achieve more effective collaboration and search personnel have knowledge of accounting
each budget unit used in the field of public accounting. Need to implement training for
staff in the field of Accounting and State leaders and senior officials of the Government.
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