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Abstract 
 

Despite considerable research in the literature surrounding the processes and impacts of the 

adoption of accrual accounting in the public sector, there is a growing interest in investigating 

the role of political, social and organisational settings, as well as agents, in the imposition of 

accrual accounting in the public sector. Such a trend inspired me to examine how accrual 

accounting was mobilised and institutionalised with respect to public sector accounting reform 

in Indonesia. In addition, to fill the existing literature gaps, I focused on the different locus: a 

subsequent phase where accrual accounting shifts from the macro level to a lower level. 

Therefore, I concentrated on the second-stage impacts of accrual accounting adoption in public 

sector asset management practices in Indonesia. 

To inform the study, I used strong structuration theory because it allowed me to gain a deeper 

understanding of the role of agents and structures in the context of public sector accounting 

reforms in the country. Through a case study building on social constructionism and collected 

data from document sources and in-depth interviews with 33 participants, I find that during the 

transformation process agents in the Directorate General of Public Assets in the Indonesian 

Ministry of Finance had to adjust their strategy to comply with the imposed structure of accrual 

accounting. Equally, with the presence of national government balance sheets showing the 

value of public assets, there was a structural pressure drawn from accrual accounting as an 

important tool in the private sector to utilise public assets as a revenue source. This allowed 

the Directorate General of Public Assets to be a significant contributor to the national budget. 

The research contributes to the literature by examining the transformation at three different 

phases—adoption, implementation and subsequent impact—juxtaposed by understanding the 

changing interactions between institutional forces (structures) and agents. The study also 

demonstrates that the theoretical approach used powerfully indicated an increasingly important 

and evolving role for the agents across the transition to accrual accounting reforms. 

Keywords: accrual accounting, public asset management, strong structuration theory 
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CHAPTER 1: INTRODUCTION 
 

1.1. Overview 
This first chapter introduces the nature of this study and briefly highlights its contents. First, it 

discusses the background of the research by outlining both the context and the literature. Then 

the chapter highlights objectives and research questions. Finally, it outlines main contributions 

and the structure of the thesis. 

1.2. Research Background and Research Problem 
It is widely known that under the institutionalisation of New Public Management (NPM) 

accounting inevitably plays a significant role in public sector reforms in many countries. As such, 

the adoption of accrual accounting in the public sector shapes and characterises the reforms, 

traditionally aimed at enhancing government transparency and accountability (Ball, Dale, 

Eggers, & Sacco, 1999; Likierman, 2000). As there is little consensus, the debate concerning the 

appropriateness of accrual accounting in the public sector, including its cost and effect, continues 

(Barton, 2009; Carlin, 2005; Kober, Lee, & Ng, 2010; Paulsson, 2006). The discussion has 

shifted from merely technical to the exploration of the political, social and organisational context 

of public sector accrual accounting, founded on the notion that the phenomenon is socially 

constructed and contextually bounded. In emerging economies, the continued adoption of 

advanced capitalist technologies presents significant challenges—including institutional 

limitations, public sector organisation capacity and corruption (Schick, 1998), as well as cultural, 

historical and political traditions (Pillay, 2008). In fact, accounting reforms in such countries are 

perceived symbolic, enacted simply for the purposes of institutional legitimacy (Carpenter & 

Feroz, 1992; Harun, 2012; Hopper, Tsamenyi, Uddin, & Wickramasinghe, 2009). Despite 

undeniable external influences in the reform, the role of agents in implementing public sector 

accrual accounting has received growing attention in recent studies (Adhikari & Garseth-

Nesbakk, 2016; Ahn, Jacobs, Lim, & Moon, 2014). The focus on the interaction between agents 

and institutional factors (structures) remains of interest in studying public sector accrual 

accounting, as does further inquiry into the impact of the adoption policy. 

Indonesia has joined the move to reform its public sector, specifically public sector financial 

management. Subsequent to the 1997 Asian Financial Crisis, which ultimately led to the fall of 

the Soeharto regime, Indonesia undertook significant public sector financial management reform. 

This reform was predominantly captured by the enactment of the 2003 Public Finance Law and 
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the 2004 Public Treasury Law. An important feature of the packages was the accounting reform 

that mandated the adoption of accrual accounting. Similar to the perceived notion of the dominant 

institutional forces behind accounting reform in developing countries, the adoption of accrual 

accounting in Indonesia was linked to the influence of transnational financial institutions such as 

the World Bank and the International Monetary Fund (IMF) (Hassan, 2015). However, some 

argue that the role of key agents, in this regard bureaucrats in the Ministry of Finance, should not 

be undermined (Harun, 2012). In addition to the accounting change in the reforms was an attempt 

to improve public sector asset management, which previously was weak. For this purpose, in 

2006 the Indonesian Government formed the Directorate General of Public Assets, under the 

Ministry of Finance, to take responsibility for asset management. The close relationship between 

the adoption of accrual accounting and public sector asset management reform has been 

acknowledged in the literature: accounting reform is a precondition for further reform in asset 

management. As accrual accounting allowed assets to be capitalised (Buhr, 2012), an initial 

outcome of the reform in Indonesia was the drawing up of the first national government balance 

sheet in 2005. The presentation of the balance sheet improved in subsequent years as the 

government conducted the Asset Registration and Valuation Project, resulting in a considerable 

increase in the value of public assets. This value raised an awareness of the assets possession and 

encouraged the Directorate General of Public Assets to utilise the assets and generate revenue, 

thus contributing to the national budget in an innovative way. 

I recognise that public sector accrual accounting has produced a substantial number of studies. 

However, they have predominantly been undertaken at the macro level, within the entire 

government, and accordingly have addressed largely general issues. It could be argued that the 

focus on a particular context where an organisation deals with specific accounting techniques can 

offer a new perspective on accrual accounting adoption in the public sector. One of the 

advantages of this approach is that it allows researchers to investigate the role of actors during 

the reform process in acting and reacting to institutional influences in less abstract interactions. 

Another deserved research point relates to the impact of accrual accounting. As that particularly 

lower setting is a subsequent phase of the policy undertaken at the macro level, the standpoint 

provides an opportunity to gain a deeper understanding of further impacts of the policy. 

Accordingly, this research is distinct from prior literature, because it focuses on the subsequent 

and consequent impacts of the macro-level adoption of accrual accounting on the specific context 

of public sector asset management. I consider it the meso-level study of public sector accrual 

accounting. Particularly in the Indonesian context, the focus on public sector asset management 
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distinguishes the current study from prior research that has mainly been around the whole 

government—either at national or local level (Djamhuri, 2009; Harun, 2012; Marwata & Alam, 

2006; Mimba, Helden, & Tillema, 2013). The focus on public sector asset management also 

introduces additional complexities to be recognised due to the strategic role of asset management 

(Kaarbøe & Robbestad, 2016; Lapsley et al., 2009; Mellett, Marriott, & Macniven, 2009a, 2009b) 

because accrual accounting incentivises efficient resource management (Ball et al., 1999). 

Equally, the specificity of public sector asset management presents a path for interrogation of the 

more concrete interplay involving the key agents, with the Directorate General of Public Assets 

playing a leadership role in modernising Indonesian public sector asset management practice. 

The organisation’s drive was characterised by the development of a roadmap for strategic public 

asset management. Nonetheless, the adoption of accrual accounting exposed the organisation to 

the requirement to conform with the accounting structure promoted by government 

accountants—a group perceived as the reformer behind the public sector accounting change. The 

interaction raised conflict between the agents and accounting structure and defined the power 

dynamics during the transformation process. Moreover, a significant institutional change like 

accrual accounting requires deeper structural adjustment than just changing the accounting 

system. The recent requirement for public assets to be a revenue centre illustrates the deepening 

impact of accrual accounting reform. Therefore, the aim of the study is to test the rhetoric of 

reform (Frezatti, B. Carter, & F.G. Barroso, 2014; Suddaby & Greenwood, 2005) against the 

process of institutionalisation and the subsequent impact of reform. 

Reflecting on the discussion above, this study holds that both institutional forces (such as social 

norms and structures) and agents are complementary in institutional changes (Ahn, et al., 2014). 

More specifically, this study’s focus fits with what Coad and Herbert (2009) describe as 

“phenomena produced by structurally situated actors, exercising their powers of agency by 

deploying their knowledge of structures” (p. 178). As Daff and Jack (2018) suggest, accounting 

is basically a structuration process. For this reason, I consider strong structuration theory (Stones, 

2005) appropriate because it allows social practices where the agents respond to the emergence 

of new external structures (conditions) to be crucial in the analysis. The theoretical framework is 

instrumental in demonstrating a dynamism between structures and agents in the adoption and 

implementation of accrual accounting at the meso level, a level of discussion which is thought to 

be a strength of strong structuration theory. In addition, the framework allows empirical 

exploration of a structuration process across the adoption, implementation and internalisation of 

accrual accounting as well as examination of the subsequent impacts (Coad, Jack, & Kholeif, 
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2016). Prior works in public sector accounting predominantly use institutional theory approach 

at the expense of little attention to the role of agents in the reforms (Adhikari & Garseth-Nesbakk, 

2016). The use of strong structuration theory is therefore encouraged to fill the necessity of 

recognising the influence of structure and agents.   

1.3. Research Objectives and Research Questions 
The problems presented in the preceding section led me to formulate the objectives for this 

research. The first one is to understand how change to accrual accounting implemented on a meso 

level, in this case public sector assets management in Indonesia. While attention to the adoption 

process has primarily characterised the prior literature, this study aims to shift the focus on the 

mobilisation of accrual accounting in the subsequent phase. The emphasis on its dynamic process 

should enhance our understanding of the influence of a business-like approach to the public sector 

setting. Hence, it gets the focus closer to the second objective to discover the further impact of 

accrual accounting on that specific context. This study intends to investigate how accrual 

accounting contributes to changing the logic of those in public sector, which demonstrates a 

deepening consequence of private methods adoption. With respect to these abovementioned 

objectives, in particular the research aims to explore the interaction between agents and structures 

during the process of adoption, implementation and internalisation of accrual accounting in 

public sector asset management in Indonesia. 

Accordingly, the research question is: What was the impact of accrual accounting on agents–

structures in Indonesian public sector asset management? 

To answer, I divide the question into three sub-research questions, representing the three different 

phases of the research: 

• How was accrual accounting adopted in the context of Indonesian public sector asset 

management? 

• How was accrual accounting implemented in the context of Indonesian public sector asset 

management? 

• How was accrual accounting internalised in the context of Indonesian public sector asset 

management? 

1.4. Research Contribution 
This thesis is deliberately positioned to be interpretive research and consequently acknowledges 

that the phenomenon being studied is socially constructed rather than merely technical. There are 
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several potential contributions of this research. Firstly, the research contributes through the study 

of public sector accrual accounting at the meso level, in the particular context of public sector 

asset management. Rarely undertaken in prior studies, the focus at this level enables exploration 

of the agents’ response to the influential structures in a more concrete relationship. The focus 

also allows interrogation of the deepening impact of accrual accounting on public sector asset 

management. With the meso-level lens, the current research is able to discuss how the adoption 

of accrual accounting at the macro-level moves forward to a subsequently specific context of 

public sector asset management and how the policy is responded by agents in charge of asset 

management, which demonstrates the accounting influence over other territory. This research 

therefore extends prior works on public sector accrual accounting, particularly in the Indonesian 

context (for example Harun, An, & Kahar, 2013; Harun, Mir, Carter, & An, 2019; Harun, 

Peursem, & Eggleton, 2012; McLeod & Harun, 2014), which focus merely on the beginning 

phase of the adoption.    

As such, this study demonstrates the other contribution—that it holds the balanced view of the 

interaction between agents and structures yet in a rather different setting. Initially, prior research 

of public sector accrual accounting in the emerging economies largely amplified the significance 

of institutional aspects. Studies that followed began to recognise the role of key actors and called 

for further examination of the interplay between structures and agents. The current research takes 

this approach into account by conceptualising accrual accounting as a structure imposed on 

public sector asset management. 

An equally significant contribution of this study is the employment of strong structuration theory 

in a field that mostly uses different approaches. Due to the meso-level standpoint and the 

intention to engage deeply in the further impact, the examination using strong structuration 

theory comes across three different phases of the policy: adoption, implementation and 

internalisation. Such an approach not only allows the discovery of the reform process in a 

comprehensive way but also captures the dynamics of the agents–structures interaction and the 

learning shift of agents in responding to the emergent structures. Lastly, this thesis will enrich 

the literature of public sector accrual accounting in emerging economies as well as in the 

Indonesian context with its position of study at the national level. 

1.5. Thesis Structure 
This thesis consists of eleven chapters constructed as follows. Chapter 1 introduces the current 

research by briefly presenting research background, research objectives, research questions and 
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its contribution to the body of knowldege. Chapter 2 provides comprehensive information about 

the context of this study, Indonesia. The chapter includes a description of the Indonesian political 

and legal systems, various challenges the country faces and reforms made to the public sector in 

attempting to cope with the problems. Furthermore, a literature review is presented in Chapter 3. 

The chapter discusses previous literature in accounting practice in Indonesia, the structural 

adjustment program, public sector accrual accounting and the interface between accounting and 

power. This chapter also clarifies the position of the current research. Chapter 4 and Chapter 5 

concern the theoretical framework and the research methodology respectively. While the main 

theme in Chapter 4 is strong structuration theory, the chapter also discusses structuration theory 

to provide a better description of the theoretical framework of this research. In the methodology 

chapter, the discussion begins with the epistemology and research paradigm that philosophically 

underlie the present study. They are followed by the strategy for inquiry and research methods 

in which the data collection method and data analysis method are elaborated. The empirical part 

begins with Chapter 6, which aims to cast light on the Indonesian public sector asset management 

that serves as the background of the inquiring analysis. The empirical analysis is divided into 

three different phases: adoption, implementation and internalisation of accrual accounting in 

public sector asset management. Each phase is comprehensively analysed in Chapters 7 , Chapter 

8 and Chapter 9. Chapter 10 provides the theoretical analysis where the case being studied is 

analysed using strong structuration theory. Chapter 11 concludes the thesis by addressing several 

issues: research contribution, research limitation, possible future research and policy implication. 

1.6. Summary 
This chapter introduced the current research through the elaboration of several major aspects, 

including research background, research problem, research objectives, research questions, 

research contribution and the organisation of this thesis. The next chapter describes the context 

of the present study.   
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CHAPTER 2: RESEARCH CONTEXT 
 

2.1. Overview 
This chapter aims to provide comprehensive information about the context of this study, 

Indonesia. In elaborating the context, I will begin with a general description and then turn to the 

specific details along the way. As such, this chapter proceeds with four parts as follows. Firstly, 

it presents general information that is helpful to understand the historical, political and economic 

context of the nation. The political context primarily emphasises the division of power among 

executive, legislative and judiciary, whereas economic context focuses in particular on how the 

national budget and public assets are managed. Furthermore, the subsequent section elaborates 

on the various problems and challenges Indonesia has undergone, including internal government 

conflict and corruption—which undermines the nation’s efforts in undertaking economic, 

political and social transformation. The next section highlights public sector reform as an attempt 

to deal with those problems, particularly in the area of public financial management. A focused 

discussion in the last section describes the background and organisational aspects of public sector 

accounting and asset management operations within the Indonesian Ministry of Finance. 

2.2. Indonesia in Brief 
Officially known as the Republic of Indonesia, it is the 10th largest country with a population of 

more than 250 million people. The majority of Indonesians hold Islam as their religion, yet other 

religions such as Christianity, Catholicism, Hinduism and Buddhism are also embraced by the 

remaining people. Situated in South-East Asia, Indonesia currently consists of 34 provinces and 

special territories. It has more than 17,000 islands in which the largest are Java, Sumatera, 

Kalimantan (Borneo), Sulawesi and Papua. The capital, Jakarta, is located in Java—the smallest 

of the largest islands. The island is the most developed and populated region. 

Prior to Indonesian independence, various local kingdoms existed in the region, but the most 

prominent were three kingdoms occupying large geographical areas. These kingdoms reflected 

the advent of different religions. The first kingdom was Sriwijaya, which was centred in the 

Sumatera Island in the seventh century. Hindu was the largest religion in the area during the time. 

The kingdom was followed by the Majapahit, based in East Java, in the ninth century alongside 

the advent of Buddhism. The next monarchy was the Sultanate of Mataram in Central Java. 

Despite not being the first Islamic kingdom in the region, the Mataram characterised the 

emergence of Islam. Afterwards, the archipelago experienced the imperialism era, when foreign 

countries aimed to control the rich natural resources. Portugal occupied first, in the 16th century, 
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but the Dutch came later and stayed the longest—more than three centuries—forming the Dutch 

East Indies administration. Prior to the World War II, Japan expelled the Western power and took 

over control. The occupation lasted for three and a half years and ended when Indonesia 

eventually declared its independence on 17 August 1945. 

With its territory stretching nearly as far as two million kilometres, Indonesia is recognised as a 

diverse and culture-rich country. There are more than 300 ethnic groups. Each has not only its 

own art and cuisine but more importantly its own language, traditions (way of doing things) and 

philosophy of life. However, they are united by a shared identity in the form of one nation and 

one language, represented by the motto of Bhineka Tunggal Ika, which means unity in diversity. 

The history of this country that is characterised by the spread of different religions and 

imperialism has rendered different influences onto the local cultures. As part of eastern culture, 

Indonesian people tend to be more communal than individualistic. One aspect originated from 

Javanese and has emerged as the national identity is gotong royong (collective work). It describes 

how people, particularly in the same neighbourhood, will voluntarily work together to help others 

in need or to build a public facility. However, nowadays this feature is hardly found in urban 

areas and merely exists mostly in the countryside. 

Apart from historical and cultural aspects, the Indonesian context also includes its dynamic 

political system. The political system will be discussed in the following subsections along with 

an exploration of the Indonesian legal system and economy. 

2.2.1. Political System and Bureaucracy 

The Indonesian political system is based on the separation of powers (known as trias politica 

principle) where political power is shared among three branches—namely the executive, 

legislature and judiciary. The president holds the role of the executive and leads the government, 

the parliament (DPR and DPD) has legislative power and the judiciary is under the authority of 

the Supreme Court (MA) and the Constitutional Court (MK). The structure of political system 

and bureaucracy is described in Figure 2.1. 
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Figure 2.1 The structure of political system and bureaucracy 

 

2.2.1.1. Legislative 

Indonesia has two chambers of parliament, consisting of the People’s Representative Council 

(DPR) and the Regional Representative Council (DPD). The DPR is popularly known as the 

House of Representatives (or the House) whilst the latter is the Senate. As indicated by their 

respective names, the House comprises members representing political parties, whereas the 

Senate’s members represent provinces. 

The House of Representatives is a powerful institution with the authority to make law and oversee 

government operations. The House must approve the national budget before the government can 

implement it. Similar approval must be gained by the President for several crucially high-impact 

decisions, such as a decision to take the nation to war or to make a peace agreement. The 

President must also gain approval for their nominations for strategic positions such as the Central 

Bank Governor and Deputy Governors, the Commissioners of the Financial Service Authority, 

the Commissioners of the Corruption Eradication Commission (KPK), the Chief of the National 

Police and the Commander of the Armed Forces. The House is authorised to question the 

President and investigate strategic government policy with a wide impact on the public. The 

current role played by the House—in the reform era—is distinct from the past, where it hardly 

opposed policies undertaken by the President. Members of the House are elected directly through 

general elections. This attribute makes the House’s position strong in the sense that it cannot be 

dismissed by the President. 

In carrying out their tasks, House members are divided into a number of commissions that 

correspond with the specific portfolios of the government—such as the economy and 
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development, trading and industry, and security and defence. The House only holds a few plenary 

sessions in a year, so the commissions represent the House’s voice on a more frequent basis when 

they partner with their corresponding ministry and non-ministerial agency. These meetings 

facilitate discussion and debates between the two sides on legislation and for the House to inquire 

into government policy. 

The Senate, on the other hand, has limited influence on the government due apparently to its new 

presence, having been established following a constitutional amendment in the post–new order 

era (a period during 1966-1998 when Soeharto was in power). This newness is in contrast to the 

long existence of the House—since the birth of the republic. The Senate has minor powers in 

law-making because it is only able to propose a draft law or to give consideration to the House. 

The authority for legislating laws remains solely with the House. Similarly, the Senate can give 

advice only to its parliamentary counterpart in selection of the Audit Board’s members prior to 

the final decision by the House. There is currently a broad aspiration to strengthen the Senate’s 

power to enable the institution to play a more instrumental role in the Indonesian politics and 

government. 

Together the House and the Senate constitute the People’s Consultative Assembly (MPR), which 

in the past held the utmost authority—including the power to appoint the President and the Vice 

President. Despite the fact that the People’s Consultative Assembly is no longer the highest 

institution, it remains powerful and has the authority to amend the Constitution and to dismiss 

the President through impeachment if the Constitution is breached. 

2.2.1.2. Judiciary 

The Supreme Court (MA) represents the power of the judiciary. It is the highest court, holding 

the authority to decide on any unsettled legal cases in lower courts (the High Court at the 

provincial level and the District Court at the district or city level). The Supreme Court is 

independent from the government or any other institution, meaning its legal decisions cannot be 

reversed by other bodies. The institution consists of several supreme judges, who are nominated 

by the Commission of Judiciary and elected by the House. Despite being mentioned in the 

Constitution, the Commission of Judiciary is not part of the court system and has no authority to 

produce a decision on any legal dispute, so it is excluded from the group of institutions with 

judicial power. 
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The courts below the Supreme Court are the High Court and the District Court. These courts 

comprise several courts: the common court, religion court, military court and administrative 

court. In some cases, a special court to handle industrial disputes is also established. 

Another supreme body in the judiciary was introduced following a consstitutional amendment: 

the Constitutional Court (MK). The Constitutional Court holds the interpretive authority to 

review whether a particular law is issued in accordance with the Constitution. Additionally, the 

court is authorised to resolve any disputes between state institutions, to decide upon the 

dissolution of political parties and to decide on disputes concerning general election results. 

2.2.1.3. Executive 

The President holds the role of the executive and therefore is the chief of the state, the head of 

government and the commander in chief of the Armed Forces. In this regard, the term 

government refers to the executive branch. Since 2004 the President and the Vice President have 

been elected directly by people in a one-person one-vote general election every five years. As a 

consequence, they are accountable directly to the people through the oversight of the House as 

the people’s representative. Prior to 2019, presidential elections were held after the legislative 

elections, in which political parties contested the 500 seats of the House of Representatives. From 

the 2019 general election both elections are to be held simultaneously. Under the pre-2019 

system, the outcome of the legislative election defines which political parties or coalition of 

political parties are entitled to nominate their candidates for the presidential election. According 

to the amended Constitution, the President can only serve a maximum two terms (10 years). 

The current head of state and government is President Joko Widodo. He is the seventh President, 

after Soekarno (1945–1966), Soeharto (1966–1998), BJ Habibie (1998–1999), Abdurrahman 

Wahid (1999–2001), Megawati Soekarnoputri (2001–2004), and Susilo Bambang Yudhoyono 

(2004–2014). Unlike his predecessors, who predominantly had military backgrounds (Soeharto 

and Yudhoyono), were high-profile figures in their political party (Soekarno, Abdurrahman 

Wahid, Megawati and Yudhoyono) or had long experience as key figures in the Indonesian 

Government (BJ Habibie and Yudhoyono), Joko Widodo is considered more populist. He is an 

ordinary person, growing up from the local level. Prior to becoming President, he served as the 

Mayor of Surakarta (2006–2012), a city in the Central Java Province, and then the Governor of 

the Greater Jakarta Province (2012–2014). 

The President and the Vice President form a cabinet of ministers immediately after they are sworn 

in. In some ministries with high profiles such as the Ministry of Foreign Affairs and the Ministry 
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of Finance, they might appoint of vice ministers. Since the new order era, there had been three 

coordinating ministers in the cabinet to help the President and the Vice President synchronise the 

extensive area of administration. The coordinating ministers were responsible for coordinating 

ministries in three areas: politics, law and security; economy; and social and welfare. President 

Joko Widodo added the ministry of maritime, demonstrating his focus on maritime issues. 

Maritime issues have substantial attention paid to it since the administration of the fourth 

president, President Wahid following his initiative to establish the Ministry of Ocean and Fishery.  

Ministers are leading line ministries and accountable for various aspects of government, from 

internal affairs and foreign affairs to youth and sports. There are also non-ministerial agencies 

that have bureaucracy levels similar to the ministries and accordingly are accountable directly to 

the President. However, unlike ministers, the heads of these agencies are not part of the cabinet. 

Examples of these agencies are the government internal auditor (BPKP), the National Statistics 

Agency (BPS) and the National Science Institute (LIPI). It is worth noting that as member of 

cabinet a minister holds a political position, while a head of non-ministerial agency is a non-

political non-elected public servant and associated with the highest grade in the bureaucracy. 

Moreover, the structure under the minister and the head of a non-ministerial agency represents 

the hierarchy of bureaucracy, leveled into several echelons1. Under the minister, echelon 1 

positions such as director-general, deputy minister and head of agency are the highest-rank 

administrators who perform specific tasks. Several ministries also have representatives in the 

provincial and district levels, with the presence of regional offices (in which the head level is as 

high as echelon 2) and service offices (in which the head is an echelon 3 position). It should be 

noted that an echelon 3 office is the lowest level possible to have their own budget and is 

therefore called a working unit. However, not all echelon 3 units are working units. See table 

below for a description of the Indonesian government structure. 

 

Table 2.1 Hierarchy of the Indonesian bureaucracy 

No. Level/grade Position 
1 Echelon 1 (High officer) Secretary General, Director General, Inspector General, Deputy 

Minister, Head of Agency, Assistant of Minister, Provincial Secretary 
(local) 

2 Echelon 2 (High–middle 
Officer)  

Secretary, Director, Inspector, Head of Bureau, Head of Centre, 
Assistant of Deputy Minister, Head of Regional Office, Municipal 
Secretary (local)  

                                                 
1 The term “echelon” is no longer used in the regulation. However, it is used in this thesis for convenience. 
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No. Level/grade Position 
3 Echelon 3 

(Administrator) 
Division Head, Deputy Director, Head of Operational Office 

4 Echelon 4 (Supervisor) Subdivision Head, Section Head 
5 Staff Staff 

Source: Government Regulation (GR) No. 100/2000 on Appointment of Public Service Officer into Structural Position and GR 
No. 11/2017 on Public Service Officer Management 

 

 

2.2.1.4. The Audit Board 

In addition to those three branches of power, the Constitution recognises another supreme body 

with financial audit authority. This is the Audit Board (BPK), whose primary task is to perform 

an audit of government financial report and present the report to the Parliament. As part of the 

audit of the National Government, the Board conducts an examination to every line ministry and 

non-ministerial agency and gives its audit judgement for each financial statement. In addition, 

the Board carries out financial audits of the government at the provincial and district levels. 

Similar to the national level, the Audit Board presents its audit report to the local legislative 

council. Furthermore, state-owned enterprises are subject to the Board’s audit as well. The Board 

issues audit opinion based on the degree of fairness of the presentation of the financial reports in 

accordance with the Government Accounting Standards. In short, there are four possible opinions 

following the financial audit. An unqualified opinion is granted when the Board believes that the 

financial statements have been presented fairly in all material respects. Secondly, a qualified 

opinion principally implies that the statements have been presented fairly except for some 

misstatements. An adverse opinion means that material misstatement is pervasive across the 

financial reports. Lastly, the auditor will issue disclaimer opinion when they are not independent, 

there is a limitation on audit scope or there is uncertainty on the auditee’s business. The Board 

can perform other types of audits, such as performance audits and investigation audits on alleged 

fraud in government institutions. 

Prior to the reform era, the Audit Board had less power because it was not the sole audit agency. 

It had to share the authority to audit government finances with other audit offices such as the 

government internal auditor (BPKP) and the ministerial inspectorate general. Nowadays these 

agencies serve more as the government internal auditors. They conduct merely a financial review 

and internal control rather than an audit, leaving the independent audit authority solely to the 

Audit Board. Members of the Audit Board are elected through an open recruitment system held 

by an independent committee. However, the House of Representatives has the final decision in 

selecting successful candidates. 
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2.2.1.5. Local Administration 

Furthermore, there are local governments in provincial and district levels. A governor is the head 

of a provincial government, while a mayor or a regent heads the administration at the lower level. 

Similar to the President and the Vice President at the national level, they are elected directly by 

the people for a five-year term. The legislative affairs are run by local parliament (DPRD I at the 

provincial level and DPRD II at the district level). Members of local parliaments are elected 

directly in the general election held every five years, run simultaneously with the election of 

members to the national Parliament. They also represent political parties in their respective areas. 

Nowadays local governments have more control due to the decentralisation policy that 

commenced in 2004. The local administration now has greater autonomy other than in those areas 

that remain under national government control—finance, defence and security, justice, and 

foreign policy. However, the decentralisation policy has encouraged previously single 

provinces/municipalities to split, resulting in an increasing number of new autonomous regions2. 

This policy was driven by political factors instead of technical ones, prompted by local actors 

competing to take control of the region (Muqoyyidin, 2013). Subsequently, the negative impacts 

outweigh the advantages. According to the Ministry of Home Affairs, only 22% of the new 

regions effectively improved their public service. This situation also increased the financial 

dependency of local administration on the national Government and prompted the national 

Government to suspend the policy (Tenrini, 2012). 

2.2.2. Legal System 

According to Ong Hok Kham (1989, as cited in Harun, 2012), the Indonesian legal system is 

primarily influenced by continental law due to the Dutch colonisation. The nature of this system 

is the domination of the national Government over local administration. The power to create law 

is relegated to the House of Representatives, yet for detailed rules the power is delegated to the 

government. 

Indonesia has a hierarchical legal system, where the Constitution 1945 is the highest legal 

authority. The Constitution was written in 1945 and accompanied the birth of the Republic. For 

10 years between 1949 and 1959, it was repealed and the constitution during that time was the 

Federal Constitution of 1949, which was then replaced with the Provisional Constitution of 1950. 

Responding to the failure to produce a new constitution to replace the Provisional Constitution 

                                                 
2 During 1999-2014, 8 new provinces were created. For instance, in 2001 Papua Province was split into two different provinces—
namely Papua and West Papua. The most recent development was the creation in 2012 of North Kalimantan Province, previously 
part of East Kalimantan Province. Similar cases occurred at in the municipality and even lower levels. 
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of 1950, the then President Soekarno issued a decree to restore the Constitution 1945. The 

Constitution was nevertheless rewritten following the collapse of the New Order Era under 

Soeharto. It appears that changes to the political system mainly prompted the amendments in 

1998, 1999, 2000, 2001, and 2002 aims to create a more democratic government based on legal 

supremacy and to present a country that respects human rights (Prasojo, Kurniawan, Holidin, 

2007, as cited in Harun, 2012).  

Below the Constitution is the MPR’s Decree, which has similar articles to the Constitution in that 

it is also produced by the People’s Consultative Assembly (MPR). The Constitution and the 

MPR’s Decree contain principle articles only and leave the more specific regulation to their legal 

derivatives. Therefore, a law that is endorsed by the House of Representatives regulates various 

public and civil aspects of individuals. In most cases, the government proposes the bill in the 

House for further deliberation and approval. Examples are the 2003 Public Finance Law and the 

2004 Public Treasury Law, which marked public financial management reform, and the 1999 

Corruption Crime Eradication Law. Law in Indonesia is seen as a framework requiring detailed 

rules from the government. Accordingly, the government can issue Government Regulation and 

Presidential Regulation. The Indonesian legal system also provides the right for government at 

certain critical situations to issue a Government Regulation in Lieu of Law, which has the same 

power as a law. This regulation is, however, temporary in nature. In the nearest sitting session of 

the House following the issuance of the Government Regulation in Lieu of Law, the government 

is required to submit that regulation to seek approval from the House. If the approval is granted, 

the Government Regulation in Lieu of Law becomes law. Otherwise it must be revoked. 

In addition to regulations issued by the national government, local regulation is legislated by 

each local council (DPRD). At the national and local levels lower regulation is more specific and 

must not contradict the higher regulation. Nonetheless, on many occasions local regulation has 

not been drafted in accordance the national regulation. Table 2.2 illustrates coverage of these 

regulations. 

Table 2.2 Hierarchy of Indonesian regulation 

No. Type of regulation Issuer 
1 Constitution The People’s Consultative Assembly (MPR) 
2 MPR Decree The People’s Consultative Assembly (MPR) 
3 Law The House of Representative (DPR) 
4 Government regulation National government 
5 Presidential regulation President 
6 Local regulation Local council (DPRD) 

Source: 2011 Regulation Formulation Law 
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Apart from regulations outlined in table 2.2, the Indonesian legal system also recognises several 

other types of regulation including Ministerial Regulation. In addition, state institutions and 

commissions (for example, the Central Bank, the General Election Commission and the 

Commission for Supervision of Business Competition) may issue a regulation in their respective 

areas. 

2.2.3. Economy 

Indonesia enjoys steady economic growth of between 4 per cent and 6 per annually. Currently 

the world’s 16th largest economy, the 2018 gross domestic product was US$1,042 trillion 

(WorldBank, 2019). Indonesia is projected to be among the 10 largest economies over the next 

decade and ranked 4th by 2050, according to PricewaterhouseCoopers (2015). In 2018 

government spending contributed substantially to the GDP, around one-quarter of the total. 

Another vital element of economic growth is investment, and the government plans to boost this. 

For years the country has been attractive to foreign investors due to its abundant natural 

resources, huge population (which means huge market) and a cheap labour (McLeod, 2000). 

Attracting investment requires availability of good infrastructure, and in recent years massive 

development of infrastructure has taken place. The infrastructure has been mainly toll roads and 

seaports, the focus of the current administration. Indonesia is considered a safe place for 

investment, with a low default risk indicated by an investment grade from internationally 

independent rating agencies3. 

After a long dependency on oil, Indonesia made structural reforms centred mainly on 

industrialisation and tax reform. For many years agriculture was the largest economic sector, but 

it has been surpassed by the service and manufacturing sectors. 

Following is a discussion that emphasises the government role in the national economy. This part 

highlights the national budget, followed by elaboration on public assets as an important aspect 

of government operation and public service. 

2.2.3.1. National Budget 

The government contribution to the domestic product, known as fiscal policy, is exercised 

through the National Budget. Fiscal policy is a crucial element along with the monetary policy 

which is the responsibility of the Bank of Indonesia (the central bank). Since 1999 the Bank of 

                                                 
3 Indonesia recovered from the financial crisis in 1999 and regained its investment grade rating from Japan Credit Rating Agency 
(JCRA) in 2010, Fitch in 2011, Moody’s in 2012 and Standard & Poors in 2017. 
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Indonesia has been independent of the government to ensure monetary policy is free from 

political intervention. 

The Ministry of Finance and the Ministry of National Development Planning coordinate the 

preparation of the government’s annual budget. Prior to its implementation the budget must be 

debated in and approved by the House of Representatives. Although it is prepared annually, the 

budget follows the framework of medium-term development—basically the translation of the 

vision for national development of the President-elect. Once the House approves the budget, the 

government prepares budget implementation list documents in order to allocate the budget to all 

government agencies. 

In the past the main revenue was generated from natural resources, particularly oil exports. 

However, as oil reserves depleted, Indonesia had to shift its dependency from oil to tax revenue. 

The shift required the country to modernise its tax system. Presently tax revenue constitutes more 

than 75 per cent of state revenue. Non-tax revenue contributes significantly, particularly in the 

form of natural resources earnings and dividends from state-owned enterprises. See Figure 2.2 

for the composition of national revenue. 

Figure 2.2 The national revenue 

 

Source: Audited National Government Financial Statements 2009-2017 
 

 

In addition to budget allocated to fund the national government’s operation, more than 35 per 

cent of expenditure goes to support local governments. Figure 2.1 shows an increasing trend over 

 -

 200,000

 400,000

 600,000

 800,000

 1,000,000

 1,200,000

 1,400,000

 1,600,000

 1,800,000

2009 2010 2011 2012 2013 2014 2015 2016 2017

The National Revenue (in billion rupiah)

Tax revenue Non-tax revenue Grants



 

18 
 

the years towards decentralisation. The budget provided to local governments has remained 

instrumental for them because they cannot yet rely on their local revenues. While the National 

Government controls the collection of income tax and value-added tax (VAT), local governments 

are authorised to collect other taxes such as property tax, vehicle tax, and taxes for hotels and 

restaurants. Nonetheless, revenue generated from these taxes in many cases has yet to contribute 

significantly to the local government coffers. 

For the National Government, spending is largely allocated for personnel expenditure (public 

servant salaries), operational expenditure, capital expenditure and debt payment, social 

expenditure and subsidies. Generally defined, operational expenditures accommodate 

disbursements to support government operations that have economic value over less than one 

year, while capital expenditures are for similar disbursements with long-term (more than a year) 

economic benefit. The capital expenditures are therefore closely associated with capital asset 

acquisition. Furthermore, debt payment expenditure covers both principal and interest. 

Meanwhile, subsidy expenditure remains substantial despite government efforts to reduce the 

outflow in recent years. The money is mostly to subsidise the energy sector, such as for electricity 

and fuel, due to its considerable economic impact on people’s wellbeing. 

In order to stimulate the nation’s development, the government has exercised a budget deficit 

policy for years—that is, total government spending outweighs revenue. To cope with the budget 

deficit, the government borrows money primarily by issuing bond, including Sharia (Islamic) 

bonds. The choice to rely on bond issuance indicates a new policy for financing the budget deficit 

that differs substantially from the policy of the past, when the government relied more on bilateral 

and multilateral cooperation. During the Soeharto era, there was a group called IGGI (Inter-

Governmental Group on Indonesia) where the World Bank, the Asian Development Bank and a 

number of countries joined to provide financial support for the Indonesian development. 

However, Soeharto disbanded the group in 1992 as a consequence of an accusation that the 

Netherlands, which chaired the group, attempted to interfere in domestic political interests4 (Azis, 

2008). As of the end of 2017, the total debt of the national government was IDR3.813 trillion—

considered safe because it remains below the threshold of 60 per cent of GDP as stipulated by 

law. See . 

 for the trend of national debt. 

                                                 
4 The Netherlands and three other countries in the group suspended their loans to Indonesia following the shootings of 
demonstrators in Dili, East Timor. 
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Figure 2. 3 The national debt 

 

Source: Audited national government financial statements 2005-2017 
 

At the end of the budget implementation period, the government is obliged to submit financial 

statements to the Parliament. These statements are consolidated into reports that cover all 

national government operations but not those of local government from the provinces or 

municipalities. Prior to submission, the financial statements must be audited by the Audit Board. 

The financial statements consist of a budget realisation statement, a balance sheet, a cash flow 

statement and notes of financial statements. They should be presented in accordance with the 

Government Accounting Standards. In 2005, following the accounting reform, Indonesia 

published its financial statements for the first time. In the beginning, the Audit Board’s opinion 

was not satisfying because the government struggled to fix the extensive problems in public 

sector financial management. The poor report presentation continued for years, and the audit 

opinion was either a disclaimer or qualified. In 2016, it gave an unqualified opinion on the year’s 

National Government Financial Statements, which showed a significant improvement in 

accountability. 

2.2.3.2. Public Assets 

The context of this study is public sector asset management, so it is necessary to provide a 

description of public assets, particularly of the vital role in supporting the government in public 

service provision. Firstly, there is a need to clarify the definition and scope of a public asset. The 

term ‘public asset’ has been used interchangeably with ‘state asset’, yet I prefer to use the first 
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term5. Hadiyanto (2009) defines it as every tangible and intangible item that is purchased from 

the National Budget or any other lawful income and is utilised by the government or any other 

parties endorsed by the government. 

In Indonesia, apart from the term ‘public assets’, there are the terms ‘public wealth’ and ‘national 

wealth’. The latter generally refers to the broad scope mentioned in the Constitution (Article 33 

paragraph 3) stating that ‘land, water, and natural resources within are controlled by the State 

and should be used for the greatest benefit of the people’. The term ‘public asset’, therefore, 

differs from and is narrower than ‘national wealth’.  

In accounting terms, ‘asset’ refers to a long list of items—tangible and intangible, current and 

non-current—in a financial statement called the balance sheet. Therefore, for the Indonesian 

government and according to its balance sheet, public assets include various items as follows 

(GoI, 2017): 

1. Current assets: cash and cash equivalent, prepaid payment, short-term investment, receivable, 
inventory. 

2. Long-term investments: non-permanent investment and permanent investment. 
3. Capital assets: land, equipment, building, infrastructure, construction in progress. 
4. Long-term receivables, including state claims. 
5. Other assets—for example, partnership fund, intangible assets, appropriated fund, guarantee 

fund, fund under management of semi-autonomous public service provider (BLU). 

Current assets such as cash and receivables are generally related to daily activities supporting 

government operation. Furthermore, long-term investments are placed in numerous 

organisations, including the government’s shares in multiple international institutions (World 

Bank, International Monetary Fund, Asian Development Bank). The largest part of the 

investments, however, goes to state-owned enterprises. Although the government does not run 

commercial businesses, it controls a large number of corporations. In some areas, state-owned 

enterprises are domestic market leaders. In the banking sector, for example, the current first- and 

second-largest banks in terms of asset capitalisation are Bank Mandiri and the Bank of Indonesian 

People (BRI) and both are state-owned companies. It is also the case in the oil industry. Pertamina 

which is 100 per centstate-controlled, has dominated the domestic market for years and been 

considered one of the biggest corporations in Indonesia. Nevertheless, this government 

investment is out of the scope of this thesis. 

                                                 
5 Unlike in federation countries such as the United States and Australia, where ‘state’ refers to sub-national territory, in Indonesia 
‘state’ refers to the republic itself (the national government). This thesis uses the term ‘public asset’ rather than ‘state asset’ to 
avoid confusion. 
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Another percentage of public assets is in the form of capital assets. These comprise public 

facilities such as land6, buildings and various infrastructure assets such as roads, bridges, airports, 

seaports and power installations. This is the type of asset refered to specifically in the literature 

as an ‘asset’ in public sector asset management. Therefore, public assets in this thesis are real 

property or capital assets—that is, tangible assets with a useful life of more than a year, 

particularly land and buildings. The main source of capital assets is National Budget capital 

expenditure, which increases over time as shown in Figure 2.4.  

Figure 2.4 Capital expenditures 

 

Source: Audited national government financial statements 2005-2017 

 

In addition, the National Government Balance Sheet includes long-term receivables and other 

assets. Long-term receivables are mainly a result of specific programs where the government 

provides a loan facility to selected organisations. The receivables could also be government 

claims to a third party as a consequence of a past agreement. Moreover, assets that do not fall 

into one of the above categories are classified as other assets. While long-term receivables and 

other assets in general are not the focus of this study, some other assets that share similarities 

with capital assets are addressed in the empirical discussion. An example is real properties 

received by the government from the national banking restructuring program. 

                                                 
6 While individual/private ownership of land is recognised, the bulk of land across the archipelago is considered national wealth. 
However, land considered a public asset refers only to land purchased with the National Budget or any other lawful income as 
abovementioned. 
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Having explored Indonesia from political and economic perspectives, the discussion will turn 

more specifically to the related problems and challenges. 

2.3. Problems and Challenges 
The previous section presented general information about this study’s context. A better 

understanding of this context will be gained by understanding the various problems and 

challenges the country encounters. These include social problems. Indonesia has a problem of 

inequality in economic development and similar to that a problem with inequality in wealth 

distribution. Poverty and unemployment also remain on the top of the government agenda of 

challenges to overcome. The government has made achievements in education and health, 

although much work remains. Having been able to cut the subsidy expenditure, the government 

has more space in its budget to address social protection and social security. Under the Social 

and Health Security Law, the government established a social security agency called BPJS to 

provide employment and health insurance for general public. Likewise, the education sector 

enjoys considerable financial support following the constitutional mandate that at least 20 per 

cent of the National Budget be allocated to the education sector. Indonesians students are now 

obliged to attend school for 12 years, from elementary to high school. 

Indonesia also faces political and economic challenges. These are highlighted in the following 

subsections and are characterised by post-authoritarianism, miscoordination within the 

administration, corruption and economic crisis. 

2.3.1. Post-Authoritarianism Politics 

Indonesia experienced fast-growing development under President Soeharto in the period known 

as the New Order Era. He came to power in 1966 after leading the armed forces to thwart an 

attempted coup by the Communist Party. Seeking to boost modernisation, Soeharto prioritised 

national stability above all to support his market-friendly economic policy, including investor-

friendly labour regulations. 

The political drawback was concentration of power to those close to Soeharto. Despite the 

presence of three different political parties, in reality Golkar—which was closely associated with 

Soeharto—was the single majority in the undemocratic general election held during the New 

Order time. In addition, the two other political parties—the United Development Party (PPP) and 

the Indonesian Democratic Party (PDI)—rarely acted as opposing sides to the government. 

Another of Soeharto’s key proponents was the military, which was rewarded with a platform 

called the ‘the military dual functions’, allowing the military elites to also take part in political 
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activities. Their role in politics can be seen by the appointment of active military officers as high-

ranking public officials, such as ministers or heads of local administrations (governor, mayor or 

regent). This involvement was possible because at the time heads of region were not directly 

elected by people but appointed by the local parliaments, which were controlled by Soeharto’s 

affiliates. Similarly, at the national level Soeharto was repeatedly elected every five years through 

direct appointment by the People’s Consultative Assembly (MPR), the supreme body during the 

time. The military also had power through legislation and due to the presence of its 

representatives forming a faction in the People’s Consultative Assembly, the House of 

Representatives and local parliaments. 

These circumstances resulted in rampant corruption, collusion and nepotism, and freedom of 

speech (including that by press) was absent and human rights were overlooked. The results of 

economic growth were not equally distributed but enjoyed mainly by those maintaining a close 

relationship with the president. 

Recently the situation has improved. The almost totalitarian New Order has vanished. Freedom 

of the media is crucial to democracy and people get their aspirations and objections heard. The 

political power that was concentrated in the president is now distributed fairly due to the 

strengthening of the legislature and judiciary. Nonetheless, the consequence is more noticeable 

political contention among political actors and parties. The current domestic political dynamic is 

partly characterised by transactional politics at the cost of people’s interest. Moreover, Muhtadi 

(2018) describes how the developing democracy in Indonesia is being thwarted by the less 

educated citizenry and money politics. This threat sustains a political dynasty of some elites, 

particularly at the local level. Political dynasties have emerged in several provinces and districts, 

where several political and bureaucratic positions are under the control of one particular family7. 

The practice of money politics undermines the quality of the Indonesian democracy and 

demonstrates that the disappearance of authoritarianism does not automatically wipe corruption 

from the political arena. The issues of internal conflict and corruption are outlined more in the 

next two subsections. 

2.3.2. Internal Conflict 

The issue of internal disagreement within the administration needs to be highlighted. 

Miscoordination is one aspect of the problem. People might wonder why a coordinating ministry 

                                                 
7 A prominent example is in Banten Province. Despite the arrest of former governor Ratu Atut due to a corruption case, her 
family continues to hold strategic public posts, such as the Deputy Governor, mayor/regent of cities within the province and local 
councillor positions. 
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survives in Indonesia when it appears not to be a global practice. It implies that coordination 

within the government is a serious issue. Unfortunately, having coordinating ministries does not 

necessarily warrant the elimination of any kind of miscoordination. The tension could occur not 

only within the administration (executive branch) but also between national high institutions (for 

example between the legislature and judiciary) or between national and local governments. 

Power is not centralised like it was in the New Order Era, so political intervention might 

exacerbate the conflict. 

A few examples illustrate the problem. Similar cases might be found elsewhere, but some are 

unique to Indonesia. In Yogyakarta, the National Tuberculosis Program (NTP) collaboration with 

several local hospitals resulted in reluctance of some actors to cooperate with others (Probandari, 

Utarini, Lindholm, & Hurtig, 2011). Several factors were identified as the cause. These included 

a feeling of superiority among medical specialists, mistrust, conflicts of interest originating from 

potential income loss for hospitals and specialists, representational problems and risk-averse 

people not wanting to be blamed for the program’s failure. Likewise, overlapping tasks among 

government agencies and competing interests due to unclear policy and a lack of clear definitions 

shaped a miscoordination in the Climate Change Adaption Program (Yoseph-Paulus & 

Hindmarsh, 2016). The duplicated work that induced a conflict occurred between the Ministry 

of Environment and a newly established National Climate Change Committee (NCCC). The 

National Development Planning Agency also held related authority, including management of 

the Indonesian Climate Change Trust Fund with the Ministry of Finance. Another example of 

overlapping duties and competing interests was the establishment of Anti Terror Special 

Detachment of the National Police with other institutions including the Military Forces and the 

Intelligence Agency included in the portfolio (Muradi, 2009). 

In the public finance area, Harun (2012) elaborates on how the expectation of a powerful and 

independent audit board was undermined when the Supreme Court declined the Audit Board’s 

investigation of a possible irregularity in its revenue accounts in 2007. Also, the Audit Board 

received less support from the Parliament after the latter was slow in responding and following 

up on board reports concerning irregularities within the government. The government once set 

out to provide greater autonomy to local administration. However, there was little or no 

coordination between the Ministry of Home Affairs, which drafted the 1999 Local 

Administration Law, and the Ministry of Finance, which designed the 1999 Fiscal Balance 

Between National and Local Governments Law (Seymour & Turner, 2002). The two laws were 

intended to provide guidance for the decentralisation projects across the archipelago. 
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These examples demonstrate internal conflict as a characteristic of day-to-day government 

operation in Indonesia. The conflict is evident in the adoption and implementation of accrual 

accounting in public sector asset management, where government accountants imposed new 

requirements on the people in charge of asset management. 

2.3.3. Corruption 

One main challenge facing Indonesia as previously discussed is rampant corruption. It is the root 

problem and is already at an alarming level. In fact, in the past Indonesia has been widely 

recognised as one of the most corrupt countries in the world. Corruption in Indonesia exists in 

various places and at different levels—from the public service, tax administration, customs 

administration, procurement, natural resources concessions to the judiciary system and 

legislation. The fact that corruption is pervasive in procurement shows the level of exposure to 

fraud of public sector asset management. Transparency International ranked Indonesia 89th in the 

2018 Corruption Perception Index. 

This problem was apparent during the New Order era. As previously discussed, this issue was 

the drawback to Soeharto’s rule; even Soeharto himself was engaged in this practice. McLeod 

(2000) elaborates on three ways Soeharto preserved his control at the cost of fairness. First, he 

exploited state-owned enterprises—particularly oil and gas, coal mining, forestry and 

agriculture—for his own benefit. For instance, he placed his proponents such as retired armed 

forces generals as executives of these enterprises. Second, Soeharto granted monopoly rights in 

strategic sectors such as food manufacturing, cigarettes, banking and transportation to companies 

that were owned by his family and close friends. Last, Soeharto used ‘a franchise system’ to gain 

benefits from people to whom he provided strategic positions in government agencies or state-

owned enterprises. 

Indonesia is currently working hard to combat corruption, particularly through the Corruption 

Eradication Commission (KPK). The commission attempts to not only educate society on the 

danger of corruption but also importantly enforce the Law on Eradication Crime of Corruption 

through investigations. These efforts have led to the arrest of high-profile people—including the 

former chairman of the Constitution Court, ministers, members of Parliament and even law 

enforcers such as police officers and prosecutors. Given the many challenges it faces, the 

commission is equipped with authorities to access financial information, freeze financial 

transactions and accounts, impose travel bans and tap wires. 
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Nevertheless, it seems that eliminating corruption in Indonesia is a long way off. The commission 

lacks resources8 and political will from the government. The biggest challenges come from the 

political powers represented in the House of Representatives as they continuously attempt to 

undermine the authority of the commission. For example, the House on several occasions 

attempted to remove KPK’s authority to tap wires, while in fact this is essential for the 

commission to detect any irregularities associated with corruption. This challenge can be easily 

understood since a number of the House members have been convicted in several corruption 

cases. The House of Representatives was recognised internationally as Indonesia’s most corrupt 

institution (Indonesian Transparency International, 2006). Moreover, with decentralisation 

expected, corruption practices are less likely to be reduced. Unfortunately, corruption is also 

decentralised. Local heads such as governors, mayors and regents gained more power during the 

reform era and tend to sustain corruption practices in their own regions. 

2.3.4. Economic Challenges  

While a potential increase in economic resources provides a stepping stone for Indonesia to move 

forward, this prospect presents a number of challenges. For instance, the demography dividend 

has provided an abundant productive-aged population yet the middle-income trap may put the 

country at risk. The trap is the situation that results when the increasing level of middle-class 

wages results in the country losing its competitive advantage in cheap labour. 

Another issue is inequality in development. The government strives to share the development 

outside Java Island, especially to the eastern part of the country. With the current focus on 

infrastructure development, the government’s attempt is shown by the preference to build basic 

infrastructure such as a highway in Sumatra Island and trans-roads in Kalimantan and Papua. 

Moreover, in terms of international trade in recent years, the value of Indonesia’s total imports 

seems to outnumber the value of total exports—creating a negative current account. This deficit 

puts pressure on the Indonesian currency in addition to the other external factors due to the 

country’s exposure to global financial circumstances. The significant devaluation of rupiah in 

1997 was engendered by the contagious financial crisis in several countries. Indonesia managed 

to maintain its financial sector stability and avoid another potential crisis in 2008. Despite 

increasing competitiveness in the global market, the drop of the currency against the US dollar 

                                                 
8 At the centre of KPK’s limited resources is the fact that corruption investigators employed in the commission are from the 
National Police and may maintain their loyalty to their original organisation. In some cases, it creates tension between KPK and 
the National Police. 
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is signaling a risk to the currency—particularly for US-denominated government and private 

debts. 

Although the current debt remains in the safe zone as discussed earlier, the government must 

manage it carefully to avoid jeopardising economic stability. Simultaneously, the government 

must enlarge its revenue base, particularly when its major source of revenue (generated from tax) 

has never achieved the expected target. While the tax ratio remains low, Indonesia has room to 

intensify the tax collection, but other sources of revenue are also expected. Accordingly, some 

non-tax revenues (including public asset utilisation) are expected to provide alternative cash 

inflows to fill the budgetary gap. 

The economic challenges call for an innovative response to exploit economic resources for the 

national benefit, and modernisation of public sector asset management is an attempt to fill the 

gap. The following section highlights the reform era that provided an opportunity for Indonesia 

to overcome most challenges and transform itself to become an advanced economy. 

2.4. Reform Era  
There are number of challenges Indonesia has coped with, as elaborated in the previous section, 

including the global financial crisis. Though the country has experienced several financial crises, 

the hardest one was undoubtedly in 1997. In the end Indonesia experienced not only economic 

but also social and political crises. This financial crisis brought about a considerable devaluation 

of the rupiah against the US dollar, high inflation and economic stagnation—prompting massive 

protests and demonstrations against Soeharto. On 21 May 1998 Soeharto tendered his resignation 

and the then Vice President BJ Habibie came to power as the new President. The significance of 

this event might be likened to independence in 1945, symbolising a new era with the emergence 

of a new democracy that paved the way for a broader transformation. 

The political reform was followed by an economic reform, where Indonesia undertook several 

structural adjustments. They were mostly prescribed by the IMF, which provided financial 

support to Indonesia to recover from the crisis. Included in the priority agenda was public sector 

reform, which will be further elaborated on in the following subsection. 

2.4.1. Public Sector Reform 

There would never be a single panacea to overcome the multi-dimension challenges previously 

described. However, reform in the public sector is a further key step to ensure that the political 

reform would leave large impacts on the nation. 



 

28 
 

Public sector reform is a global phenomenon. In the last four decades, many countries around the 

globe have undertaken this reform. The reform was pioneered by developed countries such as the 

United Kingdom, Canada and the United States, and subsequently others including the less 

developed countries followed. The reform was conducted in the hope of improving the 

effectiveness, efficiency and accountability of public service delivery. Despite the perceived 

opinion that the reform was closely linked with globalisation, due among other reasons to the 

fact supranational organisations such as the World Bank and OECD demanded it, implementation 

varies as different countries have different views on the reform. Furthermore, internal demand 

from various stakeholders is another important driver of the reform, particularly in response to 

poor performance of government. 

Public sector reform applies to many strategies, including deregulation, decentralisation, public 

spending cuts (particularly those related to social programs), privatisation, contracting out, 

replacement of input control by output control, management by results, performance 

measurement and accrual accounting system (Guthrie, Olson, & Humphrey, 1999; Hood, 1995a; 

van Helden & Uddin, 2016). Some strategies are acknowledged as supporting governments in 

pursuing fast development. These paved the way for the rise of a market-led development, where 

the market dictates the development more than the states do (van Helden & Uddin, 2016). The 

implementation of business-like management in the public sector setting might be supported by 

the idea that the private sector is believed to be able to leverage the much-needed resources for 

greater efficiency and timely investment (Abednego & Ogunlana, 2006; Wibowo & Mohamed, 

2010). 

However, it should be noted that implementing private practice in the public sector settings may 

not result in expected outcomes. The new practice can even increase costs without providing 

substantial benefit (Mayston, 1993). Mayston also points out that the danger of incorporating 

private sector management into public sector practice is that the private sector has its own 

problems and these should not be copied right away into public sector reform. Likewise, 

immediate duplication of the so-called innovation may not be successful without considering the 

local context (Goddard & Mkasiwa, 2016; Jayasinghe & Uddin, 2019; van Helden & Uddin, 

2016). 

In emerging economies, the reforms are mainly demanded by international donors as a 

consequence of financial assistance they provide to rescue the countries from the financial crisis. 

Following the Asian Financial Crisis in 1997, the governments of several Asian countries (South 
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Korea, Philippines, Thailand, and Indonesia) pledged to IMF to carry out a series of reforms 

aimed at removing the barriers to promote productivity, transparency and accountability, in 

return for the multi-billion dollars financial support packages (Harun, 2012). In another 

developing region of Africa, a number of countries also launched the reform to ensure the 

continuity of financial help from the IMF alongside the World Bank, which was instrumental in 

supporting poverty reduction (Lassou & Hopper, 2015; Mbelwa, Adhikari, & Shahadat, 2019; 

Nyamori, Abdul-Rahaman, & Samkin, 2017). Goddard and Mkasiwa (2016), for example, 

illustrate the struggle of Tanzanian Central Government to adopt budgetary reform to conform 

with exhortations from the WB and IMF. The reform which covered three initiatives: cash 

budgeting, medium-term expenditure framework (MTEF) and performance budgeting sought to 

demonstrate their ability in managing budget deficit and promoting efficiency.    

In the case of Indonesia, public sector reform was a consequence of multiple factors. In addition 

to the influence of global financial institutions, internal actors played an important role in 

supporting the reform and it can be seen from how they promoted accrual accounting 

implementation in public sector asset management. Their role and the way they respond to the 

change might be an interesting aspect that warrants further research. The idealism was there for 

a long time yet it was politically obstructed. An advantage emerged with the financial crisis in 

the late 1990s because this obstruction was removed and at the same time the pressures of 

external forces for public sector reform were amplified. The government signed a letter of intent 

as the requirement of receiving financial assistance from the IMF. The letter of intent included 

several measures, including deregulation and decentralisation. The deregulation appeared, for 

example, when the government decided to remove existing formal and informal restrictive 

marketing arrangements in certain trading areas (GoI, 1998). This measure intended to encourage 

domestic competition and expand the involvement of the private sector. The reform also scaled 

down the national government authority by giving greater autonomy to local administrations. It 

is a clear antithesis of the centralised mode of government during the Soeharto era. 

2.4.2. Public Financial Management Reform 

Reform in the public financial management area is at the centre of public sector reform. The 

emerging Indonesian economy has seen substantial growth with the help of its rich natural 

resources such as oil and gas. However, corruption and the low level of public sector governance 

were considered obstacles to national development. Indeed, the public finance practice in the past 

was far from adequate transparency and accountability. 
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Following the declaration of independence in 1945, public financial management practice was 

based on the 1864 Dutch Financial Administration Act inherited from the Dutch colonial era. 

Indische Comptabiliteitswet (ICW) Staatdsblaad 1925 or the Indonesische Comptabiliteitswet 

(Indonesian Government Accounts Law) regulated public financial management practice for the 

young republic. It was definitely inappropriate that it be continued any longer given recent 

developments, so a constitutional change was necessary. 

Public financial management reform in Indonesia was marked by the enactment of three packages 

of regulation, namely the 2003 Public Finance Law, 2004 Public Treasury Law and 2004 Public 

Audit Law. These new laws overcame several past problems in budgeting, treasury and financial 

audit. The 2004 Public Audit Law, for instance, empowered the Audit Board (BPK) and 

expanded its organisational structure to reach every single province. Prior to the reform, the Audit 

Board had only a few local representatives and limited resources. This circumstance hampered 

audit effectiveness. It differed from the government internal auditor (BPKP), which had 

representative offices in every province. This imbalance characterised the concentration of power 

in the executive (president) in the past, including in financial audit. 

In brief, there were a number of considerable changes in Indonesian public financial management 

practice resulted from this new regulation package: 

1. Paradigmatic change from financial administration to financial management. It is featured 
among others by the turning focus in budget expenditure on output and outcome instead of 
input. The implementation of performance-based budgeting complements the reform. In this 
regard, the national budget should be formulated while simultaneously ensuring that the 
output, outcome and impact conform with strategic goals. 

2. Clearer separation of responsibilities among executives, where line ministers act as chief 
operating officers and the finance minister is the chief financial officer. It provides a greater 
authority in budget implementation for the line ministers and concurrently greater 
responsibility as well. 

3. More concern for long-term development. In this vein, the annual working plan and the 
national budget should be prepared in accordance with long-term (25 years) and medium-
term (5 years) development plans. 

4. Independent audit by the Audit Board as previously discussed. 
5. Accounting reform, which is elaborated on in the following part of this thesis. 

The above description explains the massive transformation at play globally that influenced the 

emergence of public sector reform and public financial management reform in Indonesia. The 

reform implies the adoption of international best practices that were initiated in advanced 

countries and subsequently spread all over the world. The appearance of international institutions 
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such as the World Bank, IMF, ADB and OECD, which demanded the changes, also magnified 

the trend. Furthermore, political reform in the aftermath of the fall of Soeharto was a dramatic 

turning point and paved the way for broader reforms. All these factors are institutional forces 

(structures) that must be taken into account in elaborating on the reform process in Indonesia. 

However, the role of agents of change should not be neglected. In political reform, the story 

might have been different if the university students were silent and did not fill the streets for a 

mass protest against Soeharto. It was history repeating. The Indonesian youth played a critical 

role when Indonesia endured the independence proclamation (1945) and the establishment of the 

New Order (1965). Likewise, the reform displays the contribution of reformers within the 

Ministry of Finance that led to public financial management reform in Indonesia (Harun, 2012). 

Especially for accounting change that characterises the Indonesian public financial management 

reform, it was carried out through the adoption of accrual accounting which was subsequently 

implemented among others in the way the government manage public assets. The focus on this -

examining the impact of accrual accounting- renders my research rather distinct among prior 

works on public sector accounting reforms. Previous research have discussed complex 

interaction among various institutional, cultural  and administrative factors in the implementation 

process (Mbelwa, et al., 2019; van Helden & Uddin, 2016), but relatively little is known about 

the implication of the accounting change on a specific area such as public sector asset 

management, particularly when it leads to another complex interaction among agents involved. 

2.5. Public Sector Accounting and Assets Management 
The previous section showed that accounting reform is an important feature of public sector 

reform. The Ministry of Finance is responsible for public sector accounting. As public sector 

accounting is the heart of the study’s context, it is important to present an in-depth description of 

the organisation.  

The Ministry of Finance is a high-profile branch of the Indonesian Government executive and is 

widely recognised as the bureaucracy reform leader (MoF, 2009). Its significance is indicated by 

recognition in the Constitution of its field. Not every ministry in Indonesia has this privilege. 

Along with other ministries in the economic field (such as the Ministry of Trade and the Ministry 

of Industry), the Ministry of Finance plays a central role in the Indonesian economy and is the 

most important actor in that it is in charge of coordinating the national budget and as treasury 

activities. The ministry’s broad portfolio covers strategic areas—namely fiscal policy, budgeting, 

taxes, customs, treasury, asset management, and accounting and reporting. It is important to 
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mention the role of the then Finance Minister, Sri Mulyani Indrawati who served in 2006-2011, 

in reform implementation.9 In light of the focus of this research , the following part outlines the 

ministry’s tasks specifically on accounting and asset management. 

With respect to bureaucracy reform mentioned earlier, the ministry underwent several 

organisational restructures over the past years to adjust its role with the challenges it was facing. 

Reinventing the organisation was one of three priorities of ministerial bureaucracy reform. The 

other two were business process improvement and human resources management enhancement 

(MoF, 2009). In the past, the ministry accounted for much broader responsibilities because it also 

covered the duties of government internal audit and capital market supervision. Later on, the first 

function was separated by the establishment of the government internal auditor (BPKP) that is 

independent of any particular government bodies. The latter authority was removed with the 

establishment of the Financial Service Authority (OJK) as mandated by 2011 Financial Service 

Authority Law. The authority was founded through a merger between the capital market 

supervisory unit under the ministry (famously known as Bapepam) and the Banking Supervisory 

Unit, previously under the Bank of Indonesia. With the same logic, there is currently a 

widespread aspiration to separate taxes from the ministry in order to catch up with the growing 

challenges in revenue generation. Detail of its current units is as follows: 

1. Secretariat General (supporting unit) 

2. Inspectorate General (the ministry’s internal auditor) 

3. Directorate General of Budget (the national budget preparer) 

4. Directorate General of Taxes (tax collector) 

5. Directorate General of Customs and Excise (tax collector on international trade) 

6. Directorate General of Treasury (treasury management) 

7. Directorate General of Public Assets (assets management) 

8. Directorate General of Budget Financing and Risk Management (debt management) 

9. Directorate General of Fiscal Balance (fiscal sharing between the national government 

and local administration) 

10. Fiscal Policy Office (fiscal policy formulation) 

                                                 
9 An influential economist, Sri Mulyani was initially appointed as the Minister of National Development Planning by the then 
President Susilo Bambang Yudhoyono prior to her appointment as the Finance Minister back to 2006. A long dispute with several 
high-profile politicians due partly to the accusation that she was involved in the rescue of a mismanaged private Century Bank 
led to her being ousted from the office in 2011. After serving with the World Bank as Managing Director in Washington DC, she 
returned to her previous position in 2016 when President Joko Widodo realised he needed a strong figure to lead the economic 
team in facing economic turbulence. Her achievements are widely recognised and evident in her nomination several times as 
regional best finance minister. 
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11. Finance Education and Training Agency (internal education and training) 

Of the above units, four are considered large organisations because—unlike the rest, which are 

merely seated in the Capital—they have representative offices nationwide in response to the 

necessity to provide public service on a wider scale. They are the Directorate General of Taxes, 

Directorate General of Customs and Excise, Directorate General of Treasury and Directorate 

General of Public Assets. Their regional offices cover one or more provinces, while the 

operational offices are at the city/regent level. In terms of employee numbers, the ministry is 

among the largest government agencies. It currently has approximately 62,000 employees, of 

which half belong to the Directorate General of Taxes. 

Furthermore, accounting and reporting tasks at the national level are run by a directorate in the 

Directorate General of Treasury. In 1988 a unit in charge of accounting tasks emerged in the 

formation of the Directorate General of Public Financial Accounting, which in 1993 was 

transformed to become the Public Accounting Agency. Following the reform in 2003, accounting 

was classified as a treasury responsibility and the agency was therefore merged into the 

Directorate General of Treasury. 

The accounting unit played a crucial role in the Indonesian accounting reform process. Some of 

its key people also drove the Government Accounting Standards Committee (KSAP) since its 

establishment. The committee is an independent body authorised to set up the accounting 

standards for government, yet its membership includes government officials in addition to 

academics and professional accountants. 

The main job of the Directorate of Accounting is financial accounting and reporting, particularly 

preparing the consolidated annual financial statements of the National Government. In this 

arrangement, the directorate collects and consolidates financial reports from all line ministries 

and non-ministerial agencies. The financial bureau of each line ministry and non-ministerial 

agency prepares its financial reports. The financial bureau is an echelon 2 unit usually under the 

secretary. Furthermore, the Directorate of Accounting prepares the Government Finance 

Statistics (GFS), which contain more macroeconomic figures. Nevertheless, the directorate does 

not pay much attention to management accounting. Due to the nature of this branch of 

accounting, every government agency is given some flexibility on their own management 

accounting system. 
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For asset management, the task belongs to the Directorate General of Public Assets. The 

directorate general is the key actor in public asset management reform discussed in this thesis. 

Chapter 6 will elaborate more on the organisation. 

2.6. Summary 
This chapter began with a description of Indonesia at large as well as its problems and challenges 

to enable the reader to understand the context of this study politically and economically. While 

this research is around public sector accounting and asset management reform, it is important to 

outline broader public sector reform including in the area of public financial management 

because of its influence on accounting and asset management practice. The public sector reform 

in general was presented prior to finally elaborating on the organisation of the Ministry of 

Finance—the central site of this research—and specifically providing an organisational 

description of public sector accounting and public sector asset management functions. These two 

areas (public sector accounting and asset management) are the main theme of the literature 

reviewed in the next chapter. 

Some contextually critical issues deserve to be highlighted. These include the challenges of 

presenting a sustainable national budget that will stimulate economic development, continuing 

the struggle to combat corruption and resolving the occasional internal government conflict. 

These three issues influence the adoption and implementation of accrual accounting in public 

sector asset management and accordingly must be considered in the discussion.  
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CHAPTER 3: LITERATURE REVIEW 
 

3.1. Overview 
This chapter examines relevant prior studies and clarifies the position of my current research. My 

current research is primarily situated in the literature of accrual accounting in the public sector, 

especially asset management, and the literature of Indonesian public sector accounting. 

Accordingly, this chapter is divided into five main sections. Firstly, it presents the literature of 

accounting practice in Indonesia because it is closely related to the previous chapter. Secondly, 

it reviews the literature review of accounting changes from the perspective of global structural 

arrangements. The section shows that Indonesian accounting reform should not be separated from 

global changes. Thirdly, it turns to earlier studies on public sector accrual accounting. The accrual 

accounting section focuses first on the broader philosophy of bringing private sector management 

style under the banner of the New Public Management (NPM). NPM is a contemporary model 

that evolved in the field of public administration to encourages government management style to 

resemble that of the private sector. The section continues with a review of the interaction between 

structures and the agents behind the transformation process, and occurences of post-accrual 

accounting. A more focused review of how accrual accounting works in public sector asset 

management, which is at the centre of this study, subsequently follows. Fourthly, this chapter 

strives to address another important topic: the role of accounting in the wider transformation. 

Therefore, it includes previous studies on this topic are included. Fifthly, based on the review, it 

shows the potential of this study to fill the gap in existing literature. In essence, this chapter 

explores the literature on accounting changes into international best practices (in this case accrual 

accounting) into a different landscape where the key actors have their own interests. 

This thesis concentrates on the application of accrual accounting to public sector asset 

management, so public sector asset management literature is important and is where this thesis 

is situated. At this point, I should clarify two things. First, despite the broad coverage of assets, 

the term ‘asset’in public sector asset management refers specifically to real property or capital 

assets. Consequently, a discussion on how accrual accounting is used in public sector asset 

management (fourth section), focuses merely on capital asset accrual accounting. Second, as far 

as I observe, the literature of public sector asset management is concerned with management and 

technical issues. Although the literature recognises the important role of accrual accounting in 

public asset management, it lacks further description on how it works. The discussion concerning 
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this issue is included in the fourth section of this chapter (accrual accounting in public sector 

asset management). 

3.2. Accounting in Indonesia 
Accounting has been practised in Indonesia since long ago. Despite the likelihood that it has been 

used since as early as the 7th century (Muslim period) or even the 4th century (Hindu period), 

evidence shows that the establishment of bookkeeping started in the era of the Dutch colonialism 

(Sukoharsono & Gaffikin, 1993). There are a few studies tracing accounting history to before the 

Dutch era—for example, to the golden age of Singosari Kingdom10 (Sukoharsono & Lutfillah, 

2008), ancient Bali (Budiasih, 2016) and the Majapahit Kingdom11 (Lutfillah, Sukoharsono, 

Mulawarman, & Prihatiningtias, 2015). These studies explore the accounting practices of the 

ancient era, but the practices were seemingly limited to simple recording of agriculture 

commodities and annual tributes paid to the king. During Dutch colonisation, a reliable record 

system was established because it was crucial to manage and administer wealth accumulated 

from the trading monopoly. During that time, accounting became an administrative tool to 

support Dutch economic policy (Bastian, 2006). 

In the recent times, particularly in the last four decades, Indonesia has been driving accounting 

reform as part of a broader policy of national development and international competitiveness. 

The lack of accounting standards in the past rendered the country vulnerable to wrongdoing in 

financial reporting12. During the mid 1980s, Indonesia saw a number of accounting scandals, 

mostly connected with then President Soeharto’s family (Rosser, 1999). These cases forced the 

government to improve the quality of financial reporting requirements for the capital market. The 

reform is typical of a country that is developing its capital market and also the case with emerging 

economies (Ghio & Verona, 2015). Accounting standards have since evolved and more recently 

have been harmonised with international standards (IAS/IFRS)13. The standards have increased 

the degree of comparability and transparency in Indonesian companies’ financial reporting yet 

simultaneously indicate an inevitable choice to comply with the global convergence process 

(Arnold & Sikka, 2001). It is worth noting that before formal harmonisation, Indonesian firms 

                                                 
10 The Singosari Kingdom was a Hindu–Buddhist kingdom in East Java that existed in the 13th century. It preceded the emergence 
of the Majapahit Kingdom. 
11 The Majapahit Kingdom was a Buddhist kingdom centred in East Java and considered the largest kingdom in the archipelago 
prior to the Islamic and Dutch eras. 
12 The first accounting guidance in 1973 had several technical weaknesses, but it was more than two decades before it replaced 
with new financial accounting standards. 
13 IAS (International Accounting Standards) was the standards developed by IASC (International Accounting Standards 
Committee). In 2001 IASB (International Accounting Standards Board) replaced IASC and developed IFRS (International 
Financial Reporting Standards), which since then have been effective as the accounting standards applied internationally. 
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dealt with insufficient accounting standards by adjusting their accounting practices and managed 

environmental changes by following accounting methods applied internationally or in the United 

States in particular (Sudarwan & Fogarty, 1996). 

In addition to interest to accounting reform in the private sector, accounting scholars’ interest 

goes to that in the public sector. Indonesian public sector accounting reform began in 2003–2004 

with the enactment of 2003 Public Finance Law and 2004 Public Treasury Law. One feature of 

the reform was adoption of accrual accounting at the national government level and in the local 

governments in provinces and municipalities. Public sector accounting reform has inspired the 

development of a substantial number of studies, most of which are written in Bahasa Indonesia. 

Studies in this field are mostly conducted at the local administration level—for instance, in East 

Java (Djamhuri, 2009; Sari, Djamhuri, & Kamayanti, 2014), Banten (Efendi, Dewi, & Gamayuni, 

2018), municipalities in Java Island (Aswar & Saidin, 2018), South Sumatera (Maimunah, 2015), 

Lampung (Hidayah & Zarkasy, 2017), and Central Sulawesi and West Nusa Tenggara (McLeod 

& Harun, 2014). It leaves the context of national government largely unexplored. These studies 

primarily address issues around government readiness for adoption, effect of human resources 

and culture on the policy and usefulness of accrual accounting. 

From observing the development of accounting reform in Indonesia in the private and public 

sectors, it appears that it is mainly driven by government. This circumstance resembles the state-

led development of van Helden and Uddin (2016), in which the state plays the most important 

role and, accordingly, state capital becomes the main development resource. A similar view is 

shared by Sudarwan and Fogarty (1996) concerning extensive government involvement in the 

economy and market competition. Government influence was due partly to its dominance in the 

creation of national wealth. As a consequence, while private entities relied heavily on the 

government, the accounting profession preferred to avoid any conflict with government 

regulation in setting accounting and auditing standards. It was an unhealthy environment for the 

emergence of self-regulation within the profession. 

Furthermore, Indonesian accounting reform is a dynamic process in which the key actors often 

had opposing interests. Key actors with opposing interests may have been the Ministry of Finance 

and the Ministry of Home Affairs or on a more macro scale the central and local governments 

(Marwata & Alam, 2006; Mimba, et al., 2013). This situation resulted in conflicting and changing 

directives, which were recognised as an obstacle to the implementation program (McLeod & 

Harun, 2014). When Indonesia adopts an accrual accounting system, some scholars argue that 
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this is because external pressures prevail (Hassan, 2015) while others claim that the key actors 

are Ministry of Finance bureaucrats. Rosser (1999) argues that the internal actors are not just a 

proxy for foreign interest but rather multifaceted entities responding to political and social 

change. While the government is the main actor in the reform, the change process is very dynamic 

because the government itself might not be homogenous. Rosser identifies the liberal technocrats 

from the Ministry of Finance and the Bank of Indonesia (the Central Bank) as the strong 

proponents of the reform who had to struggle against ‘politico-bureaucrats’—a small group of 

government officials who were engaged in rent-seeking activities amidst the lack of transparency. 

The use of a historical approach to explain the development of accounting practice informs the 

prominence of the Indonesian setting for accounting research. The striking aspect of the setting, 

particularly in the public sector context, is also characterised by the presence of multiple 

stakeholders with a different viewpoints on the reform. The next section will trace the reform as 

a global phenomenon, often envisaged as a continuation of the imposition of global forces on the 

less developed nations. 

3.3. Structural Adjustment 
The previous section illustrated the development of accounting practice in Indonesia, 

characterised by the harmonisation of public sector financial accounting standards with those of 

the private sector. One explanation for these accounting reforms in emerging economies is the 

influence of international forces. With this in mind, the World Bank, the International Monetary 

Fund (IMF) and others are central to promoting ‘the new technology’ embedded in the structural 

adjustment programs because they are part of the financial assistance they provide. In accounting 

research, emerging studies have covered the structural adjustment topic and they are mostly 

critical in tone. These institutional factors cannot be separated from discussion of this research. 

Therefore, I reviewed several works in this field to situate this study in the literature of structural 

adjustment. 

Structural adjustment programs attempt to drive emerging economies into the new world order 

so that they share a similar direction and discipline with advanced countries. It is therefore 

unsurprising that the new accounting technology that is part of the structural adjustment program 

for emerging economies is associated with international best practice (Alawattage, Hopper, & 

Wickramasinghe, 2007). These technologies range from accrual accounting to performance 

budgeting and cost-based pricing of services (van-Helden & Ouda, 2016). In financial reporting, 

it appears that an international standard has been established that includes a transparent 

accounting framework and consistent presentation of financial results (Arnold, 2012). 
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Nevertheless, transformation does not occur in a void but is interconnected with the political, 

social and cultural environment. Stiglitz (2003) argues in his newspaper article that ‘economic 

policies are not neutral, but ideological—and populist resistance to them is a rational response’. 

This perceived view might lead to the implementation of best practice that results in an 

unintended outcome (Dambrin, Lambert, & Sponem, 2007; Nor-Aziah & Scapens, 2007). Instead 

of successfully changing the cultural logic of the third world, it might induce tension and conflict 

within the organisation—particularly when organisational actors act and react to externally 

proposed transformation (Adhikari & Jayasinghe, 2017; Jack & Kholeif, 2008; Uddin & 

Tsamenyi, 2005). For example, Uddin and Tsamenyi (2005) demonstrate how budgetary control 

proposed by the World Bank was less effectively implemented in Ghanaian state-owned 

enterprises because the companies strove to maintain their independence from a supervisory 

commission established by the international lender. Equally, this complex interaction requires 

that the new method be adjusted for the local cultural context (see for example Efferin & Hopper, 

2007; Wihantoro, Lowe, Cooper, & Manochin, 2015). In some cases, the newly adopted method 

is even dominated and marginalised (see for example Wickramasinghe & Hopper, 2005; 

Wickramasinghe, Hopper, & Rathnasiri, 2004). Importantly, Caramanis, Dedoulis, and Leventis 

(2015) argue that externally induced accounting reform does not always benefit adopting 

countries. 

A study of bureaucratic reform in the Indonesian Government Directorate General of Taxes 

provides an interesting example of a conflict that emerged in the public sector between two forces 

(Wihantoro, et al., 2015). The IMF-promoted bureaucratic control conflicted with Javanese 

culture. The tax reform resulted in the country no longer being dependent on oil revenue and was 

a success story for structural transformation. In other countries, the policy did not always result 

in the expected outcome (see for example Bush & Maltby, 2004 in a West African nation). Of 

particular interest regarding the transformation of the Directorate General of Taxes was Weber’s 

idea. It inspired bureaucratic reform but conflicted with the Javanese principle of family and 

hierarchy. Javanese culture is dominant in the context of Indonesia for at least to two reasons: 

Javanese is the major ethnicity and most of the population is concentrated on Java island. While 

administrative decisions under the modern system are supposed to be made objectively and 

‘without regard for persons’ (Morand, 1995 as cited in Wihantoro, et al., 2015), the reverse 

happened in the directorate general. The attempt to create a healthy climate of competition among 

employees and to enforce discipline was ineffective because the principle of togetherness or 

collectivism was strongly held within the organisation. Also, performance evaluation did not 
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work as intended and became merely ceremonial. This circumstance was because promotion and 

appreciation awards were less likely to be based on merit. Everyone within an office and even 

taxpayers were regarded as a large family, but the reform aimed to limit interaction between tax 

officers and taxpayers. Nonetheless, the Directorate General of Taxes managed to sustain the 

reform and sees its role as increasingly important nowadays. 

This example demonstrates that the relationship between best accounting practice and its 

environment is complicated. The complexity is due partly to the fact that Western technology is 

not invariably well suited to the local culture (Tsui, 2001). Generalising implementation of this 

system may have an unintended result. Tsui (2001) also found that modern technologies such as 

budgetary participation, a management accounting system and managerial performance can work 

well in Western countries, but it may not be the case in other environments. For example, in the 

Chinese community different values are exercised. 

While the above disagreement might not derail the organisation’s orientation, more ideological 

conflict can be seen in the example of the Fiji Development Bank. A contradiction arises between 

the economic management concept and attempts to preserve indigenous community (Alam, 

Lawrence, & Nandan, 2004). Colonialism is generally characterised by the displacement of 

indigenous people from their land. However, colonialism in Fiji is different because Fijian people 

were protected and privileged by the colonial ruler—which aimed to gain value from the land. 

This protection was regarded as necessary partly because the British Commonwealth initiated a 

mass flow of Indian immigrants to be employed in the huge-scale sugar industry in Fiji. In 

addition, land is secured to preserve native interest, limiting the prospect of foreign investors 

owning land. This biased policy impinges upon the practice within the Fiji Development Bank. 

The bank was established to facilitate Fijian economic development, focusing on agriculture, 

commerce and industry. The bank privileges Fijian indigenous people through special loans with 

relaxed terms and conditions. This policy conflicted with profitability being the top priority of a 

financial institution. The impact was serious. Management control (part of the policy) contributed 

to increasing tension between indigenous Fijians and other ethnic groups. The international donor 

(the Asian Development Bank) applied pressure and the government stopped channeling 

financial support to the bank. After this the language of profitability was embedded in the daily 

operations of the bank, which contradicted its developmental role. 

Scholars such as Bakre (2008) hold a more extreme view. They claim that the imposition of 

Western accounting is another form of post-colonialism and external/foreign involvement faced 
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by developing countries. In the name of promoting sustainable economic development, 

transnational financial institutions such as the World Bank and the IMF have actively taken part 

in improving less developed countries by reinforcing market-friendly reforms. They advocate 

market-based reforms—commonly referred to as structural adjustment programs—to resolve 

various structural problems such as poverty and corruption. Improving governance, decision 

making and public accountability are of priorities of the reform. It is then assumed that 

government is part of the problem and accordingly its role is reduced to give market forces larger 

space to flourish (Sian, 2007). This claimed agenda has downsides. For example, less-developed 

countries lose control over their own resources and become trapped because they need foreign 

capital, and this creates an exploitative relationship (Bakre, 2008). Therefore, according to these 

scholars, the development of a modern accounting system in developing countries should be seen 

as a continuing external influence over the country, particularly of the neo-liberalism promoted 

by the World Bank, the IMF and big accounting firms (Hopper, et al., 2009), rather than a 

promotion of effectiveness and efficiency or rational control and democratic accountability 

(Akbar, Pilcher, & Perrin, 2012; Hopper, et al., 2009). In this sense, Annisette (2004) argues that 

the ultimate objective of the World Bank is to sustain capitalism and that it hides this behind the 

development projects it provides to developing nations. 

Another form of best practice prescribed to emerging economies that repeatedly has unexpected 

impacts is privatisation of state-owned enterprises. For instance, the privatisation of a 

Bangladeshi soap company was intended to bring about transparency but saw the controlling 

family keep financial information secret. The family even ceased providing the external reports 

required by company law and stock exchange regulations (Uddin & Hopper, 2001). They may 

have done this to mask financial transaction irregularities and illegal tax avoidance. Workers 

were also victimised as the new system destroyed the internal state and internal labour markets. 

Another example is from Sri Lanka. Despite initial success following privatisation of a Sri 

Lankan telecommunication company, the new Japanese management was eventually removed 

after employees rejected them. It paved the way for the return of the former Sri Lankan 

bureaucratic management (Wickramasinghe, et al., 2004). The parliament supported the removal, 

demonstrating how it was implicated in political dynamics. This case is similar to another 

example of privatisation, in a Sinhalese village. Privatisation was initially successful and 

improved performance (through commercial budgeting practice), but it conflicted with local 

political culture and was rejected by workers. It resulted in a return to the old system 

(Wickramasinghe & Hopper, 2005). 
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The review of structural adjustment literature suggests that accounting is an integral tool for 

delivering effective rearrangement policy, financial accounting, financial reporting and 

management accounting. The aim of structural adjustment is to transform emerging economies 

so that they are more disciplined and hence governable. The adjustment in the area of financial 

accounting and reporting is mostly conducted in the private sector context. This trend could be 

associated with the potential of the private sector to make consistent the way private corporations 

report and communicate performance to their stakeholders. Standardisation of commercial 

financial reporting allows the providers of resources to monitor their investments across the 

globe. In the public sector accrual accounting is also promoted as best practice by the 

international community. However, little attention is given to situating the policy in the context 

of structural adjustment. This thesis attempts to fill the gap by viewing public sector financial 

accounting reform from the perspective of structural adjustment. 

3.4. Accrual Accounting in Public Sector Asset Management 
The preceding sections have reviewed the literature of two different streams: nationally-bounded 

accounting practice in Indonesia and globally-wide structural changes. Now it is time to turn to 

a more thematical review of accounting literature. 

Public sector accrual accounting is an attractive topic in accounting research and has resulted in 

a large number of studies. Initially the research examined technical issues in public sector accrual 

accounting. More recently greater attention has been paid to key topics around the dynamic 

process of the institutionalisation of accrual accounting, key actors and implications (Jones & 

Puglisi, 1997; Kobayashi, Yamamoto, & Ishikawa, 2016; Kober, et al., 2010). Through 

implementing public sector reform initiatives, and like many developed and less developed 

countries, Indonesia has adopted an accrual accounting system to improve public transparency, 

accountability and decision-making processes (Carlin, 2000; Christensen, 2005, 2007; Harun, 

2007; Kobayashi, et al., 2016; Kober, Lee, & Ng, 2013). It has been argued that many emerging 

economies adopt accrual accounting because they seek legitimacy from powerful states and 

transnational organisations, in the context of increasing institutional complexity and 

interconnectedness of national and global forces (Aburous, 2018; Arnold, 2005; Chand & White, 

2007; Gallhofer, Haslam, & Walt, 2011; Guerreiro, Rodrigues, & Craig, 2012). 

My current study strives to enrich the literature, particularly in the context of public sector asset 

management—which remains underresearched. The first subsection below provides a systematic 

exploration of earlier general research on public sector accrual accounting. It covers the 
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philosophical background and driving forces of the adoption, implementation and impact of such 

a change. The second subsection turns to the more specific field of public sector accrual 

accounting in public asset management context that is the heart of this study. It is around the 

employment of accrual accounting on capital assets. 

Prior to the review of the selected literature, it is important to briefly highlight public sector asset 

management as the context of this research, given that the discipline has developed a vast 

literature as well (Grubisic, Nusinovic, & Roje, 2009; Kaganova, 2006; Kaganova & Telgarsky, 

2018; Mardiasmo, 2012; Peterson, 2006). Generally speaking, the literature focuses merely on 

real property or capital assets—such as land and buildings—which constitute considerable value 

in the balance sheet. 

According to Davis (2007), asset management is a continuous process improvement strategy for 

availability, safety, reliability and longevity of assets. It should be conducted in accordance with 

the organisation’s corporate goals and objectives. Strategic asset management should 

consequently address the importance of information quality. In addition, Cromwell and Speranza 

(2007) maintain that asset management is inherently a risk management process, and this has 

important implications for the quality of information required to support it. Another view defines 

asset management as a set of comprehensive processes covering finance, management, 

engineering, operations and maintenance that aims to achieve good results in effectiveness, 

utilisation and return (Mitchell et al., 2001 as cited in Mardiasmo, 2012). Based on these 

definitions, it is not surprising that the literature broadly discusses the management, governance 

and technical aspects of the public asset. It appears that asset valuation has become the preferred 

focus (Bond & Dent, 1998; Kaganova, 2012). Others are concerned with asset performance 

measurement. For example, Amaratunga and Baldry (2003) suggest that in measuring facilities 

management performance it is important to include indicators of managerial behaviour and 

various other measures of effectiveness in addition to traditional financial accounting. Likewise, 

Rasila, Alho, and Nenonen (2010) argue that the balanced scorecard can be used to improve 

facilities management strategies. Some also address the influence of the political dynamic on 

asset management practice. Kaganova et al. (2006), for instance, highlight how governments use 

asset management to symbolise power, status or presence. Hentschel and Utter (2006) also 

illustrate the close relationship between public asset management and politics, particularly 

political influence in government real estate decisions. 
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Despite acknowledging the influence of accrual accounting, the literature does not elaborate on 

how the influence is being transmitted or on the dynamic within the process. Therefore, through 

through the interpretive paradigm and structures–agents approach of this thesis, I expect to shed 

light on the impact of accrual accounting in public sector asset management across three different 

phases: adoption, implementation and internalisation. 

3.4.1. Public Sector Accrual Accounting 

Accounting scholars have studied various themes in public sector accrual accounting. They have 

primarily discussed the motive behind adoption, the process of change, implementation-related 

issues and the outcome. Scholars continue to seek evidence in the ongoing debate on the 

appropriateness of accrual accounting for the public sector, so study on the outcomes of public 

sector accrual accounting is expected to continue to thrive and become the focal point of future 

research. 

Another crucial observation of the previous literature of public sector accrual accounting is that 

most studies have been undertaken at the macro level (within the whole government) and have 

therefore addressed mostly general issues. They comprise studies in the context of central 

government. Examples include Baker and Rennie (2006) in Canada, Barton (2009) in Australia, 

Cohen and Karatzimas (2013) in Greece, Garseth-Nesbakk (2011) in Norway, Hassan (2015) in 

Indonesia, Likierman (2000) in the United Kingdom, Paulsson (2006) in Sweden, Lye, Perera, 

and Rahman (2005) in New Zealand, Olomiyete (2014) in Nigeria and Sevic (2004) in the United 

Kingdom. Meanwhile, several studies explored it in the context of local government. These 

included Ahn, et al. (2014) in South Korea, Arnaboldi and Lapsley (2009) in the United 

Kingdom, Bogt and Helden (2000) in the Netherlands, Carpenter and Feroz (2001) in the United 

States, Christensen and Yoshimi (2003) in Australia and Japan, Falkman and Tagesson (2008) in 

Sweden, Harun, et al. (2012) in Indonesia, Jagalla, Becker, and Weber (2011) in Germany, and 

Salvatore and Gesso (2013) in Italy. For all of these studies the context is the whole organisation, 

and they do not give much attention to a particular department or activity. As a consequence, 

they do not address the specific accounting processes or accrual accounting techniques. It could 

be argued that the study of public sector accrual accounting focusing on a particular context, or 

the meso level, and on one particular department or business process remains rare. The work of 

Pettersen and Nyland (2011) focused specifically on Norwegian hospitals, but this did not result 

in them closely observing accounting practices unique to the public health field. A few studies 

in the context of the education sector were similar (Agasisti & Catalano, 2013; Gigli & Mariani, 

2018; Upping & Oliver, 2012). There are few studies focused on the context of asset management 
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that address this specific setting. They include Marriott and Mellett (2009, 2011). Section 3.4.2 

(capital asset accrual accounting) highlights more literature that addresses the asset management 

setting. 

This study attempts to investigate how the adoption of accrual accounting affects the practice of 

public sector asset management. I identify three issues with respect to the literature of public 

sector accrual accounting that should be explored. The adoption of accrual accounting for the 

public sector means that it resembles private-style practice. Therefore, the impact in the public 

sector should be envisaged from the extent the private-like technique characterises the reforms. 

Therefore, I firstly trace accrual accounting as a method originated from New Public 

Management. Secondly, the focus turns to how accrual accounting is adopted and implemented 

in the public sector landscape. More specifically, it takes into account discussion on the 

interaction between structures and agents in the dynamic of such a decision. It is consistent with 

the aim of this study to consider the structures–agents relationship behind the imposition of 

accrual accounting on public sector asset management. Lastly, since this study intends to discover 

the impact of the policy, the review concentrates on previous studies that address post-adoption 

development where the adopting countries encountered mixed results in different degrees. 

3.4.2.1. New Public Management 

The decision to adopt accrual accounting in the public sector is made by government and is 

closely associated with the New Public Management (NPM) (Arnaboldi & Lapsley, 2009; 

Broadbent & Guthrie, 2008; Buhr, 2012; Christensen & Yoshimi, 2003). Buhr (2012) argues that 

accrual accounting is ‘an obvious and logical accompaniment to NPM’ (p. 290). Numerous 

countries across the world have taken this step in recent decades. The number is growing but the 

degree of adoption differs. NPM conceives of private sector management as having superiority 

over public sector administration and its philosophy is that a public organisation should act more 

or less like a private entity. Hence, it introduces to the public sector concepts such as value for 

money, cost efficiency, outputs and outcomes, and devolution (Broadbent & Guthrie, 1992; 

OECD, 1994; Pina & Torres, 2003). Hood (1995b) describes how NPM came to prominence 

when governments sought to remove differences between public sector and private sector 

practices so that the two would compete and be more disciplined in use of economic resources. 

NPM is therefore considered ideal to address governments’ lack of transparency, accountability 

and efficiency in use of taxpayers’ money. 
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In NPM-inspired public sector reforms, accounting inevitably plays a crucial role because it 

provides tools to document, measure and communicate the achievements of public service 

organisations on a monetary basis (Lapsley, 1999). The centricity of accounting in NPM has 

attracted numerous accounting scholars and marks the golden age for the development of public 

accounting research (Anessi-Pessina, Barbera, Sicilia, & Steccolini, 2016; Broadbent & Guthrie, 

2008; Hyndman & McKillop, 2019; Steccolini, 2019). There are two accounting bases, but cash 

accounting is definitely limited to supplying accurate financial information. Cash accounting 

records cash received or paid, so it falls short of showing a complete picture of economic 

activities. On the other hand, accrual accounting can show the full cost incurred from an activity, 

and this supports financial sustainability. Accrual accounting also allows an organisation to 

comprehensively present its assets and liabilities. In this regard, the type of accounting that is 

meant to be an essential feature of public sector reform is exclusively accrual accounting (Sevic, 

2004). Cash accounting cannot satisfy the need for reform or the NPM philosophy, whereas 

accrual accounting can. 

In the late 1980s public sector accounting began to move to accrual accounting. In the Australian 

state of New South Wales, in 1988 the newly appointed Premier, Nick Greiner, introduced 

accrual accounting as a part of his government’s policy to transform government to be more 

business-like (Ryan, 1998). Following that, accrual accounting was also rolled out by the 

Australian Government. Recent development of accrual accounting practice in Australia has been 

the harmonisation of two different accrual systems, GAAP (Generally Accepted Accounting 

Principles) accrual and GFS (Government Finance Statistics) accrual (Kober, et al., 2010). The 

latest is an accrual system promoted by the IMF to support macroeconomic analysis. At the 

national level, in 1992 New Zealand appeared to be the government to implement accrual 

accounting for its financial statements (Lye, et al., 2005). The United Kingdom, the United States 

and Canada are also considered early adopters of accrual accounting (Baker & Rennie, 2006; 

Buhr, 2012; Carlin, 2005). The United Kingdom adopted accrual accounting through a system 

called ‘resource accounting’. This system is slightly different because it started in one area 

through the creation of NHS (National Health Service) Trusts. These were originally planned for 

1998 but in 2000 the organisation’s financial reports were published with accrual features. The 

United States and Canada similarly postponed implementation of accrual accounting until 2001. 

Developing countries subsequently followed, with full support from international organisations 

such as the World Bank, IMF, Asian Development Bank and OECD (Adhikari & Garseth-

Nesbakk, 2016). Currently, most OECD members have implemented accrual accounting. 
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Professional accounting associations such as the IFAC (International Federation of Accountants) 

and the big accounting firms have also advocated implementation of accrual accounting 

(Hepworth, 2003; Sutcliffe, 2003). 

The movement to bring NPM and accrual accounting in particular to the public sector has not 

been without criticism. The challengers point out the sharp dissimilarities between the public and 

private sectors. The private sector is primarily characterised by its orientation to profit-seeking. 

On the other hand, the public sector does not intend to pursue profit. Public sector organisations 

also hold a much wider variety of assets that do not exist in the private setting—such as 

infrastructure, heritage assets and military assets (Carnegie & Wolnizer, 1995, 2008). Buhr 

(2012) compiled data from various sources and outlined the major characteristics of the public 

sector and how it differs substantially from the private sector—in terms of revenue and financing 

(having powers of taxation), spending and assets (dealing with non-exchange transactions), and 

stakeholders and accountability (facing broader accountability to a wider variety of 

stakeholders). These differences are a source of confusion in NPM implementation (Prabowo, 

Leung, & Guthrie, 2017). Olson, Humphrey, and Guthrie (2001) observe another consequence 

when the implementing country is trapped in an evaluatory scheme: the indirect and unintended 

cost of assuring efficiency and effectiveness increases and limits spending on the direct cost of 

public service provision. 

Despite this criticism, NPM in general and accrual accounting in particular have been central to 

public sector reforms in many countries. In this regard, the extent of the reforms in changing 

public sector activities should be of interest (Groot & Budding, 2008). 

3.4.2.2. Adoption Process 

The preceding section showed the close relationship between the adoption of accrual accounting 

and the goal of copying private sector management style in the public sector, under the banner 

of NPM. NPM has turned accrual accounting into a global movement. However, the motivations 

of developed and developing countries in deciding to adopt it are different. It is important to 

consider this motivational difference because it may determine the outcomes (Lapsley & Pallot, 

2000). Developed economies adopted accrual accounting seemingly for economic motives and 

to pursue NPM principles. For example, New Zealand introduced the policy in an attempt to 

recover from the difficult financial situation resulting from increasing public debt (Lye, et al., 

2005). Government overspending on subsidies, grants and incentives inflated this debt. 

Assistance from public accounts on cash basis did not allow proper financial analysis. Its 

adoption of accrual accounting enabled the NZ Government to provide a much more 
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comprehensive picture of its resources. In Australia, accrual accounting was adopted amidst 

public concern about efficiency and accountability of government operations. The policy was 

expected to better record and measure government spending (Christensen & Parker, 2010; Ryan, 

1998). Yamamoto (1999) confirms a similar rationale for the case in Japan, suggesting that 

accrual accounting was used as part of economic reform to help the country recover from fiscal 

and economic problems. Other advanced economies such as the United Kingdom, Canada, 

Germany, Netherland and Sweden had similar motives (Baker & Rennie, 2006; Bogt & Helden, 

2000; Brorstrom, 1998; Ellwood, 2002; Luder, 1993). 

The nature of the transformation process in the developed countries demonstrates that it was 

mostly internally driven. Because of that, the role of key actors receives more attention in that 

context. Adoption is typically facilitated by a change in administration, providing opportunities 

for the emergence of a new agenda. In 1984 power in New Zealand shifted from the National 

Party to Labour. This is considered the primary driver of adoption of accrual accounting in its 

budget and reporting system (Lye, et al., 2005). Likewise, its adoption in the Australian state of 

New South Wales occurred after the election of Nick Greiner as Premier (Ryan, 1998). This 

change in administration gave key actors the opportunity to rise and run their proposal. Key 

actors are typically government accountants, including those with long experience in the private 

sector (as was the case in New Zealand), yet the role of independent elements such as auditors 

and accounting professionals should also be considered (Baker & Rennie, 2006; Brorstrom, 

1998; Christensen, 2002, 2005; Christensen & Parker, 2010; Lye, et al., 2005). Christensen, 

Newberry, and Potter (2019) theorise this group of accountants, consultants and auditors as an 

epistemic community which influenced the perception development concerning the superiority 

of accrual accounting for public sector. In some cases, key actors competed with other agents 

with opposing interests. For example, in New South Wales, Australia, Treasury accountants were 

the key agents promoting accrual accounting. They confronted economists who were advocating 

Government Finance Statistics (GFS) derived from the IMF (Christensen & Parker, 2010). 

Nonetheless, cooperation between government accountants and accrual accounting advocates 

(like consultants) benefited the interests of both, ‘for private sector consultants seeking to 

influence government, and for public sector accountants seeking to reinforce their position and 

influence’ (Christensen & Parker, 2010, p. 260). 

The process is arguably not the case in developing countries, where the change is usually 

influenced by external institutional forces. For instance, Ghana and Fiji adopted accrual 

accounting in response to requirements of international donors (Sharma & Lawrence, 2008; 
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Shiraz Rahaman, 2009). El-Batononi and Jones (1996, as cited in Harun, 2012) present an 

identical case in another context, Sudan. Russia is similar. It embraced accrual accounting to 

comply with the IMF Code of Good Practices on Fiscal Transparency (Adhikari, Timoshenko, 

& Garseth-Nesbakk, 2012). The demand to adopt accrual accounting normally comes in a reform 

package. For example, in Nepal the United Nations and USAID promoted accrual accounting to 

facilitate the implementation of performance-based budgeting (Adhikari & Mellemvik, 2011). 

The close correlation between the adoption of accrual accounting and NPM philosophy found in 

advanced economies is barely seen in these developing countries. The literature suggests that for 

these countries what matters is not technical rationale but rather institutional factors, mainly in 

the form of donor demand. 

The observation on the institutional factors behind the adoption of accrual accounting, 

particularly in developing countries, coincides with accounting research turning to pay greater 

attention to non-technical factors such as institutional forces, key change agents, national or local 

cultural influence, political context and political legitimacy motive (Hopwood, 1984; Miller, 

1994; Potter, 2005). These factors might define the direction and determine whether accrual 

accounting is adopted. Hyndman and Connolly (2011), for instance, demonstrate how in the 

United Kingdom accrual accounting was embedded in the financial reporting and management 

accounting systems of the central government as expected, which distinct from a similarly 

accrual adoption, yet was less extensive in the Republic of Ireland. The authors attribute the 

difference to political and ideological drivers as well as to different cultural norms. 

The shift to take these factors into consideration has inspired scholars to employ sociological 

approaches to discover the phenomena, and institutional theory (DiMaggio & Powell, 1983; 

Meyer & Rowan, 1977) has apparently become a leading sociological framework for analysis. 

In general, institutional theory concerns how institutional forces shape an organisation’s policy. 

The theory helps scholars to understand that in many cases countries adopt accrual accounting to 

seek legitimacy from stakeholders—such as international organisations, other countries and other 

stakeholders (Adhikari & Mellemvik, 2011; Adhikari, et al., 2012). This motive also includes 

seeking acknowledgment from the national or federal government when the adopter is local 

government (Hoque, 2005). The forces the country deals with might be transmitted through 

political intervention and pressure from organisations the country depends on (coercive 

isomorphism), response to uncertainty (mimetic isomorphism) or influence from professionals 

and consultants (normative isomorphism). These forces eventually lead developing nations to 

take institutional isomorphism by adjusting their practice to the institutionally acceptable 
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structure. As such, reform in developing countries is perceived as symbolic rather than as a 

rational decision (Harun & Kamase, 2012; Hopper, et al., 2009). This response is not exclusively 

that of developing countries. In developed countries, institutional forces may appear in different 

forms and the change is less likely to be driven by coercive isomorphism (Baker & Rennie, 2006; 

Brorstrom, 1998; Christensen, 2005). For example, Carpenter and Feroz (1992)  present the 

legitimacy pursuance motive in the case of the adoption of GAAP (Generally Accepted 

Accounting Principles) by New York State. Non-coercive isomorphism was also seen during the 

early adoption of accrual accounting by the NSW Government in Australia. Active and rigorous 

work by consulting firms that related their service to the internationally accepted practice led to 

the NSW Government’s commitment to implementing accrual accounting (Christensen, 2005). 

The focus on institutional forces, particularly in the context of emerging economies, overlooks 

the role of agents of change. Agents were considered to have made little contribution to the 

transformation process. Despite the perception that such countries are inclined to conform to 

external pressures in the reform process, assuming this is the only driver is misleading. In fact, 

multiple stakeholders take part in the process of implementation. These stakeholders include 

political figures and agents of change (such as accountants and economists) either inside or 

outside the administration. As Ryan (1998) argues:  

… ideas come from many sources, and what is important is the climate of ‘receptivity’ 
that allows ideas to take hold. There is no one actor or event which determines a policy 
outcome. Items rise onto agendas due to several factors coming together at a given time, 
and not to the effect of one or another of them singly (p. 534). 

Therefore, a policy outcome is affected by several factors coming together, including institutional 

elements and the role of agents. Without taking the dynamics into account, there is a risk of 

treating accounting change in such countries homogenously (Ahn, et al., 2014). 

The attempt to account for agent reactions could be seen in several studies despite their use of 

the institutional approach. Oliver (1991) argues that the responses can be in the form of 

acquiescence, compromise, avoidance, defiance and manipulation. Carpenter and Feroz (2001) 

use Oliver’s categorisation to explain the reaction of four US state governments to institutional 

pressures to adopt GAAP. The key accounting bureaucrats in New York and Michigan used 

‘compromise’ as their strategy. The preferred strategy is reflected in the expectation that GAAP 

adoption could influence power relations in the political budgetary process. In Ohio, two camps 

contradicted each other—accounting bureaucrats ‘defied’ the pressures but the policial 

leadership endorsed the ‘acquiescence’. Despite holding more power, the elected politicians had 
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to alter the organisational strategic response as a result of the accountants’ standpoint before they 

could resume the ‘acquiesce’ strategy. Meanwhile, Delaware employed a different approach, 

with the ‘manipulate’ strategy. The state created other structural pictures (such as reporting its 

conformity with GAAP in a nationwide survey, having CPA (certified public accountants) on its 

accounting staff and having an effective cash management system) to play the legitimising ritual 

and convince the financial community yet in the end did not to follow GAAP. 

In the context of public sector accrual accounting in developing countries, it has become evident 

recently that agents act and react to change implemented in conjunction with changing 

institutional forces (structure). In the broader context, discourse concerning the relationship 

between structures and agents has been prominent. For instance, Kilfoyle and Richardson (2011) 

studied the discourse of structure–agents in the budgeting field. In public sector accrual 

accounting research, there are few studies taking this path including Adhikari and Garseth-

Nesbakk (2016) and Ahn et al. (2014). Adhikari and Garseth-Nesbakk (2016) identify the role of 

actors in the institutionalisation or deinstitutionalisation of public sector accounting reforms 

where their involvement at different levels shapes the outcome and that it varies in different 

organisations. Their work strives to explore the voice of accountants to capture the dynamics 

behind institutionalisation of accrual accounting. Ahn, et al. (2014) also show that the advocacy 

of a civil society group and the ambitions and ideology of key actors were influential in the 

decision of South Korean local governments to adopt accrual accounting. It is problematic to 

neglect the influence of local context and in particular local agents in the process of adoption. 

This view is in line with the argument of Harun (2012), that the transformation to accrual 

accounting is contingent upon geographical, social, political and historical context. From this, it 

can be understood that both structure (institutional legitimacy) and agency (key actors) are 

important in adoption of accrual accounting, and this indicates the need for further study to reveal 

their interaction in accounting change. 

This thesis seeks to examine the interaction between structures and agents in the accounting 

change process. However, the investigation takes place in the particular setting of public sector 

asset management. As the setting is a subsequent level of macro-level policy, it provides a space 

for exploration of the effect following the macro-level adoption of accrual accounting. It is thus 

necessary to include the literature review on post-adoption impact in this subsection. 
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3.4.2.3. Post-Adoption Effect  

Accrual accounting is adopted in the public sector because of its presumed advantages. 

Therefore, one might wonder whether the advantages are evident post-adoption. Many studies in 

the field focused their concern on the suitability of having a private-style system incorporated 

into a different environment. Some argue that the adoption of accrual accounting should benefit 

managerial decision-making, particularly to provide full cost accounting information on public 

services (Blondal, 2003; Likierman, 2000; Mellor, 1996). In addition, McCulloch and Ball (1992) 

emphasise that accrual accounting is integral to overall management change. Comparability is 

another issue—similar methods will result in the public and private sectors producing 

comparable financial reports, thus facilitating cross-sector competition. Given that international 

bodies (such as the IMF and IFAC) are the promoters of the adoption of accrual accounting in 

the public sector, it is not surprising that many of their studies favour the policy. For example, 

the OECD writes that the benefits of accrual accounting are to: 

… reflect and provide the basis for accountability for the additional flexibility provided 
to public sector managers, underpin objectives for a more competitive approach to public 
sector provision, facilitate more efficient and effective resource management, improve 
accountability by extending the notion of performance beyond the use and application of 
cash, and provide a longer term focus on the effect of government and management 
decisions (1993, p. 18). 

A number of studies are considered proponents of public sector accrual accounting (Anessi-

Pessina & Steccolini, 2007; Carpenter & Feroz, 2001; Chan, 2003; Mellor, 1996; Pendlebury & 

Karbhari, 1998). 

On the other hand, the said advantages have been criticised as dogmatic, emotive and having a 

lack of evidence (Carlin, 2005; Lapsley, Mussari, & Paulsson, 2009). Guthrie (1998) argues that 

the likelihood of accrual accounting capturing the full allocation of cost to outputs is limiting the 

idea of performance. Others (Barton, 2009; Robinson, 1998) cite technical problems such as 

output measurement difficulty and the concept of assets as shortcomings in implementing accrual 

accounting for public sector activities. The assertion that public sector accrual accounting is 

positive for the management process and control is challenged as inaccurate (Laughlin, 2012), 

confusing (Guthrie, 1998) and not articulated in the literature (Hyndman & Connolly, 2011). A 

large group of scholars are in doubt of the advantages of accrual accounting in the public sector 

(Arnaboldi & Lapsley, 2009; Barton, 2003; Becker, Jagalla, & Skaerbaek, 2014; Carnegie & 

Wolnizer, 1995; Guthrie, 1998; Humphrey, 2005; Monsen, 2008; Newberry & Pallot, 2006; 

Paulsson, 2006; Stanton & Stanton, 1998). 
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Like those in favour of public sector accrual accounting, some of its opponents are argumentative 

in nature. However, some managed to provide empirical evidence (Hassan, 2013). In studying 

public sector accrual accounting it is challenging to provide hard evidence due to the nature of 

long-term effects (Pallot, 2001). Apart from the ongoing discourse against the presumed 

advantages of public sector accrual accounting, unintended implementation consequences 

characterise the post-adoption period. The literature observes several conundrums in the 

implementation of accrual accounting in not only emerging economies but also more developed 

countries. Several studies conclude that the implementation of accrual accounting is burdensome 

and costly (Ezzamel, Hyndman, Johnsen, Lapsley, & Pallot, 2005; Jones & Puglisi, 1997; 

Webster & Hoque, 2005). Lack of technical capacity appears to be the main hindrance of 

effective implementation. In their work, Falkman and Tagesson (2008) found that the lack of 

competence of those preparing for accrual-based financial statements caused the gap in 

implementation of accrual in Swedish local governments. Equally, Harun (2012) explains that 

the limited institutional capacity and involvement of stakeholders led to the muted impact of 

accrual accounting in the public sector. Limited capacity is considered the source of limited use 

of accrual information. Connolly and Hyndman (2006) found in their study of Northern Ireland 

that accrual information was used in high-level management discussions but not at the 

operational level. In the Swedish Government accrual was utilised for management purposes but 

rarely taken into account in budgetary and policy-making processes (Paulson, 2006). A parallel 

in underuse of accrual information was also found in the Netherlands (Bogt & Helden, 2000). 

Kober, et al. (2010) also showed the limited use of accrual information for internal purposes. 

This problem led to variations in implementation (Blondal, 2003) and advice particularly for 

developing nations to be mindful in implementing accrual accounting (Athukorala & Reid, 

2003). 

As the debate concerning the impact of accrual accounting continues, more empirical research is 

needed—not only technically but also from a broader perspective. Departing from this, Carlin 

(2005) moves forward by offering an alternative theoretical lens to look at the phenomena of 

accrual accounting adoption in the public sector. In line with Mellor (1996), who argues that 

accrual is not an end in itself, Carlin argues that ‘the role and impact of accrual accounting is 

better understood as forming one part of an interconnected chain of reforms to public financial 

management techniques’ (Carlin, 2005, p. 320). Kober, et al. (2010) also argue that accrual 

accounting is essential to mediate the implementation of several initiatives in public activities, 

such as contracting, purchaser–provider arrangements, user charging and private sector 
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participation. This view reinforces the tight connection between accrual accounting and the NPM 

agendas described previously in this chapter. In fact, some scholars have associated accrual 

accounting with privatisation and neo-liberalism (Newberry & Pallot, 2005, 2006). It is an 

alternative perspective for the investigation of post-accrual accounting adoption, and therefore a 

more detailed empirical research is recommended (Christensen, 2007). The suggestion to deeply 

understand the impact of accrual accounting is consistent with a call for further study in what is 

the currently less exposed area of public sector management accounting (van Helden & Uddin, 

2016) to show how the interaction among variables will define the actual accrual practice. The 

position of this study on the impact of accrual accountingwill be outlined in the research gaps 

section. 

3.4.2. Capital Asset Accrual Accounting 

The focus of this study is not the adoption of accrual accounting in general but public sector asset 

management in Indonesia. In the past, the two organisations that set accounting standards— 

IASB (International Accounting Standards Board) for private sector and IPSASB (International 

Public Sector Accounting Standards Board) for public sector—defined ‘asset’ differently. IASB 

used ‘enterprise’ and IPSASB used ‘entity’ to refer to the asset control holder. IPSASB also used 

‘service potential’ for the expected benefit of the asset (Christiaens, 2004). Currently, both 

standards (IFRS for private and IPSAS for public) use the term ‘entity’, while the expected 

benefit is excluded from the definition of asset. Therefore, an asset is ‘a resource presently 

controlled by the entity as a result of a past event’ (IPSASB, 2016), in which a resource is defined 

as having service potential to generate economic benefits. 

When exploring the literature of public sector asset management, the term ‘asset’ ostensibly 

refers to real property or capital assets in spite of the fact that the term should have covered the 

longer list. Accordingly, in this following subsection, I attempt to discuss accrual accounting 

more specifically in relation to capital assets. It is often said that implementation of public sector 

accrual accounting should be followed by a critical evaluation due to differences between the 

public sector and the private sector, but the difference is noticeable in capital assets. Governments 

may not use public assets to maximise economic objectives. This circumstance creates a common 

challenge in many countries, because public assets are perceived as ‘free goods’ owned by the 

taxpayers and thus not subject to the same economic rationalisation as the private sector 

(Kaganova, 2006). To demonstrate how consequential accrual accounting affects public asset 

management, Buhr argues that ‘the most significant difference arising from the adoption of 
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accrual accounting is the capitalisation and amortisation of certain long-term assets’ (2012, p. 

288). 

The literature of accrual accounting in public asset management indicates the existence of 

complexities that must be dealt with (Arnaboldi & Lapsley, 2009; Carnegie & Wolnizer, 2008; 

Christiaens, 2004; Kaarbøe & Robbestad, 2016; Lapsley, et al., 2009; Marriott, Mellett, & 

Macniven, 2011; Mellett, Marriott, & Macniven, 2009a, 2009b). One issue relates to asset 

recognition—or, in other words, goods recognised as assets should appear in the balance sheet. 

Several types of assets, such as heritage assets, infrastructure assets and community assets, are 

unique to the public sector and there is little consensus on the accounting treatment for these 

assets (Barton, 2000; Carnegie, Sidaway, & West, 2013; Lapsley, et al., 2009; Walker, Clarke, 

& Dean, 2000). Some scholars including Christiaens, Rommel, Barton, and Everaert (2012) and 

Ouda (2016) attempted to resolve this issue by proposing holistic approaches in which status 

assigned by law/government would be identified. For example, an asset would be identified as 

economic/business-like or social/cultural in nature. Another complexity arises in measurement 

for example, whether historical cost should be replaced by fair value (Adhikari & Garseth-

Nesbakk, 2016). A more advanced challenge concerns further implications of asset depreciation. 

Broadbent and Guthrie (2008) describe a growing interest in linking accrual reporting of 

infrastructure assets to management accounting purposes through capital charges. The capital 

charge could reflect the cost of capital asset usage to ensure cost efficiency. However, this 

mechanism is complicated in practice (Arnaboldi & Lapsley, 2009; Carlin, 2003; Heald & Scott, 

1995, 1996). 

The problems explain the various implementation patterns. It can be seen from the international 

perspective, where modified accrual accounting is seemingly common (Carlin, 2005; Pina & 

Torres, 2003; Pina et al., 2009). Bruno and Lapsley (2018) argue that the implementation of 

accrual accounting in the public sector is characterised by improvisation and fabrication due to 

the absence of well-defined template. Meanwhile, Pina and Torres (2003) highlight that though 

accrual accounting has been implemented in the public sector across different countries, there is 

no single accrual accounting model—meaning that there are various adaptations or degrees of its 

implementation. They used an example of public sector accrual accounting modification in 

Canada and the United States, where Canada did not include information about physical assets 

on the balance sheet while the United States did not provide information about depreciation. Pina 

et al. (2009) revisited the issues by focusing on EU local governments and figured out that the 

implementation degree of capital asset accrual accounting remains divergent. 



 

56 
 

There are also diverse views specifically addressing the effectiveness of accrual accounting in 

public sector asset management, constituting the wider debate on the impact of accrual 

accounting that was described in the previous subsection. Accrual accounting should 

theoretically provide better information as it balances between current and capital expenditure 

and takes the opportunity cost of capital and asset consumption into account (Hyndman & 

Connolly, 2011; Lapsley & Pallot, 2000). The information derived from the system could assist 

the decision on whether to rent or buy and retain or dispose of assets that would result in better 

planning and management of assets. Grubisic, et al. (2009) support that the information would 

enable governments to determine asset value, carry out asset budgeting and evaluate the 

performance of asset portfolios more properly. In addition, Molland and Cliff (2008), based on 

their interview with chief financial officers from local authorities in Victoria, Australia, argue 

that accrual information is used and benefits infrastructure asset management. In short, accrual 

incentivises efficient management of public resources (Ball, et al., 1999) and becomes the key 

way to manage public assets and preserve the nation wealth (Grubisic, et al., 2009). In the other 

camp, Robinson (1998) casts doubt on the microeconomic advantage of accrual in terms of 

current cost accounting and capital charging. He contends that one rationale of implementing 

accrual accounting in the public sector is to provide the best measures of the implications of 

sustainability and intergenerational equity in the fiscal policy. Moreover, the absence of 

economic objectives maximisation constrains the effectiveness of asset recognition and valuation 

(Christiaens, 2004; Lapsley, et al., 2009). Similar to that on public sector accrual accounting in 

general, the debate on accrual accounting in specific public sector asset management is mostly 

normative in nature. Therefore, more empirical evidence is needed to enrich the literature. 

Furthermore, observed research on public sector asset management has also shown scholars’ 

interest to mainstream-like socio-interpretive accounting within the context. For instance, 

Kaarbøe and Robbestad (2016) highlight how accrual accounting is translated into new 

accounting norms and how key actors play their role in the process of translation in asset 

valuation and cost of capital determination. The decision to reform the public healthcare sector 

in Norway and to move to full accrual accounting, resulted in a conflict where the central 

government preferred historical accounting and the hospitals, supported by private consultants 

of the big four, favoured the replacement cost method. In other work, Mellett, et al. (2009b) argue 

that the unexpected outcome of limited influence of accrual accounting on capital assets was 

caused by lack of diffusion below the top level in the organisation. These examples demonstrate 
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the potential of asset management settings to represent the complexity of accrual accounting 

implementation. 

3.5. Accounting and Power 
The review that came earlier has exhaustively described accrual accounting adoption in the public 

sector. It suggests that the practice is not merely technical; rather, it is a complex process 

involving political, economic and social driving powers. Accordingly, there is a need to take into 

account another dimension of accounting in relation to power. 

Accounting is not merely a technology of calculation. As a modern technology, accounting has 

important roles within organisations. Traditionally defined as ‘an information system that 

identifies, records and communicates the economic events of an entity to interested users’ 

(Chalmers et al., 2010, p. 4), accounting can do more with its ability to translate organisational 

objectives into practice; it reflects the mechanism in which an entity operates. It also defines the 

relationship among people within an organisation, which is quite often complex, including how 

accountability should be reinforced. Neu (1999) emphasises this feature of accounting when he 

refers accounting to ‘numerical, monetarised calculations and techniques … which mediate the 

relations between individuals, groups, and institutions as well as the accountability relationships 

that result from these social relations’ (p.4). Chapman, Cooper, and Miller (2009) also reinforce 

the interrelationship and interdependency between accounting and organisations and institutions. 

Mobilising accounting is therefore widely perceived as effective in managing and controlling 

people’s behaviour. However, in an environment where accounting matters, the use of accounting 

should take various factors into consideration. Many argue that accounting is not neutral; it plays 

a different role in different places following the intention of the ruler (Alam, et al., 2004). In fact, 

accounting shapes and is shaped by its environment. 

A number of scholars suggest that accounting has great potential beyond its role of mere 

bookkeeping (Brown, Dillard, & Hopper, 2015; Chapman, et al., 2009; Hines, 1988, 1989; 

Macintosh, Shearer, Thornton, & Welker, 2000; Morgan, 1988). In this regard, Miller illustrates 

how accounting defines: 

the type of world we live in, the type of social reality we inhabit, the way in which we 
understand the choices open to business undertakings and individuals, the way in which 
we manage and organize activities and processes of diverse types, and the way in which 
we administer the lives of others and ourselves (1994, p. 1). 

The role of accounting in various social agendas can be seen, for instance, from how it contributes 

to dealing with corruption problems. Everett, Neu, and Rahaman (2007) elaborate on three 
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strategies to fight corruption—which has been rampant in less developing countries—and how 

accounting has the potential to underpin them. The first strategy is the establishment and 

enhancement of control with the aim to form the pillars of integrity. By allowing the users to 

investigate economic transactions and enabling the auditing profession to check their accuracy, 

an accounting information system is undoubtedly an essential element of the strategy. 

Accounting is thus a means to accountability. The second is that corruption can be addressed by 

keeping it at distance while utilising any substitutes available. The proponents of the strategy, 

labeled the exit strategy, believe that competition can reduce the opportunity to corrupt and it is 

materialised through a number of policies including privatisation of state-owned enterprises. 

While competition forces the players to be efficient in order to survive, accounting serves this 

requirement by providing bottom-line performance indicators of efficiency as well as 

profitability. The function of submitting a report on economic activity and spending, particularly 

on the government side, is also necessary support provided by accounting and part of another 

strategy, namely voice strategy. This third strategy suggests that society needs to be empowered 

and involved in the battle against corruption. People will be well educated if the information is 

publicly disseminated, and this is what accounting offers. 

Another strategic role of accounting is evident in its implication in the colonisation of Canada’s 

first nations through the translation of certain policies into practice (Neu, 1999). Despite the 

assertion of the neutrality of accounting, Neu argues that accounting and accountability 

mechanisms were helpful for colonial forces due to its provision of a method for various actions 

that resulted in the alienation, displacement and even reproductive genocide of the indigenous 

people. The actions included the containment of indigenous people, the appropriation of wealth 

by the settler society, financial incentives to third parties (with loose accountability) that led to 

the annihilation of indigenous people, establishment of residential schools where indigenous 

children were separated from their parents and the relaxation of policies for multinational 

companies so they could run business in areas predominantly inhabited by the indigenous 

population. The author further argues that though accounting techniques were not the only 

technology employed in the colonisation process, associating accounting with colonialism and 

genocide is not far-fetched. By contrast, Graham, Alawattage, and Wickramasinghe (2009) 

illustrate how accounting is mobilised as a technology of resistance. Accounting enables the 

weak in the ceylon tea plantation to report their accounts to the wider society and the elites, to 

problematise the current mode of production and to call for emancipatory reform. 
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Moreover, in the Spanish monetary policy during the first third of the 18th century, accounting 

was pivotal in facilitating the production of gold and silver coins as well as in maintaining the 

value that accordingly improved commercial activity (Sanchez-Matamoros & Hidalgo, 2012). 

Due to this strategic role, accounting was also used to mobilise an affirmative action program in 

Kenya. Accounting was central in bringing indigenous people out of suffering during the 

colonialism era (Sian, 2007). 

It might seem that the examples here bring us too far away from the focus of this study on 

accounting and public sector asset management. However, the centrality of this rests on how 

accounting engages not only in the commercial sector but in other broad areas. The power of 

accounting also justifies the role it plays in structural adjustment programs, discussed in the 

previous section. 

Furthermore, the way accounting represents reality in terms of numbers allows a simplification 

that makes it easier to understand what is happening. However, not all important aspects are 

quantifiable, so accounting might not be able to depict the complete picture. In many entities, the 

information resulted from the management accounting system has frequently taken non-financial 

data such as quality, cycle time and customer satisfaction into consideration. It confirms the 

benefit of non-financial information complementing financial information because the latter is 

considered narrow in focus and historical in nature and incomplete, while non-financial measures 

are broader and more consistent with long-term competitiveness and profitability (Lau & 

Sholihin, 2005). Accounting is thus metaphorical as it ‘gives but a partial and incomplete 

representation of the reality to which the numbers relate’ (Morgan, 1988). 

However, this partiality makes accounting powerful because it allows accounting to dance around 

the rules (Frezatti, et al., 2014). The indeterminate representation of accounting makes it possible 

to employ it in a different situation, and gives accounting a way to play in a broad social agenda. 

As accounting is loosely based on reality, it can be read according to diverse political, social and 

cultural standpoints. Morgan (1988), for example, lists how accounting can be seen in many 

ways, such as rhetoric, politics, disciplined control, domination and exploitation. This view 

brings another dimension to accounting. Instead of objectively representing a fact, accounting is 

constructed as mirroring the subjective judgment of the accountants: 

… accountants are always engaged in interpreting a complex reality, partially, and in a 
way that is heavily weighted in favour of what the accountant is able to measure and 
chooses to measure, through the particular schemes of accounting to be adopted (Morgan, 
1988, p. 480). 
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Accounting is associated in a variety of areas with the perception of objectivity. This neutrality 

comforts various interests embedded in any organisational relationship. Accounting hence 

appears to be instrumental in the manufacture of consensus within organisation. Nevertheless, 

with the recent acceptance of the different side of accounting subjectivity, the production of 

agreed values that are perceived neutral and technical might cover the hidden interest of the 

dominant side at the cost of others (Farjaudon & Morales, 2013). As Carter (2011) argues, the 

partiality and internal politics within accounting systems are usually publicly unknown. How 

accounting operates is usually outside of public concern and it is ‘the ability to operate in a hidden 

manner, which gives accounting its power’ (Carter, 2011, p. 583). 

Chua (1995) presents an interesting example of how accounting became a game changer in the 

Australian public health sector. Her work revolved around the calculation of public hospitals’ 

output or productivity through casemix, where patients or departments were treated as profit or 

cost centres. Through the employment of accounting based on diagnostic-related groups, the 

accounting system did not merely portray the economic reality but actively reconstructed health 

experiment. In this circumstance, accounting was used to rationalise action and produce output, 

and subsequently to persuade and command consent. A different side of the power of accounting 

is exposed when accounting as a system was abandoned yet the accounting logic continued to be 

the main reference within the organisational discourse (Frezatti, et al., 2014). 

The view of accounting subjectivity, as well as accounting and power relationships, is developing 

in the accounting literature. It offers different perspectives and paradigm concerning the 

influence of accounting on society (See Chapter 5 for more discussion on the research paradigm 

shift in this matter). Accordingly, this quality of accounting should be assessed in this study 

because accounting is implicated in Indonesian public sector asset management reform. In the 

process of the reform, accounting appears to be an influential structure which not only shapes 

public sector asset management practice, but also allows a shift of power among key actors 

involved.   

3.6. Research Gap and Research Questions 
The review in the preceding parts of this chapter primarily covered literature of public sector 

accrual accounting, along with literature of accounting practice in Indonesia, global structural 

adjustments and the influence of accounting. The existing literature is not separated; rather, it is 

connected. It is my purpose in this section to position the current research within the inter-related 

accounting literature. 
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The literature suggests that accounting practice is influenced by external structures that can be 

political, economic, social and cultural. Previous public sector accounting studies mostly argue 

that the adoption of accrual accounting in emerging economies is a form of isomorphism in a 

hope to gain legitimacy. The emphasis on institutional aspects sidelines the key actors. This 

research sets out to show the synthesis between structure and agents to capture the complexity of 

the accounting change process, as suggested by Ahn, et al. (2014). Simultaneously, this research 

attempts to respond to a call for more in-depth studies drawing on social theories on public sector 

management accounting (van Helden & Uddin, 2016) to enrich the literature. While an approach 

with a balanced view between structures (institutional elements) and agents (actors) is suggested 

for further research, I use it rather differently because of two distinct focal points elaborated as 

follows. 

Firstly, the existing literature of public sector accrual accounting predominantly studied the 

macro level. Little interest has been paid to a particular activity or department that might allow 

the examination of specific accounting practices and techniques in relation to accrual accounting. 

With respect to public asset management, accounting practice deals with some complexities that 

differentiate it from the private setting. By investigating accrual accounting in the context of 

public sector asset management in Indonesia, I strive to turn the focus from the macro level to 

the meso level. The macro level is more abstract and the micro (ontic) level has concrete details, 

but the meso level enables the analysis in relative terms, more or less knowledgeability (Stones, 

2005).  

Secondly, most existing studies addressing post-adoption impact reveal that implementation-

related problems primarily had immediate impact. Following on from the suggestion of Carlin 

(2005) of a broader change agenda in relation to the adoption of accrual accounting, I attempt to 

engage at a deeper level and observe the further impact. This intention presumably requires a 

long time between the time of the adoption and the time the research is conducted. To illustrate 

the position of my research, I have compiled previous studies discussing the impact of accrual 

accounting as presented in table 3.1. 

Table 3. 1 Prior literature in public sector accrual accounting focusing on the impact 

No. Author(s) Country Year of 
adoption 

Year of 
study 

Timespan Degree of findings’ depth 

1 Arnaboldi and 
Lapsley 
(2009) 

United 
Kingdom 

1995 2007 12 years There was lack of impact, report 
was not used 
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No. Author(s) Country Year of 
adoption 

Year of 
study 

Timespan Degree of findings’ depth 

2 Azhari, 
Osman, 
Rashid, 
Mohamed, 
and Ghazali 
(2018) 

Malaysia 2011 2014 3 years The user attitude might prevent 
the effectiveness of accrual 
accounting  

3 Bogt and 
Helden 
(2000)  

Netherlands 1990 1995-
1996 
 

5 years Gap between the rules and the 
capacity, and between 
accounting production and use 
(underuse of accrual for 
managerial purpose) 

4 Cohen, 
Kaimenakis, 
and Venieris 
(2009) 

Greek (local 
governments) 

Around 
2000 

2008 8 years Accrual information is less used 
in decision-making than cash-
basis one, but accrual 
accounting raises cost 
consciousness of the managers 

5 Connolly and 
Hyndman 
(2006) 

United 
Kingdom 

2001 2004 3 years The consequence is little 
known. The implementation is 
complex and expensive 

6 Deaconu, 
Nistor, and 
Filip (2011)  

Romania 2003 2003-
2009 

0-6 years Accrual accounting benefits 
were materialised, particularly 
in terms of fixed assets, 
liabilities, revenue, and costs 

7 Falkman and 
Tagesson 
(2008) 

Sweden 1998 2003 5 years There was lack of demand for 
accrual information 

8 Gigli and 
Mariani 
(2018) 

Italy 2015 2017 2 years Lack of accrual accounting 
culture prompts to the low level 
of compliance 

9 Harun, 
Peursem and 
Eggleton 
(2012) 

Indonesia 2005 2010 5 years The accounting reform failed to 
create a more dialogic society 

10 Jagalla, 
Becker and 
Weber (2011)  

Germany 
(state 
governments) 

2006 2008-
2009 

2-3 years There was no upside, but 
mindset change was convincing 

11 Jones and 
Puglisi (1997) 

Australia 1993 1994 1 years Divergent views on usefulness.  
Adoption is costly 

12 Kobayashi, 
Yamamoto 
and Ishikawa 
(2016) 

Japan (local 
governments) 

2009 2016 7 years Accrual information is useful 
for performance management, 
but less useful for budgeting, 
asset management and debt 
management 

13 Kober et al 
(2010) 

Australia 1990s 2006 Around 15 
years 

Decision-making usefulness 

14 
 

Lampe, 
Hilgers, and 
Ihl (2015) 

Germany 
(local 
governments) 

2006 2006-
2008 

 0-2 years Accrual accounting increases 
cost efficiency, but the 
efficiency does not increase 
over time 

15 Lapsley and 
Pallot (2000)  

New Zealand 
(local) 

1996 1999 3 years New Zealand is more successful 
in using accrual reports through 
integrated policies United 

Kingdom 
(local) 

1997 1999 2 years 

16 Pollanen and 
Loiselle-
Lapointe 
(2012) 

Canada 2002 2007-
2008 

5-6 year Benefits were scarce and 
difficult to attribute to accrual 
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No. Author(s) Country Year of 
adoption 

Year of 
study 

Timespan Degree of findings’ depth 

17 Tudor and 
Blidisel 
(2007) 

Romania 2006 2007 1 year Despite considerable preference 
for accrual accounting, some 
implementation difficulties 
have been identified 

The table contains prior studies that explicitly intend to discover the impact of accrual 

accounting. Two elements should be given attention, the time-span and the degree of finding’s 

depth. The time-span represents the time length from the commencement of accrual accounting 

adoption to the time when the study was undertaken. To define these times is somewhat tricky. 

The commencement of accrual accounting is defined as the point when the government 

implemented accrual to prepare the financial statements for the first time. For Canada as an 

example, the time was 2002, not 1995 when the Canadian Government decided to shift to accrual 

accounting (Pollanen & Loiselle-Lapointe, 2012). Some studies provide clear information of this 

time, but some do not. In the latter case, I made an assumption based on the information available 

in the papers. For instance, a study by Kobayashi, et al. (2016) of the usefulness of accrual 

accounting in the Japanese local governments do not specify when accrual accounting was firstly 

adopted. However, the study states that by 2009, almost all prefectures and municipalities had 

prepared accrual-based financial statements, so 2009 is regarded as the commencement of accrual 

accounting implementation. Meanwhile, the year when the study undertaken refers to the specific 

time when data were gathered, not when the study was published. Equal to the problem in 

defining the time of policy adoption, some papers do not clearly mention the time of data 

collection, so an assumption was made based on information available. Moreover, the degree of 

finding’s depth shows the main findings of the research with respect to the impact of accrual 

accounting. 

The table shows several studies were conducted long enough after adoption of accural 

accounting. However, the central topic remains the difficulties of accrual accounting 

implementation. For example, Kober, et al. (2010) argue that their work succeeds in collecting 

sufficient long-term evidence post the adoption of accrual accounting in Australia, yet it does not 

go beyond the surface of information usefulness from the view of preparers and users. Equally, 

Falkman and Tagesson’s (2008) study covered 15 years of accrual accounting implementation in 

Sweden, but their findings do not go far from the implementation issues. The table content is 

visualised below in Figure 3.1. 



 

64 
 

Figure 3.1 Identified research gap 

 

 

Figure 3.1 displays the position of previous studies according to its time coverage (x-axis) and 

degree of impact (y-axis). The more a particular study moves horizontally to the right, the longer 

period it covers. Correspondingly, the more it goes down along the y-line, the deeper impact the 

study reveals. I conducted this present research long enough after the commencement of accrual 

accounting practice in the Indonesian government (more than one decade after) and strive to 

discover the next phase of accrual accounting impact. This position is distinctive in terms of the 

post-adoption period as well as the degree of impact. Figure 3.1, therefore, helps to locate the 

position of my study in the literature. It clarifies my area of research, which lies in the far right-

bottom corner, indicating potentially significant novelty in terms of the coverage length and the 

impact depth. 

The impact will be studied by taking into account the interaction of structures–agents to 

understand the reform in a specific setting. It includes how different structures influence the 

change process, how the key actors play their role and react to the emerging structures and how 

new structures produced and reproduced. Revisiting my intention to differently incorporate the 

ineraction of structures–agents, this current study differs from prior studies since the examination 
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takes place in the subsequent phase of the adoption of accrual accounting. In the adoption process 

of accrual accounting, various structures are at play and these influence the decision to adopt. 

Accrual accounting is produced from such an interaction. In the subsequent phase, accrual 

accounting emerges as a structure influencing the public sector asset management as the context 

of this study. Hence, the interplay between structures and agents in this phase characterises a 

deepening impact of accrual accounting. The dynamics will also be connected with the view of 

accounting as the reality constructor (the potential of accounting to construct reality). Moreover, 

the impact will be framed within the context of structural adjustment programs promoted by 

transnational financial institutions. Indonesian accounting reform and public sector asset 

management are considered best to illustrate the specific context to interrogate the research 

problem. Accordingly, this research is also expected to provide better understanding of 

accounting practice in the Indonesian context. 

The problematisation above leads to my research questions as follows: 

What was the impact of accrual accounting on agents–structures in Indonesian public sector asset 

management? 

• How was accrual accounting adopted in the context of Indonesian public sector asset 

management? 

• How was accrual accounting implemented in the context of Indonesian public sector asset 

management? 

• How was accrual accounting internalised in the context of Indonesian public sector asset 

management? 

These questions will enable the inquiry of the post-adoption impact more deeply as they cover 

three different tiers (adoption, implementation and internalisation). These also indicate the focus 

on the relationship between structures and agents in viewing accounting change within the public 

sector asset management context. 

3.7. Summary 
This chapter is my exploration of the body of knowledge, primarily in the field of public sector 

accrual accounting. To my knowledge, the review has covered substantial studies to date. Prior 

studies in public sector accrual accounting reviewed in this chapter mainly cover three important 

issues: NPM, the adoption process and the impact. These three different parts are helpful in 

identifying possible research by focusing on the further impact of accrual accounting, balancing 
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the attention between structure and agents, and relating it to the broad agenda under the NPM 

philosophy. Apart from public sector accrual accounting, I have also looked up to the literature 

in structural adjustments and the power of accounting as an attempt to interrogate the phenomena 

being studied from these perspectives as well. 

Considering the complexity of interrelated themes in this research, I realise that a theoretical 

framework derived from a particular social science theory is pivotal. The next chapter discusses 

the strong structuration theory–inspired theoretical framework that navigates me to exploring the 

phenomena being studied. 
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CHAPTER 4: THEORETICAL FRAMEWORK 
 

4.1. Overview 
This research seeks to understand the dynamics of the change process in relation to the adoption 

of accrual accounting in Indonesian public sector asset management as well as the impact of such 

a policy. To this end, I view the adoption as a social event where several key actors are involved. 

The previous chapter reviewed prior literature focusing on the adoption of accrual accounting in 

the public sector, where key agents interact with structural forces during the process. 

This research focuses on the main agents’ actions in the process. According to van-Helden and 

Ouda (2016), there are three key influential groups involved. These groups interact in the process 

of accounting reform in emerging economies, namely through external pressures in the form of 

economic and political conditions, cultural values, and capabilities of public sector organisations. 

To enable I capture the interplay among the groups, I use strong structuration theory (Stones, 

2005) as the theoretical lens. I consider this framework appropriate to investigate the 

structuration process of the transformation of public sector asset management in Indonesia. 

This chapter begins with a justification of using a particular theory in research before attempting 

to describe strong structuration theory comprehensively. Strong structuration theory is a 

strengthened version of Giddens’s structuration theory. Given that it basically is not a new theory; 

rather an extended form of one particular theory, this chapter focuses firstly on structuration 

theory before turning to strong structuration theory. In particular, the discussion covers what 

makes strong structuration theory different from structuration theory and what the key elements 

are. A more focused observation on the application of structuration theory and strong 

structuration theory in the accounting research, where the key findings and lessons learned are 

highlighted, follows subsequently. The next section addresses the question of how strong 

structuration theory is appropriate for my research. As such, strong structuration theory–based 

research design is further elaborated. 

4.2. The Use of Theory 
The use of a particular theory to endeavour to understand accounting practice is not uncommon. 

Accounting scholars have employed various theoretical approaches, mostly derived from social 

science, to the extent where Macintosh and Scapens (1990) attribute it as one current problem of 

having too much theory in accounting research. It has also invoked tension among different 

theories employed within the boundary (Laughlin, 1995). 
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In accounting research, the use of social theory surfaces particularly when scholars turn their 

attention to considering the political, economic, and social context of accounting practice. This 

use is not exclusively associated with the ‘behavioural’ view as some also utilise the ‘economics’ 

perspective in positive accounting theory–based research (Laughlin, 1995). However, social 

theory is seemingly more suitable in offering a rich understanding of the complexity embedded 

in organisational accounting. It should be noted that the term ‘theory’ used here is method theory, 

which is a meta-level conceptual system to facilitate the conduct of research (Lukka & Vinnari, 

2014)14. 

The use of theory in research has raised different opinions among scholars. A particular theory 

may contain an unsuitable ideological assumption about the field being researched. Therefore, 

Eisenhardt (1989) contends that research should begin with no theory, because it might bias and 

limit the findings. Flinders (1993) supports Eisenhardt’s argument by pointing out prior 

theoretical stance as a source of failure to capture the complexity of the problem. On the other 

hand, research could benefit from the application of theory because it helps to organise data 

(Maxwell, 2009). Laughlin, Hopper, and Miller (1989) also emphasise that a symbiotic 

relationship between theory and empirical research can strengthen the outcome of the research. 

Moreover, in responding to the question of how use of theory might bias research, Hoque, 

Covaleski, and Gooneratne (2013) suggest the employment of multiple theories to enable 

exploration of different meanings of reality in the accounting process. This approach prevents 

some interesting issues in the field being overlooked just because they do not suit within the 

frontier of a single study used. 

Specifically, in terms of case study, Humphrey and Scapens (1996) argue that some prior 

theoretical frameworks should not be neglected. However, they suggest carefully accounting for 

the risk of neglecting organisational dynamics and tensions. They argue that researchers using a 

theory should maintain the likelihood of the field being researched to provide another insight to 

challenge and refine the existing theory. 

There are different ways to engage a particular theory in the research process: before, during or 

after the empirical data collection (Makrygiannakis & Jack, 2018). The most frequent one is 

employing a theory during and after the data collection to give the researcher a lens for 

sensitising, examining and communicating findings. The risk is that the data collected may not 

                                                 
14 According to Lukka and Vinnari (2014), there are two types of theory—namely domain theory, which is a knowledge 
pertaining to a substantive issue, and method theory, which is a tool to study the substantive issue. 
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satisfy the need of the theory-based analysis. Alternatively, researchers can use theory from the 

beginning of the research process to assist them to building a strong research design. This method 

is advantageous because the research problem, theory and data correlate and influence each other 

within the research process (Ahrens & Chapman, 2006). 

Furthermore, using theory is essential if research is intended to contribute theoretically to the 

body of knowledge. Research may contribute through one of three forms: theory discovery, 

theory refinement or theory refutation (Keating, 1995 as cited in Vaivio, 2008). Only theory 

discovery studies can start without prior theoretical stance; the others should engage in existing 

theory as a starting point. 

Therefore, the use of theory in this empirical study is not solely motivated by mainstream 

interpretive accounting literature. The decision to involve a theory in research also departs from 

an understanding that it will instrumentally contribute to exploring the social and accounting 

practice being studied. Among the theories that have been used in accounting research, strong 

structuration theory from Rob Stones offers appropriate features for this research. This theory 

modifies structuration theory from prominent sociologist Anthony Giddens, who aims to explain 

the transformation process of a social institution while taking the relationship between structures 

and agents into consideration. 

4.3. Structuration Theory 
Since its emergence in 197915, Giddens’s structuration theory has become a prominent 

sociological theory used in various research areas including accounting, particularly in 

management accounting and control. The contribution of structuration theory to management 

accounting research is considered small but distinctive (Baxter & Chua, 2003). Giddens, defining 

structuration as ‘conditions governing the continuity or transmutation of structures, and therefore 

the reproduction of social systems’ (1984, p. 25), concentrates neither on structure nor agents but 

on the interplay between the two, which presupposes one another. He argues that the basic 

domain is ‘social practices ordered across space and time’ (Giddens, 1984, p. 2). It differentiates 

structuration theory from functionalism and structuralism on the one side and hermeneutics and 

interpretative sociology on the other. Functionalism and structuralism assume that social reality 

is independent of human agents, whereas hermeneutics and interpretative sociology maintain 

agents’ subjectivity in creating and shaping social practice. 

                                                 
15 Although introduced in 1979 through Giddens’s Central problems in social theory, the concept was first addressed in his 
previous book New rules of sociological method (1976).  
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Structuration theory, therefore, puts forward the relationship between structures (rules and 

resources) and agents (those with the capability to make choices) within organisations which are 

considered social systems. Giddens elaborates that situated practices of agents (what people say 

and do) are inspired by patterns—that is, structures. Correspondingly, structures themselves are 

produced and reproduced through continuous social practices. The interrelated process between 

structures and agents that is known as the duality of structures is a basic tenet of Giddens’s theory, 

which continues ‘in social reproduction across time–space’ (Giddens, 1984, p. 27). In this regard, 

structures and agents do not constitute two independent phenomena (dualism). The duality of 

structure thus means that structures are both the medium and the outcome of social practices. 

Therefore, duality of structure ‘encapsulates Giddens’s crucial insight that it is neither structure 

nor agency that takes primacy in social interaction and the reproduction of social practice but 

rather it is the recursive interaction of agency and structure that constitutes social life’ (Conrad, 

2014, p. 129). 

The (social) structures are the codes, templates, blueprints, rules, or formulas that allow for the 

‘binding’ of time-space and generate situated practices (Englund, Gerdin, & Burns, 2011; 

Macintosh & Scapens, 1991). Englund, et al. (2011) add by differentiating social structures with 

the situated practices (which the theory terms as social systems). According to them, social 

structures are virtual, out of time and space, and marked by the absence of the subject, whereas 

social systems which comprise the actual activities are always situated in specific time-space 

settings and linked to specific subjects. For the agency, it refers “not to the intentions people have 

in doing things but to their capability of doing those things in the first place” (Giddens, 1984, p. 

9). Daff and Jack (2018) suggest that the key feature of agency is the intention to have an effect 

on others, which differentiates agency from action. Thus, to perform an agency, an action should 

be equipped with the intention to influence others and the capability to do so. 

Giddens (1984) further elaborates, arguing that the generative structures consist of rules and 

resources and accordingly result in three dimensions of structures: signification (rules), 

domination (resources) and legitimation (rules). These (virtual) structures connect with the 

(situated) social interactions through the mediation of modalities of structuration. The modalities 

are the stock of knowledge agents draw upon during the structuration process. The first, structures 

of signification, provide interpretative schemes as its modalities in which agents use it to 

communicate with and understand each other. Interpretative schemes are the stocks of knowledge 

and consist of skills and rules. The second, structures of legitimation, provide norms (normative 
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regulation) that are necessary for sanction. And the third, structures of domination, are mediated 

by facility and used to exercise power. In relation to power, two types of resources that facilitate 

the structure are identified, namely allocative resources (control over material resources such as 

raw materials and land, means of material production/reproduction, and produced goods)   and 

authoritative resources (the ability to organise and coordinate the actions of social actors). Power 

is relational, instead of one way, in the sense that subordinates may have resources to influence 

their superiors’ actions. From this, Giddens introduces the dialectic of control as a means to 

analyse power relations in non-determinastic view. 

The three structures are linked to each other. Giddens (1976) argues that in producing and 

reproducing social practice, members of society practically draw upon these as an integrated set 

of modalities rather than as three discrete components. Thus, it is suggested that the classification 

of structures into significance, legitimation and domination is intended merely for analysis. See 

Figure 4. 1 for the structures. 

Figure 4. 1 Giddens’s structures 

                        

As for agency, structuration theory assumes that human agents16 are purposive and 

knowledgeable. In this sense, knowledgeability implies that they know about the conditions for 

what they do in social practices as well as the consequences, so they can always act differently. 

Human’s capacity (knowledge) is culturally and historically determined. It is defined by different 

social positions (such as gender, wealth, and education) that provide different schemas and access 

of resources (Sewell, 1992). In addition, human actors are reflexive in the sense that they always 

                                                 
16 Giddens (1984) uses the term “agents” and “actors” interchangeably, and so does this thesis. 
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monitor their own action and others’ within the social structure. Stones (2005) argues that 

reflexivity is barely ‘self-consciousness’, but relies upon rationalisation. The more an actor has 

knowledge, the less likely the conditions of action get unacknowledged, and therefore, the less 

likely unintended consequences to happen.  

The agents’ reflexivity leads partly to either continuity or change. These are another central issues 

in structuration theory. Continuity will occur mainly when agents feel comfortable with routines 

that create ‘ontological security’ (Englund, et al., 2011; Giddens, 1984; Granlund, 2001). As 

Chapple (2014) describes, agents “will strive to maintain a sense of security or familiarity in their 

daily lives, by constantly monitoring and reflecting on the actions of themselves and others” (p. 

73). On the other hand, reflexive agents could act differently and become a source of change 

(Englund, et al., 2011; Uddin & Tsamenyi, 2005). The ability of agents to transform, however, 

should not be divorced from the social practices where agents are embedded and constrained by. 

Furthermore, despite his tendency to allow large discretion to the researcher, Giddens offers 

operational guidance called methodological bracketing. The methodology takes two forms of 

institutional analysis and conduct analysis. Through this way, researchers could be focusing more 

on one aspect of duality of structure since the other aspect is held constant for analytical purpose. 

The first is ‘social analysis which places in suspension the skills and awareness of actors, treating 

institutions as chronically reproduced rules and resources’ (1984, p. 375). Meanwhile, strategic 

conduct analysis is ‘a social analysis which concentrates more upon how actors reflexivity 

monitor what they do and how they draw upon rules and resources in the constitution of 

interaction’ (Giddens, 1984, p. 378). Strategic conduct analysis, therefore, holds institutions 

constant in order to permit the researchers’ analysis goes solely to the agents’ action. This 

analysis requires the hermeneutic ways where the agents draw upon their understanding of the 

structures of signification, domination, and legitimation. Kilfoyle and Richardson (2011), 

however, contend that methodological bracketing might produce the dualism that the theory 

intends to undermine. 

4.4. Strong Structuration Theory 
The previous section described Giddens’s structuration theory. Despite being used widely in 

various literature, it has been questioned for a number of issues (Archer, 1996; Jack & Kholeif, 

2007; Parker, 2006; Thrift, 1985). The main criticism considers structuration theory as a meta-

theory which is abstract, lacks epistemological and methodological support and consequently, is 

less compatible for empirical study (Jack & Kholeif, 2007; Stones, 2005). Stones (2005), for 
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example, argues that Giddens fails to make a distinction between the philosophical and 

substantive levels. The characteristics render the application of structuration theory limited to be 

“sensitising device”. Giddens himself acknowledges that the use of structuration theory ‘should 

for many research purposes be regarded as sensitising devices, nothing more’ (1984, p. 326). 

Critics also address excessive anatomisation of the structures, as detailed of signification, 

legitimation and domination, as well as too much concern with institutional analysis, at the 

expense of little attention on the role of agency (Adhikari & Jayasinghe, 2017; Coad, Jack, & 

Kholeif, 2015; Harris, Northcott, Elmassri, & Huikku, 2016). As a consequence, Englund and 

Gerdin (2011) argue that Giddens-inspired accounting studies provide less convincing 

elaboration on the way knowledgeable agents draw upon and reproduce structures in the 

structuration process. In addition, the influence of external factors is less recognised (Jack & 

Kholeif, 2008). Giddens does not distinguish between internal and external structures, and thus 

envisages that the ability of actors to do differently is overly voluntaristic without influence from 

external structures. This feature is part of Giddens’ ‘flat and local ontology’ (Englund, et al., 

2011). Flat ontology implies that there are no levels of social structures, whereas local ontology 

holds that there is no such thing as external social structures that exist beyond human mind (Coad, 

et al., 2015).  Stones’s (2005) strong structuration theory comes to light to fill these gaps, 

particularly by synthesising the abovementioned critics. The following subsection attempts to 

describe what it is and what it does with respect to Giddens’s structuration theory. 

4.4.1. What makes it strong  

The emergence of strong structuration theory has drawn a lot of attention and is considered ‘the 

most serious attempt to date to give structuration theory a new lease of life’ and ‘a radically 

different and original theory’ (Parker, 2006, p. 122). Stones (2005) revises structuration theory 

through ontological shift to ontic and meso level as well as the adoption of strategic context 

analysis and position-practices analysis. The features are manifested in the quadripartite nature 

of structuration instigated to operationalise strong structuration theory.  

Firstly, in contrast to structuration theory (as characterised by its flat ontology), strong 

structuration theory moves from ontology in general (which is more abstract) to ontology in situ 

(specific), which in turn allows the employment of this theory for empirical study (Coad, et al., 

2016). Ontic (ontology in situ) is the level that allows researchers to seek empirical evidence 

since the analysis of structures and actions is carried out through the why, where, and what of 

everyday occurrence, and through understanding the dispositions and practice of the agents. In 

other words, strong structuration theory ‘emphasises how agents situated in specific settings at a 
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specific time experience the process’ (Makrygiannakis & Jack, 2016, p. 1235). This focus renders 

the theory sympathetic for substantive and empirical study. Additionally, Stone proposes 

mesolevel ontology, which lies between the abstract and specific level. Meso-level is an 

important feature of strong structuration theory called sliding ontology, which aims to connect 

more abstract ontology to a more concrete ontic level. It enables researchers to analyse action 

and structure in relative terms, more or less knowledgeability. Strong structuration theory is thus 

a conceptual methodology providing a bridge between theory and empirical research (Stones & 

Jack, 2016). Its strength hinges on the ability to translate the ontology of structuration theory into 

the epistemological and methodological approach that facilitates researchers to understand a far 

more nuanced account of structuration process (Jack & Kholeif, 2008). 

Secondly, strong structuration theory introduces strategic context analysis that provides the 

ability to recognise external structures and their influences on the agents. This capability is 

undermined in the original theory, partly because Giddens does not clearly elaborate social 

positions and the fact that there are different clusters of actors across time and space (Jack & 

Kholeif, 2007). Outward-looking strategic context analysis complements inward-looking 

strategic conduct analysis, which in the operationalisation deal with external and internal 

structures. Stones’s preference to preserve Giddens’s conduct analysis instead of institutional 

analysis demonstrates that strong structuration theory is seemingly focused on the role of actors 

(people either individually or collectively) rather than on the institution (Coad, et al., 2015). It 

thus unravels Giddens’s overemphasis on structures and institutional concern. 

In the exploration of external structures, strategic context analysis is informed by position-

practices relationship. The concept of position-practices was adopted from Cohen (1989) to 

address “the missing institutional link” between structure and agency (Cohen, 1989; Thrift, 1985 

as cited in Jack & Kholeif, 2007), or in another terms, “between Giddens’ methodological 

bracketing of the institutional analysis of ‘positions’ and strategic conduct analysis of ‘practices’ 

“ (Harris, et al., 2016, p. 1181). The link could be produced through the accentuation of the 

institutionalised positions, positional identities, prerogatives, and obligations (Stones, 2005). The 

position-practices analysis portrays agents situated within the social nexus of interdependencies 

and asymmetries of power that, in turn, assists researchers to refine the dialectic of control, 

particularly in term of resistance (Chapple, 2018; Jack & Kholeif, 2008). In accordance with the 

ontological shift, Stones (2005) argues that position-practices is best implemented to 

conceptualise the relationship between structure and agency in the meso-level.  The concern on 
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social positions in which a certain range of prerogatives and obligations within a social network 

relation is carried is addressed by Giddens using the term social identity (Elmassri, 2014). 

Nevertheless, despite explaining how structures persist, it lacks description of how those 

identities are reproduced by the incumbents’ action. 

4.4.2. Quadripartite Framework 

Stones further develops the so-called quadripartite nature of structuration to operationalise his 

strong structuration theory. He continues to hold the duality of structure as a core concept but 

breaks it down into four analytically distinguishable yet interlinked elements, asserting that this 

is the best way to understand the duality of structure. As such, strong structuration theory 

employs a quadripartite framework consisting of external structures and agents-in-context, 

internal structures and agents-in-focus, active agency and the outcome. 

External structures are conditions of action, either acknowledged or not, and may determine 

unintended consequences (Stones, 2005). They may enable and constrain agents in producing 

and reproducing social practices. External structures are ‘understood through position–practice 

relations, which is the network of situated social identities and resources that constitute reciprocal 

institutionalised practices and asymmetric power relations’ (Coad, et al., 2015, p. 158). 

Moreover, external structures may be independent or irresistible structures. The latter does not 

imply that agents do not have the capacity to resist. In fact they do yet they feel unable to do so, 

which results in a state of powerlessness. 

Agents can be differentiated between agents-in-context and agents-in-focus. Agents-in-context 

are not a focus of the study, yet they inform the behaviour of agents-in-focus (Feeney & Pierce, 

2016). In Elmassri’s (2014) argument, agents-in-context provide agents-in-focus a tool or 

channel to understand external structures. Meanwhile, agents-in-focus are simply those within 

the organisation that are targeted to be analysed, but careful consideration is required to locate 

them (Coad, et al., 2015; Makrygiannakis & Jack, 2016) because  this identification determines 

the internal and external structures from their point of view (agents’ hermeneutics and 

understanding of structures). 

Moreover, internal structures consist of two parts. The first is conjuncturally-specific internal 

structures, which are ‘knowledge of interpretative schemes, power capacities and normative 

expectations and principles of the agents within context’ (Stones, 2005, p. 91). It thus 

corresponds closely with Giddens’s conceptualisation of structures of significance, domination 

and legitimation. Conjuncturally-specific therefore reflects agents’ understanding on relational 
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external structures within specific context (Daff & Jack, 2018). Meanwhile, general-dispositions 

refer to agents being influenced by experiences, beliefs and values automatically and without 

their thinking (Stones, 2005). To some extent, it is similar to Bourdieu’s habitus. In Giddens’s 

structuration theory, these two structures are similar at two levels of consciousness, namely 

discursive consciousness and practical consciousness. The former occurs when actors in a 

reflexive manner give reasons for their behaviour in social interactions, while the latter is when 

they utilise their stock of knowledge. Moore and McPhail (2016) explain the difference between 

conjuncturally-specific and general-dispositions is that conjuncturally-specific is specific to 

particular positions, whereas disposition is transituational. Moreover, it is imperative to clarify 

the link between these structures with conduct and context analyses that appear as the Stones’ 

strategy to overcome structuration theory’s shortcomings. Feeney and Pierce (2016) address that 

it is conduct analysis that examines agents’ conjuncturally-specific knowledge and dispositions, 

while context analysis goes entirely to examine external structures. The process of internal 

structure interactions and the final shape of the interaction process is reflected in active agency 

(agents’ practice). 

Furthermore, subjects of change are considered to be distinguishable clusters of agents who may 

conflict or cooperate in the process of structuration, while objects of change are the institutional 

and concrete dimensions of control structures (Makrygiannakis & Jack, 2016). 

Lastly, outcomes can be the reproduction (change) or continuation of previous structures, along 

with other intended or unintended consequences against agents’ purposive action. See Figure 4.2 

for Stones’s framework. 

Figure 4.2 Quadripartite framework 
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In terms of time sequence, the framework can be read as follows. In T1 (time 1), external 

structures are basically the conditions of action. Meanwhile, in T2, agents use internal structures 

to understand the surrounding structures. Active agency in T3 follows, and with their resultant 

action is T4. The framework is a very complex and successively cyclical relationship of the four 

elements that incorporates the interplay of hermeneutic and structural moments (Stones, 2005).  

4.5. The Application in Accounting Research 
The use of structuration theory in accounting research gained momentum with the shift to a more 

interpretive perspective on investigation of accounting phenomena. The positivism paradigm can 

hardly represent the complex reality that is influenced by dynamic social, political and historical 

contexts and will not allow the likelihood of diverse meaning (Chua, 1986). Accounting is not 

just about number; numerical terms are limited when depicting reality. As Chapman, et al. (2009) 

argue, accounting should move from mere bookkeeping, which neutrally shows the facts, to close 

engagement in organisations and institutions—making it social and organisational practice. 

Consequently, alternative accounting research came into existence, offering a new way of 

thinking by acknowledging pluralistic discursive space in accounting (Baxter & Chua, 2003). 

Structuration theory is included in the stream of this alternative accounting research. 

4.5.1. Structuration Theory in Accounting Research 

My focus is on strong structuration theory, and therefore the review of the literature using 

structuration theory in accounting research is not exhaustive. However, it remains important to 

give a sense of continued use of the structuration cluster in the field. Structuration theory was 

firstly used for accounting research by Roberts and Scapens (1985) to describe how accounting 

systems work to discipline dispersed organisational members. Following their work, Roberts in 

1990 utilised structuration theory in an accountability issue to understand how direct meetings in 

a conglomerate between divisional managers managed to create a sense of accountability. In fact, 

the early use of structuration theory in management accounting and control research explored 

how management accounting systems change over time as well as why the change in 

management accounting practice might be resisted. 

Scapens and Macintosh (1996) on the use of structuration theory in management accounting 

research argue that it ‘allows us to conceptualise management accounting systems as modalities 

of structuration which mediate between action and structure’ (p. 677). They add by arguing that 

‘Giddens’ three dimensions of structure—signification, legitimation, and domination—are useful 

analytical devices for studying the nature of management accounting practice and its role in the 
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organisational life world’. Following their work, structuration theory has been employed in 

numerous research studies in accounting literature, focusing on areas such as budgeting (Uddin 

& Tsamenyi, 2005), cost accounting (Granlund, 2001; Jack, 2005), economic development 

(Alam et al., 2004), supply chains (Free, 2008), performance evaluation (Cowton & Dopson, 

2002) and organisational change (Conrad, 2005).  

Moreover, Englund, et al. (2011) compiled several significant works utilising Giddens’ 

structuration theory in accounting research. They find that the theory helped the scholars to 

conceptualise accounting as structure, artefact and interplay between structure and artefact. In 

this regard, accounting could be viewed as a structuring property of social systems and a formal 

system.  

4.5.2. Strong Structuration Theory in Accounting Research 

When strong structuration theory is introduced, its application in accounting research initially 

runs slowly. Until nearly a decade after its introduction, the framework was only employed by a 

handful of authors who were confined to management accounting practice. Since then, however, 

the application started to emerge broadly. In late 2016, Accounting, Auditing & Accountability 

Journal launched a special issue on strong structuration theory, capturing a number of articles in 

various topics. 

Strong structuration theory has been used in various topics within accounting literature, such as 

budgeting (Makrygiannakis & Jack, 2016), enterprise resource planning (Jack & Kholeif, 2008), 

strategic investment decision-making (Elmassri, Harris, & Carter, 2015), environmental 

accounting (Moore & McPhail, 2016), new product development (Feeney & Pierce, 2016) and 

financial accounting standards (Chapple, 2018). With the exception of Chapple (2018) work, 

most studies are in the area of management accounting. This fact makes sense, since management 

accounting systems constitute the structure of meaning that actors/knowledgeable agents draw 

upon to orientate their actions. In addition, as management accounting systems are closely 

implicated in organisational relationships, it often evolves to reflect a complex structuration 

process. The use of strong structuration theory in organisation, accounting and management 

studies indeed provides a useful framework for qualitative research. Conversely, these areas are 

beneficial for testing the worth of the framework (Jack & Kholeif, 2007), making it a mutually 

beneficial relationship. 

Below several studies using strong structuration theory in accounting research are presented in 

more detail. 
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1. An article from Jack and Kholeif (2007) is the first in introducing strong structuration 

theory to inform qualitative research in accounting studies. After exploring the theory’s 

features, they applied the framework to two empirical accounting research studies: the 

institutionalisation of accounting practice in the post-war UK agriculture and the 

implementation of an EU-funded IT system in Egypt. They suggest that strong 

structuration theory could enhance the research analysis where different clusters of actors 

interact and shape accounting practice characterised by a condition that is imposed 

externally. In the second case (IT system implementation) different groups in the network 

could be paralleled with the elements of the quadripartite nature of structuration to enable 

the description of accountants’ responses to the donor’s pressure as well as resistance of 

component managers. In addition, the authors correspond the theory to particular issues 

raised by two recent papers on the application of social theory in qualitative research. 

According to them, strong structuration theory is consistent with a view of Ahrens and 

Chapman (2006) that there should be a close linkage between theory and findings in 

qualitative study. Moreover, the theory could support the necessity of concrete direction 

to improve empirical research using structuration theory as addressed by Pozzobon and 

Pinnsonneault (2005). 

2. Subsequent work of Jack and Kholeif (2008) used strong structuration theory to study 

conflicting beliefs about the role of management accountants in the implementation of 

enterprise resource planning systems in the Egyptian organisation they discussed in their 

previous study (Jack & Kholeif, 2007). The enterprise planning system was proposed by 

management accountants yet opposed by the European Union as the donor and resisted 

by other colleagues in the organisation. The government did not share a similar vision of 

the project to management accountants. The implementation failed to meet the 

requirements and an unintended consequence was a reduction in the role of management 

accountants. The authors previously analysed the same study using structuration theory, 

which ended up less successfully. Strong structuration theory overcame the limitation by 

enabling the exploration of influence of external structures that limited the ability of 

agents (management accountants) to do otherwise. The theory was carried out by the 

mobilisation of the concept of dialectic of control within structuration theory to analyse 

a number of intersections between agents-in-focus with other actors wherein the influence 

and domination of one group over another enacted. 
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3. Coad and Herbert (2009) used strong structuration theory to complement their own 

proposal of the skeletal theory of structuration process. The skeletal theory depicts a 

structuration process as a relationship between structures, agents, knowledge of structure 

and theory of actions, and reproduction, learning, and change. The site of their case study 

is a business unit of privatised utility company in the United Kingdom. The case studied 

demonstrates how conflict emerges between management accountants and engineers of 

the company concerning the role of the management accounting system. The engineers’ 

possession of power to resist external expectations in terms of production of management 

accounting information was indicated by their reluctance to apply the accounting system 

designed by the accountants. Instead, they maintained their own local control systems, 

which were perceived as more relevant and accurate than official ones. The advocacy of 

management accountants along with attempts to improve the quality of the official system 

had reduced the tension and created collaboration. However, it eventually reduced the 

need for specialist management accountants since the engineers became more skilled and 

effective users of management accounting practices by themselves. 

4. Strong structuration theory was used by Elmassri, et al. (2015) to depict how strategic 

investment decision-making was conducted under the uncertain situation in Egypt. In 

such an environment, the radical nature of change scales down a rational evaluation of 

outcomes and, by contrast, demands substantial judgements and intuition of the decision-

maker. Hence, significant social, political and economic factors should be taken into 

account to complement capital investment appraisal techniques employed in management 

accounting decision-making. The theory was used to examine how local Egyptian 

managers (agents-in-focus) responded to the impact of post-revolutionary emergent 

structures in their strategic investment decision-making. It helped the articulation of focus 

on people and process, the exploration of external structures and the embedded power 

relationship as well as the contextualisation of accounting decision-making processes. 

The study shows that ownership structures shaped the dialectic relationship between the 

managers and employees as well as the way managers communicated the investment 

decision. In nationally owned companies, the shifting power to employees became a 

considerable factor in decision-making, yet the managers had a greater ability to work 

according to their judgments and intuition. Meanwhile, in multinational corporations, 

demand from employees was less important but the managers reproduced a weak net 
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present value as a form of resistance to the insistence of parent companies on the use of 

technical calculation. 

5. The interaction between Nepalese Government accountants as agents-in-focus and other 

stakeholders such as professional consultants and accountants, higher-level officers and 

politicians in public accounting reform is the main concern of Adhikari and Jayasinghe 

(2017) study employing strong structuration theory. The interplay resulted in the 

reproduction of accounting practice that resisted international donor-sponsored programs. 

Similar to most key actors implementing reforms in emerging economies, who tended to 

maintain the status quo in order to secure their vested interests, Nepalese Government 

accountants exercised their agency against the externally proposed accounting change to 

accrual accounting and cash-basis International Public Sector Accounting Standards and 

at the same time reinforced the stability of cash accounting. With respect to strong 

structuration theory, the authors managed to focus more on agency and outcomes, 

particularly to uncover the position-practices of government accountants as agents-in-

focus in relation to agents-in-context, as well as to expose agents-in-focus’ capability in 

articulating strategic agency. The exploration, which was guided by the agents’ conduct 

and context analysis, creates an understanding of day to day government accounting 

practice amid the dialectic of control among the key stakeholders. 

6. Harris, et al. (2016) experimented with strong structuration theory to reanalyse four case 

studies on strategic investment decision-making (SIDM), originally employing other 

theories such as personal construct theory and grounded theory. The purpose was to 

theorise SIDM process and simultaneously look for the suitability of strong structuration 

theory to address subjective judgement in SIDM. The case studies reanalysed ranged from 

risk factors assessment in strategic project appraisal, the use of accounting information in 

new product development (NPD) projects and self-assessment base post-completion audit 

(PCA) to alignment of SIDM with organisational strategies using the management control 

system (MCS). They are practically identical in terms of the presence of uncertainty risks 

on the strategic outcomes. The reanalysis helped to unfold a complex environment 

characterised by the information asymmetry and power asymmetries within the position–

practice relationships. Strong structuration theory’s strategic context analysis makes it 

possible to spot the previously neglected external structures that shape such an 

environment. The managers as agents-in-focus utilised not only their intuition and tacit 
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knowledge (general-dispositions) in dealing with team dynamics but also conjuncturally-

specific knowledge in the form of their knowledge of the surroundings. 

7. Makrygiannakis and Jack (2016) studied how budgeting practice changed in a Greek 

hospitality organisation following the 2008 financial crisis. In this study, context analysis 

was useful to explore the changing context which is mainly driven by the financial crisis, 

while conduct analysis was used to address the perception of agents on the change. The 

crisis encouraged agents within the organisation to criticise and modify the existing 

budget and control system, for example by proactively controlling the budget variances. 

Many control procedures were loosened and de-bureaucratised to allow the agents have 

more operational time and increase productivity. The crisis also expanded accounting 

mentality as people within the organisation, even in the lower level, were increasingly 

aware of the budget. The engagement of those in lower position at the budget adaptation 

demonstrates a variation on how structures and in-situ agents relate to each other.  

Methodologically, the authors use the quadripartite nature of structuration framework to 

design the research, rather than to analyse already collected data. In sum, strong 

structuration theory helps to focus on how the agents-in-focus reflect upon the changes 

in context in order to understand the changes’ impact on their dispositions/knowledge.  

8. Feeney and Pierce (2016) employ different agents-in-focus in their study of the role of 

accounting information in new product development. They carried out a microanalysis of 

six managers within a given conjuncture. Conceptualising accounting information as the 

external structure, the study found that different agents respond to the accounting 

information both subjectively according to their conjuncturally-specific internal 

structures and dispositions, and objectively based on the structure characteristics. This 

interaction between external and internal structures produced the outcome in the form of 

the way the managers use accounting information. The authors discovered the 

connections between different elements of the quadripartite nature of structuration. 

Similar to Makrygiannakis and Jack (2016), this study employs strong structuration 

theory since the stage of research design, so as to guiding the researchers to collect and 

analysis data. 

9. Moore and McPhail (2016) utilise three abstract–concrete levels of ontology of strong 

structuration theory to examine how external structures as conditions of action (the nature 

of active agency) enable the development of carbon accounting framework at the policy 
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(macro) level, industry (meso) level and organisational (ontic or micro) level in Australia. 

The nature of active agency, in this case, is related to a conscious choice to comply with 

climate change–responsive requirements. At the macro-level, the interplay among 

internal structures, capabilities, and the role of trust and power of agents-in-focus shaped 

an understanding of the necessity to adopt carbon accounting by the Commonwealth 

Government. Meanwhile, the water industry at the mesolevel managed to moderate the 

exercise of power at the macrolevel through early adoption of such a policy. At the ontic 

level (an individual water business), the interaction between agents’ stock of knowledge 

and external context and conditions of action resulted in a greenhouse strategy, which 

was intended to avoid being liable for the carbon price. Strong structuration theory 

through position-practices analysis was found to be useful to reveal communication, 

actions and power relations among actors. However, the events at each level occurred 

independently, implying that one is not an outcome from others. Otherwise, strong 

structuration theory should have been better in explaining a change in social practice. 

10. Among recent work employing strong structuration theory, a study by Chapple (2018) is 

quite distinct. While most research has been done in the management accounting area, 

she focuses more on financial accounting and reporting associated with the adoption of 

IFRS (International Financial Reporting Standards) in Australia. Amid the globalisation 

phenomenon in the 20th century, Australia transformed from a country attempting to 

harmonise its accounting standards into one that completely adopted international 

standards. The reform symbolised the relinquishment of its sovereignty. Strong 

structuration theory helps to position the Financial Reporting Council (FRC) as the 

standard setter in the complex web of relationships and to uncover how FRC members 

drew upon their general-disposition and conjuncturally-specific knowledge in decision-

making. As its members had exposure to other options such as convergence with selected 

IFRS or adoption of the US GAAP, FRC did have capacity to resist the demand to fully 

embrace IFRS. Nevertheless, due to its apprehension about conditions imposed by 

domestic corporate law, FRC felt unable to do so. It is worthwhile noting that the author 

initially employed Giddens’s structuration theory but subsequently complemented it with 

Stones’s strong structuration theory particularly when dealing with certain external 

forces. 
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11. Strong structuration lens is employed by Daff and Jack (2018) to describe how 

accountants interact horizontally and vertically with their colleagues within non-profit 

organisations. The interaction is of importance as the accountants attempt to 

communicate and disseminate financial and accounting aspects of the organisations to 

others. It is active agency of the accountants to extend their role in making the 

organisations more effective that, in turn, would strengthen their relative power within 

the networks. Strong structuration theory is supportive to guide the investigation of how 

the accountants draw upon their prior experiences, desire, and expectations as well as 

their conjuncturally-specific knowledge of the contextualised field and others’ conduct. 

The framework then informs the outcome by highlighting the strategic use of those 

knowledge by accountants to change the internal structures of other employees. 

12. Lastly, similar to Chapple (2018), Al-Htaybat (2018) uses strong structuration theory in 

financial reporting area. The author operates the theory to investigate regulatory change 

of corporate reporting in Jordan to comply with IFRS. Strong structuration theory 

informed-analysis outlines the presence of externally and internally driven structures as 

crucial factors behind the adoption of IFRS in Jordan. The Gulf War appeared as the 

destabilising factor of Jordan economy, which engendered the government to shift the 

orientation towards international trade and foreign investments. The interplay among 

structures was also characterised by accounting profession promoting a uniformity in 

financial reporting interpretation and several corporations who voluntarily adhered to the 

international standards to the advantage of investors. 

The above literature review presents evidence on advantages of using Stones’s strong 

structuration theory with respect to the shortcomings of Giddens’s structuration theory being 

explored by the researchers. They include mesolevel and onticlevel analysis as part of the sliding 

ontology, epistemological and methodological guidance for conducting empirical research and 

identifying external structures that are drawn upon by agents in producing and reproducing 

structures. The review equally shows a recent development of strong structuration theory studies 

in the accounting field, characterised by advancement from overly static use of quadripartite 

framework of structuration towards a greater focus on active agency with the application of 

agents’ conduct analysis and agents’ context analysis (Coad, et al., 2016). 

Strong structuration theory is distinguished in the mesolevel and onticlevel analysis. Most studies 

reviewed conducted analysis on these levels. Onticlevel analysis where the study is carried out 
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in a concrete situation depicts individual relationships within a nexus of interdependency. 

Therefore, the observation focuses on how managers undertook substantial investment decisions 

within an uncertain environment (Elmassri, et al., 2015) and how various managers perceived 

accounting information in new product development (Feeney & Pierce, 2016). The analysis 

enables the researchers to capture the agents producing and reproducing structures in response to 

emerging influences. Accordingly, this analysis offers a stronger ontological foundation for 

researchers in the field (Jack & Kholeif, 2007). In Chapple’s (2018) work, mesolevel analysis is 

employed to connect the abstract macrolevel (the globalisation phenomena) and the empirically 

microlevel (agency of the Financial Reporting Council members). A relatively different approach 

is found in Moore and McPhail’s (2016) article, where three levels of ontology are employed 

altogether to investigate the development of a carbon accounting framework. 

Moreover, a feature of strong structuration theory that draws much attention in accounting 

research results from its ability to provide epistemological and methodological guidance to 

understand a far more nuanced account of structuration process as a proxy of reality. This strength 

is exhibited with a provision of a framework for research design. The concept of the quadripartite 

nature of structuration, position–practice relation and sliding ontology materialise in the conduct 

of empirical research. Coad, et al. (2015) suggest using the theory to design data collection and 

data analysis rather than applying it afterwards. Some studies that applied strong structuration 

theory to already collected data acknowledged that the discussion would have been richer had 

the decision been made at the beginning to use strong structuration theory (Coad, et al., 2015; 

Jack & Kholeif, 2008). Stones (2005) also provides composite research strategy, which consists 

of a series of recurrent steps. It begins with the identification of the general dispositional frames 

of meaning of agents in focus within the bracket of conduct analysis. It continues with the 

identification of their conjuncturally-specific internal structures that indicate the agent’s own 

perception of their immediate external terrain. The step subsequently turns to the context analysis 

to identify the relevant external structures as well as the position practices that constitute them. 

These procedures finally help to specify the possibilities for action and structural change based 

on conditions of external structures. The composite research strategy was employed by Chapple 

(2018) and Feeney and Pierce (2016) to fully optimise methodological guidance of strong 

structuration theory. 

A significant improvement provided by the extended version of structuration theory is the ability 

to recognise external structures. External structures are conditions of actions that enable or 
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constrain the action of active agency. In the studies reviewed, the concept of external structures 

is used variably. Jack and Kholeif (2008) identified external structures simply as those 

represented by influential organisations such as the European Union and the Egyptian 

Government, who imposed conditions on agents in focus. Others (for example, Chapple, 2018; 

Elmassri et al., 2015) associate them with abstract structures, such as international accounting 

governance, corporate law, and uncertain political and economic circumstances. In Feeney and 

Pierce’s (2016) work, accounting logic is interestingly recognised as having external structures 

that managers drew upon in the development of a new product. The way to understand external 

structures is mediated by the position–practices concept and this is the reason in some studies the 

identification of external structures did not appear overtly as it coalesces with the position–

practice analysis (Adhikari & Jayasinghe, 2017; Moore & McPhail, 2016). The position-practices 

analysis was employed by Coad and Glyptis (2014) to discuss a case study of a joint venture 

between companies in oil production and shipping. The case study shows a complexity of control 

relationships that required the analysis move into the inter- and extra-organisational levels. The 

analysis illustrates how asymmetries of power affected control practices of the joint venture, 

where demands of major oil companies and regulatory bodies became influencing determinants. 

Meanwhile, the contradiction between the partners was moderated through the dialectic of 

control that subsequently resulted in the emergence of trust. 

Aside from these advantages, strong structuration theory is positively attributed to empirical 

studies covering a specific period of time and therefore able to fill the gap of structuration theory 

that does not incorporate historical time (Archer, 1996). However, this characteristic is likely to 

prompt scholars not to go beyond the specific scene and is thus static in nature. Structuration 

process takes place when agents interact with structures and this results in a new structure—

either a continuation or change. It exhibits the duality of structure—that is, structure is medium 

as well as outcome. When enduring for a longer time, it becomes institutionalised practice. Figure 

4.3 illustrates the concept of duality of structure. In T1 and T2 (time 1 and 2) structures (external 

and internal) are the medium that interplays with agents in T3. As a result, structure in T4 

represents an outcome, which is continuously involved in and mediates the subsequent 

structuration process. 
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Figure 4.3 Multilayered duality of structure 

 

Due to this cycle, I argue that strong structuration theory has the potential to portray fairly 

different stages of structuration process, thus implying the ability to capture a shift within the 

dynamic process. Most prior studies reviewed concentrated in a static duration. For example, the 

study of Nepalese accounting reform (Adhikari & Jayasinghe, 2017) did not resume following 

government accountants’ refusal to adopt accrual accounting and further elaborate on where 

external structures might respond differently. Similarly, the process of strategic investment 

decision-making in the uncertain Egyptian environment concluded with the production of 

judgemental and intuitive decisions. It did not go beyond this point (Elmassri et al., 2015). A 

case addressed by Jack and Kholeif (2007) concerning agriculture in the United Kingdom is an 

exception because it examined two episodes of early implementation and current practice. 

Unfortunately, this work is not really an empirical study; it merely intends to introduce strong 

structuration theory for empirical accounting research. Therefore, the framework is not optimally 

utilised in dealing with the dynamic process. 

Among few structuration studies that are interested with the dynamic process, a work by Coad 

and Herbert (2009) deserves attention. They employed a longitudinal case study to investigate 

the interaction between external structures, internal structures and management accounting 

practices that evolved over period of time. However, they failed to address why these structures 

interact and how the interaction shapes the reproduction of management accounting practice. 
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They attribute the failure to the limitation of Stones’ quadripartite framework that does not 

provide a guidance to answer such questions. Feeney and Pierce (2016) responded by focusing 

on structural outcomes that allowed them to identify connecting tissue between different 

elements of quadripartite framework. It is the way when the external structures influence internal 

structures of agents that in turn become the source of agents’ behavior. 

My study aims at extending the use of strong structuration theory to depict a more dynamic 

process of structuration. To do so, I employ it as a comparative framework across three different 

phases of the adoption, implementation and internalisation impact of accrual accounting in the 

public sector asset management, so as to demonstrate the theory’s ability to explore the 

reproduction of structure and to trace the changing interactions between structures and agents 

across time. 

4.6. The Appropriateness of Strong Structuration Theory for the Study 
With the features discussed previously, strong structuration theory is appropriate to be used as 

the theoretical framework for this study of accrual accounting adoption in public sector asset 

management. This suitability can be justified in relation to the context and existing literature. 

These two aspects are elucidated on below.  

Firstly, the context of this study is Indonesian public sector accounting reform, particularly in the 

area of public sector asset management. The public sector typically offers a prominent research 

setting exhibiting complex relationships due to the presence of multiple stakeholders (Adhikari 

& Jayasinghe, 2017; Coad, et al., 2016; Coad, et al., 2015; Lapsley, 1988). Furthermore, in the 

Indonesian context, internal conflict is not unique, particularly in the transformation process 

where the key actors engaged in contesting ideas (McLeod & Harun, 2014). This study presents 

mainly two sides playing a central role in the reform. One is a group of government accountants 

promoting the accounting reform, and the other is a group of asset management people who dealt 

with the accounting reform imposed on their field. In the preceding phase of the reform in the 

whole context, the process also featured the involvement of external structures in the form of 

international financial institutions such as the World Bank and the International Monetary Fund 

(Hassan, 2015). It should also be emphasised that this was part of broader reform following a 

regime change that has democratised the political climate and where the people’s voice now 

determines the direction of the country. Consequently, the government should bring transparency 

and accountability to the forefront. This fact explains why a concept such as new public 

management is acceptably articulated in such an environment. 
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All these factors constituted the rise of strategic public asset management within Indonesian 

public policy and the emergence of Directorate General of Public Assets, under the Ministry of 

Finance, that is responsible for handling such areas. Recently the organisation was declared a 

revenue centre. The change was a shift of orientation that reflects an ambitious role for it within 

the fiscal policy. However, this shift was not straightforward. Accounting reform in Indonesia 

began in 2003 and its implementation in public asset management, in particular, required 

extended efforts. Importantly, accrual implementation was seen as an imposition that restricted 

the organisation to quickly moving forward. The implementation itself can be understood as a 

structures–agents relationship for the actors who attempted to compromise the conditions. The 

decisions surrounding the policy was contingent on that relationship and hence should be 

considered as subjective judgments. The fact that in the end strategic asset management was 

strengthened shows that it was an outcome of a structuration process. In this regard, I argue that 

strategic public asset management is an emerging structure resulting from the interaction between 

various structures and key agents within the government. 

Strong structuration theory, therefore, suits the current study. With the features previously 

discussed, the theory has the ability to capture the dynamics behind the transformation in the 

context of public sector accounting and asset management in Indonesia. 

Secondly, the appropriateness of strong structuration theory is supported by the literature. From 

the literature on public sector accrual accounting that has been presented in Chapter 3, studies on 

the institutionalisation of accrual accounting in the public sector overemphasise the influence of 

structures (Adhikari & Garseth-Nesbakk, 2016). In fact, various actors are involved in 

responding to the structural forces during the process of adoption and implementation of accrual 

accounting. Ahn, et al. (2014) therefore call for accounting study that fairly considers the role of 

both structures and agents. The current study positions itself in this locus with the intention to 

employ strong structuration theory. It is reasonable as structuration and strong structuration 

theory have been acknowledged for the ability in balancing the view between structures and 

agents. The use of strong structuration theory, which remains rare in public sector accrual 

accounting research, is also projected to provide a methodological contribution to the literature. 

Equally important for this thesis is to discover the impact of accrual accounting on public asset 

management. The longitudinal process across the adoption, implementation and internalisation 

of accrual accounting can be envisaged as a structuration process and as such is consistent with 

the framework.  
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While adopting strong structuration theory within the topic of public sector accrual accounting 

is justified, there is a need to see this from the perspective of strong structuration theory literature 

as well. To date, strong structuration theory has been used in accounting research mostly in the 

field of private sector management accounting (e.g. Coad & Herbert, 2009; Feeney & Pierce, 

2016; Makrygiannakis & Jack, 2016). Meanwhile, a few studies in the area of financial reporting 

include the work of Adhikari and Jayasinghe (2017) on the IPSAS adoption in the Nepalese 

Government and Chapple (2018) on IFRS adoption in Australia. The use of the theory in the 

public sector setting as well as in the ground of financial reporting is hence much encouraged. 

This study shares setting similarity with the work of Adhikari and Jayasinghe (2017) in that they 

capture agents’ responses to accounting programs promoted by external forces. However, unlike 

their study, this thesis explores accrual accounting practice in a somewhat different ontology. 

The focus is not on the whole government when accrual policy is adopted; rather the focus is on 

the lower level of the subsequent phase, when accrual accounting is implicated in the 

development of strategic public asset management. This approach is necessary to illustrate the 

new use of strong structuration theory. 

One may challenge the preference of strong structuration theory over other theories. This is my 

last concern in this section. There are a number of studies focusing on accrual accounting 

adoption in the public sector from the perspective of social change. Most of them argue that the 

key determinant of the change process is structure or institution—that is, that an action or policy 

is predominantly influenced by social position and social norms. 

Accordingly, the literature observes that the institutional theory is mostly employed to conduct 

the analysis (e.g. Adhikari & Garseth-Nesbakk, 2016; Ahn, et al., 2014; Hyndman & Connolly, 

2011). Three different institutional theories have been used distinctly in such areas. These are 

new institutional economics, old institutional economics and new institutional sociology. It is 

said that the adoption is less to do with the rational choice—for example, to improve efficiency—

and more that it is considered isomorphism, in which the policy mimics that of other developed 

nations. However, Burns and Scapens (2000) argue that this theory is mainly concerned with the 

intraorganisational process of change and neglects the emergence of external structures. Besides 

this, the role of key agents (the dynamic involving local actors and agencies) is insufficiently 

captured as the theory looks heavily at the institution’s point of view (Ahn, et al., 2014; Lapsley, 

et al., 2009). Due to this drawback, scholars using institutional theory modified or complemented 

it with other theories to be able to apprehend the role played by key actors (Hoque, et al., 2013). 
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For instance, Adhikari and Garseth-Nesbakk (2016) as well as Harun (2012) used the extended 

version of new institutional theory as introduced by Dillard, Rigsby, and Goodman (2004), while 

Burns and Scapens (2000) mixed old institutional economics with structuration theory. Likewise, 

Ahn, et al. (2014) combine institutional theory with Bourdieu’s notion of habitus in an attempt 

to interrogate the role of key actors. The authors further recommend using a particular theory that 

can be used to recognise the influence of structure and agents. 

The emergence of (strong) structuration theory balances the discourse between structure-centred 

and agent-centred views as structuration scholars attempts to create synthesis between structure 

and agents to capture the complexity of the accounting change process (Kilfoyle & Richardson, 

2011). Giddens’s structuration theory is widely recognised as a theory satisfying the need to 

synthesise structure and agents to capture the complexity of the accounting change process 

(Kilfoyle & Richardson, 2011). While the institutional theories seem to treat structure and agency 

as dualistic, in the sense that these two are opposing, actors have to choose between, structuration 

theory is said as perceiving structure and agent as mutually constitutive and intertwined (duality). 

4.7. Current Research Framework 
This research expects that the adoption of strong structuration theory would enable the capturing 

of the dynamics around the adoption of accrual accounting in public sector asset management in 

Indonesia where the agents draw upon structural conditions as well as their own knowledge in 

their action to produce and reproduce (new) structures of meaning, legitimation and power. The 

framework employment aims to obtain a deep understanding of human actions and to explore 

how this policy is implicated in the wider social context. As the emphasis is on how accrual 

accounting adopted, implemented and impacted in public sector asset management, focused 

attention is given to asset management practice and how it responds to accrual accounting. 

Accordingly, this research investigates the process in three phases as reflected in the research 

questions: when accrual accounting is adopted, when accrual accounting is implemented, and 

when accrual is evaluated. All are related to public sector asset management. 

At the beginning of the adoption of accrual accounting in general, external structures can be 

attributed to political aspects (post-Soeharto’s new democracy), economic aspects (economic 

growth and development) and governance (new public management). They are represented by 

various actors from parliament, senior members of the public service and transnational financial 

institutions. However, when the discussion turns into a specific context of public sector asset 

management, the accounting standards resulting from the adoption process emerge as a structure 
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influencing the practice of asset management. It demonstrates the duality of structures—that 

structure is medium and outcome. In this regard, accounting standards featuring accrual 

accounting are the outcome of the adoption process, and subsequently mediate the practice of 

asset management in the following phase. 

Correspondingly, in determining agents-in-focus, it is important to ground them in the 

significance of the role they play. Hence, agents-in-focus refers specifically to people in charge 

of public asset management within the Directorate General of Public Assets to see how they 

respond to the accounting imposition. On the other side, government accountants within the 

Ministry of Finance are not seen from the perspective of their role at the macro level, where they 

were crucial in the process of adoption in general. As this study takes place at the meso level, 

they are seen more as agents-in-context—representing the emergence of an accounting structure 

permeating public sector asset management practice. 

4.8. Summary 
Considering that the adoption of accrual accounting in public sector asset management is a social 

practice, I employ a particular theory as the theoretical lens. Strong structuration theory provides 

a balanced view of the interplay between structures and agents. This chapter has elaborated on 

the features of strong structuration theory, particularly in relation to Giddens’s structuration 

theory, from which the theory originated. Strong structuration theory overcomes the limitation 

of structuration theory because it translates ontological aspects into epistemological and 

methodological approaches and introduces the quadripartite framework, which enables 

recognition of external structures through the position–practices relationship. Also presented is 

a comprehensive review of the use of strong structuration theory in accounting research, along 

with lessons learned to enrich the contribution of the present study. 

The next chapter discusses the research methodology. In this regard, we will see partly how the 

employment of strong structuration theory is taken into account in the design of this research. 
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CHAPTER 5: RESEARCH METHODOLOGY 
 

5.1. Overview  
As this research aims to build a deep understanding of the adoption of accrual accounting in 

public sector asset management, the purpose of this chapter is to explain how I carried out the 

research to reach that understanding. It was discussed in the preceding chapters that the adoption 

of modern accounting techniques, particularly in emerging economies, has little to do with the 

rational choice to enhance transparency and accountability; rather it is implicated in the complex 

political, economic and social context (Harun, 2012; Hopper, et al., 2009). Hence, it is plausible 

to acknowledge that the adoption of accrual accounting in Indonesia is not simply for technical 

purposes. It should be considered as socially constructed on the foundations of the organisation 

and its environment that might place the adoption policy as symbolic (Chua, 1986) and 

metaphorical (Morgan, 1988). Indeed, the employment of a new accounting technology is 

contextually bounded. In this regard, understanding Indonesia contextually is imperative in order 

to discover how political, economic, social and cultural aspects influence the policy. 

To emphasise, positivism research can hardly represent the complex reality underpinned by the 

influence from the social, political and historical context and does not allow diverse meanings to 

arise (Chua, 1986). The use of social constructionism as the epistemology for this research is 

appropriate, though it does not necessarily mean to employ a pure interpretivism research 

paradigm. Also appropriate is strong structuration theory as the theoretical framework to reveal 

the dynamic process between structures and agents in the accrual policy. 

This thesis follows Crotty (1998) scaffolding scheme. As such, it outlines the research 

methodology by firstly elaborating on epistemology and continuing with the research paradigm. 

The strategies of inquiry and research methods follow subsequently. As addressed in Chapter 4, 

the use of strong structuration theory provides empirical guidance to conduct research, so the 

implication of using it is also discussed in this chapter. 

5.2. Epistemology: Social Constructionism 
Epistemology is a determinant in gaining knowledge. A researcher should delineate his or her 

epistemological position prior to their investigation to seek meaning. It defines how to specify 

the criteria and process when assessing truth claims (Chua, 1986). In Crotty’s words, 

epistemology is ‘the theory of knowledge embedded in the theoretical perspective and thereby in 

the methodology’ (1998, p. 3). Among a number of epistemological assumptions, social 



 

94 
 

constructionism might be classified as mixed due to its position between two far ends: 

objectivism and subjectivism. 

Constructionism comes into being as a response to objectivism. Objectivism was a dominant 

epistemology prior to constructionism. In objectivism, truth and meaning are obtained from their 

objects directly and independently. Constructionism offers a different view—that ‘all knowledge, 

and therefore all meaningful reality as such, is contingent upon human practices, being 

constructed in and out of interaction between human beings and their world, and developed and 

transmitted within an essentially social context’ (Crotty, 1998, p. 42).  

Constructionism contends that meaning is not discovered but constructed. It is human beings that 

put a meaning to the reality. Accordingly, a tree is a tree not because it has been discovered as a 

tree but because humans define it so and associate it with the quality they create themselves. As 

Fish says, ‘not a matter of discerning what is there, but of knowing how to produce what can 

thereafter be said to be there’ (as cited in Crotty, 1998, p. 47). 

In contrast to objectivism, where the subjects keep a distance from the object, constructionism 

requires a collaborative process between subjectivity and objectivity. In fact, subjects are 

considered to be the main contributing element of research. In the process of making the meaning, 

subjects actively engage with the world they are studying and are involved in defining the 

meaning. 

Despite the pivotal role of the subject in producing meaning, constructionism is not subjectivism. 

Objectivity, in fact, remains crucial for this view. Object does exist, and as Heidegger and 

Merleau-Ponty state, ‘the world is always already there’ (as cited in Crotty, 1998, p. 44). 

Nevertheless, the presence of the world is not necessarily accompanied by meaning. The meaning 

will only emerge when humans come to and interact with it. As Crotty (1998) says ‘meaning 

does not inhere in the object, merely waiting for someone to come upon it’ and ‘actual meaning 

emerges only when consciousness engages with them’ (p. 42–43). Therefore, constructionism 

differs substantially from subjectivism, which may just impose a meaning on the reality without 

any concern for the object itself. In constructionism, the researchers have objects as partners in 

the generation of meaning that also act as the limiting factor (Crotty, 1998). Lincoln, Lynham, 

and Guba (2011) describe this way as co-created findings. Even when creativity is expected when 

exploring the meaning, it must not be wild creativity; rather it is creativity that is tied closely 

with the reality. 
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Perhaps what best illustrates constructionism is subjective objectivity. Constructionism is thus 

straddling those two paradigms (Kakkuri-Knuuttila, Lukka, & Kuorikoski, 2008). It is objectivity 

that is much influenced by the actor’s or subject’s perspective and vice versa—it is subjectivity 

within one particular object boundary. As Crotty (1998) says, ‘we do not create meaning … we 

have something to work with’ (p. 44). The researcher may be like a civil engineer who is provided 

with a range of materials and required to employ a large range of methods to construct a new 

building. In such a situation, in developing the thing he or she can utilise no more than the given 

materials available along with their particular properties such as shape, size and colour. 

Furthermore, a critical feature of this epistemology is the notion that a meaning produced is social 

(Crotty, 1998). Social constructionism aims to generate ‘in-depth’ social and cultural 

understandings of social phenomena (Carter, 2008). Individuals construct meaning. It makes no 

sense to claim that it is purely our thought. In fact, the construction emerges by borrowing the 

lenses of our culture. Therefore, the cultural background of the researchers matters because it 

mediates between understanding of objects, subjects and their interaction in socially constructing 

the meaning of their world (Carter, 2008). 

While it is clear at this point that meaning is constructed, people argue about the extent to which 

the construction occurs, particularly in association with the label ‘social’ that is attached in the 

term. Crotty (1998) argues that ‘the “social” is about the mode of meaning generation and not 

about the kind of object that has meaning’. Social constructionism thus encompasses both the 

social reality and the natural. As Crotty (1998) argues: ‘all reality, as meaningful reality, is 

socially constructed. There is no exception’ (p. 54). In contrast, another viewpoint maintains that 

social constructionism is merely about social phenomena.  Giddens and Blaikie argue (as cited 

in Crotty, 1998, p.58) that constructivism is a view of scientific knowledge of the natural world, 

while constructionism is used for scientific knowledge of the social world. I agree with Crotty’s 

idea of the social being the approach to construct meaning, yet the application in different settings 

between natural and social worlds is not analogous. In this vein, I accept Giddens’s (as cited in 

Crotty, 1998, p.55-56) claim that the construction process in the social field is much more 

complex because it requires the scientist to cope with double hermeneutic while the task of 

natural scientists is merely to describe and explain phenomena. 

The social feature in social constructionism definitely brings a consequence in that the meaning 

generated may be diverse. Due to subjectivity embedded in the constructionism process, it is 

most likely to have a different meaning for the same reality. Similarly from the object side, one 
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reality may be pregnant with potential meaning (Crotty, 1998) that allows for multicoloured 

interpretation. As a result, nobody can claim they dominate the truth. There is no true or valid 

interpretation. I may say that different cultures and times must bring about a diverse 

understanding of reality. Morgan (1988) shares a similar view particularly in relation to 

accounting. According to him, there is no metaphor that is able to grasp the total nature of 

accounting as a social phenomenon, which is inherently complex, multidimensional and 

paradoxical. 

The incorporation of collective understanding of reality clearly differentiates (social) 

constructionism from constructivism that focuses exclusively on the individual mind (Crotty, 

1998).  Constructivism can be associated with our psychological (cognitive) processes and 

structures at the individual level. In other words, it can be associated with how we perceive the 

world as individuals. As such, our constructed meaning should be seen in a genuinely historical 

and social perspective; otherwise it might be misleading (Crotty, 1998). It signifies the 

importance of meaning contextualisation. 

In line with Crotty, Chua (1986) goes further by arguing that the process of interpretation 

(meaning construction) should not focus on our own action alone. Rather, others’ actions should 

be taken into account as well in order to develop continuous social interaction, which in turn 

produces objective (intersubjective) reality. To some extent, it will further institutionalisation 

and experiences structuration (Chua, 1986). 

Using social constructionism as the epistemology, I understand the adoption of accrual 

accounting as having a potential reality that needs to be constructed while considering the social 

context (Neu & Simmons, 1996) in the interpretation. The social context calls for 

contextualisation and at the same time a recognition not to view the adoption policy as similar to 

that in other places. Accordingly, it requires the incorporatation of hermeneutic process to 

produce an in-depth understanding of the adoption of accrual accounting in Indonesian public 

sector asset management. 

5.3. Research Paradigm: Interpretivism 
The preceding section described social constructionism as the epistemological stance for this 

research. Referring to Crotty’s scaffolding scheme, the next stage is the theoretical perspective. 

He defines it as ‘the philosophical stance informing the methodology and thus providing a 

context for the process and grounding its logic and criteria’ (Crotty, 1998, p. 3). Nevertheless, 

expanding on his scheme, I use the term of research paradigm instead. It is similar to Crotty’s 
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(1998) term of theoretical perspective since he states ‘… each theoretical perspective embodies 

a certain way of understanding of what is (ontology) as well as a certain way of understanding 

what it means to know (epistemology)’ (p. 10). 

A research paradigm is a combination of epistemology and ontology, which underlie 

philosophical assumption. Burrell and Morgan (1979) define it as ‘the very basic metatheoretical 

assumptions which underwrite the frame of reference, mode of theorizing and modus operandi 

of the social theorists who operate within them’ (p.25). 

While epistemology appears in this ‘scaffolding’ scheme, Crotty (1998) argues that ontology is 

already embedded in the research paradigm. With respect to the employment of social 

constructionism epistemology in interpretivism and critical theory, ontologically these paradigms 

can be realism and relativism. The focus hence is not limited to the things that are observable 

and measurable, as it is the case in the positivism paradigm (Puxty, 1993). Despite the view that 

the meaning is constructed, it is in fact real. It could be easily understood by realising that 

constructionism is based on reality. This realism is, however, dissimilar to realism in positivism 

that suggests that an object exists independently of human beings. Furthermore, it is relativist as 

well since it is just ‘the sense we make of them’ (Crotty, 1998, p. 64). It is because people ascribe 

meaning according to their own historical and cultural background, which varies at different 

places and time. 

There are several research paradigms—namely positivism, interpretivism and critical theory as 

well as more contemporary paradigms such as post-structuralism and discourse theory. The social 

constructionism that underpins this research is an epistemological approach that constitutes the 

interpretivism paradigm and critical theory. The difference between interpretivism and critical 

theory is that critical theory makes judgement, while interpretivism does not. The paradigm of 

this research is basically interpretivism, yet it strives to make a judgement so it is moved a little 

bit towards the critical stance. 

In general, positivism was a dominating ‘received view’ for 400 years in both physical and social 

sciences (Guba & Lincoln, 1994). It is also the case in the accounting study in which this research 

paradigm is represented by the so-called positive accounting theory. It is due to the notion that 

accounting is a branch of economics and hence deals mostly with measurement issues (Gaffikin, 

2008). However, positivism can hardly represent the complex reality that is influenced by 

dynamic social, political and historical contexts, and will not allow the likelihood of diverse 
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meaning (Chabrak, 2005; Chua, 1986). It merely focuses on capital accumulation and is not 

interested in change. 

On the other hand, in the last 40 years, non-positivist paradigms have been linked to the rise of 

alternative accounting research in management accounting. Alternative accounting research 

offers a new way of thinking by acknowledging pluralistic discursive space in accounting (Baxter 

& Chua, 2003). The relevance of this approach in management accounting, in particular, is 

appropriate because management accounting deals mostly with how to control people’s 

behaviour. The approach allows the researchers to focus on understanding the contextual 

implementation and effects of accounting tools and techniques within an organisation (Carter, 

2008). The growing number of accounting research utilising non-positivist paradigms is for 

instance exhibited by van Helden and Uddin (2016). Based on a literature review on public sector 

management accounting, they figure out that the use of positivism is currently surpassed by that 

of interpretivism and critical paradigms. 

The constructionism-inspired accounting embedded in two alternative assumptions of 

interpretivism and critical paradigms is seemingly like hitting the nail on the head in encountering 

the drawback of positivism (Chua, 1986). Chua (1986) indicates that positivism tends to support 

the status quo. It has never questioned the goals of decision-makers, firms or society. It is a 

positivist commitment to value-free research to avoid commenting on ends, as ends are about 

value judgments and therefore entirely subjective (Carter, 2008). By contrast, non-positivist 

paradigms enrich the research by taking diverse meanings into consideration. This feature is 

something that positivism lacks (Chua, 1986). In management accounting, for instance, 

positivism is regarded as less useful for understanding how complex and dynamic the 

socioeconomic and cultural issues are (van Helden & Uddin, 2016). The differences between 

these research paradigms are elaborated by Chua (1986) as detailed in Table 5. 1. 
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Table 5. 1 Research paradigms comparative table 

Aspect Positivism Interpretivism Critical paradigm 
Epistemology The truth is gained mainly 

from empirical testability 
of scientific theories, 
known as hypothetico-
deductive 

Knowledge is socially and 
inter-subjectively 
constructed 

Gaining knowledge 
through consensus 
between researchers and 
actors is inadequate 

Methodology Survey and mathematical 
and statistical 
measurement 

Ethnography, case 
studies, participant 
observation 

Ethnography and thick 
case studies 

Ontology Object exists 
independently from 
subject (subject has no 
role in the making of 
meaning) 

Reality has no meaning 
until human beings come 
to and give meaning to it 

Human beings have 
unfulfilled inner 
potentialities, yet they are 
dominated by the 
prevailing system. 
Objects can be understood 
through historical context 

Human purpose Human being is purposive 
with one single 
superordinate goal of 
utility maximisation 

All actions have meaning 
and are grounded in social 
and historical practices 

Human intention, 
rationality, agency, and 
truth are critically 
analysed as a product of 
their historical and 
material context 

Societal relations  Conflict within 
organisation is 
acknowledged, yet it is 
controllable 

Social order is assumed 
and conflict is mediated 
through common schemes 
of social meanings 

Fundamental conflict is 
endemic because of 
injustice and competing 
ideology 

Relation between theory 
and practice 

Dichotomy between 
means and end 
representing value-free 
commitment 

Theory merely explains 
and understands social 
phenomena 

Theory is supposed to 
identify and remove 
domination and 
ideological practices 

Source: Chua (1986) 
 

Non-positivist paradigms have introduced a new strand in accounting literature that perceives 

accounting from a broad perspective, including a view that accounting has power to construct 

reality (see Chapter 3 for literature). The concept of reality construction in accounting is raised 

among others by Morgan (1988). He states that accounting is actually dealing with the activity 

of representation and ‘accounting for’. Accounting is supposed to characterise complex 

multidimensional realities in numerical terms. Nonetheless, the numerical term is a metaphor that 

can only reflect things in a partial and incomplete way, hence it has limitations in depicting 

reality. It is mainly concerned with quantifiable aspects of organisation and ignores those that are 

not. It is simply a myth to consider such objectivity for ‘objectivity is always as much a part of 

the observer as of the object observed’ (Morgan, 1988). Consequently, Chapman, et al. (2009) 

suggest that accounting should move from mere bookkeeping, which neutrally shows the facts, 

towards close engagement in social agenda. According to Chua (1986), it is the intrinsic 

ambiguity of accounting that encourages actors to go beyond the symbolic number to produce 

competing metaphors. 
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The shift to more constructionism accounting in the literature can be seen in several studies (see 

for example Everett, et al., 2007; Frezatti, et al., 2014; Graham, et al., 2009). It is also the case 

in the public sector accrual accounting literature in particular. Initially most studies were more 

concerned with technical issues around the aptness of accrual accounting for the public sector. 

The use of the non-positivist paradigm is thought to have commenced when researchers shifted 

their focus to the interrelationship between the introduction of accrual accounting and its 

sociopolitical context (see Chapter 3 for more detail). 

The critical interpretivism paradigm concurs with the strong structuration theory that is used as 

the theoretical framework of present work. Giddens’s structuration theory, which precedes strong 

structuration theory, is recognised as representing a non-positivistic strand of social theory in 

accounting research (Baxter & Chua, 2003). Holding that both structures and agents are crucial 

in social practices, structuration theory thus stands astride subjectivity and objectivity. In 

addition, accounting scholars have employed strong structuration theory to seek understanding 

informed by sociopolitical behaviour instead of economic rationality in various terrains, such as 

investment valuation (Harris, et al., 2016), budget and control (Makrygiannakis & Jack, 2016) 

and IFRS adoption (Chapple, 2018). The strategic conduct analysis and strategic context analysis 

of strong structuration theory, where key agents draw upon internal and external structures, are 

consistent with the critical interpretivism paradigm view that all actions are grounded in the 

political and social context. 

5.4. Strategies for Inquiry: Case Study 
As the philosophical underpinnings of this research have been clearly described, the following 

part goes to the more technical concerns. The next element is strategies for inquiry. Using the 

term of methodology instead, Crotty defines it as ‘the strategy, plan of action, process or design 

lying behind the choice and use of particular methods and linking the choice and use of methods 

to the desired outcomes’ (1998, p. 3). For this definition, people use various terms such as 

methodology, research framework, research approach and strategies for inquiry. Looking back 

to the way Crotty expresses the above, he equates strategy, plan, process and design with 

methodology—so for me they are all identical. It is about a research plan informed by a particular 

philosophical assumption that outlines the methods to collect and analyse empirical data. 

Scholars recognise a number of strategies for inquiry. Crotty (1998), for example, lists several 

approaches, such as experimental research, survey research, ethnography, phenomenology and 

grounded theory. He does not consider the case study to be part of this tier but rather a research 

method. On the other hand, Creswell (2013) and Merriam and Tisdell (2016) include the case 



 

101 
 

study, ethnography, phenomenology and grounded theory as strategies for inquiry. Wynsberghe 

and Khan (2007) express their view differently. They argue that a case study is neither a 

methodology, a method nor a research design since its features overlap with these terms. While 

I strive to adhere to Crotty’s scaffolding, the third ladder (strategy of inquiry) should fall into the 

category of case study—or qualitative case study to be more precise, according to Merriam 

(1988)—because it suits the requirement the most. Violating Crotty’s preference, I argue that 

case study is broader than merely a research method as it provides a connection between unit of 

analysis and the choice of method to explore it. 

According to Creswell (2013), a case study is an exploration of a bounded system over time 

through detailed, in-depth data collection that involves multiple sources of information. Merriam 

and Tisdell (2016) as well as Stake (1995) argue that the defining element of a case study is a 

bounded system—that is, a case study is more about what is to be studied. Nonetheless, the ways 

to approach the bounded system cannot be excluded since they have been prepared to conform 

to the characteristics of a case. 

Scholars acknowledge three prominent methodologists in case study research: Yin (2009), Stake 

(1995) and Merriam (1998). Their works have been widely referred to in various fields despite 

the original intention to provide case study guidance for a particular study. For example, Merriam 

dedicated her book to educational research yet it is apparent that her approach is universally 

applicable. The three versions of case study are juxtaposed in Table 5.2. 

Table 5.2 Case study comparative table 

Aspect Yin Stake Merriam 
Epistemology Positivist Constructionist Constructionist 
Definition of case Where there is boundary 

between phenomenon and 
context 

Integrated system  Single entity that could be a 
person, program, group, 
policy 

Purpose Finding commonality to 
build up universal 
explanation 

Focus on peculiarity and 
complexity of single case 

Focus on holistic. 
Should be thick (in-depth) 
description and 
hereustic  

Case No. Multiple (can be 10 cases) Single case study Single case study 
Design Well-structured design with 

proposition 
Emphasise how to link data 
to proposition 
Quantitative and qualitative 

Flexible design with sharp 
research question 
Exclusively qualitative 
 

Carefully defined design 
with guidelines steps: 
literature review, theoretical 
framework construction, 
research problem 
identification, research 
question development, case 
sample selection (purposive 
sampling) 

Data Collection 
Method 

Documents, archived 
records, interviews, direct 
observation, participant 

3 types of technique 
(observation, interview, 
document analysis), but 

3 data collection techniques 
(observation, interview, 
document analysis) 
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Aspect Yin Stake Merriam 
observation, physical 
observation 

mainly holds that 
everything is based on 
observation (similar to 
Grounded Theory) 

Data Validity Construct validity (the idea 
that it is triangulated) 
Strong internal validity 
(interesting with repeated 
pattern) 
Generalisation 
Reliability 

Data source triangulation 
Investigation triangulation 
Theory triangulation 
Methodological 
triangulation 

Internal validity (multiple 
methods of data collection, 
long-term observation, peer 
observation, participative, 
researcher’s position 
disclosure) 
Reliability (disclose, 
multiple data collection 
methods, how to get 
conclusion) 
Constructionism (thick 
description) 

Source: Yin (2009), Stake (1995), Merriam (1998) 
 

Table 5.2 shows that there are as many variances as similarities among three approaches. A 

fundamental approach rests on the philosophical stance, an issue that renders a case study a 

transparadigm strategy (Wynsberghe & Khan, 2007). It shows that a case study does not 

exclusively belong to certain research paradigm, that employing a case study does not inform 

one’s philosophical underlying. Nevertheless, as there are different approaches to case studies, 

one should be careful to select which case study to follow to fit their research paradigm. As such, 

for the sake of concurrency with the paradigm to gain a deep understanding of the phenomena 

being studied my study certainly does not follow Yin’s (2009) positivist stance. Using Yin’s 

epistemological position also brings another consequence of a rather fixed research design, which 

is not suitable because it hampers a broad exploration of the research object. 

Accordingly, Stake’s and Merriam’s approaches are consistent with my underlying paradigm. 

Nevertheless, when going further, I learnt that Stake (1995)’s approach is seemingly less 

advantageous for at least two reasons. Firstly, my study on accrual accounting adoption within 

public sector asset management requires attention to the process in which key actors interact, 

whereas Stake’s approach is said to be less beneficial to study process (Yazan, 2015). Moreover, 

in contrast to Yin’s structured design, Stake’s approach lies at another extreme point because it 

is very flexible. Without any preposition, Stake’s design relies on the development of sharp 

research questions to lead field observation. Although it is likely to offer a rich grounding 

perspective, it may not hit the targeted research point. 

Merriam (1998) combines both the feature of Stake’s flexibility and Yin’s well-structured 

research design. Her version apparently accumulates the merits from the other approaches, with 
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respect not only to research design but also to other aspects such as how the methodologists 

define case study and data analysis (Yazan, 2015). In terms of designing a case study, she 

suggests that it should be set up carefully, beginning with the literature review and theoretical 

framework. It is worth noting that, among these three methodologists, only Merriam advocates a 

literature review that allows for identifying research potential and positioning the case study in 

the body of knowledge. Subsequently, the literature review shapes the research problem and 

research questions. It will also lead to the development of a theoretical framework that navigates 

the field work. This design differs substantially from Stake, who maintains that everything should 

be based on observation. Due to the well-designed research steps, Merriam’s approach is adopted 

in this thesis. 

I observe that Merriam’s case study approach is the most appropriate one for my research purpose 

and philosophical stance, even though it does not necessarily mean that I stick entirely to it. Her 

approach defines four supportive properties of case study: particularistic, descriptive, heuristic 

and inductive (Merriam, 1988). Particularistic implies that a case study is interested in a particular 

situation, event, program or phenomenon, whereas descriptive means that a case study is 

expected to result in a rich, thick description of the phenomena being studied. By heuristic 

Merriam suggests that a case study should illuminate the reader’s understanding of the research 

problem. Lastly, a case study should be inductive in the sense that the knowledge should emerge 

from data collected rather than from theory-derived hypothesis. The key feature of a case study 

is its emphasis on boundedness and specificity and the Indonesian public sector asset 

management that has accrual accounting imposed manifests a particular phenomenon that makes 

it appropriate with Merriam’s particularistic. Furthermore, my study is descriptive in nature as it 

requires a thick description to allow the construction of the meaning while considering the social 

context. As shall be elaborated more in the next section, the descriptiveness leads me to choose 

in-depth interviews as a main method in collecting data. This choice will also turn the current 

research to be inductive because it will allow data to speak by themselves. Lastly, I follow 

research design suggested by Merriam where literature review is crucial in shaping the research 

problem, so it could satisfy the property of heuristic.  

The use of case study as the strategy of inquiry is common in accounting research, in the areas 

of financial accounting and management accounting (Humphrey & Scapens, 1996; Laughlin, 

1995). Kaplan (1983) maintains that case study allows the identification of accounting nature 

and practices from empirical data. In the discussion of accounting change, Harun emphasises the 

advantage of using case study to ‘provide understanding and insights not only as to why and how 
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an accounting system is developed, adopted and implemented but also as to how a new 

accounting system is utilised at the operational level’ (2012, p.73). Likewise, case study is 

supportive if one aims to develop or refine a theory (Eisenhardt, 1989; Eisenhardt & Graebner, 

2007). 

Case study in accounting in particular emerges following the paradigmatic shift to more 

interpretive research, with the aim of reaching a better understanding of accounting practice 

(Humphrey & Scapens, 1996). Cooper and Morgan (2008) argue that the benefit of using case 

study in accounting research is twofold: it not only advances the contribution to knowledge but 

also provides practical relevance. This potential was explored by Ahrens and Chapman (2004) 

in their two-year field study on how the use of a management control system in enabling ways 

helped a restaurant chain to be more efficient and flexible. Frezatti, et al. (2014) also rely on case 

study research in an automobile components manufacturer to illuminate an interesting managerial 

practice where accounting system was abandoned, yet its logic remained produced and sustained 

by people in the company. 

Furthermore, case study is suitable with strong structuration theory research in particular. As 

previously addressed, strong structuration theory offers more epistemological and 

methodological guidance through its sliding ontology turning the focus to meso level and ontic 

level. This advocacy requires specificity that can barely be satisfied by any approaches other than 

case study. For instance, case study facilitates the use of strong structuration theory in 

understanding conflicting beliefs about the role of management accountants in the 

implementation of enterprise resource planning systems (Jack & Kholeif, 2008), how accounting 

information permeates new product development (Feeney & Pierce, 2016) and how subjective 

judgements shape strategic investment decision-making (Harris, et al., 2016). As far as I observe, 

all literature in accounting research using strong structuration theory framework practically 

employs case study—although some did not explicitly mention it. 

5.5. Research Methods 
Research methods are ‘the techniques or procedures used to gather and analyse data related to 

some research questions’ (Crotty, 1998, p.3). The social constructionism epistemology, critical 

interpretivism paradigm and Merriam’s case study, which have been elaborated in this chapter, 

inform qualitative research methods and produce valid evidence. The following subsections 

describe how data are collected and analysed. As data collection deals with people, it must satisfy 

ethical requirements, so ethical issues are presented as well. It should be noted that my past 
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experience working for the organisation involved in the reform provides invaluable background 

information and relatively full access for this research. 

Moreover, as discussed in the previous chapter, the use of strong structuration theory and its 

quadripartite framework in particular has affected the research design of this thesis 

(Makrygiannakis & Jack, 2016). In fact, what makes the theory strong is that the ontology can 

be translated into the epistemological and methodological approach that facilitates researchers 

gaining a far more nuanced account of structuration process. For example, Jack and Kholeif 

(2008) acknowledge this methodological strength by admitting their research was limited 

because they did not use the framework from the beginning. They argue that using the strong 

structuration theory from the start would have enabled them to collect more focused data in 

accordance with the framework. 

As discussed in the previous chapter, Stones provides a composite research strategy that directs 

research operationalisation in detail. It begins with identification of the general dispositional 

frames of meaning of an agent in focus, followed by that of the conjuncturally specific internal 

structures of that agent in focus. It shows the agent’s own perception of their immediate external 

terrain. Next, attention goes to the relevant external structures and the position practices that 

constitute them. Finally, the possibilities for action and structural change based on conditions of 

external structures are identified. Hence, the composite research strategy helps with data 

collection and analysis. Two strategic analyses will be utilised in this matter: strategic conduct 

analysis and strategic context analysis. 

My observation on strong structuration theory literature in terms of research methodology shows 

two variants. Most studies relied on the theory from the early stage where the framework shaped 

the way data were collected. Some went further by using the framework as the main reference 

for questions asked of research participants (Daff & Jack, 2018; Makrygiannakis & Jack, 2016). 

The advocates of this approach argue it is a way to maximise the methodological strength of 

strong structuration theory, which can maintain close connection of theory, research problem and 

data (Makrygiannakis & Jack, 2018). However, they acknowldge the risk of not collecting data 

that are out of the scope of the pre-defined concept (Makrygiannakis & Jack, 2016). Different 

use of the theory was undertaken by others when they employed the conception merely to analyse 

data (Elmassri, 2014). Moore and McPhail (2016) argue that ex-post analysis helps them to 

deploy position-practices relationship, which is an important feature of strong structuration 

theory, among working groups in the adoption of carbon accounting practices in Australia. With 
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respect to the methodological implication of using strong structuration theory, I compromise my 

forementioned preference to Merriam’s approach by using strong structuration theory not to 

shape my research design, rather to facilitate the data analysis.   

5.5.1. Data Collection  

In accordance with my philosophical stance, Merriam’s case study design and strong 

structuration theory, data collection methods converge three methods widely used in qualitative 

study: document analysis, interview and observation. In this vein, I use the first two for this 

research. These are the most common research methods used in accounting research in emerging 

economies, particularly in public sector management accounting (Hopper, et al., 2009; van 

Helden & Uddin, 2016). These methods are also appropriate for accounting study using strong 

structuration theory and are accordingly commonly utilised in its literature (e.g. Feeney & Pierce, 

2016; Makrygiannakis & Jack, 2016). Furthermore, by using these methods, I adhere to 

Merriam’s approach to validating data through multiple data collection methods. 

5.5.1.1. Document Analysis 

Knowledge can be gained effectively by studying documents. Documents are written records, 

but the term may be extended to incorporate non-written documents. May explains that ‘as the 

sedimentations of social practices, documentations have the potential to inform and structure the 

decisions which people make on a daily and longer-term basis’ (1997, p. 157). They have the 

ability to describe events, places and social relationships at a time when the reader was not 

present. It makes document analysis crucial, particularly when researchers attempt to engage in 

sociopolitical analysis (Bloyce, 2004 as cited in Elmassri, 2014). 

Documents represent construction of reality. This notion, therefore, indicates the appropriateness 

of document analysis for this approach to research of constructionism: docuemnts do not simply 

reflect but construct social reality. May argues that the use of documents ‘can tell us a great deal 

about the way in which events were constructed at the time, the reasons employed, as well as 

providing materials upon which to base further research investigations’ (1997, p. 158). 

Consequently, the documents should be seen within a wider social and political context. It is thus 

necessary to examine the factors surrounding their production process as well as their social 

context. 

In this research, the most important sources are official documents. As the challenge for 

documentation is dealing with a lack of sufficiently reliable data from official documents (van 

Helden & Uddin, 2016), other sources complement the data. Accordingly, document analysis 
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firstly examines the information in law and regulation. The regulations are those in the 

Indonesian public financial management reform package—especially 2003 Public Finance Law, 

2004 Public Treasury Law and regulations derived from these laws. They include government 

regulations, such as one on the Government Accounting Standards (2010), and ministerial 

regulations (in this regard those mainly issued by the Finance Minister). These are technical 

guidance on the policy implementation. The regulations are publicly available and can be 

accessed online. Other sources include government reports (including annual financial statements 

and annual reports) and audit reports issued by the Audit Board of Indonesia. 

While looking at this type of document gives a chance to understand the policy, much information 

on the process of implementation might be provided through non-regulation material. As Harun 

(2012) advises, legal documents lack information regarding historical development and social, 

economic and political contexts and do not show detailed information on people or organisations. 

It is apparently insufficient to rely solely on the laws. Therefore, I also collected data through 

correspondence, external reports, speeches and other public record information (magazines and 

news media, both in traditional form and online). The correspondence was produced from 1998. 

This was when Soeharto collapsed, paving the way for the huge scale of public finance 

management reform in Indonesia. Though not publicly available, this written communication is 

accessible yet restricted in the office of the Ministry of Finance. In terms of document 

classification based on the degree of accessibility (Scott, 1990 as cited in May, 1997), the 

documents sought fall to the second category of restricted documents. It required considerable 

effort and negotiation to access. However, I coped with the difficulty because of my position as 

part of the ministry and my earned scholarship. Moreover, reports and publications issued by 

various external organisations such as the World Bank and the International Monetary Fund are 

beneficial. Equally, three groups of internal magazines provided another source of information—

Media Keuangan, Media Kekayaan Negara and Treasury Indonesia, which are published by the 

Ministry of Finance, the Directorate General of Public Assets and the Directorate General of 

Treasury respectively. 

The exploration of such documents provides understanding of strategies and programs 

undertaken in the implementation of the accrual accounting system. It is necessary to capture 

how the translation of the new system into actual actions was carried out by key actors. Table 5.3 

lists the document sources for this study. 
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Table 5.3 Document sources 

No. Document Sources Main Content 
1 Law and regulations—for example, 

2003 Public Finance Law and 2004 Public 
Treasury Law, Government Regulation 
(GR) No. 71/2010 on Government 
Accounting Standards, GR No. 27/2014 on 
Public Assets Management, ministerial 
regulations 

Basic policies on public financial management, budgeting, 
treasury, asset management, accounting and reporting 

2 Government reports, including annual 
financial statements, annual reports, audit 
reports (from the Audit Board) 

Policy implementation and performance-related 
information, accounting information 

3 Government correspondence Policy implementation–related issues 
4 Speeches Policy implementation–related issues 
5 External publication—for example, from 

World Bank, International Monetary Fund.  
Outside perspective on the policy 

6 Magazines, news media Various policy-related issues 

5.5.1.2. Interview 

Interview is one of the most common and powerful approaches to attempting to understand 

people. It is paramount to sociology because sociology is basically the study of interaction, and 

through interviews the researcher interacts with their informants (Fontana & Frey, 1994). These 

conversations are more likely to reveal their beliefs, opinions, perspectives and any unique 

experiences that can enrich the research. 

In terms of epistemological stance held to interpret the phenomenon, interview is classified as a 

more engaging method, enabling the researcher to capture non-verbal communication, modify 

the line of enquiry, follow up interesting responses and examine underlying motives—which can 

barely be addressed by other methods (Nandhakumar & Jones, 1997; Robson, 2002). These 

features demonstrate the relevance of employing interviews for interpretative accounting 

research. 

Among three different types of interview, namely focused, structured and semi-structured 

interviews, the latest that has pre-determined questions might be suitable, particularly when the 

use of strong structuration theory is considered. As strong structuration theory provides 

methodological guidance for conducting research, a number of scholars prefer this type of 

interview to allow them to insert the framework into a conversation’s theme (Adhikari & 

Jayasinghe, 2017; Daff & Jack, 2018; Feeney & Pierce, 2016). However, I primarily used focused 

(in-depth) interviews, which follow a general area of interest and concern but allow the 

participant to say whatever they want within the area (Robson, 2002). This method provides a 

qualitative understanding of ideas and meanings from the participant’s viewpoint (May, 1997) 

and consequently results in richer and more informative material (Fontana & Frey, 1994). May 
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further explains that two things characterise focused interview: flexibility and the discovery of 

meaning. Flexibility allows the interviewees to comment and change their ideas after the 

interviews, when they receive transcripts. Because of this feature, some prefer to use another 

term, namely unrestructured interview, for this method. In studies using strong structuration 

theory, focused interviews (not semi-structured interviews) have been more frequently used. This 

method was also employed by Elmassri, et al. (2015) to afford thick descriptions of how 

investment decisions were made amid uncertain situations. 

Furthermore, the aim of studying the process of accrual accounting adoption in particular makes 

this research retrospective in nature. As this research attempts to target three phases, I chose and 

categorised participants into three groups based on their understanding and familiarity but 

primarily on their own experience of each phase. This previous point is relevant due particularly 

to the employment of pre-determined strong structuration theory so I could capture insights of 

key actors enduring the transformation. Accordingly, I could identify the key agents through the 

theoretical framework, firstly by identifying the agents in focus and then identifying agents in 

context by assuming that these are proxy for external structures. Despite the identification of a 

number of participant candidates prior to the field work, others emerged from earlier interviews, 

indicating the employment of flexible design for this research (Robson, 2002). 

The first phase is related to the process of accrual accounting adoption. In macro and general 

terms, I identified a group of government accountants within the Ministry of Finance as key 

actors because they were involved when the adoption was prepared and decided. At the time of 

data collection, they were high-ranking officials in the ministry (echelon 1 or echelon 2). 

However, some had retired. They were joined with key members of the Government Accounting 

Standards Committee (KSAP). Different insights were obtained from senior officials of the 

Directorate General of Treasury, Ministry of Finance. However, as the focus was on the lower 

level to understand how people in charge of public asset management responded to the imposition 

of such an accounting method, these government accountants were treated as agents in the 

context of representing the accounting structure. 

The second phase is the process of implementation. The focus was on how people responded to 

the implementation of accrual accounting in public asset management. As such, participants 

came mainly from the Directorate General of Public Assets, Ministry of Finance. They comprised 

senior officials at various levels, such as director and head of regional office (echelon 2), deputy 

director and head of operational office (echelon 3), section head (echelon 4) and included those 
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posted with relocation (outside the directorate general) at the time of data collection. Government 

accountants, particularly those working for the Directorate of Accounting and Financial 

Reporting under the Directorate General of Treasury, were included in the list. To enrich the 

perspective I also approached participants from the Financial Education and Training Agency of 

the Ministry of Finance, line ministries, the Audit Board and academics who specialised in public 

sector accounting. 

The final phase is the evaluation of the institutionalisation, the internalisation and the impact of 

accrual accounting in the organisation. The participant characteristic sought here was similar to 

that of the preceding phase, so in general those interviewed for the implementation phase were 

also asked about issues related to accrual accounting internalisation. This approach indicates that 

the classification of participants was not exclusive, meaning that a participant might be a source 

for more than one stage of this policy. From the perspective of the theory employed, a participant 

might even be analysed differently in each stage, in this regard as agents-in-context in adoption 

phase and as agents-in-focus in implementation phase. Chapter 10 shall elaborate more. In total, 

I have interviewed 33 people from various backgrounds and organisations. Detail of the 

participants is presented in Table 5.4. 

Table 5.4 Participants 

No. Phase Positions No. of Participants 
1 Adoption Government accountants  

Senior officials of Treasury 
Members of Government Accounting Standard 
Committee (KSAP) 
Academic 

5 
2 
 
2 
1 

2 Implementation Senior officials of Public Assets  
Senior officials of Accounting and Financial 
Reporting, Treasury 
Accounting instructor at Financial Education and 
Training Agency 
Senior officials from line ministries 
Senior auditor of the Audit Board 
Academic 

16 
 
3 
 
2 
2 
2 
1 

3 Internalisation Senior officials of Public Assets  
Senior officials of the Ministry of Finance 
Secretariat General 
Senior officials from line ministries 
Senior auditor of the Audit Board 
Academic 

16 
2 
2 
2 
1 
1 

 

The data collection through interviews took place in Jakarta, Bogor (West Java Province), South 

Tangerang (Banten), and Semarang (Central Java) during August to October 2017. I carried out 

the interviews individually at times and places that were suitable for the participants to engage 
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freely and openly. Where possible, the manner of interviews was informal. Most interviews took 

place in the participant’s office. Several participants were based in cities other than those 

aforementioned, yet I managed to have conversations with them when they travelled to Jakarta 

for business. 

It is acknowledged that one challenge in undertaking interviews was how to reach participants. 

Prior to interviews, I approached the participants separately and in advance to make an 

appointment. I had anticipated that some approved appointments might change several times 

because participants were busy, and it happened in a few cases. Some documents were prepared 

to allow me to accessing participants, including a formal letters confirming this project from the 

Faculty of Business, Government and Law, University of Canberra, and the Indonesian 

Government Ministry of Finance. Several participants were high-ranking officials, so a formal 

approach with a written request was necessary. 

Given that most participants spoke Indonesian, the interviews were conducted in that language. 

All interviews were digitally recorded and transcribed as soon as possible. The interviews 

generated 298 pages of transcription. I translated them into English selectively, in the sense that 

translation did not apply for the whole transcripts, but only for the parts that were quoted. The 

need to insert the quotes into a thesis that is written in English was the only consideration of mine 

behind the translation. In this regard, I was fortunate that my main supervisor speaks both 

Indonesian and English, so he could provide assurance for the accuracy of translation. 

I complemented the recording with note-taking, particularly to identify non-linguistic aspects of 

their communication. Nonetheless, I was prepared to use note-taking as the sole instrument if 

participants declined to be recorded, yet this did not occur during the field work. Each interview 

lasted 60 minutes on average. The longest was two  hours and the shortest 30 minutes. Initially, 

I asked participants to allocate an hour to our conversation. In case more time was needed, I 

preferred to reschedule instead of prolonging the duration of the initial interview to prevent the 

participant from getting exhausted. However, participants preferred to carry on. Participants were 

also asked to provide any documents to support their shared understanding, opinion and 

experience. Several interviews that had to be followed up because they were interrupted due to 

particiants’ tight schedules. A further meeting also occurred when I needed to seek confirmation 

or to further explore some interesting points following analysis of previous conservations. 

As previously mentioned, the employment of these mixed methods of document analysis and 

interviews is widely recognised in the accounting literature. In the interpretative accounting 



 

112 
 

literature in particular, the methods are used among others by prominent researchers (see e.g. 

Ahrens & Chapman, 2007; Efferin & Hopper, 2007). For instance, Ahrens and Chapman (2007) 

relied on interviews and examination of archival records to study the role of management 

accounting in the constitution of organisations in a restaurant chain. The authors found that these 

methods, along with direct observation, complement each other. These methods are also broadly 

utilised in the accounting literature on strong structuration theory, which is also used in this 

research (see for example Feeney & Pierce, 2016; Makrygiannakis & Jack, 2016). 

5.5.2. Ethics 

Because human interaction produces the data for this study, several ethical issues were 

considered. Accordingly, the Human Research Ethics Committee of the University of Canberra 

granted approval for this project (Project number 17-127). 

The interviews were conducted voluntarily. I first disclosed my true identity and explained the 

research purposes as well as other important related issues. Research ethics documents, such as 

a participant information letter and a consent form were also shown to them. To seek their 

permission, participants were given a consent form to be signed. It represented their consent to 

be digitally recorded and advised them that the information that emerged in the interview would 

be otherwise captured and retained in the form of notes. During the interview, participants had 

the right to refuse to answer any question or withdraw from the interview at any point without 

risk. The participants were to be provided any feedback about the research result if they 

requested. 

Confidentiality assurance was another critical ethical issue. I protected the confidentiality, 

anonymity and privacy of participants. Also, any likely publication in the future will not use 

participants’ names. Where I had unequal relationships with participants (those from the Ministry 

of Finance, where I served for years), I positioned myself as a researcher independently probing 

for knowledge rather than as a part of the organisation. This standpoint ensured that the interview 

was confined to the research agenda. All information from the interview has been secured and 

stored properly. 

5.5.3. Data Analysis 

The next crucial step was to analyse the collected data. Flick defines qualitative data analysis as 

‘the classification and interpretation of linguistic (or visual) material to make statements about 

implicit and explicit dimensions and structures of meaning-making in the material and what is 
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represented in it’ (2014, p.5). Merriam and Tisdell (2016) used straightforward language to 

describe data analysis as the process of making sense out of data. 

As typically observed in various methodologies, there is no full consensus regarding forms of 

data analysis available. Several analysis methods have been acknowledged, particularly in 

association with specific theoretical or epistemological standpoints—such as grounded theory, 

narrative analysis and discourse analysis. An unclear demarcation equally applies to the thematic 

analysis used in this study. For example, due to the absence of distinctive feature, Bryman (2012) 

locates thematic analysis not as a specific method, but merely a tool that can be used across 

different analytical methods. However, Braun and Clarke (2006) argue that it should be classified 

as a method in its own right. 

I consider thematic analysis the most appropriate approach for constructionism epistemology and 

strong structuration theory, despite its flexibility in application to a range of epistemological 

assumptions. In particular, by letting data speak up and themes emerge, it is consistent with the 

focused interview in gathering data and producing rich description and understanding of the event 

being studied. It thus renders the data analysis inductive in nature. 

Braun and Clarke (2006) suggest that thematic analysis can potentially provide a rich and detailed 

yet complex account of data. Thematic analysis is also suitable with subjective interpretation, 

which is the core of constructionism epistemology. Elmassri (2014) writes that in the process of 

analysing data, thematic analysis enables researchers to make interpretations and identify the 

themes that influence any issues generated by the participant. Furthermore, thematic analysis 

provides a tool to obtain codes based on personal intuition, observation, experience and 

judgement (Fereday & Muir-Cochrane, 2006). The interpretation is possible not only for explicit 

but also implicit meanings. Therefore, to some extent, I was equally inspired by rhetoric analysis 

and discourse analysis. Rhetoric analysis studies the role of language in social structuration, 

particularly in terms of persuasion and influence (Suddaby & Greenwood, 2005). While sharing 

similarities with rhetoric analysis, discourse analysis situates persuasive text in relation to social 

change. Therefore, in discourse analysis: ‘that which is said is only part of the story. What is not 

said, how it is said, non-vocal elements, setting, and context are equally important’ (Frezatti, et 

al., 2014, p. 438). 

In employing thematic analysis, Bryman (2012) suggests: 

The idea is to construct an index of central themes and subthemes… The themes and 
subthemes are essentially recurring motifs in the text that are then applied to the data. The 
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themes and subthemes are the product of a thorough reading and rereading of the 
transcripts or field notes that make up the data (p. 579). 

Accordingly, this study constructs general themes from the collected data, primarily about how 

structures and agents interplay in the process of accrual accounting adoption. A theme is a 

patterned response or meaning within the data set that is important to the research question 

(Braun & Clarke, 2006). In doing the construction, I worked through the original text of selected 

documents as well as the transcripts of interviews, highlighting relevant parts, underlining 

interesting issues and cross-referencing between the documents and transcripts (Scapens, 2004). 

Cross-referencing was also applied between one document and another as well as between 

different transcripts. These steps are parallel with the coding, classification and analysis generally 

practised in thematic analysis. The relevance, interestingness along with recurrence were the 

criteria in which the themes were developed. I subsequently divided the themes into three phases 

as shown as follows: 

Table 5. 5 Themes Emerged 

Themes emerged under 
“Adoption” 

Themes emerged under 
“Implementation” 

Themes emerged under 
“Internalisation” 

• External influences 
(institutional pressures) 

• Role of agents (government 
accountants) in promoting 
accrual 

• Accounting issues in 
regulation in public asset 
management 

• Unfamiliarity and reluctance 
of agents in asset management 
against accounting 

• Development of the first 
balance sheet  

• Asset registration and 
valuation 

• Depreciation and amortisation 
• Asset revaluation 
• Chart of accounts 
• Audit findings 
• Reluctance of line ministries 
• Perception about accounting 

domination 
• Tension, struggle, learning 

• Significance of asset value 
• Strategic asset management 
• Revenue center notion 
• Strengthening the position of 

organisation 
• Shift of power 

 

The themes emerged were subsequently mapped using the framework of strong structuration 

theory to enable strategic conduct analysis and strategic context analysis. Prior to performing 

these analyses, I used the quadripartite framework to classify the agents into agents-in-focus and 

agents-in-context, and subsequently identify external structures and internal structures. The 

analysis allowed me to investigate changing interactions between agents and structures across 

the adoption, implementation and internalisation phases and in turn, capture a shift of power 

along the structuration process. As this study aims to reach a far more nuanced perspective of 

accounting change, the use of any qualitative software such as NVivo was not considered 

necessary. 
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5.6. Summary 
This chapter elaborated on how research methodology guides the current project. It has presented 

the underlying philosophical stance, consisting of the epistemology and research paradigm. In 

this vein, I hold social constructionism as the epistemology, and the paradigm lies between 

interpretivism and critical approach. It manifests a reliance on the notion that the phenomenon 

being investigated is socially constructed and hence must not be separated from its complex 

context. Furthermore, this research is a Merriam’s much-guided case study, and the description, 

reasoning and technical steps have been outlined. All these upper ladders based on Crotty 

(1998)’s scaffolding have led to the ways in which data were collected and analysed, including 

how the ethical issues were taken into account. This chapter also connected the research design 

with strong structuration theory as the theoretical framework. 

This chapter complements the preceding two chapters so that the literature review, theoretical 

framework and methodology have now been presented. The exploration of empirical findings is 

presented in the following chapters. 
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CHAPTER 6: THE INDONESIAN PUBLIC SECTOR ASSET 

MANAGEMENT 

6.1. Overview 
The preceding four chapters outlined the background to the research and provided the literature 

review, the theoretical framework utilised and the research methodology. They lay the ground 

for empirical exploration of this thesis, which begins with the present chapter. This chapter 

analyses public sector asset management in Indonesia. Data collected through document analysis 

and interviews provide the evidence. 

Assets are crucial in every organization, including public sector organisation such as government 

agencies. The availability of quality public assets determines the success of government 

operations in public service provision. Such assets are far more complex than those that are 

privately owned and consequently proper assets management is increasingly important in any 

government organisation. However, it was not until two decades ago that the significance of 

public asset management surfaced. Indonesia was included in the list of countries that embraced 

this program. Public sector asset management reform became critical to public financial 

management reform, undertaken in response to the Asian Financial Crisis in 1997–1998. As 

previously stated, ‘asset’ covers a long list of items, from tangible to intangible and from current 

to non-current. However, the term ‘asset’ used in the existing literature on public sector asset 

management used as well as in this thesis refers specifically to real property or a capital asset, 

which is a tangible asset (usually land or a building) with a useful life of more than a year. The 

term ‘public sector asset’ or ‘public asset’ might have a corresponding meaning with ‘state asset’, 

‘state infrastructure asset’ and ‘public infrastructure asset’. 

This chapter firstly describes the previous practice of public sector asset management in 

Indonesia and then how reforms changed the process. In addition, the reforms of various other 

countries will be discussed and compared with those in Indonesia. A major reform was the 

establishment of the Directorate General of Public Assets, which became the primary actor in the 

management of public sector assets. As such, the last section describes the organisation in greater 

detail. This focus is in line with emphasis on agents–structures interaction in investigating accrual 

accounting policy in public asset management. 

6.2. Pre-Reform Practice 
Understanding the previous practices of public asset management deserves attention in relation 

to the current practice following the adoption of the accrual accounting system. By contrasting 
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the pre- and post-reform practices, I can show how public sector asset management evolves to 

meet public expectations as well as to adjust to recent challenges. 

Public sector asset management in the past was similar other public financial management fields 

in Indonesia in that it fell under the umbrella of the old Dutch-inherited regulation, Indische 

Comptabiliteitswet (ICW) Staatdsblaad 1925. Despite long attempting to replace it with self-

prepared law, it was not until 2003 that the Indonesian Government enacted new laws to adapt 

to the current situation and challenges. Prior to 2003, public asset management practice was 

guided by decrees issued by the Finance Minister, namely the Finance Minister Decree No. 350 

Year 1994 (on Guidance for Asset Exchange) and the Finance Minister Decree No. 470 

Year 1994 (on Guidance for Asset Disposal and Utilisation). These finance minister decrees 

indicated two things. Firstly, asset management may not have been regarded as crucial, as it is 

today. Secondly, coverage of asset management in these regulations was limited and ignored a 

number of critical steps in ideal asset management. These two reasons together with the lack of 

a proper accounting system, which is necessary for transparency and accountability, accounted 

for the low quality of public asset management in the past. These three points are outlined below. 

Insignificance of Asset Management in the Past 

The first characteristic of the past practice of public asset management in Indonesia relates to the 

perceived opinion of its role as less significant. Negligible asset management in the past is evident 

in that it was only regulated by ministerial decrees, which were not powerful enough to enforce. 

With the legal hierarchial system in Indonesia, the significance of a particular issue can be 

identified from the type of legal product that governs it. For example, an issue regulated by a law 

(legislated by the House of Representatives) must be more important than one regulated by a 

presidential regulation. Therefore, the fact that a ministerial decree regulated public asset 

management in the past reflects the low priority ascribed to it by government. Moreover, the 

national government consists of a number of ministries and non-ministerial agencies. To have a 

binding regulation for every line ministry and agency, an institution of a higher level than the 

ministries and agencies should have issued the regulation. In fact, neither the House nor the 

President did that for public asset management. 

The minor position of asset management within national public policy in the past is also shown 

in the absence of an authoritative department that could take leadership on public asset 

management. It should be noted that each line ministry and non-ministerial agency had their own 

supporting division for asset management, usually under the secretary of the office. The term 
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‘secretary’ in the Indonesian government implies a position of responsibility as the supporting 

unit, not the core one, such as human resources, finance or asset management. However, each 

division merely took care of asset management at the micro level, where they dealt mainly with 

procurement, maintenance and disposal of capital assets in their respective offices—mostly 

buildings, vehicles and office equipment. At the macro level, the Directorate of Public Assets in 

the Ministry of Finance did not have adequate authority to play a major role in policy formulation 

and implementation, because it was only an echelon 2 organisation. A position that heads the 

echelon 2 organisation is considered a high-ranking position in the Indonesian bureaucracy, but 

it is not the ultimate decision-maker for specific public policy issues17. In sum, the absence of a 

high-level dedicated agency combined with low-level legal arrangements demonstrates that 

public asset management was less significant in the past. 

Limited Coverage 

The second drawback of the past legal arrangement for public asset management was its limited 

coverage, as the process only applied to the use and disposal of assets. Generally speaking, asset 

management in the public sector should apply to at least four sequential activities: planning, 

procurement/acquisition, maintenance and disposal (Leong, 2004). This sequence is known as 

the asset life cycle. It is necessary to follow the sequence to ensure the availability of proper and 

efficient public facilities with long-term economic benefits. 

Amid the exposure of the limitations of ministerial regulation, it should be noted that special 

treatment applied to public asset procurement. Asset procurement can be in the form of 

purchasing an asset from a vendor or building an office facility or infrastructure where the 

government hires a building constructor. Although it is part of the asset management cycle, it 

was regulated separately even with a higher-level legal arrangement (in this case by a regulation 

issued by the President18). The policy to put more focus on the purchase of public assets was due 

to its vulnerability to corruption. Corruption was a big issue facing Indonesia even until recently 

and corruption was rampant in public asset procurement. It is estimated that nearly 80 per centof 

corruption cases currently being investigated by the Indonesian Corruption Eradication 

Commission (KPK) are related to public procurement (kompas.com, 28/9/2017). One 

anticorruption commission leaders has pointed out the corruption in this field is mainly conducted 

through marking up the acquisition cost (antaranews, 7/3/2018). Moreover, Handayani (2013) 

                                                 
17 In the Ministry of Finance, the minister is concerned with strategic fiscal policy issues. Particular fiscal fields such as budgeting, 
taxation and treasury are each led by a director general, which is an echelon 1 position. 
18 Presidential Regulation No. 16/2008 on Government Procurement. 
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cites a survey conducted by the Indonesia Procurement Watch arguing that 89 per cent of 

government suppliers committed bribery when seeking to secure government projects. This 

problem was likely to be worse during the time leading up to the reform. 

Public asset procurement is separately regulated and therefore out of the scope of this research. 

The finance minister decrees did not sufficiently address two other important aspects of asset 

management: planning and maintenance. Asset planning is critical in the asset management 

process, particularly to identify which and how asset is acquired but also to address the future 

implications of the acquisitions. Therefore, it should take into consideration other aspects of 

organisation such as finances, human resources, technology and the environment. The fact that 

public resources are limited signifies the importance of asset planning. A lack of attention to asset 

planning might create a gap between public service demand and public service availability as 

well as the problem of surplus property (Hanis, 2011). The latter problem, where a project is 

unutilised, could be avoided if the decision to go ahead is preceded by a comprehensive feasibility 

study. Moreover, some development projects are even discontinued and abandoned because of 

improper asset planning (tempo.co, 02/05/2016)19. 

As for asset maintenance, Mardiasmo (2012) shares a similar view on the past practice of public 

asset management in Indonesia. According to the Five Years Development Plan (a medium-term 

national development framework written during the New Order Era under the Soeharto regime), 

she describes how much emphasis was put onto building or purchasing assets (in this case 

primarily in the form of public infrastructure), mostly with support from foreign loans. The fact 

that national development was the top priority in the New Order Era justifies the policy of 

building a lot of public infrastructure (Hadiyanto, 2009). However, in practice little care was 

taken to properly manage the acquired and built assets. This unconcerned included asset 

maintenance, which is vital given that capital assets depreciates gradually over time. Public assets 

were incorrectly maintained due partly to the low budget allocated. Mardiasmo (2012) further 

associates the low degree of assets maintenance with the absence of the ownership and caring 

culture. In many cases, it is evident that after several years of operation, some public facilities 

lost considerable capacity due to little attention to asset maintenance. 

                                                 
19 One example is the Hambalang project in Bogor, West Java. It was supposed to be a national sports centre but the big-scale 
project was discontinued due to a corruption case. Nevertheless, the lack of planning must also have contributed to the asset being 
abandoned. 
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The Absence of Accounting 

Accounting is critical in any activity. Internally, it supplies information required for decision-

making. The absence of accounting is likely to put an organisation at risk. In the previous public 

asset management practice the government did not maintain a proper inventory and asset 

management system. Mardiasmo (2012) further states that the records deficiency led to the 

failure to recognise assets as a source of income and wealth. The problem of the absence of 

appropriate bookkeeping warrants further elaboration. 

Despite the lack of accounting, it is not argued that the government did not maintain records of 

public assets prior to the reforms. In fact, the government did keep records but they were 

incomplete and lacked accuracy. A number of officials in the ministry described the efforts 

undertaken by the government in dealing with this issue in the past: 

[Prior to reform] we had already had a book that listed our public capital assets. (TR-4, 
former deputy director of accounting system) 

Our first concern was to put everything in order and establish appropriate record. We 
collaborated with the Property Tax Office to create an items chart, do a stock-taking and 
update the records. These were the priority at the time. (SA-11, deputy director in asset 
management) 

The Property Tax Office under the Directorate General of Taxes was involved because they 

maintained the records of sales value of taxable objects, which was the basis for imposition of 

land and building tax. It might have been inappropriate to use that value because it was used for 

tax imposition purposes, but with the absence of asset valuation the government had few choices 

at that time. 

Despite the preparation of asset records, these were not consistently incorporated into a 

comprehensive reporting system to account for government responsibilities. In fact, there was no 

obligation on the government to report public assets under its management (Hadiyanto, 2009). 

Government was accountable only through its presentation of the National Budget Calculation 

(PAN), which merely reported annual income and expenditure. It was a single-entry bookkeeping 

system that adhered to cash basis accounting. It was only a limited asset record that did not reflect 

compliance with accounting concept, so it provided little insight into the way public assets were 

supposed to be managed. It was not unique for asset management. Other aspects of public 

financial management suffered a similar fate due to the absence of accounting system. To add to 

the problem, the book was not supplemented with adequate source documents, so there was not 

much information that could be extracted from the past system. The inadequate reporting system 
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during the era is unsurprising since Soeharto seemingly did not pay attention to the need for 

transparency and accountability (Harun, 2012). Moreover, the financial audit mechanism, where 

audits were performed by either external auditor (Audit Board) or internal auditor (BPKP), did 

not work well. This was due mainly to the absence of accounting standards. It could be argued 

that the problem emerged simply because there was no requirement to promote transparency and 

accountability. 

Without the presence of an appropriate accounting basis, the past system could hardly support 

good public policy decisions. In addition, insufficient asset records led to failure to prevent some 

wrongdoings. Amid the practice of corruption that was prevalent during that time, the state lost 

some of its assets due to asset embezzlement or following legal disputes over asset ownership. A 

former director general in the ministry stated: 

In the past, we merely recorded budget realisation. We did not have a balance sheet. We 
maintained a record-book for assets, but it was not adequate at all. As a consequence, it 
was common that we lost many assets including land and building (MF-2). 

In many cases, the loss initially incurred when the government provided a facility for government 

officials—for instance, a house and/or vehicle. Another example is an idle building that was once 

rented to a third party. Some culprits took advantage of the insufficient inventory system along 

with weak law enforcement and corrupt behavior by government officials to commit asset 

embezzlement. For example, the state-owned railway company lost a considerable number of its 

assets through the abovementioned process (detik.com, 21/12/2016). Kaganova, McKellar, and 

Peterson (2006) argue that a non-transparent system like this allows under-the-table transactions, 

where corrupt officers gain informal income from illicit payments. 

Another downside of not maintaining an appropriate accounting system is the lack of motivation 

to utilise assets to generate additional income (Mardiasmo, 2012). It happened when the 

government held surplus properties (Hanis, 2011). Surplus property is a consequence of bad asset 

planning. It creates opportunity loss because it fails to offer added value to society. Asset 

utilisation is, therefore, the right approach to managing surplus property. Asset utilisation does 

not necessarily mean commercialisation and the benefit sought is not always financial. 

Nevertheless, when the government struggles to fund developments, public assets—particularly 

those that are idle—can potentially contribute to filling the budget deficit gap. Although asset 

utilisation was introduced in the Finance Minister Decree No. 470/1994, it was merely to make 

use of the idle assets and did not include asset optimisation. It also did not follow general 

commercial rules. 
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To this point, we conclude that a number of shortcomings were evident in public asset 

management practice in the past. Without adequate attention from the top leaders or sufficient 

regulation and an appropriate budget, the practice lacked appropriate planning, adequate 

maintenance, and an accurate inventory and accounting system20. Mardiasmo (2012) associates 

these weaknesses with the absence of an appropriate public asset management framework. This 

circumstance, in turn, did not incentivise those in charge of public asset management to maximize 

the use of assets. It can be suggested that asset management itself did not exist during that time 

since the process did not pay enough attention to principles of accountability, effectiveness and 

efficiency as the heart of management. It is worth noting, however, that these problems were not 

unique to Indonesia. As Kaganova, McKellar and Petterson (2006) suggest that inadequate 

accounting systems and governance are common problems faced by many countries around the 

world. 

In the mid 2000s, when public sector asset management reform took place in Indonesia, it focused 

on the weaknesses of the pre-reform process. This thorough reform addressed not only changes 

to basic policy and provision of the legal framework but also organisational issues, human 

resources and other supporting systems. There were structures put in place to enable the 

establishment of modern public sector asset management in Indonesia. The following section 

will elaborate on the reform. First I provide an overview of similar reforms in other countries. 

6.3. Lesson Learned from Public Sector Asset Management from Various Countries 
Public assets are key to determining the way the government delivers public service. In many 

cases, public assets may be expensive, extensive and/or complex, and can have a major impact 

on the ability of government to perform its function (Mardiasmo, 2012). The common themes 

according to Kaganova (2006) are that the assets are owned by the government, allow the 

government to provide public services and in most cases are either utilised or occupied by a 

government institution or made available for public/society use. 

Despite being an integral part of public financial management worldwide, not many countries 

have designed and implemented significant reforms in the management of public assets under 

their jurisdiction. The few countries with advanced public asset management practices include 

Australia, Canada, New Zealand and the United Kingdom. Their experiences in reforming public 

sector asset management are highlighted below. 

                                                 
20 In a hearing with the House on 12 June 2007, the Government Internal Auditor (BPKP) revealed that public assets in nearly 
90 per cent of government agencies were not professionally managed (Media KN magazine 02). 
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In New Zealand, accounting reform was the main driver of reform in the management of public 

property assets (Dow et al, 2006). A shift from cash accounting to accrual accounting based on 

GAAP (generally accepted accounting principle) led to the inclusion of real property in 

consolidated financial statements (Mardiasmo, 2012). Property is valued at market value and 

accordingly provides a source for capital charge. Capital charge is an input expense reflecting 

the cost of consuming space. This charge led to increased transparency and accountability in real 

property transactions and reduced economic inefficiencies. The reform was also characterised by 

privatisation. Dow et al. (2006) present an example of the old trading departments and 

companies. Privatisation resulted in the removal of state real property from the central 

government’s balance sheet, which dramatically reduced the state portfolio and simultaneously 

allowed private owners to further manage the assets. 

Similar to New Zealand, reform of public asset management in Australia commenced with the 

change of accounting method from cash accounting to accrual accounting. The country also uses 

market valuation for asset measurement and employs capital user charges. The spirit of New 

Public Management, where a private management approach is prevalent, can be seen from a 

number of measures undertaken by the Australian Government. Under the policy, the 

government would only keep assets that provided profitability superior to the opportunity cost of 

capital and where the public interest was clearly served (Conway, Kaganova, & McKellar, 2006). 

As suggested by Mardiasmo (2012) and Conway (2006), actions included sales or disposal of 

extensive surplus property holdings and decentralisation of responsibility and accountability for 

remaining properties. Most public agencies providing asset management services to the 

government were shut down, while the remaining now must operate in the open market—where 

private providers also compete for the government contracts. The Australian Government even 

appointed a private entity, United Process Solutions in Australia (a former partnership of 

PricewaterhouseCoopers of Australia), to manage the entire domestic non-defence portfolio 

(Conway, 2006). 

The Canadian Government took an alterative approach to accounting methods employed for asset 

management. Instead of accrual accounting, it used modified accrual accounting, but there were 

shortcomings in that it reduced the ability of the government to manage assets effectively 

(McKellar, 2006). Unlike New Zealand and Australia, the government did not adopt capital 

charging even though it allocated appropriation to cover rent expenses (Jowett, 2006). 

Furthermore, it engaged the private sector in public asset management through a number of 

agreements with a government-owned corporation appointed to manage the assets (Stanwick & 
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Stanwick, 2005). It has been decided that the Canadian Government would only be in the real 

property business as long as it was required to support its program (McKellar, 2006). 

Privatisation is also the case in the United Kingdom, where private companies provide asset 

management services on a contractual basis (Mardiasmo, 2012). Kaganova and Polen (2006) 

demonstrate this by pointing to the involvement of Trillium under a public–private partnership 

scheme in managing the whole properties portfolio used for public service provision. 

In the context of developing countries, a less modernised practice of public asset management is 

identified. The countries continue to struggle with ad hoc management and reactive approaches, 

and a lack of property experts (Abdullah et al, 2011). In local administrations, the shortcoming 

has been exacerbated by sudden changes—for example, in Kyrgyzstan this occurred when local 

governments received substantial numbers of assets from the national government through a 

decentralisation policy (Kaganova et al, 2001). 

Public sector asset management reform around the world coincidentally recognises the advanced 

economies that pioneered the reform as the most advanced in accounting reform. It demonstrates 

the close relationship between accounting reform and public sector asset management reform. 

Another issue that should be highlighted is the increasing role of privatisation in the practice of 

public asset management. 

6.4. Reform in Indonesian Public Sector Asset Management 
On 21 May 1998 the then President Soeharto stepped down, in a historical moment that marked 

the end of New Order Era. It paved the way for reform inter alia in the public sector and 

specifically public financial management. In 2003 the House of Representatives passed the 

Public Finance Law and then in 2004 the Public Treasury Law, and both contributed to the reform 

process. Included in the transformation was public asset management. As a general regulation, 

the 2003 Public Finance Law does not directly address public asset management. The issue 

appears in the 2004 Public Treasury Law, where it delivers the issues on national and local asset 

management in Chapter Seven. Articles in this chapter mainly focus on regulating the transfer of 

public assets and emphasise the importance of the legal aspects of such assets. 

The enactment of the Government Regulation (GR) Number 6 Year 2006 (on Public Assets 

Management) provided further guidance in managing public assets. In contrast with the previous 

regulation, which was issued by a minister, it was an achievement to have public asset 

management practice governed by a regulation issued by the national government. The regulation 

made it more powerful and binding on all government agencies, both at the national and local 
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level. Therefore, the regulation overcame the weakness of the prior practice in terms of the legal 

arrangements. 

The GR No. 6/2006 was promulgated on the basis of functionality, legal assurance, transparency, 

efficiency, accountability and value assurance. According to Hadiyanto (2012), the first Director 

General of Public Assets, several features of the regulation characterise the reform:  

1. Broadening the scope of public state asset management that consists of budgeting, 

acquisition, utilisation, maintenance, monitoring, valuation, disposal, transfer, 

administration/inventory, control system and capacity building function. 

2. The appointment of the Directorate General of Public Assets, under the Ministry of Finance, 

to play a strategic role as an (institutional) asset manager in order to enhance professionalism 

in public asset management practice (this will be described separately in the subsequent 

section). 

3. Integration of managerial and reporting systems of public asset management in financial 

reporting. 

In the first, regarding the scope of public asset management, GR No. 6/2006 adopted a more 

modern practice guidance by incorporating several procedures that had until then been neglected. 

These included planning and budgeting, valuation, and a monitoring and control system. All 

these procedures were recognised in an activities chain called the asset life cycle. The primary 

life cycle of public sector asset management is described as follows. 

1. Planning and budgeting 

The investment in capital assets is huge, so planning and budgeting are important to ensure 

the effectiveness and efficiency of public asset management. As part of annual budget 

preparation, each ministry and non-ministerial agency proposes a plan for long-term asset 

acquisition (that is, they plan what new assets will be acquired and how much they will cost). 

The proposal should be supported with a feasibility study, which might have been done in 

the preceding year. After getting the House’s approval, ministry and non-ministerial agencies 

are given a budget allotment that represents the maximum amount of funds that can be spent. 

It implies that asset planning determines the drafting of the budget plan of ministries and 

non-ministerial agencies. It is expected, therefore, that asset planning can link the existing 

assets from previous acquisitions with the current condition for future actions (GoI, 2006). 

2. Procurement 
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According to the budget allotment and their approved program, the ministry and/or agency 

carry out the procurement mainly through the process of tendering. This process allows the 

government to obtain the intended output efficiently. The procurement process refers to the 

feasibility study, which is done previously, for output specification and cost estimation. 

3. Asset usage and utilisation 

Assets are basically used for government operations and public service provision. For 

example, if one particular asset is registered to a particular government organisation and it is 

not used, it can be borrowed and used by other government units for a certain period. This 

practice can be applied to a national government agency and a local government. 

Additionally, an idle asset may then be utilised for non-core business (including 

commercialisation). Leasing or renting appears to be the main means of generating income 

from idle asset utilisation even though the regulation recognises different schemes, such as 

build-operate-transfer (BOT), build-transfer-operate (BTO) and utilisation cooperation. 

4. Secure physical arrangement and asset maintenance 

In order to keep assets in good condition and to serve the public interest, they should be 

maintained appropriately. Given that in the past the government experienced asset loss, the 

regulation mandated the securing of public assets, in particular public land, physically 

(through defining the land border and installing fences to enclose the field) and legally 

(through land certification under the name of the national government). 

5. Valuation 

Asset valuation is designated to present the appropriate value of public assets in the financial 

reports. In addition, asset valuation determines the value that would be the basis for asset 

disposal. It improves public asset management, because under the previous practice asset 

value could barely be verified. 

6. Disposal 

An asset is disposed of once it is no longer needed. It is mainly be sold through auction in a 

bid to get the best price. However, there are several other options for asset disposal, namely 

donation, extermination and transfer to state-owned enterprises as part of government 

investment. 

With this more comprehensive asset cycle, public assets management is acknowledged as an 

integral part of the broader treasury function (Hadiyanto, 2009). The next feature of the regulation 

concerns the reporting system. The deficiency of such a system was a major issue in public asset 
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management prior to the reform and it is not surprising to see it put on the priorities list. The 

current studies concentrates on this issue, and therefore it will be unravelled in greater detail later 

in the thesis. Nonetheless, it is interesting that the intention to develop an integrated accounting 

system for asset management could also satisfy the need for management and accountability. 

The promulgation of GR No. 6/2006 filled the loopholes in the prior public asset management 

practice by allowing a dedicated government department to take leadership. This development 

widened the coverage of asset management and realised the necessity of a proper accounting 

system. Since then, public sector asset management has received significant attention from the 

minister. An official in the Directorate General of Public Assets illustrated: 

Prior to 2007, the Minister did not pay enough attention to public asset management. 
However afterwards, the policies started covering it, looking at organizational issues, 
dealing with how to improve human capital, also the administration system … What it 
should be? What’s the best system? What’s the most appropriate system to apply? And 
it’s developing more and more. (SA-9) 

It appears that the reform has strengthened the role of public asset management and 

simultaneously the social position of the Directorate General of Public Assets. The following 

section will describe the organisation with respect to its key role in managing public assets in 

Indonesia. 

6.5. The Key Actor: Directorate General of Public Assets 
As previously highlighted, the reform of public sector asset management gave birth to the 

Directorate General of Public Assets—responsible for taking leadership of the management of 

public assets at the national level. The organisation was established on 7 December 2006 as part 

of a large organisational restructure within the Ministry of Finance. A director general (an 

echelon 1 position) who reports to the finance minister leads the organisation. The Directorate 

General of Public Assets structurally upholds asset management through its authorisation to 

manage the large tasks. 

To provide an in-depth description of the organisation, a historical path of the Directorate General 

of Public Assets should be highlighted. The organisation was preceded by two governmental 

bodies: the Directorate General of Public Claims and Auction (DJPLN) and the Directorate of 

Public Assets, an echelon 2 unit under the Directorate General of Treasury. Both were 

suborganisations of the Ministry of Finance. The Directorate General of Public Assets was 

assigned to manage public assets prior to the reform, yet as previously described had limited 

authority. Instead, the focus is on the DJPLN, whose job was to manage state claims 
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administration and auction. The largest component of state claims came from the banking 

industry, and these were non-performing loans of state-owned banks. The involvement of a 

government agency in handling the loans departed from the notion that debts payable to those 

banks were debts payable to the government. In this circumstance, if the banks dealt with 

borrowers who failed to repay loans, the banks must then transfer the loan to the directorate 

general. Engaging a government agency in the business process was problematic due to the nature 

of old bureaucracy being slow and prone to corruption. It differed substantially from privately 

owned banks, which had more authority and flexibility in resolving the bad loans. Without having 

the same authority, state-owned banks became less competitive. As a consequence, the managers 

of state-owned banks challenged this unfair practice and demanded its removal. Through a 

judiciary review process in the Constitutional Court, the law regulating the policy was finally 

dismissed. Since then, non-performing loans of the state-owned banks are not passed to a 

government agency; rather, they are sorted out through a commercial process. 

It is worth mentioning that under the previous arrangements, the handling of state-owned banks’ 

bad debt resulted in DJPLN using as much a legal approach, including litigation, as an accounting 

approach. For instance, it used financial restructuring, since most bad loans had a legal problem 

or were under legal dispute. Additionally, the task of conducting an auction, particularly a forced 

auction21, contributes to the domination of the legal approach within the organisation. The 

directorate general is engaged intensively in legal activity, shown by the number of legal cases it 

handles. For example, in 2015 there were 3,867 legal cases, with nearly 90 per cent was related 

to auction (DJKN, 2015). It will be a point of interest on how this legal mindset influenced staff 

when they dealt with the accounting structure in public asset management. 

After the reforms the DJPLN was not engaged in banking loan settlement, losing a considerable 

role that might have threatened its existence. Fortunately, the ministry transformed DJPLN into 

the Directorate General of Public Assets through a fusion with the Directorate of Public Assets, 

and charged the new organisation with the new task of managing public assets with broader 

authority. With the restructure, all resources of the former directorate general and the former 

Directorate of Public Assets, including employees and assets, were transferred into the new 

organisation. The decision restored the organisation’s position while simultaneously filling the 

gap created by the absence of a strong unit dedicated to managing public assets. 

                                                 
21 The authority to conduct a forced auction remains in the hands of government, in this regard the Directorate General of Public 
Assets as the replacement for the Directorate General of State Claims and Auction. In a forced auction the collateral property of 
bad debt is sold to repay the loan. 
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The Directorate General of Public Assets retains the portfolios of its predecessor in managing 

state claims (but not those belonging to commercial banks owned by the government) and 

conducting auctions. Nevertheless, these functions are likely to be carried out with lower priority 

due to the new focus on public asset management. In fact, capital asset management constitutes 

of a substantial part of the organisation’s duties in addition to management of other types of 

assets, such as state claims (receivables)22 and investments (particularly government investments 

in state-owned corporations).23 Currently, the Directorate General of Public Assets has 

17 regional offices and 71 branch offices nationwide24. 

The appointment of the Directorate General of Public Assets to account for public asset 

management is said to be another hallmark of the reform as addressed in the GR No. 6/2006. The 

regulation did not explicitly introduce the directorate general, yet it instituted a separation 

between asset manager and asset user that was formerly not recognised. The terms ‘asset 

manager’ and ‘asset user’ refer to an institution not an individual. With this arrangement, other 

line ministries and non-ministerial agencies are (institutional) asset users who must use public 

assets responsibly. Alternatively, the (institutional) assets manager holds more control of asset 

planning, asset utilisation and asset disposal. The finance minister is declared the (institutional) 

asset manager and this task is further delegated to the Director General of Public Assets. 

However, initially there was criticism that it was set up ‘without a clear definition of what is 

deemed to be a public asset manager within this context and what is its specific role’ (Mardiasmo, 

2012, p. 83). The arrangement implies that the ministry, through the Directorate General of Public 

Assets, serves other government agencies in terms of public asset provisions used by the agencies 

to perform its duties. Accordingly, each line ministry/non-ministerial agency has in their 

organisational structure an echelon 2 unit usually under the secretary that is in charge of public 

asset management in their organisation. They coordinate with the Directorate General of Public 

Assets, which operates at the national level. The function of asset management is not typical for 

ministries of finance all over the world. In Australia for instance, this portfolio mostly belongs 

to state administration not the federal government. 

                                                 
22 State claims management is a very hard task due to the bad quality of the claims (the likelihood of the return is low). Often the 
task is not really intended to recover the loan but merely to base the loan write-off. 
23 The role of the Directorate General of Public Assets in government investments on state-owned enterprises is mainly on the 
administrative side (consolidating the account into the national government financial statements). More corporative actions are 
in the control of other organisation—for example, the Ministry of State-Owned Enterprises.  
24 For regional offices that are generally based in a province, the Ministry of Finance can establish an office for each major 
directorate general rather than only one office for the entire ministry like other ministries. Therefore, we would find a Tax 
Regional Office, Customs Regional Office, Asset Management Regional Office rather than a Ministry of Finance Regional 
Office. 
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In 2013 the Ministry of Finance conducted the Institutional Transformation Project and hired the 

McKinsey Global Institute, a well-known international consulting group, to assist. One 

recommendation intended to create an effective structure was organisational restructuration. It 

was proposed that the Directorate General of Public Assets be merged with the Directorate 

General of Treasury, with the consideration that both agencies operate in the same treasury area. 

However, until now the proposal has not been executed and probably would be negated. The 

similar transformation project also created a new agency in support of the directorate general. 

Realising that a government unit would not be compatible with the commercial nature of asset 

management, the ministry set up a semi-autonomous agency called the Public Assets 

Management Agency (LMAN). A semi-autonomous public service provider (domestically 

known as BLU) is a special unit providing one public service that has operational flexibility in 

financial management and human resource management. In Indonesia, this legal status is given 

mostly to public hospitals. 

To provide a more complete picture of the practice of Indonesian public sector asset management, 

a presentation of various types of public capital assets under the management of the Directorate 

General of Public Assets should be included. Some assets might be unique to Indonesia. In 

accounting terms they fall into several familiar categories—such as land, building and 

equipment—but they are more complex when we address them according to their origin. 

Generally, a particular asset is publicly owned if it is acquired using National Budget spending 

or any other lawful source. The source of public asset acquisition from the National Budget is 

capital expenditure. Other lawful sources, according to GR No. 6/2006, can include a grant or 

donation, the implementation of an agreement or a contract, a law stipulation or a judicial verdict. 

The first type (grant or donation) and the fourth (judicial verdict, which may follow a legal 

dispute with a third party) need no more explanation, but the other two deserve examples. 

An asset can be classified as a public asset as a consequence of an agreement or contract. An 

example of this is assets gained from an oil production sharing contract (GoI, 2014). As oil 

exploration and production requires a huge amount of investment, the government invites big oil 

companies to take part through a scheme. The scheme allows the company to be repaid the cost 

incurred, including the cost of asset acquisition. Accordingly, the government can claim the 

possession of such assets. This scheme is defined in a contractual agreement between the 

government and the oil company. 
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Moreover, assets received from the Indonesian Banking Restructuring Agency (IBRA) are 

classified as public assets simply because a regulation stipulated it. These assets hence meet the 

criteria for the second method. IBRA was a special agency established in response to the 1997 

Asian Financial Crisis to restructure the financial sector industry. Due to the government capital 

injection or bailout of private ailing banks, IBRA was mandated to take control of the banks. 

Consequently, all assets under the rescued entities, including collateral assets, were taken over. 

In 2005, following the closure of the agency, a big portion of these assets that had not been settled 

was transferred to the national government, in this case to the Ministry of Finance. The transfer 

left the organisation to manage mainly state claims and various real properties. The fact that they 

remained under the umbrella of the IBRA until the closure suggests that these assets might have 

been low quality or had complicated legal problems. In addition, several other types of assets are 

considered public assets due to the arrangement by a particular law. They are among other assets 

seized and confiscated by the Attorney General, assets seized by the Directorate General of 

Customs and Excise (generally in relation to international trade), assets from sunken treasures 

and ex-foreign/Chinese-owned assets (GoI, 2014). 

6.6. Summary 
This chapter described public sector asset management in Indonesia as the empirical background 

of this study. It firstly highlighted how it operated in the past and how a set of new regulations 

has reformed asset management practice. In the past, public sector asset management did not 

exist properly. It is indicated primarily by the absence of adequate asset records, rendering those 

assets easily manipulated or corrupted. The government during that time focused heavily on 

building and purchasing, yet neglected to appropriately manage the acquired public assets. This 

chapter then comprehensively described the Directorate General of Public Assets as the main 

organisation in the management of public sector assets. The organisation has evolved from one 

principally managing bad debt of state-owned commercial banks to a dedicated unit fostering 

public assets. However, it seems that the directorate general craved to strengthen its social 

position by seeking a larger contribution. It then brought a strategic approach to asset 

management practice. The following three chapters present the transformation in three different 

phases, starting with the adoption of accrual accounting in the next chapter.  
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CHAPTER 7: EMPIRICAL ANALYSIS OF THE ADOPTION OF 

ACCRUAL ACCOUNTING 
 

7.1. Overview 
This thesis studies the adoption, implementation and internalisation of accrual accounting in 

Indonesian public sector asset management. This chapter and the following two chapters present 

the empirical discussion at the phase of the adoption (this chapter), implementation (Chapter 8) 

and internalisation (Chapter 9). The phase of adoption was the starting point prior to the 

implementation of accrual accounting that expectedly led to a set of impacts. It lies in the period 

around the promulgation of the 2003 Public Finance Law and 2004 Public Treasury Law as well 

as the Government Regulation (GR) Number 24 Year 2005 (on Government Accounting 

Standards), which provided technical guidance for the implementation. 

The outline of this chapter is as follows. The first section explains the process of accrual 

accounting adoption in Indonesia in the macro context. The discussion on the policy at that level 

remains important in order to instigate the discussion on the specific context of public asset 

management as well as to ensure a continual analysis of the policy from adoption to impact. An 

overview of cash towards accrual and its movement to full accrual is provided in the next section. 

This current research concentrates on the asset management field rather than Indonesian public 

finance as a whole, so a specific presentation on capital asset accounting as well as how 

regulation in asset management addresses accounting issues are included in this chapter. It should 

be noted that assets under management are mostly capital assets, so capital asset accounting is 

the most relevant accounting technique for examination. 

This chapter highlights the adoption of accrual accounting, firstly in the entirely Indonesian 

public sector where government accountants played an important role amidst various influential 

structures that should also be credited. The adoption implies the requirement to accommodate a 

similar policy by all government agencies in various fields. In public sector asset management, 

the adoption was served by the incorporation of accounting matters in the regulation. 

Nevertheless, it shows that agents in asset management had little knowledge of the consequences 

of accrual accounting adoption to their practice. 

7.2. The Adoption Process at A Glance 
The adoption of accrual accounting has been a main feature in public sector reform. In Indonesia, 

the political reform that created a more democratic society set the scene for further reforms, 
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including in the public sector. Accrual accounting is considered crucial to the New Public 

Management movement that signifies the adoption of private-sector style techniques for the 

public sector (Arnaboldi & Lapsley, 2009; Buhr, 2012; Sevic, 2004) and many believe it could 

lead to resolution overcoming problems associated with the government. Previously, in the 

absence of accrual accounting, the government focused merely on evaluating compliance of cash 

usage within the mandated budgetary allocation. As a consequence, the government only 

provided the budget realisation report to account for its performance. The adoption of accrual 

accounting is anticipated to transform Indonesian public finance management, resulting in it 

being more transparent and accountable. One primary influence is the practice of public sector 

asset management. 

Despite being addressed in some studies, issues around the adoption of accrual accounting in the 

public sector in Indonesia should be incorporated into this thesis because talking about the 

process of implementation and its impact cannot be isolated from the policy motive. 

Understanding the process of accrual accounting adoption provides a complete picture for 

investigating further consequences. In particular, analysis of the adoption at the macro level is 

necessary to bridge further examination in the specific context of public asset management. In 

this regard, the decision was strongly related to political and legal nuances.25  

7.2.1. Institutional Forces 

Chapter 3 partly showed that most emerging economies adopted accrual accounting for their 

public sector due mainly to institutional forces, in this regard to conform with the loan 

requirements imposed by the World Bank, IMF and other similar institutions (Goddard & 

Mkasiwa, 2016; Mbelwa, et al., 2019; Shiraz Rahaman, 2009). The fact that in Indonesia 

multinational organisations engaged in the preparation process for transformation prompted 

several studies to confirm that motive. 

Hassan (2015) explains that the attempt to modernise public sector accounting commenced in the 

late 1970s, when the government collaborated with the World Bank on the Polytechnic Project. 

The aim of the project was to improve degree level technical training that included accountancy. 

It was followed by the World Bank–funded projects the Accountancy Development Project 

(1988–1991) and the Second Accountancy Project (1994–2001). This program indicates that the 

World Bank played an important role in the reform process. The Asian Financial Crisis that struck 

                                                 
25 The level is similar to the phase of institutionalisation of accrual accounting at the economic and political level and the 
organisational field of Harun’s (2012) work, which studied its adoption in the Indonesian public sector using the institutional 
theory approach. 
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Indonesia in 1997 gave urgency to the need to adopt accrual accounting. To rebuild after the 

crisis, the government received financial packages from the International Monetary Fund (IMF). 

These packages included as a condition the requirement of the government to reform to achieve 

better transparency and accountability. One related policy was implementing the Government 

Finance Statistics, in which double-entry accrual accounting had to be employed. In a 

presentation before the House of Representatives26, the finance minister, representing the 

government, remarked: 

… the Public Treasury Bill… uses accounting system that refers to the Government 
Finance Statistics manual… (The Finance Minister Explanation on the Bills of Public 
Finance, Public Treasury, and Public Audit, 2000) 

The then Finance Minister Prijadi Praptosuhardjo revealed a reform plan for the government 

accounting system, which was included in the Public Treasury Bill. While the system clearly 

referred to accrual accounting, it is worth noting that the reason behind this choice was 

compliance with Government Finance Statistics recommended by the IMF. 

In addition, there was pressure from other international financial institutions such as the Asian 

Development Bank through its Country Assistance Plan (Hassan, 2015). Moreover, other 

external organisation were also involved to provide assistance. During the post-adoption era, to 

ensure the implementation could go well, the government held several events. These included a 

workshop on accrual accounting policy for non-financial assets on 28–29 September 2010. It was 

held with support from the GPF (Government Partnership Fund) between the governments of 

Indonesia and Australia. Accordingly, Australian practice in accounting for public assets was the 

main reference delivered to the workshop participants. For example, the participants learned how 

the Australian Government accounts for heritage assets and how it depreciates capital assets 

(GPF, 2010). 

The above description highlights the intention of external forces, in particular the World Bank, 

the IMF and the Asian Development Bank, in bringing about the concept of accrual accounting 

to the Indonesian public sector. While the other transnational financial institutions merely 

attempted to influence through a series of projects designed particularly for education and 

training, the IMF is said to have gone further by incorporating this as a requirement of the loan 

provided as part of their assistance in response to the 1998 financial crisis. This requirement is 

known as a structural adjustment program, where international donors require developing 

                                                 
26 This occurred in the House of Representatives plenary meeting on 23 October 2000 following up on the submission of three 
bills on public finance, public treasury and public audit. The government had delivered the drafts on 29 September 2000. 
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countries to implement structural changes to improve their transparency and accountability 

(Allawattage et al., 2007; van-Helden & Ouda, 2016).  

Hasan (2015) advocates the position that the policy in Indonesia was undertaken as a result of 

institutional pressure from international donors. This view is a common explanation of the 

adoption of accrual accounting in emerging economies (Adhikari & Mellemvik, 2011; Sharma 

& Lawrence, 2008). Due to the necessity of gaining support from transnational organisations as 

well as developed countries, emerging economies tend to follow the donor’s prescription. The 

fact that the policy is externally forced rather than internally induced manifests in the limitation 

of policy development. 

During the field work for this study, a number of senior officials who observed the process of 

accounting reform supported this opinion. A senior member of the Government Accounting 

Standards Committee (KSAP) expressed his thoughts by referring to the letter of intent to the 

IMF signed by the then President Soeharto following the financial crisis in the late 1990s: 

There was definitely pressure from the IMF, but it was sensible for it was in line with the 
need to make our country accountable. (SC-1) 

However, he could understand that the pressure was part of the requirement to make Indonesia 

accountable in managing financial assistance. Importantly, he also believed it was in line with 

the need to recover from the bad times. 

In addition, a former senior auditor of the Audit Board agreed with the presence of foreign 

involvement behind the adoption of accrual accounting: 

We cannot deny that foreign influence was there. (AB-2) 

According to the former senior auditor, the influence was not necessarily in the form of written 

requirements and commitments. For example, an international donor organisation continuously 

including Indonesia in its reports as a country that had yet to follow international best practice of 

accrual accounting may have put soft pressure on the Indonesian government. 

7.2.2. The Role of Agents 

In spite of the prevalent argument concerning the influence of institutional forces, some scholars 

emphasis the crucial role of key agents. For example, Harun (2012) argues that bureaucrats in 

the Ministry of Finance were key to the decision to adopt accrual accounting in the Indonesian 

public sector. That a decision to adopt accrual accounting was primarily driven by agents is also 

supported by Christensen (2002), Lye et al. (2005) and Baker & Rennie (2006). However, as 
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discussed in Chapter 3, the agents’ central role is mainly found in the context of advanced 

economies. Only a few studies addressed their role in emerging countries due to the greater focus 

being on external institutional forces (see for example Ahn, et al., 2016). 

A different group of people I met, who were key actors during the decision to adopt accrual 

accounting, favoured this view. They were engaged in person in developing the new public 

financial management policy, including accounting change in the early 2000s. Their involvement 

in the process of law formulation by representing the interests of government accountants is said 

to have brought considerable influence. A former secretary of Treasury and a former senior 

auditor at the Audit Board illustrated it as follows: 

The team [who formulated the law] was dominated by accountants. (TR-1) 

The influence of accountants [in the process of formulating the law] was strong and 
dominant. (AB-2)  

As a consequence, accounting became the main concern characterising the reform. As a senior 

accountant explains: 

The main problem was a low level of public trust, so we kept promoting accountability 
and transparency. That’s why we departed from the downstream [reporting logic] and 
began with accounting change. Fortunately, several members [of the group preparing 
the laws] were accountants. (MF-1) 

This group of accountants strongly held the view that accrual accounting was a good instrument 

in the reform and accordingly worked hard to promote its use. Three senior officials who 

belonged to this group stated: 

We realise accrual accounting is the best. (MF-1, a senior accountant, member of group 
formulating the law) 

We fully understand that accrual is all-embracing and best practice. (SC-2, member of 
accounting standard committee) 

At that time we were thinking, what’s the international best accounting practice? 
Undoubtedly it’s accrual. (MF-2, member of group formulating the law) 

Furthermore, in promoting the accounting logic, they claimed it was free will. It indicates that 

the decision was mainly driven by their intention to make an improvement rather than any 

external pressure. 

When we were formulating this policy, we were really independent. We weren’t under 
any external pressure. (SC-2, member of accounting standard committee) 
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A former senior official at Treasury, who led the group formulating the laws (2003 Public 

Finance Law and 2004 Public Treasury Law) also argued that they were working without any 

pressures. He denies any influence by foreign interests in the process of law preparation: 

… we are under pressure? No. I can provide evidence because I was the actor at the time 
… (TR-1)  

During the reform, this group of government accountants managed to mobilise their aspirations 

in directing accounting reform and more generally public financial management reform. With 

respect to accounting reform, the Ministry of Finance relied on a group of government 

accountants to contribute significantly. Most of them came from the Public Financial Accounting 

Agency (domestically known as BAKUN), a unit under the ministry that was merged into the 

Directorate General of Treasury following the organisational restructuring of the ministry in 

2004. They mostly graduated from the State College of Accountancy under the Ministry of 

Finance and many went on to higher education in the United States and Australia. Some of the 

accountants were involved in the KSAP in addition to their task in the ministry. A member of the 

standards committee who came from the private sector illustrated how the ministry even 

attempted to gain control of the committee because of its vital role in setting up the standards. 

The committee member (SC-1) says the ministry used to approach the Indonesian Accounting 

Institute (IAI), an organisation of professional accountants, which had a committee to develop 

accounting standards for the public sector. They said: 

The chairman of the Accountants Institute27 said that [an officer of] the Ministry of 
Finance just phoned him telling him that the government demanded the KSAP [the 
standards committee] be put under the Ministry. (SC-1) 

He further recalled how he did not mind the proposal despite the likelihood that it would put the 

committee’s independence under question. He (SC-1) held this position with the belief that the 

committee needed resources to be able to function well: 

We [the Accountants Institute] were poor. We had no money to fund our project, such as 
comparative studies and so on. We needed money, didn’t we? So, it’s okay to give control 
of the committee to the government, but we required the government to put me in the 
committee, otherwise we would not approve their takeover proposal. (SC-1) 

The ministry’s attempt to gain more control of the standards committee might have been to 

accelerate the development of accounting infrastructure following the failure of previous 

                                                 
27 The Indonesian Institute of Accountants (IAI) is a national organisation of professional accountants in Indonesia. It established 
the Financial Accounting Standards Council (DSAK), which set up accounting standards for private sector. Correspondingly, it 
attempted to form a similar body to set up accounting standards for the public sector. 
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attempts by various parties. It might be parallelled with the Australian Government accountants’ 

attempt to intervene in the establishment of a public standards setting committee in the early 

1980s (Chua & Sinclair, 1994). A senior official of the Indonesian Ministry of Finance who was 

also an accountant recalled: 

There were many attempting to fill the gaps due to the absence of government accounting 
standards. There was a prominent accountant who tried to develop the standards by 
translating IPSAS and called it Government Accounting Standards. At the Gajah Mada 
University, another group made a similar effort. The Audit Board also did it, as well as 
the Ministry of Finance with its Public Financial Accounting Agency. (MF-1) 

In the end, the KSAP remained independent despite the fact that it received a lot of support from 

the government in the form of financial and facility supports, and as well government accountants 

dominated its committee28. It should be noted, however, that in the early period (2002–2004) the 

committee members were appointed by the finance minister, and thereafter they were direct 

appointees of the President. 

7.2.3. Structures–Agents Interaction 

It is clear from the analysis that no single factor led to the adoption of accrual accounting in 

Indonesia. Neither institutional forces nor key agents alone provide a satisfying explanation of 

the transformation, so a combination of various factors was behind the decision. Also contribute 

in providing the right time to the change was the collapse of the Soeharto regime following the 

financial crisis. A senior official in the ministry who actively took part in the accounting reform 

shared her feelings at that time: 

Due to the financial crisis, on one side we were really in trouble, but on the other side, it 
paved the way to reform our public financial management. We must take it before the 
opportunity is gone. (MF-1)  

The golden opportunity came with the (financial) crisis. (MF-1) 

Her colleague, a senior accountant who was also a director general in the ministry, had a similar 

view: 

The fall of Soeharto was a momentous change that made us aware. (MF-2) 

                                                 
28 The independence of KSAP is justified by the 2003 Public Finance Law and the GR No. 24/2005. It is also shown among 
others by a testimony of a committee’s member (who represents private sector) I interviewed. He maintains that the committee 
has been independent and cannot be intervened by any other interests than technical consideration. 
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Equally, the political reform also created a reformist parliament that supported subsequent 

change in public sector governance. They not only knew that accrual accounting was best practice 

but also demanded the government to take quick action in applying it: 

The House’s members knew very well that the best government accounting practice was 
accrual even though they were not accountants. (MF-2, accountant, member of group 
formulating the law) 

We were stressed thinking about how we should implement accrual as demanded by the 
House. (MF-1, accountant, member of group formulating the law) 

The latter statement indicates that although the House of Representatives members shared a 

similar view to the Ministry of Finance bureaucrats, who regarded accrual accounting as best 

practice, they had little knowledge of the difficulties in implementing it and consequently this 

put significant pressure on the bureaucrats. 

The critical role of the parliament was evident as it backed the public finance and public treasury 

bills proposed by the government. When the bills were approved by the House and effectively 

became laws in 2003 and 2004, the laws contained arrangements about the adoption of accrual 

accounting. Interestingly, the accrual accounting arrangement was not included in either of the 

bills proposed by the government29. That is not to say that the government did not have a plan to 

adopt accrual accounting. It is evidenced in that the finance minister implicitly said to the House 

that the accounting system should change to accrual accounting (see subsection 7.2.1 above). It 

could be concluded that, despite having adoption of accrual accounting in mind, the government 

did not once consider the importance of incorporating this arrangement into the bills. However, 

it was the House that demanded the bills recognise accrual accounting—even with a specific time 

frame for the implementation.  

The structures–agents relationship as the influencing factor in the adoption of accrual accounting 

can also be seen from the aforecited statements of the key actors who associated accrual 

accounting with international best practice. Thus, adopting accrual accounting was proposed by 

the key actors to conform with international standards30. 

The understanding of the process of accrual accounting adoption is necessary in investigating the 

impact. As suggested by Hyndman and Connolly (2011), the motive behind the adoption of 

                                                 
29 The bills were proposed by the then Vice President Megawati Soekarnoputri on behalf of the government to the House of 
Representatives on 29 September 2000. 
30 In the literature using institutional theory, this is known as normative pressure that might come from professional or consultant 
advice. 
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accrual accounting determines the outcome of such a policy. Taking into account two different 

views above, it is obvious that both structure (in the form of international demand) and agent 

(represented by Ministry of Finance bureaucrats) have roles in influencing adoption. 

Accordingly, an approach that takes structure and agent into consideration is used to discover 

further implications of accrual accounting on public sector asset management. This is also to 

respond to call for further research with a more balanced view between structures and agents 

(Ahn, et al., 2014).  Having highlighted the adoption at the Indonesian macro level, this thesis 

will turn to a lower level of particular public sector asset management context to explore the 

influence of accrual accounting on the field. 

7.3. From Cash Towards Accrual to Full Accrual 
Following the decision to adopt accrual accounting, the Indonesian Government endorsed a set 

of government accounting standards—set up by KSAP—for guidance on the implementation. 

Instead of full accrual, the standards firstly employed semi accrual, or ‘cash towards accrual’, 

where only balance sheet items were prepared in accordance with the accrual principle. It was 

intended as a temporary standard prior to a full application of accrual accounting. See Figure 7. 

1 for the shifting process. 

Figure 7. 1 Shifting process from cash basis to accrual basis 

 

As previously mentioned, attempts to install accrual accounting in Indonesian public financial 

management had not succeeded in the past due to the absence of legal support. It was only after 

political reform that the concept materialised and was accommodated into law. Therefore, it is 
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important to highlight the laws that endorsed the adoption of accrual accounting prior to 

addressing in detail the new accounting standards. 

7.3.1. 2003 Public Finance Law and 2004 Public Treasury Law 

The adoption of accrual accounting is stipulated in the 2003 Public Finance Law and 2004 Public 

Treasury Law. The laws mandated the adoption of accrual accounting take place no later than 

2008. In the 2003 Public Finance Law, despite the fact that the requirement to adopt accrual 

accounting is not explicitly stated, the way the law defines the term ‘revenue’ and ‘expense’ 

clearly indicates the adoption of accrual accounting. It is shown in Article 1, when the law 

differentiates between cash inflow and revenue as well as between cash outflow and expenditure, 

suggesting the recognition of accrual accounting adoption. Subsequently, in the Transition 

Arrangement Section of the Law (Article 36) it explicitly introduces the term ‘accrual’ when 

specifying that this system must be implemented within five years at most.  

The 2004 Public Treasury Law came afterwards and contains a similar wording. In Article 12 

paragraph 1, the law states that the annual National Budget must encompass rights of the national 

government—which correlate positively with the net equity and liabilities of the national 

government and which correlate negatively with the net equity. The Transition Arrangement 

Section (Article 70) refers to the arrangement as recognition and measurement of revenue and 

expenditure on an accrual basis. In addition, the law reinforces the specification of the 2003 

Public Finance Law—that accrual accounting must be implemented by 2008 at the latest. 

The transition arrangement in these laws provided a five-year extension for the government to 

prepare before fully applying accrual accounting. This was reached through the consultation with 

the House. As previously discussed, the time frame for the adoption was once not included in the 

bills proposed by the government. A senior accountant in the ministry who was involved in the 

hearing with the House of Representatives in discussing the bill recalled that the arrangement 

was a compromise following the House decision to define the terms of revenue and expense that 

adhered to the accrual concept: 

With the decision, we had no choice but accrual. As a consequence, we asked for a 
transition period because we were aware that it would be difficult to implement. (MF-1) 

Nevertheless, despite little preparation, the government needed to incorporate the requirement to 

adopt accrual accounting in the bill since it was the only way to ensure its implementation. In the 

past, the absence of legal support in law made the implementation difficult to reinforce even 
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though the attempt had commenced long before. A former senior official in the Ministry of 

Finance stated: 

There was no strong regulation to support accrual in the past. Now we have the law, so 
people have to follow. It was impossible in the past. (MF-2) 

Another interviewee with vast experience as a government internal auditor also emphasised the 

importance of the law provision: 

The law gave us the confidence to push through accrual implementation. (SC-2) 

With these two laws, the Indonesian public sector officially adopted accrual accounting. It was 

such a revolutionary change, because it removed the traditional single-entry system and 

introduced the most modern one of accrual accounting. However, as regulation in the form of 

law is typically general in nature, it needed a more specific regulation for the implementation. 

This necessity came with the issuance of the GR No. 24/2005, which delivered the Government 

Accounting Standards on a ‘cash towards accrual’ basis. 

7.3.2. The First Government Accounting Standards (Cash Towards Accrual) 

Unlike the accounting standards for the private sector in Indonesia, those for the public sector 

were launched with the enactment of government regulation. It was is because the standards were 

designated to bind entire government agencies, both at the national and subnational levels. For 

this purpose, the government issued regulation GR No. 24/2005 to deliver the Government 

Accounting Standards on a cash towards accrual basis. 

Cash towards accrual is a modified accrual system where revenue and expenses are measured on 

a cash basis, while assets, liability and equity are measured on a accrual basis. This transition 

differs from the sequence suggested by the International Monetary Fund, which put capital asset 

incorporation into the balance sheet in the final phase (Cavanagh, Flynn, & Moretti, 2016). The 

provision of a transition period prior to full implementation of accrual accounting as well as the 

implementation of a kind of modified accounting—either modified cash accounting or modified 

accrual accounting—in the public sector is common in many countries given that a change to 

accrual accounting often requires time to consider, decide and prepare. The Nepalese 

Government, for example, used a five-year roadmap to guide its endeavor to shift from cash 

accounting to accrual accounting (Adhikari, Timoshenko, & Garseth-Nesbakk, 2012). The IMF 

also provides indicative phasing for the transition from cash to accrual accounting in the public 

sector. In its Technical Notes and Manuals published in 2016, it elaborates on the shift covering 

four phases: Phase 0 (cash accounting), Phase 1 (elementary accrual accounting), Phase 2 
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(advanced accrual accounting) and Phase 3 (full accrual accounting) (Cavanagh, et al., 2016). 

According to the International Public Sector Accounting Standards (IPSAS), which advocate full 

adoption of accrual accounting, cash basis can be modified by permission to include cash receipts 

or expenditure within an extended period of time after the end of a financial year. Alternatively, 

accrual could also be modified by excluding inter-period allocation such as asset depreciation, 

so the reporting merely applies to financial assets and liabilities (Pina & Torres, 2003). In their 

study, Pina and Torres (2003) reveal that 10 out of 17 case studies among Anglo-Saxon, Nordic 

and European continental countries used an accounting basis somewhere between modified and 

full accrual. Several comparative studies have portrayed these implementation differences—for 

instance, Christiaens et al. (2015), Pina and Torres (2003), and Pina, Torres, and Yetano (2009). 

International Public Sector Accounting Standards Board has also developed a comprehensive 

Cash Basis IPSAS in which the user is encouraged to voluntarily disclose accrual information. 

In addition, the standards facilitate the change process through the provision of transitional 

features in certain full accrual standards. 

The Indonesian Government Accounting Standards comprised of 11 standards. The standards 

setter (KSAP) had first established the Government Accounting Conceptual Framework that 

underlaid the development of the standards. In addition, the standards committee could issue the 

Interpretation of Government Accounting Standards Statements (IPSAP) and the Technical 

Bulletin. Figure 7. 1 sets out the 11 accounting standards under cash towards accrual. 

Table 7. 1 Government accounting standards (cash towards accrual)  

Government accounting standard statements Description 
PSAP 01 Presentation of financial statements  
PSAP 02 Budget realisation statements 
PSAP 03 Cash flow statements 
PSAP 04 Notes of financial statement 
PSAP 05 Inventories 
PSAP 06 Investments 
PSAP 07 Capital assets 
PSAP 08 Construction in progress 
PSAP 09 Liabilities 
PSAP 10 Errors, changes in accounting policy and extraordinary events 
PSAP 11 Consolidated financial statements 

a Domestically abbreviated as PSAP 

The standards were prepared according to international best practice and referred mainly to 

IPSAS (International Public Sector Accounting Standards). However, the development of the 

standards is adjusted for circumstances unique to Indonesia, such as existing regulation, existing 

practices and the user preparedness. As such, in contrast to the IPSAS, the standards were simpler 

in that they did not address a number of financial transactions—such as foreign exchange, 
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financial instruments, impairment of assets and employee benefits.31 There were four financial 

statements to be prepared by the government: balance sheet, budget realisation statement, cash 

flow statement and notes of financial statements. Of the statements, only the budget realisation 

statement was prepared annually prior to the reform to account for the National Budget 

implementation. There was no requirement to prepare a kind of operations statement—which is 

a statement to contrast the revenue and expense—because accrual basis applied only to the 

accounts belonging to balance sheet (assets, liabilities and equities). 

7.3.3. The Second Government Accounting Standards (Accrual) 

The preceding subsection described the accounting standards that were issued in accordance with 

the cash towards accrual accounting basis. Considering that the failure to implement full accrual 

in 2008 violated the mandate of the 2003 Public Finance Law and the 2004 Public Treasury Law, 

the government made an agreement with the House of Representatives as well as the Audit Board 

concerning the revision of the time line. On 25 September 2008 the Finance Minister, 

representing the government and the Government Accounting Standards Committee (KSAP), 

consulted with the House of Representatives and reached an agreement that the implementation 

of full accrual accounting would be undertaken gradually commencing in 2009 (Treasury, 2014). 

It was followed up by the preparation of new accounting standards with full accrual basis. 

In 2010 the government issued the Government Regulation (GR) No. 71/2010, replacing GR No. 

24/2005. It accommodated the replacement of cash towards accrual–type accounting standards 

with full accrual. Typical of the Indonesian regulation system, the shift did not apply immediately 

and it provided for a transition period prior to the implementation of mandatory full accrual by 

2015 at the latest. A reporting entity within the national government and local governments which 

had been ready were welcome to implement it earlier than 201532. 

The GR No. 71/2010 consists of two main parts. The first is the accounting standards with full 

accrual basis to be implemented in 2015 at the latest, and the second is the standards with cash 

towards accrual. The second part was the same as the previous one, which remained in effect up 

to 2015. The first accounting standards (with cash towards accrual basis) were not immediately 

removed following the enactment of the GR No. 71/2010; rather, these were extension to a 

particular time in the future, prior to the mandatory shift to the accrual basis entirely. It implies 

                                                 
31 These economic transactions remain unaddressed in the Government Accounting Standards 2010 that replaced the standards 
for cash towards accrual. 
32 Some local administrations that did so were Semarang City (Central Java Province), Bandar Lampung City (Lampung 
Province) and Pandeglang District (Banten Province). 
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that the application of double standards could be temporarily used by governmental 

organisations. These two standards are to some extent similar; the only difference is on Standard 

Number 12 on Operations Statements that appears only in the new standards with full accrual 

basis. See table 7.2 for details of the accrual basis standards. 

Table 7.2 Government accounting standards (accrual)  

Government accounting standard statements Description 
PSAP 01 Presentation of financial statements  
PSAP 02 Budget realisation statements 
PSAP 03 Cash flow statements 
PSAP 04 Notes of financial statement 
PSAP 05 Inventories 
PSAP 06 Investments 
PSAP 07 Capital assets 
PSAP 08 Construction in progress 
PSAP 09 Liabilities 
PSAP 10 Errors, changes in accounting policy, and extraordinary events 
PSAP 11 Consolidated financial statements 
PSAP 12 Operations statements 

a Domestically abbreviated as PSAP 

Accordingly, in terms of reporting, the new standards require the preparation of three additional 

financial statements: operations statement, statement of change in equity and statement of change 

in accumulated budget surplus. The statement of change in accumulated budget surplus, along 

with the budget realisation statement, are unique for governmental institutions because the aim 

is to deliver budget accountability. The statement of change in accumulated budget surplus 

mainly reports the use of budget surplus in the current year. Moreover, the operations statement 

is to contrast revenue and expense (in accrual terms) both from operational and non-operational 

activities, in which the surplus/deficit will affect the presentation of equity as covered in the 

statement of change in equity. 

As previously anticipated, the Indonesian national government could only present the financial 

statements with accrual basis at the end of the deadline in 2015. At first, there was a concern that 

the implementation would engender some complication and put the fairness of the financial 

statements at risk in relation to the audit by the Audit Board. However, the unqualified opinion 

that was received a year earlier could be maintained for the following year’s financial statements 

despite the accounting basis change. It is worth highlighting that the Indonesian Government’s 

path in adopting accrual accounting, which began with cash towards accrual prior to the full 

adoption, confirms the complexity of the process and demonstrates another variance among 

different scheme in different countries (Bruno & Lapsley, 2018; Pina & Torres, 2003). 
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7.4. Accrual Accounting on Public Assets 
The previous parts of this chapter have presented the adoption process and the content of accrual 

accounting. Now I turn to a more specific discussion on how accrual accounting was engaged in 

the practice of public asset management, an area affected early by the adoption. In this vein, 

assets under management refers to capital assets. This section mainly discusses how capital asset 

accounting should be treated under accrual accounting and how public sector asset management 

in Indonesia accommodated the practice in the early stages of accrual adoption. 

7.4.1. Capital Asset Accounting 

The accounting reform brought accrual accounting into effect. Given the partial application of 

accrual accounting, where revenue and expense recognition had yet to use accrual basis, one 

immediate consequence of cash towards accrual was the recognition and presentation of all assets 

along with all liabilities in the balance sheet. Hence, asset management is an area most affected 

by the adoption of accrual accounting, making it interesting to investigate issues around it respect 

to the adoption of accrual accounting. It is not to mention that capital asset accounting represents 

increasing degree of difficulty of public sector accrual accounting (Buhr, 2012; Christiaens, 

2004; Mellett, et al., 2009a). 

The First Government Accounting Standards in 2005 provided accounting guidance for capital 

assets in Statement Number 07 (PSAP 07). Some of the main ideas in this statement include: 

1. Definition. A capital asset is a tangible asset with more than 12 months’ useful life, used 

for government operation or public service provision. 

2. Capital assets are classified as follows:  

a. land 

b. equipment and machinery 

c. building 

d. road, irrigation and network 

e. other capital asset 

f. construction in progress 

3. The measurement of capital asset uses historical cost basis 

4. However, for the purpose of the establishment of the first balance sheet, capital assets are 

measured based on their fair value 

5. The subsequent measurement of capital assets includes additional value from certain 

subsequent expenditure as well as the value deducted from accumulated depreciation. 
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6. Capital asset are depreciated to recognise the declining value resulting from asset usage. 

However, it does not apply to land and construction in progress. 

7. For the purpose of depreciation, a capital asset does not have any residual value. 

8. The depreciation method is straight line method, declining balance method or unit of 

production method. 

9. Capital asset revaluation is basically not allowed. The exception applies only if the 

government decides to carry out the revaluation for the entire assets nationwide. 

10. Heritage assets are not presented in the balance sheet but must be disclosed in the notes 

of financial statements. 

11. Infrastructure assets and military assets are considered capital assets, so these assets 

should follow accounting principles applied for capital asset. 

12. The standard does not apply for accounting for natural resources. 

These points represent a structure for public asset management. Chapter 8 will discuss the 

interplay between accounting structure and asset management practice, particularly in asset 

valuation and asset depreciation. For depreciation, in the period of cash towards accrual, the 

declining value of the assets due to use of such assets had yet to be recognised as an operational 

expense. 

The presence of the accounting standards facilitated the preparation of capital assets reporting. 

Capital assets reporting was given first attention by government accountants promoting accrual 

accounting. They also drew attention to cash management as they attempted to draw up the first 

balance sheet of the national government. It was of a serious concern that a big country like 

Indonesia did not manage to maintain adequate asset records in the form of a standardised 

financial report. Moreover, with the financial information provision based on accrual accounting, 

several intended goals were established in relation to asset management. In addition to fulfilling 

the requirement of accountability, the implementation of accrual accounting was also needed for 

future funding planning in asset maintenance and replacement, as well as for determining 

whether the government should run a service itself or buy from a third party (Treasury, 2014). 

An accountant emphasised the significance of the reform in that it allowed a proper financial 

audit by the Audit Board to discover the health condition of public finance. The audit was only 

possible with the provision of accounting standards that was absent prior to the reform: 

Once the accounting reform began, we were obliged to present financial statements 
including the balance sheet, and they were subject to financial audit by the Audit Board. 
The audit was like a thorough medical check-up that revealed all the health problems. 
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We knew then how bad our asset management was, so we set up the Directorate General 
of Public Assets. (MF-1) 

Likewise, a member of the KSAP highlighted the role of accrual accounting in enabling the full 

disclosure of state assets through the balance sheet: 

Accrual forced them to disclose everything. (SC-2) 

These statements show the influence of accrual accounting, despite its partial implementation, in 

exposing the problematic asset management in the Indonesian Government. It could be argued 

that this gradual accrual implementation was effective since it allowed the government to solve 

problems step by step by prioritising the most urgent ones. Perhaps if the policy was applied 

without transition, the government might have lost the focus. 

7.4.2. Accounting Issues in Public Asset Management Regulation 

This subsection discusses how regulation in public asset management addresses the accounting 

matters. Indonesian public asset management was once regulated by the GR No. 6/2006 (on 

Public Assets Management). One important feature of the regulation was the attempt to address 

the absence of accounting—a major issue in the past—by incorporating accounting in terms of 

both financial reporting and management accounting. It is well understood in the literature that 

accounting played a vital role in modernising the practice of asset management (Mardiasmo, 

2012; Peterson, 2006). It is worth noting that people in charge of asset management were the 

initiators of the GR No. 6/2006, so the regulation represents their thought and understanding on 

asset management and related issues. 

However, in reviewing the regulation, I located several issues in relation to accounting. Firstly, 

Article 38 was the only article in the regulation that mentioned the term ‘accounting’. It stated: 

The value of public assets for the purpose of the presentation in the balance sheet is based 
on the government accounting standards. (GoI, 2006). 

The article appeared in connection with asset valuation because it was addressed under the 

chapter about valuation. The regulation said that asset value should be determined for several 

purposes—presentation of balance sheet presentation, asset disposal and asset transfer. For asset 

disposal and transfer, asset value should be measured based on the fair market value. 

Secondly, in Chapter Eleven of the regulation, Articles 67–73, the regulation recognised the 

necessity for asset administration, which consists of asset recording, stocktaking and reporting. 

Although it was not labeled accounting, it was in fact accounting. The regulation stated that it 

was the responsibility of every asset user to maintain an asset register. Special treatment applied 
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to land and buildings in the sense that the register for such assets was to be maintained by the 

asset manager instead of the asset user. As formerly stated, asset user referred to line ministries 

and non-ministries agencies, whereas the asset manager was the Ministry of Finance (the 

Directorate General of Public Assets). Furthermore, the regulation ordered asset users to carry 

out a stocktake every five years. For inventory and construction in progress this was to be 

undertaken annually. Downstream of the asset administration cycle was reporting, which the 

asset manager and asset users were to produce semi-annually. The public assets report would be 

the source for preparation of the balance sheet. 

These articles inform a couple things. First, the regulation mentioned accounting in association 

with the Government Accounting Standards issued a year earlier. This was common in drafting 

of Indonesian legislation to reaffirm certain related issues that had been regulated previously. 

The GR No. 6/2006 (on Public Assets Management) and the GR No. 24/2005 (on Government 

Accounting Standards) were further legal arrangements designated for more specific guidance 

after the 2003 Public Finance Law and the 2004 Public Treasury Law. As the accounting 

standards employed accrual as a basis, the imposition of accrual accounting had implicitly been 

accommodated in the GR No. 6/2006. 

Second, despite the recognition of accounting (standards) in the regulation, it was limited only 

to external reporting in the form of the balance sheet. The fact that the article was placed under 

the chapter about asset valuation did indicate that the emphasis was on asset valuation, not on 

the accounting report. 

Third, with the arrangement in Chapter Eleven of the regulation, accounting was considered a 

crucial part of public asset management despite the fact that the regulation used the term ‘asset 

administration’ to refer to asset recording and reporting activities. However, by reluctance to call 

it accounting, it indicates the effort made to sustain a more traditional way of asset recording and 

to avoid the cooption of an external factor called accounting. 

That the regulation paid little attention to accounting was described by a government accountant: 

The GR No. 6/2006 on Public Assets Management was asset management-oriented, 
talking only about how public assets should be managed, but paying little attention to 
how they should be reported and how they link to the financial statements. As a 
consequence, there was no proper correspondence between the regulation and the 
Government Accounting Standards. (SA-3) 

Her expression shows how the regulation was developed with the grand aim of reforming public 

sector asset management practice yet took aside the importance of accounting. 
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Furthermore, more technical guidance to implement what the so-called asset administration in 

the Government Regulation was provided in the form of the Finance Minister Regulation No. 120 

Year 120. It restated what had been regulated in the GR No. 6/2006 concerning asset registration, 

stocktaking and reporting with more detailed procedures. 

To summarise, it could be argued that the regulation for asset management had included the 

conception of accounting, yet accounting was considered merely a common feature that might 

not determine the way public assets were managed. The regulation of asset management 

apparently considered presentation based on accounting standards as non-core business within 

the area of asset management. It reflects the unfamiliarity of the people in charge of asset 

management to the accounting concept. However, these people would later see how the 

requirement to follow the accounting standards would affect the way they managed public sector 

assets. 

7.5. Summary 
This chapter firstly discussed the process of accrual accounting adoption in Indonesia, where 

both institutional forces and agents influenced the policy. In this vein, institutional factors came 

with the influence of multinational organisations (the World Bank, IMF, ADB), the financial 

crisis and political momentum. Meanwhile, agents were actively represented by government 

accountants in the Ministry of Finance and promoted accounting reform—from the incorporation 

of this ideal into laws to its imposition on specific areas in public financial management in 

Indonesia, particularly asset management. It should be concluded that these two factors played 

their respective roles in the eventual adoption of accrual accounting in the Indonesian public 

sector. 

The chapter subsequently provided an overview of the accounting policy, under cash towards 

accrual and accrual basis. A more specific application of the policy on capital asset accounting 

came afterwards, and this shed light on the impact of accrual accounting on public asset 

management. When the laws setting out the adoption and accounting standards were issued, 

public sector asset management had to follow these laws and accommodate them into the GR No. 

6/2006 (on Public Assets Management). However, people in charge of asset management were 

seemingly unaware of the deep consequences of adopting accrual accounting in their field. 

The next chapter will discuss the subsequent events in accrual accounting adoption, where the 

system was implemented in public sector asset management. 
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CHAPTER 8: EMPIRICAL ANALYSIS OF THE IMPLEMENTATION OF 

ACCRUAL ACCOUNTING 
 

8.1. Overview 
The adoption of accrual accounting in the Indonesian public sector came into effect following 

the enactment of the 2003 Public Finance Law and 2004 Public Treasury Law, along with the 

Government Accounting Standards incorporated in the Government Regulation (GR) No. 24 

Year 2005. Because of the complexity in shifting to the new system, the accounting standards 

introduced a modified basis called cash towards accrual—where revenues, expenditures and 

financing were recorded with the cash basis, while assets, liabilities and equities were recorded 

with the accrual basis. Despite only partial implementation of accrual accounting, it made 

possible asset capitalisation and its presentation in a standardised way into a balance sheet that 

had hitherto been overlooked. In cash-based accounting, producing a balance sheet may be 

possible. However, the balance sheet would be incomplete because it would only include cash 

and its equivalents and not cover capital assets. Furthermore, although the balance sheet was not 

developed until 2005, it lacked appropriate value and therefore prompted the government to 

conduct an asset registration project—including stocktaking and asset appraisal according to fair 

value. The issue of asset value was paramount and subsequently engendered a necessity to apply 

asset depreciation and amortisation periodically for long-term assets. It was another consequence 

on asset management of the implementation of accrual accounting. Nonetheless, despite its 

crucial role in enhancing the quality of government financial reporting, its exposure in 

management accounting remains limited (Achmad, 2012). However, some initiatives including 

asset planning and budgeting and capital asset charging have been proposed in an attempt to 

better utilise accrual accounting in public sector asset management. 

This chapter discusses the implementation of this newly adopted accrual accounting, particularly 

for capital assets in the context of public sector asset management in Indonesia. Firstly, the 

chapter discusses the early implementation, where the main effort was presenting the assets in a 

balance sheet in accordance with the accounting standards. This focus included asset registration 

and valuation (which aimed to fix the first balance sheet), asset depreciation, asset amortisation, 

as well as another asset valuation—which took place nearly 10 years after the first asset valuation 

was completed. In essence, this chapter addresses the application of accrual accounting in relation 

to the production of asset value reported in the balance sheet. The implementation phase of 

accrual accounting highlighted conflicts that emerged due to the different viewpoints between 
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people in charge of asset management and the accountants who delayed the attempts to 

materialise strategic asset management early. 

8.2. The First Balance Sheet 
The most immediate result of the accounting reform was the establishment of the first balance 

sheet that showed all national government assets and liabilities, and these had hitherto been 

unknown. The cash towards accrual basis adopted early on required assets, liabilities and equities 

to be recorded using accrual basis and enabled the disclosure of these financial items in a 

particular report. For public asset management, a balance sheet is a prerequisite to moving 

towards more strategic practice (Mardiasmo, 2012; Peterson, 2006). 

Prior to 2005, when a balance sheet was not recognised in Indonesian public financial 

management, an account of those assets was not adequately provided. It was unfortunate, because 

public assets should have been growing in volume and value, particularly given the capital 

expenditures for building various long-term assets that were budgeted annually. The accounting 

reform introduced accounting standards with accrual features that could improve the way the 

government accounts for the public asset possession. However, the starting point was always 

demanding, especially for a large organisation like the Indonesian Government. 

The venture to draw up the first balance sheet was mobilised by government accountants from 

the Directorate General of Treasury of the Ministry of Finance. People at the Directorate General 

of Public Assets were not yet engaged because the focus was on the financial reporting area and 

that belonged to other departments. Also the directorate general itself was still in its infancy. The 

effort to build the first balance sheet was initiated in the 1980s, but according to a senior 

government accountant involved in the process it was fruitless due to the absence of strong 

regulatory support. Political change in the late 1990s paved the way for the appropriate report. It 

included political support from the Parliament for the government, which proposed three bills—

on public finance, public treasury and public audit. In responding to the bills, the Reformation 

Faction, which consisted of members of parliament from PAN (the National Mandate Party) and 

PK (the Justice Party), suggested: 

In our opinion, public assets should be managed properly. We recommend to the 
government to develop public assets list comprehensively soon, so that the fraud on 
public assets management could be monitored and prevented (The Reformation Faction's 
General Opinion on the Bills of Public Finance, Public Treasury, and Public Audit 

2001) 
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Other political parties also delivered their support, signaling a political will to create a regulatory 

foundation for the reform. 

The national government financial statements are consolidated reports covering all line ministry 

and non-ministerial agency financial activities. It is worth understanding the terms of accounting 

entity and reporting entity in the Indonesian Government accounting system. An accounting 

entity is a government working unit that has its own budget to account for. Most line ministries 

and non-ministerial agencies consist of a number of working units. Practically, echelon 1 and 

echelon 2 organisations are working units. The lowest government organisation level regarded 

as a working unit is an echelon 3 organisation (such as an operational office), but not all of them 

are considered as such.33 In total, there are more than 24,000 national government working units 

across the country using public budget and assets. Moreover, the difference between the 

accounting entity and the reporting entity lies in the requirement for the reporting entity to publish 

the financial statements. In relation to the financial audit, the Audit Board would only provide 

audit opinion on the financial statements issued by a reporting entity. A reporting entity is thus 

either a ministry or a non-ministerial agency. To establish a national consolidated balance sheet, 

all accounting entities must first prepare their balance sheet properly. Each balance sheet is 

subsequently consolidated to create a reporting entity’s balance sheet prior to ultimate 

consolidation at the national level. 

A challenge in drawing up the first balance sheet relates to capital assets. Capital assets require 

historical records to be incorporated into the first balance sheet. Unfortunately, unlike monetary 

assets and liabilities where the trails and supporting documents might be less difficult to obtain, 

capital asset historical records are less likely to be preserved. It was the case in Indonesia, where 

capital asset-related issues dominated the complexity of the creation of first balance sheet. In 

addition, people in the Indonesian Government showed little interest in public assets. A former 

deputy director in the Directorate General of Public Assets illustrated this: 

It was the old paradigm that those people didn’t care with asset, they only cared with the 
money. Therefore, they were keen to do cash reconciliation, but they were in trouble in 
doing asset reconciliation. (SA-8) 

Government financial statements are consolidated reports, so a reconciliation process is always 

carried out to ensure the accuracy of the figures presented. The reconciliation applies particularly 

                                                 
33 For example, the Directorate General of Public Assets, an echelon 1 organisation, has 17 regional offices (echelon 2) and 
71 operational offices (echelon 3) nationwide. Each office is a working unit with its own budget and hence accounts for the use 
of its asset and budget. The DG Public Assets is considered a large-scale organisation within the Ministry of Finance. The largest 
one within the ministry is the DG of Taxes. 
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to cash and capital assets. The former deputy director said that, when it came to capital asset 

reconciliation, people often had trouble finding the correct numbers and it added to the 

complexity of capital asset recording. 

Some studies in the accounting literature raised issues around the development of the first balance 

sheet, particularly in dealing with capital assets. Christiaens (2004), for instance, summarises the 

number of approaches that have been undertaken in coping with the drawing up of the first 

balance sheet. The first alternative is to use estimation, either by independent experts or self 

confirmed by a second opinion. This method was used by the NZ local authorities and was 

addressed in IFAC PSC Study 11 (2000). Another method was introduced by GASB (in the 

United States). It relies on historical cost or estimation of the historical cost, whereas IFAC 

considers the third approach using the replacement value. Apart from these three different 

options, it is possible to use symbolic value and non-recognition for capital assets in the first 

balance sheet. The symbolic value is used by assigning a one-dollar value to those assets to 

recognize and incorporate them into the balance sheet. This method was discussed in IFAC PSC 

Study 5 (1995) and applied in France and New South Wales (Australia). Australian local 

administrations according to Australian Accounting Standards Board (1996) were also allowed 

to take a non-recognition approach, where such assets were not included in the balance sheet yet 

disclosed in the notes. 

As for the Indonesian case, the accounting standards basically stipulate that assets should be 

measured with the acquisition cost (historical cost) method. However, for the establishment of 

the first balance sheet, a measurement using the fair value method should be applied instead. In 

the Technical Bulletin Number 0134, the standards committee states that the acquisition cost of 

assets acquired after 31 December 2004 was considered close to its fair value, so the value was 

preferred. Meanwhile, the appropriate value for capital assets that did not fall into this category 

should be determined using appraisal (asset valuation) or estimation. Particularly for the 

measurement of land and buildings, it recommended the use of sales value of taxable object 

issued by the Tax Office. Amid the unlikelihood of obtaining the source document of most assets, 

these approaches were considered supportive since supporting documents were only required for 

capital assets less than a year old. 

                                                 
34 The Technical Bulletin No. 1 is guidance issued by KSAP for the preparation of the first balance sheet for the national 
government. It provides practical, step-by-step advice on what should be included in the balance sheet, at what value and how 
the transaction should be reocrded with a journal entry. Similar guidance was also published for local governments (Technical 
Bulletin Number 2). 
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Progress on establishment of the first balance sheet establishment was slow because the project 

was not supported by an adequate system. A former government accountant who took part in 

pioneering the project illustrated how the task was practically done in a very traditional way. 

… so we began drawing up the balance sheet manually, where the director made a phone 
call to the related offices to obtain the number. For example, to know the cash balance, 
he asked the cash management office about the balance as of 31 December. No 
supporting system, just asked the balance of a particular account at a certain time. (TR-
4)  

However, most of the accounts were presented through a consolidation process where each 

government agency contributed their own number. In other words, the agencies set up their own 

balance sheet prior to consolidation to create the national balance sheet. During the process, many 

line ministries and non-ministerial agencies complained they were simply unable to do it. A 

former senior accountant in the Ministry of Finance recalled: 

People resisted as they kept arguing for not able to make up the balance sheet. (MF-2) 

This situation is not surprising because those in the government agencies that were supposed to 

support the development of the report did not have an accounting background: 

… accounting was a new thing here, while many of them had academic backgrounds 
other than accounting. However, we had to create the financial statements …  As it had 
been mandated by the law, there’s no choice, like or not, we had to produce the report … 
(TR-4, a former deputy director at the accounting office) 

Resistance may have occurred because there were people who had taken advantage previously, 

in the absence of a proper asset management system, for their own profit. Should the balance 

sheet exist, their chance to continue committing the wrongdoing would be reduced. To compound 

the complexity, the existing asset records that had been maintained from the past were not 

reliable. It forced the government to start from the very beginning to count every single material 

item of public asset. Furthermore, the standards committee’s guidance in terms of capital assets 

measurement could hardly be applied. The former senior accountant stated: 

They were reluctant to set up the balance sheet because they didn’t know the cost of the 
assets. (MF-2) 

Nevertheless, there must be some value attached to the assets. Otherwise they could not be 

included in the balance sheet. To cope with such a situation, the government followed an 

approach using symbolic value IDR 1 (one rupiah) for all assets with unknown cost, similar to 

previous practice in Canada, France and New South Wales (Australia). By so doing, the 
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government prioritised the recognition of assets while temporarily sidelining the asset 

measurement requirement. The senior accountant remarked: 

The most important thing was that asset could be recorded and the balance sheet could 
be presented. (MF-2) 

This decision enabled government entities to complete preparation of their balance sheets. As a 

result, the government managed to collect the necessary information. The presence of the first 

balance sheet also provided a legitimate starting point for the emergence of better governance 

around public asset management. 

In the end, the government managed to present for the first time in 2005 the national financial 

statements to fulfill the mandate to account for government operations.35 Within the statements, 

the balance sheet showed publicly the value of government-owned assets and liabilities. For the 

first time, people could see this information. It was shocking because it demonstrated how the 

government liabilities outnumbered the assets, leaving equity in the negative position. The net 

assets deficit occurred because the balance sheet was produced without proper value attached to 

the assets—given that many were recorded with symbolic value, just to show their existence. See 

Table 8. 1 for the first national government balance sheet. 

Table 8. 1 Indonesian national government balance sheet, 31 December 2005 

Entry Balance (in million rupiahs) 
Current assets 
Long-term investments 
Capital assets 
Reserve fund 
Other assets 
   Total assets 

128.551.437 
650.486.455 
314.167.367 

1.730.000 
78.199.723 

1.173.134.982 
Current liabilities 
Long-term liabilities 
   Total liabilities 

138.027.348 
1.204.023.356 
1.342.050.704 

   Net equity (168.915.721) 
a First balance sheet. 
Source: Audited Indonesian Government financial statements 2005 
 

Without proper values in the balance sheet, the government fell short of convincing the auditor 

that the presentation of the report was supported by an adequate accounting system. It is worth 

noting that the decision to incorporate the symbolic value of the assets with unknown costs was 

not stipulated in any guidance issued by the accounting standards. It could be argued that it 

reflects unpreparedness by the parties involved during the change implementation. The failure to 

                                                 
35 Prior to this report, the government had presented the ‘trial’ 2004 national government financial statements despite the absence 
of accounting standards at the time of preparation. 
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assign appropriate value to the assets was one of the reasons behind the Audit Board’s decision 

not to grant an audit opinion. In other words, it granted ‘a disclaimer opinion’, suggesting that 

the reports were not auditable. According to the audit report for the 2005 national financial 

statements, the disclaimer opinion was issued due to the weakness of the internal control and 

non-compliance with regulation, where the capital asset accounting system also contributed. In 

relation to the internal control weakness, the Audit Board found that asset recording and reporting 

did not follow the agreed accounting system. Moreover, the practice in asset accounting in 

particular was not conducted in accordance with the regulation in asset management. 

A similar audit result occurred for the subsequent financial statements in 2006, 2007 and 2008.36 

Due to the limitation on audit scope, internal control weakness and non-compliance with 

regulation, the Audit Board refused to express an opinion on the national government financial 

statements. Likewise, problems in asset accounting contributed to the audit result. This situation 

led to the massive efforts to fix the problem, including the decision to carry out asset registration 

and valuation—which will be discussed in greater detail in the following section. 

8.3. Asset Registration and Valuation 
The establishment of the first balance sheet in 2005 proved a good starting point, but it did not 

immediately bring accountability to the forefront. The report was prepared without full 

compliance with the accounting standards and as a consequence failed to present the appropriate 

value of the assets and received an unsatisfying opinion from the Audit Board. 

To address the problem and follow the guidance, the government launched a large project of asset 

registration and valuation that included a mass program of land certification between 2007 and 

2010. Given the huge scale of the project, a special task force was set up and consisted of a 

number of high-profile people who were appointed directly by the President. They included the 

Minister of Finance as the chairman, the Minister of State Secretariat as the deputy chairman, the 

Minister of Justice and Human Rights, the Attorney General, the Minister of State Owned 

Enterprises, the Cabinet Secretary, the Head of Government Internal Auditor (BPKP) and the 

Chief of National Land Agency. The Director General of Public Assets under the Ministry of 

Finance was appointed secretary of the task force. The engagement of these high-ranking 

officials exhibits strong commitment and collaboration of all government organisations for the 

                                                 
36 The unqualified opinion on the national government financial statements for the first time was finally awarded for the 2016 
reports, partly implying that this asset-related accounting homework had been achieved. 
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nationally broad scale of the program. The task force was responsible for coordinating the project 

implementation as well as monitoring progress (DJKN, 2007). 

Stocktaking as the main part of asset registration was to be carried out by each ministry and non-

ministerial agency under the assistance and supervision of the Directorate General of Public 

Assets. The joint team assigned had to conduct a physical examination on site to collect the actual 

number of assets. For example, it had to check how many vehicles and pieces of equipment 

belonged to a particular government organisation. They also had to obtain information about size 

in square metres of land and building as well as asset condition. However, similar to the problems 

experienced in drawing up the first balance sheet, the Directorate General of Public Assets had 

to deal with limited support from some government agencies, due particularly to their low 

capacity. 

Asset valuation was conducted by the appraisers of the Directorate General of Public Assets due 

to the requirement for particular expertise to accomplish the job. It shows the central role of the 

newly established directorate general in this national assignment. The asset valuation was 

conducted in accordance with the Government Accounting Standards, which required the use of 

fair value for asset measurement in certain cases. Unlike the case with the first balance sheet, the 

Technical Bulletin Number 1 was no longer valid guidance. Nonetheless, the fair value method 

was required since it was not possible to apply the historical cost method due to a lack of source 

documents, and it was the role of the asset appraisers to determine the value. 

The issue of fair value in the public sector has attracted scholars investigating its employment in 

several countries. For instance, Kaarboe and Robbestad (2016) depict how the preference for 

replacement cost as a proxy for the acquisition cost method was preceded by a tension between 

the auditing company and the central government following the adoption of accrual accounting 

in the Norwegian healthcare sector. Method selection was crucial since it would determine the 

cost of capital. Despite resulting in a higher cost of capital, which increased the budget deficit, 

the replacement cost as a proxy for acquisition cost promoted by the Big Four prevailed over the 

budget adapted depreciation method proposed by the central government. 

The asset registration and valuation program had been incorporated in the strategic asset 

management road map and was first introduced in 2006, the same year the Directorate General 

of Public Assets was established (see Chapter 9 for elaboration on the road map). The road map 

was set up to guide the organisation to reach its vision of strategic asset management practice. It 

defined the first organisational priorities as legal framework preparation, human resource 
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management, financial support and organisational structure development. Asset registration was 

the next urgent priority, and it would characterise the organisation’s focus until 2009. 

Asset registration and valuation was the first big challenge for the newly established Directorate 

General of Public Assets. Meanwhile, its staff were eager to take part in this huge-scale project. 

Most directorate general resources were dedicated to asset registration and valuation amidst the 

necessity of remaining committed to their other portfolios in public claims management and 

auction. Some employees originally assigned to other portfolios were seconded to engage in the 

project. All units at different levels took part and cooperated with their corresponding 

government organisations in their respective geographical areas. In this regard, the directorate 

general regional offices served government regional offices in their respective provinces, 

whereas the operational offices assisted other echelon 3 offices in the same city. Similar duties 

were carried out by the headquarters, where the central office conducted joint asset registration 

and valuation with the central offices of ministries and non-ministerial agencies in the capital. 

The headquarters’ tasks also came across the border as they included asset registration and 

valuation for working units under the Ministry of Foreign Affairs, namely the Indonesian 

embassies and consulate generals around the world. To illustrate the challenge facing the 

organisation, a story was published in the DJKN internal magazine about a team in the Manado 

City operational office (North Sulawesi) assigned to conduct asset registration and valuation at a 

Customs office on Marore Island—one of the outer islands in northern Indonesia. Due to the 

combination of long distance, lack of public transportation and bad weather, they had to spend 

hours on the sea in a deteriorated small ship when traveling to the island. It took nearly two weeks 

for the team for the assignment completion which could normally be accomplished in just few 

days (Putra, 2010). 

The project began in August 2007 and lasted for four years. The time span shows that the 

directorate general applied much greater effort than expected to do the job. Initially, the project 

was expected to be finalised in two years—so by 2009 according to the road map. However, it 

was only partially completed by 2010 due partly to the extensive scale of the project. Asset 

registration and valuation applied not only for land and buildings but for all public assets, 

including inventory and capital assets. In the past, only capital assets received attention in public 

asset management, illustrated by the accounting information system that was once designed for 

such assets only. In 2003–2004, according to a government accountant who was involved in the 

development of a public asset accounting system since the early 2000s, the first computerised 

accounting application system developed was called SAAT (capital asset accounting system). 
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The system was renamed SABMN (public asset accounting system) when the government 

realised that the term ‘public asset’ should refer not only to capital assets but also to inventory. 

Due to the accounting requirement to incorporate all material assets into the balance sheet, a 

correct recording system should also be maintained for non-capital assets. In 2007 the system 

was rebranded SIMAK BMN (public asset management and accounting information system), 

and it was intended that the output of the system would support management purposes in addition 

to the financial reporting (for external users). Therefore, the current system was built to allow the 

provision of more detailed information for management purposes. 

The execution of the asset registration and valuation project was arduous. A former section head 

recalled her experience in managing ex-IBRA and dissolved banks–public assets, which were 

included in the national balance sheet. She described how most efforts had been dedicated to 

solving financial statement-related problems: 

70-80% (of our efforts) had been spent to deal with the financial statements, and the 
remaining went to the assets management. (SA-13) 

A similar view is also expressed by another section head. He commented in relation to another 

program with McKinsey Global Institute: 

We tried not to draw McKinsey’s attention to that issue since we remained traumatised 
with the previous asset registration and valuation. It was an exhausting process and took 
3 years in a row to solve. (SA-6) 

McKinsey is a reputable multinational consulting firm that was hired by the Ministry of Finance 

back in 2012–2013 to assist it with the Institutional Transformation Project. The Institutional 

Transformation Project was intended to address organisational change, business model, human 

resources and business processes, and transform them for a better future (Dwinanto, 2014). It 

was a continuation and deepening of the bureaucracic reform that had been conducted previously. 

To carry out the transformation, McKinsey assisted each directorate general or echelon 1 unit 

under the ministry to develop their strategic initiatives. As for the Directorate General of Public 

Assets, the project resulted in nine strategic initiatives: 

1. Asset registration and valuation-related policy making 

2. Digitalisation of asset management and portfolio management 

3. Enforcement of regulation, guidance and process to ensure that ministries and non-

ministerial agencies fully utilise the public assets 

4. Optimisation of particular assets under the management of the Ministry of Finance 
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5. Maximisation of asset utilisation and return on asset 

6. Annual asset portfolio review 

7. Clarification of strategy and enhancing special mission performance 

8. Implementation of governance, reporting and legal structure for the special mission 

9. Appropriate processes for managing special mission instruments. 

The consulting firm was certain that the first initiative should attempt to comprehensively put all 

assets under management on the table. It implied urgency for an asset registration. As a similar 

project was finished recently, the directorate general opposed it and proposed to conduct 

stocktaking, but for natural resources. A section head remarked: 

They (McKinsey) said that we needed to know well assets under our management, so the 
first thing to do should be the registration of public assets. However, we opposed the idea 
since we had just completed it. Therefore, we put natural resources as the object of 
registration/stocktaking. (SA-6) 

The fact that the first initiative referred to natural resources, whereas the following initiatives 

targeted public assets indicates a gap among the strategic initiatives: 

There is a consistency in the strategic initiatives where natural resources is put in the 
first initiative, but this issue doesn’t appear in the remaining initiatives. (SA-6) 

A senior official in the Directorate General of Public Assets acknowledges that including natural 

resources was problematic since it is not the job of the Ministry of Finance to do so. He later 

described how the organisation responded to the development: 

We were thinking that the inventory-taking and valuation of natural resources was an 
interesting issue. However, later on we realised that it was not our duty and function, so 
we had to revise it. It was not easy. We understood that the regulation mandated the 
National Statistics Agency to carry out the job, so we tried to connect this issue with fiscal 
policy. (SA-8) 

The inconsistency that appeared in the strategic initiatives illustrates how staff at the Directorate 

General of Public Assets avoided registering public assets in the initiatives not only because a 

similar project had recently been done but also because they still felt deeply distressed about that 

assignment. 

This study approaches the accrual accounting policy in relation to public asset management as a 

socially constructed phenomenon, so the interaction between actors receives greater attention. 

Amid the asset registration and valuation program, a conflict had emerged between accountants 

and non-accountants. In this circumstance, government accountants attempted to frame public 
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financial activities according to the accounting standards, whereas staff at the Directorate General 

of Public Assets thought that the accounting imposition was slowing them down in modernising 

public asset management practice. The tension was depicted by a former deputy director 

illustrating the unfamiliarity of people in charge of asset management with the accounting 

concept: 

There was a person, you know, who only cared about asset management. He did not care 
at all about accounting. (SA-7)  

SA-7 referred to a person with a relatively high position in asset management who did not have 

an interest in accounting and thus increased the gap. Due to the expectation that they meet the 

accounting standard requirements, the former deputy director believed that the high position in 

asset management should be filled by an accountant rather than one with an asset management 

background: 

There was always a gap [implementation problem], so I challenged the boss if the job 
was not occupied by an accountant, the problem wouldn’t go away. (SA-7) 

The conflict also emerged when people in charge of asset management had to deal with legal 

structure. This structure was a major issue during the time when the organisation was called 

DJPLN and dealt with the non-performing loans of state-owned banks. There were some 

differences between accounting treatment and the legal requirements that equally sparked 

tension. For example, the legal structure required to include damaged assets in the balance sheet 

because legally they belonged to the government. However, as they were broken and did not have 

economic value, the accounting view was that it must not be incorporated into the report. A 

former section head with a background in accounting illustrated this: 

They who were in charge of asset management worried about the legal consequence … 
for example, in relation to the damaged assets or missing assets … the assets had had no 
more economic benefit, so from the accounting viewpoint, no need to include them in the 
report … but, the people said, based on the legal document, the criteria to take them out 
were not yet met … So, accounting said in essence we had no more economic benefit, but, 
on the other hand, the legal approach said they should not be excluded from the report. 
(SA-10) 

To bridge the differences, it was decided that damaged and missing assets would be reported 

separately. They would be recorded not on the balance sheet but rather on a special list attached 

to the notes of the financial statements: 

As a consequence, damaged assets and missing assets would be put in that list as long as 
the proposal to dispose of those assets has not been approved by the Directorate General 
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of Public Assets … So, they are excluded from the balance sheet since they have no 
economic benefit, but they should not be taken from the list out. (SA-10) 

Correspondingly, the process to dispose of the damaged and missing assets according to the asset 

management requirement would run as usual. Any government agencies seeking to dispose of 

such assets would need to obtain approval from the Directorate General of Public Assets. The 

asset would then be appraised to determine the disposal value (for the damaged asset) prior to 

the sale or transfer out (Arimbawa, Chandra, Ikhsan, & Hendra, 2013). 

Nonetheless, the asset registration and valuation project had improved the quality of government 

financial reports. This was shown by a growing number of ministerial financial reports receiving 

an unqualified opinion from the Audit Board. The consolidated balance sheet also showed a 

considerable increase in asset value. In addition, the Directorate General of Public Assets 

managed to collect useful information concerning the condition of assets, such as whether they 

were properly utilised or if they had a dispute with a third party. Hence, the project not only 

improved the asset database but supported strengthening the legal status of public assets amidst 

several legal ownership disputes. Poorly administered public assets in the past had left loopholes, 

which some took advantage of. It left the state open to losing its assets. A senior accountant 

reflects this in relation to the asset registration project. 

It was a reform for asset management … I have no idea how much of our wealth that has 
been stolen … particularly public land. Probably nearly 50%. With the inventory-taking, 
we managed to secure the remaining assets and put them into the balance sheet. It was 
too late actually, we should have done it years before. (SC-1) 

Asset registration and valuation contributed to providing a strong stepping stone for moving 

forward towards more strategic asset management practice. A deputy director said: 

Inventory-taking and asset revaluation were important milestones which provided a fair 
value to improve the management and accounting. (SA-12) 

It was the fair value method used for asset valuation, and it boosted the value of public assets 

dramatically. Accordingly, the project shaped the significance of the Directorate General of 

Public Assets in managing the huge-value asset portfolio. 

The completion of asset registration and valuation was not the end of the effort required to deal 

with the implications of accrual accounting on asset management. Under accrual basis, the 

acquisition cost of assets would be capitalised instead of expensed immediately like in cash basis. 

Subsequently, the value should be periodically allocated over the time of asset usage through 
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depreciation. The next section will describe this practice in public sector asset management in 

Indonesia. 

8.4. Depreciation and Amortisation 
Depreciation and amortisation are consequences of accrual accounting implementation. An 

expense is recognised not when cash is disbursed but rather when the cost is incurred, so it is 

necessary to capitalise long-term assets. However, depreciation is seen as a traditional way to 

deal with asset consumption over time. For example, IFAC PSC (1995) introduced two other 

methods: renewal accounting and deferred maintenance. These are considered more appropriate 

in the government context, particularly for infrastructure assets. 

Nevertheless, public capital asset depreciation is one accounting technique that raises concern 

due to the different natures of capital assets in public and private sectors. It leads to different 

application of public capital asset depreciation in different countries (Carlin, 2005; Pina & 

Torres, 2003). In the private context, depreciation is a way to allocate the acquisition cost of 

long-term assets, and it is justified by the profit orientation of a commercial entity. This logic 

renders a simiIar application in the public sector context questionable. It is also the case for 

amortisation for intangible assets. 

Public asset management practice recognises three types of depreciation: physical, functional and 

economic depreciation (Hanis, 2011). Physical depreciation normally occurs due to the usage 

that deteriorates asset structure and/or material. It might be worsened in the absence of 

appropriate maintenance. Functional depreciation could take place when assets could no longer 

serve, despite remaining in good physical condition. Ineffective management and improper 

planning are the main causes of functional depreciation. Economic depreciation relates to the 

declining quality of assets because of wider external aspects, such as social change or economic 

crisis. 

Indonesian accounting standards once contained different meanings for public and private sector 

asset depreciation. In the first Government Accounting Standards (2005), instead of using asset 

depreciation for cost allocation, it implicitly defined depreciation as simply an adjustment for the 

declining value of capital asset over periods of asset usage. However, in the second standards, 

which apply to full accrual basis (2010), the definition states: ‘Depreciation is a systematic 

allocation of depreciable assets over their useful life’. 
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Based on full accrual, the amount of periodic depreciation (that is, depreciation expense) is 

treated this way: it is accumulated into a credit-side account functioning as the contra account 

against the corresponding capital asset. The capital asset is therefore presented in the balance 

sheet on its book value, which is the cost less the accumulated depreciation. To balance, the same 

amount goes to the debit side of the operations statement, expressing the use of the entity’s 

resources against the revenue in order to determine the surplus/deficit. It bears a resemblance to 

commercial accounting practice—where the amount is expensed against the revenue in 

compliance with the principle of matching cost against revenue. By contrast, in the transition 

period of cash towards accrual—where accrual basis was only applied for assets, liabilities and 

equity—the depreciation only served to adjust the asset value presented in the balance sheet. To 

balance, on the debit side, the amount of depreciation went immediately to reduce the net equity, 

hence rendering the contrast between revenue and expense unavailable. 

Although asset capitalisation had been practised from the beginning of accrual accounting 

implementation, the application of asset depreciation could not be undertaken right away. It could 

not be carried out immediately because it required the fair value presentation of capital assets in 

the balance sheet, which hinged on the completion of asset valuation. The government could only 

partially complete the asset valuation in 2010, so the implementation of depreciation prior to that 

time is not justifiable. 

Correspondingly, the Audit Board did not require it early since they were aware that the fair 

value of the assets was unavailable. The first time the Audit Board addressed the issue of asset 

depreciation was in 2011, when it recommended that the government set up an action plan for 

implementation (Audit Board, 2011). A year later, the Audit Board re-emphasised the urgency 

of asset depreciation in its audit report delivered to the government (Audit Board, 2012). In 

response, the government outlined an action plan where the asset depreciation would be 

implemented in the national government for the first time in 2013. Prior to the designated time, 

the government would in 2012 develop an application system, disseminate related regulation and 

standard operating procedures to all government agencies, and conduct piloting projects for asset 

depreciation (Puspitarini, 2013). 

Asset depreciation might be a simple treatment in the accounting system. With the assistance of 

information technology, it might be simple to achieve because everything could be carried out 

through a computerised system. Nonetheless, making ordinary people with no accounting 

background understand the core idea behind depreciation and amortisation remains challenging. 
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It is a common problem facing accrual accounting adopter countries when institutional capacity 

is low (Falkman & Tagesson, 2008; Harun, 2012). The difficulty in disseminating the concept of 

depreciation over all government agencies was observed by a senior accountant in the Directorate 

General of Public Assets: 

To make them understand depreciation concept must be a very challenging job. (SA-10) 

As part of the daily accounting practice, this concept had to be understood by all line ministries. 

The dissemination was intended to educate all staff in charge with not only technical application 

but also the philosophy of asset depreciation. For technical use, the accountants attempted to 

make this job practicable: 

Not all of them [who work in the accounting division] had an accounting background. 
Also, doing this job was not preferred. Therefore, we had to find how to make this job 
easier. (TR-2) 

I think we were not ready in terms of human resources at that time. (SA-9) 

Puspitarini (2013) also recognised unpreparedness of line ministries. Her study reveals that the 

capacity of the Indonesian line ministries should be enhanced in terms of conceptual 

understanding as well as practical application. 

Consequently, simplification is a way to ease the implementation of accrual accounting in 

Indonesia. It could be seen from the perspective of asset capitalisation policy, where the 

government regulates the asset capitalisation threshold so that it is uniform for every government 

agency. It is different, for instance, from the Australian Government practice, where the threshold 

is determined by each department (GPF, 2010). Suryadi (2013) in his report of a study visit to 

the Australian Government Department of Finance and Deregulation also explains that 

accounting and reporting practice in the Australian Government is decentralised. Agencies are 

given authority to develop their own policy in asset planning, asset capitalisation threshold, 

stocktaking and asset revaluation. Due to the low capacity of Indonesian Government agencies 

in this regard, similar decentralisation has never been an option in Indonesia. 

However, this simplification might bring about an unintended outcome on the reliability of 

accounting information derived from asset depreciation. A government accountant expressed this 

feeling by pointing out the way the government estimates the useful life of public capital assets, 

which he considerd arbitrary: 

The way we determine the useful life of a particular asset was not a research-based 
decision. (TR-2) 
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The accountant’s concern appears with respect to the simplification in dealing with the complex 

classification of capital assets. He points out that the simplification hindered the application of a 

more accurately detailed depreciation system. As a consequence, depreciation and amortisation 

application were carried out, possibly with little knowledge that the information resulting from 

these techniques would be useful for decision-making: 

With accrual accounting, we want to utilise information from depreciation expense in 
relation to asset maintenance, but we have yet to do so. (SA-12) 

We can use the information for cost–benefit analysis where we take into account how 
much the benefit and the cost, including depreciation. (SA-10) 

Staff of the Directorate General of Public Assets understood the potential to utilise accrual 

information from asset depreciation for various management purposes. However, they realised 

there should be a lot of work for the potential to materialise. 

Currently regulation shows that the accounting information from asset depreciation has yet to be 

utilised. The Ministry of Finance has issued several regulations to guide the implementation of 

capital asset depreciation—for example through The Finance Minister Regulation Number 

65/201737, which is the main legal reference. The regulation states that the purposes of capital 

asset depreciation are: 

a. Presenting capital assets value as fair as their economic benefit  
b. Predicting the remaining useful life of the assets 
c. Providing a more systematic and logical approach for budgeting of maintenance and 

capital expenditures (MoF, 2017). 

Despite the acknowledgement of the potential use of depreciation information in budgeting, it 

does not elaborate on how to do it is. In fact, the regulation merely addresses technical steps to 

implement capital asset depreciation. 

8.5. Asset Revaluation 
An important event taking place subsequent to the implementation of full accrual accounting in 

2015 was asset revaluation, though it had nothing to do with full accrual. Its purpose was to 

update the assets value presented in the balance sheet. 

According to the accounting standards, Indonesia follows historical cost basis. It means that total 

capital asset is measured based on the amount of money spent in the time of asset acquisition. 

Asset revaluation is basically prohibited. Nevertheless, the standards allow the revaluation as 

                                                 
37 This regulation amended the previous regulation issued in 2013 (the Finance Minister Regulation Number 1/2013). 
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long as it is conducted nationwide. It is in contrast with IPSAS 7, which suggests that revaluation 

be carried out regularly every two to three years. The preference illustrates a favouring of a 

reliable method while simultaneously giving the flexibility for value adjustment if deemed 

necessary. 

For years, the national financial statements stuck to the asset value resulting from the 2007–2010 

asset revaluation. However, public debts are measured using market value, so the value of 

liabilities appearing on the credit side of the balance sheet increased and consequently eroded the 

value of net equity. Therefore, some financial ratios such as asset debt ratio would show a 

declining trend. It might not be a serious problem, yet the government considered the picture 

annoying. Hence, the government decided to conduct asset revaluation in 2017–2018, led by the 

Directorate General of Public Assets. 

The asset revaluation project was also expected to improve the public assets database. A head of 

the Directorate General of Public Assets regional office acknowledged that the database should 

be improved: 

Our database is not good, this revaluation project should revamp it and it is one of the 
project purposes. (SA-15) 

One might recall the previous asset valuation project of 2007–2010, which was also supposed to 

create a strong asset database towards strategic asset management. As has been described, the 

reform of Indonesian public assets management, characterised partly by the establishment of the 

Directorate General of Public Assets, aimed to modernise asset management practice and signify 

its role. Nonetheless, it had first to deal with the insufficient asset database and improper asset 

value. Asset registration and valuation conducted during that time was intended to address the 

problem but somehow slowed down the pace of immediate asset management modernisation. 

However, several years later the same problem of the less reliable database remained hindrance 

to better asset management. A senior official at the Ministry of Finance suggested: 

Asset revaluation project is a test case whether we deserve to transform to be an 
[institutional] assets manager or remain become merely asset administrator. (MF-5) 

He points out the significance of the asset revaluation project by connecting it to the desire to 

strengthen the organisation’s role as an institutional modern asset manager. 

In contrast to the first asset revaluation project, back in 2007–2010, the recent revaluation only 

applied to land and buildings. It seems that cost–benefit consideration was behind the decision. 

This consideration implies that concentrating only on land and buildings was adequate to boost 
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the value of the assets, whereas including capital assets other than land and buildings would only 

inflate the cost without significantly contributing to increasing value. The assets revaluated 

account for 79.9 per cent of total public capital assets (BMN, 2017). Another difference rested 

on the valuation methodology, where valuation of assets other than land was conducted through 

desktop valuation. This was valuation done without visiting the site (BMN, 2017). In sum, the 

revaluation covered 934,409 items of public assets, mainly in the form of buildings (Widayat, 

2017). 

While the support from the ministerial and non-ministerial agencies was crucial in this project, 

the Directorate General of Public Assets had limited assistance from some agencies. This 

situation was a repetition of a similar issue that occurred during the asset registration and 

valuation of a few years before. A ministerial senior official illustrated how some officers did 

not do their job appropriately in supporting the directorate general undertaking the project: 

We had the blank working papers back to us remain unfilled. They didn’t answer how the 
current state of the asset, who used it, whether it’s idle or not, and so on. (MF-5) 

As a consequence, staff at the Directorate General of Public Assets were forced to take over the 

responsibility. A head of a regional office described the measures undertaken by some of the 

operational offices in his region in response to the limited support from their counterpart: 

… they (in the operational office) helped such agencies even in taking the picture (of 
assets), inputting the data, writing the report … (SA-15) 

The Director of Valuation at the Directorate General of Public Assets also reportedly highlighted 

the issue, saying that there were some agencies that remained unaware of the urgency of the asset 

revaluation (Aziz, 2018). In addition, geographical challenges continued to exist, particularly in 

the eastern part of the country due to lack of infrastructure. 

Nonetheless, asset value is always interesting for most people in asset management. A senior 

female official in asset management stated: 

The issue is how you present the real value. If you don’t know how big your resources 
are, you won’t be able to manage them. (SA-7) 

She emphasises the importance of real value being prerequisite to effective asset management. 

One point is clear: asset revaluation provides an adjustment tool to increase the significance of 

asset value. It will be elaborated on in Chapter 9. 
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The asset revaluation was carried out throughout 13.787 working units in 82 ministries and non-

ministerial agencies, with the largest agency fell to the Ministry of Public Works and Housing as 

it managed most infrastructure assets. The project resulted in another significant increase in 

public assets value by 272,93% (IDR 4.178 trillion) (DJKN, 2018c)38.  

8.6. Chart of Accounts 
The preceding sections discussed the implementation of accrual accounting in public sector asset 

management, which centred on the presentation of asset value in the balance sheet. Other 

accounting techniques should be implemented following the adoption of accrual accounting—

for example, the determination of cost of capital—but these are yet to materialise. Nonetheless, 

the adoption had implications for the management of public sector assets, including the 

development of the chart of accounts. 

The implementation of accrual accounting should be positive for public asset management. 

However, it gave additional work to the Directorate General of Public Assets in asset registration 

and valuation, which decelerated its path to strategic asset management. The accounting system 

that was developed to enable accrual accounting implementation also unexpectedly escalated 

conflict between the directorate general staff and government accountants. The contesting ideas 

in the development of the chart of accounts illustrates this tension. 

A chart of accounts is a structured list that classifies financial and non-financial accounts in an 

accounting system that is used to record transactions and eventually present the financial 

statement. Government agencies were required to produce financial statements, particularly the 

balance sheet, so a chart of accounts became important in the accounting system. 

As regulated in the Government Regulation (GR) No. 6/2006 on Public Assets Management, the 

government must carry out asset administration, which encompassed recording, registration and 

reporting. The activities should produce a public asset report, which would be an input for 

balance sheet preparation. In this process, the Directorate General of Public Assets set up a chart 

of accounts that was endorsed by the Finance Minister Regulation Number 97/2007 and Number 

120/2007. This was a redevelopment of an asset classification dating back to 1999. Consistent 

with the scope of the organisation’s responsibility, the chart of accounts was built exclusively for 

assets (liability and equity items were not included). 

                                                 
38 Recent progress of the asset revaluation project should be added here. The Audit Board did not accept the presentation of the 
project result in the National Government Financial Report. As a consequence, the government attempted to fix it and conducted 
asset re-revaluation. This was recognised by the Audit Board by allowing the new value presentation in 2019 financial report. 
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On the other side in the broader system, the Directorate General of Treasury also established a 

chart of accounts as a key part of the national government accounting system. The directorate 

general is under the Ministry of Finance and it is where most government accountants operating 

the government accounting system are employed. Their version of a chart of accounts was also 

published in a regulation issued by the Finance Minister (Regulation Number 91/2007) and 

designated as further guidance on the GR 24/2005 on Government Accounting Standards. It is 

definitely broader because it encompasses not only real accounts (balance sheet accounts) but 

also nominal accounts (revenue and expenditure accounts). 

A problem emerged due to a contradiction in these charts of accounts. It was a rivalry between 

two major frameworks represented by different interests and perspectives: the asset management 

framework based on Government Regulation (GR) No. 6/2006 on Public Assets Management 

and the accounting framework that followed the GR No. 24/2005 on Government Accounting 

Standards. While the accounting standards suggested that assets should be classified according 

to the pattern built for the purpose of balance sheet preparation, the practice in asset management 

did not follow the scheme in spite of the expectation that the report would contribute to the 

balance sheet preparation. It was not immediately consistent with the balance sheet pattern that 

classifies assets as current and capital assets. The chart of accounts practised by the Directorate 

General of Public Assets divided assets into four categories: immovable goods, movable goods, 

animals and plants, and inventory. Therefore, as an example of the contradiction, land would be 

listed on the top according to this chart and be classified as code 1 but this was not the case in 

the accounting version. Similarly, a vehicle—which was a type of equipment—would be 

classified as movable good in the asset management categorisation but in the accounting 

standards chart of accounts it would be a capital asset. Table 8.2 illustrates the difference. 

Table 8.2 Chart of accounts differences (assets only) 

Accounting Asset Management 
Items Code Items Code 
Current assets 
Long-term investment 
Non-current assets 
   Land 
   Equipment and machinery 
   Building 
   Road, irrigation, and network 
   Other capital assets 
   Construction in progress 
    

11 
12 
13 
1311 
1313 
1315 
1317 
1319 
132 

Immovable goods: 
   Land 
   Road and bridge 
   Water tower 
   Installation 
   Network 
   Building 
   Monument 
   Tower 
   Signs, etc 
Movable goods: 
   Heavy equipment 
   Transporter, etc 

1 
1.01 
1.02 
1.03 
1.04 
1.05 
1.06 
1.07 
1.08 
1.09 
2 
2.01 
2.02 
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Animal and plants 
Inventory 

3 
4 

Source: Finance Minister Regulation No. 91/2007, 97/2007 and 120/2007 
 

The difference made the running of the accounting system in asset management problematic. The 

contradiction had not been evident in the past, even though the asset management chart of 

accounts had existed long before the reform. It was because a balance sheet had never been 

created. Every six months the Directorate General of Public Assets produces a report called 

LBMN (public assets report), which is compiled from two main sources—internal for special 

assets handled they handle themselves and line ministries. The report is then forwarded to the 

accounting directorate in the Directorate General of Treasury to support preparation of the 

national government financial reports. However, as the asset administration system adhered to 

the classification based on the asset management chart of accounts, the report it produced could 

not immediately be used as the input for the preparation of the balance sheet. As a consequence, 

at the end of every fiscal year, additional effort was required to reconcile the inconsistency. A 

senior accountant within the accounting directorate stated: 

In order for asset-related transactions such as acquisition and disposal to be presented 
in the balance sheet, we had to adjust from asset management classification to match the 
balance sheet pattern. (TR-3) 

Such an internal conflict could be found in different areas within the ministry. For example, at 

an event the Finance Minister, Sri Mulyani, asked the Directorate General of Taxes and the 

Directorate General of Customs not to be busy with their own jobs but rather to increase their 

cooperation for the sake of the public interest (detik.com, 25/10/2017). From a broader 

perspective, a conflict between two different government agencies is not a new story, as was 

highlighted in Chapter 2. 

The tension in public asset management was also illustrated in the terms used. A former senior 

official in asset management recalled how he did not like the domination of accounting concepts 

in asset management, including the term used for the asset. While government accountants use 

the term ‘asset’, which is common in language, people in asset management prefer to use the 

term ‘goods’ (locally known as Barang Milik Negara or BMN) to refer to the asset in all asset 

management regulations. The former senior official emphasised that point that the term ‘public 

goods’ should be preferred since it is used in the 2004 Public Treasury Law.: 

I was offended when one of the accountants undermined the use of the term ‘public 
goods’, when this is in fact the term used in the law. (SA-14)  



 

175 
 

The choice of the term ‘goods’ confused government officials from other line ministries. A 

former director illustrated this by pointing to the regulation on asset management, which has 

since been replaced: 

Government Regulation No. 6/2006 used the term ‘public goods’, so it’s like people didn’t 
want to refer to it as asset and made confusion. They said, it’s not asset, it’s public goods. 
If you want to talk about asset, don’t do it here. ‘Asset’ belongs to accounting and we had 
nothing to do with accounting. (SA-3) 

A former senior accountant also observed that there were people who were not happy with the 

accounting imposition. She said: 

They don’t like accounting, sorry to say. (TR-4)  

Another comment comes from a former section head at the Directorate General of Public Assets 

regarding her colleagues’ responses to the requirement to follow accounting: 

They disagreed and seemed only half-heartedly follow the accounting approach. (SA-10)  

There was another camp that had a disagreement with the government accountant: the Planning 

Department. Accounting is a downstream activity to account for government operations through 

collection, summary and reporting of financial information. Despite its position, in that it comes 

after the main activity, accounting patterns such as account classification should be consistently 

used from the beginning. It might made people from the Planning Department unhappy with what 

they envisaged as the domination of downstream over the upstream: 

We insisted on using the correct chart of accounts from the beginning (planning stage) 
and this raised concern from people in the Planning Department who didn’t like to be 
driven by downstream people. (TR-4, a government accountant)  

All these conflicts caused a mismatch between asset management and accounting. Because the 

people in asset management did not follow the accounting concept in a straightforward manner, 

resolving the problem required much effort and took longer. A former senior accountant who 

was subsequently in charge of capital asset accounting described this: 

Accounting was supposed to be vital within the asset management cycle in that those 
assets should be properly documented and accountable. It was not the case at that time. 
(SA-3) 

Another accountant remarked: 

It took too long to synchronise what accounting aimed for and what asset management 
wanted. (SA-7) 
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The inconsistency in relation to the chart of accounts ended in 2010, when the finance minister 

recalled Regulation No. 97/2007 and issued the new regulation No. 29/2010 to replace it. The 

new regulation adopted the chart of accounts from the accounting directorate as the main 

reference. Following the removal of the Finance Minister Regulation No. 97/2007, regulation 

No. 120/2007 was amended in 2016. In the new regulation, the Finance Minister Regulation 

No. 181/2016, was the following article (which did not appear in the old regulation): 

Public assets administration that covers recording, inventory-taking, and reporting 
activities of inventory, capital asset, and other assets should be conducted according to 
the Government Accounting Standards. (Article 39, paragraph 1) 

Since then, asset management practice has classified public assets in accordance with the rule 

imposed by the accounting standards and removes the dualism that created unnecessary work. A 

government accountant stated:  

It eased the presentation in the balance sheet and enabled us to do tracing as every 
account correlated. (TR-3) 

The complexity of accrual accounting in the asset management context has been confirmed by a 

number of scholars, such as Christiaens (2004) and Lapsley et al. (2009). In the Indonesian 

context, the implementation phase demonstrates how public asset management had to be adjusted 

to align it with the accounting requirements. The National Public Assets Management Roadmap 

was also adjusted. It represented the determination to shift to strategic asset management and it 

had to be revised several times since the targets were not achieved, particularly those related to 

the accounting requirements. Therefore, the intention to immediately modernise asset 

management practice was postponed. 

8.7. Summary 
This chapter presented the implementation of accrual accounting in the context of public sector 

asset management. The implementation went slowly, commencing with cash towards accrual 

before the full application of accrual accounting. Several important accounting techniques 

featured in the implementation, particularly asset depreciation, amortisation and (re)valuation. A 

number of challenges were also presented. They illustrated how, following the reform, the 

Directorate General of Public Assets struggled to fulfill the accounting standards requirement on 

capital asset accounting. Staff at the Directorate General of Public Assets thought that the effort 

to comply with the accounting requirement cost a lot. For example, they had to prolong the 

duration of asset registration and valuation, which subsequently led them to revise their asset 

management roadmap. They were also forced to abandon the asset classification they had built 
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from their own framework in order to follow the accounting categorisation. A rivalry between 

people with an accounting background and those with an asset management background became 

evident. The latter group were not happy with the accountants’ domination and hence did not 

want to immediately follow their suggestions. It was the implementation of accrual accounting. 

It will be interesting to see how this impacts on public sector asset management practice. This is 

the focus of the next chapter. 
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CHAPTER 9: EMPIRICAL ANALYSIS OF THE INTERNALISATION OF 

ACCRUAL ACCOUNTING 
 

9.1. Overview 
Chapter 7 and Chapter 8 discussed the adoption and implementation of accrual accounting in 

public sector asset management in Indonesia. The adoption phase was not problematic, but 

several issues emerged when the policy began to be implemented. These reflected the endeavours 

of people in charge of asset management to comply with the requirements of accrual accounting. 

The implications of the implementation will be described in this chapter. 

This chapter presents evidence on how accrual accounting continued to be internalised in public 

sector asset management and how it impacted on its practices. The most obvious outcome of 

accrual accounting was the establishment of the national government balance sheet, which 

showed that the government was in possession of assets with a significant value. The meaning 

construction of the significant asset ownership is the first point to be stressed in this chapter. 

Subsequently, the chapter discusses the influence of accounting reform on strengthening the 

framework of strategic asset management and, in particular, the emergence of a revenue centre. 

The revenue centre notion is characterised by several logic changes and the establishment of a 

semi-autonomous agency to provide professional services in public asset management. 

9.2. The Significance of Asset Value 
Public sector asset management practice in Indonesia was outdated prior to the accounting 

reform. The adoption of accrual accounting was expected to lead to reform and help to strengthen 

the public sector’s strategic framework. Although the implementation went through a transition 

stage known as cash towards accrual, the effect on public asset management was immediate since 

the transition only applied to revenue and expense recognition. Thus, the recognition of assets as 

well as liabilities and equity followed the rule of accrual accounting immediately from its 

introduction. 

The initial impact of accrual accounting was channeled through the development of a balance 

sheet. Through the balance sheet, accrual accounting contributes by giving visibility to assets, so 

they would no longer be seen as ‘free good’. The first balance sheet had a negative value of net 

equity. This value did not represent the appropriate worth of public assets and, consequently, had 

to be adjusted through asset valuation. Asset values rose substantially due to the valuation 

project. The most recent figures according to the 2017 National Government Balance Sheet show 
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that the value of capital assets was IDR1,921 trillion (around AUD192 billion), while the amount 

provided to capital expenditure was IDR 206 trillion (around AUD20.6 billion). Capital 

expenditure figures are important because they are regularly added to the value of capital assets. 

Despite the perceived opinion that Indonesia still lacks infrastructure investment spending, these 

figures may show that the Indonesian Government is a capital-intensive organisation that relies 

on the operation of its assets to perform its function. Figure 9. 1 shows the value of public assets. 

Figure 9. 1 Value of public assets 

 

Source: Audited national government financial statements 2005-2017 

The use of accrual accounting gave the government an awareness of the value of assets rather 

than merely a list of assets. The government previously maintained a book that listed all its assets, 

yet because it did not attribute appropriate value attributed to each asset the list lost its meaning. 

When accrual accounting was implemented, these assets had their value attached. As a result, the 

government understood the need for better asset management. It subsequently went beyond even 

that when a new idea emerged: how to utilise the assets to generate revenue. It demonstrates the 

power of accounting in constructing a meaning as well as changing people behaviour (Chua, 

1995; Hines, 1988; Morgan, 1988). Two statements illustrate this: 

It is the fact that accounting reform influenced asset management reform. (SA-3, a former 
director) 

The impact of accrual is remarkable. Because of accrual, we know everything about our 
cash, investments, receivables, capital assets, intangible assets … as a result, we moved 
from mere public finance administration to public finance management. It is the 
contribution of accrual accounting. (MF-1, a senior accountant) 
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A key feature of the reform of public financial management in Indonesia was the shift from 

merely administrative tasks into modern management. A senior accountant (MF-1) emphasised 

this and acknowledged that this also happened in the field of public asset management. An 

essential contribution of accrual accounting is the systematic presentation of public assets along 

with their value. A member of the accounting standards committee supported this notion when 

they stated: 

The accrual basis helps us to know the economic potential; that within the asset there are 
resources and value. (SC-2) 

Meanwhile, an academic and a senior auditor supported the accounting reform benefit: 

Accounting reform is not just about financial reporting. Because of accounting, everyone 
is now aware that every activity should be accounted and therefore there should be 
evidence. It shapes a culture of accountability. (AC-1) 

Accounting reform encouraged better performance of asset management. (AB-1) 

The first statement emphasises the emergence of the broader implication of a culture of 

accountability. The culture should also become evident in the transformation of public asset 

management to a more governed practice. Another advantage of possessing public assets of high 

value is that this enables the government to use the assets to support budget financing. In this, 

public assets serve as underlying assets that are required in the issuance of a government Islamic 

bond. Although these assets do not directly generate income, they have an important role that is 

carried out through their utilisation. 

The budget deficit policy (where public spending exceeds revenue) has led to the government 

borrowing money to fill the budget gap. However, in contrast to past practices, where the loan 

mostly came from bilateral relationships (govenrment to government), the government in recent 

times has preferred to rely on capital market by issuing a bond to raise the fund. As a financial 

instrument, a bond is considered to have some advantages and provide flexibility for the issuer 

to manage debts. In addition to the conventional bond, which is bond with interest, the 

government has recently used Islamic bonds. These comply with the sharia principle for debt 

management. Islamic bond is an important source of funds given that Indonesia is the country 

with the largest Muslim population in the world and that it has a potential foreign fund of Islamic 

oil-producing countries, particularly those in the Middle East. This fact could make the issuance 

of the Islamic bonds by the government absorbed easily. The statistics show that the funds raised 

from this source are increasing. 
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Unlike the conventional bond, the Islamic bond requires the issuer to provide a particular asset 

to be funded by the cash inflows. In this regard, the Directorate General of Public Assets 

contributes to the provision of public assets (land and buildings) to be utilised as the underlying 

assets. As the funds that could be withdrawn from this financing scheme depend on the value of 

the underlying asset, the higher value of public assets implies the opportunity for the government 

to raise greater funds. The use of public assets in this regard will seemingly continue in the long 

term, particularly with the government’s preference to maintain the budget deficit policy and rely 

on debt from sharia bonds. 

This policy prompts the endeavour to keep the value of the assets high, and the interest 

materialises through asset revaluation (see Chapter 7 for more discussion of the program). The 

second asset revaluation, in 2017–2018, was partly driven by a necessity to support the issuance 

of the Islamic bonds. An agreement reached between the Commission XI of the House of 

Representatives (overseeing finance and banking) and the Finance Minister on 23 May 2016 

demanded that the minister revaluate public assets that were used as underlying assets for the 

sharia bond (BMN, 2017). A senior official described this: 

The asset revaluation initiative was also influenced by the Parliament. Since the issuance 
of the Sharia bond required the provision of underlying assets, more and more public 
assets were nominated for that purpose. Hence, they were thinking if we conduct asset 
revaluation, we did not have to provide more assets for the bond. (MF-5) 

The asset revaluation project was expected to increase the value of public assets substantially, 

which in turn could strengthen the significance of public asset management in fiscal policy at the 

national level. This development shows the concept of accrual accounting was internalised in 

maintaining the value significance of public sector asset management. As of August 2018, the 

value of public assets used for the underlying assets prior to the asset revaluation was 

IDR259,9 trillion (around AUD25.9 billion). The asset revaluation boosted the value of the 

underlying assets to IDR728,8 trillion or around AUD 72.8 billion (DJKN, 2018c). 

The next section will elaborate on strategic public asset management. Its emergence was driven 

partly by the accounting reform. 

9.3. Strategic Asset Management 
It has been suggested that a new perspective emerged with the value of public assets due to the 

adoption of accrual accounting through the presentation of a balance sheet. Unlike the traditional 

approach of viewing public assets as a means to support government activities, those in charge 
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of public asset management in Indonesia were thinking of using these such assets more 

strategically. It will be the focus of this section. 

Strategic public asset management is an attempt to signify the role of public sector asset 

management within government operations. The notion emerged for the first time following the 

establishment of the Directorate General of Public Assets, which was expected to be the 

institutional public asset manager. In order to navigate the journey achieving the desired goal, 

the Directorate General of Public Assets created a road map towards strategic asset management. 

It was set up in 2006, not long after the formation of the organisation, and documented with a 

Director General Decree. Table 9.1 shows the components of the road map. 

Table 9.1 First road map of the Directorate General of Public Assets 

Year Road map 
2006 Laws and decrees introduction on public asset management, managing 

resources (human, finance) 
2007 Finalising organisational structure development, inventory-taking 
2008–2009 Continue inventory-taking, internal control mechanism development 
2010 Integrate planning-budgeting of public asset, implementing the highest 

and best use of assets 
Source: Hadiyanto (2009) 
 

The road map designated that the early period would be dedicated to developing a strong 

foundation for strategic asset management. In this stage, the effort would be focused on 

formulating comprehensive regulation and strengthening organisational structure and human and 

financial resources. In accordance with the project of asset registration and valuation which 

commenced in 2007, asset registration and stocktaking were included as the starting milestone. 

The road map was to end with the core of the strategic practice of asset management when asset 

planning and budgeting became integrated and public asset management followed the principle 

of highest and best use. It is interesting to note that accounting was not explicitly incorporated 

in the road map. Equally, only asset registration was listed in the road map. It did not recognise 

asset valuation as the corresponding activity in building a comprehensive asset database. 

Nonetheless, the Directorate General of Public Assets did not meet the schedule outlined in the 

road map (Mardiasmo, 2012) and, consequently, additional time was needed to complete asset 

registration and valuation. The difficulty facing the directorate general as a consequence of 

implementing accrual accounting was described in Chapter 8. 

In 2012, when the time line was not achieved, the road map was modified. It was in principle 

similar to the previous road map but the difference rested on the time schedule. The new road 
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map rearranged the previous one into three phases: assets rearrangement (2007–2009), assets 

utilisation and preparation (2010–2012), and assets optimisation (started in 2013). To build on 

the progress achieved in the previous road map, the first stage was intended to rearrange 

structures and resources that were crucial to enhancing organisational capacity to reach the goal. 

With the objectives of updating the database, improving asset administration and adjusting the 

asset value in the balance sheet, the Directorate General of Public Assets attempted to achieve 

asset registration and valuation between 2007 and 2009. It was to be strengthened with two years 

of further preparation prior to the commencement of the period of asset optimisation. 

Table 9.2 Second road map of the Directorate General of Public Assets 

Year Roadmap 
2007–2009 Rearrangement (to finalise asset registration and valuation) 
2010–2012 Utilisation and preparation 
2013 Asset optimisation 

The road map indicates the intention of the directorate general to apply strategic asset 

management quickly. However, a similar issue occurred again. More time was needed, 

particularly to complete administration-related homework. It included data reconciliation and 

further asset value adjustment due to depreciation and amortisation. Data reconciliation was 

required since both the Directorate General of Public Assets and line ministries maintained their 

own database and were not invariably aligned. Moreover, as discussed in the previous chapter, 

the next challenge to be addressed (following the completion of asset valuation) was to apply 

asset depreciation and amortisation. It is clear that the Directorate General of Public Assets made 

strenuous efforts in this process, given that full accrual basis was only implemented in 2015 and 

the unqualified audit opinion of national government financial reports was only obtained in 2016. 

A head of an operational office confirmed that it was not until 2015 that the organisation 

managed to transform itself into the asset manager: 

Starting from 2015 we are not only an asset administrator, but asset manager as well. 
(SA-1) 

The increased emphasis on ‘management’ rather than on ‘administration of serviced’ is cited as 

a major implication of public sector reform (Pina, Torres, & Yetano, 2009) and reflected in the 

transfromation within the Directorate General of Public Assets. The operational office head 

acknowledged that the directorate general did not move forward into more strategic asset 

management until 2015, despite the road map stipulating that the shift could have been achieved 

much earlier. 
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The most recent road map was launched in 2018. It redefined the past pathway as:  

• first phase, internal capacity building (2006–2010) 

• second phase, governance development (2010–2013) 

• third phase, governance improvement (2013–2018). 

The Directorate General of Public Assets has achieved these three stages and is striving to 

achieve the fourth stage—sustainability and expansion (2018–2019) (DJKN, 2018b). 

Asset Planning for Cost Efficiency 

Furthermore, looking at the intended goals, two issues constitute strategic asset management: 

asset planning and revenue generation. Asset planning, which was absent prior to the reform, 

aims to improve the way assets are acquired. A reliable asset database allows the integration of 

asset planning and asset budgeting. The integration is in turn expected to decrease capital and 

maintenance expenditure. For this purpose, the Directorate General of Public Assets intended to 

be involved in the budgeting process, particularly in the spending plan for asset acquisition. 

Budgeting is a complex process that is influenced politically because the final deal is agreed with 

the House of Representatives. However, it begins with a technocratic discussion between line 

ministries and the Ministry of Finance, where the Directorate General of Budget is in charge. As 

the institutional assets manager, the Directorate General of Public Assets has something to 

contribute to the process. 

One possible use of accrual information that is associated with asset management is capital 

charge. Although it offers a mechanism for better management, capital charge is only 

implemented in a few countries—for example New Zealand and Australia (Dow et al., 2006; 

Conway, 2006). The implementation of capital charge means that government agencies will be 

charged for their use of capital assets such as buildings and vehicles. 

In Indonesia, the concept of capital charge was first introduced in Government Regulation (GR) 

No. 27/2014 on Public Assets Management, which replaced the government regulation issued in 

2006. This concept is one of the new features that did not appear in the old regulation. The 

concept of the capital charge was also raised when the Ministry of Finance, assisted by McKinsey, 

carried out the Institutional Transformation Project. A section head in the Directorate General of 

Public Assets shared the story: 

When we were in a plenary meeting attended by the Director General and McKinsey, we 
tried to ask the removal of the capital charge initiative as it is hard to implement …  but 
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McKinsey added some more information …  because of the input from McKinsey, it was 
decided to remain to put the capital charge on the table… (SA-6) 

To ensure the government understood the concept and best practices of capital charge, McKinsey 

provided materials from the Australia and New Zealand experience of implementation. The 

section head stated: 

McKinsey invited some experts on capital charge from New Zealand. We also made 
videoconference. (SA-6) 

Capital charge also appeared as a policy recommendation following a study visit to the Treasury 

Board and Department of Public Works and Government Services (PWGSC) in Canada (Suryadi 

& Maiesta, 2014). However, the practice in that country is slightly different because the charge 

applies only if the use of public assets exceeds the standard required for public service provision. 

A senior official in the Directorate General of Public Assets raised the issue of capital charge 

leading to cost efficiency. He argued: 

For the office of a high-level officer here, the room is spacious and equipped with a 
meeting room. It needs the high cost of maintenance, such as electricity … So, I think the 
standard for asset using should refer to capital charge. If the use of asset exceeds the 
standard, it should be charged. (SA-8) 

Employing capital charge could also enhance capital budgeting. Capital budgeting is an 

important area that should receive a greater focus in public asset management. Unfortunately, the 

system was not yet considered ready to support capital budgeting. It is similar to the lack of 

readiness to implement capital charge. A former senior auditor from the Audit Board commented: 

What we see is an accounting system that is not integrated with the capital budgeting 
system. (AB-1) 

Until now capital charge has not been further actualised. A draft of the Finance Minister 

Regulation that was supposed to provide technical guidance for capital charge was cancelled 

(PMO, 2016). Given the complexity, it seems that the government needs some more time to 

prepare carefully before implementing such a policy. 

Revenue Generation 

The second element of strategic asset management is revenue generation through non-tax income 

and other income. It should be achieved through utilisation of public assets with the highest and 

best use principle. The ultimate goal of strategic asset management is to make public assets the 

key indicator of effective budget implementation. 
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For asset utilisation, it is worth recalling that in Indonesia the practice is somewhat different from 

that of other jurisdictions in the sense that public asset management provides various schemes 

apart from public service provision. To clarify, an asset is normally used for public service—for 

example, a public building for a school, health service or government office. In Indonesia, there 

are a large number of idle assets—likely a consequence of improper asset planning in the past. 

This fact leads to the need for asset utilisation. The government should benefit from such assets 

or they will only become cost burden. Therefore, the current regulation allows asset utilisation 

for tasks other than public service provision. The most common scheme is to lease or rent such 

assets to a private user. Other means include build-operate-transfer (BOT), build-transfer-operate 

(BTO) and utilisation cooperation. BOT and BTO are schemes more suitable for procurement 

while utilising available public assets. In these schemes, the government provides public land to 

a third party (the private partner), who then builds a particular facility and holds the concession 

to operate it for up to 30 years. During the life of the scheme, the private partner is obliged to 

pay a certain contribution to the government and to allocate at least 10 per cent of the facility for 

public service provision. The private partner will also bear all expenses incurred, including the 

cost of asset maintenance. 

This development could be envisaged as a move away from traditional public asset management, 

where the assets are mainly used for public service provision. Peterson (2006) argues that the 

absence of a complete balance sheet can hinder the implementation of strategic asset 

management, which is more market-oriented and appropriate for public accountability. To read 

this in reverse, the balance sheet may promote market-friendly asset management practice 

through the revenue generated from public asset utilisation. 

9.4. Revenue Centre 
Strategic public sector asset management encourages the execution of scrupulous asset planning 

and asset utilisation to contribute positively to the National Budget in a different way. As 

expected, asset planning results in cost efficiency—whereas asset utilisation could be an 

additional source of income. Particularly for the latter, which is the focus of this thesis, the notion 

has intensified and become a narrative that has repeatedly been circulated. This section elaborates 

on the emergence of the revenue centre concept, which could be envisaged as a reproduction of 

the adoption of accrual accounting on public sector asset management. 

Chapter 3 described how the adoption of accrual accounting in the public sector was key to the 

New Public Management philosophy. The concept encourages the public sector to emulate the 
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way the private sector does business. Furthermore, scholars such as Mellor (1995) and Carlin 

(2005) suggests that the adoption of accrual accounting should be framed in a broader context. 

The idea of generating revenue from asset utilisation might not be solely influenced by 

accounting; in fact, it appeared when strategic asset management was first formulated. However, 

it could barely be denied that accounting reform reinforced the concept and became an influential 

enabler through its systematic presentation of assets ownership, which stimulated the interest to 

raise revenue. 

This section illustrates the revenue centre notion in greater detail. It discusses how the concept 

emerged and how several changes accounted for it. These include the fact that the current 

regulation has broadened the scope of public assets that could be commercially utilised. In 

addition, government entities are apparently encouraged to be more active in marketing public 

assets. The performance of the organisation is now also assessed based on the ability to generate 

revenue from asset utilisation. 

Technically, an asset is defined as a source of benefit in the future. For a private entity, the benefit 

comes simply in the form of income. It was originally not the case for public sector organisations 

because they do not seek profit. Nevertheless, this notion might shift moderately following the 

emergence of the concept of a revenue centre in the context of Indonesian public sector asset 

management. The move might be necessary, particularly for a high number of idle assets. 

There was a massive campaign for a new role of public assets management. In March 2016 the 

then Finance Minister Bambang Brodjonegoro was the first to suggest the Directorate General 

of Public Assets become a revenue centre. Subsequent to this, on many occasions, the rhetoric 

on the revenue centre was echoed by the minister and other high-ranking officials within the 

ministry. It indicates the strong motivation of the Directorate General of Public Assets to play a 

more crucial role in utilising public assets as much as possible. The campaign continued after the 

new minister, Sri Mulyani, replaced Brodjonegoro in 2016. Some senior officials in the 

directorate general cited the then minister, who repeatedly spoke about the importance of having 

assets that can work for the owner: 

When we have idle assets, we should use them to generate revenue. On several occasions, 
the Minister (of Finance) repeatedly said, let assets work for us. (SA-2, head of a regional 
office) 

The Minister said several times that our assets should work for us. (SA-6, a section head) 
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With the considerable value of assets, there was demand from the minister to come up 
with considerable recovery as well. (SA-13, a former section head)  

These are examples of the Finance Minister Sri Mulyani’s direct statements: 

If there is an idle public asset, it will become a cost burden because it fails to raise revenue 
(CNNIndonesia, 2017)  

It’s not enough for public assets to be used merely to support the government’s function 
and for public service provision, but public assets are supposed to be managed optimally 
and contribute to generating non-tax revenue (DJKN, 2018a) 

This notion also received endorsement from an external agent. A former senior auditor of the 

Audit Board supported this notion. He describes how he used to propose public assets utilisation 

to the minister when he was in office: 

I said to the Minister, why are you always talking about tax and customs [in generating 
revenue for the government], when you manage a portfolio asset worth thousands of 
trillion rupiahs. (AB-2) 

It is important to see how the former senior auditor stressed the significance of the value of public 

assets in pointing out their prospects. It is the accounting reform with accrual that constructed 

the emergence of a new structure in public sector asset management. The reform enables the 

Directorate General of Public Assets to presentation public assets at their real value. A former 

deputy director stated: 

Why real value? It is to present the true meaning of balance sheet. (SA-7) 

It is a new direction when dealing with idle assets and underutilised assets, reflecting an 

ambitious role within fiscal policy. It is also a substantial change in the logic of how public assets 

are viewed—as potentially contributing to the public not only in public services but also 

importantly in revenue generation. This direction is represented by the words of a former deputy 

director: 

Every single public asset must be beneficial to provide public service and also to generate 
income. So, if an asset is unutilised, it is inefficient according to the principle of matching 
cost against revenue. (SA-3) 

The interviewee emphasised the importance of utilising public assets to full capacity so that any 

underutilised asset should be used to satisfy the need for revenue generation. It is imperative 

because the value of assets is adjusted due to depreciation, which is an important feature of 

accrual accounting. This recognition that some amount of the value of an asset has gone means 
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that some benefit should be earned to achieve balance in on matching cost against revenue. A 

member of the Government Accounting Standards Committee (KSAP) shared the idea: 

We must benefit from the asset because we follow the principle of matching cost against 
revenue. (SC-1) 

This view differs substantially from the old practice, when people did not care about the value 

behind asset possession. A deputy director gave his observation regarding the practice prior to 

the reform: 

We never thought about the idea of a revenue centre in the past (SA-11) 

It is likely that asset managers in the past did not think about the idea of generating revenue from 

asset utilisation due to the absence of appropriate asset value. In other words, the balance sheet 

is valuable in creating the logic of the revenue centre. It does not stop at this point, rather 

continuously changes people behaviour (Chua, 1995).   

A former deputy director said: 

If we are able to translate asset management in the context of adding value, we can 
leverage the assets—how an asset is not only used for our operational activity but can 
also increase public revenue and enhance our productivity through appropriate asset 
management. (SA-7) 

Another senior official in the ministry outlined the increasing role of public assets as a revenue 

source in the future: 

In the future, assets will be our main revenue source. We must use them according to 
their best use. (MF-3) 

The emergence of this notion is not unique to Indonesia. A similar measure occurs in other 

countries, particularly those that imposed austerity. Cohen and Karatzimas (2012) describe the 

privatisation of state-owned property in Greece, emphasising the role of accounting in providing 

information for decision-making. The practice was implemented in emergency circumstances 

was driven by the need to cope with the financial crisis. 

In August 2017 the value of public assets utilised to generate revenue was IDR2.9 trillion (around 

AUD290 million). The non-tax revenue generated from the asset utilisation was IDR6 billion 

(around AUD600,000). It is certainly a tiny amount compared to other sources of revenue, but 

one might expect the figure to be multiplied in the future. 
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Broadening the Scope 

The revenue centre notion had several implications. There is evidence that the notion apparently 

changed the way the government managed public sector assets in response to the challenge of a 

greater contribution. The change ostensibly occurred in the current regulation, opening up the 

possibility of utilising public assets at their highest and best. 

The current main regulation for public sector asset management is GR No. 27/2014 (on Public 

Assets Management), which replaced a government regulation issued in 2006. In contrasting 

these two regulations, I discovered several differences in relation to revenue centres. First, under 

the old regulation, line ministries and non-ministerial agencies as asset users could only utilise 

public assets other than land and buildings—other than for public service provision. Under the 

current regulation, they can propose utilisation of any assets under their custody—including part 

of the land or building they occupy (Article 6 GR 6/2006 and Article 6 GR 27/2014). Second, 

under the old regulation, public assets could be leased for five years at the most, although the 

contract was renewable. Under the current regulation, it can be leased for more than five years 

under certain conditions, including if the lessee has a business with characteristics requiring that 

it lease the property longer than five years (Article 22 GR 6/2006 and Article 29 GR 27/2014). 

Although the revenue centre does not necessarily change the core use of some assets (to support 

government activity and serve public interest) to non-core use (privatisation to raise revenue), 

under the logic of asset maximisation this reflects a new way in looking at public asset ownership. 

A head of a regional office who was among top-level managers in the Directorate General of 

Public Assets argued that it was possible to relocate a public facility if the place occupied by that 

facility had potential to be commercialised. He argued: 

When there is a particular asset in a good location used for public service, we can 
actually relocate the public service to another location and use the existing facility to 
raise revenue. (SA-2) 

The thought got support from a senior official at the Ministry of Finance: 

In dealing with an idle asset, we have to find a way to utilise it. We might also need to 
review an asset that’s currently being used for office for example. I have observed our 
staff doing the job in the field …  They analysed the report meticulously to figure out if 
the asset has been used properly … Is it correct to have a public facility in one particular 
business district, while we could relocate the facility to other areas. (MF-5) 

Therefore, it is observed that the potential use of public assets to generate revenue is to some 

extent more magnified than the traditional use for public service provision. At this point, accrual 
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accounting was seen by the organisation more positively due to its contribution to strengthening 

the strategic asset management framework. 

Active Marketing 

In addition to broadening the scope of public assets that could be utilised to raise revenue, those 

in charge of asset management were encouraged to be active in marketing. Rather than passively 

waiting for demand, they were expected to willing to jump into the property market and approach 

potential customers. A head of regional office stated: 

It seems that now we have to be proactive to get revenue from assets. (SA-2) 

It is in line with words from a former senior official in the Directorate General of Public Assets, 

who described the practice prior to the emergence of the revenue centre concept: 

At that time, we were passive, but now we are active. (SA-14) 

The encouragement did not appear in a formal or written instruction; it emerged in the 

understanding of agents in response to the developing situation. 

According to the regulation, any asset (in this vein land and building) that is not being used by a 

particular government organisation should be handed over to the Ministry of Finance (the 

Directorate General of Public Assets). As such, the directorate general with its expertise should 

make use of the idle assets in particular to generate income. However, the issue of unutilised 

assets is not solely associated with the directorate general, because it might also occur when asset 

users (line ministries) deal with an asset that is not entirely utilised (underutilised). Therefore, 

the active marketing approach includes the attempt of the Directorate General of Public Assets 

to persuade the line ministries to optimally utilise public assets under their management. An 

operational office head describes the enthusiasm of staff at the Ministry of Transportation in 

utilising public assets under their control. The ministry is in charge of certain public facilities, 

such as train stations and airports, but these assets are transferred to the state-owned enterprises 

that operate them39. The operational office head recalls: 

They were wondering if there were some parts of the train station that were not included 
in the assets group operated by the company. If the assets group only covers the station 
structure, then the front yard should be in their control [and should be utilised to generate 
revenue] … They started to be influenced by our persuading. (SA-5) 

                                                 
39 Examples of such state-owned enterprises are KAI (train station operator), Angkasa Pura (airport operator) and Pelindo 
(harbour operator). 
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The staff apparently do not want to miss the opportunity to raise income from asset utilisation, 

so they ensure that, if there are some areas in the public facility compound that remain in the 

hand of the ministry, the area is marketed to be profitable. 

Furthermore, the change seems essential for the asset manager to collect revenue, as illustrated 

by a head of division in asset management: 

If we are just passive, how can we earn a lot of revenue? (MF-4) 

The division head further elaborated on how he created an asset profile for the purpose of 

marketing: 

We are offering our assets to the public. We created asset profiles, so that people could 
find easily one that is suitable for their needs. (MF-4) 

This occasion envisages the manager of public assets being similar to a property agent. In fact, 

the Directorate General of Public Assets has a considerable number of real assets and is a large 

property holder. It may have advantages in the property market. 

Performance Measurement 

Public sector reform in Indonesia brought a positive transformation to government organisations. 

Government practice may have been characterised by lack of performance in the past, but 

following the reform government performance should be assessed as providing to the public a 

picture in which it accounts for its duties. It should be acknowledged, though, that in some 

organisations the measurement is applied not in the spirit that it should be and has become merely 

a ceremony. 

The Ministry of Finance is advancing its transformation and putting forward the need for 

performance measurement to enhance public sector governance. Since 2008 it has developed a 

performance measurement system and adopted the Balanced Scorecard to support its 

performance management. Under the system, all echelon 1 units within the ministry are given 

annual performance targets that include key performance indicators. The performance targets are 

derived from the ministry’s strategic targets and reflect four perspectives: stakeholder, customer, 

internal process, and learning and growth. The targets are then cascaded down into the structures 

under echelon 1 until they reach the smallest unit of measurement (an individual employee). The 

implementation of Balanced Scorecard based–performance management aims to align individual 

interest with the corporate strategy, in addition to providing a proper instrument for performance 

assessment (MoF, 2015). 
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To catch up with the development of a revenue centre, the Directorate General of Public Assets 

has incorporated revenue generation from asset utilisation activity as a performance measure. 

Since 2017 offices in the directorate general have been assessed on their achievements in non-

tax revenue collection. This evaluation demonstrates the directorate general’s determination to 

be recognised as a primary revenue contributor to the National Budget. 

Subsequently, to enable public assets utilisation in generating revenue, the government 

acknowledged the necessity to adopt a private-sector style approach (Hood, 1995). A senior 

official of the ministry addressed this:  

It is true that in order to generate revenue, we are copying a private style pattern. (MF-
5) 

The idea of a revenue centre had implications for the treatment of assets—as if they need to 

perform to be measured. For example, the return on assets logic of accounting is employed to 

measure asset performance despite the fact that the government is not a profit-oriented 

organisation. This financial ratio particularly emerged when the ministry, assisted by McKinsey, 

conducted the Institutional Transformation Project in 2013–2017. The fifth initiative of a series 

of strategies required to modernise public asset management practice (see Chapter 7 for a 

description) showed how the project reinforced the maximisation of asset utilisation and put 

forward return on asset as the indicator for the performance. It reflects the notion that an asset 

should provide a return measured in comparison to its value—a new approach that is less 

different from that of private practice. 

The Public Assets Management Agency 

Apart from several features that have shown the implications of the revenue centre notion, the 

establishment of the Public Assets Management Agency (LMAN) should be taken into account 

in discussing the transformation in public sector assets management. 

With the new perspective of public sector asset management, control of public assets under a 

government agency like the Directorate General of Public Assets might hamper the effectiveness 

of asset management due to the nature of bureaucracy. A lot of public assets were not used 

optimally, creating opportunity loss and cost of doing nothing (DJKN, 2016). This consideration 

prompted the government’s decision to establish a new organisation in the form of a semi-

autonomous public service provider (locally known as BLU, which literally means public service 

provider). This provider had the task of managing the potential of particular public assets to 

generate revenue. The decentralisation of executive tasks to quasi-autonomous agencies 
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(quangos) is common in most countries adopting New Public Management reforms (Groot & 

Budding, 2008; Prabowo, et al., 2017). 

Semi-autonomous agencies are a compromise between purely governmental organisations and 

state-owned enterprises. By having some features of a state enterprise, a semi-autonomous 

agency has advantages such as own authority in terms of budget spending and human capital 

management. In normal circumstances, every government agency generating revenue from 

public asset utilisation must transfer the income to the centralised account managed by the 

Ministry of Finance. In other words, the agencies are not allowed to use the cash inflow for their 

own spending. In contrast, a semi-autonomous agency is authorised to hold the earned revenue 

in its own account and spend it for its operation. This scheme thus provides flexibility to the 

agency in managing their fund. Likewise in human resource management, a semi-autonomous 

agency is given permission to hire non-public servants with specific expertise for a particular 

position. It is not possible for a government agency to do similarly because the recruitment of 

public servant is a centralised process, creating an entry barrier. On the other hand, semi-

autonomous agencies retain some features of a government agency—such as, importantly, the 

status of their assets. Unlike assets of state-owned enterprises, assets of semi-autonomous 

agencies are not separated from the public assets domain; they remain consolidated into the 

national government financial report. The consequence is that the ultimate control remains in the 

hand of the government. It is not the case in state-owned enterprises where the government does 

not have direct control over the company’s assets. 

Due to this characteristic, in terms of financial reporting, a semi-autonomous agency has to 

comply with two different accounting standards. Given the requirement to consolidate their 

financial report into the national government financial report, the agency has to apply the 

Government Accounting Standards. Additionally, it should produce financial reports that follow 

the Financial Accounting Standards, applied for the private sector. It is because its nature is to 

some extent similar to that of a business entity. In Indonesia, this type of agency is found mostly 

in the education and public health sectors—for example, public universities and public hospitals. 

The Indonesian Government has preferred to develop semi-autonomous agencies when dealing 

with inefficient bureaucracy. The Ministry of Finance first used this organisation form in 2007, 

when it created an investment fund. Following this, the ministry actively promoted the 

transformation to a semi-autonomous agency to the other government agencies. 
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On 16 December 2015 the new semi-autonomous agency in public sector asset management (the 

Public Assets Management Agency, LMAN) was founded under the Directorate General of 

Public Assets. Its aim is to carry out the operations function of the directorate general in terms of 

asset utilisation, similar to a property management corporation (DJKN, 2016). Following the 

establishment, the Directorate General of Public Assets as the parent organisation of LMAN 

transferred substantial numbers of potential assets that were ‘free and clear’ to the new 

organisation. Free and clear assets did not have any legal problems associated with ownership. 

Given that it has the advantages of being a semi-autonomous agency, the government expects 

LMAN to be able to do more in utilising public assets and increasing non-tax revenue. 

The establishment of LMAN is another development in strategic public asset management in 

Indonesia. In 2017 the Finance Minister tasked LMAN with an additional job—financing support 

of infrastructure development, which has been prioritised by President Joko Widodo. It shows 

increasing trust given to LMAN to play a more important role in national development. 

9.5. Summary 
This chapter further described the implications of accrual accounting on public asset management 

in Indonesia. Despite the fact that the information resulting from the employment of accrual 

accounting has not yet been much used, particularly for management decision-making, it 

succeeded to construct the meaning of having a huge value of assets through the presentation of 

the balance sheet. It, in turn, led to the emergence of a new logic on how to generate revenue 

from existing public assets. It also resulted in reinforcing the framework of strategic public asset 

management. As asset management practice benefits from the accrual accounting adoption, it 

implies the internalisation and continuing use of the accounting policy in the field. 

To this point, I have discussed the empirical analysis regarding three phases—adoption, 

implementation and internalisation—of accrual accounting in public sector asset management in 

Indonesia. In the next chapter, I present theoretical analysis of the policy using the framework of 

strong structuration theory. 
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CHAPTER 10: THEORETICAL ANALYSIS 
 

10.1. Overview 
This chapter seeks to provide theoretical analysis of the adoption, implementation and 

internalisation of accrual accounting in the context of public sector asset management. Since the 

research focus is not only on technical aspect but also on exploring the structure–agent 

interaction, the analysis uses Stones’s (2005) strong structuration theory. The structures–agents 

interplay is an area that has received growing attention, particularly in the adoption process of 

accrual accounting. In this study, I extend the approach to the subsequent phases: implementation 

and internalisation. Hence, this research offers a new insight by exploring the deeper impact of 

accrual accounting through the intersection of structures and agents. 

As such, the division of this chapter follows the phases being studied. Firstly, a section is 

provided to describe agents-in-focus and agents-in-context in this study. Subsequently, in the 

adoption phase, there are two parts of the analysis. The first one covers the time when accrual 

accounting was adopted in the whole context of the Indonesian public sector, where the agents-

in-focus are government accountants. The focus is on how the accountants were involved in the 

process and understood the various structures around them. Secondly, the deliberation turns to a 

specific area of public sector asset management—the core discussion of this thesis—where a 

different group of actors becomes the focal point. This part elaborates on how the people in 

charge of asset management, as agents-in-focus, responded to the accounting standards (with 

accrual as the key feature). These were basically a new structure imposed on the practice of public 

asset management. During this phase the initial adoption of accrual accounting took place and 

agents did not attend to the consequences. However, in the implementation phase the asset 

management practice was more exposed to the accounting structure, leading to escalating 

tension. Lastly, following a relatively long period of adjustment of public asset management 

practice to the accounting structure, agents-in-focus learnt that accrual accounting enabled them 

to initiate the revenue centre. 

10.2. Agents-in-Focus and Agents-in-Context 
This study aims to investigate how the adoption of accrual accounting was implicated in the 

public sector modernisation. Instead of taking public sector financial management as a whole, it 

focuses on the specific area of asset management. People in public sector asset management in 

Indonesia have been motivated to modernise the practice, particularly since it was less prioritised 

in the past. However, in a way to reach the goal, these people had to encounter structures that 
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affected their endeavours. Accordingly, the reform process could be regarded as an interaction 

involving various structures and agents. In an attempt to understand the phenomena in theoretical 

manner, I employ a framework inspired by Stones’s (2005) strong structuration theory. The focus 

on public sector asset management is a study at the meso level that rests between the abstract 

(macro) level and the specific (micro) level, enabling the analysis of action and structure in 

relative terms more or less knowledgeably. The application of strong structuration theory is 

nonetheless not intended to critique the theory; rather, it is intended to facilitate the description 

and analysis of the process being studied. 

Strong structuration theory warrants a comprehensive analysis of the transformation process by 

balancing attention to both agents and structures. Unlike its predecessor, Giddens’s structuration 

theory, strong structuration theory is considered suitable for empirical study due partly to its 

strategic conduct analysis and strategic context analysis. In employing strong structuration 

theory, firstly we need to clearly identify who the agents were and what structures were engaged 

in the process. 

Two different agents are worth identifying. The first one is government accountants, who were 

involved in the process of accrual accounting adoption and subsequently advocated the 

imposition of the accounting structure on public asset management practice. Public financial 

management reform in the early 2000s provided an opportunity for this group to articulate their 

interest. The government accountants were engaged in the preparation of laws in public finance 

(which resulted in the issuing of the 2003 Public Finance Law and 2004 Public Treasury Law) 

and took part in the implementation process. Their involvement allowed them to highlight the 

significance of accounting reform in navigating the entire reform process, including reform in 

public sector asset management. 

The second is people in charge of asset management. As described in Chapter 6, they mainly 

came from the now dissolved Directorate General of Public Claims and Auction, which had one 

of its primary tasks removed from its mandate—the state-owned bank’s bad loan section. They 

joined with a new type of organisation to take on the challenging job of implementing public 

asset management, and found a new opportunity to articulate their interest. With this in mind, 

they engaged in purposive action by drawing upon their knowledge, consciously or 

unconsciously, and it was a moment when structuration begins (Stones, 2005). 

It might be said that public asset management was a new type of job these people would 

encounter. However, their previous job with the Directorate General of Public Claims and 
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Auction was not completely different; in fact, it was related to asset management at least from 

two perspectives. First, some of the employees had been trained and were therefore skillful in 

appraisal (asset valuation). This expertise had been necessary in the past because the last option 

open to state-owned banks in bad loan resolution was to sell collateral assets. The collateral assets 

had to be appraised prior to auction to determine the bid price, and it was the job of the appraisers. 

Moreover, engaging in the auction to offer the collateral assets and certain other assets was 

another job from the previous organisation that remained relevant in the new organisation, 

particularly in dealing with asset disposal. Auctions are the source because they are the preferred 

method of selling a public asset, as required by regulation. There was another group of people 

constituting the new organisation—that is, those from the asset management unit within the 

Directorate General of Treasury. Prior to the reform, the Directorate General of Treasury covered 

a broad area of tasks, from budgeting to cash management and asset management. Asset 

management received less attention and was frequently sidelined. The separation of this unit into 

a new institution gave people in charge of asset management the opportunity to show their 

significance. 

10.3. Adoption Phase 
Despite the focus on a particular context of public sector asset management, discussion in the 

adoption phase also addresses the adoption process at the macro level. As such, in this section, 

theoretical analysis of accrual accounting adoption at the macro level comes first, followed by 

meso-level analysis of a similar issue, the specific setting of public sector asset management. 

10.3.1. Macro-Level Policy 

Firstly, what needs to be addressed is the adoption of the accrual accounting system taking place 

at the macro level. This level is where “the political, economic, and institutional context within 

which policies and practices are developed and thereby the strategic terrain within which macro 

actors… apply their knowledge and take action” (Moore and McPhail, 2016, p. 1207-1208). It 

remains of importance to instigate the discussion in the following specific context of public asset 

management and to ensure continuing analysis of the policy from adoption to impact. A dynamic 

interaction between structures and agents took place in that wide context, characterised by the 

emergence of opposing views on whether there was pressure from foreign involvement. As has 

been addressed earlier, the interaction between various the structures of political change, 

financial crisis and international demand and agents, who were represented by government 

accountants, shaped the execution of the adoption policy.  
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With respect to strong structuration theory, the story of adoption, as highlighted in Chapter 7, 

displays both disposition and conjuncturally-specific knowledge of agents-in-focus—in this case 

a group of government accountants. Their disposition is evident in their actions in promoting the 

adoption of accrual accounting. The statements cited in Chapter 7 reflect that the policy was 

undertaken in line with their aspiration. It was the agents’ stock of knowledge (Stones, 2005), 

because they were educated in accounting and had been involved in various government 

accounting projects prior to the reform. 

Moreover, the conjuncturally-specific knowledge emerged when agents-in-focus recognised the 

contribution of other factors (external structures) in enabling the movement to bring accrual 

accounting in. This knowledge represents agents’ understanding and interpretation of the 

network of situated power relations which accentuates the institutionalised positions, positional 

identities, prerogatives, and obligations (Coad, et al., 2015; Jack & Kholeif, 2008). It appears 

from how agents-in-focus acknowledged a global financial phenomenon (in the form of the 

financial crisis that provided golden opportunity to change), political change (the momentous fall 

of Soeharto) and political demand (from the House of Representatives). Agents’ understanding 

of these factors is a recognition that external structures, which were independent from agents, 

existed and became influential. The combination of these structures and the agents themselves 

resulted in the execution of accrual accounting policy. 

We may attribute the presence of opposing views on whether there was foreign pressure on the 

decision to adopt accrual accounting to the extent the disposition or conjuncturally-specific 

dominates the agents’ knowledge. For example, for those agents who did see international 

involvement as a crucial factor, they might be involved in person in the event when the pressure 

came, so they were able to draw upon the situated power relation and identify the prerogatives, 

and obligations. It is not the case for some others who were much guided by their own beliefs 

and values. 

The conjuncturally-specific knowledge of government accountants could also be seen from their 

interaction with other agents, including those in charge in public assets management. Such a 

situation where the conformity to accounting rule enforced was shaping positional identities 

between the accountants with their prerogatives and people in asset management with their 

obligation. Their interplay illustrates the agency of government accountants in promoting 

accounting reform as the centre of public financial management reform in Indonesia. In the 
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context of public sector asset management, this is part of my meso-level discussion as presented 

below.  

10.3.2. The Meso-Level: Specific Context of Public Sector Asset Management 

The focus of this study is on the stage when the adopted policy descended to the lower level of 

specific public asset management practice. This thesis therefore is taking a different approach by 

conceptualising accrual accounting as a constructing structure (Hines, 1988; Morgan, 1988) 

rather than a structure that resulted from a structuration process. The conceptualisation of 

accounting as a structure is not new in structuration studies (see for instance Englund, et al., 

2011; Feeney & Pierce, 2016). Dillard et al. (2004) define an institution as ‘an established order 

comprising rule-bounded and standardised social practices’ (p. 508). As such, accrual accounting 

fits with the meaning of structure (institution). The approach undertaken brings a consequence 

to focusing on the actions of staff in charge of public assets management, making them agents-

in-focus. Correspondingly, the approach follows sliding scale ontology (Stones, 2005), where 

government accountants (the focus in the adoption at the macro level) are operationalised as 

agents-in-context representing the accounting structure. 

At the macro level, government accountants played an active role to promoting accrual 

accounting. In the subsequent phase of the specific context of public asset management, their 

endeavour continued to ensure the adoption ran properly as well. A senior government 

accountant recalled that the first thing to be fixed was the asset side due to its significant value 

and contribution to the financial report: 

Therefore, we focused on how to fix cash management and [capital]asset management. 
(SA-3) 

This statement exhibits her understanding of position–practices in relation to others and 

simultaneously reflects a readiness to permeate to a wider boundary. Her identification to cash 

management and capital asset management implies that the way cash and capital asset managed 

had not been conducted properly in accordance with accounting structure. With the stipulation 

of accrual accounting in the law, she and government accountants in general were thinking they 

had more power relative to those in cash management and capital asset management. 

On the other hand, staff in charge of public asset management seemingly took the adoption for 

granted. While there were two groups constituting the Directorate General of Public Asset, it is 

important to note that these groups shared unfamiliarity with accounting—even though some 

employees were educated in accounting. The nature of their jobs in public claims management 
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and asset management with little exposure to accounting shaped their unfamiliarity. To some 

extent, they put much concern on the legal aspects in their previous tasks. It is their disposition 

knowledge which dominated the way they were thinking. This circumstance contributed to the 

rise of conflict between accountants and people in asset management. 

Staff had little knowledge of the concept of accrual accounting. For instance, a former senior 

official in the ministry argued that the balance sheet had nothing to do with accrual accounting: 

I don’t think that accrual accounting is the enabler for the development of our balance 
sheet. (TR-1) 

For him, accounting was similar to asset recording—which had been used in the past. In one 

sense, he maintained that not having a balance sheet was not a big problem. Likewise, though 

the government set up the balance sheet, he disagreed with attributing it to accrual accounting. 

During the reform, agents-in-focus sought to improve and modernise the practice of public sector 

asset management. The enactment of the 2003 Public Finance Law and the 2004 Public Treasury 

Law incorporated asset management and assisted the agents to implement the reform in their 

field. Furthermore, the newly issued government regulation on asset management (GR No. 

6/2006) shaped the practice based on several underlying principles: functionality, legal 

assurance, transparency, efficiency, accountability and value assurance. It appears that 

accounting standards where accrual accounting is the central feature were among structures 

characterising the principles. Other structures included political and legal aspects of management 

practice. The accounting standards were considered an imposed structure to be implemented. It 

required that public finance including public asset management be reported in accordance with 

the accounting rules where accrual accounting is a critical feature. In this context, accrual 

accounting belonged to the external structure and could enable or constrain the management of 

public assets. 

Nevertheless, accrual accounting as a new imposed structure was at first not noticeable. Agents-

in-focus seemingly did not realise on how accounting would be implicated in public sector asset 

management practice because the consequence was not immediate. Also, accounting was not 

seen as a vital element in modernising public asset management. A previous review of GR 

No. 6/2006 on Public Assets Management confirms this regulation represents the understanding 

of agents-in-focus of asset management and the related issues. One way accounting helped 

reform asset management is through the provision of proper accounting records. Despite the 

congruence between agents’ knowledge that the first priority should be developing a good 
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database and government accountants’ intention to produce proper financial statements, there 

were some who undermined the potential role of accounting. An official said: 

It is true that we did not have the balance sheet at that time, but we managed the records. 
(TR-1) 

Correspondingly, a section head in charge of asset valuation said: 

Prior to 2007, we had already managed and administered our assets properly, at least 
we had the records. (SA-9) 

Both officials pointed out that accounting reform was not necessary for them since public asset 

management was already properly conducted. These statements reflect their disposition of 

relating the current situation to their past experience. Simultaneously, the remarks manifest the 

view of agents-in-focus of the imposition of accounting by government accountants as agents-

in-context (conjuncturally-specific knowledge) and their attempt to challenge it. That the agents 

tended to confront the structure of accounting has been discussed in empirical chapters, for 

example when they developed their version of chart of accounts which was less consistent with 

accounting and reporting purpose.  

However, these people acknowledged there were differences between asset recording and the 

balance sheet in terms of asset value and the absence of asset depreciation. A former Treasury 

official remarked:  

We managed the records even though it used historical value. (TR-1) 

The records were always there. The thing was the assets were never depreciated. (TR-1) 

These statements undermined the advantage of accounting, and accrual accounting in 

particular—reflecting a low acceptance of accrual accounting implementation. When accounting 

became the driver of public finance management reform and therefore became dominant over the 

other structures, not all accepted the change. A former official, who had an academic background 

in public treasury, thought that the government put too much emphasis on accounting—as if it 

were the most crucial factor: 

Everyone talks about accounting, as if it is above all. (TR-1) 

Accounting has been dominating to public finance discourse. (TR-1) 

A former high-ranking official in asset management shared the same feeling, stating:  
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Many people were not happy with the accountants’ domination in many strategic 
positions. (SA-14) 

All in all, the expressions of agents-in-focus tell much not only their disposition but also 

importantly how they view the accounting imposition brought by agents-in-context 

(conjuncturally-specific). The disposition which was primarily accummulated from agents-in-

focus’ work experience contributed to their unfamiliarity to accrual accounting. However, it 

illustrates not merely unfamiliarity, but to some extent also reluctance to conform with 

accounting structure. The statements quoted above, for example when they mentioned about 

balance sheet and depreciation, indicated that they were not fully unfamiliar with accounting. It 

is the understanding of their position relative to the accountants and the asymmetric power of the 

relationship that also shapes agents’ response to the accounting structure in the adoption phase.  

10.4. Implementation Phase 
It was discussed in the adoption phase that staff in the Directorate General of Public Assets had 

to cope with the requirement to espouse accounting standards (with accrual accounting as the 

main feature) in asset management. While the interaction between structures and agents did not 

endure deeply in the adoption phase, it intensified in the subsequent phase when accrual rule 

came into day-to-day practice. The complexity of accrual accounting in the asset management 

context has been confirmed by a number of scholars, such as Carnegie and Wolnizer (2008), 

Kaarboe and Robbestad (2016), Lapsley et al. (2009) and Marriott et al. (2011). Consistent with 

the aim of this study, to understand the process of transformation to accrual accounting on public 

sector asset management while taking into account the interaction between structures and agents, 

I view the process not merely as a technical event but also as a socially constructed phenomenon. 

As such, I pay considerable attention to the power relations embedded in the interaction among 

actors, particularly in the implementation stage, as will be described in this section. 

Agents-in-focus in this phase remain those in charge of asset management. However, unlike in 

the preceding phase of adoption, in the implementation phase they included some government 

accountants who had recently joined the Directorate General of Public Assets. This group of 

accountants who was seen as agents-in-context in previous phase, is classified as agents-in-focus 

in the implementation phase due to their involvement in the directorate general. As accountants, 

however, their view remained representing the accounting structure, similar to other accountants’ 

in the accounting department of the Treasury.  

Staff in the directorate general brought a mission to modernise the practice of public asset 

management in Indonesia. They recognised that the administrative side of its procedures needed 
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to be reformed and modernised, which was congruent with the intention of government 

accountants to produce proper financial statements. Appropriate financial reports were mandated 

by the regulation and therefore demanded by the Audit Board. It was a constitutional task of the 

Audit Board to assess the quality of government reports once published. However, the 

preparation of the financial reports was not straightforward because it needed support from all 

government agencies. Equally, agents-in-focus in carrying out their jobs had to work with 

government accountants from the Treasury in a collaboration that induced tension. So, here we 

map a nexus of interrelations among actors. 

Agents-in-focus, those in charge of asset management, drew upon their conjuncturally-specific 

internal structures when dealing with the Audit Board to follow the accounting standards. A 

similar dialectic relationship occurred between Nepalese Government accountants and the 

auditors (Adhikari & Jayasinghe, 2017). A financial audit conducted by the board determined the 

fairness of the government financial statements presented. When the Audit Board finds evidence 

not to grant an unqualified opinion, people would like to see what in the financial statements 

reduced the quality. It has been reported that asset-related issues were audit findings that 

hampered the board in giving an unqualified opinion. Agents-in-focus realised this and did not 

want to be blamed for the failure. From a position–practices perspective (Stones, 2005), it 

demonstrates that their strategic conduct (to modernise asset management) is contingent on how 

the other (the auditor) acts. A senior accountant recalled: 

There are always audit findings every year with respect to assets, either those in the line 
ministries [such as the Ministry of Defence and the Ministry of Education] or those 
managed by the Ministry of Finance. (SA-12) 

Likewise, the conjuncturally-specific knowledge of agents-in-focus in relation to the Audit Board 

is indicated in their endeavours to apply the asset depreciation rule. They also did this to meet 

the Audit Board’s requirement. Otherwise the government financial report might have been at 

risk of receiving an unwanted audit opinion. An accountant stated: 

Since 2011, the Audit Board had urged for depreciation to be implemented, otherwise the 
government financial reports would again get a disclaimer opinion. (TR-2). 

The interplay with the Audit Board gave rise to the feeling of obligation of agents-in-focus to 

align their conduct with the accounting standards. It slightly redirected their orientation towards 

strategic asset management practice. 
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Agents-in-focus in charge of asset management also drew upon internal structures in relation to 

line ministries. It was in the form of conjuncturally-specific knowledge illustrating a situated 

practice with asymmetric power relation embedded. It is evident in the initial attempt to draw up 

the first balance sheet. Having a balance sheet without proper value attributed to its asset items 

was definitely insufficient, yet the endeavour had already put pressure on the Directorate General 

of Public Assets. The department had to push other government agencies to supply financial 

records to produce the consolidated reports. The pressure magnified when a big project called 

asset registration and valuation was launched. Unfortunately, there were some who were not 

happy with the reform. A former senior official who was actively engaged in the preparation of 

the first balance sheet added: 

Resistance occurred at that time, not only because they did not understand accounting 
but also because they were not happy with the change. They would not be able to commit 
wrongdoing any longer. (MF-2) 

Corruption was an issue. There were people who took advantage in the absence of a proper 

system in asset management by committing fraud or asset embezzlement. The reform would limit 

the likelihood of that bad habit continuing any longer. 

In asset depreciation, a section head described a problem facing those in charge of accounting in 

line ministries: 

People complained about the difficulty of making financial statements, let alone thinking 
about depreciation and amortisation. (TR-2) 

This statement demonstrates how agents-in-focus tried to understand position-practices in 

relation to other line ministries. The position of agents relative to that of line ministries which 

was supposed to give control had to deal with low capacity of those in the ministries. This 

understanding subsequently shaped the way they formulated a simple method to implement 

capital asset depreciation. 

Another problem arising in relation to line ministries was asset revaluation. While the project 

was supposed to be collaborative between the Directorate General of Public Assets, with the asset 

manager and line ministries as the asset users, there seemingly remained some line ministries 

who gave little support—due either to their low motivation or low capacity. This circumstance 

was shared by a senior official in the Ministry of Finance: 

We cannot rely on the line ministries to do the job of inventory-taking, because they don’t 
understand, or are reluctant. (MF-5) 
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The revaluation project was similar to the asset valuation undertaken in 2007–2010 (DJKN, 

2007), so it shows not only agents-in-focus’ conjuncturally-specific but also the disposition from 

accumulated knowledge they gained from past experience. These quotes display the knowledge 

of agents-in-focus drawn from conjuncturally-specific of external structure in the form of 

reluctant line ministries. A former Director of Valuation at the Directorate General of Public 

Assets in an interview published in an internal magazine admitted to low support from line 

ministries: 

We have to acknowledge that the asset registration and valuation of public assets once 
accepted less support from line ministries (DJKN, 2010).  

The understanding that the projects were crucial but that line ministries had low motivation and 

low capacity led agents-in-focus to take most of the responsibilities. Agents-in-focus had a 

capacity to resist but felt unable to do so. It is similar to the irresistible causal force in Chapple’s 

(2018) work, where Australian FRC members opted to espouse IFRS despite having opportunity 

to act differently. 

In a larger setting, the irresistible causal force showed the tension between agents-in-focus and 

government accountants intensified. Agents-in-focus were thinking that the difficulties stemmed 

from the imposition of accounting standards on asset management practice. It is shown for 

instance when they had to replace their version of a chart of accounts with one compatible with 

the accounting version. The habits of agents-in-focus are also reflected in their greater familiarity 

and comfort with the legal approach than with accounting. An example is the case of damaged 

assets handling. When the accounting structure ruled out such assets from the balance sheet, 

agents-in-focus were thinking the other way around due to their legal understanding and past 

experience: 

Many people in the Directorate General of Public Assets were reluctant, because they 
got trouble with the practice, they felt worried. (SA-10, a former section head at the 
Directorate General of Public Assets) 

Furthermore, a section head in the Directorate General of Public Assets said: 

It’s asset management, but we focused too much on accounting. We very much talked 
about financial reports, how to recognise asset, how to disclose them properly, instead 
of about asset planning, asset procurement, asset solution. (SA-9) 

Agents-in-focus were very eager to execute their values in moving forward to strategic asset 

management, where priority should be given to asset planning and asset solution, whereas they 

had to compromise with accounting requirements. Their situational position did not allow them 
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to materialise the knowledge derived from their accummulated experience. It should be seen as 

a conflict between their disposition and conjuncturally-specific knowledge, as was the case with 

management accountants in enterprise resource planning system in an Egyptian organisation 

(Jack & Kholeif, 2008) and engineers in a privatised utility company in the United Kingdom 

(Coad & Herbert, 2009). In Jack and Kholeif’s (2008) work, the accountants’ conjuncturally-

specific knowledge arose in dealing with rules and structures imposed by the donor when they 

attempted to build the ERP.  

Giddens (1984) contends that agents can always act otherwise but are restricted from doing so 

through material constraints, negative sanctions and structural constraints. In this case, the ability 

of agents-in-focus to resist the accounting imposition was constrained by the possibility of 

negative sanctions from their superior (the minister, the President) and the structures they worked 

in (legal arrangements). 

The disposition of agents-in-focus who are in charge of asset management also appears amid a 

tension between them and government accountants in the development of a chart of accounts. 

The conflict began once accrual accounting was adopted and intensified when the standards were 

implemented. It demonstrates the attempts of agents-in-focus to resist being coopted with 

accounting logic. 

The struggle endured by agents-in-focus in implementing accrual accounting implies an 

unintended consequence (Stones, 2005). At first, they thought that the implementation would not 

be too difficult. The road map reflects this in that it assumes the project could be completed in 

2009, which was not the case. An official said he thought the job would cover particularly 

substantial assets only and did not expect it to be enlarged to cover everything: 

We wanted it to be done gradually, starting first with the valuation of land and buildings 
only. However, it changed dramatically to cover all assets that should be presented in the 
financial statement. This required us to extend the project as we needed to adjust many 
things. (SA-9) 

In the view of the agents-in-focus in asset management, they only needed to consider land and 

buildings. Yet for the purpose of presenting an appropriate report that met accounting standards, 

they had to include all assets that were supposed to appear in the balance sheet. As a consequence, 

they had to spend more time to accomplish the project. Apparently, agents-in-focus did not like 

the domination of the accounting concept in asset management. 
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10.5. Internalisation Phase 
In the preceding sections, I described how agents-in-focus, those in charge of asset management, 

drew upon their conjuncturally-specific and their disposition in the phase of adoption and 

implementation of accrual accounting in public asset management. During the adoption phase, 

agents-in-focus seemed less familiar with accrual accounting as the imposed structure and not 

fully aware of the significant consequences. This situation changed a lot in the implementation 

phase, where agents-in-focus struggled to get the structure into asset management practice. 

Correspondingly, during the phase of internalisation, my focus goes to the interaction between 

actors and structures using strong structuration theory. The focus remains on those in charge in 

asset management who had a mission to modernise the practice of public asset management in 

Indonesia. Chapter 9 provided a comprehensive description of how the subsequent phase of 

accrual accounting implementation was internalised as it became an integral part of public sector 

asset management practice. The internalisation was possible because the accounting structure 

managed to promote and sustain the revenue centre notion. This section will envisage the change 

from the point of view of the relationship beween structure and agents, which will allow the focus 

to be on power relations among agents. 

Stones (2005) argues that external structures are conditions of action, either acknowledged or 

not, that may enable and constrain agents in producing and reproducing social practices. In the 

implementation phase, accrual accounting as an external structure constrains public asset 

management practice. However, it changed in the following phase. Accrual accounting 

contributed to the development of the balance sheet, which showed a high value of public assets. 

The post-adoption phase saw the accrual accounting structure turn from constraint to enabler. 

Agents-in-focus drew upon their conjunturally-specific knowledge when listening to the idea of 

revenue centre repeatedly spoken by their superior, the finance minister. 

It also happened with the former minister M. Chatib Basri, who served in 2013–2014 under the 

administration of President Susilo Bambang Yudhoyono (SBY). A Directorate General of Public 

Assets senior official recalled how the former minister was also concerned with this issue: 

The former Minister was not happy realising that this huge asset portfolio generated low 
revenue. (SA-6) 

We didn’t have such an awareness … those who managed assets didn’t know that we 
could raise income from the asset. They didn’t know that the assets could work for us. No 
idea about source of money. They just did recording, and when the asset was broken, 
dispose. (SA-7) 
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As was discussed in Chapter 9, the most recent three finance ministers, M. Chatib Basri (2013–

2014), Bambang Brodjonegoro (2014–2016),and Sri Mulyani (2016–present), expressed their 

concerns regarding the need to maximise the use of public assets. The understanding by agents-

in-focus of the minister’s view reflects their position–practice relationship, with the minister as 

their superior. 

Equally, the Director of LMAN held the mandate from the minister as a challenge: 

DJKN has received the mandate directly from the Finance Minister to be the revenue 
centre, so we have to prove it with the ability to generate non-tax income through various 
mechanisms of assets optimalisation (DJKN, 2016). 

Furthermore, agents-in-focus built another position–practice relationship with line ministries. A 

head of an operational office said: 

There are governmental working entities that have yet to utilise their idle assets. 
Therefore, we encourage them to optimise their asset use. (SA-1) 

A head of a regional office also described his attempt to build awareness of his clients—that is, 

government working entities in his region—so they would pay more attention to asset utilisation 

with the aim of collecting revenue: 

When I had a conversation with the head of a tax regional office, a regional office head 
of the Ministry of Religious Affairs, a head of Customs Office, etc., I said that their assets 
had selling value, so I asked them to advertise (to raise revenue) … (SA-2) 

He claimed that he managed to build the awareness of the leader of other government agencies 

in his area: 

Their response is positive. They have understood the logic of revenue centre and from 
day to day this understanding is increasingly improving. This means that the concept has 
been widely accepted. They now come to us to report and consult how to do it. (SA-2) 

Accounting in this case constructs a new meaning for asset management practice through its 

ability to incorporate proper value, raising a recognition of the asset’s potential to generate 

money. This awareness did not appear in the past because the practice was merely simple 

recording. Simultaneously, accounting provides a monetarised calculation that strengthen the 

institutional position of agents-in-focus. It is the power of accounting that also appeared when it 

facilitated the production of gold and silver coins, leading to improved Spanish commercial 

activity in the 18th century (Sanchez-Matamoros & Hiladgo, 2012). The influence is also evident 

in an affirmative action program bringing Kenyan indigenous people forward after they suffered 

during the colonial era (Sian, 2007). 
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There is another crucial factor that substantially contributes to the emergence of the revenue 

centre concept. It has something to do with organisation existence. During the past three decades, 

the Ministry of Finance experienced a series of organisation restructures. An organisation 

(echelon 1) that is not functioning correctly might be dismissed or merged with another unit. This 

consequence may also apply to those with similarities in their core businesses. On the other hand, 

an organisation that is considered vital would be more empowered. As a consequence, 

organisations might attempt to appear significant in order to maintain their existence. It could 

happen through revenue contribution. A department within a particular organisation may have 

different functions: it may become a revenue centre or cost centre. However, being a revenue 

contributor offers a more noticeable opportunity to be rewarded, and this is what agents 

understood in learning the situation (conjuncturally-specific knowledge). A deputy director 

described this: 

[Public assets management] Revenue centre is our effort to make our profile in the 
National Budget stronger. (SA-4) 

The emergence of the Directorate General of Public Assets was preceded by other forms of 

organisation in the past. These were primarily in charge of state claims and auction. The 

organisation acknowledged its inferior image when it held the role as the state-owned banks’ 

debt collector. It was eager to turn its image around to be more strongly positive (DJKN, 2007). 

Here the notion of revenue centre was combined with the need to demonstrate the organisation’s 

significance. There was an expectation that the directorate general could be the third-largest 

contributor to national revenue after the Directorate General of Taxes and Directorate General of 

Customs and Excise. 

With asset under management valued at Rp 2188 trillion, the Directorate General of 
Public Assets as the asset manager should be able to contribute substantially and become 
the third-largest national income contributor. (SA-4, a deputy director) 

He drew upon his notion that the privilege of working in a particular organisation closely 

correlated with the extent of the contribution provided by the organisation. Similarly, a head of 

a directorate general regional office stated: 

In certain circumstance, this organisation could be at the level as high as a ministry. (SA-
15) 

A section head recalled his conversation with a high-ranking official at the Ministry of Defence: 

… he says, your organisation should be independent, not under the Ministry of Finance 
(SA-9) 
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He further elaborated to say that the conversation was around what was supposed to be the 

multidimension of the directorate general tasks—which covered not only fiscal but also public 

administration, urban planning and environmental issues. The statement displays a hope for a 

more significant role for the directorate general in the future. 

In the context of the Indonesian public sector, working in a public financial institution has been 

regarded as advantageous for many employees in terms of financial benefits they receive. The 

employees of the Bank of Indonesia (the central bank) and the Financial Service Authority, for 

instance, enjoy a high-level of salary and other benefits compared to the average. However, these 

two institutions can offer those rewards to their employees since they are independent bodies, 

which in the budgeting context means that their budgets are excluded from the public budget. In 

the context of government agencies, it is similar in the Ministry of Finance. It is perceived that it 

offers a better salary than other government institutions. People often associate this with the 

portfolio of the ministry that manages public funds. Within the Ministry of Finance, employees 

in DG of Taxes and in the DG of Customs and Excise receive higher financial rewards than those 

in other echelon 1 units due to the characteristics of the job in revenue collection. The formula is 

that money in is greater than money out. The ambition of the Directorate General of Public Assets 

to be the third-largest national revenue contributor could be viewed from this logic. 

However, it is not an easy job: 

However, up to 2012 or 2013, revenue from asset management was not yet significant. 
We had worked very hard, but the result was not satisfying. (SA-4) 

We are not happy why we could only generate Rp 900 billion, less than 1 trillion, when 
we had been overwhelmed with the effort in the past 10 years. (SA-4) 

Regardless of the fact that revenue from asset utilisation did not yet meet the high expectation of 

the revenue centre concept, this development shows how agents-in-focus have sufficiently learnt 

accrual accounting and began to utilise it to support their interest in strengthening public sector 

asset management. It could be argued that with the notion of strategic asset management and the 

revenue centre, agents-in-focus took control of the transformation process. Equally importantly, 

agents prevailed over the structures as the agents prepared to privatise public properties whereas 

the accounting standards as the structures have yet to provide the standard for such economic 

transaction. In the international setting, this has been accommodated by IPSAS (see IPSAS 

Number 16 on Investment Property). However, as described in Chapter 7, the Indonesian 
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Government Accounting Standards have not fully adopted and adapted IPSAS and in particular 

the standard for property privatisation. 

10.6. The Shift of Power 
The preceding sections discussed the three different phases of accrual accounting in public sector 

asset management practice: adoption, implementation and internalisation. By looking at the 

dynamics across the transformation process, we can see how power emerges and shifts. In fact, 

agency in structuration process is about power: “the ability of agents to act and influence their 

environment of action and interaction” (Makrygiannakis & Jack, 2016, p. 1242). The 

transformation which began due partly to institutional pressures gave more power to government 

accountants, yet people in charge of asset management who initially struggled to conform with 

accounting structure managed to learn, gain power and subsequently signify their social position. 

Accrual accounting was a key feature in Indonesian public sector accounting reform in 2004. The 

adoption of accrual accounting had meant accrual accounting was a new structure to follow, 

including in public sector asset management. In this field, staff at the Directorate General of 

Public Assets as agents-in-focus aimed to modernise asset management practice initially had 

little knowledge of the consequences, due to their unfamiliarity to the concept. 

When the government first began to implement accrual accounting, the interaction between 

agents-in-focus in asset management and the structure of accrual accounting intensified. It forced 

agents-in-focus to adjust their practice in accordance with accounting requirements. For instance, 

between 2007 and 2010 agents-in-focus had to devote substantial time to stocktake, asset 

valuation and more as required by the accounting standards. Agents-in-focus also took asset 

depreciation system into account, so the presentation of assets in the balance sheet became more 

accurate. A large works in relation to accounting issue delayed the execution of the strategic asset 

management framework that was expected to modernise asset management practice. Agents-in-

focus had to cope with this unintended consequence. 

However, the struggle to comply with the accounting structure turned out to be an enabler in 

materialising the asset management framework in the last phase. Accrual accounting allowed the 

development of the national balance sheet, which showed the high value of public assets. It paved 

the way for asset management people as agents-in-focus to signify their role through the notion 

of a revenue centre. It also implies the continuing use of accrual accounting. 
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It is another dimension of the power of accounting. It managed to construct the meaning of asset 

value and eventually reproduced stronger asset management practice. Capital assets have a useful 

life in the long term, but it could be said that public assets remain relatively constant over time 

even though incremental spending has been added periodically. Despite this constant, there was 

considerable difference in people’s awareness prior to reform and after reform. Accounting 

created a reality through the development of the balance sheet. 

The treatment of this across three different phases allows the study to capture the shift of power 

during the change process. It is complemented by the employment of strong structuration theory 

to apprehend the structures–agents interaction. At first, asymmetries of power took place when 

power was in the hands of agents-in-context (such as government accountants, government 

auditor) because they were the proxy imposing accrual accounting on public sector asset 

management. It continued in the implementation phase, which was characterised particularly by 

the endeavours of agents-in-focus in asset management to comply with the accounting 

requirement. The struggle sidelined other factors of asset management. However, at the end of 

the implementation phase, it could be argued that power was shared—though not necessarily 

equally—between agents-in-context and agents-in-focus as the latter accummulated their 

knowledge. As agents-in-focus learnt, they managed to utilise the imposed structure to strengthen 

their social position. The fact that the balance sheet showed a considerable amount of public 

assets led to the emergence of revenue centre notion. It is the agency that is influenced by agents’ 

understanding of external structure in the previous stage, thus implies a learning process of the 

agents. 

 

Figure 10.1 informs the shift of power. 
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Figure 10.1 Shift of power 

 

 

The interplay demonstrates how agents-in-focus evolved over the phases and saw their role 

become increasingly important. They were initially less important than agents-in-context, who 

helped impose accrual accounting. Through the process that was filled by tension and learning, 
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agents-in-focus managed to turn around the situation, create the revenue centre notion and 

enhance their potential role. Through this cycle they implied that their position was more 

significant than that of agents-in-context. Equally, the shift of power occurred between agents 

(in-focus) and structure (accounting). The accounting structure was more dominant in the 

beginning as shown by how it dictated the agents-in-focus’ conduct, yet at the end agents were 

using the structure to signify, dominate and legitimate their own actions.   

It is also worth noting how the conjuncturally-specific knowledge and general-dispositions of the 

accountants and non-accountants differs. By accountants I mean those government accountants 

in the accounting department (within the Treasury) who were external to public asset 

management structure40, while non-accountants simply refers to people in charge of asset 

management. The accountants are agents-in-focus at macro-level analysis in the adoption phase, 

yet as the focus at meso-level analysis is on asset management, they are conceptualised as agents-

in-context in this thesis. For the accountants, their conjuncturally-specific knowledge and 

general-dispositions were relatively supportive. The disposition derived from their values met 

complementarily with their understanding on institutional pressures in one side and certain public 

sector areas that were obliged to conform with accounting rule. It substantially differs from those 

of the non-accountants where their disposition contradicted with the conjuncturally-specific. The 

equal conflict appears in prior strong structuration theory studies, such as in the work of Coad 

and Herbert (2009) where engineers in a privatised utility company had to follow a new 

management accounting system. 

The shift of power capturing a dynamic in a structuration process demonstrates stronger 

emphasise of strong structuration theory on the role of agents. This focus is the issue in which 

strong structuration theory intends to overcome a shortcomings of Giddens’ structuration theory. 

As raised by some scholars (Adhikari & Jayasinghe, 2017; Coad, et al., 2015; Harris, et al., 2016), 

structuration theory is criticised for ignoring the way knowledgeable agents draw upon and 

reproduce structures. The employment of strong structuration theory in this research not only 

allows deep investigation of the active agency, but also managed to uncover the dynamic of the 

actions.  

The meso-level analysis shows power dynamics that contrast with those shown by a focus on the 

macro-level context. At the macro level, the contesting powers usually include international 

                                                 
40 Some of them joined the Directorate General of Public Assets since the implementation phase and accordingly, turned to be 
agents-in-focus. 
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financial institutions, big accounting firms and actors’ ideology (Adhikari & Mellemvik, 2011; 

Ahn et al., 2014; Sharma & Lawrence, 2008). While holding accrual accounting as the influential 

structure, the subsequent stage allows the exploration of rather specific players interchanging in 

the implementation and internalisation process. This thesis is thus deeply engaged in the further 

impact of accrual accounting in the public sector area. 

In the broader context, the change process also informs a power shift from outside to inside. 

While there were several foreign forces behind the adoption of accrual accounting at the macro 

level, their influence is relatively absent at the meso level of public sector asset management. 

Internal actors dominated and shaped the process of adoption, implementation and internalisation 

of accrual accounting in this specific context.  

10.7. Summary 
In this chapter, I theoretically examined the adoption, implementation and internalisation of 

accrual accounting in the context of public sector asset management with a framework drawing 

on strong structuration theory. Despite my concentration on the specific ontology of public sector 

asset management, I firstly provided highlights of the accrual accounting adoption process in the 

general context. In this regard, agents-in-focus were government accountants responding to 

various structures during the adoption process. In the context of public asset management, accrual 

accounting became an imposed structure in which different agents-in-focus experienced a 

learning shift. At the beginning in the adoption phase, they were rather unfamiliar with the 

structure but in the following phase they realised the need to align their way with the accounting 

requirement. Agents-in-focus ultimately learnt that accrual accounting, which was once a 

constraint on asset management, could enable them to strengthen their social position through 

the emergence of revenue centre notion. In this regard, the revenue centre was a response to the 

imposition of an accounting structure and satisfied an expectation of the agents. 

However, it was observed that the impact of the adoption during the beginning period was not 

obvious. Agents-in-focus did not yet realise the consequences of adopting accrual accounting in 

the practice of public sector asset management. The minimum interaction between structure and 

agents (in-focus) in this phase partly contributed to this, since the imposition of accrual 

accounting had not affected the practice of public sector asset management. The development 

could be envisaged as a learning shift of agents-in-focus. They were somewhat ignorant in the 

adoption phase but subsequently learnt the situation in the implementation phase. Eventually they 

were able to take the control and utilise the accounting logic to strengthen their social position. 
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This chapter demonstrated multiple shifts of power: from agents-in-context to agents-in-focus, 

from structure to agents, and from external forces to internal forces. 

Chapter 11 provides the conclusion. 
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CHAPTER 11: CONCLUSION 
 

11.1. Overview 
This chapter outlines several key points that have been discussed in the preceding chapters and 

are subsequently presented in the conclusion. The main findings will be comprehensively restated 

in order for me to demonstrate the contribution of this research. In addition, this chapter 

acknowledges some limitations and also provides suggestions for future study. As the topic is 

related to a public policy implemented in Indonesia, some policy implications and 

recommendations will be addressed. 

11.2. Answers to Research Questions 
This study aims to investigate a structuration process embedded in the adoption of accrual 

accounting in public sector asset management in Indonesia. Unlike previously large studies in 

public sector accrual accounting, it focuses ontologically on the specific context of public asset 

management. Therefore, it deals with specific accounting methods in the area. Moreover, it 

explores at a deeper level the further impact of accrual accounting on public asset management, 

which is indicated by the emergence of the notion of revenue centre. The contribution of this 

study lies in its investigation across three different phases of the reform: adoption, 

implementation and internalisation. The balanced approach between structures and agents 

allowed for further research to be conducted. Therefore, this study concentrates on the conduct 

of agents in responding to the structures, which demonstrates a dynamic interaction that involved 

a shift of power. 

Following the 2004 accounting reform, of which accrual accounting was a critical feature, the 

accrual basis had to be incorporated into asset management practice. In the adoption phase, when 

all sectors of the Indonesian Government were expected to adopt accrual accounting including 

public sector asset management, staff at the Directorate General of Public Assets as agents-in-

focus seeking to modernise the practice did not really realise the consequences due to their 

unfamiliarity to the concept. In this vein, government accountants as agents-in-context had more 

power during the adoption process. It was reasonable given that the accountants played a critical 

role in bringing about accrual accounting at the macro level. Nonetheless, as time passed and the 

implementation phase began, the interaction between agents-in-focus and the accounting 

structure intensified. Implementation forced agents-in-focus to adjust their practices in 

accordance with accounting requirements. For instance, between 2007 and 2010 agents-in-focus 

had to devote substantial time to stocktake and asset valuation—as required by the accounting 
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standards. Agents-in-focus were also required to implement an asset depreciation system so that 

public assets could be more accurately presented in the balance sheet. The amount of work in 

relation to accounting issues delayed the execution of the strategic asset management framework 

prescribed in the asset management road map. This delay is evident in that the road map was 

revised several times. For agents-in-focus, it was an unintended consequence. However, the 

implementation phase saw agents-in-context sharing power with agents-in-focus, as agents-in-

focus accumulated their understanding of the change process. Subsequently, the struggle turned 

out to be an enabler in materialising the asset management framework in the last phase. Accrual 

accounting facilitated the development of the national balance sheet, which showed a high value 

of public assets. It prompted the emergence of the revenue centre notion, where the Directorate 

General of Public Assets was encouraged to utilise the assets and create revenue. Agents-in-

focus, those in charge of asset management, managed to take power and strengthen their social 

position because the organisation was potentially a main contributor of revenue to the national 

budget. Accounting managed to construct the meaning of asset value and eventually produce 

stronger asset management practice. Therefore, it implies continued use of accrual accounting. 

The transformation process is well documented through the interaction of agents-in-focus in asset 

management with other organisational stakeholders such as government accountants, line 

ministries and the Audit Board. Accordingly, this research managed to balance the view between 

structures and agents, that the revenue centre notion—which featured strategic asset 

management—was neither exclusively induced as a consequence of accounting reform nor solely 

the product of agents but an outcome of their interaction. Apart from that, the interplay 

demonstrates how agents-in-focus evolved over the phases and saw their role become 

increasingly important. In the adoption phase, they were less important than agents-in-context 

(government accountants), who massively promoted accrual accounting. Equally, agents-in-

focus were less significant than (accounting) structure, yet in the end they managed to take 

control and utilise the structure to signify, dominate and legitimate their action through the 

promotion of the revenue centre concept. It exhibits power shifting from structure to agents, from 

outside to inside. 

The change dynamic can be understood by the employment of strong structuration theory. It 

explains how agents-in-focus draw upon their conjuncturally-specific knowledge representing 

their understanding of the external structure (accounting) as well as their disposition (mainly 

prior experience and their expectation of public asset management) in the adoption, 

implementation and internalisation of accrual accounting The use of the theory in the area of 
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financial accounting and reporting offers a novelty, as it has commonly been employed in the 

management accounting field. Moreover, unlike most strong structuration theory studies that are 

static in nature, this thesis employs the theory across different stages to enable the discovery of 

the learning shift of agents-in-focus in a transformation process. The structuration process 

embedded in the adoption, implementation and internalisation of accrual accounting in the 

context of public asset management is illustrated using the quadripartite nature of structuration 

as follows. 

Figure 11. 1 Structuration process of the revenue centre notion 

 

The reform shows that resistance took place at the beginning, yet the process ended up with the 

continuation of accrual accounting use. 

While there has been extensive literature on public sector accrual accounting, this research shows 

a different perspective on how accrual accounting shapes further development of public asset 

management practice. It is only possible through the focus on the subsequent impact of accrual 

in other territories. The impact is channelled through the exertion of accounting techniques such 

as fair value measurement and depreciation, which asset management practice had to adjust to. 

The contribution of accrual accounting is evident in its way to create a new sense of value 

consciousness among actors in public assets management. 

Turning to the whole Indonesian Government context, this thesis illuminates how different 

people act differently in response to ‘best practice’ adoption—as shown by the conduct of staff 

at the Directorate General of Public Assets and government accountants. Furthermore, while 

prior literature in public sector accrual accounting emphasised the role of external forces in the 
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adoption, this role is not much seen in this study due to its focus on lower levels and the specific 

context of public asset management. Nevertheless, government accountants within the Ministry 

of Finance appeared to replace their function in mobilising the imposition of the accounting 

structure on public sector asset management practice (Rosser, 1999). It thus supports the notion 

that bureaucrats in Indonesia drove the policy (Harun, 2012) rather than merely adhered to 

institutional practice (isomorphism). 

Specifically for the revenue centre, the notion could be positioned as a continuing effect of New 

Public Management and accrual accounting in particular. The dynamic exhibits how accrual 

accounting changed people logic in viewing the possession of public assets. To some degree, it 

is in line with Ellwood and Newberry (2007), who argue that accrual accounting provides a 

means to advance the privatisation agenda. Looking from this lens, the impact of accrual 

accounting is consistent with structural adjustment programs that promote market discipline to 

the public sector in emerging economies. However, the extension of this consistency requires 

further research.  

11.3.  Research Contributions 
The current study contributes to the literature in several ways. Unlike prior studies in public 

sector accrual accounting (Harun, et al., 2012; Jagalla, et al., 2011; Olomiyete, 2014; Salvatore 

& Gesso, 2013), this is a meso-level study with a focus on the subsequent phase of the accrual 

accounting adoption. Firstly, the meso-level approach enables me to examine the change process 

in a more concrete situation (Coad, et al., 2016; Jack & Kholeif, 2008). The tangible situation 

appeared, for example, on how agents conducted asset registration and valuation as required by 

the accounting structure. While it has been acknowledged that accounting reform is the 

precondition for reform in public asset management, investigation around how the change 

process took place remained rarely conducted. This research, therefore, contributes by 

elucidating on the process of the adoption and implementation of accrual accounting in a specific 

context of public sector asset management. Secondly, the meso-level study allows the exploration 

of the transformation dynamics, where agents interacted particularly with the imposed structures. 

Hence, this study took into account both structures and agents during the change process. Prior 

research of public sector accrual accounting in the emerging economies focused more on the 

institutional aspects (Adhikari & Garseth-Nesbakk, 2016; Adhikari & Mellemvik, 2011; Harun, 

Van-Peursem, & Eggleton, 2015). The power dynamic is captured from the changing role of the 

key agent as well as their significance. Thirdly, the focus on the lower level could also unpack 

the further impact of accrual accounting adoption in the context of public sector asset 
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management in Indonesia, which is characterised by the emergence of the notion of the revenue 

centre. Through the development of the national balance sheet, accrual accounting constructed 

the meaning (Hines, 1988; Morgan, 1988) of the possession of public assets of high value and 

encouraged assets utilisation to raise revenue. It is a change in logic beyond the conventional use 

of public assets merely for public service provision. The notion of the revenue centre 

demonstrates a deeper impact of accrual accounting that hitherto remains underresearched. 

Additionally, this thesis introduces strong structuration theory as a dynamic framework that is 

employed across different phases of the reform. Strong structuration theory comes to the light to 

overcome the shortcomings of structuration theory in term of epistemological and 

methodological support, shown by its focus on the meso and ontic levels. Due to this focus, 

however, existing accounting literature tends to employ strong structuration theory for a specific 

time-study, thus static in nature. For example, Adhikari and Jayasinghe (2017) did not resume 

following the resistance of government accountants to adopt accrual accounting and further 

elaborate on where external structures might respond differently. As strong structuration theory 

pays more attention to the role of agents (Coad, et al., 2015; Harris, et al., 2016), it should allow 

the exploration of a change process  in a more dynamic way. It should even be useful for a 

comparative framework on how power and control change. The potential is exercised in this 

thesis across three different phases of adoption, implementation and internalisation to examine 

the process of change, the dynamics within the agents–structures interaction, and the learning 

shift of agents in responding to the emergent structures. My study shares a similarity with the 

work of Coad and Herbert (2009) in the sense that both employed longitudinal case study aimed 

to explore the dynamic structuration process. However, by dividing the longer period of study 

into three different phases, I intend to demonstrate how agents’ understanding of external 

structures in the past time influences their present agency, as well as how their current internal 

structures will determine the future conduct. This way enables me to trace changing interactions 

between agents and structures and emphasise agents’ learning process in the form of production 

and reproduction of structures.  

Lastly, this thesis also contributes by enriching the literature of public sector accrual accounting 

in the Indonesian context with its position of study at the national level as well as in emerging 

economies. Unlike prior works on public sector accrual accounting, this current study 

concentrates on the implementation and impact of accrual accounting in public sector asset 

management. The quality of belonging to this particular context allows an examination of 

interaction among agents which is different from such interaction at macro-level. While at the 
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macro-level the effort of agents promoting accrual accounting, in this case government 

accountants, was amplified by the presence of institutional pressures from the World Bank and 

IMF (Adhikari & Garseth-Nesbakk, 2016; Goddard, Assad, Issa, Malagila, & Mkasiwa, 2016; 

Hassan, 2015; Mbelwa, et al., 2019), the change process at specific context of public sector asset 

management was characterised by a deeper and dynamic interplay between the accountants and 

agents in charge of asset management which resulted in changing interaction and shift of power. 

The investigation of the dynamic interaction is facilitated by the use of strong structuration 

theory, thus exhibits theoretical implication of drawing on SST.  

11.4. Research Limitations 
Accrual accounting has been in place in the Indonesian public sector for more than a decade and 

it is seemingly going to be well established in the future. It includes the implementation of accrual 

accounting in the public sector asset management field. However, with respect to the impact of 

accrual accounting on public asset management, the policy addressed in this study remains 

ongoing. The limitation of dealing with immature implementation of accrual accounting is that 

accrual accounting information has not been optimally utilised, particularly for managerial 

purposes. Therefore, the analysis around the impact of accrual accounting could not be 

undertaken as broadly as it would be if the organisation fully used accrual information. While I 

focus on the impact following the presentation of public assets in the balance sheet, the limitation 

remains that this is the early stage of implementation. For instance, on the notion of the revenue 

centre, which illustrates the deepening impact of accrual accounting, it is yet to become evident 

whether the Directorate General of Public Assets managed to contribute significantly to the 

national budget. 

Moreover, this thesis focuses on the context of public sector asset management. The term ‘asset’ 

covers a wide array of items—from current to long term, and from tangible to intangible—yet 

this thesis only takes capital assets (long-term tangible assets) as representing the term. This 

focus should be considered in understanding the study, because different types of asset may have 

different characteristics from the capital assets. 

Particularly from the traditional positivism paradigm, one may criticise the methodological 

approach of this thesis, specially for its subjectivism. It is not new for qualitative research to 

encounter such an issue. Nevertheless, as discussed in Chapter 5, I do not completely leave 

objectivity. In fact, I subjectively construct the reality based on the objects collected from the 

field. While tying myself to the Merriam’s case study approach, I validate the evidence with her 
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suggestions—for example, through multiple data collection methods. It should be added also 

that, due to the methodological preference, I am fully aware that this study cannot be replicated 

and generalised to other context.  

I need to also mention other methodological limitations of this study. The first is related to the 

employment of strong structuration theory. Strong structuration theory overcomes the weakness 

of Giddens’s structuration theory by emphasising epistemology rather than ontology. One of the 

suggestions to fully benefit from the framework is to employ the theory from the beginning of 

research and let the theory guide the data collection. Therefore, many accounting studies using 

strong structuration theory preferred semi-structured interview in compliance with the 

methodological approach of the theory. I did not fully follow this suggestion. Instead of using 

semi-structured interviews, I employed in-depth interviews with the intention of obtaining thick 

and rich descriptions of the phenomenon being studied. However, a consequence of my decision 

in this matter might be recognised as a limitation of this study. Secondly, this study relied partly 

on interviews in gathering data. Most of the interviewees worked for the government. I had 

anticipated the possibility that they would feel uncomfortable and would not speak openly due 

partly to the fact that the conversation would be recorded. To cope with the circumstances, I 

clarified the purpose and benefits of the research. Nonetheless, this effort might not have 

completely eliminated the risk and therefore I should include this as a research limitation. 

11.5. Suggestions for Future Research 
Considering the limitations of the current research aforementioned, a future study that covered a 

longer period coverage and ably captured a much deeper impact of the policy is recommended. 

It would also be useful to investigate the extension of the impact in imposing market discipline 

to the public sector. Furthermore, this thesis examines at the meso level the adoption, 

implementation and internalisation of international best practice. In particular, it intends to 

discover the intense impact of the policy by taking into account the interaction between structures 

and agents. While the current focus is on accrual accounting in the public sector, similar research 

could be conducted on international best practice in other areas of accounting—for instance, 

performance budgeting, cost-based pricing of public services and public sector audit. These 

examples also share commonality with accrual accounting in their association with New Public 

Management philosophy. Study on these issues could enhance our understanding of how best 

practice, which is demanded partly by transnational forces, comes into effect in the context of 

emerging economies. 
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There also remains a possibility to enrich the literature by exploring a more specific context at 

the ontic level, where interaction among individuals takes place in a concrete situation. This study 

also introduces the use of strong structuration theory as a dynamic framework. A similar use of 

the framework in different areas is suggested. 

This research concentrates on one aspect of accrual accounting in public sector asset 

management—that is, on the role of accounting in incentivising the use of public assets to 

generate income. There are other implications of accrual accounting in public asset management 

that could provide research challenges. It is true that the dissimilarities between the public and 

private sectors introduce complexities into the implementation of private practices in the public 

sector landscape. Take capital charge for example. While capital charge remains less noticed 

within the current development of public sector accrual accounting, scholars may consider it 

interesting for future research.  

11.6. Policy Implications and Recommendations 
This study relates to a particular policy undertaken by the Indonesian Government. As such, there 

are a number of policy recommendations. The adoption of accrual accounting that was implicated 

in the modernisation of public sector asset management practice in Indonesia provides evidence 

on the important role of accounting in public sector reform. There is little doubt that government 

transparency and accountability have improved because of accrual accounting. The next 

challenges reside in how accrual accounting information can be utilised to improve the quality 

of public policies. The balance sheet, operations statement and other forms of financial 

statements come with meanings that offer useful inputs for policymakers. There should be a great 

difference between past practices, when a proper accounting system was absent, and current 

practices, when accounting has been integrated into government activites. Therefore, institutional 

capacity and human resources capability should be continuously enhanced. It will support the 

utilisation of accounting information to a greater degree as well as reduce possible internal 

conflicts, which are unhealthy for an organisation. 

This study specifically emphasises the contribution of the balance sheet to changing people’s 

logic in viewing the possession of public assets. While the notion of the revenue centre needs to 

be carefully considered, it is necessary to ensure appropriate management of these high-value 

public assets so achieve the greatest public benefit. Proper management should include the better 

use of public assets for public service provision, the utilisation of idle assets and the continuation 
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of support for the issuance of sharia bonds. It should also strengthen endeavours to combat 

corruption. 

There are also some policy recommendations for countries that do not yet adopt accrual 

accounting for their public sector, but intend to. I share a similar perspective drawing on literature 

that despite the potential advantages of accrual accounting for public sector, the process to adopt 

and implement it is somewhat complicated, burdensome and may create conflict. To mitigate the 

risk, the governments should specify a kind of benefits they plan to pursue by employing accrual 

accounting. It may fall into improving accountability as a common case worldwide. It also 

implies a necessity to step into the implementation gradually. It is not to mention about human 

capacity and their readiness which is another critical factor for sure. 

11.7. Concluding Remarks 
This final chapter summarised the content of the whole thesis. It recapped the main research 

findings and re-emphasised the contribution to the literature. Additionally, it presented the 

limitations of this research and recommended possible research for the future. As the object being 

studied related to public policy, the policy implications were also provided. 
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Judul Riset     : Evaluasi kritis terhadap akuntansi akrual dan program penyesuaian struktural 

pada manajemen aset sektor publik di Indonesia 
 
Researcher 
Name: Naf’an Widiarso Rafid 
Institute: Faculty of Business, Government, and Law, University of Canberra 
Phone: +61 414 959 089 
Email: nafan.rafid@canberra.edu.au 
 
Peneliti  

Nama: Naf’an Widiarso Rafid 
Institusi: Faculty of Business, Government, and Law, University of Canberra 
Phone: +61 414 959 089 
Email: nafan.rafid@canberra.edu.au 
 
Supervisor  
Name : Dr. Harun 
Phone : +61 (02) 6201 5960 
Email : harun.harun@canberra.edu.au 
 
Pembimbing  
Nama : Dr. Harun 
Phone : +61 (02) 6201 5960 
Email : harun.harun@canberra.edu.au 
 
Research Aim 
The aim of this research is to study accrual accounting adoption in the context of Indonesian 
public sector asset management. The objectives of this research are to understand how accrual 
accounting is mobilised, instituted and practised in the public sector asset management context 
in Indonesia, and to investigate the impact of accrual accounting adoption within the context of 
public sector asset management in Indonesia. This is academic research and the outcome will be 
written into a thesis for a doctoral program the at University of Canberra. 
 
Tujuan Riset 

Riset memiliki maksud untuk mempelajari adopsi akuntansi akrual dalam konteks manajemen 
aset sektor publik di Indonesia. Adapun tujuan dari riset ini adalah untuk memahami bagaimana 
akuntansi akrual digunakan, dilembagakan, dan dipraktikkan dalam konteks manajemen aset 
sektor publik di Indonesia. Juga untuk menyelidiki dampak dari adopsi akuntansi akrual dalam 
konteks manajemen aset sektor publik di Indonesia. Ini merupakan riset akademis yang hasil 
akhirnya akan dituangkan dalam sebuah disertasi program doktoral di University of Canberra. 
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Benefit of the Research 
This research is expected to contribute to the body of knowledge as well as public policymaking. 
Firstly, its contribution to the knowledge can be shown through the attempt to address the process 
of accrual accounting adoption in the public sector, representing how accounting change in a 
specific setting takes place. In this regard, influential factors including not only institutional 
aspects but also key actors will be emphasised to show the synthesis between structure/institution 
and agency. Secondly, it contributes by analysing the impact of the policy from a broad 
perspective, taking political, social and cultural influences into account. The context of this study 
in emerging economies is another potential significance of this research, as is the fact that the 
study was conducted at the Indonesian national level. 
In public policy making, this research is projected to enhance public financial management 
reform in Indonesia and public sector asset management in particular in which accrual accounting 
is the important feature. 
 

Manfaat Riset  

Riset ini diharapkan dapat memberikan kontribusi baik kepada ilmu pengetahuan maupun 
terhadap penyusunan kebijakan publik. Kontribusi kepada ilmu pengetahuan dapat diwujudkan 
melalui upaya untuk membahas proses adopsi akuntansi akrual di sektor publik yang 
menggambarkan bagaimana terjadinya perubahan akuntansi dalam konteks yang spesifik. 
Dalam hal ini, faktor-faktor yang menentukan baik dari aspek institusi maupun dari aspek aktor 
kunci akan dianalisis sebagai sintesis antara struktur/institusi dan agensi. Selanjutnya, riset ini 
berkontribusi melalui pemaparan dampak dari kebijakan adopsi ini dari perspektif yang luas, 
dengan memperhitungkan pengaruh politik, sosial, dan budaya. Konteks studi ini yang 
mengambil latar belakang negara berkembang akan menjadi hal penting lainnya, bersama 
dengan pilihan untuk melakukan riset di tingkat pemerintahan pusat di Indonesia.   
Dalam penyusunan kebijakan publik, riset ini diharapkan dapat meningkatkan reformasi 
manajemen keuangan negara di Indonesia, khususnya manajemen aset sektor publik di mana 
akuntansi akrual menjadi salah satu fitur penting. 
 

General Outline of the Research 
 
Due to the objective to build a deep understanding of the adoption of accrual accounting in the 
public sector, it is plausible to acknowledge that the policy is not simply connected to technical 
purpose; it is socially constructed and contextually bounded. Therefore, social constructionism 
is considered appropriate epistemology. In social constructionism, qualitative research methods 
will support gathering of valid evidence.  
 
Document analysis and interviews will therefore be the main research methods for data 
collection. The most important sources for document analysis will be official documents, such 
as law, regulations, government reports (including annual financial statements) and audit reports 
(from the Supreme Audit Boards). Data will also be collected through correspondence, working 
papers, external reports, speeches, policy papers and other public record information (magazines, 
newspapers and proceedings). Interviews will primarily be unstructured (in-depth) interviews 
that follow a general area of interest and concern but allow the participant to say whatever they 
want within the area. 
 
For data analysis, this study will construct general themes from the collected data about how 
structures and agents interplay in the process of accrual accounting adoption. This approach is 
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called thematic analysis. It provides a tool to obtain codes based on the participants’ intuition, 
observation and experience. 
 
Gambaran Umum Riset  

 
Mengingat tujuan dari riset ini adalah untuk mengembangkan pemahaman yang mendalam 
terhadap adopsi akuntansi akrual di sektor publik, dapat dipahami bahwa kebijakan adopsi 
tersebut tidak serta merta berkaitan dengan aspek teknis, melainkan bahwa dia terkonstruksi 
secara sosial dan terikat secara kontekstual. Dengan demikian, konstruksionisme sosial 
dipertimbangkan sebagai epistemologi yang sesuai dan oleh karenanya metode riset kualitatif 
dipandang tepat untuk memperoleh bukti yang valid.   
 
Analisis dokumen dan wawancara akan menjadi metode pengumpulan data yang utama. 
Dokumen sumber terpenting adalah peraturan dan laporan pemerintah (termasuk laporan 
keuangan tahunan) dan laporan audit (dari BPK). Data juga akan dikumpulkan dari 
korespondensi, laporan yang dikeluarkan pihak eksternal, pidato, kertas kerja kebijakan, dan 
informasi publik lainnya (majalah, surat kabar). Wawancara akan dilakukan secara tidak 
terstruktur (mendalam) tentang satu topik tertentu, yang memberikan keleluasaan kepada 
partisipan untuk mengungkapkan apa yang ingin mereka ingin ungkapkan.   
 
Untuk analisis data, riset ini akan mengembangkan tema umum dari data yang diperoleh tentang 
bagaimana struktur dan agensi saling berkaitan dalam proses adopsi akuntansi akrual. 
Pendekatan yang disebut sebagai analisis tema ini menyediakan instrumen untuk memperoleh 
hasil berdasarkan intuisi, pengamatan, dan pengalaman partisipan.   
 
 
Participant Involvement 
Participants who agree to be involved in the research will be requested to: 

1) take part in an in-depth interview at an agreed time and venue. During the 60-minute 
interview, participants will articulate their knowledge, experience and opinion regarding 
accrual accounting and public sector asset management. The conversation will be 
recorded with the participant’s consent and transcribed for data analysis. 

2) present relevant documents in regard to the interview questions. 
 

Participation in the research is completely voluntary and participants may, without any penalty, 
decline to take part, withdraw at any time without providing an explanation or refuse to answer 
a question. 
 
Keikutsertaan Partisipan 

Partisipan yang setuju untuk terlibat dalam riset ini akan diminta untuk: 
1) berpartisipasi dalam interview dengan peneliti dengan jadwal dan tempat yang 

disepakati. Dalam kurang lebih 60 menit waktu wawancara, partisipan akan 
menceritakan pengetahuan, pengalaman dan pendapat mereka terkait akuntansi akrual 
dan manajemen aset sektor publik. Pembicaraan ini akan direkam atas ijin partisipan 
dan selanjutnya akan ditranskrip untuk data analisis. 

2) memberikan dokumen yang relevan terkait dengan pertanyaan wawancara. 
 
Partisipasi dalam riset ini adalah sepenuhnya sukarela dan partisipan berhak, tanpa ada sanksi, 
menolak berpartisipasi atau menarik diri dari partisipasi kapan pun tanpa perlu memberikan 
penjelasan, atau menolak menjawab suatu pertanyaan.  
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Confidentiality 
Only the researcher will have access to the individual information provided by participants. 
Privacy and confidentiality will be assured at all times. The research outcomes may be presented 
at conferences and written up for publication. However, in all these publications, the privacy and 
confidentiality of individuals will be protected. 
 
Kerahasiaan 

Hanya peneliti yang memiliki akses atas informasi individu yang disampaikan partisipan. Privasi 
dan kerahasiaan partisipan dijamin setiap waktu. Hasil riset mungkin dipresentasikan dalam 
suatu konferensi dan ditulis untuk publikasi. Namun, dalam semua publikasi tersebut, privasi 
dan kerahasiaan individu akan dilindungi. 
 
Anonymity 
No reports and publications of the research will contain any information that can identify any 
individual and all information will be kept in the strictest confidence. 
 
Anonimitas 

Semua laporan dan publikasi riset tidak mengandung satu pun informasi yang dapat 
mengidentifikasi perseorangan dan semua informasi akan disimpan dengan tingkat kerahasiaan 
tertinggi.   
 
Data Storage 
The information collected will be stored securely on a password protected computer throughout 
the project and then stored at the University of Canberra for the required five-year period, after 
which it will be destroyed according to university protocols. 
 
Penyimpanan Data 

Informasi yang diperoleh akan disimpan secara aman dalam suatu komputer yang ber-kata sandi 
sepanjang masa proyek ini dan selanjutnya disimpan di University of Canberra selama periode 
lima tahun yang disyaratkan, untuk selanjutnya akan dihancurkan sesuai dengan ketentuan 
universitas.  
 
Ethics Committee Clearance 
The project has been approved by the Human Research Ethics Committee of the University 
(HREC – 17-127). 
 
Persetujuan Komite Ethic 

Riset ini telah disetujui oleh Human Research Ethics Committee of the University (HREC –17-
127).  
 
Queries and Concerns 
Queries or concerns regarding the research can be directed to the researcher and/or supervisor. 
Their contact details are at the top of this form. You can also contact the University of Canberra’s 
Research Ethics & Integrity Unit. You can either contact Mr Hendryk Flaegel via phone 
+61 2 6201 5220 or Ms Maryanne Simpson via phone +61 2 6206 3916 or email 
humanethicscommittee@canberra.edu.au.  
 
If you would like some guidance on the questions you could ask about your participation please 
refer to the Participants’ Guide located at 

mailto:humanethicscommittee@canberra.edu.au
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http://www.canberra.edu.au/ucresearch/attachments/pdf/a-m/Agreeing-to-participate-in-
research.pdf. 
 
Pertanyaan dan Perhatian 

Pertanyaan dan hal-hal yang menjadi perhatian berkaitan dengan riset ini dapat diarahkan 
kepada peneliti dan/atau pembimbing. Detail kontak mereka ada di bagian atas formulir ini. 
Anda juga dapat menghubungi University of Canberra’s Human Research Ethics & Integrity 
Unit, Mr Hendryk Flaegel melalui telephone +61 2 6201 5220, Ms Maryanne Simpson melalui 
telephone  +61 2 6206 3916  atau email humanethicscommittee@canberra.edu.au. 
 
Jika Anda ingin mengetahui lebih lanjut mengenai beberapa petunjuk atas pertanyaan yang 
dapat Anda ajukan mengenai partsipasi Anda, silahkan merujuk ke the Participants’ Guide di  
http://www.canberra.edu.au/ucresearch/attachments/pdf/a-m/Agreeing-to-participate-in-
research.pdf 
 

  

  

http://www.canberra.edu.au/ucresearch/attachments/pdf/a-m/Agreeing-to-participate-in-research.pdf
http://www.canberra.edu.au/ucresearch/attachments/pdf/a-m/Agreeing-to-participate-in-research.pdf
mailto:humanethicscommittee@canberra.edu.au
http://www.canberra.edu.au/ucresearch/attachments/pdf/a-m/Agreeing-to-participate-in-research.pdf
http://www.canberra.edu.au/ucresearch/attachments/pdf/a-m/Agreeing-to-participate-in-research.pdf
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Appendix 3: Consent Form 
 
Consent Form 
 
 
 
Research Title 
“A critical evaluation of accrual accounting and structural adjustment programs on Indonesian 
public sector asset management” 
 
Consent Statement 
I have read and understood the information about the research. I am not aware of any condition 
that would prevent my participation, and I agree to participate in this research. I have had the 
opportunity to ask questions about my participation in the research. All questions I have asked 
have been answered to my satisfaction. 
 
Please indicate which parts you agree to by putting a tick mark in the relevant box: 
 
 I agree to participate in an interview with the researcher. 
 I agree to this interview being recorded. 
 I agree to provide supporting data such as documents, if available, to the researcher in 

relation to the interview questions. 
 
 
Name  :  …………………………………………………….……………………........…  
 
Signature :  
......................................................………………………………………………. 
 
Date    : 
……………………………………………………………………………………. 
 
 
A summary of the research report can be forwarded to you when published. If you would like to 
receive a copy of the report, please include your mailing (or email) address below. 
 
Name:  ………………………………………………….…………….....………. 
 
Address (email):  ………………..……………………………………….………………….. 
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Appendix 4: Invitation to Participate in a Research 
 

Invitation to participate in research 

Research title: A critical evaluation of accrual accounting and structural adjustment programs 
on Indonesian public sector asset management 

Dear Mr/Mrs/Ms 

In regard to my research titled ‘A critical evaluation of accrual accounting and structural 
adjustment programs on Indonesian public sector asset management’, I am inviting your 
participation as a respondent. The research is conducted as a part of my doctoral program at 
Faculty of Business, Government, and Law, University of Canberra, Australia. The research aims 
to study accrual accounting adoption in the context of Indonesian public sector asset 
management. 

You are invited to be involved in a 60-minute interview to share your knowledge, experience and 
opinions regarding accrual accounting and public sector asset management. The interview will 
be recorded with your consent and transcribed for data analysis. You also will be asked to give 
related documents, if possible, regarding the interview questions. 

Your participation is completely voluntary and you may, without any penalty, decline to take 
part, withdraw at any time without providing an explanation or refuse to answer a question. A 
consent form for your approval will be provided beforehand. 

Only the researcher will have access to the individual information provided by participants. 
Privacy and confidentiality will be assured at all times. The research outcomes may be presented 
at conferences and written up for publication. However, in all these publications, the privacy and 
confidentiality of individuals will be protected. 

This research has been approved by the Committee for Ethics in Human Research of the 
University of Canberra. Should you have any questions about the research, please contact the 
researcher below. 

Thank you for your participation. 

 

Best regards, 
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Chief Investigator: 
Naf’an Widiarso Rafid 
Faculty of Business, Government, and Law, University of Canberra, ACT 2601, Australia 
Tel. +61 414 959 089 
Email: nafan.rafid@canberra.edu.au  
 
 
Supervisor: 
Dr. Harun 
Faculty of Business, Government, and Law  
University of Canberra, ACT 2601, Australia 
Tel. +61 (02) 6201 5960 
Email: harun.harun@canberra.edu.au 

 

  

mailto:harun.harun@canberra.edu.au
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Appendix 5: List of Interviewees 
Table A1 List of interviewees 

No. Code Institution/Organisation Position Date of 
Interview 

Duration 
(minutes) 

Phase 
Discussed 

1 SC-1 Government Accounting 
Standard Committee 

Member,   
Accountant 

16/08/2017 
07/09/2017 

40 
6 

Adoption 

2 TR-1 Directorate General of 
Treasury/ Public Finance 
Management Reform-related 
Laws Formulation Team 

Former Senior 
Official/ Member 

23/08/2017 100 Adoption 

3 SA-1 Directorate General of State 
Asset 

Head of Branch 
Office 

28/08/2017 50 Implementation 
Internalisation 

4 SA-2 Directorate General of State 
Asset 

Head of Regional 
Office 

29/08/2017 30 Implementation 
Internalisation 

5 SA-3 Directorate General of State 
Asset 

Former Director, 
Accountant 

30/08/2017 80 Adoption 
Implementation 
Internalisation 

6 MF-1 Ministry of Finance/ Public 
Finance Management 
Reform-related Laws 
Formulation Team 

Senior Official/ 
Member, 
Accountant 

30/08/2017 65 Adoption 
Internalisation 

7 SC-2 Government Accounting 
Standard Committee 

Member, 
Accountant 

30/08/2017 55 Adoption 

8 SA-4 Directorate General of State 
Asset 

Deputy Director/ 
Former Section 
Head 

07/09/2017 90 Implementation 
Internalisation 

9 SA-5 Directorate General of State 
Asset 

Head of Branch 
Office 

11/09/2017 60 Implementation 
Internalisation 

10 SA-6 Directorate General of State 
Asset 

Section Head 11/09/2017 
22/09/2017 

20 
40 

Implementation 
Internalisation 

11 SA-7 Directorate General of State 
Asset 

Senior Official/ 
Former Deputy 
Director, 
Accountant 

12/09/2017 
20/09/2017 

40 
50 

Adoption 
Implementation 
Internalisation 

12 AB-1 State Audit Board  Senior Auditor 13/09/2017 60 Implementation 
 

13 MF-2 Ministry of Finance/ Public 
Finance Management 
Reform-related Laws 
Formulation Team 

Former Senior 
Official/ 
Member, 
Accountant 

14/09/2017 90 Adoption 
Implementation 
Internalisation 

14 SA-8 Directorate General of State 
Asset 

Senior Official 15/09/2017 60 Implementation 
Internalisation 

15 SA-9 Directorate General of State 
Asset 

Section Head 15/09/2017 40 Implementation 
Internalisation 

16 MF-3 Ministry of Finance Senior Official 15/09/2017 35 Internalisation 
17 SA-

10 
Directorate General of State 
Asset 

Former Section 
Head 

18/09/2017 105 
 

Implementation 
Internalisation 

18 AC-1 University Academic 19/09/2017 45 Adoption 
Implementation 
Internalisation 
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No. Code Institution/Organisation Position Date of 
Interview 

Duration 
(minutes) 

Phase 
Discussed 

19 ET-1 Financial Education and 
Training Agency 

Lecturer 20/09/2017 45 Implementation 
 

20 ET-2 Financial Education and 
Training Agency 

Lecturer 20/09/2017 40 Implementation 
 

21 SA-
11 

Directorate General of State 
Asset 

Deputy Director 22/09/2017 50 Implementation 
Internalisation 

22 TR-2 Directorate of Accounting 
and Financial Reporting 

Section Head, 
Accountant 

28/09/2017 70 Implementation 
 

23 SA-
12 

Directorate General of State 
Asset 

Deputy Director, 
Accountant  

28/09/2017 40 Implementation 
Internalisation 

24 SA-
13 

Directorate General of State 
Asset 

Division Head/ 
Former Section 
Head 

29/09/2017 45 Implementation 
Internalisation 

25 MF-4 Secretariat General of MoF Division Head 29/09/2017 30 Internalisation 
26 TR-3 Directorate of Accounting 

and Financial Reporting 
Section Head, 
Accountant 

29/09/2017 40 Implementation 
 

27 TR-4 Directorate of Accounting 
and Financial Reporting 

Former Deputy 
Director, 
Accountant 

03/10/2017 60 Implementation 
 

28 SA-
14 

Directorate General of State 
Asset 

Former Director 05/10/2017 120 Adoption 
Implementation 
Internalisation 

29 AB-2 State Audit Board/ Public 
Finance Management 
Reform-related Laws 
Formulation Team 

Former Auditor 
General/ 
Member, 
Accountant 

06/10/2017   60 Adoption 
Implementation 
Internalisation 

30 LM-1 Line Ministry Senior Official 09/10/2017 40 Implementation 
Internalisation 

31 MF-5 Ministry of Finance Senior Official 10/10/2017 45 Internalisation 
32 LM-2 Line Ministry Senior Official 10/10/2017 60 Implementation 

Internalisation 
33 SA-

15 
Directorate General of State 
Asset 

Head of Regional 
Office 

17/10/2017 65 Implementation 
Internalisation 

 

 


