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Abstract

Purpose: The purpose of this study to identify and examine the role of 
accrual accounting and information systems in asset management practice in 
the Malaysian public sector. This study is important to enable the government 
take appropriate measures to enhance asset management practice in view of 
its increasingly crucial role in optimising government performance. 

Design/Methodology/Approach: This study identifies and examines in 
detail the role of accrual accounting and information systems in asset 
management practices in the Malaysian public sector by reviewing the 
issues commonly raised in the Auditor-General Reports, particularly on asset 
management. The conceptual aspect consists of an extensive search and 
analysis of secondary sources of information through references and a 
review of academic articles, Auditor-General’s Reports, news in print and 
other media, and publications pertaining to asset management. 

Findings: Previous studies show that accrual accounting and information 
systems have affected asset management practice in the public sector. 
Accrual accounting measures the performance of an organisation by 
recognising economic events that provide more accurate financial 
information, particularly on the organisation’s assets and liabilities. 
Information systems provide substantial growth opportunities for asset 
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management, allowing systematic and timely data collection, processing, 
distribution, and information sharing, which can assist in managing assets 
throughout their life cycle.

Originality/Value: This concept paper provides valuable addition to the 
current knowledge base, particularly on the role of accrual accounting and 
information systems on asset management practice.
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1.0 Introduction

Asset management (AM) is a "joined in" organisation activities to realise value from its 
controlled resource. It is a strategic and integrated process involving various disciplines such 
as engineering, operations, management, and maintenance to gain the greatest benefit in an 
asset’s life cycle and its returns (Amadi-Echendu et al., 2010; Laue et al., 2014). AM requires 
participation from different areas, primarily human activities, to manage individuals who 
control assets and incorporate asset-related policies in the operational and organisational 
frameworks, particularly asset maintenance (Nel & Jooste, 2016). The importance of AM 
has been discussed, developed, and taken into account for several decades. AM is not 
considered a new discipline, but it is constantly evolving (Amadi-Echendu et al., 2010; Wijnia, 
2016).

However, various Auditor-General’s Reports (from 2014 to 2019) have revealed the 
dismal fact that most government agencies are unable to manage their assets efficiently. 
Wastefulness, extravagance, and mismanagement have been detected, indicating that 
public money has not been spent wisely. Over the years, their AM performance has ranked 
the lowest compared to other financial management accountability index elements. The 
issues concerning their weak AM performance have also been raised repeatedly by the 
Auditors-General indicating the seriousness of the problem. However, improving AM 
practice is a complex process influenced by several factors in accounting practice 
(Leviäkangas et al., 2019; Syed Ali et al., 2019) and information systems (Al Marzooqi et al., 
2019).

Given that AM is the process of managing an organisation’s physical assets and the 
recording (El-Akruti & Dwight, 2013) and reporting of information pertaining to the assets, the 
organisation’s accounting type is vital as it influences how it manages the assets (Biswas 
et al., 2015). Reporting asset information such as historical cost and book value varies 
depending on the type of accounting used. In Malaysia, the government has adopted an 
accrual accounting method starting from 2018 which requires that all assets and liabilities of 
public sector agencies must be accounted for. However, a transitional exemption period of 


