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CV MENA 

In -a-Nutshell  
 
 
Connecting Voices (CV) Middle East and North Africa (MENA) is a 
regional initiative and partnership that promotes governance and 
improved financial management practices in the public and private 
sectors. The ultimate aim is to support the demands of citizens 
throughout the Arab World for jobs, better governance, a voice in 
public affairs, and social and economic inclusion as reflected in the 
²ƻǊƭŘ .ŀƴƪΩǎ a9b! wŜƎƛƻƴŀƭ ǎǘǊŀǘŜƎȅΦ  CV MENA plans to seize on the 
windows of opportunity available in the region. It will support capacity 
building in the area of governance, facilitate the development of a 
professional community, as well as the sharing and transfer of 
knowledge both within countries and within the region as a whole.  CV 
MENA will help foster greater transparency and accountability, thereby 
engendering enhanced public trust. In addition, building public and 
private sector governance and financial management capacity will also 
help attract and provide comfort to much-needed foreign direct 
investment in the region.  
 

 
 

/±a9b! ǿƻƴ ǘƘŜ ²ƻǊƭŘ .ŀƴƪΩǎ нлмо a9b! 
 Vice President Team Award

 

 
 

The Exchange is a major annual forum that provides a channel for dialogue, 
enabling countries to share experiences and promote societal-governmental 
consensus building. It fosters intra-regional cooperation and stimulates 
interest in improving public sctor governance, public financial management, 
and corporate governance and financial reporting in MENA. The Exchange 
facilitates knowledge-sharing from transitional democracies and showcases 
successful experiences from fragile and conflict states.  The Exchange starts 
where public sector and public financial management diagnostics leave off, 
that is, in supporting the creation of an enabling environment for reforms to 
move from concept to reality.  It helps catalyze innovative activities to develop 
regional public goods and enables the World Bank to fulfill its mission as a 
ά{ƻƭǳǘƛƻƴǎ .ŀƴƪΦέ 

A Boot Camp is a practical and innovative concept.  It involves gathering a 
group of decision-makers and experts to address a particular issue through 
focused and intensive discussion that takes into account both technical and 
non-technical factors. After thoroughly examining the issue, the group 
develops possible solutions and a work program to help implement them. The 
experience is documented in a Solutions Paperτa brief note describing how 
a specific challenge or problem is addressed in a collaborative and pragmatic 
fashion. The Boot Camps, together with the Solutions Lab and discussions in 
Maarefah όάƪƴƻǿƭŜŘƎŜέ ƛƴ !ǊŀōƛŎύΣ ŦŜŜŘ ƛƴǘƻ ǘƘŜ ŘŜǎƛƎƴ ƻŦ ǘƘŜ 9ȄŎƘŀƴƎŜ ŀƴŘ 
/± a9b!Ωǎ ǿƻǊƪǇǊƻƎǊŀƳΦ 

 
 

Lƴ ǇŀǊǘƴŜǊǎƘƛǇ ǿƛǘƘ ǘƘŜ ²ƻƭŘ .ŀƴƪΩǎ Dƭƻōŀƭ 5ŜǾŜƭƻǇƳŜƴǘ ŀƴŘ [ŜŀǊƴƛƴƎ 
Network (GDLN), CV MENA connects participants across the MENA region 
(once each quarter) in finding solutions on topics related to public sector, 
financial management, and corporate governqance and financial reporting. 
The Solutions Lab realizes that an answer is not necessarily the solution: a 
time-ǘŜǎǘŜŘ άōŜǎǘ ǇǊŀŎǘƛŎŜέ Ƴŀȅ ƴƻǘ ōŜ ƻǇǘƛƳŀƭ ƛƴ ŀ ǇŀǊǘƛŎǳƭŀǊ ǎƛǘǳŀǘƛƻƴ 
because it may not be politically or socially feasible at the time. The Labs help 
our clients fashion an attainable solutionτan alternative answer to the 
problemτby bringing in other perspectives and different, yet relevant, 
experiences from other countries. The Labs also feed into the design of The 
Exchange. 
 

Maarefah responds to the need to implement, sustain, and build on the 
results of The Exchange, as well as to extend these benefits to those unable to 
personally attend Boot Camps and Solutions Labs. Maarefah όάƪƴƻǿƭŜŘƎŜέ ƛƴ 
Arabic) is a Community of Practice (CoP) that serves as a forum for ongoing 
dialogue and continuous peer-to-peer and expert knowledge exchange. The 
CoPτŜǎǘŀōƭƛǎƘŜŘ ōȅ ǘƘŜ CƛƴŀƴŎƛŀƭ aŀƴŀƎŜƳŜƴǘ ¦ƴƛǘ ƻŦ ǘƘŜ ²ƻǊƭŘ .ŀƴƪΩǎ 
Middle East and North Africa Region in 2011 as a response to popular demand 
for change, accountability, transparency, and inclusivenessτis designed to 
serve as a robust base for extending the dialogue and refocusing it on the 
needs of CV MENA.  
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Editorôs Note 

Hisham WALY 
Practice Manager  

Governance Global Practice / MENA 

The World Bank 

  

Untying the Knot 
ά¢ƘŜ ǿŀǘŜǊ ŎǊƛǎƛǎ ƛǎ ŜǎǎŜƴǘƛŀƭƭȅ ŀ ŎǊƛǎƛǎ ƻŦ ƎƻǾŜǊƴŀƴŎŜέ 

 
 
According to Greek and Roman mythology1, when Gordius, a poor 
peasant, became king of Phrygia, he dedicated his ox cart to Zeus, 
tying it up to a pole with a highly intricate knot - - the Gordian knot. 
Although the knot was supposedly impossible to unravel, an oracle 
predicted that it would be untied by the future king of Asia.  Many 
individuals came to Gordium to try to undo the knot, but they all 
failed. Then when Alexander the Great visited the city in 333 B .C. he 
tried unsuccessfully to search for the hidden ends of the Gordian knot 
but failed so Alexander became impatient and in an unexpected and 
bold move, he took out his sword and cut through the knot. Alexander 
then went on to conquer Asia, thus fulfilling the oracle's prophecy. 
Alexander's solution to the problem led to the saying, "cutting the 
Gordian knot," which means solving a 
complex problem through bold action. 

 
The problems facing the water and 
sanitation agenda are complex, urgent and 
multidimensional thus requires a bold 
action to unknot to develop sustainable 
solutions. There is more than 700 million 
people worldwide still lacking access to 
improved sources of drinking water and 
another 2.5 billion people do not use an 
improved sanitation facility, and of these 1 
billion people still practice open 
defecation, which contribute to the spread 
of diseases and suppresses economic 
growth. For decades experts told us that 
this is due to a number of reasons ranging 
from ageing infrastructure to insufficient 
funds for operations and maintenance. As a result to address these 
challenges facing the water sector governments focused on 
developing large-scale, physical infrastructure, such as dams and 
reservoirs.  
 
However, faced with increased water demands and competing 
interests yet shrinking supply, inequitable access to water, high levels 
of corruption, fragmented legal framework, unclear and overlapping 
responsibilities, and centralized decision-making that marginalizes 
lower levels of government, community, civil society organizations 
and the private sector. All of these challenges made it clear that 
focusing only on infrastructure is not sufficient to address persistent 
water management concerns, and discourse about water governance 
began to emerge in the early 1990s [Cooley, 2013]. Studies show a 
direct correlation between the countries most lacking in water 

                                                                        
1 Myths Encyclopedia.com 

services and those with poor governance (UNDP 2004). However, 
improving governance in water services is not just about government 
systems and capabilities, it is about engaging civil society and 
establishing a functioning social contract between government and its 
citizens to bring effective basic services and it is ultimately about the 
progressive achievement of agreed rights to water (ODI 2007) 
 
Water governance encompasses several systems - political, social, 
economic, environmental and administrative - that control the 
decision-making process in relation to developing and managing 
water resources and the delivery of water services at different levels 
of society (Rogers & Hall, 2003).   In its first Water Development 

Report, the United Nations stated that the 
άǿŀǘŜǊ ŎǊƛǎƛǎ ƛǎ ŜǎǎŜƴǘƛŀƭƭȅ ŀ ŎǊƛǎƛǎ ƻŦ 
ƎƻǾŜǊƴŀƴŎŜέΦ Lƴ ƻǘƘŜǊ ǿƻǊŘǎΣ ƎƻǾŜǊƴŀƴŎŜ 
has the potential of helping unknot the 
Gordian knot facing the world in providing 
universal access, affordable to citizens and 
which are sustainable, efficient, equitable 
and transparent.  
 
This issue of CV MENA focuses on the 
institutional underpinnings of water service 
delivery and the role governance plays in 
addressing the challenges faced by the 
water and sanitation sector. Though the 
role of governance in water is multifarious 
ranging from how water shares of 
transnational rivers and water bodies are 
negotiated to utility reform to delivery of 

water and sanitation services. In this issue, we discuss specifically the 
role of governance in the delivery of water and sanitation services. In 
ŀŘŘƛǘƛƻƴ ǿŜ ŀƭǎƻ ƘƛƎƘƭƛƎƘǘ Ƙƻǿ ǘƘŜ ²ƻǊƭŘ .ŀƴƪΩǎ DƻǾŜǊƴŀƴŎŜ ŀƴŘ 
Water Global Practices are working together in MENA to address 
these criǘƛŎŀƭ ƛƴǎǘƛǘǳǘƛƻƴŀƭ ƛǎǎǳŜǎ ǘƘǊƻǳƎƘ ǘƘŜ ²ƻǊƭŘ .ŀƴƪΩǎ ŦƛƴŀƴŎŜŘ 
operations as well as through knowledge products.   
 
On the cover of this issue we decided to have a quotation by Junaid 
Ahmad, Senior Director of the Water Global Practice, where he 
eloquently and profoundly states the mission of the Water Global 
tǊŀŎǘƛŎŜ ά²Ŝ ŘƻƴΩǘ ŦƛȄ ǇƛǇŜǎΣ ǿŜ ŦƛȄ ǘƘŜ ƛƴǎǘƛǘǳǘƛƻƴǎ ǘƘŀǘ ŦƛȄ ǘƘŜ ǇƛǇŜǎΦέ  
I consider this an invitation for us in the Governance Global Practice 
to engage hand-in-hand with our colleagues in water by taking bold, 
ƛƴƴƻǾŀǘƛǾŜ ŀƴŘ ǇǊŀƎƳŀǘƛŎ ŀŎǘƛƻƴǎ ǘƻ ϦŎǳǘ ǘƘŜ DƻǊŘƛŀƴ ƪƴƻǘέ ǿƘƛŎƘ 
would help us develop sustainable water solutions. 
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Tax Reform 

A tool at the right time for tax reform
 

Jim Brumby 
Director, Governance Global Practice 
 
Lƴ ǘƻŘŀȅΩǎ ǿƻǊƭŘΣ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ŀƛŘ is fickle, 
financial flows unstable, and many donor 
countries are facing domestic economic 
crises themselves, driving them to apply 
resources inward. In this environment, 
developing countries need inner strength. 
They need inner stability. And they deserve 
the right to chart their own futures. This is 
within their grasp, and last week the launch 
of an unassuming-but-powerful tool marked 
an important step forward in this quiet 
ƛƴŘŜǇŜƴŘŜƴŎŜ ƳƻǾŜƳŜƴǘΦ LǘΩǎ ŎŀƭƭŜŘ ǘƘŜ 
TADAT, or Tax Administration Diagnostic 
Assessment Tool. At first glance, this tool 
may look inscrutable, technical, and 
disconnected from development. But 
listen. Research shows that if developing 
countries could simply increase their tax 
collection by 2 percent to 4 percent of GDP, 
the amount they raised would eclipse the 
amount of foreign aid they are receiving. This 
small relative increase would represent 
three times the amount of official 
development assistance distributed in the 
ǿƻǊƭŘΦ ¢ƘŀǘΩǎ ŀ ōƛƎ ŘŜŀƭΦ !ƴŘ ǿŜ ƪƴƻǿ ǘƘŀǘ 
having more taxpayers registered and having 
more directly contribute to the tax system 
makes for a more effective state. And the 
idea is catching on, globally. At the United 
bŀǘƛƻƴΩǎ CƛƴŀƴŎƛƴƎ ŦƻǊ 5ŜǾŜƭƻǇƳŜƴǘ 
conference in Addis Ababa in July, the World 
Bank Group and the International Monetary 
Fund committed to a joint initiative to help 
client countries strengthen their tax systems. 
In addition: Thirty countries signed the Addis 
Tax Declaration, calling for more 
international support and coordination in 
this area. In September, the UN included in 
its Sustainable Development Goals this 

ǘŀǊƎŜǘΥ ά{ǘǊŜƴƎǘƘŜƴ ŘƻƳŜǎǘƛŎ ǊŜǎƻǳǊŎŜ 
mobilization, including through international 
support to developing countries, to improve 
domestic capacity for tax and other revenue 
ŎƻƭƭŜŎǘƛƻƴΦέ Last week, G20 leaders endorsed 
the so-called Base Erosion and Profit Shifting 
(BEPS) package, designed to curb tax evasion 
and other illicit tax-related behavior. Enter 
TADAT, a diagnostic tool that can help 
nations figure out where to start. Launched 
publicly on Wednesday by the IMF, World 
Bank, and a number of other partners, the 
TADAT is a framework designed to evaluate 
systematically the performance of a 
ŎƻǳƴǘǊȅΩǎ ǘŀȄ ŀŘƳƛƴƛǎǘǊŀǘƛƻƴΦ Lǘ ƭƻƻƪǎ ŀǘ ŀǊŜŀǎ 
of good outcomes, using factors such as 

transparency, the percentage of taxpayers 
who pay on time, and whether an 
independent, accessible dispute-resolution 
system exists. It can help countries identify 
ŎƻƴŎǊŜǘŜ ǊŜŦƻǊƳǎ ŀƴŘ ƳŜŀǎǳǊŜ ǇǊƻƎǊŜǎǎΦ LǘΩǎ 
a vital, pragmatic first move away from 
promises and toward action. As I said at the 
TADAT launch event, this tool comes at 
exactly the right time. The international 
community is paying attention, and our 
clients are hungry for technical assistance. 
This tool will change for the better how we 
deliver that assistance. It is a move toward 
transparency, openness, and clarity in how 
we do analysis. In the past, that assistance 
has been largely bilateral and uncoordinated 



7 

ς while this is not necessarily bad, it meant 
that different countries got different types of 
advice. TADAT brings uniformity to the focus 
and scope of assessment. With TADAT, even 
if a regular citizen in Canada or Burundi 
ŎƻǳƭŘƴΩǘ ǳǎŜ ǘƘŜ ǘƻƻƭΣ ǎƘŜ ǿƻǳƭŘ ŀǘ ƭŜŀǎǘ 
know the categories in which her 
government is being evaluated. Yes, Canada. 
¢ƘŀǘΩǎ ōŜŎŀǳǎŜ ǘƘƛǎ ǘƻol is equally applicable 
to developed countries. It looks at all 
countries, regardless of their level of 
development, in terms of performance. At 
the launch event, we heard from two 
countries that had pilot-tested TADAT: 
Norway and Zambia. Hans Christian Holte, 
director general of the Norwegian Tax 
Administration, said he appreciated that the 
assessment is evidence-based, and said it 
was useful in pointing out areas for 
improvement. He noted that the process was 
demanding and should be done by people 
who have a solid understanding of the tool. 
Berlin Msiska, commissioner general of the 

Zambia Revenue Authority, said TADAT 
showed his administration had a strong 
governance structure. It validated previous 
reforms, and identified successful practices. 
The tool also showed some weaknesses, 
including in areas that had not received 
much attention, such as bottlenecks caused 
by the use of third-party information. He said 
ƛǘ άǎƘƻǳƭŘ ōŜ ŜƳōǊŀŎŜŘ ƭƛƪŜ ŀ ƘŜŀƭǘƘ ŎƘŜŎƪΣέ 
and planned to sign up for a re-assessment 
early next year. We also heard some debate 
about how it should be implemented. One 
audience member suggested opening up 
TADAT training to people without deep 
expertise in tax administration, including civil 
society. Another suggested extending the 
tool to other agencies that collect revenues, 
such as those tied to natural resources or 
taxes charged at the border. And I think that 
in time, we should be looking at TADAT at a 
subnational level, where the tax types are 
different, but the quest for performance is 
very similar. One of our jobs now, as 

development partners, is to guide the use of 
TADAT in a wide range of contexts ς those 
that include data gaps, corruption, and 
capacity constraints ς and to make sure that 
ǿŜ Ŏŀƴ ŀŘŀǇǘ ƛǘ ǘƻ ƻǳǊ ŎƭƛŜƴǘǎΩ ƴŜŜŘǎΦ ¢ŀȄ 
policy and tax administration are complex. 
But we believe they are also essential 
elements of a well-functioning state. Taxes 
can strengthen a legitimate relationship 
between citizens and the state. When 
ǘƘŜȅΩǊŜ ǿŜƭƭ ŘŜǎƛƎƴŜŘΣ ǘƘŜȅ Ŏŀƴ ƘŜƭǇ ǊŜŘǳŎŜ 
inequality and enable countries to chart their 
own future. Smart taxation helps growth and 
development. TADAT may seem part of a 
specialized world, but it drives forward a 
critical, global movement: increasing the 
financial independence of developing 
countries. While thereΩǎ ŀ ƭƻƴƎ ǿŀȅ ǘƻ Ǝƻ ς 
from analysis to policy reforms to material 
changes in reducing poverty and improving 
lives ς ǘƘŜ ƳƻǾŜƳŜƴǘ ŎŀƴΩǘ ǇǊƻƎǊŜǎǎ ǿƛǘƘƻǳǘ 
tools such as this one.   

 
 
 

Accounting Reform  

Cash versus Accrual Basis Acco unting  

in National Accounting  
 
Michael Schaeffer  
Senior Public Sector Specialist 

Pierre Messali 
Senior Public Sector Specialist 
 
This article has benefitted from 
consultation with Manuel Vargas 
(Lead Public Sector Specialist 
MENA).  The Authors also 
benefitted from reviewing 
tŀǘǊƛŎƪ aƻǊŘŀŎǉΩǎ ά²Ƙȅ /ŀǎƘ 
Lt{!{ ƳŀǘǘŜǊǎΚέ  ¦ƴǇǳōƭƛǎƘŜŘ 
Article. 
 
 
An international public sector 
reform trend has seen many 
governments of most developed 
countries, and many developing 
countries, adopt some aspects of 
accrual accounting as the basis for 
their reporting.  Supporters of 
accrual accounting argue that: i) 
at the aggregate level, accrual-
based fiscal indicators provide better 
information about the sustainability of fiscal 
policies; ii) provide a stronger basis for 
government accountability; iii) provide a 
better measure of the effects of government 
policies on aggregate economic demand; 
and iv) at the organization level, accrual 
based financial statements provide better 
measures of organizational efficiency and 

effectiveness, and reduce opportunities for 
fraud and corruption. Opponents of accrual 
reporting contend, among other things that: 
i) few countries have implemented accrual 
accounting; ii) implementation and 
operation is difficult and expensive; iii) the 
emphasis should be on getting the basics of 
public financial management right first; and, 
iv) accrual accounts are more difficult to 
understand.  Whatever the case, lessons 

regarding the implementation of 
accrual accounting in many 
countries have been identified ς 
including the importance of 
communication, quality 
assurance, and the use of 
commercially available 
accounting software.  This article 
considers the various lessons 
learned from international 
experience and provides the 
primary tools for understanding 
the nature of cash versus accrual 
basis of accounting.  This article 
provides that for the successful 
implementation of accrual 
accounting:  i) implementation 
strategies and timing should be 
carefully considered; ii) political 
commitment is essential; iii) 
suitably qualified accounting 
personnel are necessary; iv) a 
financial management system 
should be in place and fully 
operational; v) supreme audit 

agencies must be suitably staffed and 
resourced; and, vi) the exercise of moving 
towards accrual accounting should be seen 
as part of a wider public sector management 
reform.  The authors also describe the nature 
of the various accounting arrangements; 
examine the features that support or impede 
accounting reforms; and suggest criteria for 
evaluating proposed accounting reforms. 
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Basis of Accounting 
The basis of accounting refers to the 
processing mechanism that is adopted by an 
entity, corporation or governments to 
determine when, where and how a 
transaction or events should be recognized, 
processed and recorded for financial 
reporting purposes. The basis of accounting 
that is adopted by any government will 
determine the extent of information that an 
accounting system can collect, process, and 
therefore report.  As an example, a pure 
cash-based system can only report on a cash 
balances and cash flows (inward and 
outward), while cash payment or receipt is 
usually only a small element in the history of 
a governmental financial transaction.  For 
instance a purchase transaction might go 
through the following stages, each of which 
could generate specific different accounting 
information:  Commitment of funds; Issue of 
purchase order for the supply of goods;  
Receipt of the goods and of the invoice 
claiming payment; Payment of invoice; and, 
De-commitment of excess funds committed. 
Pure cash accounting does not provide 
useful information for managing payables 
and receivables.  In the preceding paragraph, 
an accrual system would show the amount 
owing to the supplier, and then when full 
payment occurred, the amount owing would 
be extinguished. An additional shortage with 
the cash accounting base is the lack of 
accounting sub-systems for receivables, and 
without this, managing revenues is far less 
efficient.  For instance if sums due are noted 
only in files, and not entered into a double-
entry accounting system, they can easily 
escape attention.  Moreover the files may be 
displaced or lost.  An accrual accounting 
system provides a systematic method of 
recording and managing sums due, 
something which many governments sorely 
lack. 
 
Figure 1 above illustrates the path from 
cash basis to full accrual accounting.  The 
primary classification and definitions for the 
accounting basis are as follow:  
 

Á Cash Basis:  under cash basis 
accounting transactions will be 
recognized and recorded when the cash 
is received or paid, therefore all the 
information and reports that prepared 
according to this basis will inform about 
the cash transactions that receipt and 
paid during certain period, as well as 
the available cash balance at the 
beginning and end of the accounting 
period.  Cash basis accounting 
measures the financial results of the 
accounting period as difference 
between the cash payments and 
receipts. In spite of the capability to 
record the non-cash transactions 
(flows), most of the accounting systems 

that use cash basis do not record the 
non-cash transactions, because the 
concern is focusing about the cash 
management not about the flow of 
resources. 
 

Á Accrual Basis, according to this basis 
the transactions will be recorded at the 
time of economic value occurring or 
transferred or replaced or ownership 
handover. In other words, the recording 
of the economic events (expenditures 
or revenues) will be made at the time of 
occurring, regardless if there any cash 
received or payment was occurred. It 
records assets and liabilities and is 
therefore associated with the 
production of balance sheets.  It is also 
associated with providing depreciation 
on assets with finite lives.  Table 1 
below attempts to summarize the 
comparative usefulness of accrual and 
cash accounting in government.   

 
Status of Accrual Accounting in OECD 
Countries 
Table 2 below, reviews the status of accrual 
basis accounting in a number of countries.   
Table 2 reveals that many countries have 
introduced aspects of accrual accounting 
and more intend to do so in the future.  
European Union (EU) member countries are 
required to prepare government forecasts 
and financial statements in accordance with 
the European System of Accounts (ESA 95).  
ESA 95 uses an accrual-based financial 
reporting framework to calculate budget 
balance (the economic balance set forth 
under the Maastricht Treaty).  This balance 
combines all central government 
departments, social security funds, and local 
government units.  However, as the balance 
does not consider estimated expenditure 
(i.e. depreciation and provisions), it might 
best be described as a modified accrual basis 
of accounting. 

 
Lessons Learned from International 
Experiences 
To varying extent, many countries have 
implemented accrual accounting over the 
past decade.  However, wide adoption is 
likely to take a longer period, for the 
following reason(s): 
 

Á Implementation is difficult and 
expensive.  Some aspects of actual 
accounting implementation are more 
difficult than cash implementation.  For 
example, it is difficult for a government 
organization to know the full amount of 
tax revenue that it is likely to receive at 
a given time.   
 

Á Emphasis should be on getting the 
basics right first.  There is a view that 
countries should get the basic 
(foundations) of public financial 

management right before attempting 
more advanced reforms, such as accrual 
accounting.  This reflects the experience 
that basic record keeping and cash 
accounting should be strengthened first 
before moving forward with more 
extensive reforms. 

 
There are a number of pre-implementation 
issues that need to be considered before 
the actual transition to the accrual basis 
which may lead to a successful 
implementation, some of the essential 
technical and conceptual elements that need 
to be already exist or are created and 
developed later before starting new accrual 
accounting implementation, these basic 
elements can be outlined as follow: 
Á Reliable cash accounting based system 

that include adequate budget 
classification, chart of account (CoA), 
double entry based general ledger 
recording system, and adequate fiscal 
reporting are essential starting point for 
accrual framework. 

Á Legislative and executive ownership of 
the transition concept is crucial to be 
accepted, adopted, and supported by 
the highest levels of both 
parliamentarians and governmental 
officials. 

Á Adequate technical capacities and 
capabilities is more essential 
requirements before moving to accrual 
accounting, this include human 
resources skills (accounting, IT, etc.). 

Á Institutional and professional grounds 
(e.g. well-established and regulated 
national professional accounting body; 
a well-functioning supreme board of 
audit; effective parliamentary public 
accounting and financial committees). 

Á The scope of automation, computing 
and networking is a key element to 
implement a successful transition to 
accrual, although cash or accrual 
accounting can be implemented with 
manual systems, but the existence of a 
modern governmental financial 
management information system 
(FMIS) will support and simplified the 
transition to accrual. 

 
 

While recognizing the benefits of accrual 
accounting, it should be noted that there 
are a number of barriers and constraints 
faced by many countries in attempting to 
upgrade their accounting framework.  
Figure 2 provides possible transition steps 
that many countries have used in moving 
towards accrual basis accounting.  Significant 
efforts have been made by a number of 
countries in improving their basic record 
keeping and cash reporting, but many of 
these efforts have also failed due to a lack of 
ongoing commitment, resource constraints, 




