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Abstract

Shifting from cash basis accounting to accrual basis accounting can have several benefits for
public sector organizations in Pakistan. However, it also comes with its set of challenges. The
objectives of this study are to evaluate the benefits, challenges, suitability, and implementation
of shifting from a cash basis to an accrual basis accounting system in public sector organizations
in Pakistan. Currently, most of the state-owned organizations in Pakistan practice a cash-
based accounting system. However, the world is now switching towards accrual accounting,
and many countries have already initiated the transition. This research study has adopted the
qualitative approach using Interpretivism. Interviews with 14 public sector personnel were
conducted, who are directly related to the accounts, audit, and administrative departments of
their organizations. The case study method was applied. The results suggest that shifting from
cash to accrual basis accounting can bring numerous benefits to public sector organizations
in Pakistan, such as accurate financial reporting, better decision-making, enhanced budgeting
& planning, and improved resource management. However, it requires careful planning,
stakeholder engagement, capacity building, and adequate resources to ensure a successful
transition. Training & development, digitalization, IT upgradation, support of leadership, and
adoption of a systematic change process can also play a significant role. The outcomes of this
study can be useful for governmental institutions and policymakers. The government can also
use this research to reduce the resistance among the users by informing them about the benefits
it offers.
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1. INTRODUCTION:

Cash basis accounting and accrual basis accounting are the two most common
approaches to financial reporting and accounting. When cash is received by an
organization, the transaction must be recorded in the cash accounting system.
The concepts and guidelines that govern accrual accounting are established by
several accounting bodies. Each of these approaches offers several benefits in
addition to some drawbacks. (Bruno & Lapsley, 2018). Public sector organizations
in developing countries worldwide use cash basis accounting. On the other
hand, private-sector organizations and some public-sector entities in developed
countries use accrual accounting. (Faccia et al., 2020). Regarding the recording
of transactions, public organizations have a responsibility to adhere to the rules
that have been established by the financial watchdog or the governmental agency.
This is necessary to facilitate easier comparison and to make things plain for a
variety of stakeholders within the organization, including investors. Organizations
are required to adhere to certain reporting standards known as the International
Financial Reporting Standards (IFRS) and the Generally Accepted Accounting
Principles (GAAP). These standards give a set of guidelines for organizations on
their accounting and financial reporting, and organizations are required to follow
these guidelines. (Gornik-Tomaszewski & Shoaf, 2020).

Some organizations currently follow cash-based accounting systems, which is a
convenient method to record transactions. (Dissanayake et al., 2020). Companies
with more than $25 million in annual sales are required to have accrual accounting
systems. Nevertheless, these prerequisites are not standardized throughout the
countries, and some nations do not impose any limitations on their citizens. (De
Silva Lokuwaduge & De Silva, 2020). GAAP stipulates that organizations operating
in the public sector must adhere to its norms and principles. The cash accounting
method is being replaced by the accrual accounting method in many government
organizations around the world; nevertheless, the employees in these organizations
are often resistant to change. (Dissanayake et al., 2020). Pakistan now needs to shift
to accrual accounting, which is resisted by these organizations advocating certain
benefits of cash accounting (Adepeju, 2017).

Cash-based and accrual-based accounting systems record financial transactions
involving revenues and costs. Cash-based systems recognize revenue when
received, while accrual-based systems recognize it when earned, resulting in
completed performance. Expenses are recorded when payments are made, while
taxes are paid on outstanding amounts. Cash-based systems do not require taxes
on unreceived funds, while accrual-based systems require taxes on outstanding
amounts. (Poljasevi¢ et al., 2019)

Public sector organizations voice opposition to switching to accounting software
due to cost concerns and barriers in overcoming the changing landscape. (Eulner
& Waldbauer, 2018). Many businesses get a larger return on their investment after
switching to accrual accounting. If every business followed the same guidelines,
making the comparison would be simpler and quicker. The financial regulator will
not have to use different protocols for the many businesses it oversees, which would
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simplify the governance of standards. (Dewi et al., 2019).

This study examines the implementation of accrual accounting systems in public
sector organizations through in-depth interviews with accounting and auditing
experts. It analyzes the pros and cons of cash and accrual accounting, compares
criteria, and examines their performance and practicality in various settings.

1 1 Research Objectives:
To evaluate the costs and benefits of cash accounting and accrual accounting
systems.

* To evaluate the performance of both the systems.

» To investigate the implementation of an accrual accounting system for public
sector organizations in Pakistan.

1.2 Research Questions:

* What are the costs and benefits of cash accounting and accrual accounting
systems?

* How do both accounting systems perform?

* How can the accrual accounting system be implemented in public sector
organizations in Pakistan?

2. LITERATURE REVIEW:

Theuse ofaccrual accounting has traditionally been seen as amethod for providing

decision-makers with access to more precise accounting information. Cash
accounting places its primary emphasis not just on cash payments and cash receipts
but also on cash shortages and cash surpluses. On the other hand, the primary
emphasis of accrual accounting is placed on a company’s revenues, costs, gains,
and losses. (Bergmann et al., 2019)scholars have repeatedly criticized the lack of a
consistent and well-defined theoretical basis for international research. So far, most
researchers have drawn from various streams of theoretical perspectives with often
unsatisfactory results. The goal of this paper is to put forward the International
Public Sector Accounting Standards Board’s (IPSASB. Accrual trading has been
recommended as a method for governments to conduct their financial dealings
by members of the accounting profession. The primary justification offered for
the shift is that it would facilitate the establishment of corporate structures inside
government agencies. According to the opinions of accountants, this will provide for
a better degree of transparency and accountability within them. (Azhar et al., 2022)
it reviews relevant literature on the experiences of different levels of governments
worldwide in adopting public sector accrual accounting (PSAA. The shift towards
accrual accounting in public sector companies is not frequent and occurs rarely. The
nature of the extensive reforms could frequently affect the style and speed of the
transition. It provides information that is not accessible with cash accounting on the
status of public resources and the financial performance of the organization. (Bruno
& Lapsley, 2018). When using accrual accounting, governments are required to pay
off their obligations, which may include long-term liabilities such as payments for
employees’ leave and retirement expenses. Additionally, it takes a unique approach
to the treatment of capital expenditures, recalculating the cost of an aircraft to take
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into account its whole term of operation. This method assists governmental entities
in more efficiently managing their finances. (Christofzik, 2019).

Accrual budgeting shifts focus from financial inputs to outcomes and outputs,
recalculating depreciation costs and treating government initiatives as assets
compared to costs in cash accounting. (Nitzl et al., 2020). In the last twenty years,
the countries of New Zealand, Australia, and the European Economic Community
(EEC) have all decided to adopt the accounting standards necessary to compile
financial reports by the International Financial Reporting Standards (IFRS).
(Azhar et al., 2022). The Government Accounting Standards Board (GASB)
in the United States is an independent, non-profit, private organization that is
responsible for modifying and establishing standards for financial reporting for all
levels of government in the United States, including municipal, state, and federal
governments. (Bruno & Lapsley, 2018).

There are significant differences in the accounting standards used in the public
and private sectors. in the US (Bergmann et al., 2019)scholars have repeatedly
criticized the lack of a consistent and well-defined theoretical basis for international
research. So far, most researchers have drawn from various streams of theoretical
perspectives with often unsatisfactory results. The goal of this paper is to put
forward the International Public Sector Accounting Standards Board’s (IPSASB.
In contrast to the IFRS, which is anticipated for profit-making entities, the AASB
and New Zealand’s financial reporting standards are chosen to entrust towards
the development of standards with sector neutrality (Azhar et al., 2022)it reviews
relevant literature on the experiences of different levels of governments worldwide
in adopting public sector accrual accounting (PSAA. The Australian Bureau of
Statistics (AASB)and Government Finance Statistics (GFS) prepare different bottom
lines for different transactions. (Azhar et al., 2022)it reviews relevant literature on
the experiences of different levels of governments worldwide in adopting public
sector accrual accounting (PSAA . It has been argued that accrual accounting is
mostly not equipped to give solutions and may result in the production of confusion
and spurious data. (Bruno & Lapsley, 2018) but accrual accounting has been
successfully implemented in developed countries, but in developing countries, it
has yet to take root. The factors that influence the speed and nature of migration
include the political and government environment and the skills and capability of
organizations and people toward implementing changes. (Saidin & Aswar, 2018)\

Accrual accounting has the requirement for substantial investment in the
management of information systems to support the budgeting requirements and
also improve management practices. (Mbelwa et al., 2019) The accounting system
of the government is at least two decades old, and it is still following outdated cash
accounting. Since the 1990s, there have been widespread demands for an overhaul
of the system by the private sector. Various governments in the last three decades
have pushed for reforms in the accounting system. (Sharma & An, 2018). The
main reason for the difficulty in implementing accrual accounting is that financial
accounting is underestimated in the process of commercialization. The Treasury
Board of Canada has identified key reasons for its implementation in various
government departments, which have changed the accrual accounting system.
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(Ismail et al., 2018). The increasing appeal of accrual accounting and its wide-
ranging effects on the functioning and role of the accounting systems of the public
sector have received little study on its consequences and application to the wider
community. It is even more relevant in developing countries, where the rewards for
change are very small. (Saidin & Aswar, 2018).

Accrual budgeting is also implemented in some countries. It quantifies liabilities
and assets that can be relevant to the overall stance of fiscal sustainability and fiscal
policy. Cash accounting quantifies mainly conventional debt, whereas accrual
accounting quantifies quasi-debt liabilities. (Dissanayake et al., 2020) The "golden
rule" that has been implemented in a few countries might arguably be expressed in
terms of accrual accounting. This golden rule has prohibited borrowing to cater to
the cost of the current services provisioned by the government. Information on the
costs is essential to evaluating the efficiency of government services. (Mbelwa et al.,
2019). While accrual accounting involves identifying, measuring, and perlodlcally
reporting government liabilities and assets, it also requires governments to accept
a more systematic approach to identifying, trackmg, and valuing all liabilities. The
requirement to identify, assess, and report government debts will result in enhanced
transparency that could foster enhanced financial planning (Sharma & An, 2018).
Cash accounting is mainly concerned with the recognizing and recording of cash
payments and receipts. The simple nature of operating cash accounting fails to
provide necessary information related to the transactions of non-cash, liabilities,
and stock of assets. Accrual accounting is an inclusive accounting system that
requires the recording of stocks and flows. (Christofzik, 2019) Cash management
is a vital part of the accrual-based framework of financial management. The duty
of configuring current systems to provide such reporting data and macro-cash
accounting is moderate (Saidin & Aswar, 2018)

Given the conceptual and technological limitations of accrual accounting, there
are preconditions for success. (Ismail et al., 2018). Cash-based accounting is a
vital basis for the movement toward an accrual framework. Countries that do not
have a reliable system of cash-based shall first focus on improving the process and
systems of the existing basis before considering moving to an actual basis. (Azhar
et al., 2022). The intended introduction of accrual accounting is mainly supported
at the upper level by the executives of the companies. The support of the parliament
is vital not only to make certain that the passage of any new financial management
lawmaking but also to endorse the changed evaluation and financial reporting regime
that would follow. (Sharma & An, 2018). The lack of sufficient resources could be a
major obstacle to successfully 1mplement1ng accrual accounting. Consultants might
be used to support in-house resources in developing the framework, procedures, and
associated systems. However, to make sure that transformations are sustainable,
consultants would need to be used largely for capacity building. (Bruno & Lapsley,
2018).In theory, accrual and cash accounting could be implemented with a manual
or electronic system. Implementation of this system will be a key project for the
government. (Mbelwa et al., 2019). The move to accrual accounting is frequently
more supportive than the leading component of wider reforms in the public sector.
Accrual budgeting is related to the enhanced focus on public sector performance
and related to reforms like cost recovery, performance budgeting, and outsourcing.
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(Dissanayake et al., 2020). The U.S. has implemented accrual accounting for
agencies and entities that have to use consolidated reporting, which includes a
budget of the federal government. The developing countries have limited resources
that might affect the overall timeframe of the change. It can take up to ten years for
them to change the accounting system from cash to accruing. (Azhar et al., 2022).

The complexities involved in the valuation and identification of non-financial
assets might be a way to initiate the focus on the financial liabilities and assets.
Many governments already have in place memorandums that have records of
accounts receivables, payables, and liabilities. (Bergmann et al., 2019). State-
owned enterprises, if they are operating on a cash basis, might be targeted in the
first stage of the move toward accrual accounting. The government might initially
prepare consolidated reports for a range of subsectors and then progress towards
completing whole government reports in the final stage. (Azhar et al., 2022).

It can be possible to design diverse implementation ways on the materiality or size
of the entities. When capacity is low, it might be sensible to perform pilot studies
in crucial representative agencies. It might also be useful to put off the transition
of small entities that might not have expertise and resources. (Bruno & Lapsley,
2018).

3. METHODOLOGY:

This study investigates cash accounting and accrual accounting by thoroughly
This study investigates cash accounting and accrual accounting by thoroughly
comprehending and comparing the advantages and disadvantages of both
approaches. This is exploratory research, and its objective is to obtain a deeper
understanding of crucial topics, discover new ideas, and evaluate the examined
phenomenon. (Creswell, 2013). Saunders et al. ( 2007) strongly dovecote to apply
an interpretative approach to qualitative research. The researcher gains a broader
viewpoint by interviewing and observing people. (Thiel, 2014)Interviews and
observations broaden the researcher's perspective. (Saunders et al., 2007). This
study obtained qualitative data utilizing several interviewing techniques. Data
was collected using semi-structured interviews and participant observations. The
data was analyzed thematically. (Boyatizis, 1998; Denzin and Lincoln, 2018). To
study a topic in the public sector, it's important to consult a variety of data sources,
such as organizational reports, newsletters, websites, and other relevant materials.
Therefore, secondary data was also consulted (Saunders et al., 2007; Thiel, 2014).

According to Ghauri, Grenhaug, and Strange (2020), the approaches used in
qualitative research are comprehensive, explorative, contextually rich, and logical.
In this study, a case study analysis that is often utilized in public administration
was carried out. (Gummesson, 1991; Thiel, 2014; Yin, 2013). In Pakistan, there
are numerous public organizations. The collective case method was used because
the main work was different. (Lincoln, 2018; Silverman, 2003). There are several
methods for conducting qualitative research, but for this study, the case study
approach seems to be the most suitable and practical one. (Eisenhardt, 1989; Thiel,
2014; Yin, 2013).Multiple methods of data collecting were used to bolster the case
study, including semi-structured interviews with cops and officials as the primary
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source of data. Methods used included semi-structured interviews, participant
observation, and document analysis. Documentary analyses have several advantages,
including reduced costs and greater validity and dependability because they rely on
secondary data sources rather than primary ones. (Kawulich, 2005; Saunders et al.,
2007; Thiel, 2014; Yin, 2013)Purposive and snowball sampling were used to select
interviews. Purposeful sampling was used to find experts on the research issue.
Snowball sampling was used to discover people with change process experiences.
(Creswell 2013; Saunders, Lewis, and Thornhill 2007 Easterby 2015 ). Thematic
analysis was employed in the study. (Braun & Clarke, 2021; Lochmiller, 2021). In
addition to developing acceptable codes and themes and reviewing and analyzing
trends both within and between themes, the researcher built an adequate structure
for qualitative analysis while using template analysis. (Brooks et al., 2015; King,
2004). The first set of codes was then categorized and arranged. The development
of themes and sub-themes was also aided by this. (Boyatzis, 1998; Brooks & King,
2014; Johnson, 2019)

According to Marshall et al. (2013), Twelve respondents may be an adequate amount
for a qualitative research sample to reach data saturation. Personal interviews with
14 government officials and officers were conducted for this study. The interviewees
were given a topic framework but were encouraged to speak according to their
perspectives as well.

4. FINDINGS:
4.1 Merits of Cash Accounting:

Cash accounting is widely used by public sector organizations all around the world
and is one of the major accounting practices adopted throughout the globe. The
interviewees suggested several reasons for the adoption and continuation of cash
accounting. “One of the major reasons for the adoption of cash accounting is easy
to handle transactions,” which was supported by almost all the respondents. Cash
accounting is not only easy to implement, but also, it is the easiest accounting
method to learn, use, and maintain, and it is the most cost-efficient of all the
other available options. One of the respondents said that “cash accounting is the
simplest method of all as it takes the least time in managing the accounts as it
does not require one to go into the details of the accounting.” Another respondent
included that “cash accounting only records the cash ins and outs, which provides
it with better information about the cash present within the institute.” One of the
interviewees informed us that “the timing of a transaction can have a huge impact
on the profitability and financial performance of the firm. Cash accounting allows
the subjective judgment of several transactions, which is not allowed in accrual
accounting. “
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4.2 Demerits of Cash Accounting:

One of the significant issues highlighted by 10 out of 14 respondents is that “the
information provided by the cash accounting is insufficient for stakeholders of
the public sector organization including shareholders and investors. The cash
accounting records mainly the cash in and out, which is insufficient information
as the investors require much more information to make any decision. The
respondents highlighted that cash accounting deals mainly with the current cash
position of the company and ignore all the other factors, which include information
about debtors, creditors, and others, which is necessary information not only for
decision-making but also for measuring performance. Cash accounting is different
than accrual accounting which makes it difficult to make a comparison between
the two. The financial performance in reports is very different in both cash and
accrual accounting because of their recording nature, even if the performance has
been the same for both companies. Three respondents highlighted that “difficulties
are faced in tracing the revenues or expenses. This means that the cash accounting
does not help in tracing the due expenses or the upcoming revenues which are to
be received by the public sector entity”. Another substantial issue was highlighted
by some respondents “Cash accounting does not provide the inventory tracking
readily and takes more time in tracing the inventory than the time taken during
accrual accounting moreover, the partial payments and uncollectable amounts are
also difficult to trace in the cash accounting which is a major issue in the cash
accounting.”

4.3 Benefits of Accrual Accounting:

Three respondents mentioned that “the accrual accounting systems can allow
public entities to know about the upcoming expenses along with the revenues,
which provides a better financial forecasted picture of the entity and also prepares
the organization to meet certain expenses with the coming resources.” Another
benefit of the accrual accounting system was highlighted by 4 of the respondents
“the accrual accounting provides the comparability within the financial statements
and the performance of the company which is very difficult to obtain in cash
accounting. The respondents suggested that if all the organizations followed the
accrual accounting system, the comparability would be easier, and also, this could
help the government to further help other departments grow through the successful
policies implemented. Currently, the performance is not properly evaluated.”

One of the interviewees stated that the * accrual accounting system relies on the
upcoming events, which also includes the management of debtors and creditors.
For public sector organizations, debt and liabilities management is one of the major
concerns which can be managed through accrual accounting. “ The two respondents
of public sector universities disclosed that “due to cash accounting, the universities
are unable to know about the expenses to be incurred in the coming semester
and the revenues to be received through nominal tuition fees. The government’s
budget is fixed every year, and the institutions wait for the budget to be released as
the upcoming expenses cannot be paid without the help of the government’s aid.
Accrual accounting is the solution as this allows long-term planning with a future
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approach to help the organizations manage their funds for the future”.

4.4 Challenges to Implementing Accrual Accounting:

Three respondents mentioned that “cash accounting has been in practice for a long
and organizations have become used to this accounting method. The major issue in
accrual accounting is its implementation as not only will resistance arise from this
switch, but also, the organization will require several resources to implement the
new system effectively”. Two interviewees added that “the challenges with accrual
accounting is that the revenues and expenses are not matched exactly, and there are
differences into it.”

Four of the respondents shared that “the revenues are recorded when the transaction
has taken place, and the same is the case with expenses in accrual accounting,
which makes it difficult to check revenues and expenses again and again.” One
of the interviewees further disclosed that “private-sector organizations are
required to report financial statements every month.” “But the accountants of the
public sector do not report the financial statements. After the implementation of
accrual accounting, the organizations will be required to report their financial
information on a month-to-quarterly-yearly basis.” Three respondents mentioned
that “accountants will require knowledge about recording the transactions and as
it follows the double entry system, many of the accountants will find it difficult to
adopt this method. Another issue is the knowledge regarding accounting software
which will also require training to develop the skills for recording transactions”.

4.5 Suitability for Accrual Accounting:

Five respondents revealed that “training and development can play a vital role
in switching from a cash basis to an actual basis.” Moreover, digitalization and
technological upgradation are also essential” Businesses with long-term ambitions
may encounter temporary setbacks, but these are outweighed by the long-term
rewards. Four of the respondents cited “the need for public sector enterprises to
adhere to a long-term strategy” as an instance where accrual accounting is more
preferred and useful over cash accounting. Having access to cash can be helpful
in the short term, but it doesn’t solve any problems in the long run. “Since long-
term planning is more effective in accrual accounting than in cash accounting,
this requires a switch from cash accounting to accrual accounting.” An officer of
Audit and Accounts services said that “ the regional adoption of the accounting
standards and regulations also has an impact on the adoption of accrual accounting
as the regions that follow IFRS (International Financial Reporting Standards) tend
to adopt accrual accounting more severely than the countries following GAAP
(Generally Accepted Accounting Principles).”

4.6 Implementation of Accrual Accounting:

Some interviewees reported that “accrual accounting has become a standard for the
private sector organizations in Pakistan.” Moreover, IFRS has been implemented
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for auditing purposes. Several factors need consideration for the implementation
of accrual accounting in public sector organizations as well. The most important
factors to consider while implementing are support from institutions and taking
ownership of the change process. Therefore, the implementation needs to be
supported through political policies as well as the government must take ownership
and responsibility for the implementation. Taking ownership is an essential factor.
Apart from financial and moral support for the implementation, the organizations
need to have an implementation plan.”

One interviewee also addressed, “Accrual accounting is very beneficial for the long-
term decision-making of any organization as the entity can have the information about
upcoming cash transactions. When the organizations have long-term plans for the
future, accrual accounting would be best”. One of the interviewees further disclosed
that “ the public sector organizations are now working for long-term success and
have plans which are usually more than one year in length.” This indeed suggests
the need for the integration of accounting in the long-term decision-making of the
organization. The accrual accounting system can be achieved through training and
development. The employees currently working on the cash accounting methods
would find it not only difficult but also they would make errors in recording the
transactions due to the lack of knowledge and information; therefore, they should
be given a learning environment and mentorship”.

Two of the participants emphasized that “implementation should be done gradually
as the systems cannot be changed overnight. The government also needs to
overcome resistance to change as the existing employees will not welcome such a
change, and this resistance can affect the success of this implementation. To make
this implementation successful, the government needs to overcome resistance by
managing the change effectively. dissemination of information will be necessary,
which means the employees must be informed about the change beforehand and
their suggestions regarding the timeline of implementation and other things which
can lower the resistance from employees. The employees will commit mistakes
and errors in the early phases of implementation, and the team of experts must find
those errors and guide accountants to overcome such issues so that they are not
repeated”. Two interviewees added that “training and development, IT upgradation,
technological advancement, hiring employees on merit, digitalization, software
upgradation, and adoption of the systematic change process are the main factors to
consider for change process for shift cash to accrual-based accounting.”

S. DISCUSSION:

Merits of cash accounting were proven by the literature (Dorn et al., 2021;

Nguyen et al., 2021). Demerits were highlighted by (Shi et al., 2020). Accordmg
to Bodo et al. (2019), Accrual accounting is a superior alternative for firms and
other organizations since it improves performance management and gives a better
picture of forthcoming events. The same was highlighted by the interviewees of the
research. Respondents highlighted the challenges to implementing accrual-based
accounting that was described by Azhar et al., 2022)it reviews relevant literature
on the experiences of different levels of governments worldwide in adopting public
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sector accrual accounting (PSAA. Accrual accounting is an effective method of
recording the transactions taking place in the organization, and it is more effective
in several things and especially for the measurement of performance (Hertati et al.,
2019). Respondents revealed that the difficulties in monthly reporting are one of the
reasons for opposition to accrual accounting since it will greatly complicate financial
statement manipulation and increase accounting concerns (Roychowdhury et al.,
2019). Accrual accounting is a novel concept for many public sector organizations,
specifically the traditional organizations which have been performing repetitive
tasks for several years. For the implementation of accrual accounting, one of
the major constraints is the training for recording the transactions along with
the information about managing the transactions through accrual accounting (de
Azevedo et al., 2020)Financial Management Information Systems (FMIS. Accrual
accounting is an effective method of recording the transactions taking place in
the organization, and it is more effective in several things and especially for the
measurement of performance (Hertati et al., 2019). Another reason for the adoption
of accrual accounting reported by the respondents of the research is the accuracy
of the results of financial statements and reports. The reports are generated in
cash accounting as well, but the results are not accurate and may vary due to the
subjective approach. However, this is not the case with accrual accounting (Sarah et
al., 2021). The respondents suggested that to make any plan successful in the long
term, the organizations need to come up with a proper plan and should work on it
(Williamson et al., 2020).

5.1 CONCLUSION:

The results of the study suggest that public-sector organizations need to shift to
accrual accounting, as this is supported by both the interviews and the literature
and that it is needed by the public. Accrual accounting uses the double entry system
to record the transactions, and the timing of recording the transactions can make
a difference by providing more accurate results about the business. Moreover, it
can provide the current business position along with the future cash position in the
public sector entities. This suggests that accrual accounting is more useful for the
state-owned entities of Pakistan, with a long-term approach, as it also follows the
going concern principle. Government institutions should adopt Generally Accepted
Accounting Principles (GAAP) and Financial Accounting Standards Board (FASB).
The interview results suggest that the public sector organizations in Pakistan need to
have a comparability factor so that their performance can be measured. One of the
major issues with cash accounting is that it depends on the organization to record the
transactions when the cash has been received. However, this approach takes away
the comparability of the organization with other organizations. In other words, cash
accounting does not follow any rules, and therefore, only the cash position of the
organization is known, but the real position of the organization in terms of cash
receivables and payables is not known. The public sector organizations need to
bring comparability so that the government would be able to find the lacking and
work to improve the financial position of the organization.

Using cash accounting, public sector organizations can manipulate the financial
results as they may not record the transaction or record it at a delayed time which can
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change the financial position of the organization for the period. Accrual accounting
is not influenced by the accountants as this follows the rules and standards, which
would not allow the manipulation of financial statements and, thus, provide accurate
information about the financial position of the organization. Furthermore, public
sector organizations exist for the benefit of the public, and these organizations are
created with the vision of existing for an indefinite period. However, cash accounting
does not follow the going concern principle and, therefore, lives in the present
time without having the knowledge and information about the future. Therefore,
accrual accounting can help the organization to follow the going concern principle
coupled with information about future events and the future financial position of
the company.

The results of the research revealed that the transition from cash accounting
to accrual accounting would not be an easy task for the government as many
organizations will resist such a change, and the government has to deal with these
people while also ensuring that the new systems will be more beneficial for both
the government and the stakeholders. Training & development, digitalization, IT
upgradation, support of leadership, and adoption of a systematic change process
can play a significant role. The implementation process can also be difficult for the
government as it is not a simple task; rather, it would take years to complete, and
the government has to support the concerns financially and morally.
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