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Abstract

The implementation of public sector accounting is a crucial factor in improving the performance of public sector organizations.
One of the organizations that implement public sector accounting is the health care industry. The purpose of this study is to
analyze public sector accounting’s effect on organizational performance in the health care industry. This research is quantitative
research conducted at a health institution in Manado City. Respondents who participated included 100 participants from regional
hospitals and health centers in Manado City, Indonesia. Data analysis is assisted by path analysis. The research findings reveal
the relationship of public sector accounting to the performance of public sector organizations and the relationship mediated by
accounting information systems. Several limitations and suggestions were revealed in this study.
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1. INTRODUCTION

Reform of public sector organizations, especially in the health
care sector, is a process that must continue to be carried out
regardless of various policies and political and organizational
changes that overshadow the organization’s health care (Orga-
nization, 2000). The need for reform is because health systems
are very complex things that adapt according to empirical, de-
mographic, and societal shifts (Figueroa et al., 2019). Even
managing health organizations in the new public management
era is a ”Sisyphean challenge” (Newman and Lawler, 2009),
which is a task that is pointless, fruitless, and unrewarding (Uni-
versity of Oxford, 2011). However, the impact of the COVID-
19 pandemic has changed the order of the health care industry
to become one of the most critical industries for humanity in
the 21st century, overshadowing the health and even lives of
individuals living on earth (Blumenthal et al., 2020).

Public sector accounting is one of the essential aspects of
organizational management and new public management (NPM),
which directly impacts the performance of public organizations
(Macinati and Pessina, 2014). Public sector accounting in the
health care industry is also an essential part of garnering rev-
enue and reducing unnecessary costs for the management of
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public organizations Seetharaman et al. (2010) that are more ef-
fective, efficient, accountable, and transparent. The implemen-
tation of public sector accounting is often different in organi-
zations in the health care industry, especially health institutions
such as hospitals and clinics whose ownership and management
are public organizations such as governments and foundations.
Public sector accounting as part of NPM continues to de-
velop and is implemented rapidly throughout the world (Robin-
son, 2015) in both developed and developing countries (Kus-
nawati et al., 2018). This theory continues to be developed
in various fields ranging from public asset accounting man-
agement (Elim et al., 2019) to accounting information systems
management (Macinati and Pessina, 2014). The development
of this theory impacts the development of theories in the field
of public sector accounting to improve the performance of pub-
lic sector organizations.

Several studies have been conducted related to the study of
the relationship between public sector accounting and the per-
formance of public organizations. Research from Italy on the
relationship between accounting and financial performance in
public sector health organizations (Macinati and Pessina, 2014)
was conducted on the leaders and managers of public sector or-
ganizations in Italy, as many as 265 respondents. Using struc-
tural equation modeling (SEM) analysis, it is found that public
sector accounting plays a significant role in improving financial
performance. This study mainly investigates the relationship
between public sector accounting and the performance of pub-
lic sector organizations. Many studies related to the relation-
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ship between public sector accounting and performance (Ma-
cinati and Pessina, 2014), but a mediated relationship with ac-
counting information systems have not been found (Alim and
Siswantoro, 2019).

This research’s main objective is to analyze how the rela-
tionship between public sector accounting and the performance
of public organizations is mediated by accounting information
systems. This research was conducted in Eastern Indonesia
(Kawung et al., 2018), namely in Manado City, located in the
northernmost province directly adjacent to the Philippines.

2. LITERATURE REVIEW

2.1. New Public Management

New public management (NPM) is a person’s effort to re-
sponsibly run an organization and utilize resources to achieve
the goals of an organization that focuses on the welfare of com-
munity entities (Shafritz et al., 2017). The concept of NPM is
a management activity that is applied to the public sector and
related matters such as (Hope, 2001): implementation of pri-
vate management practices in the public sector, focusing on ef-
ficiency, changing from input controls, rules, and procedures to
output measurement and performance targets, and devolution
of management with improved reporting and monitoring.

NPM aims to foster a performance-oriented cultural ecosys-
tem with decentralized public sector management. Some of its
characteristics include: (1) a closer focus on results in terms
of service quality, efficiency, and effectiveness; (2) a hierarchi-
cal structure in the form of a decentralized management en-
vironment; (3) flexibility to explore alternatives to direct pub-
lic provision and regulation; (4) focus on efficiency in the ser-
vice provided directly by the public sector; (5) strengthening of
strategies that can respond to external changes and diversity of
interests automatically, flexible, and low-cost (Hope, 2001).

2.2. Public Sector Accounting

Public sector accounting is an accounting system that in-
cludes recording and accounting management by government
authorities to achieve financial performance (Abhishek N. and
Divyashree, 2019). From an economic point of view, the pub-
lic sector can be understood as an entity whose activities are
related to efforts to produce public goods and services to ful-
fill public needs and rights. Public sector accounting is defined
as an accounting technique and analysis mechanism applied to
the management of public funds in high state institutions and
lower departments, local governments, state-owned enterprises,
regionally-owned enterprises, NGOs, and social foundations, as
well as sector collaboration projects, public and private (Jones
and Pendlebury, 2010).

The objectives of public sector accounting include (Glynn,
2003): (1) providing the necessary information to manage ap-
propriately, efficiently, and economically the allocation of re-
sources entrusted to the organization. This objective is related
to management control; and (2) provide information that en-
ables managers to report on the proper and effective imple-
mentation of program responsibilities and use of resources un-
der their authority and enables government employees to report

publicly on the results of government operations and the use of
public funds. This goal is related to accountability.

Public sector accounting in Indonesia refers to government
regulation number 71 of 2010, namely, Government Account-
ing Standards (Pemerintah Republik Indonesia, 2010). This
regulation regulates government accounting in Indonesia, re-
ferring to article 1 paragraph 3, defined as accounting princi-
ples applied in preparing and presenting government financial
statements.

2.3. Public Sector Performance

Measurement or assessment of public sector performance is a
series of processes for recording and measuring the achieve-
ment of the implementation of activities in achieving the mis-
sion accomplishment through the results displayed in products,
services, and processes (Helden and Reichard, 2013). To find
out the goods or services produced from the activities carried
out and the policies of the activities that reflect the functioning
of the outputs in a program, it is necessary to conduct a perfor-
mance assessment in both the private and public sectors (Pres-
idential Regulation about Government Institution Performance
Accountability System, 2014).

The purpose of measuring the performance of public or-
ganizations is to communicate better strategies, balance finan-
cial and non-financial performance measurements, accommo-
date an understanding of management’s vision from top to bot-
tom, achieve satisfaction, and assess the rational ability of the
organization’s individuals (Goh, 2012). The types of infor-
mation used to measure the performance of the public sector
are (1) financial information; and (2) non-financial information
(Helden and Reichard, 2013).

2.4. Accounting Information System
The public sector accounting information system (PSAIS)
is a power-sharing system within local government organiza-
tions by processing financial data, ranging from accounting
records to presenting information in financial statements the
design of an integrated information processing system to
manage ac-counting information systems. In addition, the
design of vari-ous elements of internal control is embedded in
the information processing system (Bastian, 2007). The public
sector account-ing information system was developed due to
changes in the political, social, and economic systems brought
about by the current reforms that gave rise to various demands
for good gov-ernment governance. Indonesian Government
Regulation No. 58 (2005) (Government Regulation about
Regional Financial Management) requires the need for
accountability in financial reports by regional heads so that
regional financial managers are needed to allocate resources
efficiently and effectively. The public sector accounting system
is an accurate elaboration tool for good government governance.
The concept of the Regional Government Accounting Sys-
tem in Indonesia refers to the Government Accounting System
as stated in Article 1 paragraph (11) of the Government Reg-
ulation on Government Accounting Standard No. 71 (2010),
which states that the Government Accounting System is a sys-
tematic series of procedures, organizers, equipment, and other
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elements to realize the accounting function from transaction
analysis to financial reporting within government organizations.
Therefore, the Regional Government Accounting System is a
systematic series of procedures, administration, equipment, and
other elements to realize the accounting function from trans-
action analysis to financial reporting within local government
organizations.

3. RESEARCH METHODS

This type of research uses quantitative research. Quanti-
tative data are generally collected through questions and sur-
veys (Apuke, 2017). The study was conducted at health insti-
tutions in Manado City with a sample of employees in public
sector health institutions. Sampling used quota sampling until
the specified sample was reached, which obtained 100 partici-
pants in this study. The variables used include public sector ac-
counting, contemporary accounting practices (X), traditional
accounting practices (Xz), accounting information systems (2),
and the performance of public organizations. The indicators
of these variables are taken from the research of (Nuhu et al.,
2016) for variables X1 and Xo; (Alim and Siswantoro, 2019) for
indicators of variable Z, and (Lee, 2008) and (Northcott and Tu-
lapapa, 2012) for variable Y. The analysis used is path analysis,
which is a model that describes the effect of one set of variables
on other variables. Path analysis aims to estimate causal rela-
tionships that are represented by path diagrams (Stage et al.,
2004).

4. RESULT AND DISCUSSION

Participants in this study were dominated by women (79%),
aged between 31-40 years (35%), with the latest education be-
ing a bachelor’s (S1) or an applied degree (D4) (41%). The
workplace organization is a hospital (50%). Working as admin-
istrative staff or health workers (54%), the length of work is
between 5-10 years (32%).

Table 1: Sociodemographic Characteristics Summary

Coefficient
Variable CA Description
Contemporary Account- 0.902 Reliabel
ing Practice (CAP) (X1)
Traditional ~ Accounting 0.948 Reliabel
Practice (TAP) (X2)
Accounting Information 0.889 Reliabel
System (AIS) (2)
Public Organization Per- 0.871 Reliabel

formance (POP) ()

Source:Author’s elaboration

The variable public sector accounting: current accounting
practices (CAP) has a substantial link with the accounting in-
formation system (AlIS), according to the hypothesis testing re-
sults . The considerable value of CAP to AlS, which is positive
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Figure 1: Path Analysis Result

Table 2: The Results of Impacts of Path Analysis Relation

Impact
Relation Path Direct Indirect Total
Coeff
CAPto AIS 0.340 0.340 - 0.340
TAP to AIS 0.484 0.484 - 0.484
CAPtoPOP 0.3563 0.353 0.340x0.326 0.463
=0.110
TAP to POP 0.321 0.321 0.484x0.326 0.478
=0.157
AIS to POP 0.326 0.326 - 0.326
€ 0.636 0.636 - 0.636
€ 0.425 0.425 - 0.425

Source:author’s elaboration,2021

and significant, demonstrates this link. Then there’s the direct
impact of CAP, which has a big impact on AlS.

The variable public sector accounting: conventional account-
ing procedures (TAP) has a substantial association with the AIS,
according to the hypothesis testing results. The considerable
value of TAP to AIS, which is positive and significant, demon-
strates this outcome. Then there’s the immediate consequence
of TAP having a strong connection to AlS.

According to hypothesis testing, the variable public sector
accounting: current accounting practices (CAP) has a substan-
tial association with public organizational performance (POP),
which is mediated by the AIS. According to hypothesis testing,
the variable public sector accounting: TAP has a strong link
with POP, which is mediated by the AIS. The AIS variable has
a substantial influence on the POP, according to the findings of
hypothesis testing.

This research backs up prior studies, such as Agustiawan’s
(2019) study on public organizations, which revealed that im-
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plementing public sector accounting has a substantial impact
on public organization performance. The tools and indicators
employed, the analytical tool, SEM-PLS, and the location and
purpose of study at the Yogyakarta local government are the
distinctions. This research adds to prior research on the link
between public sector accounting and accounting information
systems in government agencies (Apridiyanti, 2020).

A path analysis tool is used to determine the similarity. The
key distinction between this study and prior research is the indi-
cators employed, as well as the fact that the research was con-
ducted in West Java, Indonesia. This research adds to prior
work by Alim and Siswantoro (2019), who discovered a link
between accounting information systems and the efficiency of
public-sector performance. The indicators employed in this
study, as well as the analysis method, path analysis, are the key
components of the equation. The distinction in this compari-
son is the research object, which is the municipal government
of Depok City in West Java, Indonesia.

5. CONCLUSION

This study is likely to add to accounting research and prac-
tices in the public sector. The contributions of this study in-
dicate certain discoveries in terms of public sector accounting.
To begin, modern accounting practice in public sector organi-
zations has a direct, indirect, and overall influence on public
organizational performance in Manado’s public sector health
care business, which is mediated through the accounting infor-
mation system. Second, conventional accounting procedures in
the public sector have a direct, indirect, and overall impact on
public performance, which is mediated through the accounting
information system.

As a result, two research questions have been boldly and
clearly addressed. Furthermore, the implementation of public
sector accounting in the context of public sector performance
in the Manado health care business was demonstrated in this
study.
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