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Abstract

Purpose: This qualitative study mainly aims to examine the awareness of 
budget preparers on accrual-based budgeting in the Malaysian Public sector 
and their perception of its challenges. Specifically, the objectives of this 
paper are twofold. Firstly, to provide a critical review of the literature on the 
accrual-based budgeting. Secondly, to examine the awareness of budget 
preparers of the key concepts of accrual-based budgeting and its challenges 
to successfully implement accrual-based budgeting in Malaysia.

Design/Methodology/Approach: This study employs face-to-face and semi-
structured interviews conducted with six (6) budget preparers who have been 
carefully identified and selected within the public sector in Malaysia.

Findings: Our results indicate that there is a high level of awareness of 
accrual-based budgeting among budget preparers, but this is not the case 
with other employees who do not have hands-on practice in accounting. Our 
findings also reveal that knowledge and understanding, upper management 
enforcement and aggressive promotion is important in determining awareness 
of accrual budgeting. A further examination of implementation challenges 
reveals that understanding, cost increment, resistance to change, information 
and training are the main concerns in implementing accrual-based budgeting. 
Our results are very similar to studies in other countries.

This article is part of a research on Modelling Budget Preparers’ Awareness on Accrual-Based Budgeting in the 
Malaysian Public Sector, supported by the Accountant General’s Department of Malaysia through Geran 
Penyelidikan Perakaunan dan Kewangan Sektor Awam Bil. 1 Tahun 2021 (JANM.IPNCPD.100-3/3/2 Jld. 2(6)).
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Practical Implications: This study sheds light on awareness of the concept 
of accrual-based budgeting among budget preparers in the Malaysian public 
sector and has certain implications pertaining to policy-making.

Originality/Value: Our study is among the first to provide an in-depth analysis 
of accrual-based budgeting in the Malaysian setting. The findings of this study 
are expected to provide information to regulators and standard setters on the 
awareness and the implementation issue of accrual-based budgeting.
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1.0 Introduction

A public sector reform trend in Malaysia has brought to light the necessity for the government 
to adopt aspects of accrual accounting as the basis of its budgeting and reporting. There is no 
evidence to indicate that this trend is reversing. Similar to other governments, the Malaysia 
government also plans to move from cash accounting towards accrual accounting in their 
budgeting reporting. Proponents of accrual accounting argue that accrual-based budgeting 
(at the national level) provides better information and increases government accountability. 
On the other hand, at the organisation level accrual-based financial statements provide 
better measures of organisational efficiency and effectiveness. At the same time, opponents 
contend that implementation and operation are expensive and more complex to understand. 
Lessons regarding the implementation of accrual accounting have been identified from the 
experience of developed countries (Athukorala & Reid, 2003). Despite the noticeable benefits, 
approximately only a quarter of OECD countries prepare their annual budgets on an accrual 
basis. The vast majority of countries actually prepare accrual financial statements using cash 
appropriations for their budgets (OECD/IFAC, 2017). 

The transition from cash accounting to accrual accounting in public sector organisations 
does not only remain under scrutiny, but is also seen as controversial, particularly in respect 
to public budgeting. For instance, among OECD member countries there appears to be a 
growing consensus concerning the benefits of adopting accrual accounting in the public 
sector, despite the apparent lack of consensus regarding the adoption of accrual budgeting 
(Blondal, 2004). Accordingly, accrual-based budgeting, which would be significantly affected by 
accrual accounting, is also under the review of various agencies or organisations in the public 
sector. The impact of accrual-based budgeting is significant, similar to the impact of accrual 
accounting. Initially, accrual accounting was customised for private enterprises to generate 
income. Revenues and costs are matched to yield timely financial result (profit or loss), which 
may indicate the efficiency of a private entity. Conversely, the government raises tax revenues 
to be spent on public expenditure. This expenditure is not matched to revenue, but must be 
approved by legislation that enables government spending for specific purposes. The aim is 


