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Abstract
In the current information technology era, most of the government agencies are using
computerised accounting information system in preparing their financial statements. An
effective fully integrated accounting information system is important in order to improve the
transparency and accountability of the government's financial management, and also to
increase the efficiency of public resources management. With the effective system, it is possible
to avoid wastage and inefficiency in the usage of public resources. Realise the benefits of the
effective accounting information system in the government financial management system,
therefore, this study is conducted to examine the impact of computerised accounting
information system on organisational performance. Data was collected by questionnaire survey
and a sample of 643 of government agencies in Putrajaya, Kuala Lumpur and Selangor. A
descriptive statistical tools and structural equation modelling were employed in the data
analysis. From the users’ perspectives, they perceived that the effectiveness of accounting
information system has significant contribution on organisational performance. While, a path
analysis showed that the effectiveness of accounting information system has insignificant
relationship with the organisational performance but indirectly has significant relationship on
the organisational performance.
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Introduction
The current technological revolution has encouraged organisations to acquire and
implement advanced computerised systems that enable organisations to efficiently accomplish
all undertakings including financial administration. Realise the benefits of the technology, most
of the organisations, including government agencies, they have attempted to embrace the
advancement of the technology to improve the efficiency of their organisations. In accounting
field, this evolution has transformed the accounting information flow within and outside the
organisations (Wan Zakaria, 2011). It replaces inefficient traditional paper-based manual
accounting system to the more advanced system.
For the government agencies, the purpose of accounting system is to prepare the
government's financial statements to demonstrate government’s financial position, cash flows
and financial performance. In Malaysia, especially financial statements of the Federal
Government agencies, their financial statements are prepared annually by the Accountant
General in accordance with Section 16 [1] of the Financial Procedure Act 1957 [Act 61], the
Government Accounting Standards and International Public Sector Accounting Standard
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(IPSAS). The Accountant General consolidates financial information from all the accounting
offices of the Accountant General of Malaysia (AG) and the Ministries. The common elements
of government financial statements are Statement of Financial Position, the Statement of Cash
Receipts and Payments, Statements of Financial Performance, Memorandum Account
Statement with Notes to Financial Statements. According to Malaysia National Audit
Department’s report, there were several shortcomings concerning the financial management
system of the Malaysian Government for many years such as:







Expenditure over and above what was necessary;
Extra allocation requested by appropriate agencies not correctly spent;
Auditing records not updated;
Stores and accounting assets not appropriately managed;
Insufficient internal control for earning collection; and
Weak in management system of development projects.
(Yaakob et al., 2009 & Ahmad Sarji, 1994)

Therefore, a number of concrete actions have been taken including the implementation of
computerised accounting information systems (CAS) in the government agencies in order to
assist them to discharge their accountabilities in an efficient, effective and responsive way
(Siddiquee, 2005; Tayib et al., 1999). An effective accounting information system may provide
proper accounting records to help the organisations to achieve the desired outcomes
(effectiveness), to meet the needs of the public and as a safeguard against corruption and fraud.
With the effective system, it might able to tackle large-scale government deficits for the
sustainability and long-term stability of public resources. On the other hand, a poor system will
adversely affect the efficiency and accountability of public sector agencies, which is linked to
the failure of public sector accounting, expenditure control, cash management, auditing,
management of financial records and defective deficit financial system. This indicates that
effective systems result in organisational growth with the optimisation of their operation and
national economic development. Since the Malaysian Government has spent millions of dollars
over the years in implementing and maintaining the sustainability of the accounting information
systems within government agencies (Wan Zakaria, 2011), therefore it is important for the
government to measure the benefits of the system for the following reasons (MAMPU, 2011):








To evaluate the actual performance versus what is expected or targeted;
To budget so as to ensure that resources are allocated to the right areas of concern and
for specific goals to be achieved;
To control so as to ensure the objectives are achieved and the spending stays within
budget;
To motivate by setting significant goals to achieve and celebrate the accomplishments
made;
To promote success to the stakeholders and clients;
To learn the reasons behind a poor or good performance; and
To improve service delivery based on performance measurements and feedback.

Literature Review
Government agencies in most developing countries have adopted computerised accounting
information systems to improve their public financial management such as to support the
general management and budgetary decisions, to discharge fiduciary responsibilities, and to
prepare financial reports and statements for the ministries, funding agencies and other
government agencies (Rodin-Brown, 2008). As an important organisational mechanism, the
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system can also help to achieve organisational strategic goals, to strengthen internal control
(Ilias et al., 2007; Sottie, 2003) and to enhance accountability and corporate governance in
public agencies (Chene, 2009; Namogang, 2007; Sottie, 2003). It shows that the system has had
a positive impact on a broad range of areas, such as aggregate financial management,
operational management, public governance and fiduciary risk management (ACCA, 2010).
Though, in many developing countries, the government accounting information systems (i.e.
budget execution and accounting information systems) are still not developed enough to achieve
the desired functionality and have limited benefits. Their accounting and financial management
systems are relatively deficient or imperfect and described as inadequate by some prior studies
that may adversely affect the systems (Onumah & Simpson, 2008; Aziz, 2003; Nur Barizah &
Suhaiza, 2010). Therefore, it is also possible that the adoption of computerised systems in their
financial and accounting information system may come with some unintended consequences
and adverse effects on the functioning of the system used (Diamond & Khemani, 2005). For
example, the system adopted in the Canadian Government have failed to generate the quarterly
financial and non-financial reports needed (Walker, 2009). As a result, the system unable to
provide accurate, complete and transparent accounting information to demonstrate their
financial position to the parliament or other interested parties (Diamond & Khemani, 2005).
Due to complexities of public financial management, it is important to keep the system up to
date and adequate to be used by federal government, state government and local authorities in
managing public resources.
Government Accounting Information System
In government agencies, the most common term used for the accounting information system
is government financial management information system (GFMIS). It is automated financial
management operation system to track financial events and summarise information, support
adequate management reporting, policy decisions, fiduciary responsibilities, and prepare
auditable financial statements. With the advancements in technology, the system allows
accountants to manage financial information relating to their specific accounting tasks. It seems
that the appearance and expansion of the concept and practice of computerised accounting
information systems means the full computerisation of business accounting information flows,
and how to achieve the processing and storage of information, irrespective of whether it is an
internal activity or business relations with the outside (Radu & Necula, 2011).
The system is normally designed to allow for decentralised data entry, reliability, accuracy
and generation of timely information (Namogang, 2007), compliance with budget laws and
other public finance rules and restrictions that require an entirely different set of accounting and
reporting (Rodin-Brown, 2008). The system can store, organise and access all financial and
approved budget information easily, and complete inventories of financial assets and liabilities
(Rodin-Brown, 2008). Additionally, the system not only helps governments to control their
finances, but can enhance transparency and accountability, reduce political discretion and act
as a deterrent to corruption and fraud (Rodin-Brown, 2008). It also processes financial
information and supports decision tasks in the context of coordination and control of
organisational activities (Nicolaou, 2000) with the continuous access to information updated in
real time, which favourably influences the quality of decisions (Radu & Necula, 2011). In other
words, the system should able to support capacity building in the area of financial
administration in the Ministry of Finance, line ministries (all other ministries), budgetary units,
governorates and districts by providing greater fiscal transparency in posting the approved
budgets, allocations and monthly, quarterly and annual budget execution reports (Darem et al.,
2008).
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Figure 1: Basis of Computerised Accounting Information System
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Source: World Bank (2005)
However, as a computerised system is complicated, expensive and difficult to manage and
maintain (Rodin-Brown, 2008), it may lead to deleterious effects on the whole public financial
management system causing unreliable revenue and expenditure data for budget planning,
monitoring, expenditure control and reporting (Diamond & Khemani, 2006). The problems may
result in the poor management of public resources with a large build-up of arrears, excessive
borrowing, pushing up interest rates, crowding out private sector investments, misallocation of
resources, and undermining the effectiveness and efficiency of service delivery (Diamond &
Khemani, 2006). Therefore, it is important to evaluate the ability of the existing system in order
to avoid or eliminate potential and existing problems within organisations.
Information Technology and Organisational Performance
Organisational performance indicates the effect or contribution of information technology
on overall organisational performance (Cho, 2007; DeLone & McLean, 2003). It is related to
the intermediate process level and the organisation-wide level, and comprises both efficiency
impacts and competitive impacts, which may improve, reduce or have no effect on
organisational performance (Melville et al., 2004). The purpose of performance measures is to
achieve goals, monitor, guide and improve all the business functions of the whole organisation
(Marri et al., 2000). However, it is difficult to measure directly the IT/IS contribution to
organisational performance (Gelderman, 1998). As each of the organisations has gone through
an adaptation adjustment or change process (Bi & Zhang, 2008), different approaches have
been used to assess the impact of IT on organisational performance. In general, organisational
performance can be measured on the improvement of operational performance and profitability
(Olugbode et al., 2008), current performance relative to past performance (Grover et al., 1996),
productivity improvement (Banker et al., 2002b), organisational process improvement (Bi &
Zhang, 2008; Chang & King, 2000), achieving stated goals (United Nations, 2003),
improvement in work processes, effectiveness in decision-making and intensification in
controlling the organisation (Saarinen, 1996). However, Rom et al. (2007) claimed that
performance can be measured by a number of variables, including share prices and the financial
matrices available from archival databases. Therefore, the common practice to measure the
performance of any business is using a financial scale (Sedera et al., 2001), such as return on
investment (ROI), return on capital employed (ROCE), and economic value added (Ling et al.,
2005). However, the use of only financial measures for evaluating the success (or failure) of an
organisation can be misleading because the measuring method must encompass the tangible as
well as the intangible resources of an organisation (Sedera et al., 2001). It is important to
incorporate appropriate measures that are linked to the system’s strategic role, and even the
organisation’s strategic objectives (Heo & Han, 2003). However, the results produced from
previous studies were inconclusive (Rangriz, 2011).
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There are various angles to organisational performance measurement for both the
government and private agencies. The performance level of the private and government sectors
are expected to be similar whereas the performance quality of the government service is to
match with the quality in the private sector (Parhizgari & Gilbert, 2004). However, since the
nature of the business of each sector is different, not all the criteria used in measuring
performance of the private agencies are suitable for the government agencies (Agourram, 2009).
The uniqueness of each sector should dictate the criteria or the measurements used in the
particular sector. Parhizgari et al. (2004) believed that the internal structures and processes can
be used to benchmark and demonstrate the performance of each sector. However, due to such
differences, some studies have used different criteria of organisational performance. For
example, the private agencies mainly focus on profit making (profit-driven) and are usually
customer-oriented. Naturally, the measurements used are closely associated with financial
measures (Parhizgari & Gilbert, 2004; Sedera et al., 2001), such as share prices and financial
matrices (Rom & Rohde, 2007). However, the government agencies are generally not profitoriented. They are more politically driven and are led by elected officials who are supposed to
be accountable to their constituents or stakeholders (Parhizgari & Gilbert, 2004). Therefore,
Cao et al. (2009) made a comparison of the organisational impacts from two perspectives:
private (Chinese agencies) and government (Malaysian government agencies). They found that
some respondents in Chinese private agencies emphasised that organisational impacts are
related to changes in the business process, while Malaysian respondents indicated that
organisational impact has a significant impact on cost reduction and overall productivity. In
addition, Rangriz (2011) believed that to achieve a better situation the contributions of ICT on
private agencies and their impact on corporate performance, five approaches were identified as
follows: evaluation approach based on the social psychology, evaluation approach based on the
analysis competitive, evaluation approach based on strategic alignment, approach based
assessment process and the evaluation approach resource-based.
In the government sector, the use of IT has helped governments in administrative
modernisation in the areas of accounting, finance, project management, inventory control and
counter service operations. The quality of service in PSAs is generally perceived to be poor, the
use of IT is widely expected to improve the quality of services and productivity in the
government sector. Therefore, Garicano (2007) examined to what extent IT is related to an
organisation’s effectiveness, organisation’s change and productivity in the sector. However,
they found that IT makes a small contribution to productivity compared to organisational
effectiveness and change. This is because public sector agencies are only likely to enjoy the
benefits of computerisation when they identify the specific ways the new information and data
availability interact with existing organisational practices and make adjustments accordingly.
In contrast, Bierstaker et al. (2001) indicated significant productivity gains following IT
implementation, documenting the value impact of IT on an organisation from quantitative
analysis. However, the best way to measure the impact in the government sector is through
improved performance in achieving their stated goals (United Nations, 2003).
Methodology
This study employs a questionnaire-based survey for the data collection and SEM as its tool
for data analysis. Data were collected from users CAS in Malaysian federal ministries and
agencies in the Federal Administrative Centres of Putrajaya, Kuala Lumpur and Selangor.
AMOS 18.0 was used to analyse the hypotheses generated by following the two-step analytical
procedure suggested by Hair et al. (2010). In the analysis, the measurement model was
evaluated first then followed by the structural model. The structured questionnaire measured
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the impacts of the system on organisational performance in terms of service efficiency,
organisation’s productivity, organisation’s facilities, internal process efficiency, quality of
customer service and coordination with other departments.
Findings and Discussions
Employing IT such as computerised accounting information system into organisations
processes and activities has led to the changes in the organisational structures and strategies
which affects the performance of organisations, such as through the elimination of inefficiency;
reduction of long-term cost; improved service reliability and reduced transaction errors (Tippins
& Sohi, 2003). Therefore, the organisational performance is defined as an accumulated end
result of the organisational process and activity, which are measured by an organisation’s
working and activity (Wheelen & Hunger, 2000). Therefore, with regard to organisational
performance, this study examined the perceptions of the users of CAS regarding the
organisation’s mission related outcomes. The results showed that the users perceived that the
system has most significant impact on the efficiency of internal control (93.6%, mean=4.26),
followed by organisations’ productivity (mean=4.17), efficiency and expeditious services
(87.6%, mean=4.14), quality of customer service (87.4%, mean=4.13) and organisation’s
facilities (77.8%, mean=3.93). In general, it seems that the users perceived that the CAS is an
appropriate tool to improve the performance of the organisation. For individual item reliability,
composite reliability, and average variance extracted (AVE), the outputs of the analysis are
shown in the tables below.
Since the objective of this study is to examine whether any relationship exists between the
effectiveness of CAS (caseff) and organisational performance (org), this study proposed that:
H1: Accounting information system has significant impact on the organisational
performance.
H0: Accounting information system has no significant impact on the organisational
performance.
Previous studies (Bani-Hani et al., 2009; Shaukat & Zafarullah, 2009) indicated that there
is a significant positive relationship between management information system (MIS) and
organisational performance (i.e. efficiency and effectiveness), which implies that the higher the
efficiency of the management information system, the higher the organisation’s performance.
In contrast, this present study found that the statistical analysis result showed that the path is
not significant at the significance level of 0.05 with a negative value of -0.231. Hence, the
alternate hypothesis is rejected while null hypothesis is accepted which describes that
accounting information system has no significant impact on the organisational performance.
However, it was revealed that CAS effectiveness has an indirect impact on the organisational
performance which is positive and significant with a value of 0.204. This finding is supported
and consistent with the study done by Stone et al. (2007) which is tasks performed will improve
individual performance, and, ultimately, organisational performance. The evidence indicated
that the effectiveness of the system used was more likely to improve the system in performing
specific tasks, which, indirectly, reflects on individual performance and organisational
performance.
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Table 1: Result of the Structural Equation Model
Hypotheses
Standardised loadings
caseff
org
-0.231
Table 2: The Correlation between Constructs
Constructs

caseff

org

caseff
1.000
org
0.543
1.000
Table 3: Squared Correlation Values and Average Variance Extracted
caseff
org
Constructs
caseff
1.000
org
(0.73)
1.000
0.30
Note: The AVE in parentheses and squared correlation values in italic.
Table 4: Squared Multiple Correlation for the CAS Effectiveness Model
Variables
Estimate (SMC)
casef
0.816
f
org
0.597
Table 5: Regression Weights for the CAS Effectiveness Model
P
Correlations
Estimate S.E. C.R.
value
org <--- caseff -0.308
0.155 -1.992 0.046*
*** p value is statistically significant at the 0.01 level (two-tailed)
* p value is statistically significant at the 0.05 level (two-tailed)
There were mixed results concerning the impact of computerised accounting information
system in the government sector. From this study, it concludes that the CAS effectiveness had
no direct impact on the organisational performance outcomes, however, indirectly, the CAS did
impact on the organisational performance.
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