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accounting applied in a public-sector

context (Carlin 2005) yet much is
unknown. The gap between what we might know  the practitioner and academic
and what we don’t know about accrual accounting
is greatest when considering the managerialimpact
of the change from cash to accrual in the general @ general government sector context.
government sector (GGS) which is not funded pre-
dominately through charges levied in some rela-
tion to the products or services it provides. Inthe & Pfepondemnce of assertion and is

GGS, accrual accounting has generated contro- underweight in evidence. It argues
versy because the application of the business

accounting model of accrual accounting has proven that Barton’s paper, while being

problematic. In essence this is the main pointmade g yseful addition to the calls for

by Emeritus Professor Allan Barton (2007) in his

critique of the Australian government’s implemen-

tation of accrual accounting. However, Barton gccrual accounting applied to

goes beyond that point and asserts that accrual

accounting is superior to cash accounting in a GGS

environment. its assertions as to the superiority
Barton does not present empirical support for

the asserted superiority of accrual accounting.

Thus this paper is prompted to use the prior litera- flaws are an absence of supporting

ture to establish what has been demonstrated on

an evidentiary basis about the impacts of public-

sector accrual accounting (PSAA). In its overview internal and external accounting.

of the relevant literature, this paper also provides a

compendium of contributions from professional

and official sources as well as academic sources.

Its analysis of the sources of PSAA contributions

reveals an intriguing contrast between the views

presented by practitioners compared to the views

presented by academic sources. Additionally it

demonstrates that the presumed connection

between accounting for external reporting and

accounting for managerial decision-making has at

best proven problematic and at worse has been

absent — although this crucial issue remains in

the “what we aren’t sure about” category.

uch has been written about accrual This article responds to the preceding
paper by Allan Barton by reviewing

literature on accrual accounting in

It considers why that literature bas

improvements to the model of
GGS organisations, bas flaws in
of accrual accounting per se. These

evidence and a confusion between

AUSTRALIAN ACCOUNTING REVIEW VOL. 17 NO.12007 51

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyyapnw.manaraa.com




WHAT HAVE HISTORIANS HAD 2005a), with minimal input from account prepar-

ers (Ryan et al 1999) and as a result, at least ini-

TO SAY ABOUT PSAA? tially, there has been a negative impact on time-

In a first step to determine what we might know liness and quality of accounting reports (Heald
about PSAA, the emerging histories might be useful. 2005).

Those histories are currently limited to the conver-  The above histories point to the conclusion that

sion from cash to accrual or some other aspect ofthe  much is unknown about PSAA’s past but that it is

change. Absent still is a full history
of the operation of PSAA in GGS
organisations. However, the histo-
ries currently available are useful in THE DECISION
establishing the non-trivial nature
of the change from cash to accrual

accounting and they point to the fol- TO ADOPT PSAA,

lowing conclusions:

e While implementation cost is AND DECISIONS

not known in most cases, there
are indications that it has been
expensive! (Ellwood and Wynne ABOUT
2005, Carlin 2006).
e In some jurisdictions a cost-
benefit analysis of PSAA imple- ACCOUNTING
mentation will never be possible
(Funnell and Cooper 1998) and STANDARDS FOR
it also seems that accrual
accounting has been privileged

since it has not satisfied an ¢ THAT ADOPTION,

ante value-for-money test that is
frequently imposed on other
forms of public service expendi- WERE MADE
ture (Humphrey 2005). For
further views on this theme, WITHOUT
refer Froud et al (1998), Chow et
al (2005), Carnegie and West
(2005), Ellwood and Wynne - SUFFICIENT
(2005) and Barton (2004).

¢ A number of histories show that CRITICAL
accrual accounting is not simply
atechnical matter but that it has
been implicated in fundamental CONSIDERATION
changes to public-sector man-
agement and in wider political
matters (Newberry and Pallot
2004, 2005, Lye et al 2005).

e Thereisabody of evidence that [MPLEMENTATION
policy entrepreneurs emerged
to support PSAA (Ryan 1998)
and as a result of the accrual ISSUES.
accounting opportunity, the
accounting profession changed
its relative disinterest in the

OF

linked to some major changes that
are worthy of non-historical
research. Much non-historical work
has been published and this paper
examines that body of literature.
The examination is unapologetically
biased to Australian and New
Zealand contributions? although
that is not exclusive. The papers
included in this review were identi-
fied in searches of Proquest and
EBSCO databases where the search
was based on the word “accrual”
appearing in any field and the paper
being published between 1981 and
2005. Papers not relating to PSAA
or not relating to a GGS (state or
federal government) context were
excluded but additional papers,
mostly from non-indexed confer-
ences and official publications, were
included especially where they had
been cited by sources identified in
the searches for this review. In total,
130 contributions have been exam-
ined and these are identified in
Table 1, where each contribution is
classified according to the following
features:
¢ Source: official (authored by a
government official, department,
committee or similar), industry
(authored by a practising account-
ant, accounting firm and/or a pro-
fessional body), or academic.
¢ Advocacy: support for PSAA,
opposition, call for change or
questioning.
¢ Thematic linkage: either PSAA is
presented as being part of a
change theme or not.
In reading Table 1, a number of
explanatory points should be noted.
First, the body of literature excludes

public sector to an active interest in a short contributions that relate to accrual accounting in
period of time in the late 1980s (Chua and government business undertakings but does include
Sinclair 1994, Christensen 2002, 2005, Kent contributions that deal with broad aspects of public-
2003) but this requires further research gector accounting and management as long as there
(Goddard 2002). is explicit mention of accrual accounting. Second,
¢ Thedecisionto adopt PSAA, and decisionsabout the list is not exhaustive? but does cover most
accounting standards for that adoption, were Australian contributions and aims to capture the
made without sufficient critical consideratiom®f more substantial non-Australian sources. Third, the
implementation issues (Potter 2002, Barton classifications used are blunt and subject to argu-
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TABLE 1: PUBLIC SECTOR ACCRUAL ACCOUNTING LITERATURE 1981-2005

Source Type: Advocacy: Identification
O (official) F (for) of a theme

A (academic) A (against) associated
I (industry) C (change) with PSAA
Q (question)

1981-1987

Mautz (1981) A A

Shand (1983) 0 F

Sutcliffe (1985) 0 F

Carpenter (1986) 0 F

Hopper (1986) A A v

Egol (1987) I F v

Regan (1987) I F

Carpenter (1987a) 0 F

Carpenter (1987b) 0 F

Humphry (1987) 0 F

Robson (1987) 0 F

Walker (1987) I F

1988

Auditor-General’s Office of NSW (1988) 0 F

NSW Commission of Audit (1988) 0 F

NSW Public Accounts Committee (1988) 0 F

Mautz (1988) A A

1989

Humphry (1989) 0 F

Prosser (1989) I F

Walker (1989) Q

1990

Groom (1990) 0 F

Pallot (1990) A Q

Ryan (1990) I F

Shand (1990) I F

1991

Allan (1991) F

Balding (1991) I F

Scullion (1991) 0 F

1992

Barrett (1992) (o) F

Churchill (1992a) | F

Churchill (1992b) 1 F

DioGuardi (1992) | F

Lambert (1992) (0] F

Ma (1992) A A

Micallef (1992) 0 F

NSW Public Accounts Committee (1992) 0 F

Pallot (1992) A A

Rutherford (1992) A Q

Sharpe (1992) I F

1993

Carpenter (1993) 0 F

Ma and Matthews (1993) A A

Mackintosh (1993) I F

Redburn (1993) (0] F

Roberts (1993) I F

OECD (1993) 0 F
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TABLE 1: PUBLIC SECTOR ACCRUAL ACCOUNTING LITERATURE 1981-2005

Source Type: Advocacy: Identification
O (official) F (for) of a theme

A (academic) A (against) associated
I (industry) C (change) with PSAA
Q (question)

1994

Aiken (1994) A C

International Federation of Accountants (1994) I F

Ball (1994) 0 F

McCrae and Aiken (1994) A C

Micallef et al (1994) 0 F

Pallot (1994) A F

1995

Carnegie and Wolnizer (1995) A A

Walker (1995) A Q

1996

Burritt et al (1996) A A

Clark-Lewis (1996) 0 A

Conn (1996) I Q s

Mellett and Williams (1996) A A v/

Mellor (1996) 0 F

NSW Public Accounts Committee (1996) 0 F

1997

Boorrsma and Mol (1997) A Q

Bradbury (1997) 0 F

Carnegie and Wolnizer (1997) A C

Copley et al (1997) A F

Jones and Puglisi (1997) A A

Micallef (1997) 0 F

Micallef and Peirson (1997) A F

Pallot (1997) A Q

Stanton and Stanton (1997) A Q

1998

Barton (1998) A C

Funnell and Cooper (1998) A C

Guthrie (1998) A A v

Jones (1998) A Q

Robinson (1998a) A C

Robinson (1998b) A C

Stanton and Stanton (1998) A A

1999

Ball et al (1999) I F

Barton (1999a) A C

Barton (1999b) A C

Carnegie and Wolnizer (1999) A C

Guthrie (1999) A A v/

Johnstone (1999) A C

McGregor (1999) I F

Miley (1999) I F

Ng and Shead (1999) A C

Parker and Gould (1999) A C

2000

Barton (2000) A C

Bartos (2000) 0 F

CPA Australia (2000) I F
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TABLE 1: PUBLIC SECTOR ACCRUAL ACCOUNTING LITERATURE 1981-2005

Source

Type:
O (official)
A (academic)
I (industry)

Advocacy:
F (for)
A (against)
C (change)
Q (question)

Identification
of a theme
associated
with PSAA

Likierman (2000)

o

F

Mignot and Dolley (2000)

»

F

Pilcher (2000)

>

C

2001

Carlin and Guthrie (2001)

Karan (2001)

Monsen and Nasi (2001)

Newberry (2001)

Thompson (2001)

R

[>2iel k- d i 2ol

2002

Ball (2002)

Barton (2002)

Carnegie and Wolnizer (2002)

Mellett (2002)

Monsen (2002)

Newberry (2002a)

Newberry (2002b)

Potter (2002)

Robinson (2002a)

Robinson (2002b)

Rowles (2002)

Salinas (2002)

AR Rl ol e ol e o e e

m|im|O|ofe | |o|Ee o0

2003

Barton (2003)

Carlin (2003)

Carlin and Guthrie (2003)

Carnegie and West (2003)

Chan (2003)

Ellwood (2003)

Guthrie et gl (2003)

International Federation of Accountants (2003)

Pollitt (2003)

Stalebrink and Sacco (2003)

Wynne (2003)

kA Ed =l d Ed A Ed Ed A

olor|m|loo|mo|r |00

2004

Barton (2004)

Carlin (2004)

Kelly and Wanna (2004)

Newberry and Ellwood (2004)

West and Carnegie (2004)

IS Ed Al

o=|=|o|0

2005

Barton (2005a)

Barton (2005b)

Carlin (2005)

Carnegie and West (2005)

Hooper et al (2005)

Humphrey (2005)

Newberry and Pallot (2005)

Sheehan (2005)

A EdLdEdEd Ed s

el didleiieliel (elke)
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ment but the table nevertheless presents a useful
overview of a rapidly changing body of literature.
Fourth, contributions are listed in chronological
order to assist the analysis that follows.

SOURCES AND TIMING OF
CONTRIBUTIONS

Table 1 is useful in identifying the sources of PSAA
contributions from 1981 to 2005. For the period
1987 to 1993, practitioner sources, classified as
“official” or “industry”, consistently outnumbered
academic sources. However, from 1994 to 2005 a
dominance of academic sources is apparent. By
1993 the cumulative count of contributions from
official and industry sources outnumbered aca-
demic contributions by a factor of almost 4:1. By
2005, academic contributions had overcome that
deficit and outweighed official and industry contri-
butions over the full period by a factor of 1.5:1.
These trends are shown in Figure 1 where the sig-
nificance of 1993-94 as a cross-over point can be
more readily discerned; 1993 was also when NSW
became the first government in Australia to convert
fully to PSAA after some five years of effort. Thus it
appears that official and industry sources were
most interested in the topic of PSAA in its formative
years, whereas the interest of academic sources
began to grow after the initial implementation of
PSAA. If recent years are representative of a con-
tinuing trend there will be further dominance of
academic over practitioner sources.*

An additional interesting factor in this analysis is
the change in the proportion of contributions

FIGURE 1: ANALYSIS OF SOURCES
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FIGURE 2: ANALYSIS OF ARGUMENTS

ENOT FOR |
10| |WFOR [

N

D ® O
NSO ERN

S <] ]
F I @S

56 AUSTRALIAN ACCOUNTING REVIEW

expressing an opinion in support of the PSAA
change. Figure 2 summarises this data and again a
clear change is discernible whereby the early
period is dominated by contributions in support of
PSAA and the second half is dominated by argu-
ments either opposed to, critical of or questioning
of the change (labelled “not for”). By 2001 the dom-
inance of non-supportive arguments was over-
whelming and growing. Thus a picture of a chang-
ing literature emerges at this aggregate level
of examination.

ARGUMENTS SUPPORTING PSAA

The early literature is dominated by arguments for
accrual accounting predominantly from official or
industry sources. Typically these contributions lack
empirical evidence, perhaps because of the “early
days” nature of the commentaries, and they rely on
normative views often presented in a zealous manner
(Christensen 2002) and frequently only on emotive
grounds (Carlin 2005). These views can be charac-
terised as being one or more of the following:

e Accrual accounting in the public sector will
make it comparable to the private sector and
that would be inherently sensible (see, for
example, Egol 1987, Regan 1987).

e Accrual accounting is defined as the opposite of
cash accounting and so would avoid the prob-
lems that arise from cash accounting through
timing manipulation, asset misuse and igno-
rance of non-cash costs (see for example, NSW
Public Accounts Committee 1988, DioGuardi
1992).

e Accrual accounting will provide full and accu-
rate cost data and so improve the efficiency of
the public sector, especially with respect to asset
usage (see, for example, Humphry 1989, Balding
1991, Rowles 2002). In part, this efficiency
improvement will be a “trickle down” effect
resulting from improved external reporting
(Thompson 2001).

e Accrual accounting will improve external
accountability (see, for example, Carpenter
1987a, Robson 1987) and prevent manipulation
of public finance by politicians (Regan 1987).

e Intergenerational equity will be improved by
accrual accounting reports (see, for example,
Walker 1987).

Since most of these arguments predate substan-
tive experience of PSAA practical application outside
commercial trading enterprises, it is perhaps under-
standable that they lack an empirical base
(Humphrey 2005). However, there is increasing evi-
dence that PSAA has, at the very least, confronted
some significant implementation effects and unan-
ticipated complexity in transferring an apparently
tried-and-proven accounting technique to a new
environment (Ezzamel et al 2005).
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ARGUMENTS NOT
SUPPORTING PSAA

As noted by Carlin (2005), each of the lines of argu-
ment supporting public-sector accrual accounting
areripe for criticism, since they are presented largely
in a data-free environment and at their base they
have a faith in the existence and utility of objective
accounting data. Increasingly there is criticism of
the move from cash to accrual accounting (Guthrie
et al 2003) as noted above and shown in Figure 2.
Most of the critical literature identified in Table 1
presents one or more of the following reasons to con-
clude that the case in favour of public sector accrual
accounting is likely to be based more on hope than
expectation:

¢ The definition of “asset” based on private-sector
standards is problematic in a public-sector
context and creates distortions in meanings
(Pallot 1992, Carnegie and West 1997, Carnegie
and Wolnizer 1995, 1997, 1999, Funnell and
Cooper 1998, Barton 2000, 2005b).

¢ The “matching concept” is problematic in a non-
profit context where effort expended does not
necessarily relate to revenue earned (Barton
1999a, Monsen and Nasi 2001, Monsen 2002,
Chan 2003).

e Accrual accounting in the private sector is
bedevilled by manipulation and like all account-
ing systems it is socially constitutive (Hines
1988) without inherent superiority to alternative
accounting systems in terms of “accuracy”
(Walker 1989, Newberry 2002a).

¢ Accrualaccounting, asimplemented in anumber
of public sectors, has produced confusing and
sometimes counter-intuitive financial state-
ments (Pallot 1997, Barton 1999b, Pilcher 2000,
Mellett 2002, Barton 2004, West and Carnegie
2004).

e Accrual accounting has been closely intercon-
nected with other public-sector reforms and so
should be seen as a part of the rhetoric sur-
rounding those reforms (Mellett and Williams
1996, Guthrie 1998, Newberry 2002b, Barton
2003, Kelly and Wanna 2004, Newberry and
Ellwood 2004, Newberry and Pallot 2005).

It is not intended to fully review here all of the lit-
erature that has argued against accrual accounting.
However, two important findings from the review of
this part of the literature are briefly discussed below.
First, that the relationship between improved man-
agement and accrual accounting is contested theo-
retically and, second, that accrual accounting repre-
sents implementation of a broader scheme of reform
— a type of Trojan horse in which the accounting
change is not an end but is a means to introduce
other more important change.

WHAT EVIDENCE IS THERE
ON THE MANAGERIAL IMPACT
OF PSAA?

There is ample argument supporting scepticism of
the claims that were mostly made in favour of PSAA
during the years before 1994. This extends beyond a
technical and semantic focus (Carlin 2005) to offer
substantive reasons for sector-specific approaches
or to make warnings of the need to consider PSAA
within a broad contextual perspective in which
themes of change are identified. Nevertheless, the
most important conclusion arising from this aspect
of the literature is that both the cases for and against
the impact of PSAA on managerial decision-making
have not yet been thoroughly examined in an empiri-
cally based study of accrual accounting in operation
(Funnell and Cooper 1998, Guthrie 1998, Newberry
2002b, Carlin 2005, Ellwood and Wynne 2005). This
is clearly an outstanding empirical question and thus
is a significant gap in the literature. As part of that
gap, more than a decade ago, Carnegie and Wolnizer
(1995) challenged PSAA advocates to answer four
specific questions dealing with assignment of mone-
tary values to public-sector non-financial resources
and recently Carnegie and West (2005) have noted
that these questions still remain unanswered. While
this is true, there have been some attempts address-
ing limited aspects of managers’ reactions to PSAA:
e Jones and Puglisi (1997), in a survey-based
assessment of Australian government depart-
mental managers, conclude that those managers
had doubts that accrual accounting information,
when available, would change their decision-
making. However, this survey’s relevance is con-
strained by the fact that most respondents had
little or no experience using accrual accounting
in general government sector organisations.

o Pilcher (2000), in a survey of local government
managers, concludes that there is confusion in
their compliance with AAS 27 and thus the use-
fulness of accrual accounting information for
decision-making about assets must be
questioned.

e CPA Australia (2000), in a survey of 25 organisa-
tions’ accounting policies and systems, the con-
clusion was reached that many organisations
continued to operate dual cash and accrual
systems thus “much effort will be needed to
extract benefits of the reforms at agency level”
(p. 22). Although this survey asked two ques-
tions on the usefulness of accrual information
for decision-making by CEOs, the raw data for
responses to these questions is not reported and
the study is limited by its small sample size, the
lack of anonymity for respondents, the limited
range of available responses to questions (yes/
no or up to four alternatives) and the close iden-
tification of the survey with CPA Australia and
KPMG Canberra.
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¢ Thompson (2001), in a study using content anal-
ysis of financial reports and interviews of man-
agers in seven New Zealand museums, con-
cludes with an expectation of improved manage-
ment although evidence of realisation of that
expectation is not presented.

e Carlin and Guthrie (2001), examining accrual
output-based budgeting in Queensland and New
Zealand education organisations, conclude that
documentation did not significantly differ from
the input, cash-based budgets and so improved
management was unlikely.

e (Carlin (2004), examining Victorian accrual
output-based performance indicator disclosures,
concludes that the high rate of change in the
reported indicators means that improved per-
formance based on these indicators is unlikely.

Excluding the limited studies noted above, the
remainder of the literature is largely normative in
nature and where it makes comments on the mana-
gerial impacts of accrual accounting those com-
ments mostly rely on theoretical perspectives of
published accounting reports. Thus detailed case
studies, based on empirical evidence and making
theoretically grounded explanations of observed
changes in managerial decision-making and other
organisational effects of accrual accounting, are
absent from the extant literature.

One of the challenges facing case studies of
public-sector accrual accounting is the complexity
arising from the interconnection of accounting
change with organisational and managerial change
(Carlin 2005) in a typically unstable environment.
One element of this complexity is that accrual
accounting has been identified as a means to imple-
mentation of other changes and thus assessed as
being more than a technical accounting change, not-
withstanding that all public-sector accounting is
inherently contextual (Broadbent and Guthrie
1992).

PSAA AS A VEHICLE FOR
OTHER CHANGE

A further striking aspect of Table 1 is the significant
incidence of papers since 2002 linking PSAA to some
thematic view of public-sector change. That is,
accrual accounting is seen within a theme of change
involving matters such as privatisation, private-
sector management practices, public-sector pur-
chaser-provider relationships, reducing disclosure
to parliament, outsourcing and funding levels. These
contributions focus not on the managerial impact or
micro arguments but consider accountability argu-
ments and a broad conception of “what is going on
here?” Essentially they evidence the “accountingisa-
tion” of the public sector (Power and Laughlin 1992,
p. 133). At a broad level these contributions relate to
Hood’s (1995) conceptualisation of New Public
Management and Olson et al’s (1998) discussions of
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New Public Financial Management. However, in
more recent times scholars have identified evidence
that specifically links accrual accounting to Public
Choice Theory (Barton 2005a), privatisation
(Newberry and Pallot 2005) and neo-liberalism
(Newberry and Ellwood 2004). Evidence for these
claims has emerged as accrual accounting experi-
ence has grown and as PSAA histories have been
documented (Christensen 2002, Newberry 2002b,
Potter 2002). Indeed, the link to non-accounting
reforms was identified in the NSW case early when
an official noted that “the term ‘accrual accounting’
has become a code for much wider-ranging set of
changes” (Conn 1996, p. 82). Thus a lesson from the
literature broadly arguing against PSAA is to adopta
healthy scepticism of the claims made on behalf of
accrual accounting and, without prejudging the evi-
dence, to consider the relationship of this accounting
change with other managerial and political changes.
Most importantly, the literature clearly establishes
the need for detailed empirical studies.

BARTON’S PROBLEMATIC PSAA
ADVOCACY AND WHAT WE
DON'T KNOW ABOUT PSAA

The review of PSAA literature brings us back to
Barton’s (2007) assertion that PSAA is superior to
cash accounting in a public-sector context. This is a
view that has no empirical support in the literature
but does have a long lineage of normative argument
presented mostly by practitioners and mostly in the
first half of the period studied. Barton repeats the
point that without PSAA, governments would not
have “systematic records of their vast holdings of
non-cash assets”. However, this is not true, since
governments have a system of internal controls long
established (and regularly audited) to ensure owner-
ship and management of assets and liabilities is
achieving government objectives. There is no reason
why this should be the exclusive preserve of an
accounting system but the difficulties of ascribing
monetary values to public-sector assets where there
is no market do cast doubts on the ability of PSAA to
provide useful information to managers of those
assets (see, for example, Carnegie and Wolnizer
1995, 1997, 1999).

The trap that Barton and earlier advocates of
PSAA fall into is to confuse attribution of monetary
values with necessary non-financial information
used by managers in their control of public-sector
assets. The latter non-financial information usually
resides in a database of asset information that stands
outside the accounting system and is frequently
used for asset management decision-making. Thus a
decision, for example, to expand or contract a school
might consider utilisation of existing space, demo-
graphic trends, pedagogical developments including
changing curricula requirements of facilities, alter-
native uses of the existing facilities and so on.
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However, neither the historical cost nor the current
replacement value of the assets is of use in such
matters, since the land is zoned for an educational
use and the need to deliver an education to children
residing in the school’s “catchment” defines the
purpose of the school. Conversion of the school
asset into cash or other non-educational assets is not
in the educational provider’s decision-making ambit,
hence a monetary value of the school is not
relevant.

The private-sector purpose of maximising share-
holder wealth does not drive public-sector asset
management and to pretend the contrary only pro-
duces the types of problems that Barton later cor-
rectly identifies: an inappropriate concept of assets
and, consequentially, inappropriate concepts of
revenue, liabilities and equity. Unfortunately, what
we don’t know about this is the impact, or absence of
impact, on managers resulting from the application
of PSAA at an organisational decision-making level.

A second problem encountered in Barton’s paper
is the manner in which he, like the earlier advocates
of PSAA, works from the macro to the micro. Thus
he argues that the vast portfolio of assets held within
the GGS means PSAA is needed to “refocus man-
agement attention”, He notes the “burgeoning liabili-
ties from budget deficits” as though these macro
outcomes were a natural consequence of cash
accounting, and in the same paragraph associates
this with micro-management of cost control within
departments. He even associates PSAA with appro-
priate maintenance of assets® and argues that
“accrual accounting is required for the final resource
management role of government”. Despite his confi-
dence, the literature does not provide evidence of
this linkage and so such claims must be subject to
empirical test. Without such a test, these claims
should be seen as only normative assertions that
might have more in common with wishful thinking
than with reality. The claims seem contrary to the
established dichotomy between external and inter-
nal accounting based on the differing needs and
available data sets of external stakeholders and
internal managers. Internal managers should always
have detailed, confidential and timely information
that will not be available to external stakeholders;
thus financial accounting which is designed to meet
external information needs cannot be expected to
drive improved managerial decision-making. In the
GGS sector especially, this will be heightened
because of the increased importance of non-finan-
cial information in the absence of a profit-maximis-
ing objective (Walker 2002).

While the above discussion has focused on what
the literature says with respect to Barton’s assertion
of PSAA's superiority, it should not detract from his
contribution in demonstrating the further inadequa-
cies of the AAS version of PSAA compared with a
GFS version. In his mind this is the major issue and
so the paper makes a valuable contribution to the

debate about what form of accrual accounting might
better suit the public sector. Indeed, Barton’s view
seems to be based on the conclusion that a reversion
to cash accounting will not happen and this has
support elsewhere (eg, Carlin 2005). This might
represent a new direction for the academic contribu-
tions to PSAA. The other strength of Barton’s paper
is the cogent mapping of government responsibili-
ties to the consequential need for cash accounting
information. However, Barton’s argument suffers
from an insufficient distinction between account-
ability and management purposes of accounting
information. This is the same problem noted regard-
ing the early advocacies of PSAA. The lack of a clear
focus on either of these purposes confounds the
PSAA discussion and leads to troubling comments
(for example, relating annual cashflow statements
to day-to-day cash management). Predominantly,
Barton’s concern seems to be on accountability
issues and this seems appropriate since, in the com-
monwealth government GGS context, both AAS and
GFS systems have not been applied at a departmen-
tal level where the managerial accounting purpose
is most substantial. Regardless, the literature
reviewed here does not provide evidence that the
expected “trickle down” from improved external
reporting® to improved managerial decision-making
has eventuated and some contrary evidence is
emerging (Carlin 2004). This linkage has not been
confirmed or refuted and so it clearly resides in the
category of what we are not sure about regarding
PSAA.

CONCLUSION

The prime concern of this paper is to draw attention
to the unsatisfactory situation facing public-sector
practitioners and academics with respect to PSAA.
It is clearly unsatisfactory that 130 contributions to
the PSAA discussion leave us knowing so little about
the managerial impact of PSAA when so much was
promised by its advocates. This is not a criticism of
individual contributions since they have not in
general been able (because of the relative newness
of PSAA) to determine the managerial impact of
PSAA. Some were interested in accountability, cau-
sality, implementation, or association with other
public-sector change, but none has empirically dwelt
on the managerial impact of PSAA.” Thus we do
know some things about PSAA: it has been expen-
sive, non-trivial and confusing, closely intercon-
nected with other reforms, and controversial — with

" ¥fsirited advocacy on both sides of the argument.

However, importantly, we do not know if it has had an
impact on managers’ decisions.

Although the literature search at the core of this
paper did not reveal an in-depth analysis of the man-
agerial impact of adopting accrual accounting within
a specific GGS organisation, there is cause for
concern about PSAA as revealed by some of the
broader system-wide studies by Carlin (2004, 2005),
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Newberry (2002b), Newberry and Pallot (2004 and
2005) and Pilcher (2000). These studies use various
research approaches and they demonstrate impacts
of accrual accounting or specific accrual techniques
such as depreciation that were not predicted at the
time of its advocacy. Such impacts include consist-
ent and systematic breakage of the information per-
formance bridge expected between reporting and
improved performance, an obfuscation of parliamen-
tary funding controls, confusion over performance
reporting in accrual terms, and an absence of change
despite the introduction of PSAA. In addition to
these concerns, and as shown in Table 1 and Figure
2, the clear growth in contributions that are not in
support of PSAA demonstrates a need for both aca-
demic and practitioner communities to examine
what has changed as a result of PSAA at an organi-
sational level.

There is an important message here to academic
researchers: it is time to pin down finally whether
the PSAA revolution has produced a change in man-
agerial decision-making at a departmental level
within the GGS. Humphrey (2005) illustrates this
point with health and university sector examples.
There is clearly also a role for practitioners; their
involvement in delivering the PSAA change has
been paramount yet they have been less vocal since
the various implementations have come into effect.
What is urgently needed is detailed empirical study
at an organisational level to reveal what PSAA has
changed within GGS organisations. It is unlikely
that survey-based research will be successful in this
task; instead, there is a need for qualitatively rich
case studies. Such case studies will also need to
cover collectively a number of jurisdictions before a
reliable picture will emerge. Until this call to action
is met, what we do know about PSAA will be greatly
dwarfed by what we might know — but simply aren’t
sure about.

Mark Christensen is in the Faculty of Business, Southern
Cross University. While this paper reflects the opinions
of its author, the assistance of Professor Lee Parker,
University of Adelaide, and the helpful comments of the
anonymous reviewers are gratefully acknowledged.

NOTES

1 Asindication of the ongoing cost of public-sector
accrual accounting, Ellwood and Wynne (2005,
p. 162) cite the increased number of qualified
accountants employed by the UK central gov-
ernment, from 600 in 1989 to 2,200 in 2003.

2 The Australia-NZ bias in the literature arises
from the longer timeframe of discussion devoted
to accrual accounting in these jurisdictions.
There is also a bias towards NSW in the selected
literature, since that jurisdiction was an early
adopter of PSAA in the Australian context. The
biases in the literature selection are also sympa-
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thetic to the readership of Australian Accounting
Review. _

3 For example, it does not include Australian
Accounting Standards nor does it represent an
exhaustive coverage of conference publications
(academic or non-refereed) on the subject.

4 It is not the objective here to explain these
changes. The literature on professional change
might be useful in dealing with the interesting
question of why this pattern of change in the
public sector accrual accounting literature is
apparent. For example, early in the literature
when practitioners dominated and academics
appear to have been relatively quiet would be
contrasted with the latter stage, when the
practitioners appear to have moved on to other
issues whilst academics are catching up with
post-implementation issues and critiques of the
worth of the change.

5 This was an argument presented in the 1980s in
NSW yet it can only be considered as ironic in
recent years, as inadequate accounting records
have been blamed by recent NSW governments
for maintenance problems in the NSW railway
system — despite some 13 years of PSAA
operation.

6 Although whether PSAA can improve external
reporting is clearly contested in the literature.

7 It may be argued by some that performance
audits that have commented on accrual
accounting implementation may come close to
empiricalassessmentsofitsimpact on managers.
However such audits do not equate to blind
refereed publications since their official nature
places them in a special category and thus are
excluded in this discussion.
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