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Abstract
Reformation of accounting plays an important role and dominant in the implementation and
success of practices and other NPM (New Public Management) techniques in public sector
organizations. Without adequate and successful implementation, the new accounting system
could not provide accurate and relevant information. This study aimed to examine the influence
of culture (with dimensions according to Hofstede, 1980) on the implementation of accrual
accounting in the preparation phase. The study was conducted at local Government in the
region of West Java and Banten Province, Indonesia. The test results showed that the culture
through the dimensions of power distance, uncertainty avoidance, masculinity/femininity had an
effect on the implementation of accrual accounting.
Keywords: New Public Management, Culture, Power Distance, Uncertainty Avoidance,
Masculinity/Femininity, Accrual Accounting

INTRODUCTION
The reformation of government accounting is often the first step of government reformation and
is regarded as an essential condition or prerequisite for the success of other government
reformation under New Public Management (NPM) transformation, such as organizational and
managerial reform (Christiaens, et al., 2001; 2003). Effective and successful implementation of
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accounting reformation plays an important role and dominant in the implementation and success
of practices and other NPM techniques in public sector organizations. Without proper
implementation and success, all the benefits, objectives and expectations of reform will be lost
due to the fact that the new accounting system will not be able to provide managerial and
financial information that is relevant and accurate for the backup (Christiaens and Van
Peteghem, 2003).
Adoption of NPM in Indonesia in the field of State financial reform began with the
enactment of legislation in finance State (Law No. 17 (2003) on State Finance, Law No. 1
(2004) on State Treasury and Law No. 15 (2004) on Management and State Financial
Responsibility). One of the provisions of Law No. 17 (2003) on State Finance requires the
Governmental Accounting Standards as the basis of preparation of financial reports for
government agencies. In one of the explanations on the Law of the State Treasury noted that
Governmental Accounting Standards is set in a government regulation No 71 (2010). One of the
main features of these changes is the use of the cash basis of accounting into accrual basis.
Simply put, cash-based accounting recognizes and records the transaction in the event of cash
receipts and spends and not recording assets and liabilities, while the accrual basis of
accounting recognizes and records the transaction at the time of the transaction (both cash and
non-cash) and records assets and liabilities. Law No. 17 (2003) on State Finance requires the
government to implement accrual-based accounting system no later than 5 years since the
publication of the Act. Then as the implementation guidance, the Government Regulation No. 24
(2005) was published regarding the Government Accounting Standards, but until the time limit
set, the government has not managed to implement the new accounting system, until the issue
of Government Regulation No. 71 (2010) concerning Governmental Accounting Standards to
replace Government Regulation No 24 (2005). In the Government Regulation No 71 (2010), the
deadline for the implementation of accrual accounting system postponed until 2014.
According Martowardojo (2012), the implementation of accrual accounting should be
done carefully with proper preparation and related structured with rules, systems, human
resources, and commitment of the entire leadership of K/L, the adoption of accrual accounting in
the first years of implementation does not significantly reduce the quality of the financial
statements. The implementation of accrual accounting should be viewed as an important
opportunity to improve the quality of information (Claudia & Carla, 2013).
According to Jan Hoesada (2010), the implementation of accrual accounting in the
Indonesian government cannot easily be implemented as in the private sector. There are
several challenges faced by the government to implement such a system, including the
availability of accounting systems and information technology systems, the commitment and
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political support from leaders and decision-makers in government, provide the Human
Resources

(HR)

that

are

competent

and

professional

in

financial

management,

environment/society must also appreciate and support the successful implementation of
government accounting, the support from auditors, the availability of accrual-based budgeting
system, the internal party resistance to change towards accrual-based accounting system.
According to Halim (2012), said that the difficulties of implementing accrual based
budget in the government are related to two reasons, namely the accrual based budget is
believed to be a risk in the budgeting discipline and there is resistance from the legislature to
adopt accrual based budget. According to Budi Mulayana (2009), the application of accrual is
only used for financial reporting and not to the budget; the weakness is it’s not going to solve
the problem seriously/comprehensively. If the financial statements resulting from different
bases, then the risk is as if only an accounting exercise alone. According to Director General of
Regional Finance; Yuswandi A. Temenggung (2014), the application of accrual basis in the area
will be quite complex. It is conceivable; there are currently 491 provincials and districts/cities in
Indonesia. With all the diversity that exists, would be more difficult to practice, some things that
become obstacles to the adoption of accrual-based the Government Accounting Standards in
the area, namely the availability of Human Resources (HR) and Organizational Working
Procedure Structure of Work Unit and Regional Financial Management Official.
The application of accrual-based accounting system is an ongoing and integrated
process. The impact resulting from the adoption of this system cannot be seen in a short time.
An understanding of the factors that influence the success or failure in the introduction of a new
accounting system, particularly in the context of the government is important. The success or
failure of the implementation of accrual accounting in government cannot be separated from the
role of the labor force and the influence of factors that exist in the work force, ranging from
human resources factors such as the level of education of staff, training provided, and
educational background of leadership, a factor such organizational quality and support
information technology consultants, and other situational factors such as experience working
unit, in running the cash basis to the accrual and the size of the labor force.
Formulation of the Research Problem
Based on the background described above, in general the problem that can be formulated is
how the implementation of accrual accounting in local government by considering culture. The
study emphasis is more on how the cultural dimensions play a role in the implementation of
accrual-based accountancy. Therefore, a problem that can be defined is how the cultural
dimensions can affect the implementation of accrual accounting.
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Research Purpose
The purpose of this study is to determine that the cultural dimensions affect the implementation
of accrual accounting is running successfully. Specifically, this study aims to design a cultural
dimension may affect the implementation of accrual accounting in local government.

FRAMEWORK
In practice, the implementation of accrual-based accounting system in the public sector does
not always go easy, because one reason is the different environmental characteristics of public
sector compare to the business sector which in practice is always very familiar with the system.
Applying accrual accounting cannot be seen as a technical exercise accounting, it needs to
involve a change of culture. According to Hofstede (1980), association of accounting values,
based on relationships to Hofstede's cultural dimensions is founded on the argument that
culture influences accounting. Basically, accounting values will affect the accounting system;
therefore cultural factors directly influence the development of accounting and financial reporting
system at a State level (Doupnik & Tsakumis, 2004).
Accounting

practices

include

the

preparation

of

financial

statements,

detect

misstatements, and other accounting activities will look the same in the whole world, because it
follow the same or similar standards. However, these practices may contain some differences
that are influenced by cultural dimensions (Zarzeski, 1996) provide in-depth observation of how
different accounting practices originating between cultures. Accounting standards, accounting
written rules which are formed by the practice of accounting, accounting implicit rules,
performed in a particular culture. The rules are different because of how business relationships
are developing in various cultures. Business relationship is different because of the environment
or culture in which relationships are formed, including external factors such as different legal,
economic and political climate of the country. According to Askary, Pounder, and Hassan
(2008.145) accounting is shaped by the environment in which it operates. Many factors such as
values, religion and politics make up these environments making accounting and its practices
differ in as many ways as there are cultures.
According to Torres (2004), Meyer and Hammerschmid (2010), the culture plays a role
toward how to implement NPM. Culture helps to explain, understand and even explain the
typology of public management (Hood, 1998). According to Hofstede (1990), the national culture
represents a country, with heterogeneity in terms of employment, occupation and level of
education. This heterogeneity could encourage the successful implementation of the adoption of
an accounting option. Cultural differences are factors that affect the accounting system of the
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cultural dimension can build relationships between cultures with accounting values (Gray,
1988). Based on these descriptions, the hypotheses of this study are as follows:
1. Power distance affects the implementation of accrual accounting
2. Uncertainty avoidance affects the implementation of accrual accounting
3. Masculinity/femininity affects the implementation of accrual accounting
4. Collectivism/Individualism affects the implementation of accrual accounting
RESEARCH METHODOLOGY
The study
Local government in Indonesia must implement accrual accounting in 2015, therefore this
research examines the early stages of development based on accrual accounting
implementation with Ouda model (2010). For this, a descriptive research design was adopted.
The data
This study uses primary data in the form of a questionnaire distributed to 100 accounting staff
consist 32 district/cities in local government of West Java and Banten Province. Data
processing was performed by using Partial Least Square (PLS) with software SmartPLS 2.0.
Model fit test was conducted to test whether the hypothesized model can present the results of
research well.
Analysis and Findings
Validity and Reliability
Value of outer construct models or correlations between variables were initially not meet
convergent validity because there were quite a lot of indicators that had a value below the
loading factor of 0.60. Modification of the model was done by issuing the indicators that had a
value below the loading factor of 0.60. Based on 14 indicators of culture in the test, 11 were
declared valid and 3 invalid. As for the implementation of accrual accounting of the 21 indicators
tested, 16 declared valid and 5 invalid.
Further examination of the convergent validity was the construct reliability by looking at
the output of composite reliability or Cronbach's alpha. Criteria said to be quite reliable if the
value of the composite reliability or Cronbach's alpha greater than or equal to 0.3 but it is better
if above 0.7. Evaluation of the discriminant validity was done in two stages, namely see the
value of cross loadings and comparing the value of the square correlation between the construct
values with AVE or construct correlation with root AVE. Criteria in cross loadings was that each
indicator that measures the construct had to correlate higher than the other construct
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Correlation indicators to power distance construct were 0,867740; 0.736561; 0.913564;
0.330134; and 0.439844. The indicator correlation value is higher than the other construct.
Similarly, the indicators of uncertainty avoidance, masculinity/ femininity, collectivism/
individualism and implementation of accrual accounting were higher correlated with their
construct. Based on the results of cross-loading table, each indicator correlated higher its
construct than with other construct, so that can be said it have good discriminant validity.
Testing inner models or structural models was made to see the relationship between the
constructs, the significance value and R-square of the research model. Structural model was
evaluated using the R-square, for the dependent construct using the t test and the significance
of the path coefficients structural parameters.
In assessing the model with PLS begins by seeing the R-square for each dependent
latent variables. In principle, this study uses one variable that is influenced by other variables,
namely the implementation of accrual accounting variables that influenced the variable power
distance, uncertainty avoidance, masculinity/femininity and collectivism/individualism. R-square
value for the variable implementation of accrual accounting obtained by 0.607832, or 60.6%.
ANALYSIS AND FINDINGS
Hypothesis Test
The first hypothesis testing result shows that the influences of power distance on the
Implementation of Accrual Based Accounting (ABA) with the coefficient path of 0.243 with a t
value of 4.290. This value is greater than t table (1,960). This result means that the power
distance has a positive and significant impact on the implementation of Accrual Based
Accounting.

Table 1. Hypothesis Test Results
Hypotheses

Coefficient Path

T. Statistik

Conclusion

Power Distance →
Implementation of Accrual
Based Accounting
Uncertainty avoidance →
Implementation of Accrual
Based Accounting
Masculinity →
Implementation of Accrual
Based Accounting
Collectivism →
Implementation of Accrual
Based Accounting

0,243

4,290

Has positive and
significant effect

0,225

3,576

Has positive and
significant effect

0,550

9,110,

Has positive and
significant effect

-0,002

0,030998

Has negative and
insignificant effect
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This dimension relates to social inequality, including relationship with authority. This refers to
the evaluation of the unbalanced distribution of power in institutions (Licht, Goldschmidt,
Schwartz, 2001). Power distance in the Local Government in West Java and Banten shows
relatively low. District and City government in West Java and Banten Province almost have a
balanced power and no social inequality, so this allow early stages of implementation goes well
marked with change management, bureaucratic support in the form of policy changes on the
financial management area.
The second hypothesis testing result shows that the effect of uncertainty avoidance on
the Implementation of Accrual Based Accounting (ABA) with the coefficient value of 0,225 with t
value of 3.576. The value is greater than t table (1,960). This result means that uncertainty
avoidance has a positive and significant impact on the implementation of Accrual Based
Accounting. This dimension refers to the uncertainty and ambiguity. High Uncertainty Avoidance
emphasizes beliefs, rules, and institutions that provide certainty and suitability (Licht,
Goldschmidt, Schwartz, 2001). District/City Government of West Java and Banten province in
conditions more emphasis on rules for creating certainty and suitability. This affects the early
stages of implementation of accrual accounting. Local government policy changes by creating
local regulation or legislation to support the implementation. Besides this also for the sake of
certainty and suitability of Local Government in cooperation with academic and consultant and
consistently perform budgeting for the implementation of accrual accounting program, perform
financial information systems development stage area.
The third hypothesis testing result shows that the influence of masculinity on the
Implementation of Accrual Based Accounting (ABA) with the coefficient path of 0.550 with t
value of 9.110. This value is greater than t table (1,960). This result means that masculinity has
a positive and significant effect on the Implementation of Accrual Based Accounting. This
dimension relates to the social implications of gender. High masculinity shows appreciation of
achievement, heroism, assertiveness and material success, while the opposite Femininity
emphasize relationships, modesty, caring for the weak, and interpersonal harmony (Licht,
Goldschmidt, Schwartz, 2001). District/City Government in West Java and Banten emphasis on
the achievement of the values of heroic and decisive. This condition creates a support in the
implementation of accrual accounting; the initial stage is to improve the communication strategy
through discussion and dissemination rules of Regulation No. 71 (2010).
The fourth hypothesis testing result shows that the influence of collectivism on the
Implementation of Accrual Based Accounting (ABA) with the coefficient path of -0.002 and a t
value of 0.030998. This value is smaller than t table (1,960). This result means that collectivism
have a negative and insignificant effect on the Implementation of Accrual Based Accounting.
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This dimension concerns the relationship between individuals and groups. It refers to the
preference for loose social relations in which the individual is expected to take care of just for
themselves and their families than the close knit relationship where one can expect greater in
the group (eg, family, clan) to keep them in exchange for loyalty not doubt (Licht, Goldschmidt,
Schwartz, 2001). Local government in district/city in the province of West Java and Banten in
condition collectivism sufficient, meaning the needs that are important to employees' is to
establish a close relationship amicably coworkers. This condition is an obstacle in the
implementation phase. Improved skills of individuals in carrying out the implementation has no
special attention, other than that there is no support for individuals to receive certification in the
field of government accounting that shows competence in the field of government accounting.

CONCLUSION
Culture is a representation of a country, where the existing heterogeneity could affect the
selected accounting practices. Accountancy implementation of accrual is a new system in the
Regional Government in global, therefore the culture inherent in the region will affect the
implementation of accrual-based Accountancy. Cultural conditions in the region of West Java
and banten government tend to have considerable power distance, high uncertainty avoidance;
more masculine and collective influence the early stages of implementation of accrual
accounting. It is marked by a change of management and bureaucratic support in the form of
policy changes on the financial management area, improved communications strategy,
cooperation in academics and consultants as well as efforts to resolve accounting issues that
occur during this time. In addition there are things that need to be improved, namely an increase
in the skill of the local governments and the still not effective support of international institutions.

REFERENCES
Askary, S., Pounder, J., & Hassan, Y. (2008). Influence of culture on accounting uniformity among Arabic
nations. Education, Business and Society: Contemporary Middle Eastern Issues, 1(2) : 145-154
Barzelay, M. (1992).Breaking through bureaucracy: a new vision for managing in government.Berkeley:
University of California Press.
Beng Wee Goh, Dan Li. 2011. Internal Controls and Conditional Conservatism. The Accounting eviewVol.
86, No. 3: 975–1005
Binsar H. Simanjuntak. 2010.Penerapan Akuntansi Berbasis Akrual di Sektor Pemerintahan Indonesia.
Kongres XI Ikaan akuntansi Indonesia, Jakarta,
Bjornenak, T., 1997. Diffusion and accounting: the case of ABC in Norway.Management Accounting
Research. 8, 3: 3-14.
Brusca, Alijarde, I. 1997.The Usefulness of Financial Reporting in Spanish Local Governmen. Financial
Accountibility & Management, 13, 1 : 17-34.

Licensed under Creative Common

Page 179

© Ifa & Sri
Beuselinck, C.,& Manigart, S. (2007). Financial Reporting Quality in Private Equity Backed Companies:
The Impact of Ownership Concentration. Small Business Economics, 29 : 261-274
Colquit, Jason A., Lepine, Jeffery A., Wesson,Michael J. 2011. Organizational behavior: Improving
Performance and Commitment in the Workplace. NewYork: McGraw Hill/Irwin. InternationalEdition
Carlin, T., and Guthrie, J. 2003. Accrual Output Based Budgeting Systems in Australia: The Rhetoricreality Gap. Public Management Review, 5, 2 : 145-62.
Christiaens, J. 2001. Converging New Public Management Reforms and Diverging Accounting Practices
in Flemish Local Governments. Financial Accountability &Management, 17, 2 : 153-70.
Christiaens, J., and Vanpeteghem, V. 2003. Governmental Accounting Reform: Evolution of the
Implementation in Flemish Municipalities. Financial Accountability & Management, 23,4 : 375-399.
Christensen, Mark. 2007. What We Might Know (But Aren’t Sure) About Public- Sector Accrual
Accounting. Australian Accounting Review, 17 (1)
Cynthia P., Cudia. 2008. Factors that influence small and medium enterprises in Metro Manila to choose
between accrual and cash accounting. Journal of International Business Research Publisher, Volume : 7
source Issue : 1
Cohen, S., Kaimenaki E. ,and Zorgios, Y. 2007. Assessing IT as a Key Success Factor for Accrual
Accounting Implementation in Greek Municipalities. Financial Accountability and Management, 23, 1 :
91-111.
Cohen, S., Kaimenaki E. and Zorgios, Y. 2007. How Different are Accrual Accounting Financial
Measures Compared to Cash Accounting ones? Evidence from Greek Municipalities’. 6th Annual
Conference of the Hellenic Accounting and Finance Association,Patra. December14-15
David R. Borker. 2012.Accounting, Culture And Emerging Economies: IFRS In Central And Eastern
Europe. International Business & Economics Research Journal ,Volume 11, Number 9
Doupnik, T. S., Tsakumis, G. T. 2004.A Critical Review of the Tests of Gray’s Theory of Cultural
Relevance and Suggestions for Future Research. Journal of Accounting Literature, Vol. 23:1-30.
Gray, S.J. 1988. Towards a Theory of Cultural Influence on the Development of Accounting Systems
Internationally. Abacus, 24(1) : 1-15.
Guthrie, J. 1998, Application of Accrual Accounting in the Australian Public Sector – Rhetoric or Reality?.
Financial Accountability & Management, 14, 1 : 1–19.
Hofstede, Geert. 1997. Culture and Organizational Softwere of the Mind. New York: Mc.Graw Hill
------------. 2001. Culture Consequencies: Comparing Values, Behavior, Institution, and Organization
Across nasion (Second Edition). London: Sage Publication.
-----------, and Associates. 1998. Masculinity and Femininity: The Tabu Dimension of National Cultures.
London: Sage Publication.
Hofstede, Geert, et all. 1990. Measuring Organizational Cultures : Qualitative and Quamtitative Study
Across Twenty Cases. Administrative Science Quarterly, vol 35, No. 25 : 286-316
Hossein Mohammad Pour Zarandia, Esmaeel Ghafarib, Mahbobeh Arab and Seyed MohsenTabatabaei
Mozdabadid. 2012Accrual-. based accounting system versus cash-based accounting: An empirical study
in municipality organization. Management Science Letters 3: 251–256
Hood, C. 1991. A Public Management for All Seasons. Public Administration. Vol. 69: 3-19.
Hood, C. 1995. The New Public Management in the 1980s: Variations on the Theme.
Organizations and Society, 20, 2 & 3 : 93–109.

Accounting

James, Robert M. (1950). Three Major Concepts in Governmental Accounting Theory. The Accounting
Review. 25 (3) : 307-314.

Licensed under Creative Common

Page 180

International Journal of Economics, Commerce and Management, United Kingdom

Licht, Amir N., Chanan Goldschmidt, and Shalom H. Schwartz. 2001. Culture, Law and Finance : Cultural
Dimensions of Corporate Governance Laws. the annual meeting of the European Association for Law
and Economics
Khan, Abdul and Stephen Mayes. 2009.Transition to Accrual Accounting: Technical Notes and manual,
International Monetary Fund
Kimberly, J.R. 1976. Organizational size and the structuralist perspective: a review, critique, and
proposal. Administrative Science. Q. 21: 571–597.
Kimberly, J.R.
1986. The organizational context of technological innovation. In: Technological
Innovation,Jossey-Bass, San Francisco
Marrakchi S., Chtourou. 2001. Corporate Governance and Earning Management. Social Science
Research Network (SSRN). Melalui http://paper.ssrn.com/abstract=275053
Mardiasmo. 2002. Akuntansi Sektor Publik. Penerbit Andi. Yogyakarta
Mardiasmo. 2006. Perwujudan Transparansi dan Akuntabilitas Publik melalui Akuntansi Sektor Publik :
Suatu Sarana Good Governance. Jurnal Akuntansi Pemerintahan. Vol 2. No.1 : 1-17
Meredith Young. 2013. Cultural Influences on Accounting and Its Practices.thesis, Liberty University
Ouda, Hasan A. G. (2001). Accrual Accounting in the Government SectorBackground, Concepts, Benefits
and Costsin The Public Sector (Ed.). Public Fund Digest, 4 (1),78-99
------------. (2003). Basic Requirement Model for Successful Implementation of Accrual Accounting in The
Public Sector (Ed.). Public Fund Digest, 3 (2), 52 – 73
------------. (2004). Basic Requirements Model For Successful Implementation Of Accrual Accounting In
The Public Sector (Ed.). Public Fund Digest, 4 (1), 78 – 99
------------ (2010), A Prescriptive Model of the Transition to Accrual Accounting in Central Government,
International Journal of Governmenttal Financial Management Vol. X, No 1, 2010. p. 63-94
Pollitt, C., 2002, ‘The New Public Management in International Perspective; an Analysis of Impacts and
Effects’, in K. Mc Laughlin, S.T. Osborne and Ferlie, E. (eds.), New public management, The current
trends and future prospects (Routledge), pp. 274-92
Simanjuntak,
Binsar.
2005.
Menyongsong
Indonesia.JurnalAkuntansiPemerintah, Vol. 1, No. 1

Era

BaruAkuntansiPemerintahan

di

Stamatiadis, F., Eriotis, N., And Vasiliou, D. 2009.Assessing Accrual Accounting Reform in Greek Public
Hospitals: An Empirical Investigation.International Journal of Economic Science and Applied Research, 4,
1 : 153-184.
Triandis, H.C. 1982. Review of Culture’s Consequences. Human Organization, 41; 86-90

Licensed under Creative Common

Page 181

