X

R
£

ERERKXFZFFER A8

okt ot
ﬁJ éﬁ WX (H=E)

GOVERNMENT FINANCE, ACCOUNTING AND MANAGEMENT:

SELECTED PAPERS OF JAMES L. CHAN ( I )

ke 4

e
Wﬂ
=
A
.
)/(na
»

]
w
172
[
E
=
=
=
=
=




L

iﬁ.. = E
ﬁ ﬁ AK 5&%@ _ SCINED EHE ¢ I mwm
BRSO R (HE) 3

“3

GOVERNMENT FINANCE, ACCOUNTING AND MANAGEMENT:
SELECTED PAPERS OF JAMES L. CHAN ( [ )




B H7ER 4 B ( CIP) 88

TRRFIAER . 2 5. BRI SFe S esE . 2 2 /=58, BRERRgR. —ILE R RFH
fr#t,2015. 11

(bR F RGBS )

ISBN 978 —7 —301 —24587 -3

I. Q- 1. O QFF-- . O HEEE—FE—E QR HAESIF—=1t
HlE—hE—E V. OF812.2 -53

oh E i AS B 1E CIP BBz (2015) 28 226912 =

B =1

EESEE
EiERE
mERS
R & 17
it fit
[ hik
BF{EHE
RN 1E
:) i&
DRl &
g #H &

L

ED
E

S

BUFMEL ., =it 5EE—IFRI e (B, TH)
Chen Liqi Lunwen Xuanji

Zhengfu Caizheng Kuaiji yu Guanli

=8 REH W

XIERH

ISBN 978 -7 —301 —24587 -3
JERREF Hik At

AT e X ARAFES 205 5 100871

http://www. pup. cn

em@ pup. cn Q0Q:552063295

@ b RF R @ U KRFHREAE"S
HEIEES 62752015 A& FTEB 62750672  £RAEHT 62752926
AL RTEAE AL E R A BR 4 =]

HitEHE

730 B2 x 1020 &2k 16 FFAR S4Bk (EH4 ) 1125 F%F
2015 4E 11 HEE 1 Rk 2015 £ 11 HE 1 REIRI
0001—2000 f#

128.00 7o( k. T

REAVFA], RELUEE G XEH SRR T ZHS RS
KRR, BIRER

26 IS 010 62752024 HIT{S5#H: fd@ pup. pku. edu. cn
PN EAE BRI, W SHIREPECR, HiF: 010 - 62756370






BF 37 3%, 35 [ = 0 &F 0 A i 4 K2
(University of Illinois at Chicago, UIC) &1t %
SRR HAZ , [ A B W O} 2 A 5T P A
4% ,2011—2016 4 [A] FHAE L 5 KA AL
R EE AR b2 00, L 4F
AR E T WK A A A RABM L K2, 1981
EFF e AR K FAE R, R &1
R R BT M KT B, R 8L T BUN
SR EE PO T, g 2L
ZINEF R AT A S EOR T T BE Y Emmett
Dedmon % BE I B AR , o b W W0 48 G2 BT ) G2 ) ot ) 02, 3
KA A B A2EFERHE R R B AR, T EE R RS Il K, R t&
27 P O 28 BT R 1) 2 TR 452, o L R o [ SR B P BT 5 05

MR B AE BN 20t A SR B O A B AT L 6 T L+ Zhs A ARB 3,
THHEE, e T BT SIEE M AL S0 5E) 4TI EAT E 54 12 4E; IF
WAL ZRAEARAYIRE , T 1987 9k L EH S FS M BUF 53EE R4
2R R, JF K% A0 & 1Y 23 SCHR DT RR K (1984 4F ) FIA B A STEk K
(2008 4F) ., 2008 AR T E B 5620 34 P 2% S i & ) 3 — 2 B BiF 5T R
AR P ESHERFSN ERE IS 5007 T BUN S 1 E bR LB

MRS AT 2N BURF B [ BRALAG A9 o5t ], Horp A 3% E PR M S 4H 4L
FERAT MAEFEES A RASR KGR EKRSE, UXEMNMIR A BRITER
PReHel, MR 1988—2000 4EAT 32 [ H 1 (10 2 B W 53 0 ) A A 57,2001 4E7E
BN 51, 2009—2013 457 3 [ R BT LA K AN A ith, O BORF 25 11 o U 2= 3
SRR H TAE, AT 1979—1981 4 AT 36 [ 4 [ BUM 23 1 W) B 3 & (R i 5T
01, ZJSAEBUR IV %5 B U2 A T+ oo 0y BUR & R, BT & S0 b
SR ) | b E 4 FEBUF RS E 2E], M 20 #4290 ERAIIZE A fth ko
] A B S BT 2 R T B A 4R i)

REER & T REIIE S R EE, 1963 4R B JFh [H, 1968 4E Al 1 £ [ B 2%,
TEPR R K2 (FIER X)) e a kA8 i 24 2+ B A5 07 . BREURE &
HRNKREBEREEEZ e 8, K LB R, /N LR ZARE .




James L. Chan, Professor Emeritus of Accounting at the University of Illinois at
Chicago (UIC) , is Distinguished Overseas Professor at the School of Economics, Peking
University, and at Shandong University of Finance and Economics (2011—2016) , as
well as Professor by Special Appointment at the Research Institute of Fiscal Science of
the Ministry of Finance, China. A faculty member at UIC since 1981, he was head of
the Department of Accounting and the Ernst & Young Professor, as well as the founding
director of the Center for Government Accounting Research and Education. He has been
the Emmett Dedmon Visiting Professor and Senior Lecturer in Public Policy at the
University of Chicago; Consulting Professor at Shanghai University of Finance and
Economics and Xiamen University; Visiting Professor at University of Cagliari and
Bocconi University in Italy, and at Tsinghua University, Sun Yat-sen University, Central
University of Finance and Economics, and Zhongnan University of Law and Economics.
He also taught at Syracuse University and Arizona State University in the 1970s.

Chan is author or co-author of over 90 journal articles, book chapters and reviews
mainly on government accounting, finance and management, and five monographs. He
was founding editor of Research in Governmental and Nonprofit Accounting and has served
on several editorial boards, currently Public Money & Management and the China
Journal of Accounting Studies. He was elected Chairman of the Government and
Nonprofit Section in the American Accounting Association, which gave him a Notable
Contribution to Literature Award and an Enduring Lifetime Contribution Award. He also
received the first Lifetime Research Achievement Award given by the China-America
Association of Public Affairs. He served as president of the Chinese Accounting
Professors Association in North America, and is a co-founder of the Comparative
International Government Accounting Research Network.

Professor Chan has applied his expertise as an advisor to government organizations.
He has been a consultant for the Fiscal Affairs Department of the International Monetary
Fund, World Bank, Organization for Economic Cooperation and Development, UN
Development Program, and Inter-American Development Bank. He is currently a
Special Advisor to the China Association of Chief Financial Officers and advisor to the
National Association of Government Budgeting Research in China. He has advised the
Chinese Ministry of Finance in official and unofficial capacities since the early 1990s. In
the United States, he served on the Research and Education Advisory Panel of the U. S.
Comptroller General and was an Academic Fellow at the U. S. General Accounting
Office. He served on task forces of the Federal Accounting Standards Advisory Board
and the Governmental Accounting Standards Board. He was on the research staff of the
National Council on Governmental Accounting and, as a consultant for the Government
Finance Officers Association, worked with several American local governments.

Chan received his B. S. (1971), Master of Accounting Science (1973), and Ph.
D. in Accountancy ( 1976 ) degrees from the University of Illinois at Urbana-
Champaign. A Chinese American, he lives in Oak Park, Illinois with his wife Susy

Soung Chan; they have two daughters: Jessamine the writer and Audrey the artist.
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Preface

James L. Chan, Professor Emeritus of Accounting at the University of Illinois at
Chicago (UIC), is one of the most knowledgeable and renowned experts in the world on
government finance, accounting and management.

I was the Comptroller General of the United States and Head of the General
Accounting Office (GAO) from 1981 to 1996. President Reagan nominated me for this
position and I was confirmed by the Congress. During this period of time, Professor
Chan served on the Research and Educational Advisory Panel to the Comptroller
General, and also served for a time as an Academic Fellow at the GAO. I often
consulted Professor Chan during this time on many important financial and accounting
issues.

Since 1996, Professor Chan has gone on to advice many other government groups,
both at the state and local government levels in the United States. In addition, he has
been retained by many international organizations, such as the World Bank, OECD, UN
Development Program, and IMF for advice and assistance on various financial problems.
Professor Chan has spent considerable time in recent years teaching at various
universities in China and serving as an advisor to the Government of China.

I am very pleased that this collection of his academic papers has been completed

and published. The book will be invaluable to many in the United States, China, and

ool Bk

Charles A. Bowsher
Comptroller General of the United States ( Retired)

other countries.

June 2015
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Introduction

This volume contains 45 of my academic papers written during the period from 1972
to 2015. These papers were selected on the basis of my perception about their
significance, originality, continued relevance, reflection of the state of the field, and
illustration of my intellectual interest and development. The papers are divided into the
two domains of my research: the United States, and China and international
comparison. In each group, the papers are arranged chronologically. In light of this
format of presentation, the purpose of this introduction is to help readers—scholars,
students and other researchers—quickly identify papers. I have therefore grouped the
papers (identified by number and year of publication) into ten topical clusters, with a

few papers falling into more than one cluster.
Cluster 1 Preparatory stage

By accident, my college major at the University of Illinois at Urbana-Champaign
(UIUC) was accountancy. After hearing Professor Norton Bedford advocating the
expansion of accounting to cover non-financial information, I wrote a 175-page term
paper entitled “The Effectiveness of Social Reporting in the Planning and Evaluation of
Socio-economic Programs” for a graduate course in research methodology. Paper 1
(1972) was an excerpt of Chapter 3 of that paper; it deals with the development and
reporting of social indicators to gauge the success of Great Society programs launched in
the 1960s. For efficiency and financial support, I entered into UIUC’s Ph. D. program,
again in accountancy but with minor fields in public administration and economic
theory. For a public administration course, I used my access as a student member of a
university planning committee to write a term paper on the budgetary process of UIUC
(Paper 2, 1973) , which started my life-long fascinating with public budgeting.

Continuing the theme of non-financial measures of performance, and taking
advantage of my job as an administrative assistant to the deans of UIUC’s college of

engineering, I wrote my dissertation on university research output indicators. I used
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social exchange theory to explain what motivated academics to do research, and did a
survey of the faculty and administrators to find out how much importance they attached to
indicators of research accomplishment. The essence of the dissertation was published in
The Accounting Review ( Paper 3, 1978).

What I learned in my doctoral research gave me insight about the academic social
system, and those insights would be proven useful in managing my academic career and
as a department head later on. Equally importantly, my experience in writing Papers 1
and 3 convinced me that accountants did not have the expertise and credibility to do
non-financial measurement, and I abandoned that line of research forever. For
replacement, I combined my personal interest in politics and academic training in
accounting to fashion a career in government accounting without having taken a formal

course in this field.
Cluster 2 The Government Environment

The field of accounting is conventionally divided into business accounting,
government accounting and nonprofit accounting. This classification is based on a
theory, which I do not fully understand, that the environment of accounting influences
or even determines the nature of accounting. Paper 12 (1988 ) describes the
characteristics of the government environment and their influence on government
accounting and financial reporting. I realized that the field of accounting itself lacked a
theory of government, and turned to public choice—the economic analysis of politics
and government—for inspiration. The study resulted in Paper 11 ( co-authored with
Marc A. Rubin, 1987) on the role of Information in a democracy and in government
operations. The two settings correspond to external reporting to the public and internal
reporting to management. The background readings in public choice continued to give

me ideas for many years to come.
Cluster 3 Overview of Government Accounting—Theory and Practice

If you are interested in government accounting but do not wish to go into specific
countries or details, I would recommend that you read the following overview papers.
Paper 34 (2003) provides an accessible assessment of government accounting theory,
purposes and standards. Paper 20 (2008) presents a structural framework of government
accounting standards. Paper 14 (1998 ) addresses accounting measurement basis and
proposes “degrees of accrual” to guide the transition to accrual accounting. In response
to the great influence of business accounting, Paper 21 (2009) contrasts the perspective

of accountants trained in business schools and budget experts educated in political
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science or public management.

If you are eager to learn about contemporary practice, Paper 42 ( co-authored with
Qi Zhang, 2013) and Paper 43 ( co-authored with Yunxiao Xu, 2013) inform you of
the current standards and advanced practices of government accounting and financial
reporting. As they are chapters in an international handbook on public financial

management, they do not have accounting jargon and are easier to read.
Cluster 4 American State and Local Government Accounting and Budgeting

Paper 16 (2000) describes the history of reforming American local government
accounting in the 20th Century, while Paper 19 (2001) adds budgeting reforms. After
reforms during the Progressive Era to instill financial integrity and the professionalization
of financial management in succeeding decades, the third wave of reform began in the
mid-1970s, when 1 was starting my career. After searching for a research focus for
several years, I was recruited to fill a full-time government accounting research position.
As a staff researcher at the National Council on Government Accounting (NCGA) , I co-
authored with Allan Drebin and Lorna Ferguson on Paper 4 (1981 ) discussing the
decisions and information needs of users to serve as the foundation of a conceptual
framework of governmental accounting. I was assigned to explore further the decisions
and information needs of voters, taxpayers and service recipients ( Paper 5), and those
of legislative, governing and oversight bodies ( Paper 6), as well as intergovernmental
grantors ( Paper 7), all published in a monograph in 1981.

Employment by the NCGA led to my special interest and expertise in government
accounting standards and the standard-setting organizations and processes. Paper 8
(1981) on standards and issues in local governmental accounting and financial reporting
was invited by the new journal Public Budgeting and Finance. After attempting to bring
research methods for studying corporate accounting standard-setting to the public sector
context ( Paper 9, 1982), I wrote Paper 10 (1985) , which described and theorized the
formation of the Governmental Accounting Standards Board ( GASB) in 1984. Later, I
wrote a paper to describe GASB Statement No. 34 and then discussed its likely impact on
budgeting. The first part was published in France ( Paper 17 translated by Evelyne
Lande, 2001 ), and the second part ( Paper 18, 2001) in Public Budgeting and

Finance.
Cluster 5 American Federal Government Budgeting and Accounting

Being an advisor and a research fellow at the U. S. General Accounting Office
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(GAO) in Washington, D. C. gave me the opportunity to be a participant observer in
the federal government, and to expand my research to the national level and federal
budgeting. Paper 13 (1994) analyzes the formation of the Federal Accounting Standards
Advisory Board ( FASAB). Papers 16 (2000) places FASAB in a longer historical
context, and Paper 19 (2002) adds federal budgeting to the history.

An unexpected invitation to contribute a paper on federal budget laws led to Paper
15 (1999). I built on that paper when the Chinese Ministry of Finance in 2005
commissioned me to find possible lessons for revising China’s 1995 Budget Law. What I
learned is reported years later in Paper 25 (2012) after a long delay. Coincidentally, I
wrote Paper 27 (2013) to observe the centenary of the Taft Commission, whose report

was a blueprint of the modern American federal budget system.

Cluster 6 China and Sino-American Comparison

Paper 27 (1996) was prompted by my discomfort that Chinese budget accounting
recognized debt proceeds as “debt revenue,” thus reducing reported deficit figures. For
the next two decades, I was an advisor in government accounting to the Chinese Ministry
of Finance in formal and informal capacities. I do not have much to show for my efforts
in China, except for the following papers: a Sino-American comparison on budget and
accounting coverage (Paper 29, 2000) , the effect of economic reform ( Paper 31 with
Cong Shuhai and Zhao Jianyong, 2001 ), a comparison with the U.S. and U.K. (Paper
35 with Li Jianfa, 2005 ), another Sino-American comparison on standard setting
institutions and processes (Paper 37 with Yunxiao Xu, 2008), and fiscal transparency
aided by social media ( Paper 40 with Qi Zhang, 2013 ). I recently reflected on
difficulties of doing comparative research in China and of developing international
standards in Paper 44 (2014 ) and reported the Chinese government’s most initiative in

promoting financial accounting and management accounting in Paper 45 (2015).
Cluster 7 CIGAR

CIGAR stands for comparative international government accounting research. On
the 10th anniversary of the formation the CIGAR Network, I joined Klaus Liider and
Rowan Jones to assess what had been accomplished and to point out future directions
(Paper 28, 1996). On the occasion of Professor Liider’s retirement, I wrote Paper 30
(2000 ) in his honor. I continued to elaborate on CIGAR methodological issues and
strategies in Paper 32 (2002) and Paper 44 (2014).
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Cluster 8 IPSAS

IPSAS stands for International Public Sector Accounting Standards. 1 spoke
critically about the ways in which IPSAS imitated business accounting at a CIGAR
conference. That led an invitation to write Paper 34 (2003 ), which was the lead article
in an IPSAS theme issue of the British journal Public Money & Management. The paper
was widely cited and translated into Chinese, French, Japanese and Spanish. Taking
aim at the claim that there was a “global revolution” in government accounting to
emulate business accounting, I again dissected IPSAS in Paper 34 (2004 ), this time in
a French journal. At a CIGAR conference in France, I also analyzed how useful it
would be for developing countries to adopt IPSAS and the costs and benefits of
government accounting reform in poor countries ( see Paper 36, 2006 ). At an
international workshop in Italy, I raised several conceptual issues in IPSAS and
criticized the governance and oversight structure of the IPSAS board ( No. 38, 2009).
Most recently I conjectured the reasons why China and United States for their own

reasons declined to adopt IPSAS ( Paper 44, 2014 ).

Cluster 9  Influences of Economics and Business Accounting on Fiscal

Measures

Fiscal economics has great intellectual influence on government budgeting, such as
measuring deficit in terms of cash and focusing on government bonds issued to finance
the cash deficit. On the other hand, accrual accounting typically used in business has
changed the way some governments present their financial picture. Paper 24 ( co-
authored with Yunxiao Xu, 2012) contrasts the economic and accounting approaches to
measuring government deficit and debt. As I did more teaching and research in public
budgeting, I became increasingly curious about the evolving relationship between
accounting and budgeting in the public sector. I eventually decided to systematically
examine the relationship in Paper 39 ( co-authored with Jens Heiling, 2012) with the
intentionally provocative title “From Servant to Master?” Next, I explored the possibility
that budgeting, annual financial reports and Government Finance Statistics might all
converge toward accrual measurement and a high level of aggregation in Paper 41 ( co-

authored with Jens Heiling and Sabine Schiihrer, 2013).
Cluster 10 Financial Management

As a specialist, I seldom wrote about public financial management in general.
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However, in response to an invitation to contribute to a book on public management and
governance, I presented three different ways of looking at the field in Paper 22 ( co-
authored with Yunxiao Xu, 2009). I also took advantage of another invitation to revisit
the legacy of my role model, Herbert Simon, in accounting and institutional Analysis
(Paper 23, 2011).

In conclusion, this collection of papers documents my life-long learning to make
up—hopefully more than making up—what I missed in my formal education. I
appreciate the opportunity to present the fruits of my labor in a convenient package for

you to sample—and to take apart—so that you will chart your own adventure in ideas.

James L. Chan
Chicago, September 2015



