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Abstract
During the last three decades, financial reporting, performance measurement and
accountability for the use of resources by the public sector have received a great deal
of attention in numerous countries, especially in the developed world. This study is
concerned with exploring these issues in the public sector of the United Arab
Emirates (UAE) and, specifically, its central government.
Following an initial introductory chapter a detailed analysis of the literature relating
to financial reporting and performance measurement in the public sector is
undertaken. This is then developed through a detailed study of the financial reporting
and auditing requirements specified under UAE law. This analysis reveals a number
of weaknesses in the system of governmental reporting adopted in the UAE.
As a result of the literature survey and the findings relating to the system of financial
reporting by central government practiced in the UAE two key areas are then
developed through the research methodology outlined in the text. Firstly, issues
relating to government financial reports are examined. These include the: importance
of financial reports, frequency and purposes of using financial reports, quality of
financial reports, potential ways of improving financial reports, external potential
users of financial reports and, finally in this section, reasons that prevent the users
from reading or using governmental financial reports in the UAE.
Secondly, various issues relating to performance measurement in the public sector are
also discussed. These concern: the importance of non-financial information, methods
of comparison, reasons for conducting performance measurement, users of
performance measurement reports, reasons that prevent government units from
carrying out performance measurement, procedures undertaken by the external audit
for measuring performance, the quality of audit reports, ways of improving audit
reports, the external potential users of government audit reports, and the reasons that
prevent the external auditor carrying out performance auditing in governmental units
in the UAE.
Finally appropriate conclusion on the basis of the analysis is presented.
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Chapter One
Introduction
1.1 Introduction
During the last three decades, financial reporting, performance measurement
and accountability by the public sector have received a great deal of attention in
numerous countries, especially in the developed world. This study is concerned with
exploring these issues in the public sector of the United Arab Emirates (UAE) and,
specifically, its central government. This introductory chapter is concerned with
providing the basis for the thesis and given a brief introduction to the research issues
and problems. This chapter presents general background on the UAE itself, broad
details of the research in terms of its objectives, purposes and significance and,
finally, the structure of the thesis.

1.2 United Arab Emirates: A General Background
This section provides an overview of the UAE with reference to its
geographical location and significance, demography, political system and socioeconomic developments to provide the context for the development of this thesis.

1.2.1 Geographical Location, Climate and Growth of Population
The United Arab Emirates consist of a Federation of seven Emirates: Abu
Dhabi (the capital city of the Federation), Dubai, Sharjah, Ajman, Umm al-Qaiwain,
Ras al-Khaimah and Fujairah. The UAE are situated to the north of the Equator

between latitude 22° and 26.5° and longitude 51° and 56.5° east of Greenwich. The
Federation is bordered by the Arabian Gulf to the north and northwest, by the State of
Qatar and the Kingdom of Saudi Arabia to the West, the Sultanate of Oman and the
Kingdom of Saudi Arabia to the south, and Gulf of Oman and the Sultanate of Oman
to the east. The total area of the United Arab Emirates is about 83,600 square
kilometres, including a number of islands occupying an area of about 5,900 square
kilometres. Figure 1.1 shows a map of the UAE while Table 1-1 illustrates the areas
and populations of the individuals' member Emirates.

United-Arab Emirates
SAUDI
ARABIA
Figure 1-1.Map of the United Arab Emirates

Table 1-1. The population growth and the area of the UAE by Emirates
km2
Emirate
1980'
1975'
1985'
1968'
67,340.0
46,875 235,566
Abu Dhabi
451,848
670,000
3,885.0
58,971
Dubai
276,301
206,861
419,000
Sharjah
159,317
2,590.0
88,188
268,000
31,668
24,387 42,845
116,000
Ras al-Khaimah 1,683.5
73,918
1,165.5
16,498
54,000
9,735
Al-Fujairah
32,890
16,426
29,000
3,744
Umm al-Qaiwain 777.0
6,879
36,100
259.0
16,695
64,000
4,246
Ajman
1,042,800 1,620,000
77,700.0** 179,626 613,532
Total
*Population estimated to nearest rounded figures.
**Area does not include islands.
Source: 'Adopted from Al-Assamm. (1988, p. 9).
2Ministry of Information (1998, pp. 41-42).

19952
928,360
674,101
400,339
144,430
76,254
35,157
118,812
2,377,453

The population of the United Arab Emirates increased considerably between
1968 and 1995 when the last census was conducted. Tablel-1 clearly illustrates that
the Emirates population started rising substantially in 1958 after the discovery of oil.
Table 1.2 below shows that this rise in population was also associated with an
increase in state expenditure. The rate of population increase was modest at the
beginning of the twentieth century, when the population was estimated at around 70
thousand; the population increased to around 110 thousand during the mid 1950s. By
early 1970s the population rose to around 180 thousand, reaching over a million in
the early 1980s; that is a rate exceeding 15% per annum (Abu Sinn et al., 1988, p.
19). Table 1-1 also indicates that the population rose by about 55% between 1980 and
1985, and by around 47% between 1985 and 1995. This in an indication that the rate
of immigration of expatriates workforce to the Emirates declined between 1985 and
1995 compared to such immigration in the 1970s and the first half of the 1980s. This
rise in the Emirates population is mainly due to the influx of immigrating workforce
(Al-Shaheen, 1997, pp. 335-336), particularly from South East Asia and the Indian

Sub-continent, who enter the country to work on large-scale capital projects and in
the oil sector. It had been anticipated that the population would increase by 1997 to
reach a total of 2,624,000 persons, that is a rise of 7.4% over 1995 population. The
number of employees and workers in the country also increased in 1997, reaching
1.13 million compared with 1.11 million in 1996 (Ministry of Information, 1998, p.
201). Again table 1.2 shows growth in government expenditure.
United Arab Emirates citizens represent between 15% and 20% of the population,
while expatriates represent between 80 and 85 per cent of the population.

1.2.2 Economic Developments
The Emirates was considered as one of the poor countries prior to the
discovery of oil in 1958, when the average annual income per capita did not exceed
$50. it had a subsistence economy based on food production (dates, animal products
such as meat and dairy), exporting limited amounts of dates to India and Pakistan, in
addition to the pearl diving industry, fisheries and minor trade activities (Fenelon,
1976; Al-Hussein, 1988). About 80% of the population worked in agriculture and
fisheries. After the discovery of oil the average annual income per capita increased in
1975 substantially to $21,930. Therefore, it can be said that oil had no strong impact
of the country's economic from the time of its discovery in 1958 until the end of
1960s (Al-Hussein, 1988).
Oil is the major source of income in the United Arab Emirates. It is only
found in substantial quantities in the Abu Dhabi Emirates, and to a lesser extent in
Dubai, Ras al-Khaimah, and Sharjah Emirates. The utilisation of oil revenues helped,

and still does, other sectors of the economy develop, that is industry and agriculture.
Several national five-year development plans have been triggered and maintained by
the oil revenues. It is also predicted that oil will run out in 2100 (approximately); it is
therefore important that these resources are used to provide the maximum benefit to
the UAE in order to secure its economic future. A large part of the economy is
controlled by the government and it is vital to the long term economic prosperity of
the UAE that public expenditure carefully planned and controlled. By examining the
extent to which the UAE attempts to measure economy, efficiency and effectiveness
in its use of resources it is hoped that this project will contribute to this long-term
goal.
The majority of oil production in the Emirates is exported to Western Europe,
Japan, USA and other countries in Africa and Asia. Figure 1-2 illustrates the UAE
crude oil production and exports for the period 1990 to 1997.
Large quantities of natural gas are also produced, of which more than half are
consumed locally, and the rest are exported as natural gas liquids (Crown Prince
Court-Research and Studies Department, 1999, pp. 80-81).
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Figure 1-2. UAE Crude Oil Production and Exports Between 1990 and 1997.
(Source: Crown Prince Court-Research and Studies Department, 1999, p. 76)

Despite the fact that oil and gas production remain the primary source of
public revenue, the non-oil sector plays also crucial role in the development of the
UAE economy. For example, UAE gross domestic product at current prices is Dh
190.455 billion (about 34.6 billion pounds) in 1999. The non-oil sector's proportion
of GDP was Dh 141.7 billion (74.4 per cent of the total) against Dh 48.7 billion (25.6
per cent) for the oil sector (Ministry of Information, 2000).

1.2.3 The Federal Budget
The federal general budget plays an important role in achieving the political,
economic and social goals and objectives of the country. Its significance is possibly
even greater in the less developed countries, including the UAE, as an economic
development instrument, than in the more developed countries. The unique

characteristics of the federal system of the UAE which specifies the jurisdiction of
the federal authority and left other kind of jurisdiction to the individual Emirates
which kept their autonomy, especially that all natural resources and wealth in any
Emirate belong to that particular Emirates, led to shortage in the federal resources,
such that they can only cover a small part of the federal budget expenditures.
According to Ismail (1991), there are two kinds of budgets in the public sector of the
UAE. The first is the general federal budget, which includes all expenditures and
revenues of the federation. The second is the budgets of the seven emirates, which are
not included in the general federal budget and unpublished.
Each Emirate is, in principle, required to contribute to the Federation's
budget. However, in practice only Abu Dhabi and, to a lesser degree, Dubai have
financed the federation budget. For example, in 1998 the contribution of Abu Dhabi
was 12,489 (million), Dubai's contribution was 1,200 (million) and none of the other
Emirates contributed to the federal budget.
According to Al-Shaheen (1997) the most important difficulties facing the
financing of the federal budget can be referred to: the estimation of public
expenditures and the determination of federal revenues.
The Federal General Budget is organised by the Federal Law No. 14 of 1973,
which illustrates the principles and rules by which the federal general budget is
prepared, endorsed, audited and Final Accounts are published.
Table 1 -2 provides a review of the development of budgetary expenditures
and revenues over the period 1979-1998. Throughout the above years the main
objectives of budgetary policy have been to build the infrastructure and socioeconomic structure of the society, to diversify the sources of income and to develop
the national workforce. In general, development policy in the UAE has been

governed by the federal budget (Ismail, 1991). Despite this investment, as chapter 4
will show, there is no balance sheet for the UAE or register of national assets at
valuation.
Table 1-2 the 1979,1980,1984,1985,1994 and 1998 total Expenditures and Revenues of Federal budgets

1979*

1980*

1984*

1985*

1994**

1998**

Expenditure

Expenditure

Expenditure

Expenditure

Expenditure

Expenditure

1,846.1

2,587.4

3,617.9

3,841.0

5,894.9

7,117.7

5,264.1

8,209.7

9,409.3

10,336.1

8,664.7

9,185.9

180.8

197.0

87.0

101.6

254.8

238.2

609.9

1,026.4

740.4

404.8

1,217.0

1,343.0

517.8

1,988.4

112.3

144.6

4.5*

640.0

273.7

1,371.8

1,772.3

1,206.4

1,565.4

2,749.5

8,692.4

15.380.7

15739.2

16,034.5

17,601.3

21274.3

15,546.4
15,489.3
Total
17,640.2
8,868.6
Revenues
Source: * Ismail (1991);
** Ministry of Finance and Industrial (1994 & 1998).

16,220.0

19,635.0

Section
The First
Section
The Second
Section
The Third
Section
Fixed
Investments
Money
Investments
Overall
Allocations
Total
Expenditure

Table 1-2 shows a deficit of income to expenditure every year after 1985. This
stresses the importance of measuring performance as resources could possibly be
used more efficiently thus reducing the deficit or alternatively accepting the same
level of deficit, but achieving more with the resources available.

1.2.4 The Federal System
The Constitution divides the general federal authorities into five authorities
which assume legislative, executive and judicial functions. In other words, the same

function is assumed by several agencies. The General Federal Authorities consist of
the Supreme Council of the Federation, The President and Vice President of the
Federation, Federal Council of Ministers (the Cabinet), the Federal National Council
and Federal Judiciary.
The Supreme Council of the Federation is the Federation's highest authority,
and is composed of the rulers or those designated to represent them (Al-Abed, 1997;
Al-Shaheen, 1997). The Supreme Council has, in accordance with the Constitution,
exclusive executive powers, powers of ratification, and legislative powers.
Each member Emirate has one vote on issues discussed by the Council.
However, the votes are not themselves of equal significance. With regard to
substantiative issues, (for example, those related to general policy, ratification of
agreements, treaties and draft laws, appointment of the Prime Minister, declaration of
war, or the imposition of martial law), a majority decision may be taken, provided
that the votes of the Abu Dhabi and Dubai representatives must be counted among the
majority. The principle of simple majority applies only to procedural matters (AlAbed, 1997; Al-Shaheen, 1997).
The Supreme Council also has an absolute legislative prerogative, retaining
the final say on federal legislation. Some of the Council's legislative powers,
including the right to object or endorse federal legislation bills, and endearment of
federal laws.
The Supreme Council elects a President and a Vice President from among its
members. The Vice President performs all the President's jurisdiction in the

President's absence and for any reason (Article 51 of the Constitution). The election
decision is substantiative, that is attaining a majority of five votes, including those of
the Abu Dhabi and Dubai representatives, in accordance with Article 49 of the
Constitution.
The term of office is for five years, and the Constitution allows for re-electing
the same President and/or his Vice President for subsequent terms without any
restriction of the occasions when they are re-elected.
Sheikh Zayed bin Sultan Al-Nihayan has been elected as the First President of
the Federation and has been re-elected more than once for the same post. The late
Sheikh Rashid bin Saeed, Ruler of Dubai had been elected as the First Vice President,
and was replaced by his son, Sheikh Maktoum in 1990 as the Vice President. The
current term of office expires on 2nd December 2001.
The Federal President's legislative powers are represented in his rights of
objecting or approving law bills, signing law bills, and passing laws by decree. The
President also has executive powers, either directly or through the Federal Council of
Ministers and Ministers. The Vice President has no jurisdiction, but perform all the
President's jurisdiction in the event of the President absence (see Al-Shaheen, 1997,
pp. 115-120).
The Federal Council of Ministers consists of the Prime Minister, his deputy
and a number of Ministers. The Prime Minister is appointed by a decree issued by the
Federal President upon the approval of the Supreme Council of the Federation. The
Deputy Prime Minister and the Ministers are appointed by decrees issued by the
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President, upon the nomination by the Prime Minister. The President also accepts
Ministers' resignations or their acquittal upon the Prime Ministers' recommendations.
The Council of Ministers also perform both legislative and executive
jurisdiction.
The Federal National Council consists of forty members distributed as
follows: eight members to each of Abu Dhabi and Dubai, six to each of the Sharjah
and Ras al-Khaimah, and four members to each of the Ajman, Umm al-Qaiwain and
Fujairah Emirates (Article 68 of the Constitution).
The Federal Judiciary consists of various courts in terms of their formation
and jurisdiction into: Federal Primary Courts, Federal Appeals Courts, and the
Federal Supreme Court.

1.3 Significance of the Study

The significance of the study stems from the importance of the subject itself.
Accountability is a vital and essential topic for the public sector where governments
raise money through taxes and charges and other means of money collection to
deliver services. Thus, a country should state its justifications of these taxes and then
demonstrate the ways in which it is expended (Ives, 1987). Means of accountability
are represented in financial reports and performance measurements that should be
provided for stakeholders who use this information, i.e., the public, tax payers and

parliament, etc. Since accountability is the provision of financial and non-financial
information for those who will use this information, financial reports are considered
the optimal or only means for providing such information (Van Peusem and Pratt,
1998; Hyndman and Anderson, 1998).
The significance of this study also results from the fact that the idea of
accountability is an old subject that originated alongside the establishment of
governments (Normanton, 1966, p. 1). It therefore becomes an important issue for
any developed government in order to improve public services provided by
governmental units through economy, efficiency and effectiveness. It also helps to
eliminate corruption and prevents its prevalence.
In addition, the significance of the present research also stems from it being
the first attempt to explore the system of government accounting and reporting in the
UAE. It represents an opportunity to identify, for the first time, how the present
system of financial reporting has developed, the kinds of information it provides, the
users of government financial reports and their needs and to compare the findings of
this aspect of the research with international developments in public sector financial
reporting. While there is evidence of international research in private sector
accounting (Baydoun and Willett, 2000) public sector financial reporting is an area
which is considerably under researched in the accounting literature (Jones et al.,
1985; Freeman, 1989; Coombs and Tayib, 1998). For example, Jones et al. (1985)
stated that there is an urgent need to undertake research on users' needs and
performance measurement in the public sector. Therefore, it is anticipated that the
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research will lead to recommendations which could improve the current system of
financial reporting in the UAE. While Baydoun and Willett (2000) have suggested a
change to Islamic corporate reports to suggest that the value added statement is
particularly significant, this research is concerned with establishing for the first time
the UAE financial reporting system and the extent of claimed performance
measurement. This is seen as a first step in the journey towards a theory of Islamic
public sector financial reporting.
In summary, the research has the potential to make a significant contribution
to the academic literature in this field and to lead to improvements in accountability
in the UAE. This objective is strengthened by the fact that the government of the
UAE has sponsored the research.

1.4 Overview of Research Content

The problem of the study appears clearly in the lack of any previous efforts or
attempts to address the issue of accountability and financial reporting in the United
Arab Emirates, to the best knowledge of the researcher, after searching public and
private libraries in UAE, U.K., Egypt, Jordan and other Gulf Countries.
Consequently, this issue is addressed first in this thesis and to that extent can be
considered groundbreaking research.
In addition, the United Arab Emirates is distinguished from other Arab
countries in several ways. It is a country with high revenues, low population and
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overseas labour, which constitutes about 80% of total labour force. Moreover, it is
also characterised by a high level of governmental expenditure, which aims to
provide good quality public services.
The United Arab Emirates is one of the biggest oil-exporting countries with a
high level of per capita income and the country does not charge taxes due to the fact
that there is an alternative for these resources exemplified by oil. Oil, therefore, is
considered the economic heart of the country; and public sector organisations are
using a major share of its resources in order to provide services to the general public.
Hence, it is important that the general public is entitled to expect best value for
money and services that are responsive to their needs. In addition, they should be well
informed about how public services are run, who is in charge, and whether or not they
are meeting expected standards.
In this context, the quest to improve accountability and performance
measurement for the public sector organisations is essential, and financial reports are
considered as an effective tool for establishing accountability and improving
decision-making.
Accordingly, the study seeks to identify the reality of accountability, financial
reports and performance measurements of Federal governmental institutions in
United Arab Emirates as a developing and oil exporting country.
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1.5 The Objectives of the Study
The study aims to discover and explore the following:
1.

Discover the basis of financial reporting for central government institutions in
the UAE specifically in relation to identifying the nature of the current system
of reporting governmental performance.

2.

Assess the current governmental financial reporting practice in the UAE to
identify any weaknesses and to outline possible ways of correcting any such
weaknesses.

3.

Review the literature concerning performance reporting to identify the role of
academic and professional institutions in developing methods of measuring
government performance, and getting the contribution that developed
countries such as the United States of America and the United Kingdom can
make to the UAE in this area.

4.

Identify the problems of implementation of improved performance reporting
systems and suggesting means of tackling them that are effective within the
social and economic environment framework existing within the UAE.

5.

Identify users of financial reports and performance measurement in the UAE.

6.

Investigate methods of performance measurement practices in federal
governmental institutions in UAE.
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7.

Develop a special questionnaire that would be a reference for academic
researchers in the future to pursue this issue in UAE and other countries.

8.

Explore if there are significant differences due to demographic variables (Age,
sex, nationality, position, years of experience, qualification, country of higher
qualification, previous job, special training in performance measurement,
qualification in finance or accounting studies) in employees' perceptions
toward financial reports and performance measurement.

9.

Study differences between attitudes of state audit institution employees and
federal governmental institution employees toward the reality and means of
improvement as well as obstacles facing performance measurement and
financial reporting in the UAE.

1.6 Research Questions
This study aims to answer the following questions:
1.

What are the governmental ministries employees' perceptions toward the
importance of financial reports?

2.

What are the uses of financial reports?

3.

How do employees in ministerial government units in UAE evaluate financial
reports?

4.

What are the ways of improving financial reports?

5.

Who are the users of financial reports?

6.

What are the reasons for not using financial reports?
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7.

What are the perceptions of the group of employees in government ministries
toward the importance of non-financial information related to economy,
efficiency and effectiveness?

8.

What are the methods governmental units follow in performance evaluation?

9.

What are reasons for performance measurement within units?

10.

Who are the internal users of performance measurement reports in the
governmental units?

11.

What are the reasons for not carrying out performance measurement?

12.

What are the perceptions of the group of respondents working for SAI toward
performance auditing?

13.

What are the reasons for undertaking performance auditing?

14.

What are the procedures undertaken by SAI for measuring performance of
governmental units?

15.

How do SAI respondents evaluate performance audit reports?

16.

What are the ways of improving performance audit?

17.

Who are the external users of performance-auditing reports issued by SAI?

18.

What are the reasons for not undertaking performance audit by SAI?

1.7 Research Hypotheses
The main aim of this research is the assessment of efficiency level of
government financial reports and performance measurement in the UAE public
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sector. Therefore, in addition to the research questions mentioned above, this study
attempts to test the following five hypotheses.
Hypotheses 1
There are significant differences in the respondents' perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users and
reasons for not using financial reports) attributed to respondents' demographic
features.
Hypotheses 2
There are significant differences in the respondents' perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users and
reasons for not using financial reports) attributed to respondents' ministry/unit.
Hypotheses 3
There are significant differences in the Ministries respondents' perceptions
regarding performance measurement (methods, reasons, users and reasons for not
carrying out) attributed to respondents' demographic features (age, gender,
nationality, ...etc.)
Hypotheses 4
There are significant differences in the Ministries respondents' perceptions
toward performance measurement (methods of comparison, reasons of measurement,

users and reasons for not carrying out performance measurement) attributed to the
respondents' ministries.
Hypotheses 5
There are significant differences in respondents' perceptions regarding
performance auditing of governmental units attributed to respondents demographic
features.

1.8 Research Methodology

To accomplish the objectives and aims of the study, the research plan consists
of two stages. The first stage is designed to review the literature on accountability,
financial reporting and performance measurement in the public sector. The purpose of
this stage is to identify various important aspects and key issues relating to the subject
in order to develop a theoretical foundation, which is used as a frame of reference for
the research. The second stage is dedicated to the analysis and discussion of financial
reporting and performance measurement in the public sector of the UAE. To achieve
this end, two questionnaires have been developed within the frame of reference. This
method has been used to gather data from employees in eight Ministries and the State
Audit Institution concerning their attitudes towards the nature and effectiveness of
governmental financial reports and performance measurement. Chapter five deals
with methodological issues in more detail.
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1.9 Organisation of the Thesis
This thesis is structured into eight chapters. The thesis map is illustrated in
Figure 1-3 on page 23. The first chapter is a general introduction to the research and
highlights the significance of the study, the purpose of the study, and the
methodology of the research, research questions and research hypotheses.
The literature review is divided into two chapters. An extensive review of the
literature is carried out in chapter two and three with the aim of identifying the main
issues relating to the accountability, financial reports and performance measurement
in the public sector.
Chapter two reviews the literature on issues related to accountability and
financial reports in the public sector. Therefore, it is divided into two main sections.
The first section highlights briefly the accountability issues such as: historical
background, definitions, and types of accountability. Whereas the literature on the
importance of government financial reports in fulfilling government accountability,
the potential users and their needs are also reviewed in the second section.
Chapter three examines some important issues related to performance
measurement in the light of published theoretical literature in this field such as:
meaning and scope, background, importance, and difficulties of performance
measurement. Also, means to overcome some of performance measurement
difficulties are illustrated.
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Chapter four specifically reviews and discusses the background of the UAE
current governmental accounting system. The chapter is divided into three main
sections. The Federal General Budget in the Emirates is described in the first section.
The second reviews and discusses the regular reports and government final
statements. Internal and external auditing system is reviewed in the third section of
this chapter.
Chapter five introduces the research methods and tools employed in this
study. The data collection strategy is explained and the construction of the
questionnaires is described. The advantages and disadvantages of the methods used
are also acknowledged. The reliability and validity analyses of the instruments used
in this study are presented. This chapter also illustrates the statistical techniques used
to analyse the findings of the study.
Chapter six provides a profile of the questionnaires respondents. The
questionnaire results related to government financial reports are also analysed and
discussed in this chapter through answering six research questions and analysing two
major hypotheses. Non-parametric tools are used to examine the significance of
differences across different categories of respondents. The main statistical tools
employed are Kruskal- Wallis One-Way ANOVA and Mann Whitney tests.
Chapter seven analyses and discusses the result related to performance
measurement issues in the UAE through answering thirteen research questions and
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testing three major hypotheses. Kruskal- Wallis One-Way ANOVA and Mann
Whitney tests are used to examine the statistical differences among respondents.
Chapter Eight summarises the discussions in the thesis and outlines the
conclusions, limitation of the study, scope for further research and recommendation
that have been drawn from the study.
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Figure 1.3: The Research Structure
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Chapter Two
Accountability and Financial Reports in the Public
Sector: A Review

2.1 Introduction

The main objective of this study is to examine important issues related to
accountability, financial reports and performance measurement in the UAE. It
begins with a discussion of theoretical foundation that relate to these issues in
general.
While chapter three examines issues related to performance measurement
in the public sector through reviewing the literature in this field, this chapter deals
with issues related to accountability and government financial reports. The first
section highlights briefly the accountability issues such as: historical background,
definitions, and types of accountability. The literature on the importance of
government financial reports in fulfilling government accountability, the potential
users and their needs are also reviewed in the rest of this chapter. Therefore, this
chapter is organized as follows:
i.

Section 2.2 Accountability
•

Subsection 2.2.1 Historical Background of Accountability

•

Subsection 2.2.2 Definitions of Accountability
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•
ii.

Subsection 2.2.3 Analysis of Accountability

Section 2.3 Financial Reporting
•

Subsection 2.3.1 The Importance of Financial Reporting in
Fulfilment of Accountability

iii.

•

Subsection 2.3.2 Users of Financial Reports

•

Subsection 2.3.3 Objectives and Uses of Financial Reports

Section 2.4 Conclusion

2.2 Accountability
The term accountability appears in accounting, public administration,
education, behavioural science, medical, and political science literature. In most
settings, one party (individual, group, company, government, organization, etc....)
is said to be directly or indirectly accountable to another party for something,
action, process, output or outcome (Patton, 1992). According to Buckmaster
(1999), accountability has become vital in the public sector as governments effect
funding stringencies by introducing criteria based on the ability to prove that
specified goals have been achieved.

2.2.1 Historical Background of Accountability
Historically, the term accountability was found in the early stages of the
developed of civilisation when Aristotle wrote that in politics:
"To protect the treasury from being defrauded, let all public
money be issued openly in front of the whole city, and let copies
of the account be deposited in the various wards" (quoted from
Glynn, 1993, p. 15).
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According to Normanton (1966), the idea of accountability is very old, in
fact it is as old as the system of government itself. The concept was developed in
classical Athens. Athenian officials were answerable to the people; officials had
to undergo examinations of their official acts and the audits of their financial
dealings when their term in office came to an end. Officials appointed by the
public performed the activities of examination and auditing. Bird (1973) argues
that the concept of accountability can be traced to somewhere around 2000 B.C,
during the Babylonian civilization, when Hammurabi, King of Babylonian,
promulgated his legal code. He appears to have paid a good deal of attention to
the accountability of those who were entrusted with resources belonging to others.
This indicates that the history of accountability is as old as civilization itself.

On the other hand, Fowels (1993) points out that the word accountability
was rarely mentioned until the mid 1980s. He states two possible explanations of
this apparent omission. First, that it was genuinely a rarely discussed topic.
Second, that the topic was being discussed, but was actually referred to by another
word or concept.
Nevertheless, Levaggi (1995) thought that the increasing interest in
accountability is due to the fact that it is one of the most important elements of
any organizational structure. It plays a part in conserving the limited resources
and wealth of any society or economic unit via organizing and making available
the means that can help exploit these resources efficiently and in a sustainable
way.
In Britain, Johnson (1971) historically mentioned that the emphasis has
been almost exclusively on the procedures which would enable Parliament to
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examine a post check on the manner in which monies had been spent for the
purposes approved by Parliament but not proposed by them. Normanton (1971)
states that public accountability is much more; it is a rich and open source of
knowledge about how government services operate in actual practice, and of ideas
about how they should function.
In the United States of America, Government Accounting Standards Board
(GASB, 1987), in concept statement No. 1. entitled "Objectives of Financial
Reporting", accountability was defined as "the paramount objective from which
all other objectives must flow (GASB, 1987, para. 76-77). This view is also
shared by many writers and organizations (Patton, 1992; United Nations, 1989;
AAA, 1972).
Lawton and Rose (1994) state that accountability is not exclusive to the
public sector. Private sector organizations attach great importance to
accountability as a method of examining how people discharge responsibility and
the financial performance of the organization.
According to Ives (1987), the notion of accountability in the public sector
is more important than the private sector; in the public sector, governments raise
money through taxes and charges which need proper justification and utilization,
whereas in the private sector shareholders invest money voluntarily.
There are a number of reasons that give the concept of accountability
greater importance in the public sector than in the private sector. Lawton and
Rose (1994) summarized these reasons as follows:
i.

public sector organizations guard monies collected through taxation and
policies approved through the democratic processes, and the public
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demand that those responsible for public monies and public policies
present a public account of their activities;

ii.

because of the responsibilities entrusted to public servants, high standards
of conduct are expected from them. These standards will cover the way in
which they spend money, the way in which policy is determined and put
into practice, and sometimes even the way in which they conduct their
private lives; and

iii.

the goals of private sector organizations may be much more clear-cut and
more widely understood than those in the public sector. A characteristic of
public sector organizations is that they often have multiple goals that may
conflict with each other.

2.2.2 Definitions of Accountability
Accountability is an important element for the functioning of any
organizational system. It is not a simple concept in its complexity, history and
implications. It includes, for instance, stewardship and audit, exercise of
responsibility, reporting of performance, answering for behaviour, decisions and
actions, being open to inspection and judgement and subject to sanction and
reward (Hinton and Wilson, 1993). Gray (1983) argues that the term
accountability can be described in very precise terms and yet, more often than not,
it is used very loosely with little or no real understanding of its meaning. In
addition, Levaggi (1995) has a similar view stating that in spite of the fact that the
concept of accountability is an old one, the term itself has recently been used in
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the ordinary language of political discussion and this explains why it assumed an
ambiguous and perhaps slippery meaning.

On this basis, it is suitable to start this section by presenting some
definitions that deal with the expression of accountability.
Kohler's Dictionary (1993) identifies alternative meanings of the concept
of accountability as follows:
i.

The obligation of an employee, agent or other person to supply a
satisfactory report, often periodical, of action or failure to act following
authority.

ii.

The measure of responsibility or liability to another, expressed in terms of
money, units of property or other predetermined basis.

iii.

The obligation of evidencing good management, control or other
performance imposed by law, regulation, agreement or custom.

iv.

In government accounting the designation of the account or amount of a
disbursing officer's liability (quoted from Ma and Mathews, 1993, p. 69).
Gray (1983) suggested that the term accountability is synonymous with the

term responsibility. He relied in his definition on the Oxford English Dictionary
when he said that being liable to be called upon to account, a charge for which
one is answerable, morally accountable for actions. Thus any established
responsibility is in two parts:
i.

the responsibility for actions, and

ii.

the responsibility to account for those actions.
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According to Gray, accountability emerges from the second responsibility
to account for the way in which one has discharged the responsibility for actions.
Gray also believes that the best method for understanding accountability is
through the theory of principal-agent relationship.
Regarding the principal-agent relationship approach, accountability arises
from a contract (implicit or explicit) between two or more parties whereby a
principal:
i.

entrusts a responsibility (typically resources or power over resources)
owned by A to the care of B;

ii.

require B, under the contract, to provide information to A about B's actions
under the contract.
Moreover, Gray identified four elements or conditions that have to be
available in any accountability relationship:

i.

the general form of the principal-agent relationship or contract;

ii.

the actions to which that contract relates;

iii.

the information relating to those actions which will satisfy the principal's
needs of accountability; and

iv.

the channel (s) through which accountability will be discharged.
This kind of accountability might be conceived or implemented in the

private sector, as it is supposed that there is a simple and direct relationship in a
form of a contract between owners or shareholders on the one hand and the
administration on the other hand, which is supposed to manage the finances on
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behalf of those owners (shareholders) and have its limitation which was outlined
by owners (shareholders) in order to achieve the objectives that they set.
A good explanation of accountability in the private sector comes from Ijiri
(1975) when he argued that:
"If a person invests his own money in a business, he needs not
keep records of how he spent and earned his money... The
situation changes completely if the person invests someone else's
money in a business. The contractual (or at minimum, moral)
obligation to account for how the money was spent and how it
was earned... Viewed in this manner, accountability has clearly
been the social and organizational backbone of accounting for
centuries" (Ijiri, 1975, p. 32).
Vass (1992) thought that in such a simple form of accountability, the
relationship between the parties could be conceived as follows:
"The company provides information to shareholders and investors
through its reports and accounts and the management faces the
discipline of accountability to shareholders at the Annual General
Meeting and through the stock market. There may be other
general obligations and accountability, for example, to employees,
the community, the government and so on, but these are
contextual in a way which typically does not significantly distort
the primary accountability to investors as owners (Vass, pp. 307308).
According to this type of accountability, it is difficult, if not impossible, to
achieve the requisites of its implementation in the public sector. Ma and Mathews
(1993) argue that the accountability relationship in the public sector is mixed; the
term "owners" or "shareholders" which is the central of this approach is nowhere
defined, and there is confusion as to whether the owner of government
departments is Parliament, the executive government or the public. Streim (1993);
Freeman and Shoulders (1999), identified three levels of the accountability
relationship in the public sector:
i.

electorate... legislature,
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ii.

legislature... government,

iii.

government... bureaucracy.
Thus, it is difficult to determine the parties that have the right to practice

accountability over other parties, particularly when the "who", the "what" and the
"when" of the accountability relationship are not clear-cut (Patton, 1992).
Moreover, the Chartered Institute of Public Finance and Accountancy (CIPFA,
1998) argues that the principal agent model of accountability is limited in that it
ignores accountability in the wider sense of responsibility to other stakeholders,
such as, other providers of finance, employees, customers, clients and the wider
community and accountability for non-financial aspects of performance.
A particular difficulty of applying this model in the public sector
according to them, is that the identity of the agent is not always clear, in fact, it
may be far removed from the principal, given the complexity of organizational
structures in the public sector reflecting the fact that public money flows through
several bodies before it is spent.
Stewart (1984) illustrates the difficulty in conducting accountability in the
public (Government) sector when he states that:
"The requirement that those who exercise public power should be
accountable for that exercise may appear simple and clear, but the
application of that requirement to the complexity of government
and the variety of forms taken by governmental organization is by
no means straightforward" (p. 13).
One more definition of accountability is that mentioned by Jackson (1982)
who highlighted just one aspect of accountability, i.e. the information aspect, in
achieving accountability. He referred to the fact that accountability should
provide information, whether these were of past activities, or current ones or
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perceived information about future activities that might be conducted in the
future. Jackson asserts in his definition that:
"Basically, accountability involves explaining or justifying what
has been done, what is currently being done and what has been
planned. Accountability arises from a set of established
procedures and relationships of varying formality. Thus, one part
is accountable to the other one in the sense that one of the parties
has the right to call upon the other to give an account of his
activities. Accountability therefore involves the giving of
information. (Jackson, 1982, p. 220).
It is clear that Jackson's definition places accountability in a narrow
perspective, i.e., limited to provide an account or information and has no regard
for the aspects or the standards of accountability to evaluate or judge these
information.
Mayston (1992) sums up accountability in the accomplishment of users'
needs for financial reports. According to him, there is a link between achieving
accountability and the fulfilment of the needs of users of financial accounts. In the
public sector, however, there is no set definition agreed upon amongst all parties
involved which set out a definitive perspective for users of financial reports.
Additionally, until now there is no agreement on identifying the various different
needs of users and express them in one form acceptable to all.
Probably Dunsire (1978) defined accountability in a suitable way,
particularly when he envisaged that the common factor to achieve accountability
is related to making information available. He also believes that this information
does not have to be financial alone as there might be a need to make available
information that is non-financial. Dunsire explains the need to assess information
through measures and standards that already exist; consequently the outcome
might be either praise or blame. In his definition, Dunsire argues that:
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"being accountable may mean, as is now said about ministerial
responsibility, no more than having to answer questions about
what has happened or is happening within one's jurisdiction. But
most usages require an additional implication, the answer when
given, or the account, when rendered, is to be evaluated by the
superior or superior body, measured against some standard or
some expectation, and the difference noted; and the praise or
blame are to be meted out or sanctions applied. It is the coupling
of information with its evaluation and application of sanction that
gives "accountability" or "answerability" or "responsibility" their
full sense in ordinary organizational usage" (quoted from Stewart,
1984, p.14).
Furthermore, commenting on the outcome of accountability in Dunsire's
terms, i.e., praise or blame, Patton (1992) believes that real accountability is not
achieved in the case where the receiver of the information cannot praise or blame
the accounter for whatever the latter is being held accountable. Moreover,
National Federation of Housing Association (NFHA, 1995), states that
"an accountability relationship can exist only where those to
whom an account is given can exercise direct sanction over those
who are accountable" ( quoted from CIPFA, 1998, p.l 1).
In this context, it might be worthy to look into Langenderfer's definition
(1973, p. 50). He defined accounting as:
"A measurement and communication system to provide economic
and social information about an identifiable entity to permit users
to make informed judgments and decisions leading to an optimal
allocation of resources and the accomplishment of an
organization's objectives".
Moreover, he considers three aspects of his normative view of accounting:
i.

the nature of the information which is provided;

ii.

to whom the information is provided, and

iii.

the purposes for which the information is to be provided.
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As an addition, the American Accounting Association (AAA, 1966)
defines accounting as the process of communicating financial and non-financial
information to permit informed judgment and decision by users of information. In
summary, it could be said that Dunsire's accountability definition seems to have
been in line with that of American Accounting Association and Langenderfer's
definition of accounting.
Viewed in terms of authority, responsibility, power and delegation, Day
and Klein (1987, p.5) define accountability as acknowledging responsibility for
one's actions. They added that accountability and responsibility are often held to
be synonymous: a reminder that one cannot be accountable to anyone, unless one
also has responsibility for doing something.

2.2.3 Analysis of Accountability
In the preceding section, various different definitions of accountability
have been presented. The aim has been to shed light on the ambiguity and variety
involved in this expression. Although the above definitions of accountability
differ, they all assert that there are two main aspects inherent in the concept of
accountability. These aspects are:
i.

The need to make available information as a main factor in accountability,
although there is no need that the information available should be purely
financial. There might be a need to make available information that is not
only financial in nature in order to achieve effective accountability.

ii.

The need for assessing and measuring information according to measures
and standards previously identified in order to judge the outcome of the
activities upon which accountability is required.
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In spite of this commonality, a unified definition of the concept of
accountability is not yet achieved.
In this section, the reasons that make it difficult to unify the concept of
accountability, particularly in relation to the concept of accountability in public
sector, are presented. Levaggi (1995), among others, referred to this difficulty
saying:
"Accountability cannot be described by a set of homogenous and
fixed rules; its content depends on the economic purposes for
which the system of account is designed" (Levaggi, 1995, p. 288).
This view is shared by Heald (1983) who states that:
"The growth in the public sector, both in terms of its scale and the
diversity of its activities, has outstretched the traditional
machinery of public accountability, heavily dependent upon the
formal relationship between the executive and legislative. There
have emerged alternative views of what accountability entails,
involving different answers to both the substance and form of the
account. The concepts of accountability which now dominate the
debate are political accountability, managerial accountability and
legal accountability" (Heald, 1983, p. 155).
Hence, it might be possible to link or attribute the reasons for failure to
reach a definitive framework for the concept of accountability in the public sector
in two main areas: one of which is link to type of accountability required, the
other is related to the nature of the public sector where accountability lies. The
next two subsections examine these two areas in more detail.
2.2.3.1 Types of Accountability
The various public sector organizations and the multiple activities they
perform indicate that methods of accountability will apply in different situations.
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Therefore, generalization about the process of accountability in the public sector
is difficult. Moreover, the mechanisms of accountability in local authorities are
not the same as those in central government. In his study of Australia public
sector organizations, Sinclair (1995) found that accountability is continually being
socially constructed. It is multiple and fragmented with full accountability in one
dimension requiring compromised accountability in another. Additionally, Core
(1993) argued that public sector managers feel accountable to supervisors,
program managers, departmental secretaries, clients, ministers and parliament at
the same time. Parker and Gould (1999) state that the relationships among these
parties are defined by a combination of legislation, guidelines and therefore
accountability is conditioned by constitutional, legal, professional, statutory and
practical requirements.
Therefore, in order to understand the concept of accountability,
appreciation of its various types and the manner in which these types are applied
to public sector organizations are needed.
In the last three decades, several studies referred to the fact that
accountability is based on various different bases and types. Accordingly, each of
these bases will lead ultimately to different results and information.
Robinson (1971) describes three types of accountability when he
distinguished between three bases of accountability: the first is related to
programme accountability which investigates whether the task is carried out and
achieved its objectives or not. The second type is process accountability which
examines whether the action is done in line with the procedures for conducting
such a work, i.e. whether the time and effort that were put into it were sufficient
or whether the work is conducted as reported. The third is fiscal accountability
which investigates whether the finances were spent wisely and whether, for
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instance, the funds were all used to finance the expenditure that was supposed to
be financed. AAA (1972) identified four overlapping elements of accountability
which are:
i.

accountability for financial resources;

ii.

accountability for faithful compliance and adherence to legal requirements
and administrative policies;

iii.

accountability for the efficiency and economy of operations;

iv.

accountability for the results of government programmes and activities, as
reflected in accomplishments benefits and effectiveness.
Smith (1980) distinguishes nine types of accountability, these types

include:
i.

Constitutional accountability.

ii.

Decentralized accountability,

iii.

Consultative accountability,

iv.

Commercial accountability,

v.

Resource accountability,

vi.

Professional accountability,

vii.

Judicial accountability,

viii.

Quasi-Judicial accountability,

ix.

Procedural accountability.
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Later on, Heald (1983) incorporates these nine types of accountability
within his classifications which are:
i.

Political accountability.

ii.

Managerial accountability,

iv.

Legal accountability.

Glynn (1993) supports Heald's views (see Table 2.1 below) stating that:
"While legal accountability is primarily directed towards
providing protection for the individual against administrative
discretion, political and managerial accountability are concerned
more with the provision of an account of why funds were
disbursed in a particular manner and what results or benefits
thereby resulted" (Glynn, 1993, p. 20).
In developing his argument about these divisions, Glynn (1993) articulates
that sociologists and political scientists have devoted much time to developing a
variety of theories on the determination of public sector expenditure listed under
divisions I and III, whereas, economists have discussed technical aspects of
economic policy listed under division I and II. He claims that accountants have
not traditionally played a major role; they have only contributed to improving
commercial and professional accountability. Therefore, further work needs to be
carried out in order to improve the present level of constitutional decentralized
and resource concepts of accountability.
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Table 2-1: Concepts of Public Sector Accountability
Division
I. Political Accountability

Subdivision
(a) Constitutional accountability
(b) Decentralized accountability
(c) Consultative accountability

II. Managerial Accountability

(a) Commercial accountability
(b) Resource accountability

(c) Professional accountability
III. Legal Accountability

(a) Judicial accountability

(b) Quasi-judicial accountability
(c) Procedural accountability

the hallmark of parliamentary
systems
the devolution of control and
accountability, e.g. to local
authorities.
the involvement of interested
parties and pressure groups
publicly owned organizations,
financed by user charge and not
by budgetary appropriations
adopting managerial practices
that will promote the efficiency
and effectiveness of non
commercial entities; by the
establishment of an appropriate
budgetary control framework
self-regulation by professional
groups employed in the public
sector.
a review of executive actions at
the instigation of an aggrieved
individual;
decisions should be ultra vires
those required by statute,
the control of administrative
discretion, e.g. by review
tribunals
a review of decisions by an
external agency, usually by an
ombudsman.

Source, Glynn( 1993), pp. 18-19.

According to Day and Klein (1987), political accountability is about those
with delegated authority being answerable for actions to the public, whereas,
managerial accountability is about making those with delegated authority
answerable for carrying out agreed tasks according to agreed criteria of
performance. It has a number of dimensions:
i.

Fiscal/regularity accountability which is about making sure that money has
been spent as agreed according to appropriate rules.
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ii.

Process/efficiency accountability which is about making sure that a given
course of action has been carried out, and that value for money has been
achieved in the use of resources.

iv.

Programme/effectiveness accountability which is about making sure that a
given investment of resources has achieved its intended results.
Furthermore,

Stewart (1984) emphasizes the bases upon which

accountability is established when he says there is a ladder of accountability (see
figure 2.2), and only by identifying clearly with which rung one is concerned, at
any particular instant, can one begin to establish the relevant parties to that level
of accountability and who should exercise sanction over whom.

LEVEL 3

POLICY ACCOUNTABILITY: SELECTION OF POLICIES PURSUED AND
REJECTED.
PROGRAMME ACCOUNTABILITY: ESTABLISHMENT AN ACHIEVEMENT
OF GOALS.
PERFORMANCE ACCOUNTABILITY: EFFICIENT OPERATION.

LEVEL 4

PROGRESS ACCOUNTABILITY: USING ADEQUATE MEASURES.

LEVEL 1
LEVEL 2

ACCOUNTABILITY:
PROBITY
REGULATIONS
Figure 2-2: Stewart's Ladder of Accountability
Source: Tomkins, 1987, p. 63.
LEVEL 5

COMPLYING

WITH

LAW

According to Stewart, accountability for probity is related to the avoidance
of an illegal action. The objective of this accountability is to ensure that funds are
used in the correct way, in line with the target to which funds were allocated.
Accountability for legality monitors the legality of the case and ensures that there
is no illegality in the performance of the action. Accountability for efficiency is
interested with the effective use of resources and ensuring that nothing was
unnecessarily wasted. Accountability for good administration concerns itself with
the monitoring of mal-administration, specifically when there is poor
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AND

administration that resulted in unfair treatment. He arranges these alternative
bases of accountability in a hierarchical order as a "ladder" which begins with
accounting for probity and legality (i.e., the resources were used properly and in
accordance with the law). The information here is necessary to establish
accountability on a legal basis, particularly with regard to lawful expenditure;
thus, any appropriate venue can be exploited to fulfil this accountability (level
two of the ladder). This deals with detailed information about the processes that
were followed towards the achievement of an action; it is not meant to deal with
the end of outcome of the action itself. The other two levels of the ladder are
performance accountability and programme accountability. These two assess the
performance of an action and the goal achieved. According to Stewart, it is a
ladder that leads from accountability by standards to accountability by judgment.
Tomkins (1987) argues that Stewart's ladder of accountability suggests
that different people or interest groups and different information sets are involved
at different levels of accountability. Moreover, this model distinguishes between
political accountability (at the top of the ladder) and managerial accountability (at
the bottom of the ladder) thus, care should be taken to avoid simple dichotomy.
Recently, GASB (1993, page. 11) followed the same path as Stewart's
ladder. They outline a five step ladder of accountability:
Level 1: Policy accountability-selection of policies, pursued and
rejected value.
Level 2: Program accountability-establishment and achievement
of goals (outcomes and effectiveness)
Level 3: Performance accountability-establishment and
achievement of goals (efficiency and economy)
Level 4: Process accountability-using adequate processes,
procedure or measures in performing the actions called for
(planning, allocating and managing)
Level 5: Probity and legality accountability-spending funds in
accordance with the approved budget or being in compliance with
laws and regulations (compliance)
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Another types of accountability identified by Lawton and Rose (1991).
Their list included five types of accountability as follows:
i.

Political accountability,

ii.

Managerial accountability,

iii.

Legal accountability,

iv.

Consumer accountability,

v.

Professional accountability.
It is clear from this list that they have added a new type accountability of,

i.e., consumer accountability which they introduce as the contexts of members of
the public using the ombudsman procedures to pursue complaints of mal
administration and seeking greater responsiveness from public service
organizations.
Gray and Jenkins (1993) forged three codes of accountability, namely,
financial, managerial and professional. These codes constitute the basis on which
it is achieved and worked. They refer to financial accountability as economic and
legal rationalities assuring that agent's accountability for probity, adequacy of
internal controls and for economy and efficiency. The managerial accountability
draws on legal, economic technical rationalities, emphasizing the agent's
accountability for organizational integration, for consistency of service provision
and for economy and efficiency. The professional accountability draws on
professional, legal and technical rationality, emphasizing the agent's conformance
to the norms associated with profession and the accountability of professional
standing as well as for the regularity of consistency of service provision.
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Diegling et al., (1996) agreed that each of the codes combines different
forms of rationality and states its own definition of the scope of the agent's
accountability and the methods by which this will be realized. Five rationalities
are associated with these codes.
Moreover, Chew and Greer (1997) explain that legal rationality determines
the fundamental rules that are to be used in promoting rationality, assigning
responsibility, managing differences and containing conflict. Economic rationality
specifies the economic calculus by which alternative uses of resources are
evaluated. Social rationality establishes the conditions, which have to be
confronted if social integration is to be achieved. Political rationality sets out the
actual needs for sustaining the integration of decision-making structure and
processes. Technical rationality considers the knowledge-based criteria by which
means are chosen in relation to ends.
Sinclair (1995) identified five forms of accountability operating at the
public sector management level. These types are: political accountability, public
accountability,

managerial

(i.e.

financial)

accountability,

professional

accountability and personal accountability.
Personal accountability a new form of accountability emerged from
Sinclair's list. According to Hinton and Wilson (1993) personal accountability,
which is termed individual accountability relates to the integrity and morality of
public service officials.
Glynn and Parkins (1997) identified six public accountability relationships
in their study of control and accountability in the British National Health Service
Market (BNHS). These relationships are: professional disciplinary/occupational
accountability, managerial accountability, inter-departmental accountability,
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purchaser accountability, financial/fiscal accountability and public/consumer
accountability.
Professional accountability, according to Glynn and Parkins, is being
replaced by managerial accountability. Thus, specialists are becoming less
accountable to their professions and more accountable to managers and
supervisors within their organizations. Inter-departmental accountabilities are
enforced by the artificial market mechanisms such as transfer prices being applied
in order to quantify departmental outcomes even when there is no direct dealings
with and external group. Purchaser accountability pursued in terms of control and
performance evaluation systems designed to ensure the delivery of value for
money by public

sector and contracting organization.

Financial/Fiscal

accountability is a focus of accounting information system redesigned and
promoted in order to widen the scope and deepen the penetration of government's
prospective into financial costs and outcomes. Public consumer accountability
involves the answerability of both ministers and public sector managers for the
impact of their policies and actions upon the community and its constituent
groups and individuals.
In summary, it is evident from classifications of accountability outlined
above that there are increasingly differing forms of accountability emerging in the
public sector. Undoubtedly, such variety of types of accountability leads to
different interpretations of this concept and may encourage the emergence of
alternative definitions in the future.
2.2.3.2 Accountability and the Nature of the Public Sector
In the public sector, accounting differs radically from that implemented in
the private sector. This is because the financial objectives of the two sectors are
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quite different. The public sector is concerned with the delivery of services and
the management of the national economy while the private sector is profit
motivated. Thus, both owners and managers of the private enterprises are
perceived as having similar expectation as to maximizing profit, and indeed the
equity value of their establishments. Hence, it can be concluded that the needs for
accounting information are identical (Glynn, 1993).
Unlike accounting information in the private sector, public sector
accounting information encompasses a much more diverse and wider scope of
information that is required by various different parties. In spite of the fact that
various groups of users such as creditors and employees have common interests
with the private sector, the public sector might also be asked to present
information to other concerned parties such as taxpayers, politicians and service
users. It is clear that what the people that can be identified under the last group
demand is far from being identical, i.e. different people have different demands
and needs.
In addition to the variety of users of public (government) information,
there is a diversity of institutions and commissions that the public sector contains.
Jones and Pendlebury (1996) explained that the public sector has a diversity of
heterogeneous units. They described the British public sector as involving:
i.

governments;

ii.

local government;

iii.

state governments;

iv.

nationalized industries and public corporations;
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v.

non-departmental public bodies (NDPBs) also known as quasiautonomous non-governmental organizations (Quangos);

vi.

Charities;

vii.

Co-operations;

viii.

Trade unions, etc.
It is clear that the above units differ in the responsibilities and the services

they offer. These units as well differ in the means of obtaining financial resources.
Thus, the quality of accountability differs from one unit to another, so it cannot be
assumed that the kind of accountability that is required by each unit is identical to
that of another.

2.3 Financial Reporting

This section attempts to examine, in the light of published public
accounting literature and the conceptual frameworks developed by accountants
in a number of developed countries, the following important issues:
i.

the importance of financial reporting in fulfilment of accountability;

ii.

users of financial reporting; and

iii.

uses of financial reporting,

2.3.1 The Importance of Financial Reporting in Fulfilment of
Accountability

It is clear from the previous section that the common feature of
definitions of the concept of accountability is providing information to serve
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the users needs. Accordingly, government accountability and public sector
accounting have the same objective.
According to Barton (1982) and Suttcliffe (1985) the aim of financial
reporting and of an accounting system should be to satisfy the needs of users for
financial information on the economic affairs of a firm. Users require financial
information about the unit operations and its resources and obligations for use in
economic decision-making and control for accountability purpose. In the United
State of America, the report of the committee of Concepts of Accounting
Applicable to the Public Sector of the American Accounting Association 19701971 (AAA, 1972) identified the primary objectives of accounting in the public
sector:
i)

to provide the information necessary for faithful, efficient and
economical management of an operation and of the resources
entrusted to it;

ii)

to provide information to enable the effective monitoring of
programmes and the use of resources under their direction; and

iii)

to permit all public officials to report to the public on the results of
government operations and the use of the public funds.
According to Oshisami and Dean, (1984) the objectives of public sector

accounting are:
i)

to demonstrate the propriety of transactions and their conformity
with established rules;

ii)

to give evidence of accountability for stewardship of public
resources;

iii)

to provide useful information for the control and efficient
management of public sector operations.
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In Australia, the Australian Accounting Research Foundation (AARF,
1990), in its Statement of Accounting Concept SAC2 "Objectives of General
Purpose Financial Reporting"; which updated and replaced SAC1 "Objectives
of Financial Reporting by Public Sector Entities" establishes the objective of
general purpose of financial reports. That objective is:
"to provide information useful to users for making and evaluating
decisions about the allocation of scarce resources" (para.38).
Also this statement makes it clear that general purpose financial reports
have a major role in assessing the discharge of accountability, when it stated
that:
"Management and government bodies shall present generalpurpose financial reports in a manner which assists in discharging
their accountability" (para. 39).
In New Zealand, the New Zealand Society of Accountants (NZSA,
1987) consider that the accounting in the public sector should be capable of
producing information that could be helpful for:
i.

evaluating accountability;

ii.

assessing financial results;

iii.

evaluating effectiveness and efficiency; and

iv.

useful for the decision-making for the allocation of funds and
resources.
Similarly, Ma and Mathews, (1993) argue that governments need their

accounting systems to produce information which could help to achieve the
following aims:
i.

to insure accountability;

ii.

to facilitate management control;

iii.

to assist in formulating policies of raising revenue and service
delivery; and

iv.

to assist overall economics management and formulation of social
policy.
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It is clear from the above discussion that the basic objective of public
sector accounting and of accountability is to provide useful information; which
will assist users in making economic-decision, allow for the assessment of the
entity's financial position, show the results of the operations, and help for
discharging accountability. Therefore, the governmental financial reports are the
crucial elements in the discharge of this duty to external users.

Van Peursem and Pratt (1998) argue that where a government has
promised to provide public services therefore, they should be held accountable for
so doing and the annual reports are one means of meeting this requirement.
GASB, (1987) also makes this view clear when it stated that:
"financial reporting plays a major role in fulfilling government's
duty to be publicly accountable in a democratic society. Public
accountability is based on the belief that the taxpayer has a right
to know, a right to receive openly declared facts that may lead to
public debate by the citizens and their elected representatives
(GASB, 1987.para.ii).
Also, GASB in 1994 makes a similar statement when it states that:
"Financial reporting is not an end in itself but is intended to
provide information useful for many purposes. Financial reporting
helps fulfil government's duty to be publicly accountable.
Financial reporting also help to satisfy the needs of users who
have limited authority, ability or resources to obtain information
and who therefore, rely on the reports as an important source of
information. For that purpose, financial reporting objectives
should consider the needs of users and the decisions they make"
(GASB, 1994, p.7).
Suttcliffe el al, (1991) argue that there is considerable support for the
view that governmental departments should prepare general-purpose financial
50

reports. That support is based on a recognition that governmental departments
control significant resources and there are some users who are dependent only
on financial reports as the principal source to gain information about the use of
those resources.
In summary both accounting and accountability are concerned with
meeting the information needs of users through financial reporting. As the result
the questions arise as to whom public sector organizations should provide
information and what kind of information that can satisfy there needs. As sir
Kenneth Sharp (former head of the UK Government Accounting Services
argued:
"Financial information is not an end it self, but is provided to
enable people to take decisions. In assessing its adequacy it is
necessary to know who wants the information and what use they
wish to make of it" (Sharp, 1985,p.23).
The next two subsections try to answer these questions through
examining the accounting literatures in this field.

2.3.2 Users of Financial Reports

A contemporary view of financial reporting has been to see it in terms of
providing information to satisfy the information needs of the external users. The
terminology of "external users" means that the users for whom the reports are to
be prepared are taken to be parties external to the organization and do not have
access the underlying data and information, and do not have authority, power,
and ability to call for specific reports that could serve their particular needs.
American Institute of Certified Public Accountants Study Group
(AICPA, 1973) in its first publication entitled "Objectives of Financial
Statements" stated in the second objective that:
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"An objective of financial statement is to serve primarily those
users who have limited authority, ability, or resources to obtain
information and who rely on financial statements as their principal
source of information about an enterprise's economical activities"
(P-17).
Rutherford (1992) suggests that there are two ways to search for users of
financial reports; the positive approach and the normative approach. The first
approach applies empirical methods to identify actors who use or would use
financial reports of public sector and, to identify what decisions they wish to
take and what information they need. The second approach builds a
specification of information needs by a priori theorizing, but this theorizing
must be derived from empirically plausible, actual or potential, users with
empirically plausible classes of decision to be taken. According to Rutherford,
most of the conceptual frameworks tend to be normative in approach and to base
arguments about information needs on a priori assertions rather than rigorous
empirical research.
This view also supported by Mayston (1992a) when he stated that:
"As a normative objective for financial reporting, the meeting of
user's needs has now been widely accepted as the central
objective by a long series of reports on the objectives of financial
reporting in the private sector ....... and in the public sector"
(p.228).
As the result, the lists of users of public financial reports are different
from one framework to another. For example, the Municipal Finance Officers
Association (1968) identified the financial report users as:
i)

Internal management; considered primary user, and they use reports for
administration purposes, budgeting and determining compliance
regulatory requirements,

ii) Legislative and governing bodies; these oversight groups use the reports
to evaluate programs, prepare budgets, determine compliance with
budgetary restrictions, evaluate administrative performance and defend
their stewardship responsibilities to the electorate.
52

iii) General public; defined as individual citizens, taxpayers and, political
groups. The general public use reports to determine the cost of public
services, the adequacy of revenues, and the stewardship and efficiency of
public officials.
iv) Investors and creditors; they use public financial reports to appraise the
debt capacity of government.
v)

Other government; grantor agencies and other levels of government use
reports to determine if funds have been used for intended purposes.

vi) Public

interest

groups;

defined

as

educational

and

research

organizations, statistical reporting agencies and individuals such as
accountants, financial analysts, economists and political scientists.
According to the Municipal Finance Officers Association, these
individuals use public financial reports to improve public financial
administration.
This list of users and their objectives in using public financial reports
seems large and comprehensive on one hand, but on the other hand, it seems
unrealistic. For example, many writers assert that public is the most important
potential user group in terms of numbers, voting power and financial support
provided by the taxes (Henke, 1986).
The Commonwealth Joint Committee of Public Accounts (1986) argues
that, government reports are not simply an accounting to Parliament for the
departments' administration and management, but also a source of information
to the public. According to The Commonwealth Joint Committee, the public, as
well as the Parliament, is entitled to an account of how well the department has
performed.
However, it is questionable whether the general public would be in a
position to use financial reports of public sector organizations to assess the
efficiency of public officials or determine the cost of public services.
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According to Daniels and Daniels (1991), the public makes little use of
governmental financial reports. This view is shared by authors such as Gaffney
(1986); Jones et al (1985); and Zimmerman (1977).
Alijarde (1997) in his study of the usefulness of financial reporting in
Spanish local governments concluded his research by:
"Finally, the citizens are not considered to be important users
of financial reporting, showing that a change of mentality is
necessary before Spanish citizens can use this
information"(Alijarde, 1997, p.23).
Moreover, to highlight the difficulty to search for potential users of
governmental financial reports see this as another example, while accounting is
designed largely for the benefit of external users of the public financial
reporting, who are unable to command the preparation or influence the supply of
financial information. Many frameworks identify that the parliament is one of
the external users in spit of the fact that, parliament has unlimited authority to
command the proportion of any financial information it seeks from
governmental departments or units.

Again, as mentioned before, the list of users has been refined over time,
as the following discussion will indicate.

In April 1971, the Board of Directors of the American Institute of Certified
Public Accountants (AICPA), in response to the criticism of corporate financial
reporting, and the realization of the need of a conceptual framework of
accounting, announced the formation of the Trueblood Committee'. This
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committee was charged with the task of developing the objectives of financial
statements. In particular, to determine the following points:
i.

to identify who would need financial statements;

ii.

what information would be needed;

iii.

how much of this information could be provided through accounting; and

iv.

establishing a relevant framework to provide such information.
The Trueblood Study investigated the relevance of financial statements for

potential users to obtain information, as well as offering twelve objectives of
financial statements. Although objective No. 11 was aimed specifically at
'government units and non-business organizations', many writers argued that the
study did not explicitly and comprehensively deal with public sector units and
non-profit making organizations (Sprouse, 1974; Jones, 1992).
In 1973 the replacement of the Accounting Principles Board (APB), by
FASB took place, and in November 1978 the first statement was issued based on
the findings of the Trueblood Study. "The statement of Financial Accounting
Concept No.l" emphasized that the main objective of financial statements was to
provide information, which might be useful in making economic, and business
decisions. This statement also recognized a wide range of potential users, but its
main area of concentration was, the needs of investors and creditors in making
rational investment, credit and similar decisions. This is clear from paragraph
No.34, which stated that:
"financial reporting should provide information that is useful to
present and potential investors and creditors, and other users, in
making rational investment, credit, and similar decisions."(FASB,
1978, Statement No.l, para. 34).
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In 1977, the FASB commissioned Robert Anthony, of Harvard University,
to provide a conceptual framework project for non-business organizations. The
Anthony Study led to the Statement of Financial Accounting Concepts No.4,
(Objective of Financial Reporting by Non-business Organizations, published
December 1980). In his study, Anthony (1978) pointed out that the list of
financial report users should be brief, in order to be useful. He made this view
clear when he stated that:
"although a long list of classes of users can be provided, financial
reports cannot be designed to meet the precise needs of each of
these classes. As a practical matter, a very few predominant
classes of users must be identified; the financial reports must then
be designed to meet the needs of these classes, with expectations
(which may be only a hope), that the needs of other classes of
users will be met adequately by such reports"(Anthony, 1978
p.40).
According to Anthony, there was nothing inherently different in
accounting for business and non-business units, and as a result, Anthony
identified five primary users of non-business organisation financial reports:
i.

governing bodies;

ii.

investors and creditors;

iii.

resource providers;

iv.

oversight bodies; and

v.

constituents.
According to Jones (1992), the methods that Anthony used which led to

these conclusions was by avoiding to deal with areas where schism between
business and non business organizations might open up and, by offering a list of
users and their needs in general terms that could be applied to any organization
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whether in public sector or private sector.

Drebin, Chan and Ferguson (1981), have provided another useful
contribution to this field, in their report entitled "Objectives of Accounting and
Financial Reporting of Government Units". This study was commissioned and
published by the National Council on Government Accounting (NCGA). Drebin
et al (1981), not consider users needs for information legitimate unless the
benefits received exceed the cost of providing the information. Therefore, the cost
factor, in their view, in providing additional disclosures of financial reporting is
an important element. Moreover, the overwhelming idea offered by their study is
that, government accounting is quite different from private accounting.
Accordingly, their framework identified the following user groups as having
legitimate needs:
i.

taxpayers;

ii.

grantors;

iii.

investors;

iv.

fee-paying service recipients;

v.

employees;

vi.

vendors;

vii.

legislative bodies;

viii.

management;

ix.

voters; and

x.

oversight bodies
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Another contribution to this field came in 1983, when Van Daniker and
Pohlam identified the following external users of governmental financial reports:
i.

creditors;

ii.

legislators;

iii.

state officials;

iv.

constituents and the public;

v.

grantors and other governments; and

vi.

special interest groups.

In 1984, the Government Accounting Standards Board (GASB) was
established. The focus of this board was to report at state and local government
levels; however, it did not have authority to develop frameworks applicable to
federal government level. In 1987, the GASB issued its first concept statement,
"Objectives of Financial Reporting". In this statement GASB synthesized most of
the users of external government financial reports identified in the literature into
three main user groups:
i.

ii.

Citizenry:
•

citizens

•

media

•

advocacy groups

•

public finance researchers

Legislative and oversight bodies:
•

members of state legislators
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iii.

•

county commissioners

•

city councils

•

boards of trustees

•

school boards

•

executive branch officials with oversight responsibilities.

Investors and creditors:
•

individuals

•

institutional investors and creditors

•

bond rating agencies

•

bond insurers

•

financial institutions

The main group of users was reduced to just three, in keeping with
Anthony's perspective, that the list should be kept brief to be useful, and the fact
that it is not feasible to satisfy the needs of every user. Moreover, the GASB
concluded that external financial reports should primarily meet the needs of users
who have limited access to government financial information. As a result, the
GASB excluded internal management as a predominant user group since it has
access to information needed for decision-making.
So far, the concentration of this section has been on American
frameworks, and that reflects the relative importance of that country's contribution
in initiating and driving the development of conceptual frameworks in other
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countries.
Australia is another country that has made significant contributions to this
field. In December 1987, the Australian Accounting Research Foundation
Proposed Statements of Accounting concepts for business and non-business
organizations were issued. This statement identified a list of users as being:
i.

parties performing a review or oversight function such as parliament,
government and regulatory agencies;

ii.

taxpayers and ratepayers (resource providers), other recipients of services,
special interest and community groups;

iii.

lenders and creditors;

iv.

analysts and the media;

v.

management and governing bodies;

vi.

employees, labour unions; and

vii.

suppliers.

It is clear from this that the board excluded the general public from the list
of users of external financial reports. However, the list included management
bodies that were interested in general purpose financial reports.
Recently, in December 1993, the AARF issued Australian Accounting
Standard No.29 (AAS 29) on behalf of the Public Sector Accounting Standards
Board (PSASB) and the Australian Accounting Standards Board (AASB). The
AAS 29 is based on recommendations of a discussion paper No. 16 entitled
"Financial Reporting by Government Departments" (Suttcliffe et. al. 1991). The
aim of this paper was to address the following issues:
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i.

to determine the subject matter to be encompassed by general purpose
financial reporting;

ii.

to identify the characteristics of those entities which should prepare
general purpose financial reports;

iii.

to identify the objectives of general purpose financial reporting;

iv.

to determine the fundamentals of general purpose financial reports
including the qualitative characteristics of financial information and
identification and definition of the elements of financial reports;

v.

to locate the type of information which should be disclosed and the format
for display of that information; and

vi.

to identify the policy matters which relate to issues such as the scope and
applicability of accounting concepts and standards, and the audit statutes
of resultant information disclosures (Suttcliffe et. al. 1991 ).

Accordingly, the AAS 29 (para.21) identified several potential users of
governmental financial reports as follows:
i.

parliament;

ii.

taxpayers;

iii.

creditors;

iv.

consumers;

v.

donors;

vi.

regulators; and

vii.

special interest groups.
However, while the standard, (para.23) identified parliaments to be the
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most important user, it did not provide any indication of the relative importance of
other potential users of financial reports.
Stewart and Puglisi (1997) conducted a survey study to evaluate and
examine the Australian Accounting Standard (AAS 29). The results of their study
indicated that 90.5% of the subjects they questioned rated parliament to be
potentially the major user of general-purpose financial reports. This result
supported the opinion of the AAS 29. According to Stewart and Puglisi, this result
reflected that parliament has political and legal authority over all government
departments' activities and performance. Moreover, the result of the study showed
that special interest groups were rated by 67.1 % of the subjects asked, as a
relatively significant user group, and that 59.4% perceived regulators and 58.4%
perceived government departments as fairly modest users of general-purpose
financial reports.
Other important contributions to the conceptual framework literature have
emerged from New Zealand. In 1987, the New Zealand Society of Accountants
(NZS A) issued a statement of Public Sector Accounting Concepts. This statement
applied to all public sector organizations whether local government or central
government levels. It is clear from the objectives of the statement that government
external reports should disclose information useful for evaluating accountability
over the use of public resources and decision-making about the allocation of funds
and resources. Also, this statement identified the following users of external
reports:
i.

elected or appointed representatives in local authorities and parliament;

ii.

citizens including for example, electors, taxpayers, ratepayers, recipients
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of goods, services or benefits provided by public sector entities;
iii.

providers of resources; and

iv.

analysts and the media.
In 1993, this statement was replaced by a new concept, which was entitled

'Statement of Concepts for General Purpose Financial Reporting' (NZSA, 1993).
According to Coy et al. (1997), the significance of this new framework was that it
had a common set of concepts for all organizations in New Zealand, whether
these organizations were in the public or private sector. Also, this statement
excluded citizens and service recipient groups from the list of potential users of
financial reports, which were identified in the NZSA earlier publications (1987,
1991). It is clear from these significant changes that this statement had been
influenced by Anthony's conceptual framework, which was published by the
FASB in its statement No.4.

2.3.3 Objectives and Uses of Financial Reports
The significance of financial reporting to the users of the public sector has
been discussed by many authors (for example, Alijerade, 1997; Daniels and
Daniels, 1991; Drebin et al., 1981; Canadian Institute of Chartered Accountants,
1986, Coy et al., 1997; Lapsley, 1992; Mayston, 1992a, 1992b; Tayib, et al.,
1999). As stated by IF AC (1991), the main objective of financial reporting is to
provide useful information. To be justified, then, every objective, standard,
principle and practice should be formed to meet users' needs.
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In developing their study, Drebin et al. (1981) incorporate five objectives
of government financial reports with twenty-two types of user's needs. These
objectives and uses are:
Objective one: To provide financial information useful for deciding and
estimating the flows, balances and requirements of short-term financial
resources of the government unit.
Users' need:
i.

For determining and estimating the balances and accessibility of short-term
financial resources;

ii.

For anticipating the need to achieve additional short-term finance
resources;

iii.

For anticipating the impact on short-term financial resources of particular
revenue and other financial source;

iv.

For predicting the impact on short-term financial resources of planned
activities;

v.

For anticipating the ability of government unit to meet its short-term
duties.

Objective two: To provide financial information useful for forecasting and
determining the economic condition of the government unit and variations
therein.

Users' need:
i.

For establishing the value and forecasting the service potential of resources
retained by the government,
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ii.

For establishing whether the value and services potential of physical
resources have been sustained;

iii.

For anticipating the amounts of timing of future expenses resulting from
present commitments and the adequacy of the government unit to meet
when;

iv.

For anticipating and establishing the cost of services afforded by the
government.

Objective three: To provide financial information useful for monitoring
performance under terms of legal, contractual and fiduciary requirements.
Users' need:
i.

For establishing whether resources were employed in confidence with
legal and contractual obligations;

ii.

For anticipating whether resource contributions of taxpayers, grantors and
service recipients planned to support activities were enough to recover the
cost of these activities;

iii.

For predicting whether fees are in harmony with legal, grant or contractual
obligations;

iv.

For accounting for the use of resources entrusted to public employees.

Objective Four: To provide information beneficial for planning and budgeting,
and for anticipating the impact of the acquisition and allocation of
resources on the achievement of operational objectives.
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Users' need:
i.

For anticipating the impact of programme options on short-term financial
resources of the government unit;

ii.

For predicting the impact of programme options on the economic
circumstances of the government unit;

iii.

For establishing the amount of resource contributions of taxpayers,
granters and service recipients needed to support activities;

iv.

For anticipating the effectiveness of proposed programmes and activities
in accomplishing goals and objectives as well as the distribution of
benefits among groups;

v.

For predicting the occurrence of the burden of supplying resources for
government activities.

Objective five: To provide information beneficial for evaluating managerial and
organizational performance.
Users' need:
i.

For establishing the cost of programmes, functions and activities in a way
that simplifies analysis and valid comparisons with established criteria and
with other government unit;

ii.

For evaluating the efficiency and economy of operations of organizational
units, activities and functions;

iii.

For assessing the outcomes of activities and functions and their
effectiveness in accomplishing goals and objectives;
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iv.

For measuring the equity with which the burden of supplying resources for
government operations is dictated.
Jones and Pendlebury (1996) argued that these objectives and uses reveal

the effect of adopting the differential approach to determine users' needs. This
clarifies that distinction can be drawn between revenue items (objective 1) and
capital items (objective 2). Moreover, users' need indicates that a distinction must
be shaped, and accounted for, within the resources provided by taxpayers,
grantors and service recipients which shows whether their grants were enough to
cover the costs.
A further contribution to this field has been provided by CIPFA (1995).
They determine various needs and interests of the users of government financial
reports in accordance with actual and potential users. In their study CIPFA
distinguished eleven potential users and sixteen users' needs. Those users and
their needs are (quoted: Tayib et al, 1999, p. 119-120):
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Table 2-2: Users of Financial Reports and Their Needs
Interests and needs
Users
Central Government
department
The public as voters
The public as taxpayers
The public as service
users
Managers
Employees
Suppliers

Competitors
Regulators
Lenders
Investors
Pressure groups

To check that expenditure has been legitimate.
To check that statutory regulations are being complied with.
To check that minimum service provisions have been met.
To assess the performance of their elected representatives.
To confirm that the level of taxes and charges is justified.
To assess that services are provided to the highest possible standard
are distributed fairly.
Budget preparation and monitoring strategic planning.
Assessing performance and efficiency.
To assess the scope for salary increase.
To asses whether or not the organization will continue to demand
their service.
To reassure themselves that payment for past services will be
forthcoming.
For information that the organizations policies and prices that may
help them gain a competitive advantage.
To check that the organization has met its service commitments fairly
and effectively and has provided value for money.
To gain information that enables them to compare the return they
receive with alternative investments.
To reassure themselves that the organization is being well managed
and that their investment is secure.
To assess information on the equity of service provision, or the
financial decisions of the organization that support their case.

In a similar direction, AARF (1991) had categorized the possible users of
governmental financial reports and their needs. Information needs of user groups
are outlined below:
i.

Providers of resources or their representatives:
•

recognized the resources controlled and obligations incurred,

•

evaluate the department performance in achieving its goals, and

•

specify that funds have been spent consistent with legislative or
other authorization.

ii.

Recipients of services or their representatives:
•

identify the level of fund that have been assigned to the provision
of particular services and the extent those have been used
efficiently and effectively,
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•

to confirm that the services granted were those intended by
governments.

iii.

Parties performing a review service for all taxpayers or for special interest
groups
•

to determine the resources committed to a particular types of
service,

•

to verify that resources have been distributed as intended,

•

to estimate the extent to which individual departments have
operated economically and efficiently in the interest of the
community.

Earlier, Jones et al. (1985) followed the same approach to determine users
needs. They claimed that investors/creditors are interested in government financial
reports in order to determine the ability of the government to repay its debts.
Legislative/oversight officials are interested in government financial reports to
help them deciding compliance, assessing expenditures and monitoring
performance and financial position. Whereas, citizens are interested in diversity of
information such as: cost of services.
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2.4 Conclusion
This chapter has highlighted the conceptual issues of accountability and
government financial reports. These issues are: historical background of
accountability, definitions and analysis of accountability, importance of financial
reporting in fulfilment of accountability, and finally, users and uses of government
financial reports.
Historically, the idea of accountability is very old; initially, the primary
focus was on the procedures, which would enabled Parliament to carryout a post
check on the manner in which money had been spent. However, the literature
demonstrates over time an increasing in the concept of accountability and a
broadening of its meaning in the public sector. Although, accountability is very
important issue in the public sector the literature acknowledging its complexity
and more often misunderstanding of its real meaning.
In general, accountability implies an obligation to supply useful
information, both financial and non-financial and whether these information
should relate to past activities, or current, or about future activities, to the
potential users in order enabling them to take right decisions.
Referring to the importance of government financial reports in fulfilment of
accountability, the literature acknowledges and supports the role that financial
reports play by assessing and evaluating the discharge of accountability in its
broadest sense to the external users. In addition, the literature identifies potentially
a wide range of external users of government financial reports, namely, internal
management, legislative and governing bodies, general public, media, investors
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and creditors, resource providers, other government units and finally, special
interest groups.
Furthermore, user needs literature has supported the position that
government financial reports should provide information useful for many
purposes and satisfy user needs. And in this case, non-financial information is
required. Therefore, the following chapter deals with this issue.
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Chapter Three
Performance Measurement: A Review

3.1 Introduction
This study is concerned with the examination of some issues related to
accountability, financial reports and performance measurement in the UAE.
Chapter four highlights the issues concerning the nature of the governmental
accounting system from the establishment of the state budget through to the
reporting of out-turn expenditure to the Ministerial Council of the UAE, in the
context of the legal requirements under which this system operates. Chapter two
dealt with important issues related to accountability and financial reports in the
light of published theoretical literature in this field from the perspective of
developed countries.
This chapter specifically examines some important issues related to
performance measurement in light of published theoretical literature in this field
from the perspective of developed countries.
To achieve the objectives and aims of this study this chapter is
organized as follows:
i.

Section 3.2 defines the meaning of performance measurement,

ii.

Section 3.3 gives a brief historical background of performance
measurement.
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Section 3.4 discusses the meaning and scope of the value for money

iii.

concept.
iv.

Section 3.5 illustrates briefly best value approach,

v.

Section 3.6 highlights the importance of performance measurement,

vi.

Section 3.7 discusses and illustrates the different methods of
comparison,
Section 3.8 highlights the difficulties relating to performance

vii.

measurement, and also illustrates some important criteria, which could
help to overcome these difficulties,
viii.

Section 3.9 highlights performance indicators and their importance in
performance measurement,

ix.

Section 3.10 concludes the issues examined in this chapter.

3.2 Definitions of Performance Measurement
Performance measurement has been defined in various forms though all
definitions point to basically one meaning. Definitions of this term abound, and
there is no commonly agreed definition. For example, Osborne et al. (1996) use
the following definition:
"Performance measurement is the evaluative process by which a
view is reached about the performance of a set of activities against
the achievement of specified objectives" (p.21).
The US General Accounting Office (GAO, 1992) defines performance
measurement as a process for collecting data relating to governmental activities
and reporting them.
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"Performance measurement is commonly defined as the
regular collection and reporting of a range of data
including:
- Inputs (dollars, staff, and materials);
- workload or activity levels;
- outputs or final products;
- outcomes of products or services; and
- efficiency-cost per unit output or output per unit cost,
sometimes referred to as "productivity" (U.S. General
Accounting Office, 1992, p. 2).

Halachmi and Bonckaert, (1996) define performance measurement system
from another prospective as a system including all levels of practices and
standards, maintaining that it is a measurement system consisting of:
"practices, procedures, criteria, and standards that govern the
collection of data (input), the analysis of the data (throughput),
and the compilation of the results into quantitative or qualitative
forms (outputs). A measurement system may be characterized as
simple or complex, temporary or permanent. Changes in the
relationships among the elements of the system or in the attributes
of the input, throughput, and output may result in a corresponding
change in the character of the system" (1992,p.2).
It can be argued that there is no universally accepted definition for the
measurement of performance, though most definitions focus on common concepts
or themes, for example, inputs, outputs and results. Nonetheless, for the purposes
of this study, the definition presented by Halachmi and Bonckaert (1996) is
adopted, though the GAO (1996) definition cannot be overlooked.

3.3 Historical Background of Performance Measurement
The process of performance measurement is not associated or confined to a
certain level, such as a governmental unit, a department or a sector, but it is a
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process that can be carried out at high or low levels. According to Wise (1995),
performance measurement is a process which can be carried out at any level, for a
governmental unit, a sector or a country at one extreme; or for microscopic
operations within a process at the other extreme.
Performance measurement of governmental units is not a new process. It
has been carried out by a number of western countries on their governmental units
(Sorber, 1996).
In the United States of America attempts relating to the performance
measurement of governmental unit started in the mid 1950s when the Comptroller
General started to assess economy and efficiency of the governmental activities.
During the 1960s and in the beginning of the 1970s the Government Accounting
Office started auditing effectiveness of the governmental unit programmes
(Killough and Steiss, 1984). According to Van Daniker (1994) the increased
interest in performance measures in the USA stems from the need to accomplish
more outcomes with less cost.
In the United Kingdom, on the other hand, the first attempts by the central
government can be traced back to the 1960s and by local government to the 1970s
(Bovaird and Gregory, 1996; Rutherford, 1983).

However, despite these

beginnings in the United Kingdom, through the Fulton Committee in 1966, which
called for the measurement of governmental unit performance in comparison with
a pre-formulated criteria, the influence of their recommendations was insignificant
with regard to the improvement of performance of the governmental units
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compared with the influence of the 1982 Financial Management Initiative (FMI)
(Flynn et al., 1995). Recommendations suggested by FMI, according to Wise
(1995), constructed a clear framework for the measurement of governmental units'
performance, based on three criteria:
i.

a clear view of department's objectives, and the means to assess, and
measure output or performance in relation to those objectives;

ii.

well defined responsibility for making the best use of their resources,
including a critical scrutiny of output and value for money; and

iii.

information (particularly about costs), training and access to expert advice
that they need to exercise their responsibilities effectively.
Jackson (1995) agrees, to some extent, with the above statement. He

perceived the real beginning for the attempt of measuring performance in
governmental sector units as having started when the Conservatives won the
General Election in May 1979. These beginnings were due to the then prevailing
strong belief that accounting policies implemented in the commercial sector were
more efficient than in the government sector. Flynn et al. (1995) thought that the
main reason for attempting performance measurement in government units in the
United Kingdom was attributed to the financial difficulties that faced the
government during the 1970s, they agree that the serious beginnings for the
measurement of performance started during the late 1970s and early 1980s, when
the FMI emerged in 1982. Jackson (1995) maintained that the emergence of the
FMI was founded on two objectives:
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i.

cash limited public spending; and

ii.

improved financial information system.
In order to achieve these two objectives the UK Government established

two independent organisations for auditing governmental units; that is the
National Audit Office (NAO) and the Audit Commission.

The former was

established to audit the central government units and the latter for auditing local
councils and local authorities, through performance measurement according to
three criteria: economy, efficiency and effectiveness, the so-called 3E's or value
for money which is regarded as the essence of measuring performance at the
governmental units. More recently, the Labour Government introduced the best
value approach in order to improve performance of local authorities. This new
concept is strongly rooted in a concern with securing value for money. The next
two sections examine the concepts of value for money and best value in more
detail.

3.4 Value for Money Concept
The concept of value for money (VFM) is regarded as the corner stone of
the majority of studies undertaken to measure performance of government units.
In fact, not a single study overlooked this concept. Jones and Dates (1994) think
that this concept is realised when a government unit performs its tasks and
responsibilities at higher quality standards with the least possible costs, that is,
excellent services at low cost. However, the question that is raised here is that:
what do we mean by excellent services? And what is the standard for low cost?
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Wise (1995) thinks that the term VFM is rather complex, that it includes a set of
elements; hence it is rather difficult to associate it with a single effect, for
example, the financial indicator only. Wise (1995) maintains that to facilitate
understanding the VFM concept it should be referred to its basic elements, that is,
economy, efficiency and effectiveness. These three concepts are explained in more
details. In the following three sub-sections:

3.4.1 Economy
This term is defined by the NAO (1988) as follows:
"Economy is concerned with minimising the cost of resources
acquired or used, having regarded to appropriate quality (in
short, spending less) "(source: Lapsley, 1996, p. 112).

This definition focuses on achieving the government unit's services or
objectives at the minimum limit of quality and in the same time minimising costs
to the lowest possible limit. It means, according to Wise (1995), paying no more
than necessary for the resources needed. A number of experts in this field, for
example, Jackson and Palmer (1988a and 1988b), Klein and Carter (1988), Flynn
et al. (1995), and many others, agree with this definition. Economy, defined in
this way makes it similar, or considers it as another aspect of the efficiency
concept. Jones and Pendlebury (1996) pointed out that there are four ways to
improve efficiency:
i.

by increasing output for the same input;
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ii.

by increasing output by a greater proportion than the proportionate increase
inputs;

iii.

by decreasing input for the same output; and

iv.

by decreasing input by a greater proportion than the proportionate decrease
output.
The last two points of the means of improving efficiency are associated

with the concept of economy.
Jackson and Palmer (1988a), on the other hand, report another definition
for the concept of economy. They define economy as the comparison of actual
input costs with the planned input costs at the end of programmes or activities.
Jones and Dates (1994) and Lewis and Jones (1990), however, arguing that
economy ensures that input costs are minimised. However, Klein and Carter
(1988) argue that some writers view economy in terms of how actual input costs
compare with planned or expected costs, by focusing just on inputs, while
completely ignoring the quality of the outputs. Jones and Pendlebury (1996)
believe that focusing on inputs only when defining the concept of economy is
useless to the governmental unit.
Accordingly, it is possible to conclude that the concept of economy does
not necessarily mean minimising a government unit's costs without considering
the quality of the outputs, hence it is related, in one way or another, to the concept
of efficiency. For example, the purchase of cheap equipment by a government
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unit may result in an overall losses due to repair or maintenance, work disruption,
waste of time or other related issues.

3.4.2 Efficiency
While a universally acceptable definition for the concept of economy does
not exist, the acceptance of the definition for the concept of efficiency is rather
unanimous. For example, the NAO (1988) defines efficiency as follows:
"Efficiency is concerned with the relationship between the output
of goods, services or other results and the resources used to
produce them. How far is maximum output achieved for a given
input, or minimum input used for a given output?" (Source:
Lapsley, 1996, p. 112).

Jackson and Palmer (1988b, 1989) define efficiency as:
"the relationship between the outputs of goods, services or other
results and the resources used to produce them. How far is
maximum output achieved for a given input or minimum input
used for a given output?"(Jackson and Palmer, 1989,p. 50).

More recently, Hyndman and Anderson (1995, 1997, 1998) provide a
similar definition, indicating that:
"efficiency is the ratio of inputs to outputs, or the amount of input
per unit of output" (1998, pp. 23-24).

From the aforementioned definitions it is possible to notice the direct
relationship between the definition of the concept of economy and that of the
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concept of efficiency. For example, both concepts focus on minimising costs.
Jones and Dates (1994) and Small (1996) maintain that the concepts of economy
and efficiency are two faces of a single coin since both focus on saving resources.
Zavelbery (1991) also shares the same view when he argues that in practice the
boundaries between the terms economy and efficiency are difficult to establish.
While the former means minimising costs to the lowest possible limit, the latter is
concerned with achieving the maximum output possible and at the same time
minimising costs as much as possible. To achieve efficiency in any economic unit
it is stipulated that such a unit should be economic.

3.4.3 Effectiveness
Different definitions of effectiveness tend to define it in terms of
identifying the outputs achieved by the unit in comparison with the planned
objectives. For example, the NAO (1988) defines effectiveness as follows:
"Effectiveness is concerned with the extent to which outputs of
goods, services or other results achieve policy objectives"
(Source: White and Hollingsworth, 1999,p.75).

Hyndman and Anderson (1998) define effectiveness as follows:
"Effectiveness is concerned with the relationship between outputs/
results of an organisation......... and its objectives" (p.23).

Earlier, Klein and Carter (1988) defined effectiveness, in a similar way, as
follows:
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"Effectiveness is the extent to which policy impacts meet policy
aims, normally measured by the relationship between outputs and
outcomes'^ p. 7).

However, despite the fact that these definitions are simplistic theoretically,
in practice effectiveness is a rather complex concept. To this effect, Jones and
Dates (1994) argue that effectiveness is a complex idea; it means that the service
provided properly caters for a real need.
Flynn et. al (1995) believes that effectiveness is a poor indicator for the
measurement of governmental units' performance, because of the absence or the
inavailability of means for the measurement of the significance and values of
objectives planned by the governmental unit in terms of their impact on society.
However, the emphasis only on economy and efficiency may reflect the political
interest of a government that is concerned with cost-cutting rather than
performance measurement (Klein and Carter, 1988).
Bovaird et al. (1995) also think that defining effectiveness in this way
leads to a narrow interpretation. It is likely that a governmental unit formulates
easy and simple objectives, hence they can be easily achieved, but, in return, they
have insignificant or no impact at all on society. Therefore, they think that it is
important that effectiveness is associated not only with achieving a government
unit's objectives, but to determine and identify the impacts of these objectives on
society at large in terms of raising the standards of living of all its members. So,
in order to measure effectiveness of any governmental unit, measurements of the
impact of its objectives should, first of all, be made.
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It can be concluded from the aforementioned discussion and definitions of
the three main elements of the concept of value for money that there is a strong
relationship between these elements. Moreover, VFM is only achieved when all
three elements are combined and measured. It is also concluded that without the
ability to measure these elements accurately, any performance measure would be
misleading and inaccurate.

3.5 Best Value Approach
The concept of best value, according to Prowle (1998), was introduced by
the Labour government in 1997 when it came to power, in order to improve
performance in local authorities and it is concerned with improving both quality
and efficiency with which those services are provided. The Labour government
approach to improve public services is described in the Welsh Office White Paper
(1998). It emphasises the following points:
i.

public services need to be responsive to the needs of the citizens, not the
convenience of service providers;

ii.

public services need to be efficient and provided to a high standard; and

iii.

policy making and service provision needs to be forward-looking and not
reactive to short-term pressures.
According to Best Value Project Group in Wales (1999) authorities under

the Best Value scheme must make arrangement to secure continuous improvement
in the way in which their functions are exercised, having regard to the value for
money concept. In addition, the White Paper, "Modern Local Government in
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Touch with the People", makes it clear that best value is the central plank of a new
strategy to make councils more accountable to their people when it stated that:
"Under Best Value local people will be clear about the standards
of service which they can expect to receive, and better able to
hold their councils to account for their record in meeting them"
(source: Freer, 1998, p. 3).
This view is also shared by the National Assembly of Wales (1999), when
it specifics the purpose of performance plans under best value policy:
"Best Value Performance Plans are central to organising and
publicising the work that best value authorities carry out to
provide and improve their services. They allow the authority to
explain its actions, lay out its plans and publish details of its
performance. Most importantly, they allow the people of the area
to see clearly how well their council is performing and how it
intends to improve" (The National Assembly for Wales, 1999, p.
8).

Best value, therefore, has been presented by central government as a means
to promote local authorities' performance and to make local authorities more
responsive and accountable to the public.

3.5.1 Definition of Best Value
The National Assembly for Wales (1999) defines Best Value as:
"A duty to secure continuous improvement in the way that local
authority services and functions are delivered and exercised, and
to improve the economy, efficiency, and effectiveness of those
functions. Best Value is not about the replacement of compulsory
competitive tendering with another process focussed solely on the
existing areas of competition: it is the consideration of the whole
of an authority's services on a rolling basis and the best way in
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which they can be provided" (The National Assembly for Wales,
1999, p. 2).

Public Services Research Unit (2000) and Boyne (1999, 2000) describe the
nature of Best Value as a strategic planning system, which can be defined in two
main ways: as a set of outcomes, and as a set of processes that are intended to
achieve these outcomes. Therefore, it is clear from these definitions, according to
Bowerman and Ball (2000), that the main outcome expected from Best Value is
continuous improvements in local authority performance, while providing a
combination of economy, efficiency, and effectiveness.

3.5.2 Strategy of Best Value
The main strategy which best value follows to achieve its aims is by
offering local authorities more freedom and independence but threatening them
with stronger sanctions if they fail to perform (Prowle, 1998; Martin, 1999, 2000).
In other words, authorities which were able to deliver higher quality local services
at a price that was acceptable to local people and ensure that officers and
politicians maintained high standards of conduct, would be rewarded with greater
autonomy and increased funding. However, those which failed to do so would
have resources and responsibility for delivering local services taken away from
them. National Assembly for Wales (1999) states that
"The 1999 Act provides the National Assembly with powers to
act where authorities are failing to deliver best value. The
Assembly will adopt a partnership approach with local
government and is committed to working with local authorities,
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the Audit Commission and other agencies to ensure that any
failure is minimised. However, where there is clear evidence of
failure, the Assembly will not hesitate to act to protect the
interests of local residents and users of authority services"
(National Assembly for Wales, 1999, p. 34).
The core of the best value approach, according to Prowle (1998), is the
preparation of performance improvement plans and targets, which will be open to
public scrutiny and will provide a reference point against which the performance
of the local authority as a whole can be judged. Moreover, individual local
authorities, prior to preparing these plans, must review their current methods and
identify ways and means of improving the quality, effectiveness and efficiency of
their services within a five-year period. Sanderson (1999) pointed out that
performance review could be undertaken on specific services, parts of services,
packages of services or activities relating to crosscutting issues. To achieve this
end local authorities may use a combination of a number of different techniques,
which they called the Four C's, that is, Challenge, Compare, Consult and
Compete.
i.

Challenge is the most important element of the review, and it means that
an authority challenges whether or not a service should be provided, and
whether it is being provided in the most suitable way. According to the
National Assembly for Wales (1999), this will be achieved through
answering these questions:
•

Why is this service provided at all?

•

What are the objectives that this services aims to achieve?
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•
ii.

Could these objectives be better achieved by some other means?

Comparison allows

local

authorities to

benchmark the quality,

effectiveness and efficiency of its service provision against others public
sector bodies, and those in the private and voluntary sectors. This will help
to show any significant differences in performance and so indicate areas
for improvement. National Assembly for Wales (1999), stated that
"Authorities will recognise that as from next year (2000/2001)
they will be expected to set targets in relation to the best value
indicators, set by the Assembly, which reflect their position in
relation to other authorities" (National Assembly for Wales, 1999,
p. 18).

According to several writers, for example, Bowerman and Ball
(2000) and Davis (1998), the idea of benchmarking in the public sector has
developed rapidly since the introduction of best value as an activity from
which the public sector could benefit. Bowerman and Ball (2000) conclude
their study's finding with this statement:
"We have found that local authorities are enthusiastic about
benchmarking and are already finding it beneficial" (p. 25).
iii.

Consultation allows local authorities to judge the value of their services by
an independent professional expert who would offer advice about
improvements. According to Martin and Boaz (2000), authorities may
have to consult with a wide range of internal and external stakeholders
such as service users, both individual and business tax payers, other local
residents, commuters, tourists plus representatives of voluntary and
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community organisations. Moreover, local authorities must also ensure
that all staff are involved in any plans to change the way in which services
are provided. This is clear from National Assembly statement:
"The value of a service cannot be judged without learning from
the perceptions of direct service users, local citizens and
taxpayers, local businesses and other partners" (National
Assembly for Wales, 1999, p. 20).

According to Freer (1998), this involvement of stakeholders will
bring positive benefits to local authorities, for example, it will help to
ensure rigour and avoid any risks; it will bring new ideas and fresh non
local government perspectives; and most importantly, it will also build
public confidence in best value by opening up councils and encouraging
debate and wider active participation in their ways to improve.
iv.

Competition is seen as a way to bring faster innovation in service delivery
(Keenan, 2000; Martin, 1999 and Bovaird, 1998). Martin (2000) states that
competition is designed to secure improvements in quality by increasing
service standards as well as driving down costs. Therefore, this approach
to service improvement will remain a key technique of best value.
The term competition has been defined by Boyne al el (1999), as it:
"refers to the structure of a market for a service, and to the
behaviour of suppliers within that market. If competition is
present, then a market contains a number of organizations, none
of which controls the market" (p.24).
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Consistent with this definition, many local authorities under best
value regime will consider the use of fair competition to assess the
competitiveness of existing and alternative modes of service delivery.
According to Vincent-Jones (1999), these alternative modes might involve
the complete transfer of functions outside the public sector and/or their
vesting in independent companies. Martin (2000), on the other hand,
argues that the requirement to use and develop competition should not be
interpreted as a requirement to put all the services out to tender.
Authorities instead may choose to assess a service by, for example,
benchmarking it against the performance of other providers, or by
contracting out provision of top up services and then comparing the
performance of in-house teams and external providers. However, Boyne et
al. (1999) argue that decisions on competition approach should be based on
two variables:
•

if the current level of performance is already high, then the benefits
of it may be small; and

•

if the costs of contracting are likely to be high, then it may be more
appropriate to rely on internal supply.

As a result, the competition approach will not be useful to improve local
authorities performance unless their performance is already poor or the
external providers are cheaper than internal suppliers.
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In summary, the Best Value Approach aims in the first place to achieve
two objectives:
i.

to promote accountability to key stakeholders; and

ii.

to promote continuous improvement in performance.
However, it is worth mentioning the difficulty of discussing the outcomes

of this concept, since their effects would not show in the short term.

The

governmental units have to wait for about five years to evaluate the outcomes of
the implementation of this concept.
The significance of performance measurement and information obtained
through its process is presented and discussed in the following section. Such
discussion is important due to the importance of information in achieving
accountability in its wider context.

It is also important with regard to the

importance of this information in making appropriate decisions at the
governmental unit level.

3.6 Significance of Performance Measurement
Assessment of performance is not perceived as an outcome on its own, but
rather a means by which data is collected and reported in order to achieve two
objectives.

The first objective is to inform management of any benefits or

difficulties in the event there is a possible change in the unit's operations. The
second is to achieve accountability in order to ensure of the methods implemented
by the unit in using public money.
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Bouckaert (1996) maintains that performance measurement is the most
important element of monitoring, controlling and improving public services.
The main objective of assessing performance is to give a true and clear
picture of the government units' performance level, and to assist in identifying the
means that help improve this performance.

Processes of performance

measurement are but a means to achieve this objective. This view is expressed
explicitly by Stewart and Walsh (1995) who stated that:
"The purpose of performance assessment is to gain understanding
of how successful performance has been, how it can be improved
and how it shall be changed. Performance measures are a means
to that end" (p. 55).

3.6.1 Implementation of Performance Measurement System

Jackson et al. (1991) thinks that the implementation of a performance
measurement system in governmental units may possibly lead to many benefits in
addition to helping in making more accurate decisions relating to the processes of
allocating resources and distribution them to different projects and programmes.
Some of these benefits, for example, include the following:
i.

enhancement of accountability by making responsibilities explicit and
providing evidence of success or failure;

ii.

assistance in the chance towards active management by providing a basis
for planning, monitoring, control and review; and
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iii.

assistance in staff motivation by providing a basis for a staff appraisal
system.
Hyndman and Anderson (1991) think that the processes of performance
measurement in government units are necessary for many reasons.

Without

information about what is being achieved (outputs) and what is costing (inputs), it
is impossible to make efficient resource allocation decisions. These allocation
decisions relay on a range of performance measures which, if unavailable, may
lead managers to allocate resources based on subjective judgement, or in response
to political pressure. Without performance measures managers will not know: the
extent to which operations are contributing to effectiveness and efficiency; when
diagnostic interventions are necessary; how the performance of their organisation
compares with similar units elsewhere; and how their performance has changed
over time.

Such information is the foundation for good management.

Government may require performance information to decide how much to spend
in the public sector and where, within the sector, it should be allocated.

In

particular they will be interested to know what results may be achieved as a
consequence of a particular level of funding, or to decide whether or not a service
could be delivered more effectively and efficiently in the private sector.
Greiner (1996), maintains that the implementation of a programme for
performance measurement in government units helps primarily in achieving four
objectives, summed up as follows:
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i.

improving performance:

this is the most important application of

performance measurement. Performance measures can be used to enhance
planning, budgeting, and service delivery by providing timely feedback of
results, allowing managers and staff to identify problems and make
appropriate plans and adjustments. The availability of such information
makes it possible for an agency to experiment, evaluate, implement, and
re-assess in a never-ending cycle of continuous improvement;
ii.

enhancing motivation: the spotlight that performance measures focus on a
particular activity or function can stimulate employees to perform that
function better. Performance information can be used in any number of
ways to motivate employees, whether by posting the results for different
work crews, publishing the outcomes in the local media, or linking the
measures explicitly to group or individual monetary incentives (pay for
performance).

iii.

improving communication: the availability of performance information
can

encourage

and

enhance

communication

between

managers,

supervisors, government officials, and elected representatives.

By

providing objective feedback and general information on services,
performance measurements can serve as a basis for rational dialogue and
discussion. Indeed, performance information provides a way to recognise
achievements and publicise agency accomplishment without appearing to
be self-serving; and
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strengthening accountability:

iv.

performance information can be used to

show top management, elected officials, the media and the public just what
they are getting for their money. In this way, performance measures can
provide a basis for oversight of government operations, employees, and
contractors. Indeed, the provision of regular performance reports has been
viewed by some as a way to keep the public involved in the process of
government.
Holtham (1995) thinks that the need for information relating to
performance measurement arises from internal and external factors. The need of
performance information within the unit is that such information may be vital in
control processes, since it helps management as follows:
i.

it allows managers and staff at all levels to see how far objectives and
targets are actually being met;

ii.

performance information can be a key element in the unit of priorities for
the future;

iii.

decisions on priorities can be influenced by external needs, and by the
internal capacity of the organisation to perform in relation to meeting those
needs; and

iv.

the creation and use of performance information can be both a motivator
and a de-motivator of the employees of any organisation.
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Externally, performance information is increasingly used as part of the
accountability process, which could be applied by auditors, inspectors, central
government, and the public.
Van Daniker (1994) maintains that the development of a measure to assess
outcomes will help management report the results of its units to the users of
financial reports.
"The process of developing appropriate outcome measures should
help management better define the basic mission of the agency,
better define what needs to be done, and assist in more effective
use of limited resources. In the end, the ability of the state to
report to its citizens what government is doing and why it is being
done will be greatly improved" (1994, p. 65).

The British Government also stipulates that government units must publish
annual performance reports provided that these reports should include detailed
information relating to tasks commissioned to the government unit and the
practices it undertook to achieve objectives.

3.6.2 Accountability
Performance

measurement

information

is

essential

to

achieve

accountability. Timney (1994) thinks that to achieve accountability "agencies need
to articulate their mission, develop implementation plans, and identify specific
measures for program goals and objectives " (p. 115).
Hyndman and Anderson (1998) argue that many authors tend to achieve
accountability by conventional financial reports despite the significance of non-
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financial information, especially information relating to efficiency, effectiveness
and economy in achieving better accountability.

Therefore, focusing on

conventional financial data, though very important, may lead to reducing
accountability by focusing on a less important element.
The British (HM) Treasury (1989) also maintains that measuring and
reporting government units' performance would lead to improving accountability
of all groups using these units' reports.
There is an urgent need to measure the performance of government units if
there is the desire to improve their performance. Inability to measure performance
means inability to improve. Harbour (1997) thus wrote: "you can't improve what
you can't (or don't) measure" (p. 1).
Performance measurement is also an important element for management
operations as it helps and encourages managers to make appropriate decisions and
in the appropriate time since information obtained from the performance
measurement process provides management with an early warning of risk of any
ineffective operation.
Wise (1995) thinks that managers of government units cannot know
whether they are providing value for money unless there are some measures of
performance in place, measurement is used to indicate whether there is a need for
improvement and to assess whether improvement efforts are making progress.
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3.7 Methods of Comparison
Performance measurement is not regarded as an outcome on its own. The
objective is rather to assess the performance of government units and to know
whether their performance is good or poor. To achieve this end, performance data
needs to be compared against something, such as, standards, objectives or other
units performing similar roles (Hatry, 1999; Ammons, 1996; Wise, 1996; Jackson,
1991 and 1995; Thompson, 1995).

As a result, CIPFA (1998), states that

performance measures and indicators only have value when compared with
something else.
It is noted that in the extensive literature relating to performance that there
are more than one method used to make comparisons. Raaum (1992) and Hatry
(1999), for example, review these methods as follows:
i.

Trend Data: This is a method through which the outcomes of a unit,
programme or governmental activity are compared with the performance
of previous years.

Hatry (1999) maintains that the performance of

previous years may possibly help assess current performance. Carter et al.
(1992), believe that this kind of comparison overcomes the problem of like
to like comparison. However, Raaum (1992) thinks that these kinds of
comparisons always give inaccurate results since government units'
performance varies from one year to another, or between one period and
another. Accordingly, these kinds of comparisons should be undertaken
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over long periods of performance, for example, five-year periods, to obtain
more accurate results.
ii.

Accepted Norms and Professional Standards:

These standards are

constructed at the beginning of the project or governmental activity. Upon
the completion of the project actual performance is compared against these
standards. Hatry (1999) believes that there are not many valid standards
existing today against which actual performance can be compared. He
indicated that the most common standards are "work standards", for
example, the comparison of the actual time it takes to produce a certain
amount of output can be compared against a systematically obtained
"should take" time.
iii.

Goals and Targets:

In these kinds of comparisons, objectives to be

achieved are produced and specified at the beginning of the government
programme of activity. Upon the completion of the programme actual
performance is compared against these objectives. Carter et al. (1992) and
Jackson (1991) state that while this method avoids the problem of like-forlike comparison, it raises questions about the process of selecting targets
such as:
•

Who sets the targets?

•

How are they set?

•

Are they imposed from above?

•

Do they emerge from below?

•

Are they negotiated between levels?
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iv.

•

Are the targets realistic?

•

Are they linked to incentive schemes?

Intra-Programme: In this kind of method comparisons among the
different departments at the administrative unit level are made. It
is also possible to compare the performance of any departments
against the average performance of other departments.

This

method helps distinguish between departments with excellent
performance and poorly performing departments, hence it helps
identify the reasons for poor performance and indicate ways in
which it can be improved.
v.

External Entities: This kind of comparison is perceived by many authors,
for example, Kouzmin et al. (1999), Barker and Rubycz (1996), Wise
(1995) Raaum (1992) and Mender son-Ste wart (1990), as the best methods
of comparison for the determination of government units' performance
standards. Moreover, according to Barker and Rubycz (1996), it is one of
most widely used technique for improving performance. Bowerman and
Ball (2000), state that
"The nascent public sector benchmarking literature does
recognize that benchmarking is driven by a perceived need to
demonstrate or increase public accountability and value for money
to the tax paying public" (p. 22).

This kind of comparison is made among government units performing
similar kinds of activities or services rendered, or between government
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units and the private units, which perform similar activities. This kind of
comparison helps performance data users to quickly distinguish between
the performances of different units and hence can identify the reasons for
such differences in performance standard. Kouzmin et al. (1999) maintain
that the main idea of comparison among the units is not to identify the best
or the worst-performing unit's performance standard, but to know the
procedures and steps undertaken by the best performing unit to achieve
high standards of performance, hence improvement of the poorlyperforming units through these procedure is attempted. Henderson-Stewart
(1990) believes that these methods of comparison are useful for many
reasons such as: the information is readily available; it refers to the same
period; and it does not suffer from the problems of definition that often
make it difficult to relate to national figures. Wise (1995) also thinks that
as there are a number of units that can be compared with each other there
will be precedence in raising their performance standards. For instance, he
thinks that the Audit Commission can improve local governmental units'
performance in UK, because of the large number of local government units
that perform similar activities and work. Accordingly, it is possible to
compare them against each other and determine the reasons of good or
poor performance.

3.8 Difficulties Relating to Performance Measurement
The difficulties of performance measurement in governmental unit as a
whole, and performance measurement through inputs, outputs and results in
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particular, are related to several factors. Most, if not all, of these factors can be
attributed to the nature of the public sector and of objectives and activities
performed by governmental units.
Smith (1993), for example, reports four difficulties that encounter
performance measurements, which are related to the nature of the public sector.
These are:
i.

the difficulty of securing a consensus as to what the output and objectives
of organisations should be;

ii.

the difficulty of measuring this output and the eventual outcome of public
sector intervention;

iii.

the difficulty of interpreting any output and outcome measures that can be
developed; and

iv.

the difficulty of persuading citizens to take any interest in performance
measures or their interpretation.
Holtham (1995), on the other hand, also reports three other difficulties

relating to measuring government units' performance, though they are related to
the nature and the environment of the public sector. These are:
i.

public sector organisations generally have multiple, overlapping and
conflicting objectives.

Accordingly, it is possible to assess some

objectives that have been achieved while it is difficult to assess some
others;
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ii.

much of the public sector has an administrative culture, which is geared to
implementing legislation and acting with professional norms and
standards.

This culture focuses on measuring inputs more than on

measuring outputs; and
iii.

the word "performance" carries with it a connotation of "accountability".
If performance is important, it is important to know who is accountable for
achieving performance.
Holtham (1995) also believes that due to the absence of a specified

meaning of the term "accountability", the complexity in relation to accountability
in the public sector and the difficulty in identifying who is the official(s) who
is/are responsible for achieving accountability would definitely lead to difficulties
in:
i.

identifying who is responsible for the assessment of performance
measurement;

ii.

what information is required; and

iii.

identifying the purposes of obtaining such information.
Another difficulty relating to the nature of the public sector is the absence

of unified concepts of the elements of performance measurement. Hyndman and
Anderson (1997) state that specific definitions for performance measurement that
are accepted universally are lacking. For example, they refer to the difficulty in
distinguishing between the terms "objective" and "target" and that both are
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occasionally used interchangeably. The Treasury and Civil Service Committee
(1991) also referred to such difficulty when it stated that:
"lack of an agreed vocabulary makes it difficult to assess agencies
performance" (p. 20).

Stewart and Walsh (1996) went even further, maintaining that it is rather
impossible to have a specific definition for the term "performance", hence it is
impossible to measure it. They argued that:
"the difficulties of measurement are inherent in the nature of
performance in the public sector and that performance can never
by finally defined, and it can never be adequately measured.
Revaluation is always possible" (p. 52).

There is also another difficulty relating to the nature of performance
measurement of government units, that is defining indicators required for
performance measurement. This difficulty relates to the fact that the public sector
units requires many and diversified indicators to cope with the nature and
objectives of every governmental unit. Moreover, not only different activities call
for different indicators, but also each activity within one unit may require a
number of measures for the full expression of its performance. Stewart and Walsh
(1994) are quoted as saying that:
"A range of measures is needed to cope with multidimensional
nature of public services" (p. 52).
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3.9 Performance Indicators
According to Audit Commission (1992), a performance indicator is
regarded as a measure of how successful the management and operational service
delivery of the organization is. It provides indirect evidence about an aspect of
performance; therefore, indicators only apply where the relationship between an
activity and its results is unclear (CIPFA, 1998).
As mentioned earlier, public sector units requires many and diversified
indicators to cope with the nature and objectives of every governmental unit.
Midwinter (1995) sheds light on some of these indicators that can be used to
measure the performance of government units. He classifies them on the basis of
five categories, as follows:
i.

Financial statistics:
- spending per pupil (education);
- spending per client (social work);
- spending per hours of maintenance (roads);
- water supply changes;
- Sewerage charges; and
- tenant arrears,

ii.

Service statistics:
- percentage of qualified staff in residence homes;
- number of inspections per annum; and
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- number of libraries/opening hours,
iii.

Success rate statistics:
- percentage of waste recycled;
- percentage of crime cleared up; and
- percentage repairs completed to standard,

iv.

Response time statistics:
- processing claims;
- processing council house sales; and
- processing planning applications,

v.

User statistics:
- client numbers;
- percentage population served by public services; and
- average attendance per opening hours.
Stewart and Walsh (1994) think that the need for these multidimensional

indicators is primarily associated with the nature of the public sector, since the
private sector, for example, does not experience this difficulty. For the private
sector, the profitability indicator is the key indicator for measuring final outputs in
any economic unit, despite the fact that other indicators do exist, for instance
consumers' satisfaction and goods quality indicator, but they are regarded as
intermediate indicators because they influence the main indicator, that is profit.
In addition to the need of multidimensional indicators for measuring
performance in the public sector, the identification of these indicators is not an
easy process because they are linked to the different groups of society, and that the
interests of these groups are undoubtedly not homogeneous. Accordingly, what a
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group perceives as a good indicator of performance, it is probable that another
group assesses it as insignificant.
Midwinter (1995) summed up the difficulties of producing a workable
system of Pis that is appropriate to all units of the public sector as follows:
i.

differing objectives mean that organisations have differing Pis;

ii.

the degree to which inputs can be directly related to output varies from one
organisation to another;

iii.

the number of objectives pursued by each organisation varies greatly,
making the allocation of overheads to each problematic; and

iv.

the payback time for different policies varies greatly.
The

formulation

of good

performance

indicator

system

helps

administration and information users to make appropriate decisions. For example,
Likierman (1996) stated that:
"Performance indicators are a valuable managerial tool if properly
used; if not, managerial time and cash resources could be wasted,
and, more seriously, managerial action could be distorted"
(1996,p. 15).

Due to the absence of an integrated system of Pis, or, in other words, the
difficulty of establishing a single system of performance measurement indicators
that is appropriate to all units of the public sector, some authors, for example,
Jackson (1988) and Palmer (1995), believe that it is appropriate that public sector
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units should take into account the following criteria when producing their
performance measurement indicator system:
i.

Consistency: The definitions used to produce the Pis should be consistent
over time and between units;

ii.

Comparability: It is only reasonable to compare like with like;

iii.

Clarity: Pis should be simple, well defined and easily understood;

iv.

Controllability: A manager's performance should only be measured for
those areas over which he/she has control;

v.

Contingency: Performance is not independent of the environment within
which decisions are made; this includes the organisational structure, the
managerial style adopted, as well as the uncertainty and complexity of the
external environment;

vi.

Comprehensiveness: Pis should reflect those aspects of behaviour which
are important to managerial decision-making;

vii.

Boundedness:

It should concentrate upon a limited number of key

indicators of performance - those which are most likely to give the biggest
pay off;
viii.

Relevance:

Many applications require specific Pis relevant to special

needs and conditions. Do those being used satisfy these considerations?
and
ix.

Feasibility: Are the targets based on unrealistic expectations? Can they be
reached through reasonable action?
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Hatry (1999), also, thinks that there are eight criteria required to select a
set of indicators for any government unit:
i.

Validity/Accuracy: Is the measure valid, does it measure what it should?
Both the measure itself and the specific data collection procedures should
be considered. Do they measure what they are supposed to accurately
enough?

It is not necessary for performance measurements to be

extremely precise, but they should be reasonably accurate. A measurement
might be quite accurate, but the data might be invalid; it might not measure
anything meaningful or might measure the wrong things;
ii.

Understandability:

Will the measure be reasonably understandable by

government officials?

Generally, esoteric measures that are overly

technical or that involve complex combinations of elements have limited
use, at least for higher-level officials. There are, however, circumstances
where the more exotic measures can become understood and so become
useful to public officials.

For example, air pollution indices initially

developed in technical terms are often then translated into the degree of
hazard to the public. Thus, they are useful both to public officials and
citizens;
iii.

Timeliness: Can the information be gathered in time for it to be useful to
public officials? Certain impacts of some programmes take years before
they can be detected, such as the long-term effects of education and other
human services. Thus, for performance measurement purposes, by the
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time such information becomes available many aspects of the original
programme would have changed and the data might be of little use;
iv.

Potential for encouraging perverse behaviour: Will the measure result in
behaviour that is contrary to the objectives of the organisation? A measure
such as "the number of tickets per police officer per year" has a large
potential for encouraging harassment of citizens;

v.

Uniqueness:

Does the measure reveal some important aspect of

performance that no other measure does? This criterion is needed to keep
down the number of overlapping, duplicative measurements.

Multiple

performance measures will inevitably be needed for most government
activities, but too many measures can quickly cause both data collection
and information overhead;
vi.

Data collection costs: What does it cost to collect and analyse the data for
the measure? This is probably the major constraint of performance
measurement. Ultimately, the cost of performance measurement has to be
justified by its value in improving decision making, reducing or avoiding
service costs, improving service effectiveness, or improving service
management. Unfortunately, at the onset of a performance measurement
system, the value of such benefits can be at best only, very roughly
estimated;

vii.

Controllability: To what extent is the measure controllable by the agency
whose performance is being measured? This has been one of the most
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controversial topics of debate over the utility of individual performance
measures, especially effectiveness measures. Other things being equal, the
more control government managers have over a measure, the more the
agency can be held accountable for it. However, if an agency has only
partial control over a measure, this should not exclude it from being used.
Partial control is the usual situation in government. Operating agencies
generally prefer to focus measurement on the more immediate workload of
their programmes because of the direct link to their resources. They are
less enthusiastic about effectiveness measures. There are often affected by
central factors over which an agency's influence is questionable. Street
cleanliness is not just a result of the performance of the public works
department, but is also affected by citizen littering. Note, however, that
even in situations of partial control, local governments can often exercise
enough influence to have substantial effects, especially over the long run.
In this example, government officials could pass and enforce anti-littering
ordinances or conduct community campaigns aimed at litter prevention.
Many effectiveness measures that are not controllable in the short run can
be measures of accountability of top policy officials - including elected
officials and chief executives. They provide an indication of how well
these officials keep government policies and priorities responsive to the
changing needs of the community; and
viii.

Comprehensiveness:

Does the set of measures cover all or most

performance aspects of the organisation's functions?
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If not, these

omissions should be made explicit, or the measures should be designed to
fill the gaps identified.
Carter (1996) states that a good performance measurement indicator
system should consist of a small number of performance measurement indicators,
as well as being capable of presenting information in the appropriate time.
These difficulties do not mean that performance measurement is an
impossible process.

Smith (1993) thinks that the utilisation of performance

measurement indicators has been widely spread throughout Europe and the United
Kingdom, and the tendency to attempt the measurement of outcomes is widely
accepted. Greiner (1995) also thinks that performance measurement has improved
at a greater rate in the United States where it rose from 30% of the states using
performance measures during the early 1970s to more than 95% in the early
1990s.

Accordingly, this rise cancels the assumption of the difficulty of

government units' performance measurement.

Holzer (1992) also refers to

rejecting the opinion that assumes the difficulty of measuring government units'
performance, when he states that:
"The state of the art of productivity measurement is such that
policy-making and policy implementing officials no longer need
bow to casual assumptions that government's productivity cannot
be measured" (1992,p. 116).

To sum up, it is evident from the above discussion that despite the fact that
there is some difficulty in measuring government units' performance, there are the
possibilities and means to overcome these difficulties, hence the possibility of
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measuring the performance of these units. Van Daniker (1994) argues that all of
the discussion about performance measures may lead to the belief that these
measures exist and are easily used. This suggests, if the system of measures is
done effectively, the results will be worth the cost.

3.10 Conclusion
This chapter has highlighted the recent developments relating to
performance measurement and its importance in the developed countries during
the last three decades.
Historically, attempts for the performance measurement began in the
United States during the 1950s and in the United Kingdom during the 1960s.
These two countries are considered as the pioneering countries that carried out
performance measurement in the public sector.
The Value for Money concept is the essential corner stone in the majority
of performance measurement studies. This concept consists of three elements:
Economy, Efficiency and Effectiveness.
Economy represents the inputs, whether financial or human, that have been
obtained with the lowest possible cost in addition to their required qualities.
Efficiency refers to the relationship between the inputs and the outputs.
Effectiveness means the level of achieved planned objectives. The literature shows
that these three elements are closely associated and overlapping, hence, if the aim
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of measuring performance is to obtain value for money, then these three elements
should be measured.
Due to the importance of these three terms for performance measurements
in the public sector, the British Government, for example, refers to the importance
of the Value for Money Concept, and did not overlook it when introducing Best
Value Approach in 1997, which aims in the first place to achieve two objectives:
i. to promote accountability to key stakeholders; and
ii. to promote continuous improvement in local authorities performance.
However, performance measurement is not an end in its own, but a means
to achieve two main objectives. The first objective is external, which is providing
necessary information to achieve or to improve accountability of public
organisations to all users of this information. The second objective is internal, that
is attempting to improve the ways by which governmental organisation work by
providing clear and concrete information to administrators and staff at the actual
level of the performance of these organisations.
To achieve these objectives, studies carried out in the developed countries
indicated that there should be methods or criteria for comparing the performance
of the governmental units to determine good and poor performance. These criteria,
according to these studies, are: (i) Trend Data; (ii) Accepted Norms and
Professional

Standards,

(iii)

Goals

and

Targets;

Comparisons; and (v) External Entities Comparisons.
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(iv)

Intra-programme

Despite the importance of performance measurement, there are many
difficulties that prevent governmental units from measuring their performance.
Some of these difficulties are related to the nature and the environment of the
public sector, while others are related to the nature of performance measurement.
For example, the public sector consists of many and diversified units in terms of
their size, activities and responsibilities. More often, these responsibilities overlap
among the different units, hence, formulating a single model that measures the
performance of governmental units is rather difficult, if not impossible, as the
literature has demonstrated. For example, the absence of unified concepts for the
determination and definition of performance indicators and element, that is, the
information to be obtained and the method of their measurement leads to the
difficulty of measuring the performance of governmental units.
However, despite these difficulties, some of the developed countries, for
example, the USA and the UK succeeded in overcoming most of these difficulties.
Consequently, many writers referred to the possibility of achieving progress in this
field, and that the benefits obtained outweigh the expanded effort. These studies
indicated that there are some criteria that should be taken into consideration when
designing performance measurement systems and determining performance
indicators, for example, consistency, understandability, relevancy, validity,
timeliness, verifiability, comprehensiveness and comparability.
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Chapter Four
Governmental Accounting and Auditing
in the UAE
4.1 Introduction
This chapter reviews and discusses the current governmental
accounting system implemented in the United Arab Emirates and is divided
into three main sections. The Federal General Budgeting system in the
Emirates is described in the first section, whereas the second reviews and
discusses the regular financial reports prepared and also examines the final
statements of accounts produced for governmental units or departments.
The internal and external auditing system is reviewed in the third section.
The importance of this chapter is that it achieves three important
research objectives. It:
i.

explains in some detail the actual budgeting and accounting
procedures of the federal governmental units in the Emirates.
As such it provides the basic overview of these practices in the
UAE;

ii.

sheds light on the laws and regulations organising budgeting
and accounting practices in the federal governmental; and

iii.

helps in the formulation of the research questions discussed in
later chapters.
In undertaking the research for this chapter it was discovered that

this is also the first time, to the knowledge of the writer, that the budgeting
and accounting system within the UAE has been collated, examined and,
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finally, translated from the original Arabic. The chapter was constructed by
(inter alia) a detailed study of the various statutes, government regulations
and various internal documents obtained from a variety of government
sources.

4.2 Federal General Budget System in the United Arab
Emirates
The Federal General Budget in the Emirates is reviewed and
discussed in this section, with respect to the following points:
i.

The development of the budget system in the Emirates,

ii.

Criteria for managing the Federal General Budget processes,

iii.

Classification of the Federal General Budget,

iv.

Cycle of producing the Federal General Budget.

4.2.1 Development of Budget Systems in the Emirates
The origins and development of public accounts systems are closely
associated with the development of the political, economic and social
circumstances of any country. As for the UAE, its political, economic and
social circumstances have witnessed several stages of development within
a relatively short period of time.

Al-Sa'iedi (1988) classified these

developmental stages as follows:
i.

The Emirates economy had been characterised until the 1950s
by its limited financial, economic and human resources. The
majority of the most important economic activities depended on
agriculture, fisheries, pearl diving and limited trade activities.
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ii.

The discovery of oil and its export during the early 1960s
resulted in a new economic and social stage of development in
the Emirates. Oil export revenues were utilised in the
implementation of some infrastructure projects.

iii.

The 1970s saw the foundation of the United Arab Emirates,
after the withdrawal of the British Forces in 1971. A new era
began after the foundation of the Federation characterised by
attempts to establish a modern state by wide-scale investment in
all economic, political and social aspects of life.

iv.

The Emirates national economy realised higher growth rates,
compared with international rates between 1975 and 1980. The
gross domestic product (GDP) achieved a growth rate of 23 per
cent in terms of current prices and 16 per cent in terms of fixed
prices.

The development of the system of public accounting in the
Emirates has been associated with the afore-mentioned stages. Government
agencies responsible for the preparation and organisation of any kind of
public budget or accounts were non-existent during the 1950s due to the
absence of any modern form of state concept. During the 1960s, however,
the production and export of crude oil and its revenues resulted in the
emergence of simple and primitive forms of public accounts, represented
by some financial assets in banks, which were utilised in the establishment
of a limited number of infrastructure projects in each of the Federation's
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individual Emirates. These projects were implemented in the absence of a
common viewpoint and integration among the seven Emirates.
The foundation of the new federal state witnessed the beginning of
its presenting accounting and budgeting system, including the sanctioning
of the State's Constitution, which stipulates, in Article No 128, the rules
for of the preparation of the Federation's General Budget and Final
Statement of Accounts'. In light of this constitutional Article, Federal Law
No. 14 of 1973 was issued detailing the rules of the general budget and
final statements of accounts. Accordingly, a form of modern accounting
had thus been established in the United Arab Emirates.
Article No. 1 of this Law stipulates that the Federal General Budget
consists of all revenues that are expected to be collected and all
expenditures estimated to be spent by the ministries and their agencies
during the financial year, the Article specifies this, as the twelve month
period, between 1 st of January and 31 st December of each year.
Despite the fact, however, that the Budget Law was passed in 1973,
the first Federal General Budget had been approved prior to that date, that
is in 1972 (Al-Ameri, 1992; Al-Otaibah, 1977). However, although the
Emirates Constitution stipulates in Article No. 127 that each individual
Emirate contributes a certain percentage of its revenues to the Federal
Budget, in effect only the Abu Dhabi Emirate met all costs of the Federal
Budget until 1980.The Abu Dhabi and Dubai Emirates agreed in 1980 to
contribute 50 per cent of their local revenues to the Federal General Budget
(Ministry of Planning, 1984).
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It is worth noting that, in addition to the Federal General Budget of
the Emirates, there are seven local budgets relating to each of the seven
Emirates comprising the Federation. Revenues for such local budgets are
collected in specialised ways relating to the individual Emirate's local
revenues and income. These local budgets are not published and are
difficult to obtain, nor are they examined by external users who are
interested in this issue or even by the Federal Monitoring Units. There is
thus a cloud of secrecy over exactly how this money is allocated and spent.
In the context of this thesis there is no accountability for the use of such
funds either through published accounts or available performance
information.
The currently implemented budget system in the Emirates is the
line-item budgeting system which, according to some authors, is in need of
development. For example, Ismail (1991 and 1994) believes that the
Emirates budget system urgently needs development to match international
governmental accounting developments. He also stated that the most
suitable budget systems that could be implemented in the Emirates would
be the planning programming budgeting system (PPBS) although there are
difficulties associated with this system. According to Ismail, the
implementation of line-item budgeting

does not meet planning

requirements at the national level. He also indicates that the performance
against the budget only focuses on measuring the administration's
performance

regarding

the

ability to

spend

money,

while

the

implementation of the zero base budgeting is rather difficult to implement
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in a less developed country since this kind of budgeting system requires a
wide base of information and analysis, in addition to competent staff and
much effort. While not the subject of this thesis the author believes similar
difficulties would be associated with PPBS.

4.2.2 Criteria of the Federal General Budget in the UAE

The Federal General Budget of the Emirates is characterised by
several features or principles, as follows:
4.2.2.1 Principle of Budget Unity
According to Hafidh (1984), budget unity means that the budget is
prepared in one report, including all expenditure and revenue estimates
during the financial year for the year ahead. This principle achieves two
important aspects for the UAE:
i.

it helps to recognise the state's financial situation, be it a deficit
or a surplus, by comparing its total expected expenditure with
its total expected revenues over the year in question,

ii.

it facilitates inspection of the Federal General Budget estimates
by the Federal National Council (the Parliament). Presenting the
Budget Bill in a single report helps to identify the necessary and
important expenditure items and the unnecessary items that can
be excluded.
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Nevertheless, despite its importance and because of the actual
practices, several exceptions have existed to contravene this principle,
represented by a number of what can be termed independent budgets, and
in addition the appended independent budgets of the Federal General
Budget. It will also be noted from point one that budgeting is on a single
year basis and there is an absence of multi year planning. While capital
budgets are formulated they are not done in a multi-year revenue context.

4.2.2.1.1 Independent Budgets
There are some establishments or companies with a corporate entity
that are still owned by the Federal Government. The best examples in this
respect are the Emirates Oil Company and Emirates Communications
Company. They are the equivalent of nationalised industries in a western
economy.
Aspects of the independence of these entities are manifested in the
separation of their budgets from the Federal General Budget although
owned by the State. They are also not subject to the same general rules of
those of the General Budget, accordingly, their management systems are
directly comparable with those of private sector companies.
Financial revenues realised by these entities are treated as their own
and they can utilise them for their own investments and expenditure. In the
event that these entities realise a financial surplus as a result of their
commercial activities, such a surplus is not included within the Federal
Budget revenues, except on extraordinary occasions. In contrast, if they
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sustain financial losses or deficits, these entities determine their own ways
and means that help them to meet this deficit, for example, by obtaining
loans from financial institutions or banks, or by selling one of their assets.
The budgets of these entities are not presented to the Legislative Authority
for their preparation, instead their management boards assume this role.
These entities also have the freedom to specify the beginning and end of
the financial year.

4.2.2.1.2 Appended Independent Budgets

The State Audit Institution defines appended independent budgets
(see Dawood, 1985) as budgets granted to the administrations of public
utilities that are not corporate entities. The differences between these
budgets and independent budgets are that all public rules and legal circulars
that control and regulate the Federal General budgets apply to the annexed
independent budget, with regard to their methods of adopting and
expressing them, means of inspecting them and rules for closing their
accounts. These budgets appear as appendices in the Federal General
Budget.
The Emirates University Budget is an example of the appended
independent budgets, whereby under Federal Law No. 4 of 1976 relating to
the foundation of the University stipulates for the principle of its
independent budget. Article No. 6 also indicates that the University is
authorised and has the freedom to administer and dispose of its capital in
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accordance with the rules and regulations formulated by the University
Council.
This Law also authorises the University's Administrative Council
to prepare and approve the University's budget without the need to refer to
the Federal National Council despite the fact that the University is funded
by the State.
Article No. 7 of the Law relating to Establishment of the University
also stipulates that the surplus in the University's previous budget is treated
as a revenue for the University's budget of the following year, hence it is
not carried over or transferred to the Federal General Budget.
4.2.2.2 Principle of the Annual Budget
The annual budget principle means that public revenues and
expenditures are to be estimated for the period of a forthcoming year. The
Emirates' Constitution stipulates in Article No. 129 for the this principle,
stating that:
"... the Federation's Budget Bill, including all revenues and
expenditure estimates, is to be presented to the Federal
National Council, at least, two months before the start of the
financial year for discussion and to indicate its observations
prior to referring the Budget Bill to the Federation's
Supreme Council, along with these observations, for
approval."
Federal Law No. 14 of 1973 which regulates the rules for the
preparation of the Federal Budget and the Final Statement of Accounts
stipulates, in Article No. 1, that the budget is to include all public
expenditures and revenues estimated for the financial year, and that the
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financial year is twelve calendar months from 1st of January to the end of
December of each year.
However, despite the fact that the Emirates' Constitution and
Federal Law No. 14 of 1973 explicitly stipulate this principle, they also
stipulate for the exemption of implementing this principle in the event of
the failure of the Legislative Authority, for any reason, to endorse the
budget bill before the beginning of the financial year.
Article No. 130 of the Emirates' Constitution stipulates that:
"The Annual General Budget is passed by a statute. In all
events when the budget statute is not passed before the
beginning of the financial year, it is legal to endorse
provisional monthly approbation by a federal resolution, on
the basis of a twelfth of the previous financial year's
approbation, revenues are to be collected and expenditures
spent in accordance with the valid statutes at the end of the
previous financial year."
Federal Law No. 14 also stipulates, in its Article No. 18, the
exemption from the principle of annual budget, and stipulates that:
"In any event when the budget statute is not endorsed before the
beginning of the financial year, it is legal to endorse a provisional
monthly approbation by a federal resolution on the basis of a
twelfth of the previous financial year's approbation, and upon the
request of the Minister of Finance."
4.2.2.3 Principle of the Comprehensive Budget
This principle means that the Federal General Budget includes all
public expenditures and all expected revenues without undertaking any
clearance between them, and that it is not permissible or illegal to
apportion any specific revenue to any specific expenditure. Articles No. 4
and 5 of the Federal General Budget Statute also stipulate this principle.
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4.2.2.4 Principle of the Balanced Budget
This principle stipulates that the amount of public expenditure of
the Federal Budget should balance the amount of its regular revenues.
Federal Statute No. 14 of 1973 does not refer explicitly or extensively to
this principle but stipulated it implicitly by authorising the Ministry of
Finance and Industry to determine the maximum limits of expenditure in
the event that the provisional statements of the budget exceed its expected
revenues.

4.2.3 Apportionment of the Federal General Budget
The State's General Budget is the financial programme of the
forthcoming year to achieve specific objectives. The budget is considered
as an important financial and economic document including expected
revenues and expenditure during the forthcoming financial year. This
section attempts to illustrate the apportionment of the Federal General
Budget, as follows:
i.

Apportionment of Federal General Budget expenditures.

ii.

Apportionment of Federal General Budget revenues.

4.2.3.1 Expenditures
Article No. 7 of the Federal Statute No. 14 of 1973 defines the
nature of the structure of the Federal General Budget. The Article indicates
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that the general budget consists of four sections of expenditures, as
follows:
Section One: Salaries and Wages.
Section Two: Public Expenditure.
Section Three: Capital Expenditure.
Section Four: Projects.
The Article also stipulates that each section consists of items, and
authorises the Minister of Finance to specify these items. Accordingly,
The Ministry of Finance and Industry specified these items as follows:
Section One: Salaries and Wages. This section consists of five items or
groups:
Group One:

Salaries and wages.

Group Two:

Pay rises.

Group Three: Allowances.
Group Four:

Rewards.

Group Five:

Corporeal and financial incentives.

Section Two: Public Expenditure. This section consists of four items or
groups:
Group One:

Goods requirements.

Group Two:

Service requirements.

Group Three: Current transfer expenditures
Group Four:

Specialised current transfer expenditures.

Section Three: Capital Expenditure.
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Section Four: Projects. Projects consists of two groups:
Group One: Completion of projects:
i.

Implemented by the Ministry of Public Works and
Housing.

ii. Implemented by other ministries.
Group Two: New Projects:
Implemented by the Ministry of Public Works

i.

and Housing,
ii.

Implemented by other ministries.

According to Hafidh (1984), the Federal Budget combines
administrative and functional apportionment.
Administrative apportionment is based on the State's organisational
structure, and aims to:
i.

determine the expenditure of each administrative unit;

ii.

determine the responsibility of each administrative unit; and

iii.

help follow up the financial changes of each administrative unit,
hence facilitate the inspection processes on administrative units.
Functional apportionment is based on apportioning expenditure into

sections and items (groups). Al-Sa'iedi and Ma'aroof (1987) state that the
advantages of this apportionment are that:
i.

facilitate the estimation of items (groups) in accordance with a
unity system;

ii.

help follow up the changes made to the various items; and
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iii.

facilitate inspection apportionment of each item. It is also
regarded as a simple and easy system.
Functional and Administrative apportionments are joined together

by preparing tables in which the horizontal entries represent the public
expenditures according to their places, while the vertical entries consist of
the State's administrative organisation, which is divided into seven main
sectors (See Table 4-1), each consisting a group of ministries and
administrations, as follows:
i.

Presidency Affairs Sector;

ii.

Legislative and Monitoring Systems Sector;

iii.

Defence, Security and Justice Sector;

iv.

Financial, Economic and Oil Affairs Sector;

v.

External Affairs Sector;

vi.

Information and Cultural Affairs Sector; and,

vii.

Services Sector.
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XX

xxxx

Total

XX

Public
Expenditure

XX

Private
Expenditure

XX

Total

XX

Projects implemented
by the Ministry of
Public Works and
Housing

XX

Projects implemented
by the governmental
unit

Projects

XX

Total

Table 4-1: Presentation of Federal General Budget expenditure based on administrative (State's organisational structure) and economic (nature and kind of
expenditure) apportionments
Total expenditure, given in vertical entries, represents total wages and salaries of the Federal Government during a financial year. Total expenditure, given in
horizontal entries, represents total expenditure of the Governmental Unit during a financial year. Source: General Federal Budget, 1998, (not literally quotation).

XX

XX

XX

XX

XX

XX

XX

XX

XX

XX

Presidency Affairs
Legislative and
Monitoring Systems
Defence, Security and
Justice
Financial, Economic and
Oil Affairs
Ministry of Finance
and Industry
Ministry of Planning
Ministry of Oil and
Mineral Resources
Ministry of Economy
and Commerce
Foreign Affairs
Information and Cultural
Affairs
Services

Sector

Salaries
and
Wages

Current Expenditure

xxxx

Grand
Total

Preparing tables in this way helps identify the expenditure and
approbations allocated to each ministry or administration by totalling all
expenditure entered horizontally in front of each authority.

Adding up all

vertically entered expenditure leads to identifying the categories or nature of
expenditure, such as salaries, projects, etc.

4.2.3.2 Revenues
The previous section illustrated the apportionment of public expenditure of
the Federal General Budget in the Emirates. This section illustrates the other part
of the budget; that is, public revenue.
Article No. 126 of the Emirates' Constitution stipulates that Federal
Government public revenue consists of the following resources:
i.

taxes, duties and interest levied in accordance with a federal statute
which are the legislative and executive tasks and jurisdiction of the
Federal Government;

ii.

duties and fees levied by the Federal Government in return for services
rendered;

iii.

the share contributed by the Local Governments from their local
revenues to the Federal Government; and,

iv.

Federal Government revenues from their own assets.
Article No. 167 of the Constitution also stipulates that Local Governments

of the member Emirates of the Federation have to allocate a percentage of their
annual revenues to meet public expenditure of the Federal Budget. Nonetheless, it
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is worth noting that until the present none of the member Emirates, except the
Abu Dhabi and Dubai governments, have contributed to the Federal General
Budget, due to their poor financial and economic revenues compared with the vast
revenues of the Abu Dhabi and Dubai Emirates.
In 1992, Ministerial resolution No. 71 was issued relating to the
organisation of public revenues, their collection and inspection. Article No. 1 of
this resolution stipulated that Federal Government's public revenues include all
revenues decided upon according to the Constitution and currently implemented
laws and regulations, indicated in Article No. 3 of this resolution.
Article No. 3, referred to above, divided revenues into three main
categories, as follows:
i.

First Category:

Local government contributions, that is the funds

allocated by the Federation's member Emirates as a percentage of their
annual financial resources to cover the expenditure of the Federal General
Budget.
ii.

Second Category: Tax-related revenues, these include all revenues
relating to taxation, be they in the form of taxes or as fees. It is worth
noting that the Emirates has no taxation system and no taxes are levied
except on revenues generated by tobacco and its derivatives, the objective
is to minimise its use.

iii.

Third Category:

Non-Tax-related

revenues,

these

include

all

revenues generated as levied fees in return for administrative services, in
addition to the income generated by the public utilities, such as water and
electricity supply, and other services.
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This article also stipulates, in Clause No. 2, for apportioning independent
categories for capital revenue and fixed assets as well as assets due to sale of
capital assets, fixed assets and non-tangible assets such as fishing or oil
excavation rights.
The resolution also stipulates, in Article No. 2, that the classification of
public revenues is based on two principles, as follows:
i.

Administrative classification: This helps identify the revenue of each
administrative unit separately; and,

ii.

Qualitative classification: This helps identify the nature and sources of
revenues, for example, current revenues or capital revenues.

4.2.4 Federal General Budget Cycle
The Federal General Budget cycle passes into four main phases, as
follows: preparation phase, endorsement phase, implementation phase, and review
phase.
This section explains these phases of the federal budget cycle, through
actual practices, laws and regulations organising the Budget.

4.2.4.1 Preparation Phase
Federal General Budget accounts are prepared from the base to the top of
the hierarchy. Article No. 8 of the Federal Law No. 14 of 1973 refers to adopting
regulations issued by the Ministry of Finance and Industry. This article stipulates
that:
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"Each Ministry is to prepare a provisional report of its own
expenditure in conformity with the regulations issued by the
Ministry of Finance in relation to this issue. This report indicates
the kind of expenditure by sections and by items, provided that
previous year's reports, reasons for increasing or decreasing other
funds allocated to expenditures are to be indicated. Employee's
salary is to be included in the budget on the basis of his grade
average."
The Ministry of Finance and Industry issues, before the beginning of each
financial year, usually at the beginning of the second half of the financial year,
publishes a financial circular in which it explains the method of preparing the
Federal General Budget Bill. The Ministry of Finance and Industry also specifies,
through this circular, general and specific rules and encloses with it the required
explanatory applications. For example, the Financial Circular No. 5 of 8th July
1997, relating to the Federal General Budget Bill of the financial year 1998,
includes the following general rules:
i.

Every budget bill, and all its subsequent amendments, which is
referred to the Ministry of Finance should be endorsed by the Minister
or the Deputy Minister. Any Ministry's budget bill will be rejected
unless it is signed by either one of them.

ii.

The Ministry of Finance and Industry is to discuss budget bills referred
by each Ministry.

iii.

The Ministry of Finance's delegates have the right to ask for any
additional information or explanation.

iv.

Budget bills referred by Each Ministry must include all the application
and information stipulated in this Circular, and also all other
subsequent circulars issued by this Ministry when deemed necessary.
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v.

Each agency must consider explaining the reasons for applying for the
required funds of each item, the justification for the increase and its
aim, in accordance with the particulars mentioned in the current,
previous and subsequent circulars.

vi.

Preparation of the Budget Bill for the Financial Year 1998 must be
undertaken in conformity with the Financial Circular No. 4 of 14th
July 1992.

vii.

Every Ministry must specify all committed funds that the Ministry was
unable to reimburse until 31/12/1997 and must be taken into account
when estimating the new budget of 1998, when they will have the
priority in deducting them.

viii.

The Budget Directorate of the Ministry of Finance and Industry is
responsible for responding to the inquiries made by other ministries.

Upon the receipt of the financial circular relating to the preparation of
General Budget by the ministries, these ministries should perform the following
two important steps:
a. The formation of a Committee for the Preparation of Budget Bill. In this
stage, every Ministry forms a committee for the preparation of its budget
bill for the forthcoming financial year. The Committee consists of the
members representing the concerned ministry and delegates representing
the Ministry of Finance and Industry, the Ministry of Planning and the
Department of Staff Affairs. It is usually headed by the Deputy Minister.
Article No 12 of Law No. 14 of 1973, relating to the General Budget
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rules and Final Statement Accounts, stipulates that the Ministry of
Planning, through its delegates, is to determine and co-ordinate bills, and
that the Civil Service Council is to estimate the expenditure of the First
section, relating to wages and salaries and to determine the number and
grades of occupations.
b. Deadline for the Submission of the Budget Bill. Article No. 9 of Law No.
14 of 1973 stipulates that every ministry is to submit its budget project no
later that September. Article No. 10 of the said Law also stipulates that in
the event that a ministry delays the submission of its budget bill beyond
this deadline, the Ministry of Finance will undertake the preparation of
the particular ministry's estimation of expenditures. This is usually
carried out on the basis of the current budget after carrying out
amendments that the Ministry of Finance and Industry may deem as
necessary. Every ministry sends a copy of the estimations of the First
Section, relating to salaries and wages, to the Directorate of Staff Affairs.
It is also to send a copy of the estimations of Section Four, relating to
projects, to the Ministry of Planning.

4.2.4.2 Endorsement Phase
After receiving Budget Bills from all ministries, the Ministry of Finance
and Industry compiles all the estimations in accordance with the general sections
of the Federal Budget. Then, it compares them with the previous budget in order
to make necessary amendments.
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After having finished undertaking studies and comparisons of, and
amendments to all budgets, the Ministry of Finance and Industry prepares the
Federal Budget Bill, including all anticipated revenues and expenditures. This bill
is referred to as the "Total General Budget Bill for the Financial Year...". In order
to become an effective law, the bill passes through several stages of endorsement,
as follows:
4.2.4.2.1 Council of Ministers (The Cabinet)
Article No. 15 of the Law for the Preparation of the General Budget
stipulates that the Minister of Finance is to refer the Federal General Budget Bill
to the Cabinet, along with a report including the following points:
i.

a general statement of the economic and financial situation of the
State;

ii.

an introduction of the previous financial year;

iii.

methods relating to the preparation of the Federal General Budget for
the forthcoming financial year; and,

iv.

the final draft of the Federal General Budget Bill.
This article also stipulates that the Cabinet is to endorse the Budget Bill

before the end of October each year.

4.2.4.2.2 The Federal National Council (The Parliament)

The Federal General Budget is to be referred to the Federal National
Council for discussion and expression of views, in accordance with Article No. 16
of the Law for the Preparation of General Budget, stipulates that this is to take
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place two months before the beginning of the new financial year. Article No. 102
of the Federal Resolution No. 44 of 1972, relating to the bylaw of the Federal
National Council, also stipulates that the latter discusses the General Budget Bill,
by sections and by items.
4.2.4.2.3 The Federal Supreme Council
After discussing the Federal General Budget Bill, the Federal National
Council refers the Bill to the Federal Supreme Council, including all the views
expressed about it. The Federal Supreme Council reserves the right of rejecting or
accepting these views, in accordance with the stipulation of Article No. 110 of the
Emirates Constitution. The Head of the State then passes a law relating to the
endorsement of the General Budget Bill; hence it becomes effective from the date
of passing this law.

4.2.4.3 Implementation Phase
This phase begins after the Federal General Budget Law and lasts until the
end of the financial year and the publication of the Final Statement of Accounts.
The implementation stage is under the jurisdiction of the Executive Authority.
The Ministry of Finance and Industry informs implementation authorities with
their budgets, as endorsed by the Legislative Authority. Disbursement processes
are carried out within the stated funds and achieving the objectives they have
allocated for. This has been explicitly stipulated in Article No. 131 of the Emirates
Constitution. This Article states the following:
"Any expenditure not indicated in the budget, or exceeding its
allocated funds, and any transfer of any funds from one section to
another of the budget, is to be implemented by a law."
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Federal Law No. 4 of 1973 organises and lays down the rules for the
implementation of the budget. For example, Article No. 23 stipulates that any
ministry is not permitted to use any items of Section Three (Capital Expenditures)
except with the prior consent of the Ministry of Finance and Industry. This
effectively ensures central control of capital spending.
Article No. 24 also stipulates that in the event that any project included in
Section Four is not completed during the financial year, the remaining part of that
project is to be included in the forthcoming budget.
Article No. 25 stipulates that contracts are not to be concluded that have
financial obligations beyond the current financial year, except in cases of
contracts relating to rents, maintenance, imports and projects. It is also required to
obtain the consent of the Ministry of Finance and Industry prior to concluding
these contracts.
Article No. 26 also stipulates that any funds in the budget that has not been
expended or are to be expended during the financial year are deemed invalid.
These funds will thus be lost if not spent and thus creates pressure to spend funds
to budgetary limits.

4.2.4.4 Auditing Phase
Inspection of the implementation of the budget is the final phase of the
budget cycle. The aim of this inspection is to make sure that the implementation
of the Federal Budget is carried out with the limits stipulated for by the
Legislative Authority (intra vires}, and also for the objectives for which the
budget was made in order to prevent any excessive expenditure or wasting of
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public funds.

More than one agency participates in the monitoring of the

implementation of this phase, though every agency has its own objectives and
means of inspection. These agencies are:
i.

The Ministry of Finance and Industry.

ii.

The State Audit Institution.

iii.

Internal Monitoring Departments of various ministries.

iv.

The Federal National Council.
The means, objectives and kinds of inspection of Federal Budget will be

presented in further detail in the section (4.4) relating to Auditing System in the
United Arab Emirates.

4.3 Regular Accounts and Final Statement of Accounts in the

UAE

This section examines the regular accounts and final statement of accounts
at the administrative unit or Ministry level and at Federal level.

4.3.1 Regular Accounts
Administrative units of the Emirates Federal Government publish several
kinds of periodic accounts, as follows:
i.

monthly balance sheet;

ii.

quarterly balance sheet;

iii.

biannual balance sheet; and,
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iv.

annual balance sheet.
The latter three Types are sums of the monthly balance sheets.

Accordingly, they do not differ greatly. The overall objective of these regular
accounts is to achieve inspection, financial control and monitoring of the
implementation of each of the administrative units' allocated proportion of the
Federal General Budget. This is undertaken with respect to the validity of the
financial processes carried out by the administrative unit, and the extent of sound
accounting procedures observed in the implementation of these processes.
The above measures are stipulated in Financial Circular No. 21 of 10th
December 1974 issued by the Ministry of Finance and Industry in relation to the
organisation of using financial and data records. The Circular specified the
method of preparing the monthly balance sheet as follows:
i.

the monthly balance sheet is prepared by the accountant responsible for the
General Ledger. It should represent the total movement of accounts up to
its issuing date;

ii.

the balance sheet should be referred to the internal audit departments to
undertake legal and financial compatibility to ensure its accuracy and
integrity of content; and,

iii.

the original copy is referred to the Ministry of Finance and Industry in
order to compare it with the records kept at the Ministry of Finance and
Industry.
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4.3.2 Final Statement of Accounts
The final statement of accounts is an approved financial report published
at the end of the financial year. It includes actual revenues and expenditures and
indicates surplus or deficit and an explanation for such surpluses or deficits, as
compared with the budget approvals contained within the Federal General Budget.
Accordingly, it represents a post implementation budget review (Al-Naghi, 1984).
There are two kinds of final statements of accounts in the United Arab Emirates.
The first is a final statement of accounts at the administrative unit or Ministry
level, and the second is an overall final statement of accounts of all Federal Units
and Ministries.

4.3.2.1 Final Statement of Accounts at Ministry Level
Law No. 14 of 1973, relating to the rules for the preparation of the General
Budget and the Final Statement of Accounts in the UAE, commits ministries to
prepare their final statements of accounts no later than two months after the end of
the financial year. This is clearly stipulated in Article No. 32:
"Each Ministry is to prepare its final statement of accounts for
revenues and expenditure of the concluding financial year, and to
submit it to the Ministry of Finance in a date no more than two
months of the conclusion of the said year (Federal Law No. 14,
Art.32, 1973)."
Article No. 35 of this Law also indicates that the objective of preparing
final statement of accounts is to illustrate the State's actual financial situation at
the end of each financial year. Accordingly, all ministries are to comply with the
regulations and laws issued by the Ministry of Finance and Industry.
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"The Ministry of Finance makes the required regulations relating
to the detailed rules that Ministries are required to observe during
the preparation of the final statement of accounts, and the
information that should be mentioned with respect to outstanding
accounts and debts due to the Governments and the Government's
funds deposited in banks or any other institutions, and also to the
procedures to be observed with regard to Governmental deposits'
inventory and the inventory of other kinds in any governmental
deposit and other rules that guarantee showing the State's actual
financial position at the end of the past year (Federal Law No. 14,
Article No. 35, 1973)."
The Ministry of Finance and Industry (Accounts Department), in
accordance with the stipulation of this Article of the Federal Law, distributes a
financial circular which regulates the method of preparing the final statement of
accounts by the Ministries. For example, Circular No. 14 of 1998, relating to the
preparation of the final statement of accounts for the past year on 31 st December,
1998, refers to the most important general rules, as follows:
i.

strict compliance with and adherence to the rules and regulation illustrated
in this circular;

ii.

preparation of an explanatory memorandum of the final statement of
accounts, including all factors affecting the implementation of the budget;
and,

iii.

presentation of the final statement of accounts inclusive of all its tables,
provided that these tables are prepared in conformity with the samples
enclosed within the circular. This is to be carried out after the completion
of inspection and auditing with the concerned departments in the Ministry
of Finance and Industry.
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The circular also regulates the method of preparing the explanatory
memorandum, referred to above in item (ii). The Circular also indicates that each
Ministry is to prepare the explanatory memorandum as follows:
i.

Introduction: The most important objectives of the 1998 Budget are to be
indicated in the Introduction.

Accomplished and non-accomplished

objectives, and the reasons for non-accomplishments are also to be
provided in the Introduction. The Introduction should also include a
paragraph of the most important problems encountered the implementation
of the budget. It should also include perceptions and recommendations for
dealing with these problems in the event of their occurrence in the future,
ii.

Revenues: This item of the explanatory memorandum should include the
following points:
a. Comparison of the estimated revenues and the actually raised
revenues. Reasons for surplus or deficit should be indicated, by items
and kinds.
b. Comparison of raised revenues during the current financial year and
those raised during the past financial year. Reasons for surplus or
deficits should be indicated.
c. Illustration of all kinds of the total outstanding revenues, raised
revenues and due revenues. Reasons for not collecting due revenues
should be indicated.

iii.

Expenditures: The third item of the memorandum is dedicated to the
expenditures. The following points are illustrated in this item:
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a. Detailed illustration of actual expenditure by the Ministry or the
administrative unit,
b. Detailed illustration of each item of expenditure, additional spending
that occurred during the financial year, reasons for such additional
spending, movable funds and reasons of movability, unused funds and
reasons for not using them and the reasons for exceeding any item, if
this occurs, are to be indicated,
c. Comparison of the actual expenditures for the current financial year
(1998) with those of the past year (1997), and reasons for surplus or
deficit in expenditure should be indicated.
iv.

Accounts Outside the Budget Sections (Settlement Accounts): The fourth
item of the memorandum is dedicated to the settlement accounts, in which
an overall presentation of these accounts (loans, deposits, current, etc.) is
made so as to include the total balance on 31st December, 1998. Reasons
for non-settlements of these accounts should be provided,

v.

Construction Projects: The following points are illustrated in this item:
a. An overall illustration of the cost of actual construction projects and
the additional funds realised during the concluding financial year.
Movable funds, when exist, should be, and the reasons for moving
funds and the overall actual percentage implementation should be
indicated,
b. Detailed presentation of each project. Percentage implementation for
the current financial year should be indicated.

Reasons for not

achieving the planned percentage of implementation should also be
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indicated.

The percentage of project implementation by 31st

December 1998, compared with the total cost of the project, should be
specified.
c. Comparison of actual total expenditure of development projects for the
current financial year (1998) with the total expenditures of the past
financial year (1997).
vi.

Regular Accounts: The aforementioned Circular stipulates that the last
item of the explanatory memorandum, which is prepared by the Federal
Ministries, should provide the debit regular accounts and indicates their
total balance by 31st December 1998. Reasons for not settling these
balances by the end of the financial year should also be indicated.
The above discussion clearly illustrates that the method for preparing the

governmental units' final statements of Accounts are similar to each other and
comply with a similar method of organisation. This is evidence that accounting
systems implemented by the governmental units are unified; they use the same
concepts and terms. A Governmental Accounting Directory (Ministry of Finance
and Industry, 1992) was first published in 1992, and standardises the use of
concepts and terms throughout governmental units.
The use of unified systems in the preparation of final statements of
accounts by governmental units helps, in the first place, the users of reports to
deduce information easily. It also helps the Ministry of Finance and Industry in
the preparation of the Federal Government's Final Statement of Accounts, as will
be discussed in the following section.
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4.3.2.2 The State's Final Statement of Accounts
The State's final statement of accounts refers to the financial report
prepared by the Ministry of Finance and Industry at the end of the financial year.
This account illustrates the overall position of the Ministries and administrative
units that the Federal General Budget is responsible to finance. This final
statement of accounts aims at presenting the Federal Government's financial
position appropriately and expressive of the actual situation. This helps decision
makers in drafting the State's development and economic plans and also in the
preparation of successive federal balances (Al-Sa'idi and Ma'rouf, 1987).
The Emirates Constitution refers to the final statement of accounts in
Article No. 136, stipulating the following:
"The Federal Financial Administration's Final Statement of Accounts of
the past year is presented to the National Federal Council within four
months of the end of the said year for discussion prior to referring it to the
Supreme Council for approval, in the light of the Public Auditor's Report
(Emirates Constitution, Art. 136, 1971)."
This Article indicates that the final statement of accounts is prepared by
the Executive Authority, represented by the Ministry of Finance and Industry.
This is obvious in Clause No. 3 of Article No. 60 of the Law relating to the
organisation of the Ministerial Council (The Cabinet) jurisdiction. This Clause
stipulates that the preparation of the final statement account is under the
jurisdiction of the Ministerial Council.
Federal Law No. 1 of 1972, relating to the regulation of the Ministries
jurisdiction and Ministers' responsibilities, stipulates in Article No. 5, regarding
the authority and responsibilities of the Minister of Finance and Industry, Clause
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No. 1, that the Ministry of Finance and Industry, in liaison with the other Federal
Ministries, is responsible for the preparation of the Final Statement Accounts.

4.3.2.2.1 Stages of the Preparation and Approval of the State's Final
Statement of Accounts

The State's final statement of accounts passes through several stages prior
to its approval by the Federal Supreme Council when following its approval all
reported revenues and expenditures are categorised as being legally incurred.
These stages can be summed up as follow:
i.

as illustrated above, the Emirates Constitution and other Federal Laws
stipulate that the Executive Authority, represented by the Ministry of
Finance and Industry, is responsible for the preparation of the final
statement account. This stage begins with the Ministry of Finance and
Industry' receipt of all Ministries' final statement of accounts bills, within
two months after the end of the financial year, as stipulated in the laws,

ii.

in light of the Ministries' final statement account bills, the State's final
statement of account bill is prepared;

iii.

the Ministry of Finance and Industry then refers the final statement of
accounts bill to the State Audit Institution for review and observations;

iv.

the Ministry of Finance and Industry responds to the State Audit
Institution's observations and amend all financial violations;

v.

the State Audit Institution publishes its annual report about the State's
final statement of accounts, illustrating in it observations and violations
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that has not been agreed upon solving them with the Ministry of Finance
and Industry, or the violations that require a Federal Law to solving them;
vi.

the Ministry of Finance and Industry refers the State's final statement of
accounts, along with the State Audit Institution's Report, to the Ministerial
Council for discussion;

vii.

the Ministerial Council then refers the State's final statement of accounts
Bill, along with the State Audit Institute's Report, to the Federal National
Council. The National Federal Council reserves the right to invite the
Head, or Deputy Head, of the State Audit Institution to attend bill debate
sessions; and,

viii.

the final step is the referral, by the National Federal Council, of the final
statement of accounts bill and the State Audit Institution's Report, after
making observations to the Federal Supreme Council to approve it or
asking for investigating financial violations.
Figure 4-1 has been designed to illustrate the stages of the preparation of

the State's final statement of accounts.
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Figure 4-1. Stages of the Preparation of the Final Statement of Account
Federal Supreme Council

Final Statement of Account and
Federal Council's Comments

Referring Final Statement of Account to President of t le State to issue
a Resolution of its Approval

President of the State
Ministerial Council

Final Statement of Account with Ministerial
Council's Comments on SAI's Observations

Federal National Council

SAI
Report

Final Statement of Account and Ministry of
Finance and Industry's Comments on SAI's
Observations
Final Statement of Account and SAI Report

Ministry of Finance and
Industry

State Audit Institution

State Final Statement of Account

Federal Ministries and Governmental Unit'S
Final Statement of Accounts

Federal Ministries and Governmental Units

Direct Contact

Indirect Contact in the event of the National Federal Council dissolution
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It is obvious that there are many stages for the preparation of final
statement of accounts. Article No. 135 of the Emirates Constitution referred to a
period of four months after the end of the financial year during which the final
statement of accounts is presented. This period effectively represents only two
months if the period given to the ministries, as stipulated by the law, to present
their own final statement accounts. As a result, the Ministry of Finance and
Industry has been unable so far to present the final statement of accounts bill
during this legal period, accordingly, this is regarded as a constitutional violation.
The State Audit Institution referred to this constitutional violation in more
than one report relating to the preparation of the final statement accounts bills
(SAI Reports 1989-1994). For example the SAI indicated, in its 1994 Report, that
this constitutional violation is attributed to the following reasons:
i.

the period of time specified in Article No. 135 of the Emirates
Constitution, and in Article No. 36 of the Federal Law, relating to the rules
for the preparation of Federal General Budget and the final statement of
accounts, is not sufficient;

ii.

some Ministries are late in preparing their final statement of accounts,
hence they are sent to the Ministry of Finance and Industry after the date
specified (two months) in Article No. 32 of the Federal Law No. 14 of
1973;

iii.

budgets of the Ministry of Defence and the Ministry of Interior are paid by
the Local Government of the Abu Dhabi Emirate. The financial year of the
Abu Dhabi Local Budget starts on 1st July and ends on 30th June each
year. Accordingly, the preparation of these ministries' final statement of

150

accounts and the fmalisation of their accounts are linked to that local
budget of the Abu Dhabi Emirate. This means a delay of six months from
the date of the Federal Budget; and,
iv.

external aid offered by the United Arab Emirates to friendly countries or
countries affected by natural disasters is also financed by the Abu Dhabi
Local Government Budget. This also contributes to delay the fmalisation
of these accounts due to the overlap of the financial years of the Abu
Dhabi Local Government Budget and the State's Federal General Budget.
As a result of these reasons and the duplicity in the stages of the

preparation and the approval of the State's final statement of accounts, the State
Audit Institutions recommended, in its 1994 Report on the final statement of
accounts, that the period of time stipulated in the Emirates Constitution is to be
amended. The same was recommended for amending the legal period in the
Federal Law No. 14 of 1973 in order to give enough time to the Ministry of
Finance and Industry to prepare the final statement of accounts.
To sum up, the discussion above indicates that final statements of accounts
are not prepared and presented within the time stipulated in the law. This raises a
very important question about the standard of adhering to the timing of
information these accounts offer to their users and to the extent of using such
information.

4.3.2.2.2 Components of the Final Statement of Accounts
The State's final statement of accounts consists of tables illustrating the
State's revenues and expenditures. Although the financial statements included in
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these tables are the same, their presentation style differ from one table to the
other. The aim of this difference in presentation style is to help users of these
financial statements to obtain the financial information they need according to the
style and quality that suits their requirements. For example, the final statement of
accounts for the financial year ending on 31st December 1998 included several
tables, the most important of which are the following:
i. Total Revenues and Expenditure Table
This table illustrates the Federal Government's total revenues and
expenditure, compares them with the sums estimated at the beginning of the
financial year, and indicates the percentage overall changes that occurred to them.
This table aims to illustrate the total financial deficit or surplus of the past
financial year. It is divided into three main columns and four main rows (see
Table 4-2).
The first vertical entry is dedicated to the revenues, what are of two kinds:
(i) Emirates' Contribution (the Abu Dhabi and Dubai Emirates), and (ii) other
revenues. The second vertical entry is dedicated to expenditures which consist of
three kinds of expenditure: (i) current expenditure, (ii) projects, and (iii)
investments. The third and last vertical entry is dedicated to the total surplus of or
deficit in the Federal Budget.
The first horizontal entry indicates kind and the second horizontal entry
illustrates the estimated amount approved at the beginning of the financial year.
The third horizontal entry illustrates the amounts approved at the beginning of the
financial year after the amendments during the implementation of the Budget. It
also indicates the percentage change. The fourth and last horizontal entry
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illustrates the total actual revenues and expenditures, as well as the percentage
change between these actual figures and the anticipated figures at the beginning of
the financial year.
ii. Total Revenues Table
This table illustrates the revenues realised during the concluding financial
year, classified according to their kind (current or capital revenues) (see Table 43). The current revenues consist of three kinds: Emirates contribution; taxed
revenues, and non-taxed revenues.
It is noted that Table 4-2 include revenues referred to as "Other Non-taxed
Revenues". This item is scheduled under that of the "Non-taxed Revenues". It is
more useful that staff concerned with the preparation of the final statement of
account have indicated these revenues in more detail. This is so that financial
report users know precisely the kind and source of these revenues.
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Table 4-2.Total revenues and expenditure
Estimated
Type
Funds in the
Budget

Actual Funds

Estimated Funds after
Amendment
Amount

%

Amount

1 . Revenues (A+B)
A. Emirates Contribution
i) Abu Dhabi
ii) Dubai
B. Other Revenues
2. Expenditure (C+D+E)
C. Current Expenditure by
Governmental Units
D. Projects by
Governmental Units
E. Financial Investments
3. Surplus (+), Deficit (-)
Surplus or Deficit
Between Estimated
Revenues and Estimated
Expenditure
Surplus or Deficit
Between Actual Revenues
and Actual Expenditure
Source: Final Statement of Accounts of the United Arab Emirates for the
Financial Year Ending on 31.12.1998 (not literal quotation).
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%

Table 4-3 Total actual revenues for the financial year ending on 31st December,
19xx
Type
Secondary
Partial
Total
Dirham

Fils

Dirham

Fils

Dirham

Fils

xxxxx

XX

2. Capital Revenues

xxxxx

XX

Total

xxxxxx

XX

1. Current Revenues
A. Emirates Contribution

XXX

XX

B. Taxed Revenues

XXX

XX

C. Non-taxed Revenues

XXX

XX

- Income from Public Facilities

Xxx

Xx

- Administrative fees and duties

Xxx

Xx

- Other Non-taxed Revenues

Xxx

Xx

Source: Final Statement of Accounts of the United Arab Emirates for the
Financial Year Ending on 31.12.1998(not literal quotation).

In addition to the above two main tables, the Final Statement of Accounts
of 1998 included several other illustrative tables, for example:
i.

Total Expenditure Table: Expenditures are presented in this table, by kind
of expenditure (current or capital expenditure). Subsequently, a similar
method to that of the distribution of the Federal General Budget sections
was adopted. This table also includes all section of total expenditure for
the past three year.

ii.

Ministries' Total Revenues Table: This table illustrates the total revenues
of each Ministry for the past and three previous financial years.
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iii.

Ministries' Total Expenditure Table: This table illustrates the total actual
expenditures of each Ministry for the past and three previous financial
years.
The purpose of these tables is to illustrate the sources and kind of revenue

or expenditure with the possibility of comparison within the last four financial
years. This helps users of these financial reports in making comparisons and
inspection, and also helps decision-makers to plan for the coming financial years.
In addition to tables' presentation, the state's revenues and expenditures
are presented graphically. Which is based on using charts of the data included in
the State's final statement of accounts as well as showing percentages. This
method is characterised by its simplicity.
It is clear from the above and the observed accounting reports that the
federal Ministries of the UAE practice a cash accounting system. This type of
accounting system recognizes only cash inflows and cash outflows. Therefore,
there are no assets or liabilities in the books other than cash balances; accordingly,
there are no balance sheets (Jones and Pendlebury, 1996). Under this system
according to many writers (see for example, Coombs and Jenkins, 1994; Glynn,
1993; Churchill, 1992; Carty, 1981) the government is unable to:
i.

have a clear view of the true costs of providing individual services;

ii.

accuracy reflect capital consumption of fixed assets;

iii.

be more transparent about the distinction between current and capital
expenditure;

iv.

know their total assets; and,

v.

measure their performance effectively.
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Regarding the forth point, Carty (1981) stated that under the cash
accounting system in the public sector, financial control of assets is lost
immediately after they are purchased, and the value of assets held by different
public units is not known. This clearly applies in the UAE. He also added that,
financial control is an activity that operates on a continuous basis, not at one
moment in time. Applying this to fixed assets in UAE control appears to be lost
after purchase.

Moreover, Glynn (1993) states that the application of cash

accounting does not allow for erudition monitoring the efficiency and
effectiveness of all the units or programmes. Jones and Pendlebury (1996) argue
that the only measure of performance, which can be yielded under this kind of
accounting system, is the comparison of budget with actual. In other words, good
performance is a matching of budget and actual; bad performance is either an over
spending or an under spending. Again this is very much relating to the system
discovered in the UAE. According to Jones and Pendlebury (1996) this kind of
measure of performance is a very narrow one and it tells nothing more than the
budget has been spent. According to Luder (1993), implementation of an accrual
accounting system in the public sector will provide the information that is needed
for sound financial management. Under this system, revenue and costs are
recognised as they are earned or incurred, not as money is received or paid.
Therefore, matching between revenue and costs can be established. Jones and
Pendlebury (1996) stated two differences between accruals and cash accounting.
These are the calculation of income and capital and the accruing of receipts and
payments. According to them, accruals accounts provide much more information
than cash accounts. In addition, a kind of comparison between government units
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could be employed. The National Council on Government Accounting (NCGA,
1979, p. 11) stated that:
"The accrual basis is the superior method of accounting for the
economic resources of any organization. It results in accounting
measurements based on the substance of transactions and events,
rather than merely when cash is received and disbursed, and thus
enhances their relevance, neutrality, timeliness, completeness and
comparability. Accordingly, the Council recommends use of the
accrual basis to the fullest extent practicable in the government
environment. The cash basis of accounting is not appropriate (quoted
fromGlynn, 1993, p. 10).
As a result, a number of governments in the developed world such as
New Zealand, UK and USA have moved from cash accounting to accrual
accounting. In the UK for example, this is outlined in Better Accounting for
the Taxpayer.
Generally speaking, the argument concerning accrual and cash accounting
has been discussed by many authors (Glynn, 1993; Denis, 1994; IFAC, 1996;
Jones and Pendlebury, 1996; Mellett, 1997; Robinson, 1998; White and
Hollingsworth, 1999; Likierman, 2000). According to their views, the advantages
of accruals accounting are that it presents a truer picture of the costs of a particular
activity or services, and relates them directly to any revenues generated by those
activities. This is an essential element of performance measurement. With cash
accounting obviously there is no matching of cost and revenue. Moreover,
accruals accounting encourages better stewardship of assets and liabilities than the
more simple cost accounting system. An additional benefit of the conventional
accruals accounting model is that it automatically provides a balance sheet. In
general, accrual accounting produces better information for management
especially as it relates to decision-making. In contrast, cash accounting have a
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number of advantages over accruals accounting. Firstly, cash accounting is
simple. The accounting statements that it produces are clearer than accruals
statements because they show only the movement of cash, making them easier to
understand for non-experts. Secondly, cash accounting is more objective when
compared with accruals accounting, the latter requiring judgments about the value
of such items as inventory and long-lived assets, especially the likely period of
benefit. It requires judgment about the appropriate accounting method to use.
Accruals accounting would require taxation revenues such as income tax and sales
tax to be accrued to the year in which the underlying earnings/profits or sales
occurred, rather than the year cash payments were received. This subjectivity,
however, can be controlled by the independent opinions of auditors and by
enforcement of accounting standards and the results are evidently acceptable
(Jones and Pendlebury, 1996). Finally, cash accounting is less costly since it
requires less accounting and administrative expertise. The advantages and
disadvantages of accruals accounting have, to some extent, been discussed above.
The majority of researchers support the application of accrual accounting to
government units. Accordingly, it appears to be that there is no rational reason to
why governmental units in the UAE should not accrue accounts payable and
accrued expenses to give a more accurate picture of expenditure for the financial
year and better information for developing performance measurement techniques.
It could be concluded from this that shifting from cash accounting to
accrual accounting system is needed in the public sector of the UAE in order to
show the resources, liabilities, and cost of operations in each of its units, hence
better measure of the government performance could be achieved. Costs
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associated with this transfer (change of accounting system) in the opinion of the
majority of writers are overweighed by the potential benefits.

4.4 The Auditing System in the United Arab Emirates
The public auditing system in the UAE consists of two elements:
i.

Internal auditing, which is carried out by the Ministry of Finance and
Industry; and

ii.

External auditing, which is carried out by the State Audit Institution (SAI).
The following section of this chapter will attempt to shed some light on

the nature and role of each of these elements in fulfilling their auditory roles. This
shall be done through an analysis of laws and instructions, which regulate the
process of auditing, as well as through an attempt to discuss the kind of
information produced.

4.4.1 Internal Auditing
The Federal Law No. (1) of 1974, Article (5), stated that amongst the
specialities and responsibilities of the Ministry of Finance and Industry, is the
supervision over the implementation of the Federal Budget as well as examining
expenditure according to the regulating law. From this, we can define internal
auditing as the process carried out by the Ministry of Finance and Industry in
regards with all financial transactions and operations of all federal units and
ministries related to matters of expenditure, income and final accounts. Thus this
form of auditing is restricted to what can be termed regulatory auditing in that it
covers primarily the internal control aspects of financial management.
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This Law also makes clear that the role of the Ministry of Finance and
Industry is restricted to federal public ministries and units, and it thus has no
auditing role to play in regards of the local government units of the various
emirates, or over the commercial entities owned by the Federal State. This is,
unlike the SAI, which has been given the right of external auditing over all these
entities and units, as we shall see later.
The guidelines concerned with the allocation of specialities and
responsibilities issued by the Ministry of Finance and Industry, on the role of the
Ministry in carrying out its internal audit functions is restricted to the following:
i.

examining all expense documents related to the continuous and capital
expenses of the federal government in order to ensure that they fulfil the
legal and accounting conditions prior to their approval. This illustrates the
centralisation of the decision to spend, as all federal establishments must
gain the approval of the Ministry of Finance and Industry prior to making
the transaction;

ii.

promulgating rules and instructions, which regulate expenditure from the
Public Federal Budget;

iii.

preparing records for expenditure allocated for each federal ministry or
unit according to the divisions and items of the Budget, so that monthly
appropriations could be carried out to ensure that the accounts of the
particular federal unit matches the accounts of the Ministry of Finance and
Industry.

iv.

Auditing documents of continuous debt concerning federal establishments;
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v.

Auditing the implementation of project contracts;

vi.

Preparing memorandums of financial irregularities discovered and
subsequently informing the concerned authorities of these irregularities;
and,

vii.

responding to SAI notes and reports.

It can be seen from the above that the internal audit in the UAE public
sector is an activity which is designed to cover only fiscal/regulatory roles and no
attention is given to the VFM auditing. According to Glynn (1993) The fiscal
auditing role involves auditors in ensuring that funds have been expended in
accordance with the terms by which such money were appropriated, and that
accounts have been properly prepared. This is very much applies in the UAE
public sector.
In general, internal audit is a large and significant part of the financial
control of any organization, and the duties performed by the internal auditor
should be seen to be complementary to the work performed by the external auditor
(Glynn, 1993). In many developed countries there has been a trend to expand the
roles of internal audit to meet the growing public concern that the administration
of government be subject to review and control. For example, in the UK, the FEE
Public Sector Committee (1994) defines internal audit as follows:
"An independent appraisal function established by the management
of an organization for the review of the internal control system as a
service to the organization. It objectively examines, evaluates and
reports on the adequacy of internal control as a contribution to the
proper, economic, efficient and effective use of resources" (p.l).
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As it is clear from this definition, VFM audit is an essential role of the
internal audit departments. Coombs and Jenkins (1994) also go further when they
argue that the achievement of VFM is no longer seen as a virtue, but a necessity
for public sector managers. Therefore, according to them, the search for VFM
should not be restricted to either internal or external auditors but should permeate
throughout the organization; hence, develops general concepts that can be applied
by both auditors and managers in their attempts to achieve the better use of
limited resources are necessary.
It could be concluded that the internal audit departments in UAE public
sector define its duty in a very narrow way, and the standards of the internal audit
is not generally very good. This is could be due to the fact that, the government
does not view the internal audit function as a significant service. Therefore, in
order to develop the function of internal audit in the UAE public sector, the
present low and standard of internal audit duties should be reviewed.

4.4.2 External Auditing
This term is used to refer to the auditing of public establishments within
the UAE carried out by the SAI concerning the administrative and economic units,
which the law has deemed falling under the monitoring of the SAI.
The Constitution of the United Arab Emirates stipulated in Article (136),
the importance of establishing an independent administrative council chaired by a
general auditor of ministerial rank. This article stipulated that this council should
have the authority and responsibility of examining the ministries' accounts as well
as the accounts of all federal establishments and units. The law states:
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"An independent federal administration shall be established
chaired by a general auditor who's appointment shall come virtue
of an official decree, in order to examine and revise the accounts of
the Federation and all bodies, establishments and authorities which
lie under its fold, and in order to revise any other accounts deemed
under the said administration's authority. The Law shall regulate
this administration and specify its specialities and those of its staff
as well as the obligatory guarantees of the administration itself,
chairperson and members of staff, so that they may fulfil their
duties in the best possible manner. (The Constitution of the UAE,
Art. 136, pp.28)".

As a result of this constitutional article, the Federal Law No. (7) of 1976
was issued stipulating the establishment of the SAI and the First Article
determined this new body and its role:
"An independent authority called the "State Audit Institution"
(S.A.I.) shall be established and attached to the Federal National
Council. The S.A.I, shall audit the funds of the state and other
authorities stated in article (4) herein. The S.A.I, shall particularly
ensure the safety and legality of managing such funds and the
implementation of development projects, all as provided for this
law and its internal regulation. (Federal Low No.7, Art.l pp. 1-2)."

From the text of the Article, it is clear that the responsibility of the SAI
lies in the monitoring of public funds and ensuring the soundness of the
accounting procedures and practices in regards with these funds as well as their
legality (not specifically performance but per later interpreted by SAI in this
light). This Article also indicated that the scope of SAI responsibility extends to
the units and establishments mentioned in the Fourth Article as follows:

"The S.A.I shall practice audit over the following bodies: 1. The ministries and departments of the Federal Government.
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2. The Federal National Council.
3. The public corporations and bodies.
4. The companies or bodies, in which capital the State or any
public artificial person may have a share not less than 25% or for
which the State guarantees a minimum limit of profit or offers a
financial subsidy.
5. Any other body of which audit is charged to the S.A.I by the
Federal Supreme Council (F.S.C.), the President of the State or the
Cabinet.
Upon a written request from the ruler of any Emirate, the S.A.I.
may practise audit over the government departments of the such
Emirate, as well as the finance of corporations and bodies attached
to it and all companies in which capital the Emirate may have a
share not less than 25%, or those for which the Emirate
government guarantees a minimum limit of profit or offers
financial subsidy. (Federal Law No.7, Art.4, pp. 2-3)".
It is worth noting that the First Article pointed out that the SAI will be
annexed to the National Federal Council whilst the Fourth Article stated that the
NFC is subject to the monitoring of the SAI. One can naturally conclude that the
monitoring role of the SAI in this case is an incomplete and fragmented process
and that total independence is an unfulfilled virtue.
The fifth paragraph of the Fourth Article indicates that it is within the
rights of the Supreme Federal Council, President and Council of Ministers to
request from the SAI to monitor any economic body, which doesn't naturally fall
under its jurisdiction. However, the same right was not granted to the National
Federal Council, which represents the country's parliament and is thus obliged to
monitor and examine all executive government practices. Moreover, the fourth
point of this article stated that it is within the rights of the SAI to monitor any
establishment or body in which the federal government has a share of no less than
25%. However, this infringes on the complete and full authority of the SAI to
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monitor, as there is no regard to the volume and size of the share but rather to the
proportion. Therefore, if we assume that the federal government acquired shares
in two companies: (A) and (B), where its share in (A) was 25% amounting to
£lm whilst its share in (B) was 24% amounting to £200m. According to the law
above mentioned, SAI shall have the right to monitor company (A) but not (B)
despite the vast difference in the volume of capital investment.

4.4.2.1 Types of SAI Auditing
There are various types of auditing practices carried out by the SAI in
regards with the establishments, which fall under its jurisdiction, each according
to the objectives desired from the control process and the time frame in which this
is to take place. This section will analyse and describe the type of controlling
processes carried out by the SAI, by categorising these into two groups according
to two factors:
i.

the time of auditing; and

ii.

the nature of auditing.

4.4.2.1.1 The Time of Auditing
According to this factor, there are three types of auditing procedures:
i.

Pre-auditing;

ii.

On-going auditing; and

iii.

Post completion auditing

166

4.4.2.1.1.1 Pre-Auditing
This was defined by the SAI in its first report in 1977-1978 as the
monitoring process carried out by the SAI concerning proposed contracts and
agreements which stipulate rights for or responsibilities upon the State and which
the financial commitment for each is no less than 500,000 UAE Dirhams (approx.
£90,000). This is done by approving these proposals prior to the ratification of the
contract or the project by the administrative body or unit.
The law, which stipulated the initiation of the SAI, also stated that any
contracts worth more than 500,000 Dhs may not be ratified without the prior
approval of the SAI. It also indicated that such contracts may not be decimated
into two or more for the purpose of avoiding the need to obtain such approval.
This is clear from the text of Article (6), which stated:
"Shall be subject to the S.A.I, prior (preventive) audit, every draft
agreement or contract relating to public works, supply, lease and
other contracts or agreements which establish rights for the Stats or
for other public artificial persons or which include obligations or
commitments incumbent on them, should the amount of each
agreement or contract reach 500,000 dirhams or more, whatever
the method of choosing the contractor has been. It is not allowed,
whatsoever, to divide any contract or agreement in order to
decrease its value to an amount which is excluded from the prior
(preventive) audit of S.A.I (Federal Low No. 7, 1976, pp.3)".

Despite the fact that the law clearly stipulated that any contract worth
500,OOODhs or more must be controlled by the SAI, it stopped short of making
this control an open and absolute right and set time and contextual restrictions.
i.

Time restrictions: Article (7) of the Federal Law made a condition that the
SAI must complete the control process stated above within seven days
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from receiving the concerned documents and papers. In the event that the
SAI could not fulfil that particular condition, the Eighth Article of the
above Law gave the administrative body the right to ratify and implement
the contract. Despite the fact that articles 7 and 8 aim to speed up the
process of controlling these contracts, it failed to state whether these seven
days are to be working days or otherwise. Thus, there remains a loophole
through which the mentioned pre-control process can be manipulated,
particularly by taking advantage of public holidays to ratify contracts,
which would have been otherwise rejected by the SAI.
ii.

Contextual restrictions: This restriction gives the public establishment or
ministry the authority and right to submit the project or contract to the
Council of Ministers in the event of it being rejected by the SAI. The
Council of Ministers then has the right to approve the project or contract
after discussing the subject and context of the contract with the
Chairperson of the SAI. In the event of the Chairperson not being
convinced with the decision made by the Council of Ministers, he shall
have the right to submit a report to the National Federal Council with in
seven days.
From this, it becomes clear that this form of control contributes towards

the prevention of infringements and breaches prior to the ratification of a contract,
i.e. before any financial obligations become imperative upon the public
establishment. It also contributes in discovering mistakes, which have occurred
within a contract before it becomes binding, and correcting them. Otherwise, and
in the case of these being beyond mending or are in breach of the law, the SAI has
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the opportunity to reject the proposed contract or agreement. For instance, the
following table illustrates data related to pre-control procedures of contracts and
projects in the financial year 1995.
Total
contracts preaudited

Approved
without
amendments

Approved after
amendments

Contracts
rejected by
SAI

Contracts
rejected by
Unit

240

67

157

9

7

Table 4-4: total contracts pre-audited
(Source: 10th General Report of SAI issued on 31.12.1995)

This table shows that the contracts that were approved by the SAI from the
first time constitute only 28% of the total number of contracts submitted, whilst
those approved following amendments form 65%. The contracts that were rejected
by either the SAI or the public establishment form 7% of the total number
submitted. These figures affirm the importance of pre-control in preserving public
funds and subsequently utilising these in an appropriate and efficient manner.

4.4.2.1.1.2 On Going Auditing
This is the practice of control carried out by the SAI during any stage of
the financial operations, despite the above law only stipulated the pre and postcontrol procedures clearly mentioned in Article 5:

"The S.A.I, shall exercise prior (preventive) audit and post-audit
on the funds referred to in article (1), according to the provisions
stipulated in this law (Federal Low No.7, Art.5 1976, pp.3)".
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However, the reports of the SAI also include accompanying control
procedures as well as the types aforementioned. In addition, the regulatory
guidelines of the type of work of the SAI (1978, 1997) pointed to accompanying
auditing as an approved practice carried out by the SAI.
Article (33) of Guidelines No. (1) of the SAI (1997) illustrated that this
control aims to examine and ensure the following financial practices:
i.

The transaction of funds within the public unit and in its bank accounts in
order to ensure the accuracy of actual assets as well as incoming and
outgoing funds.

ii.

Controlling the warehouses to ensure that their administration was carried
out according to the laws, regulations and instructions. This control aims
to ensure the clarity of the following:
a. movement of stored items
b. accounting books and records
c. comparing the actual availables with the data recorded in the
accounting books
d. ensuring that the annual inventory was carried out according to laws
and instructions
e. ensuring that no damaged or faulty material are available and if so,
why these items became in such a condition
f. ensuring the accuracy of internal control systems.
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iii.

Examining the legality of tenders being submitted and the monitoring of
contract implementation.

iv.

Auditing the cash, stamps and documents of cash value in order to ensure
the agreement of the actual available to the figures shown in the
accounting books and records.

4.4.2.1.1.3 Post Completion Auditing
This was defined by the SAI (1977-78) as the process which occurs
regarding financial procedures after their completion in order to ensure the
correctness of the procedures and that they are legally sound.
Article (10) of the SAI initiation law, specified the authorities and
specialisations as follows:
i.

To ensure that the administration authorities have collected the revenues
accrued for the State and added them to the related accounts.

ii.

To ensure that the expenditures have been adequately disbursed within the
limits of appropriations allocated in the budget and in accordance with the
objectives for which such appropriations had been allocated, and that the
expending operation, in all stages, has been accomplished according to the
accounting and financial laws, regulations and rules of the budget.

iii.

To audit the reconciliation accounts, such as trusts, advances and current
accounts, in order to ensure soundness of their operations, that their
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number have been entered in the accounts and that they are supported with
legal documents.
iv.

To audit the loans concluded by the public artificial persons in order to
ascertain:
a. the soundness of the financial conditions provided in the loan contract;
and
b. that the original loan plus its interests have been repaid according to
the rules adopted in this respect.

v.

To audit the investment of the State's funds and of other public artificial
persons to ensure the extent of soundness and security of the fields where
such funs have been invested as well as the expediency of the return of the
investment.

vi.

To audit the accounts of warehouses and stores and their entries, reviewing
their books, registers and relating documents, as well as ensuring the
soundness of annual inventory operations and studying the reasons
resulting accumulation or damage of stored materials

vii.

To control the implementation of development projects to ensure of the
sound utilisation of appropriation allocated in the budget for such,
projects, and that the said projects are implemented within the adopted
costs and time limits.

viii.

Examining the final and appropriation accounts of all authorities audited
by the SAI, as well as balance sheets, profit and loss accounts, operating
and trading accounts of the corporations and companies of the economic
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sector subject to the SAI control and their documents, to identify the exact
financial position of the authorities, corporations and companies.
ix.

Making the inventory of money, stamps and papers of value to ensure their
conformity with entries.

4.4.2.1.2 The Nature of Auditing
This is based upon the objective to be achieved. We note from the laws
and guidelines regulating the work of the SAI and its reports that there are a
number of types each according to the objective to be realised. Legal auditing,
administrative auditing, accounting and data auditing, and finally, performance
auditing. However, this section will briefly illustrate the first three types of
control. As for the last type, it will be discussed at further length as it is
considered an important aspect of this study.

4.4.2.1.2.1 Legal Auditing
The SAI defined this form of control (1977-78) as a practice, which aims
to ascertain the legality of the monetary transaction and whether it fulfils the
appropriate regulations, procedures and laws.

4.4.2.1.2.2 Administrative Auditing
This form of control examines the laws, regulations, by-laws and financial
and administrative resolutions issued by the establishment subject to control. This
practice aims to ensure that these resolutions did not infringe upon the authorities
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and responsibilities granted to them. For instance, decisions to appoint or recruit
new employees are examined to ensure that the conditions and qualifications
required for the post are available in the new employee, etc.

4.4.2.1.2.3 Accounting and Data Auditing
This form of control is used to examine the financial operations in order to
ensure the accuracy of figures. It is also to ensure that the records and sheets have
been organised in a manner, which agrees with conditions set in the laws, by-laws
and instructions.

4.4.2.1.2.4 Performance Auditing
The SAI indicates in most of its printed matter, and particularly recent
publications, that it practices performance control through its three forms:
economy, efficiency and effectiveness.
It does so by examining the extent of efficiency within the administrative structure
of the establishment as well as the efficiency of financial and accounting systems.
The efficiency of procedures, which lead to the realisation of aims and objectives,
are also considered. The SAI categorises the establishment subject to its control
into three groups in order to carry out performance measurement:
i.

Ministries and federal government units;

ii.

Economic sector establishments and bodies; and

iii.

Establishments and bodies subsidised by the Government.
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The SAI made the categorisation in this manner according to the way in
which these units provide their financial needs. The first category is totally
dependant upon federal government funding, whilst the second consists of the
establishments and companies, which practice commercial activities but are either
entirely or partly owned by the Federal Government with a share exceeding 25%
of the total capital. The third and final category consists of the units and
establishments whose financial income partly comes through the Federal
Government.
The SAI carries out an assessment of the performance of the first category
by examining the extent of availability of internal control requirements, as the
following indicators are analysed:
i.

considering the annual plans and working projects of the public
establishment

ii.

assessing the organisational structure of the establishment.

iii.

assessing the financial and accounting systems of the establishment.

iv.

assessing the extent of availability of financial and statistical information
and data to the decision-makers.
From the SAI reports, it is evident that the concept of performance

measurement within public organizations is unclear. For example, the SAI reports
on the Ministries of Health and of Justice published on 31/12/1995 indicated that
these two ministries have no clear plan or objectives. They also showed that these
two ministries lacked sound and correct financial and accounting systems. Finally,
the SAI reports also noted the absence of financial information and data, which
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help in assessing the costs of services provided or in measuring system efficiency
in relation to realising the required aims and objectives.
Thus, one might say that there is no clear framework through which one
can assess performance of such public units. This subsequently leads to an
important question regarding the efficiency level of such units in fulfilling their
duties in the absence of standards and indicators necessary for assessing
performance.
The second category consists of economic companies and establishments,
which carry out similar activities to those within the private sector in order to gain
profits or at least to break even. SAI carries out an examination to assess the level
of development in size and value of incomes and expenditures as well as the
results achieved by these units. This is done through an assessment of the volume
of income and expenditure and the level of return on these activities.
Performance reports issued by the SAI regarding these establishments are
reasonably clear in comparison to those of the first category. This may be due to
the clear concept of profitability and its role as an indicator of performance
assessment of such units.
The third category consists of administrative units, which provide public
services either free of charge or in return for a lower-than-cost fee. The deficit is
complimented by annual subsidies from the Federal Government.
The performance of these units is assessed similarly to the method used for
the previous category, in order to determine the level of subsidy required. If, on
the other hand there was a surplus in income, then these should be transferred to
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the federal budget, particularly if these exceeded the limits, which such
establishments are allowed to keep. (See, for instance, the report submitted by the
General Postal Authority published on 31/12/1995).

4.5 Summary
The present study aims mainly to investigate the governmental accounting
system in the United Arab Emirates and to assess the quality of its data with
respect to their suitability to achieve auditing and accountability of the
performance of governmental units by external users of financial reports. It also
aims to investigate the extent of these reports in relation to assisting internal
administrations of the governmental units in identifying the findings of the
operations undertaken by their units.
In light of this main goal this chapter has attempted to provide a general
overview of the accounting situation in the Emirates' governmental units. This
has been achieved through reviewing laws and regulations organising it and
analysing some of the financial reports published by the governmental accounting
system. It has also been achieved by reviewing the literature, though limited, that
analysed the system. Despite the fact that the researcher spent a rather long time
searching for this literature in public and private libraries in the Emirates, the
United Kingdom and some of the Arab countries, he only managed to obtain
limited relevant data, most of which being published during the 1980s.
Accordingly, this highlights the importance of this study, since it is, to the best
knowledge of the researcher, the first of its kind that reviews governmental
financial reports in the Emirates. It can also be said that this field of study is
under researched.
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The chapter was divided into three main sections. The first reviewed the
Federal General Budget with regard to its development, characteristics,
classification and the cycle of its preparation. The second part reviewed regular
financial reports and final statements of accounts at the federal in the Emirates
governmental units and at the federal government levels. The objectives of these
reports, and methods of preparation and contents were also identified in this
section. The third section reviewed auditing system in the Emirates by reviewing
the role of the Ministry of Finance and Industry in achieving internal audit, and
the role of the State Audit Institution in achieving external auditing.

4.6 Conclusion
It can be concluded from the aforementioned discussion and review that, at
present, there are very little data and information that can help assess the
governmental accounting system as a whole, and the governmental financial
reports in particular.
The unavailability of this data leads to raising certain questions relating to
the quality of the financial data provided by the governmental accounting system
or whether they are useful to users. Other questions that may be raised in this
respect are: how is performance of the governmental units measured? Is this
measurement reported? Or what are the objectives of the financial reports and to
whom they are submitted? And whether there is the need to develop the
governmental accounting systems in the united Arab Emirates, especially that
many more developed countries, for example, Britain, USA, New Zealand,
Australia and others, which have adopted accounting procedures of the private
sector units in governmental units.
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It can thus be concluded that by raising these questions, the importance of
this research lies in its attempt to address certain vital issues, for example, whether
current form of governmental financial reports in the Emirates provides useful
information, who uses governmental financial reports, what the performance
indicators are used for measuring the performance of the Emirates' governmental
units, and whether there is the need to develop the accounting system
implemented by the federal governmental units.
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Chapter Five
Research Methodology

5.1 Introduction
The main methods for the generation and obtaining data relating to the
research topic are outlined in this chapter. The implementation of research methods
and research tools that are used in this study are also justified and discussed in some
detail. Finally, a descriptions of the statistical methods used in this study are
presented.
The rest of this chapter is organized as follow:
•

Section 5.2 Research Design

•

Section 5.3 Data Collection Methods

•

Section 5.4 Questionnaires developing procedures

•

Section 5.5 Instruments Validity

•

Section 5.6 Instruments Reliability

•

Section 5.7 Procedures of Questionnaires Distribution

•

Section 5.8 Study Societies and Sample

•

Section 5.9 Descriptive Statistical Techniques

•

Section 5.10 Test of Differences

•

Section 5.11 conclusion
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5.2 Research Design
Research design can be considered as the road for researcher. It is the means
by which researchers plan data collection to answer a pertinent research question
(Davis, 1996). Ryan et al, (1992) note that:
"if the researcher has created a good research design, then
more valid conclusions and inferences may be drawn from the
work" (p. 85).
According to Al-Derham (1999) the goal(s) of study can significantly
influence a research's plan of action. He also, adds that the goals might be the
explanation of certain behaviour, the exploration of an unstudied topic or the
description of an event Thus, the selection of any study design depends on its aims
and the environment in which it is conducted.
This study consists of two main components that are highly relevant to the
accountability. Firstly, the study is concerned with financial reports issued by central
governmental ministries in the UAE. The design selected was to define the
importance of financial reports, uses, users, and reasons for not examining
governmental financial reports. The second part of the study consists of two sections,
the first section investigates performance measurement in governmental ministries,
concerning the importance of non-financial information (relating to economy,
efficiency, and effectiveness), methods of measuring performance, reasons for
conducting performance measurement, users, and obstacles for not carrying it out.
While the second sections investigate performance auditing by SAI, it includes;
importance of performance auditing, reasons for undertaking performance audit, the
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procedures, assessment of performance audit reports, ways of improving reports,
users, and obstacles which prevent performance auditing.
The attitudes and perceptions of employees both in governmental ministries
and in SAI towards the financial reports issued by ministries, performance
measurement conducted by ministries, and performance auditing conducted by SAI
were all examined. For this purpose, a cross-sectional survey was used, as it is the
most suitable for this type of study. A cross sectional survey means that information
is collected at a specific point in time from a sample which is supposed to represent
all the relevant subgroups in the population (all levels of management or employees
are sampled) (Gay and Diehl, 1992).

5.3 Data Collection Methods
Method of data collection depends widely on the study design, aims and type
of data required. Usually, questionnaires and interviews are used in cross-sectional
surveys. Observations, sometimes interviews, are used, in case study research.
The present study draws its information, data and statistics from various
sources. These sources include data, information and statistics generated from
responses to questionnaire items, official statistics, previous and existing literature
related to the topics and the researcher's field observation. Thus, data used can be
classified as follows:
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5.3.1 Secondary Data
According to Zikmund (2000) secondary data is the data previously collected
and assembled for some projects other than the one at hand.
The importance of secondary data comes from the fact that this data can save
considerable time and effort in solving the research problem at hand (Davis, 1996).
The current study's secondary data can be divided into two parts. The first
part which was obtained from Federal Governmental Ministries and State Audit
Institutions archives and documents, available information on the state revenues and
expenditure, in the form of governmental financial reports, end-of-year budget
balances, laws and regulations, circulars, the UAE constitution and its amendments,
and governmental auditing system. According to May (1993), the sheer volume of
material, which is collected on a routine basis by the government and its agencies,
provides a good source of data for the social researcher to analyse. The second part
contains data taken from previous research studies in this field, which the researcher
was able to achieve.

5.3.2 Primary Data
Zikmound (2000) defines primary data as the data gathered and assembled
specifically for the project at hand. Based on this definition, it can be concluded that
this kind of data does not already exist in a complied form, so it is the task of the
researcher to collect it in an efficient and useful format for the purpose of the
research.
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To achieve the study purposes, which need primary data, a method of asking
questions was used to collect this type of data, which seeks to answer the study
questions and hypothesis clearly. The researcher depended on providing employees
in Federal Governmental Ministries as well as employees in State Audit Institutions
of all managerial levels with questions to specify major factors that are relevant to the
study subject.
The means used to collect primary data is discussed in more detail in the
following subsection.
5.3.2.1 Questionnaire
The purpose of a questionnaire is to measure some characteristics or opinion
of its respondents (May, 1993). Wiersma (1986, p. 179) defines a questionnaire as:
"a list of questions or statements to which the individual is
asked to respond in writing; the response may range from a
checkmark to an extensive written statement" (quoted in AlDerham, 1999, p. 6-19).
According to Robert (1999), a questionnaire is one type of survey research
methods. In fact, questionnaires are the most widely used data collection technique in
surveys and provide a very efficient way of creating the matrix of data required for
analysis. Roberts also reports that the:

"survey method is one of the most common approaches used
in the social sciences to empirically study the characteristics
and interrelations of sociological and psychological variables.
Its impact on research in accounting and related disciplines has
been substantial" (p. 53).
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According to Johns and Lee-Ross (1998), a survey is a question and answer
dialogue between the questionnaire and respondent. In order to obtain useful
responses and information, questionnaires should be constructed in such a way that
they must be:
i.

designed carefully so that the respondents is not confused or misled;

ii.

contain enough questions to be to value to the researcher, but not so many as
to be off-putting to respondents;

iii.

have a means of classifying respondents, and it is best to include them at the
end of the questionnaire.
In addition, Ryan (1995) provides other criteria to be taken into consideration

when constructing a questionnaire. These are:
i.

care should be taken over the sequence and wording of questions;

ii.

the questionnaire should accurately reflect the conceptual framework of the
research; and

iii.

questionnaire should permit detailed analysis.
All of these terms and conditions were taken into consideration when the

questionnaires were being formed, as illustrated in the following discussion.
Questionnaires can be administered in three ways; face-to-face, by telephone,
or by mail (Roberts, 1999). Each of the three methods has its advantages and
disadvantages, and can be compared on the following dimensions: (i) response rates;
(ii) ability to produce representative samples; (iii) limitations on questionnaire design;
(iv) quality of responses; and (v) implementation problems (de Vaus, 1992). In the
current study mailed questionnaire is adopted. Mailed questionnaires are those sent
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by the post to the respondent sample. The mail or self-completion questionnaire
offers relatively cheap method of data collection over the personal interview. This
type of questionnaire is intended for the respondents to fill out themselves, and as a
result, once sent out, after being piloted, the researcher has little control on the
completion of the survey (May, 1993). Therefore, next section discusses its
advantages and disadvantages in more detail.

5.3.2.2 Advantages and Disadvantages of Mailed Questionnaires
This

section

highlights

advantages

and

disadvantages

of

mailed

questionnaires. In addition, the techniques adopted by this study to overcome these
disadvantages are also identified.
5.3.2.2.1 Advantages of the Mailed Questionnaire
According to many writers (Zikmund, 2000; Roberts, 1999; May, 1993;
Stone, 1993; Bentham and Moseley, 1982 and Bailey, 1982) mailed questionnaire has
several advantages. These are summarized as follows:
i.

Response Rates: it is possible to obtain a large enough sample by using the
mail questionnaire to reduce sampling error to acceptable level,

ii.

Cost Saving: mailed study costs far less than undertaking an interview study
with the same sample size.

iii.

Timesaving: in contrast to interviews, mailed questionnaires can be sent to all
correspondents simultaneously, and most replies will be received within a
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relatively short period (though the final returns may take much longer),
interviews are generally performed sequentially and may take much longer to
complete. Bentham and Moseley (1982) also indicate that postal surveys are
often attractive because of their relatively low cost in terms both of time and
money.
iv.

Respondent Convenience: the questionnaire may be completed at the
respondents' convenience, and respondents can take their own time to fill in
the questionnaire and consider their responses. This allow respondents to
consult their records, confer with colleagues, or conduct research before
answering

v.

Anonymity: mailed questionnaires offer greater assurance of anonymity, thus
mailed questionnaires help secure information, in contrast to interviews,
which generally do not (Bailey, 1982).

vi.

Interviewer Bias: less or no interviewer bias since interviews are not used.
Bentham and Moseley (1982) also report that some possible sources of error
are reduced because interviewers can influence the response they get without
realising it.

vii.

Standardised Wording: mailed questionnaires are highly standardised, and the
questions are quite structured. According to Bailey (1982), comparisons of
respondents' answers are facilitated by the fact that each respondent is
exposed to exactly the same wording. He adds that this advantage may be
lessened by differential understanding of questions due to differences in
educational levels among respondents.
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viii.

Geographic Flexibility: mailed questionnaires help covering a wider
geographical area at lower costs. Therefore, more information can be
obtained.

ix.

Statistical Techniques: the survey methods allows for the use of statistical
techniques to draw general conclusions from a relatively small representative
sample group.

5.3.2.2.2 Disadvantages of Mailed Questionnaires
There are numerous advantages to mailed questionnaire; however, there are
some disadvantages as well. These include:
i.

Complexity: Questions need to be kept relatively simple and straightforward
since the researcher has no control over how people are interpreting the
question once it has been mailed (May, 1993). Bailey (1983) indicates that not
only must the questions on a mailed questionnaire generally be simple to
understand, but also a complex format with a lot of contingency questions is
probably too confusing for the average respondent. However, when question
wording is made simple enough for the most poorly educated person in the
sample to understand this lowest common denominator may result in such
simplistic questions that the more highly educated respondents feel that their
intelligence has been insulted.

ii.

Probing complex answers: The possibility of probing beyond the answer that
respondents give is absent (May, 1993)
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iii.

Validity: There is no control over who answers the questionnaire.

May

(1993,p. 73) maintains that: "you may wish to target women in the household,
but men fill it out instead."
iv.

Response rate: Low response rate is one of the disadvantages reported by
many writers. According to Zikmund (2000), individuals who are interested in
the subject matter of the survey tend to respond at a higher rate than those
with less interest or experience. There are also several factors that affect the
number of questionnaires returned and the adequacy of the data. Selltiz et al.
(1959; quoted in Bailey, 1983,p. 161) listed seven variables to have such an
effect: sponsorship of the questionnaire, attractiveness of the questionnaire
format, length of the questionnaire, nature of the accompanying letter
requesting co-operation, ease of filling out the questionnaire and mailing it
back, inducements offered to reply, and nature of the people to whom the
questionnaire is sent. Bailey (1983), on the other hand, listed three other
factors: type of mailing (airmail, business reply), time of the week, month, or
year when the questionnaire is mailed, and nature of follow-up.

v.

Lack of Flexibility: Further disadvantages of mailed questionnaires have been
reported by Bailey (1983), including: lack of flexibility since there is no
interviewer who can vary questions asked, no control over environment, no
control over question order, many questions may remain unanswered, cannot
record spontaneous answers, no control over date of response, and the
possibility of biased sample.
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According to Roberts (1999), all of these disadvantages can be mitigated by
good techniques in questionnaire design and mail out procedures. Accordingly, a
number of techniques, however, were adopted in the current study in order to
overcome these shortages. These are:
i.

Covering letter: it is an important means of inducing the reader to complete
and return the questionnaire

(Zikmund, 2000). In the current study, the

covering letter stated the purpose of the questionnaire and explained why the
study is important and also stated clearly that the respondent's opinions will
be treated confidentially.
ii.

Formulating questions: in order to overcome any misleading or confusing
questions, a significant amount of effort was spent to chose right words and
appropriate questions. In addition, the questionnaire was designed carefully in
many aspects such as: order of the questions, quality and size of the paper,
types and size of typeface, and finally all of questionnaire copies were printed
by laser printer.

iii.

Method of distribution: questionnaire were handed in person to the heads of
public relations departments in the agencies and institutions concerned, who,
in turn, were responsible for their distribution and re-collection. Hence,
factors such as type of mailing are eliminated. The distribution of the
questionnaires through public relation department is due to the fact that it was
recommended by the under secretaries, who believe that public relation
departments were more capable to handle such issues because of there
previous experience in similar kinds of study. In addition, this method was
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adopted because postal services in the UAE are not as advanced as those of
Europe and Britain; hence, it was feared that a substantial number of
questionnaires might never reach their destiny, or reach them very late.

Having realised the advantages and disadvantages of the mailed, or postal,
questionnaire, it can be said that most of the disadvantages can be compensated in the
present study, and hence, it was decided to use such questionnaires for the collection
and generation of data and information relevant to the present study.
Furthermore, mailed survey method was adopted for the following reasons:
i.

due to the fact that this study is the first attempt to explore this filed in the
UAE, a large amount of information had to be deduced; therefore, mailed
survey regarded as a suitable method to discharge this objective,

ii.

sufficient number of respondents could be covered with structured mailed
questionnaire to have a generalised view;

iii.

perceptions of the respondents could be quantified; and

iv.

amenable to statistical analysis and possibility to draw conclusions and make
recommendations.

Two questionnaires were used to achieve study aims and to gather primary
data relevant to study design. The first questionnaire was distributed on Federal
Governmental Ministries whereas the second was distributed to the State Audit
institution.
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5.4 Questionnaires Developing Procedures
The process of developing the questionnaires underwent several stages until it
has reached its final version used in this study. These stages are the followings:
i.

The literature relating to accountability, financial reports and performance
measurements (as shown in chapters two and three) was reviewed. Factors
related to financial reports such as its importance, reasons for usage, users
evaluation of financial reports, ways by which financial reports might be
improved and the reasons why financial reports are overlooked were
identified.

Moreover,

factors

related

to

performance

measurement

exemplified by the importance of non-financial information relevant to
economy, efficiency,

and effectiveness,

information on performance

submitted by the unit, the authority in charge of performance, methods
employed by federal governmental institutions, the persons who review
performance reports and reasons that prevent carrying out performance
measurement were identified as well.
ii.

Factors relevant to the second questionnaire which was distributed to State
Audit Institutions were specified. These factors are the importance of
performance auditing, types of performance auditing by State Audit
Institutions, reasons leading to performance auditing, number of times in
which State Audit Institution carries out auditing of governmental institution
performance and evaluation of employees in State Audit Institution for
published auditing reports. Additionally, ways through which performanceauditing reports issued by State Audit Institution can be improved were
assessed. Finally, groups using performance auditing reports as well as
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reasons that prevent state Audit Institution from conducting performance
auditing were recognized.
iii.

After specifying primary factors that constitute the basic construction of both
questionnaire adopted from the related literature, the questionnaires were
submitted by the study supervisor to a number of the university academic
staff to investigate whether the study requirements were met or not and also to
be certain of its simplicity, consistency and the potential respondent's ability
to understand and complete it. As a result, a number of questions were added,
none of the items were deleted and others were rewritten more clearly.

iv.

Items within the questionnaires were reconstructed after making all
modifications suggested by university academic staff. Initially therefore, the
questionnaire was prepared in English. Next, both questionnaires were
translated into Arabic since it is the researcher's native language and used in
UAE where the study is applied.

v.

The translations were presented to specialized translators and then to Arabic
language professionals to make sure they were linguistically correct and
understoodable by all potential respondent working in these institutions.

vi.

The validity of translation was re-examined by translating both questionnaire
from Arabic to English again. The researcher, then, compared between the
original questionnaires and the others translated from Arabic into English to
ensure the accuracy of its linguistic meanings.

vii.

Likert scales with five levels are used to assign response 1 as strongly
disagree and response 5 as strongly agrees. "Yes, no" and "do not know"
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answers were also used for other questions of both questionnaires, due to the
fact that these questions require this type of response.
viii.

Appendix (1) shows the questionnaire of Federal Governmental Ministries in
its final version.

ix.

Appendix (2) shows the questionnaire of State Audit Institutions in its final
version.

5.5 Instruments Validity
It is vital for any successful research to employ a valid instrument. Nunnally
(1978) defines instrument validity as a processes conducted to make sure the
instrument used, actually measures that for which it is designed so that data collected
matches the available facts. Ragin, (1994, p. 193) states that to assess validity
researchers must assess whether their data collection and measurement procedures
work the way that they claim.
Borg and Gall (1989) and Zikmund (2000) identify four types of validity tests:
face or content validity, concurrent validity, predictive validity, and finally, construct
validity.
Borg and Gall (1989, pp. 250-256) define these tests as follow:
i.

Predictive validity is the degree to which the predictions made by a test are
confirmed by the later behaviour of the subjects;

ii.

Concurrent validity of a test is determined by relating the test scores of a group
of subjects to a criterion measure administered at the same time or within a
short interval of time;
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iii.

Construct validity is the extent to which a particular test can be shown to
measure a hypothetical construct and;

iv.

Face/content validity, to fulfil the purposes of the current study this test was the
main concern, therefore, the next section discus it in more details.

5.5.1 Face Validity
Face validity concerned with the degree to which a test appears to measure
what it purports to measure. According to Zikmund, (2000),
"Face Validity refers to the subjective agreement among
professionals that a scale logically appears to accurately reflect
what it purports to measure. The content of the scale appears to be
adequate. When it appears evident to experts that the measure
provides adequate coverage of the concept, a measure has face
validity" (p. 282).

Baruch (1985) indicates that tests having face validity are more likely to:
i.

Bring about higher levels of cooperation and motivation while subjects are
taking the test;

ii.

Reduce feeling of dissatisfaction or injustice among low scores;

iii.

Help convince potential users to implement the test; and

iv.

Improve public relations, as lay people can more easily see the relationship
between the test and the performance or characteristics it purportedly
measures (quoted in Borg and Gall 1989, p. 256).
Face validity is a process applied to make sure statements included in both

questionnaires result in accurate data collection and the variable measurement is
efficient. This was done on several stages through presenting them to a group of
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specialists and then to group of specialists in Arabic and translation. The sample was,
then, distributed to a chosen group from the potential respondents (Pilot Study) to
examine the understanding of statements, and the clarity and simplicity of its
vocabulary. According to Wright (1997) a pilot study uses a small number of people,
usually called them subjects, and allows the researcher to see if the instruction given
to the people are clearly understood and to make sure that all aspects of the procedure
work as intended.

5.6 Instruments Reliability
Instrument reliability means the possibility of obtaining the same data
whenever the study is repeated using the same measurement instrument on the same
individuals under the same circumstances. The researcher calculated internal
consistency applying Cronbach's Alpha. Fifteen questionnaires were distributed to
State Audit Institutions and another fifteen were distributed to Ministry of Education
as well. The analysis of these questionnaires shows that instrument reliability of
institutions was (0.85) and instrument reliability of State Audi Institutions was (0.83).
These are high percentages revealing reliability of both instruments and that their
performance is high.

5.7 Procedures of Questionnaires Distribution
i.

After the validity and reliability of the questionnaires to measure study aims
were checked, they were typed; thirty-five copies were given to State Audit
Institution and one hundred and sixty copies were distributed to employees in
Federal Governmental Ministries and departments.
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ii.

Two letters of recommendation, one from University of Glamorgan and another
from the UAE Armed forces, where the researcher works, were addressed to
directors of institutions concerned and to the Chairman of the State Audit
Institution to facilitate the research. These letters are submitted along with (20)
copies of the questionnaire to each ministries and department and 35 copies of
the questionnaire to the SAI.

iii.

The directors of these institutions sent these questionnaires to individual public
relation departments. These departments assigned an employee in charge of
distributing and collecting these questionnaires without the researchers
knowledge of the individuals to whom the questionnaires were distributed.

iv.

The director of State Audit Institution handed these questionnaires to the State
Audit Consultant who, in turn, distributed them personally to State Audit
employees.

v.

Visit to the different sections of public relation department were made three
times a week for about six weeks to collect the questionnaires; the researcher
found that questionnaires were not ready in some cases. The aim was to clarify
any ambiguous items, and to answer any questions arising, in order to ensure
that all items in the questionnaire are answered.

vi.

After collecting and classifying these questionnaires, it was found that (35)
questionnaires were valid out of those distributed to State Audit Institution,
which constituted 100% out of total distribution. It was also discovered that the
valid questionnaires distributed to Federal Governmental Ministries were (125).
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Thus, the retrieval percentage is 80% which is considered high with regard to
the use of the questionnaire as a means of data collection.

5.8 Study Societies and Sample
Social researchers are often faced with the fact that they cannot collect data
from everyone who is in the category of being research. Accordingly, they depend on
getting evidence from a portion of the whole in the expectation and hope that what is
found in that portion applies equally to the rest of the "population" (Denscombe,
1998).
It is not good enough however, to assume that the finding for the sample will
be replicated in the rest of the population. According to Borg and Gall, (1989) the
method of selecting a sample is critical to the whole research process. If the finding
of the research are not generalisable to some degree beyond the sample used in the
study, then the research cannot provide us with new knowledge, therefore, the sample
needs to be carefully selected first of all if there is to be any confidence that the
findings from the sample are similar to those found in the rest of the category under
study.
There are two basic kinds of sampling techniques, which can be employed by
social researchers. The first is "probability" sampling, and it means the probability
of selection of each respondent is known; the second is the "non-probability"
sampling in which the probability of selection is unknown (Cohen, and Manion,
1989).

198

5.8.1 Non-Probability Sampling
Non-probability sampling methods are generically regarded as less reliable
than probability sampling methods. Yet they are often easier and cheaper to use
(Babbie, 1989). It is conducted without the knowledge about whether respondents
included in the sample are representative of the overall population. Accordingly, it is
inappropriate for the purposes of the present study. There are four main types of nonprobability sampling techniques: purposive sampling, snowball sampling, theoretical
sampling, and convenience sampling (see Denscombe, 1998, p. 15-17).

5.8.2 Probability Sampling
Probability sampling methods provide one excellent way of selecting samples
that will be quite representative. They also make it possible for individuals to
estimate the amount of sampling error which should be expected in a given sample
(Babbie, 1989).
The chief principle of probability sampling is that every member of the total
population must have the same known probability of being selected into the sample
(Babbie, 1989). The main kinds of probability sampling are as follows:
5.8.2.1 Random Sampling
Simple random sampling is logically the most fundamental technique in
probability sampling. Nonetheless, it is seldom used in practice (Babbie, 1989).
This approach to sampling involves the selection of people or events literally
"at random". Behind the use of random sampling lies the assumption that, if there as
a sufficiently large number of examples selected and it their selection has genuinely
been "at random", then the resulting sample is likely to provide a representative
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cross-section of the whole (Denscombe, 1998). However, one problem associated
with this particular sampling method is that a complete list of the population is
needed and this is not always available (Cohen and Manion, 1989).
5.8.2.2 Systematic Sampling
This is a variant of random sampling, operating on the same principles but
introducing some system into the selection of people or events (Denscomb, 1998), or
is functionally equivalent to simple random sampling with a few exceptions, and it is
a more practical method (Babbie, 1989). With this approach, the researcher's choice
of people from a list of names, for example, telephone directory, is based on choosing
every "nth" case, for instance, every hundredth person listed in the directory
(Denscombe, 1998).
5.8.2.3 Stratified Sampling
A stratified sample can be defined as "one with which every member of the
population has an equal chance of being selected in relation to their proportion
within the total population" (Denscomb, 1998, pp. 12-13). Stratification is the
process of grouping members of a population into relatively homogeneous strata
before sampling. This practice has the effect of improving the representativeness of a
sample by reducing the degree of sampling error (Babbie, 1989). Therefore, in the
first instance, this sampling technique continues to adhere to the underlying principle
of randomness, but it ads some boundaries to the process of selection and applies the
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principle of randomness -within these boundaries. It is therefore mixture of random
selection and selecting on the basis of specific identity or purpose.
5.8.2.4 Quota Sampling
This is a widely used sampling system in market research. It operates on very
similar principles to stratified sampling, establishing certain categories (or strata) that
are regarded to be vital for inclusion in the sample, and also seeks to fill these
categories in proportion to their existence in the population (Denscombe, 1998).
5.8.2.5 Multi-Stage Sampling
This technique involves selecting samples from samples, each sample being
drawn from within the previously selected sample. This technique is therefore not
appropriate for the purpose of the present study (Denscombe, 1998).
5.8.2.6 Cluster Sampling
The question of resources needs to be taken seriously when it comes to the
selection of sample. The identification of units to be included, contacting relevant
respondents and travelling to location can all entail considerable time and expense.
The virtues of a purely random selection, then, can be weighed against the savings to
be made by using alternative approaches which, while they retain commitment to the
principles of random selection and the laws of probability, try to do so in cost
effective way (Denscombe, 1998).
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Cluster sampling is a typical example of this. The logic is that it is possible to
get a good enough sample by focusing on naturally occurring clusters of the
particular thing that the researcher wishes to study. By focusing on such clusters, the
researcher can save a great deal of time and money that would otherwise have been
spent on travelling to and for visiting research sites scattered throughout the length
and breadth of the land. The selection of clusters as appropriate sites for research
follows the principles of probability sampling outlined earlier. The underlying aim is
to get a representative cluster, and the means of getting it depend on random choice
or stratified sampling (Denscombe, 1998).
According to Babbie (1989), multistage cluster sampling is a more complex
sampling technique often used in cases in which a list of all members of a population
does not exist. An initial sample of groups of members (clusters) is selected first.
Then, all the members of the selected cluster are listed. Finally, the members listed in
each of the selected clusters are sub-sampled, thereby providing the final sample of
members.
In the present study, a good example of a naturally accruing cluster is a
ministry. The researcher selected eight naturally occurring clusters (ministries) (or
the initial sample of groups) for the study. Obtaining a list of names of staff to be
included in the sample selection process is rather impossible in many less developing
countries, including the Emirates, for security reasons. It was therefore not possible
to obtain a random or stratified sample, or lists of members of their population. The
researcher then decided to opt for a variation of cluster sampling, in which he
selected the eight clusters out of the study population, which are 17 Ministry. Twenty
copies of a questionnaire were handed to the Directorate of Public Relations in each
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of the eight clusters. Directorates of Public Relations took up the responsibility of
identifying sub samples of twenty of the relevant respondents from among the
clusters' staff relating to the study topic. This, in addition to saving time, helped the
researcher obtain a representation sample from each of the selected eight clusters.
The reasons why those institutions were selected was due to the following:
i.

Have the large budgets,

ii.

Deal closely with the public,

iii.

Offer services to the public,

iv.

Have a direct relationship with financial activities,

v.

Allowed access.

The following table (5-1) shows these ministries and their sample size:
Table 5-1: Ministries' Sample Size
Ministry

Sample Size
15

Ministry of Labour & Social Affairs
Ministry of Education

16

Ministry of Information and Culture
Ministry of Health

15

Ministry of Economy & Commerce

14

Ministry of Planning

20

Ministry of Public work & Housing

17

Finance and Industry

19

Total

125

9
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The study society also included all employees in the State Audit Institution
where the questionnaire, which was especially designed for them, was distributed to
(35) employees ranking from director to employee. The reason why State Audit
Institution was selected is that it is the only State Auditing unit in charge of Federal
Governmental Institutions in UAE. However, other very important ministries such as
Defence and Interior Ministries have been excluded from this study on the grounds of
national security and the impossibility therefore of access. Their budgets are rather
substantial but they are not in the public domain and neither was it possible to have
access to their records.

5.9 Descriptive Statistical Techniques
This study involves respondents' perceptions about the financial and nonfinancial reports issued by the federal governmental units in the UAE. It also
involves respondents' perceptions about the performance audit undertaken by SAI.
Several methods were used generally to achieve general indicators out of study
sample features and characteristics and its distribution and for the purpose of
determining respondents' perceptions about study variables. The data collected was
analysed by the statistical techniques provided by the Statistical Package for Social
Science version 9 (SPSS.9). Various statistical descriptive and relational analysis
tests were used. The main descriptive statistical techniques used in the present study
are presented in the following subsection.

204

5.9.1 The Mean
The mean is the familiar arithmetic average and is defined as "the sum of a set
of values divided by their number" (Diamantopoulos and Schlegelmilch, 1997, p 97).
The mean is an appropriate measure of central location for data. For a particular item
on the questionnaire, the mean value that underscores the respondents' perceptions
with respect to the stated research question and/or hypothesis is computed. The
questionnaire used in this study utilises a five-point scale in the majority of the
questions and a three-point scale in the others, whereby 1 represents the lowest
perception and 5 indicates the highest perception.
The respondents' average response to a problem or an issue is ranked in order.
For example, a response with a mean score of 4.3 is ranked higher than a response
with a mean score of 3.1. This ranking represents the strength of responses from
"strongly agree" to "strongly disagree", or from "very important" to "very
unimportant". The rank order is particularly important due to fact that it indicates the
respondent opinions in terms of their perceptions of the importance of a specific
problem or an issue as well as their preferred solutions from the alternatives provided
(Al-Mahmoud, 2000).

5.9.2 Standard Deviation
Standard Deviation is defined as "the square root of the arithmetic mean of the
squared deviations from the mean" (Blalock, 1979, p. 78). The aim was to measure
the spread of individual responses within a particular distribution (that is, responses
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to a specific question). Therefore, the probability distribution of the standard
deviation of the respondents' answers measures how much the outcomes can vary
above or below the expected outcome of the mean (Al-Khyal, 2000).
Other statistical indicators were computed, namely the mode, frequency,
percentages, as well as the maximum value and the minimum value, or the range. The
idea was to provide benchmark indicators against which the mean and the standard
deviation were to be interpreted.

5.10 Tests of Differences
Two tests appropriate to the ordinal data were carried out in the present study,
namely the Kruskal-Wallis-One-way Analysis of Variance Test Score and the MannWhitney U test (also known as the 'Wilcoxon rank sum W test'). In general, test of
differences are appropriate to test hypotheses in order to see if there are significant
differences among two or more groups with respect to some behaviour,
characteristics, or attitudes. In the following subsection these two statistical
techniques are introduced.
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5.10.1 Mann-Whitney U Test
Mann-Whitney test is very useful when two groups are to be compared on a
variable, which is measured at ordinal level.

The test allows for testing group

differences when the populations are not normally distributed or when it cannot be
assumed that the samples are from populations that are equal in variability. It is an
alternative to the t-test for two independence samples. This test is computed using the
following statistics method:

Where:
U=

the Wilcoxon-Mann-Whitney

R =

the sum of ranks for sample 2

N =

the sample size of sample 1

N =

the sample size of sample 2
Once the relevant statistic is calculated reference is then made to the critical

value of U in the Mann-Whitney table. This test is a very useful alternative to the
parametric t-test when the measurement in the research is weaker than interval
scaling (Siegel and Castellan, 1988).

5.10.2 The Kruskal-Wallis-One-Way Analysis of Variance (ANOVA)
According to Borg and Gall (1989), the Kruskal-Wallis test is used to test
whether three or more mean scores on a single factor differ significantly from each
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other. Therefore, when a researcher wishes to compare three or more groups or
populations and the data are ordinal, the Kruskal-Wallis test is the appropriate
statistical technique. This test may be thought of as a non -parametric equivalent of
analysis of variance. However, as with all non-parametric tests, the assumptions are
less restricting. The researcher does not have to assume that the underlined
populations are normally distributed or that each group shares equal variances.
The test requires that the data be ranked from lowest to highest or that the
original data be converted so that a numerical rank may be assigned to every
observation. If two observations are ranked the same, the mean rank score is assigned
to both of the observations. (Zikmund, 2000).
The Kruskal-Wallis test statistics is the H-statistics and is calculated as
follows:
H=

12

k

V

Where:
H - the Kruskal-Wallis;
k = number of groups;
n, - sample size of the ith group,
N = combined sample sizes of all groups.
RI = sum of the ranks in the ith samples or group.
Calculated in X2 with k-1 degree of freedom.
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This test is the non-parametric version of the parametric ANOVA test for
calculating the differences in the population mean. According to Al-Khyal (2000) the
Kruskal-Wallis method tests the hypothesis that K independent groups or samples are
the same. It is assessed against the alternative hypothesis that one or more of the
groups differ from the others. When the obtained value of the Kruskal-Wallis One
way Analysis of Variance is significant, it indicates that at least one of the groups is
different from at least one of the others (Siegel and Castellan, 1988).

5.11 Conclusion
This chapter has acknowledged various themes associated with the empirical
approach adopted for this study. These themes included: research design, data
collection methods, instruments validity and reliability, sampling issues, procedures
for the distribution of the questionnaires and statistical techniques and test of
differences utilized.
While the previous chapters present a theoretical and practical foundation for
the study, chapters six and seven turn attention to present and discuss the results of
the questionnaires.
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Chapter Six
Analysis of Findings Relating to
Financial Reports
6.1 Introduction
This chapter deals with the analysis of the results related to financial
reports in UAE.
Responses to part 3 of the Ministries' Questionnaire and Part 2 of the SAI
Questionnaire, which are related to respondents' demographic features, are
analysed in sections 6.2 and 6.3 of this chapter. Responses to Part 1 of the
Ministries' Questionnaire, which are related to government financial reports, are
examined in the rest of this chapter. Responses of Part 2 of the Ministries'
Questionnaire and Part 1 of the SAI Questionnaire, which are related to
performance measurement will be analysed in chapter seven.
Part 1 of the Ministries' questionnaire was designed to identify:
i.

respondents views on the perceived importance of financial reports for
decision making in public sector units;

ii.

the range of purposes for which respondents use government financial
reports and to see if there is any similarity in these purposes across the
different user groups;

iii.

respondents perceptions of the quality of government financial reports
such as: understandability, comprehensibility, cost of preparation,
comparability and consistency;
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iv.

ways of improving government financial reports in the UAE,

v.

users of government financial reports; and finally,

vi.

reasons for not using government financial reports in the UAE.
Non-Parametric tools were used to examine the significance of

differences across different categories of respondents. The main statistical tools
employed are Kruskal-Wallis One-Way ANOVA and Maan-Whitney tests.
This chapter is organised as follows:
•

Section 6.2 outlines the respondents' demographic features in the Federal
Ministries in the UAE.

•

Section 6.3 highlights the respondents' demographic features in the SAI.

•

Section 6.4 Analysing Findings Related To Government Financial Reports

•

Subsection 6.4.1 analyses the important of financial reports in the UAE'
Ministries.

•

Subsection 6.4.2 analyses the purpose of using government financial reports.

•

Subsection 6.4.3 concentrates on examining the quality of government
financial reports in the UAE.

•

Subsection 6.4.4 examines the ways of improving government financial
reports as perceived by the respondents.

•

Subsection 6.4.5 focuses on the external potential users of government
financial reports in the UAE.
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•

Subsection 6.4.6 analyses the probable reasons that prevent the users from
reading or using government financial reports in the UAE.

•

Section 6.5 tests the first hypotheses: "There are significant differences in the
respondents,

perceptions

toward

financial

reports

(important,

uses,

characteristics, ways of improvement, users and reasons preventing their
usage) attributed to respondent's demographic features".
•

Section 6.6 testes the second hypotheses: There are significant differences in
the respondents' perceptions toward financial reports (importance, uses,
characteristics, ways of improvement, users and reasons for not using financial
reports) attributed to respondents' ministry/unit. Finally,

•

Section 6.7 provides a summary of the findings in this chapter.

6.2 Respondents' Demographic Features in Federal Ministries in
the UAE
This section deals with the description of the field survey study findings as
related to the personal characteristics in the Federal Ministries' respondent
samples. It is divided as follows:

6.2.1 Age
Findings relating to the distribution of the respondent sample by age
illustrate that the highest percentage (30.4%) of respondents were represented by
the age group 46 - 45 year old. Respondents in the age group 36-45 represented
the second highest percentage, of 29.6%, followed by respondents in the age
group 26-35, which represented 24% of the whole sample. The age group of
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more than 56 represented 11.2% of the sample, while the youngest age group, 18 25, came last, representing only 4.8% of the whole sample.
These percentages reflect the natural distributions of various age groups
employed in the governmental sector in the Emirates. A large proportion of
employees in the governmental sector are non-locals (expatriates), who have been
recruited on the basis of their academic qualifications and previous experience.
Accordingly, it is logical that their ages are thirty years or over. For example, out
of fifty-two respondents whose age was over 46 years, thirty-nine were non-local,
while the sample representing respondents of the lowest age group (18 - 25) were
all locals (UAE citizens). This reflects the governmental policy of attempting to
indigenise governmental posts by exempting locals from the experience condition,
which is an obligatory condition for recruitment as a non-local.

6.2.2 Gender
Findings relating to the distribution of the respondent sample by sex
indicate that the greater majority of employees (102 respondents) in the
governmental sector were males, representing about 81.6% of the sample. The
number of female respondents was only twenty-three, representing about 18.4%
of the total number.
This finding is expected due to the social and religious perceptions of the
Emirates society, which still views working women with some dissatisfaction and
disapproval. Accordingly, the majority of women reject to work in institutions
where there is mixing with men. Another element which is reflect in this finding
is that the greater majority of employees working in the Emirates' governmental
sector are predominantly non-locals males.
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6.2.3 Nationality
Findings relating to the distribution of respondents by nationally show that
the majority of governmental sector employees in the Emirates are locals,
representing about 60% of the sample.

Non-locals were represented by 50

employees, about 40% of the sample.
The distribution of employee by their nationality indicated above does not,
however, reflect the normal distribution of employees in the Emirates. Alittihad
newspaper wrote in 8 April 2000 that about 44.3% of employees working in the
public sector of the UAE are locals. It added that only 7.2% local employees are
working in the Ministry of Health compare with 31.7% of Indian employees
working in the same ministry.
When findings are cross-tabulated, it becomes evident that a high
percentage of respondents were directors and heads of departments. These are
senior posts in the different federal ministries that are usually occupied by
Emirates citizens, due to the government's indigenous policy of senior posts in the
governmental sector. For example, sixty-two respondents are directors and heads
of departments, of whom 57, that is about 92% of the sample, are Emirates
citizens.

6.2.4 Job Position and Years of Work for the Ministry
Findings relating to the distribution of the respondent sample by their
occupation indicate that the highest percentage of them were clerks (26.4%),
followed by a little less percentage of directors (25.6%). Heads of departments
occupied the third position, representing 24% of the sample, followed by
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accountants, who represented 18.4% of the respondent sample, and finally by the
auditors, who represented only 5.6% of the sample.
These percentages are expected to some extent. Clerks usually represent
the highest percentages of employees in the federal ministries. Departments of
Finance and Audit Departments are some of the relatively small departments of
the federal ministries, due to the centralisation of all financial decisions, as
referred to in Chapter Four where the governmental accounting system of the
United Arab Emirates was discussed.

One of the characteristics of the

governmental accounting system is that of the centralisation of financial decisions
which are only made by the Ministry of Finance.
Regarding the distribution of respondents according to the length of their
services in the ministries show that the highest proportion (34.4%) of respondents
are those who have been working for over twenty years. Respondents whose
length of service ranged between one and five years came second in this respect,
representing 24% of the sample, followed by those who have been working for
period ranging between sixteen and twenty years, representing about 17.6% of the
sample.

Respondents who have been working between six and ten years

represented 14.4% of the sample, while those working between eleven and fifteen
years represented only 9.6% of the whole sample.
When findings are cross-tabulated, it appears that sixty respondents who
had been working for less than fifteen years in their ministries, of whom 45 are
locals, that is 75% of this group. In contrast, sixty-five respondents have worked
for more than sixteen years, of whom 35 were non-locals, in other words, about
54% of these respondents were represented by non-locals.
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This finding

substantiates the indigenisation policy adopted by the governmental sector in the
United Arab Emirates.

6.2.5 Previous Work Experience
Findings relating to the distribution of respondents according to their
previous work experience clearly illustrate that most of respondents have previous
work experience. Seventy-one respondents indicate so, representing 56.8% of the
sample, in contrast to 43.2% of them who indicated that they did not have any
previous work experience.
This finding can be attributed to the fact that most of those involved in the
study were non-locals, who have acquired previous experience in their home
countries. They included forty-four respondents out of fifty, that 88% of this
group, who indicated that they have previous work experience. The other reason
for this high representation is that the respondent sample included a large number
of directors and heads of departments, who usually have accumulated previous
experience before occupying their senior posts. Twenty-three directors and heads
indicated that they have such experience.
With reference to the length of previous experience, the study illustrates
that respondents with one to five years of experience represent 39.4% of the total
number of respondents who have previous experience. Respondents with six to
ten years of experience represent 26.8% of these respondents, followed by
respondents with experience of over twenty years, who represent 12.7% of the
respondents with previous experience. However, those who have between eleven
and fifteen years of previous experience represent only 7 %.
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With regard to where these respondents have acquired their previous work
experience, the study shows that about 47.9% of respondents with previous work
experience have acquired it in the governmental sector overseas. This finding is
attributed to employment policy adopted during the 1970 and early 1980s when
the Emirates Government sought direct assistance from governments of other
friendly countries who nominated their public sector employees to join the
governmental sector in the United Arab Emirates. This was due to the then acute
shortages in the numbers of native, trained human resources.
The study also shows that 28.2% of the employees who have previous
experience in the Emirates' governmental sector. This can be attributed to the
promotion policy relating to employees of the governmental sector whereby
employees of one ministry are nominated to occupy senior posts in another
Ministry
The percentage of employees with previous experience in the private
sector from outside the Emirates constitute 9.9%, while those with previous
experience in the private sector in the Emirates represented 14.1% of the total
number of employees with previous experience.

6.2.6 Level of Education
Findings relating to the distribution of respondents according to their
qualifications indicate that over two thirds (67.2%) of the respondents have
obtained a university degree. Those with a Ph.D. degree represent 4.8% of the
total, while respondents with a Master's degree represent about 5.6% of the total.
However, while respondents with a higher Diploma represent 8% of the
population, those with lower qualifications represent 14.4% of the total
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respondents with a General Secondary Certificate and the Diploma comprise
10.4% and 4%, respectively.
Findings relating to the distribution of respondents according to their place
of graduation indicate that most of the respondents obtained their academic
qualifications from the Gulf Co-operation Council Countries (GCCC) and other
Arab countries. Graduates from Arab countries represented 46.4% of the sample
while those graduated from the Gulf States comprised 43.2% of the sample. The
findings also show that those who obtained their degree in the United Kingdom
and the United States represent 8.8% of the sample, that is thirteen respondents,
eight of whom hold either a Masters or doctorate degrees. This indicates that
ministries in the United Arab Emirates prefer to send their employees to these
countries to obtain post-graduate degrees, or seek to employ those who have
obtained these degrees from these countries.

6.2.7 Qualifications in Financial Studies or Accounting
Findings relating to the distribution of respondents according to their
qualifications in either financial studies or accounting indicate that 43.2% of the
respondent sample have a qualification in financial studies or accounting. 70% of
those respondents have an accounting degree and about 24.1% of them have
business management degrees. Only, 5.6% (3 out of 54) of respondents have
obtained a qualification in governmental accounting.
When findings were cross-tabulated against posts held, it was found that
eighteen employees, 33% of the sample, occupy senior administration posts at the
Ministries (ten directors and eight head of departments). There is also 17% of the
sample who are employed as clerks. This is an indication that there is some
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knowledge of the accounting objectives and the importance of performance
measurement among the various occupational levels at the Federal Ministries of
the United Arab Emirates.

6.2.8 Training in Performance Measurement
Findings relating to the distribution of respondents according to their
training in performance measurement show that the majority of the respondent
sample (72%) have not attended any specific training courses relating to
performance measurement. Only thirty-five respondents, representing 28% of the
sample, have attended such training.
When findings were cross-tabulated, it was found that some ministries are
more concerned than others with holding special training courses relating to
performance measurement. For example, employees of the Ministry of Finance
and Industry comprised 32% of the total employees who have attended these
courses. On the other hand, some other ministries are not at all concerned with
holding these courses. Employees of the Ministry of Information and Culture, for
example, comprised only 3%, that is one employee, of the total who have attended
any training course of performance measurement.
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Table 6-1 Ministries sample distribution
Subgroups
18-25 Years
26-35 Years
36-45 Years
46-55 Years
More than 55 Years
Male
Gender
Female
Director
Job Position
Auditor
Accountant
Head of Department
Clerk
Years of Working 1-5 Years
6-10 Years
11-15 Years
16-20 Years
More than 20 years
Yes
Previous
Experience
No
Years of Previous 1-5 Years
Experience
6- 10 Years
11-15 Years
16-20 Years
More than 20 years
Place of Previous Private Sector inside UAE
Experience
Public sector inside UAE
Private Sector outside UAE
Public sector outside UAE
Secondary Education Certificate
Level of
Education
Diploma
University Degree
Advance Diploma
Master's Degree
Ph.D.
Country of
UK
Higher Education USA
GCC Countries
Other European Countries
Other Arab Countries
Finance
Yes
Qualification
No
Types of Finance Accounting degree
Qualification
Business studies degree
CPA (Certified Public Account)
Special Training
Yes
No
Labour & Social Affairs
Place of Work
Education
(Ministry of)
Information & Culture
Health
Economy & Commerce
Planning
Public works & Housing
Finance & Industry
Age
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Native (n=75)
Freq.
%
6
100
28
93.3
28
75.7
11
28.9
2
14.3
56
54.9
19
82.6
31
96.9
0
0
39.1
9
26
86.7
27.3
9
70.0
21
83.3
15
75.0
9
11
50.0
44.2
19
27
38.0
88.9
48
53.6
15
31.6
6
0
0
40.0
4
22.2
2
40.0
4
85.0
17
17.6
6
76.9
10
20.0
1
65.5
55
30.0
3
57.1
4
33.3
2
75.0
3
57.1
4
98.1
53
50.0
1
24.1
14
48.1
26
69.0
49
44.7
17
69.2
9
0
0
65.7
23
57.8
52
86.7
13
68.8
11
88.9
8
40.0
6
57.1
8
30.0
6
70.6
12
57.9
11

Non-native (n=50)
Freq.
%
0
0
6.7
2
24.3
9
71.1
27
12
85.7
45.1
46
17.4
4
3.1
1
7
100.0
14
60.9
13.3
4
72.7
24
30.0
9
16.7
3
25.0
3
50.0
11
55.8
24
62.0
44
11.1
6
46.4
13
68.4
13
100
5
60.0
6
77.8
7
60.0
6
15.0
3
100
7
84.2
28
23.1
3
80.0
4
34.5
29
70.0
7
42.9
3
66.7
4
25.0
1
42.9
3
1.9
1
50.0
1
75.9
44
51.9
28
31.0
22
55.3
21
30.8
4
100
3
34.3
12
42.2
38
13.3
2
31.3
5
11.1
1
60.0
9
42.9
6
70.0
14
29.4
5
42.1
8

Total (n=125)
Freq.
%
4.8
6
30
24
37
29.6
38
30.4
14
11.2
102
81.6
23
18.4
32
25.6
7
5.6
18.4
23
24
30
33
26.4
30
24
18
14.4
12
9.6
22
17.6
43
34.4
56.8
71
43.2
54
22.4
28
19
15.2
4
5
10
8
7.2
9
10
8
20
16
7
5.6
34
27.2
10.4
13
4
5
67.2
84
8
10
5.6
7
4.8
6
3.2
4
5.6
7
43.2
54
1.6
2
46.4
58
43.2
54
71
56.8
30.4
38
10.4
13
2.4
3
28
35
72
90
12
15
12.8
16
7.2
9
12
15
11.2
14
16
20
17
13.6
15.2
19

6.3 Respondents' Demographic Features in State Audit Institution
This section deals with the description of the field survey study findings
relating to the personal characteristics in the SAIs' respondent samples. It is
divided as follows:

6.3.1 Age
Findings show that the highest percentage (34.3%) of the respondents were
in the age range of 55 years and above followed by the age range of 46-55 with a
percentage of 28.6. The findings also reveal that 25.7% of the respondents were in
the age range of 36-45 years pld, while 11.4% were in the age range of 26-35 and
significantly none was below 25 years old. This distribution shows that the
majority (88.6%) of SAI employees are over 36 years old. This result might be
due to the fact that the nature of work in SAI requires experience available in the
age range of 36 and above.

6.3.2 Gender
Only 5.7% of the respondents in SAI were females. This might be due to the
reasons discussed earlier in the description of ministerial study sample.

6.3.3 Nationality
The findings indicate that 85.7% of the respondents were non-natives, while
14.3% (5 employees) were natives. This finding was different from that of the
ministerial sample in which native employees represented the majority (60%).
The fact that SAI is relatively new compared with other countries (25 years)
might explain the low number of native employees. However, SAI should make
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more efforts in the preparation of better educational, training and occupational
circumstances to encourage locals to work for it since it is the only unit that
performs a comprehensive auditing role over government units in UAE.

6.3.4 Job Position and Years of Work for SAI
Findings report that the majority of respondents (91.4%) were auditors
followed by directors who represented 5.7%. The third place was occupied by
clerks who constituted 2.9% of the sample. Moreover, when findings were crosstabulated, it was found that all directors were native. This is due to the reasons
mentioned earlier in the first section of this chapter.
Regarding respondents' distribution by years of work for SAI, the findings
indicate that 37.1% have 11-15 years of work followed by those who have 20
years or more with a percentage of 23.7. Those with 16-20 and 5-10 years of work
occupied the third place with a percentage of 17.1. These findings reveal that the
majority of the respondents (82.8%) have more than 11 years of work. This
suggests job stability at SAI. Yet, it raises the following issues:
i.

The policy of nationalizing employment pursued by the government in
replacing non-native by native employees. The results indicate that
only 14% of the employees were native since SAI has been
established.

ii.

The extent to which there might be a need to recruit new employees
who are aware of modern development in accounting especially in the
western countries such as UK, USA, New Zealand, Australia and
Canada.
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6.3.5 Previous Experience
Findings clearly illustrate that 82.9% of the respondents have previous
experience. This can be attributed to the fact that most of the SAI's employees are
non-native. Twenty-eight out of thirty non-native respondents who represent 93%
have previous experience, while 40% of the native employees have previous
experience (two respondents).
Regarding the length of the previous experience, the study reports that
41.4% of the respondents have 6-10 years of experience followed by those with
experience of 11-15 years, who represent 20.7%. However, those who have 1-5
years of experience represent 17.2% and finally those with 16-20 years constitute
only 6.9%.

6.3.6 Level of Education
Findings relating to

respondents'

distribution

according

to

their

qualifications report that all respondents have obtained a university degree. Those
respondents with the undergraduate university degree represent 77.1% while
respondents with a higher Diploma and those with a Master degree comprise
17.1% and 5.8% respectively.
Regarding place of graduation, findings show that 85.7% obtained their
academic qualifications from Arab countries, while 14.3% obtained their
qualifications from Gulf Co-operation Council Countries (GCCC). However,
none of the respondents obtained a degree from USA, UK or other European
countries.
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6.3.7 Qualification in Financial Studies or Accounting
Findings indicate that the majority (77.1%) of the respondents have a
qualification in financial studies or accounting. 81.5% obtained a degree in
accounting including 14.8% with a CPA, while the rest obtained a degree in
business management.

6.3.8 Training in Performance Measurement
Findings relating to the distribution of respondents regarding their training
in performance measurement report that 65.7% attended training courses in
performance measurement. This result show that SAI is aware of the importance
of performance measurement compared with other government ministries whose
findings, as mentioned earlier, report that 28% attended training courses in
performance measurement.
When findings were cross-tabulated, it was found that 13% of those who
attended these training courses were native; 60% of them were males while 40%
were females. The fact that the number of females who attended these courses is
low is due to the social factors that prevent them from attending such courses. It
was also found that the higher the qualifications were, the higher the opportunity
to attend training courses became. 63% of the respondents who have university
degrees attended training courses, while 67% of those who have a higher Diploma
and 100% of those who have a Master degree did so.
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Table 6-2 SAI sample distribution
Variable
Age

Gender

Job Position

Years of
Working

Previous
Experience
Years of
Previous
Experience
Place of
Previous
Experience D
Level of
Education

Country of
Higher
Education
Finance
Qualification
Types of
Finance
Qualification
Special
Training

Subgroups
18-25 Years
26-35 Years
36-45 Years
46-55 Years
More than 55 Years
Male
Female
Director
Auditor
Accountant
Head of Department
Clerk
1-5 Years
6- 10 Years
11-15 Years
16-20 Years
More than 20 years
Yes
No
1-5 Years
6-10 Years
11-15 Years
More than 16 years
Private Sector inside UAE
Public sector inside UAE
Private Sector outside UAE
Public sector outside UAE
Secondary Education Certificate
Diploma
University Degree
Advance Diploma
Master's Degree
Ph.D.
UK
USA
GCC Countries
Other European Countries
Other Arab Countries
Yes
No
Accounting degree
Business studies degree
CPA (Certified Public Account)
Yes
No
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Native
(n=5)
Freq.
%
3
75.0
1
11.1
1
10.0
3
9.1
2
100.0
2
100.0
3
9.4
2
33.3
1
7.7
2
20.0
1
3.4
4
66.7
1
100.0
22.2
2
4
14.8
1
12.5
60.0
3
2
6.7
14.8
4
12.5
1
9.1
2
50.0
2
13.0
3
16.7
2

Non-native
(n=30)
Freq.
%
1
25.0
88.9
8
9
90.0
12
100.0
30
90.9
29
90.6
1
100.0
4
66.7
12
92.3
6
100.0
8
80.0
28
96.6
2
33.3
4
80.0
12
100.0
6
100.0
6
100.0
3
100.0
7
77.8
100.0
3
15
100.0
23
85.2
87.5
7
2
40.0
28
93.3
23
85.2
7
87.5
20
90.9
1
100.0
50.0
2
87.0
20
10
83.3

Total
(n=35)
Freq.
%
4
11.4
25.7
9
10
28.6
12
34.3
94.3
33
2
5.7
2
5.7
32
91.4
2.9
1
6
17.1
13
37.1
6
17.1
10
28.7
82.9
29
6
17.1
17.2
5
12
41.4
6
20.7
20.7
6
10.0
3
9
30.0
10.0
3
15
50.0
27
77.1
22.9
8
14.3
5
85.7
30
27
77.1
22.9
8
22
81.5
1
3.7
14.8
4
65.7
23
34.3
12

6.4 Analysing Findings Related to Government Financial Reports
This section analysis and discuses the results related to government
financial reports in the UAE through answering six research questions and
analysing two major hypotheses.

6.4.1 The Importance of Financial Reports
Research question 1
What are the governmental ministries employees' perceptions toward the
importance offinancial reports?

The main objective of this question is to determine the importance of
financial reports in decision-making in the government units in general as well as
their importance for the units in which respondents work. The question also seeks
to investigate whether employees in government units in UAE use or read these
reports in their work and the extent to which they are used.
Findings reported in table 6-3 indicate that the majority (93.6%) of
respondents consider financial reports important in decision making in
government units, including 64.8% who perceive them very important as
represented by the mode value which is (5). However, 2.5% consider these reports
unimportant in decision-making. This finding is consistent with results included
in previous studies with regard to determining of the importance of financial
reports in decision making, for instance, (AARF, 1991). Statistical indicators
related to table 3 report that the mean of respondents' perceptions toward the
importance of financial reports was 4.55.
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With regard to the extent of respondents' evaluation of the importance of
financial reports for the units in which they work, the findings show that the
majority (88.8%) claim that financial reports are important for the unit in which
they work. The mode value (5) suggests that the majority (59 respondents)
perceive financial reports as being very important. The mean value, on the other
hand, confirms that the respondents' evaluation extent of the importance of
financial reports for government units was generally high.
Regarding whether the respondents read or used government financial
reports, the findings indicate that the majority (73.6%) use these reports in their
work. However, thirty-three respondents, representing 26.4%, do not use or read
these reports despite the fact that the majority, as mentioned above, agree that
financial reports are important for decision making and for the unit in which they
work as well. Surprisingly, twenty directors and heads of departments out of
sixty-two do not use or read these financial reports.
With regard to the extent to which this group uses or reads government
financial reports, findings reported in table 6-3 show that the majority read or use
these reports as represented by the mode value (4). The mean value (3.98) reveals
the high extent of using or reading these reports. This result could be due to the
fact that the respondents perceive the importance of financial reports' role in
providing information necessary for decision-making, in determining the financial
state and in revealing the results of government units processes (Miah, 1991).
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6.4.2 Uses of Financial Reports
Research question 2
What are the uses offinancial reports?

The purpose of this question is to determine the uses of financial reports by
all groups included in this study. The list included six uses. The respondents were
asked to give their opinions on a five-point scale in terms of strongly agree to
strongly disagree.
From table 6-3, the results indicate that the most frequent uses of financial
reports, as perceived by the respondents, were "Planning Purposes" as illustrated
by the mean value (4.05). The percentages report that 64.1% of the respondents
agree, while the mode value (5) indicates that 43.5% of the respondents strongly
agree. The second use was occupied by "Inspection and Auditing Purposes" as
indicated by the mean value (4.02). The percentages, again, show that 66.3% of
the respondents agree including 41.3% who strongly agree. The mode value (5)
confirms this since it indicates the item with the most frequency.
With regard to the third important use, the mean value (3.92) reports that it
was "Budget Administration Purposes" about which 60.9% of the respondents
agree. Similarly, the mode value (5) indicates that 35.9% strongly agree. The
fourth use was "Activities Cost Determination Purposes" with a mean value of
3.20. 60.9% of the respondents agree, whereas the mode value (5) illustrates that
34.8% strongly agree and 34.8% were indifferent. The fifth was "Day-to-day
Management Purposes" with a mean value of 3.66. The percentages reveal that
the majority (51.1%) of the respondents agree, while 42.4% were indifferent. This
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might be due to the fact that this group do not use financial reports in their work
or for day-to-day purposes. However, 23.9% agree strongly that reports are used
for day-to-day management purposes.
Finally, 44.6% of the respondents perceive that there are "General Interest
Reasons" for using financial reports. The mean value (3.49) indicates that the
respondents perceive this as the least useful purpose of using financial reports.
The mode value (3) shows that the majority of the respondents (52.2%) were
indifferent.
From the findings above, it can be concluded that these results are
consistent with other studies relating to financial reports purposes. These studies,
mentioned in chapter Two, indicate that the most frequent uses of financial
reports are decision-making and inspection purposes through providing
appropriate information to the groups that use these reports. This is confirmed by
paragraph 4.1 of the Statement of Public Sector Accounting Concepts (SPSAC),
when it states that the basic objectives of public sector financial reporting are to
provide useful information which well help users in making economic decisions,
allow for the assessment of the entity's financial position, show the results of
operations and to confirm that the statutory financial restrictions and regulations
have been met to measure efficiency and effectiveness of operations (SPSAC,
para. 4.1, cited in Miah, 1991, p. 87). These results also support, with regard to
uses not ranking, the findings reached by Drebin, et al., (1981), CIPFA (1995),
GASB (1987), Daniels and Daniels (1991), Alijarde (1997) and Mayston (1992a).
These studies focused on the fact that the most important purposes of financial
reports are accountability and decision-making purposes. This study, confirms
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that the uses of financial reports in UAE are the same as those mentioned above,
i.e., for decision-making and inspection and auditing purposes, which is regarded
as one way of achieving accountability.

6.4.3 Evaluation of Financial Reports
Research question 3
How do employees in Ministerial government in UAE evaluate Financial
Reports?

The main purpose of this question is to evaluate government financial
reports in terms of characteristics relating to time, understandability,
comprehensibility, cost of preparation, comparability and consistency.
Respondents were asked to evaluate these reports on a five-point scale in
terms of strongly agree to strongly disagree.
Table 6-3 indicates that the majority of the respondents (81.5%) agree that
financial reports help compare situation with previous years as represented by the
mean value (4.25), and forty-four of them (47.8%) strongly agree as revealed by
the mode value (5).
The second place was occupied by the feature which states that financial
reports help compare governmental units with a mean value of 3.99. The majority
of the respondents (67.4%) agree and strongly agree; the mode value shows that
34.8% agree. With regard to the time of issuing these financial reports, 63% of the
respondents claim that they are issued in time as represented by the mean value
(3.84) and the mode value (4) which indicates that 31.5% agree and 31.5%
strongly agree. The fourth feature that characterizes financial reports as perceived
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by the respondents was that they meet user's requirements. 59.8% of the
respondents agree as illustrated by the mean value (3.75), while the mode value
(4) reports that 35.9% of the respondents agree.
Moreover, financial reports issued by government units in UAE are easily
understood. This characteristic occupied the fifth place as perceived by the
respondents with a mean value of 3.73; 59.8% agree including 19.6% strongly
agree while the mode value (4) indicates the 40.2% agree. The sixth place was
occupied by the characteristic which states that benefits of financial reports
exceed costs of preparation with a mean value of 3.52. 50% of the respondents
agree including 19.6% strongly agree. While the mode value (3) shows that 38%
were indifferent.
Regarding the consistency of data and information, 46.7% of the
respondents perceived financial reports as being consistent, whereas 47.8% do not
know that these reports contain consistent data and information. The mode value
confirms that most of the respondents were indifferent, with respect to the
characteristic of being interesting, 41.3% of the respondents perceive financial
reports interesting to read including 5.4% strongly agree. However, 44.6% were
indifferent as confirm by the mode value (3). The mean value (3.28) suggests that
this characteristic was the least preferred by the respondents.
Finally, authors of accounting such as Jones and Pendlebury (1996) and
studies such as IF AC (1991) state that financial reports are identified by
quantitative characteristics to communicate effectively. Financial reports must
reflect certain characteristics. Qualitative characteristics define and describe the
attributes of financial information that makes it useful to users. Financial
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information must be reliable, faithfully represent what it purports to present, must
be complete, must be free from bias and finally, must be verifiable. Financial
reports should also be relevant to the needs of the users since it is significant to
decision-making and accountability needs of users. It should help users in
predicting the outcomes of past, present or future, or confirm or correct past
evaluation. Moreover, reports should be understandable, clear and precise since
users tend to have different levels of knowledge and sophistication about
governmental accounting and finance. Finally, financial reports should be
provided on a timely basis and should be consistent over time and comparable
among entities. The findings of this study clearly indicated that the respondents
perceive that these characteristics are provided by financial reports issued by the
government in UAE.

6.4.4 Improving Financial Reports
Research question 4
What are the ways of improving financial reports?
This question seeks to find the optimum ways by which financial reports
issued by governmental units in UAE can be improved. It introduces six ways
which represent the characteristics by which financial reports are evaluated
(qualitative characteristics). These characteristics can help develop and improve
financial reports. In this question, respondents were requested to indicate their
levels of opinion on a five-point scale in terms of strongly agree to strongly
disagree.
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From table 6-3, the overall results indicate that the respondents believe that
the best way to improve government financial reports is by issuing more timely
reports where the result of the mean score is 4.22. The results also indicate that
76% of the respondents agree, and the mode value 5 reveals that 46.7% of the
respondents (43 respondents) strongly agree.
The second way, as perceived by the respondents, by which financial
reports can be improved is by highlighting key financial data where the mean
value was 4.21. 87.3% of the respondents agree including 43.5% who strongly
agree. The mode value 5 confirms that the majority of the respondents strongly
agree.
With regard to the third way, respondents believe issuing more regular
reports can improve financial reports where the result of the mean value is 4.10.
71.7% of the respondents agree including 38% who strongly agree as reported by
the mode value (5).
The fourth way as indicated by the mean value (4.09) was issuing reports
that contain more accurate data. 70.7% of the respondents agree whereas the
mode value (5) reports that 38% strongly agree. Moreover, 66.3% of the
respondents agree that the fifth way of improving government financial report,
with a mean value of 4.01, was by issuing reports that are more relevant to
respondents' job. The mode value (5), however, reports that 37% of the
respondents strongly agree. The last way, as perceived by the respondents, by
which financial reports can be improved was by issuing reports that are more
constant. 63% of the respondents agree where the mean value was 3.87 including
27.2% who strongly agree.
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6.4.5 Users of Financial Reports
Research question 5
Who are the users offinancial reports?

The main purpose of this question is to determine the users of financial
reports issued by government units in UAE. It introduces nine governmental and
private groups of users as defined by related literature. Respondents were
requested to indicate their levels of opinion on a five-point scale in terms of
strongly agree to strongly disagree.
From table 6-3, results report that the respondents believe the state Audit
institution used financial reports the most as indicated by the mean value (4.60).
87% of the respondents agree including 72.8% who strongly agree as revealed by
the mode value (5). Ministerial Council (the cabinet) occupied the second place as
indicated by the mean value (4.07). 63% of the respondents agree while the mode
value (5) shows that 44.6% strongly agree. The third place was occupied by the
internal administration of the unit where the mean value (4.03) and the
percentages indicate that 73.9% of the respondents agree. The results also reveal
that the respondents believe the Federal National Council was as the ranked fourth
user of financial reports where the mean value is 3.93. The percentages indicate
that 56.4% agree while the mode value (3) shows that 42.4% were indifferent.
The fifth group of users, as perceived by the respondents, was financial and media
analysts with a mean value of 3.85. 58.7% of the respondents agree including
30.4% who strongly agree. However, the mode value (3) suggests that 37% of the
respondents were indifferent. The result report, as perceived by the respondents
and indicated by the mean value (3.70), that the sixth group was other
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governmental units. Although, 54.3% of the respondents agree, including 18.5%
who strongly agree, the mode value (3) indicates that 42.4% were indifferent.
With regard to the seventh place, the results indicate that the respondents agree
that creditors and debtors occupy this rank in terms of using financial reports as
revealed by the mean value 3.33. Although, 38% of the respondents agree, 43.5%
were indifferent as presented by the mode value (3). Regarding the eighth place,
as perceived by the respondents, it was occupied by the group of beneficiaries of
services. 30.4% of the respondents agree with a mean value of 3.15. Despite the
fact that 20.7% of the respondents do not agree, the mode value (3) indicates that
48.9% were indifferent. The last place was occupied by the group of general
public as perceived by the respondents whom only 8.7% of them agree, while
32.6% disagree and 58.7% were indifferent.
In summary, these results indicate that SAI and the Ministerial Council (the
Cabinet) are the groups that use financial reports the most. This might be due to
the fact that these two groups represent decision-makers (the Cabinet) and the
State Audit Institution which is responsible for accountability. However, the rest
of the groups were mentioned in previous studies such as Drebin et al., (1981),
Rutherford (1992) and Alijarde (1997), with respect to general public as the group
which uses the financial reports the least, studies such as Zimmerman (1977),
Jones et al., (1985), Gaffmey (1986), Daniels and Daniels (1991) and Alijarde
(1997) concluded that the public's perception towards financial reports should be
improved.
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6.4.6 Reasons for Not Using Financial Reports
Research question six
What are the reasons for not using governmental financial reports in the
UAE?

The main objective of this question is to determine the reasons that lead the
respondents not to use government financial reports. The respondents (33
respondents representing 26.4%) who did not read/use these reports were given
nine reasons and requested to indicate their levels of opinion on a five-point scale
in terms of strongly agree to strongly disagree.
From table 6-3, the overall results indicate that reports being not relevant to
the respondents' job was the most important reason for not using financial reports
issued by the government. 63.6% of the respondents agree with a mean value of
3.67, whereas, the mode value (5) indicates that 36.4% strongly agree. The second
reason, as perceived by the respondents, was that respondents were not allowed to
examine financial reports. 30.3% of the respondents agree while 45.5% were
indifferent. This finding is due to the absence of any laws and regulations that
give any rights for employees (or citizen) to obtained government financial
reports in any private capacity.
The respondents believe that the third reason was that reports were
overwhelmed with complexity. However, only 18.2% indicated that this was the
third reason, while the majority (60.6%) were indifferent. With respect to the
fourth place, respondents purport that they do not have the time is a reason for not
reading these financial reports. However, only 18.2 of the respondents agree as

236

indicated by the mean value (2.97), while the majority (60.6%) were indifferent as
reported by the mode value (3). The fifth place was occupied, as perceived by the
respondents, by the reason which states that reports are received too late to be of
any use. However, 18.2% of the respondents with a mean value of 2.94 agree
while 60.6% were indifferent as reported by the mode value (3). The sixth place
was occupied by two reasons, i.e., are difficult to understand and users are not
interested in governmental units affairs. The respondents' perceptions toward
those two reasons were similar; 15.2% agree as represented by the mean value
(2.94). Regarding the eighth reason, respondents believe that reports are
characterized by inconsistent format and data. Yet, only 9.1% with a mean value
of 2.82 agree while the mode value (3) indicates that the majority (66.7%) of the
respondents were indifferent. Finally, the results reveal that the least reason that
lead the respondents not to read or use financial reports was that they believe
information included was not useful. 9.1% of the respondents agree as represented
by the mean value (2.67), while the mode value (3) indicates that the majority
were indifferent.
These results might be due to the absence of laws and regulations that
connect managerial and financial plans with government work. Consequently,
relevancy of financial reports to the job might become absent leading employees
not to read or use these reports. It might also be due to the inability of this group
to deal with these reports because of being probably too difficult for them to
understand or they might not be allowed to examine. Finally, it might be due to
the disconnection between objectives, at the unit level, with government financial
reports in terms of assessing achieved objectives.
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Items

Table 6-3 : Summary statistics about financial reports
Dimensions
Importance of
Financial Reports
Uses of Financial
Reports

Evaluation of
Financial Reports

Ways of
Improving
Financial Reports

Users of Financial
Reports

Reasons for not
Using Financial
Reports

N
125
4.0
12.0
6.5
4.3
4.3
1.1
4.3
3.3
10.9
14.1
6.5
7.6
12.0
1.1
3.3
5.4
1.1
1.1
2.2
2.2
3.3
1.1
1.1
4.3
18.5
20.7
32.6
24.2
24.2
21.2
36.4
24.2
21.2
21.2
24.2
21.2

Percentages/**
2
1
4.0
2.4
7.2
13.0
42.4
29.3
34.8
34.8
34.8
52.2
26.1
44.6
33.7
32.6
38.0
31.5
15.2
47.8
20.7
22.8
31.5
34.8
29.3
28.3
26.1
42.4
13.0
42.4
35.9
37.0
43.5
48.9
58.7
60.6
60.6
60.6
54.4
45.5
15.2
60.6
66.7
60.6

125
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
92
33
33
33
33
33
33
33
33
33

88.8
75.0
51.1
66.3
60.9
64.1
60.9
44.6
63.0
41.3
59.8
59.8
50.0
67.4
81.5
46.7
78.3
76.1
66.3
63.0
70.7
71.7
73.9
54.3
87.0
56.4
63.0
58.7
38.0
30.4
8.7
15.2
15.2
18.2
9.1
30.3
63.6
18.2
9.1
18.2

3
93.6

4.31
3.98
3.66
4.02
3.92
4.05
3.90
3.49
3.84
3.28
3.73
3.75
3.52
3.99
4.25
3.51
4.21
4.22
4.01
3.87
4.09
4.10
4.03
3.70
4.60
3.93
4.07
3.85
3.33
3.15
2.66
2.94
2.94
2.97
2.67
3.06
3.67
2.94
2.82
3.00

Mean
4.55

**1 = Strongly Disagree* Disagree (1+2); 2 = Indifferent (3); 3 = Strongly agree & Agree (4+5).

Evaluating importance of financial reports with respect to
decision-making
Evaluating importance of financial reports
Using/reading financial reports*
Day-to-day management purposes
Inspection and auditing purposes
Budget administration purposes
Planning purposes
Activities cost determination purposes
General interest
Reports issued in time
Reports are interesting to read
Reports are easily understood
Reports meet user's requirements
Benefits exceed costs of preparation
Help compare governmental units
Help compare situation with previous years
Contain consistent data and information
Highlight key financial data
More timely reports
More relevant to my job
More constant report format
More accurate data
More regular reports
Internal administration of the unit
Other governmental units
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysis
Creditors and debtors
Beneficiaries of services
General public
Reports contents are difficult to understand
Not interested in governmental units affairs
Do not have the time to read financial reports
Information included are not useful
Not allowed to examine financial reports
Not relevant to my job
Received too late to be of any use
Inconsistent format and data
Reports overwhelmed with complexity

* 1 = Rarely Use, 2 = To some extent, 3 = Use;

Mode

5

5
4
3
5
5

5
3
3
4
3
4
4
3
4
5
3
5
3

5
4

5
5
4
3
5
3
5
3
3

3
3
3
3
3
3
3
5
3
3
3

SD
.72

.81
1.02
.96
.97
.94
.94
.96
.78
1.00
.88
.85
.93
1.05
.83
.87
.75
.81
.84
.88
.87
.82
.81
.75
.81
.71
.96
.92
.91
1.03
.96
.82
.83
.83
.77
.85
1.06
1.38
.83
.64
.94

Min.
1

1
1
1
1
2
1
1
1
2
1
2
1
1
2
1
2
2
2
2
1
3
3
3
2
3
1
2
2

Max.

5

5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5

4
5
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6.5 Hypothesis 1
There are significant differences in the Ministries respondents' perceptions
toward financial reports (importance, uses, characteristics, ways of improvement,
users and reasons preventing their usage) attributed to respondent's demographic
features.

6.5.1 According to Age
Sub-hypothesis one
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to respondent's age.

Table 6-4 reports the results of Kruskal-Wallis One-way ANOVA Test
conducted to measure differences in respondents' perceptions toward the financial
reports according to age. The table shows that there are no significant differences
in the respondents' perceptions toward the importance of the financial reports
attributed to age, as illustrated by the calculated Chi-square values. However, with
respect to uses of the financial reports, there have been significant differences in
favour of inspection and auditing purposes where Chi-square value (12.10) was
significant at p= 0.017. The mean values indicate that these differences were for
the benefit of the age range of 18-25 and 26-35 years. The results also reveal
significant differences in using the financial reports for planning purposes where
the calculated Chi-square (11.17) significant at p=0.025. The mean values suggest
that the age range of 18-25 and 26-35 perceive this more than other age groups.
This can be explained on the ground that respondents in these groups graduated
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more recently than those in the other groups; therefore, they might have been
more acquainted with recent developments in the field of public sector accounting
and the importance of financial reports for auditing and planning purposes. The
results do not indicate differences in the respondents' perceptions toward the uses
of the financial reports attributed to age.
With respect to the respondents' perceptions toward the characteristics of
the financial reports, the table indicates that the age range of 46-55 and 18-25
believe that the financial reports meet user's requirements more than other age
ranges do where the calculated Chi-square (10.41) was significant at P = 0.034.
However, the calculated Chi-square indicates no significant difference toward the
rest of the characteristics at the 5% level. As for ways of improving the financial
reports, the users and reasons for not using them, results report that the calculated
Chi-squares show no significant differences in the respondents' perceptions that
are attributed to age.
From these results, it is concluded that all age groups have the same level of
awareness toward the importance, uses, characteristics, ways of improvement,
users and reasons for not using the financial reports. This might be due to the fact
that these age groups have experience, qualifications and previous experience, for
instance, the young employees have probably acquired knowledge about
governmental accounting financial reports and accountability through their
university studies in accounting, finance and management. This might also be due
to the fact that financial reports are characterized by aspects that make them used
by different age groups; therefore, age is not necessarily a variable that make
differences in the respondents' perceptions.
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Table 6-4: Kruskal-Wallis One-way ANOVA with respect to age
Dimensions

Item
1
4.50

2
4.53

Subgroups/*
4
3
4.57 4.61

5
4.43

Chisqr
1.261

Pvalue
.532

Evaluating importance of financial reports
with respect to decision-making
Evaluating importance of financial reports
4.33
4.20 4.38 4.34 4.29
.224
.894
Using/reading financial reports
3.75
4.17
3.88
1.585
4.36
3.85
.453
purposes
management
Day-to-day
3.75
3.89
3.47
3.88
.647
3.36
.723
Uses of
Inspection and auditing purposes
4.75
4.44 4.20 3.74 3.55
Financial
1.203
.017
Budget administration purposes
4.50 4.22 4.04
Reports
3.62
.563
3.91
.755
4.00 4.28 4.04 4.09
Planning purposes
3.64
.025
11.17
4.25 4.22 4.20 3.50 3.82
Activities cost determination purposes
5.036
.081
3.25 3.67
General interest
3.73
3.47
3.32
.172
3.519
time
in
4.25
issued
Reports
3.91
3.92 3.71
.818
3.83
.401
Evaluation
3.00 3.39 3.40 3.24 3.09
Reports are interesting to read
.167
of Financial
3.579
Reports
4.00 3.78 3.72 3.74 3.55
.137
3.969
Reports are easily understood
4.00 3.11
Reports meet user's requirements
4.04 3.79 3.91
.034
10.41
Benefits exceed costs of preparation
.919
3.50 3.39 3.44
3.82
3.56
6.294
4.25
Help compare between governmental units
.386
3.67 4.04 4.09 4.00
1.902
4.010
4.50 3.94 4.20 4.35
4.45
Help compare situation with previous years
.135
information
.289
and
2.484
3.00 3.50
3.36
3.65
Contain consistent data
3.48
.539
1.236
4.00 4.33
4.00
Highlight key financial data
4.24 4.21
Ways of
.258
2.710
4.25 4.28 4.16 4.15 4.45
Improving
More timely reports
Financial
.111
.506
3.91
4.20 3.79
4.50 4.11
More relevant to my job
Reports
4.00 3.62 4.00
.217
3.052
3.75 4.11
More constant report format
1.674
4.18
4.00
4.16
.433
4.11
4.00
More accurate data
.286
2.502
4.09
4.03
4.16
4.25 4.11
More regular reports
.266
2.647
3.94 4.12 4.09 3.91
3.75
Internal administration of the unit
Users of
.133
4.040
3.44 3.96 3.79 3.36
Financial
3.25
Other governmental units
.171
Reports
3.528
4.50 4.56 4.56 4.59 4.82
State Audit Institution
.134
4.025
3.82
4.12
3.96
3.72
3.50
Federal National Council
3.64
.346
2.124
4.12 4.21
3.50 4.11
Ministerial Council (the Cabinet)
.181
3.420
3.84 4.00 4.09
3.50 3.50
Financial and media analysis
.827
.381
3.64
3.24
3.32
3.50 3.28
Creditors and debtors
.513
1.335
3.36
3.16 3.00
3.28
3.25
Beneficiaries of services
.422
1.728
2.73
2.25 2.56 2.80 2.65
General public
.221
1.500
3.00
3.25
2.92
4.50 2.58
Reasons for
Reports contents are difficult to understand
.317
1.000
3.00
not Using
3.00 2.25
4.50 2.83
Not interested in governmental units affairs
.121
Financial
2.400
3.67
3.17 3.25
3.00 2.50
Do not have the time to read financial reports
Reports
.221
1.500
3.00
4.50 2.42 2.67 2.25
Information included are not useful
.102
2.667
3.17 3.50 3.00
3.50 L2.75
Not allowed to examine financial reports
3.000
4.67
.083
4.75
3.33
3.42
3.50
Not relevant to my job
.102
2.667
3.00
3.25
2.92
2.75
3.50
Received too late to be of any use
2.667
.102
3.00
2.50
3.50 2.67 2.92
Inconsistent format and data
.083
3.000
3.00
3.00
3.08
3.50 2.83
Reports overwhelmed with complexity
1= 18-25 years (N=6), 2= 26-35 years (N=30), 3= 36-45 years (N=37), 4= 46-55 years (N=38), 5=> 55 years (N=14)
*Mean = minimum 1 strongly disagree, maximumS strongly agree

Importance
of Financial
Reports
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6.5.2 According to Gender
Sub-hypothesis two:
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to respondent's gender.
Table 6-5 presents the results of Mann-Whitney Test applied to measure
differences between males' and females' perceptions toward the financial reports.
The table indicates significant differences between males' and females'
perceptions toward using financial reports for inspection and auditing purposes as
indicated by the calculated U-value (P=0.004). These differences were in the
benefit of the female respondents as shown by the mean values.
The results also reveal that there are significant differences between males'
and females' perceptions toward the reason of not having the time to read
financial reports (calculated U-value, 21 significant at P = 0.020).
With regard to the rest of the demotions such as importance, uses,
characteristics, ways of improvement, users and reasons for not using financial
reports, results indicate no significant differences between males' and females'
perceptions at the 5% level. This can be explained on the grounds that females in
UAE have increasingly assumed high managerial positions and have obtained
relevant experience as well as qualifications in accounting and management.
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Table 6-5: Mann-Whitney U test in respect to gender
Dimensions

Items

Evaluating importance of financial reports
with respect to decision-making
Evaluating importance of financial reports
Using/reading financial reports
Day-to-day management purposes
Uses of
Inspection and auditing purposes
Financial
Reports
Budget administration purposes
Planning purposes
Activities cost determination purposes
General interest
Evaluation of Reports issued in time
Financial
Reports are interesting to read
Reports
Reports are easily understood
Reports meet user's requirements
Benefits exceed costs of preparation
Help compare between governmental units
Help compare situation with previous years
Contain consistent data and information
Ways of
Highlight key financial data
Improving
More timely reports
Financial
More relevant to my job
Reports
More constant report format
More accurate data
More regular reports
Users of
Internal administration of the unit
Financial
Other governmental units
Reports
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysis
Creditors and debtors
Beneficiaries of services
General public
Reasons for
Reports contents are difficult to understand
not Using
Not interested in governmental units affairs
Financial
Do not have the time to read financial reports
Reports
Information included are not useful
Not allowed to examine financial reports
Not relevant to my job
Received too late to be of any use
Inconsistent format and data
Reports overwhelmed with complexity
1= Male (N=102), 2= Female, (N=23).
*Mean = minimum 1 strongly disagree, maximumS strongly agree
Importance
of Financial
Reports
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Subgroups/*
1
2
4.50
4.78

U

PValue

959.500

.105

4.28
4.00
3.67
3.88
3.84
4.04
3.81
3.44
3.84
3.26
3.67
3.77
3.60
3.99
4.34
3.52
4.25
4.23
3.95
3.82
4.08
4.08
4.07
3.66
4.67
3.93
4.04
3.90
3.32
3.11
2.62
3.00
3.00
3.07
2.72
3.07
3.72
3.03
2.86
3.10

1061.50
631.500
693.500
413.500
522.500
673.000
515.500
558.000
691.500
653.500
570.500
650.000
560.000
690.000
547.000
677.500
592.000
654.000
529.500
600.000
684.500
657.500
606.000
611.000
548.500
692.000
649.000
585.500
630.500
635.000
564.500
37.000
37.000
21.000
35.500
54.000
47.000
31.500
39.000
31.500

.433
.526
1.000
.004
.081
.832
.070
.148
.984
.678
.208
.659
.177
.971
.125
.866
.293
.681
.094
.340
.926
.712
.365
.394
.073
.988
.643
.272
.522
.545
.160
.186
.186
.020
.170
.815
.528
.096
.208
.096

4.43
3.89
3.63
4.58
4.26
4.11
4.26
3.68
3.84
3.37
3.95
3.68
3.21
4.00
3.89
3.47
4.05
4.16
4.26
4.05
4.11
4.16
3.89
3.84
4.32
3.95
4.16
3.63
3.37
3.32
2.84
2.50
2.50
2.25
2.25
3.00
3.25
2.25
2.50
2.25

6.5.3 According to Nationality
Sub-hypothesis three:
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to respondent's nationality.

Table 6-6 presents the results of Mann-Whitney Test conducted to measure
differences in local and non-local respondents' perceptions toward financial
reports. The results indicate no significant differences with regard to the
importance of the financial reports. As for the second dimension, results reveal
significant differences at P = 0.008 in the respondents' perceptions with regard to
"Inspection and Auditing" and "Budget Administration Purposes" where the
calculated U-value (752) was significant at P=0.014. There have also been
significant differences in terms of using financial reports for "Activities Cost
Determination Purposes" at P=0.007. The mean values indicate that these
differences were for the benefit of local employees. This result might be due to
the fact that these purposes are related to decision-makers in the governmental
units who are mostly natives. In addition, most of the non-natives are not in
charge of accountability or do not have the power to effect activities cost
determination or budget administration.
Furthermore, results indicated that there are significant differences at P =
0.033 with regard to issuing reports that are more relevant to respondent's job as a
way of improving financial reports, and differences at P = 0.021 toward making
reports more consistent. These differences were in favour of the local workforces.
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This might be due to the fact that most of the native employees are young and had
attended universities in different developed countries with regard to the science
and application of accounting. Consequently, they read financial reports
selectively in order to improve them since they might be more concerned than
other non-native employees in the issue of change for their country's benefit.
With regard to reasons for not using financial reports, analysis reveals
significant differences at P = 0.001 toward the relevancy of reports to respondents'
jobs. The mean values indicate that these differences are in favour of the nonnatives due to the reasons discussed above.
Furthermore, the results report that there are no significant differences
toward the rest of the dimensions that might be attributed to nationality at the 5%
level.
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Table 6-6: Mann-Whitney U test in respect to nationality
Dimensions

Items

Evaluating importance of financial reports
with respect to decision-making
Evaluating importance of financial reports
Using/reading financial reports
Day-to-day management purposes
Uses of
Inspection and auditing purposes
Financial
Budget administration purposes
Reports
Planning purposes
Activities cost determination purposes
General interest
Evaluation of Reports issued in time
Reports are interesting to read
Financial
Reports
Reports are easily understood
Reports meet user's requirements
Benefits exceed costs of preparation
Help compare between governmental units
Help compare situation with previous years
Contain consistent data and information
Highlight key financial data
Ways of
Improving
More timely reports
Financial
More relevant to my job
Reports
More consistent report format
More accurate data
More regular reports
Internal administration of the unit
Users of
Financial
Other governmental units
Reports
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysis
Creditors and debtors
Beneficiaries of services
General public
Reasons for Reports contents are difficult to understand
not Using
Not interested in governmental units affairs
Financial
Do not have the time to read financial reports
Reports
^formation included are not useful
Mot allowed to examine financial reports
Mot relevant to my job
deceived too late to be of any use
nconsistent format and data
leports overwhelmed with complexity
1= Native (N=75), 2= Non-native (N=50).
*Mean = minimum 1 strongly disagree, maximumS strongly agree
Importance
of Financial
Reports
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Subgroups/*
1
2
4.55
4.56

PValue
1857.00 .914

4.29
3.96
3.78
4.24
4.14
4.16
4.16
3.54
3.88
3.30
3.76
3.68
3.46
3.92
4.20
3.50
4.28
4.22
4.18
4.06
4.20
4.14
4.00
3.74
4.60
3.84
4.08
3.72
3.34
3.18
2.66
2.84
2.96
2.84
2.64
3.00
3.28
2.92
2.84
2.96

1808.50
974.500
844.000
729.000
752.500
937.000
726.000
928.500
987.000
986.500
992.500
963.000
1004.00
949.500
995.000
1037.00
925.500
1020.00
793.000
771.000
885.000
990.000
991.500
962.000
1032.50
941.000
1033.00
874.000
1029.50
1016.50
1047.00
76.000
95.000
68.000
87.000
91.000
26.500
94.500
91.000
95.000

4.34
4.00
3.52
3.76
3.67
3.93
3.60
3.43
3.79
3.26
3.69
3.83
3.60
4.07
4.31
3.52
4.12
4.21
3.81
3.64
3.95
4.05
4.07
3.64
4.60
4.05
4.05
4.00
3.31
3.12
2.67
3.25
2.88
3.38
2.75
3.25
4.88
3.00
2.75
3.13

U

.712
.531
.087
.008
.014
.341
.007
.291
.606
.592
.633
.474
.705
.404
.640
.911
.295
.800
.033
.021
.169
.617
.623
.460
.860
.357
.886
.146
.865
.778
.979
.250
.811
.125
.546
.689
.001
.792
.650
.811

6.5.4 According to Job Position
Sub-hypothesis four:
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to respondent's job position.

Table 6-7 presents the results which are related to the determination of
differences between respondents' perceptions toward the financial reports with
regard to job position using Kruskal-Wallis One-Way ANOVA Test. It reveals
significant differences toward "Day-to-day Management Purposes" where the
calculated Chi-square (11.30) was significant at P = 0.023. These differences
were for the benefit of the heads of departments. The results also report
differences toward "Inspection and Auditing Purposes" in favour of audits and
accountants where the calculated Chi-square (14.23) significant at P = 0.007.
With regard to "Budget Administration Purposes", results reveal differences
in favour of directors and heads of departments at P=0.010. These differences
might be explained on the ground that these uses are for the purposes of decisionmaking and inspection which are the responsibility of those in the higher
managerial positions.
In addition, results indicate significant differences in the respondents'
perceptions toward improving financial reports by making them include more
accurate data. The calculated Chi-square value was 9.84 significant at P = 0.043
for the benefit of the heads of departments.
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As for users of the financial reports, results reveal that there are significant
differences in the respondents' perceptions toward SAI as an optimum user. These
differences were in favour of the directors and audits where Chi-square was 10.64
significant at P = 0.031. There have also been significant differences toward the
general public; Chi-square was 10.88 at P = 0.028. The mean values suggest that
these differences were for the benefit of directors.
Regarding the reasons for not using the financial reports, there are
significant differences toward the first reason (reports contents are difficult to
understand where Chi-square value (9.801) significant at P = 0.020 and the mean
values indicate that these differences were in favour of the clerks. There are also
differences toward the second reason (not interested in government affairs) as
indicated by Chi-square value which is significant at P = 0.004, and the mean
values show that the clerks are the group which is not interested in governmental
units affairs more than the other groups. Furthermore, the results report significant
differences toward the fourth reason (information included are not useful) where
Chi-square 10.02 significant at P = 0.018, and similarly these differences were,
too, in the benefit of clerks. The results relating to the eighth reason (inconsistent
format and data) reveal significant differences (Chi-square was 9.612 significant
at P = 0.022) in favour of the clerks. Finally, the results do not indicate significant
differences regarding the rest of the dimensions.

248

Table 6-7: Kruskal-Wallis One-way ANOVA in respect to job position
Dimensions
Importance
of Financial
Reports
Uses of
Financial
Reports

Evaluation
of Financial
Reports

Ways of
Improving
Financial
Reports

Users of
Financial
Reports

Reasons for
not Using
Financial
Reports

Item
Evaluating importance of financial reports
with respect to decision-making
Evaluating importance of financial reports
Using/reading financial reports
Day-to-day management purposes
Inspection and auditing purposes
Budget administration purposes
Planning purposes
Activities cost determination purposes
General interest
Reports issued in time
Reports are interesting to read
Reports are easily understood
Reports meet user's requirements
Benefits exceed costs of preparation
Help compare between governmental units
Help compare situation with previous years
Contain consistent data and information
Highlight key financial data
More timely reports
More relevant to my job
More consistent report format
More accurate data
More regular reports
Internal administration of the unit
Other governmental units
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysis
Creditors and debtors
Beneficiaries of services
General public
Reports contents are difficult to understand
Not interested in governmental units affairs
Do not have the time to read financial reports
Information included are not useful
Not allowed to examine financial reports
Not relevant to my job
Received too late to be of any use
Inconsistent format and data
Reports overwhelmed with complexity

Chisqr

1
4.69

Subgroups/*
2
3
4
4.43
4.70 4.37

5
4.52

3.310

Pvalue
.507

4.34
3.95
3.68
4.14
4.14
4.23
4.00
3.41
4.18
3.50
3.64
3.73
3.86
4.32
4.45
3.77
4.23
4.18
4.14
4.09
4.27
3.95
4.14
3.95
4.86
4.27
4.36
3.91
3.41
3.27
2.95
2.60
3.10
3.00
2.50
2.60
3.20
2.90
2.80
3.10

4.43
4.57
3.86
4.29
4.29
3.86
3.71
3.71
4.29
3.29
3.57
4.00
3.43
3.86
4.29
3.57
4.14
4.29
4.14
4.00
4.14
4.43
4.29
3.57
4.86
4.14
4.14
4.00
3.14
2.71
2.86
-

4.18
3.38
3.24
3.38
3.29
4.14
3.71
3.62
3.43
3.14
3.81
3.81
3.67
4.14
4.29
3.48
4.19
3.81
3.57
3.52
3.86
4.05
4.10
3.67
4.48
3.90
3.90
4.10
3.14
3.10
2.38
3.50
3.42
3.00
3.25
3.25
4.25
3.25
3.17
3.33

.901
8.173
11.30
14.23
13.23
2.924
2.793
3.260
8.370
2.457
2.956
3.223
4.974
7.294
3.758
4.295
9.111
8.637
7.583
9.767
9.838
7.521
5.229
5.851
10.64
5.129
3.659
7.210
3.316
1.628
10.88
9.801
13.51
2.469
10.02
3.875
2.882
4.104
9.612
7.478

.924
.085
.023
.007
.010
.571
.593
.515
.079
.652
.565
.521
.290
.121
.440
.368
.058
.071
.108
.045
.043
.111
.265
.211
.031
.274
.454
.125
.506
.804
.028
.020
.004
.481
.018
.275
.410
.250
.022
.058

4.48
4.14
3.59
4.32
4.00
3.86
3.86
3.23
3.91
3.36
3.59
3.50
3.14
3.77
3.86
3.41
3.86
4.32
4.05
3.64
3.77
3.86
3.73
3.41
4.27
3.68
3.91
3.41
3.59
3.23
2.86
2.00
2.00
2.00
2.00
4.00
4.00
2.00
2.00
2.00

4.27
4.25
4.10
4.15
4.15
4.05
4.10
3.65
3.65
3.10
3.95
3.90
3.45
3.75
4.40
3.35
4.60
4.55
4.25
4.20
4.45
4.45
4.10
3.80
4.70
3.80
4.05
3.95
3.20
3.15
2.35
2.70
2.30
3.00
2.20
3.20
3.40
2.70
2.50
2.60

l=Director (N=32), 2=Auditor (N=7), 3=Accountant (N=23), 4= Head of Department (N=30), 5 = Clerk (N=33).
*Mean = minimum 1 strongly disagree, maximumS strongly agree
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6.5.5 According to Period of Work in the Ministry
Sub-hypothesis five:
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to respondent's period of work in
the ministry.
Table 6-8 reports the results of Kruskal-Wallis One-Way ANOVA Test to
measure the differences in the respondents' perceptions toward the financial
reports in terms of importance, uses, characteristics, ways of improvement, users
and reasons for not reading these reports according to period of work in the
ministry. The results indicate that there are no significant differences toward each
of the dimensions as represented by Chi-square values which were insignificant at
the 5% level.
This might be due to the fact that all employees, regardless of the period of
work, are aware of the importance, uses, characteristics, ways of improvement,
users and reasons for not using these reports through a long period of experience,
academic study or through the awareness of the benefits received from these
reports.
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Table 6-8: Kruskal-Wallis One-way ANOVA in respect to years of work in the ministry
Dimensions
Importance
of Financial
Reports
Uses of
Financial
Reports

Evaluation
of Financial
Reports

Ways of
Improving
Financial
Reports

Users of
Financial
Reports

Reasons for
not Using
Financial
Reports

Item
Evaluating importance of financial reports
with respect to decision-making
Evaluating importance of financial reports
Using/reading financial reports
Day-to-day management purposes
Inspection and auditing purposes
Budget administration purposes
Planning purposes
Activities cost determination purposes
General interest
Reports issued in time
Reports are interesting to read
Reports are easily understood
Reports meet user's requirements
Benefits exceed costs of preparation
Help compare between governmental units
Help compare situation with previous years
Contain consistent data and information
Highlight key financial data
More timely reports
More relevant to my job
More consistent report format
More accurate data
More regular reports
Internal administration of the unit
Other governmental units
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysis
Creditors and debtors
Beneficiaries of services
General public
Reports contents are difficult to understand
Not interested in governmental units affairs
Do not have the time to read financial reports
Information included are not useful
Not allowed to examine financial reports
Not relevant to my job
Received too late to be of any use
Inconsistent format and data
Reports overwhelmed with complexity

Chisqr

1
4.63

Subgroups/*
2
3
4
4.50 4.33
4.50

5
4.60

.715

Pvalue
.949

4.37
3.93
3.50
4.64
4.07
4.07
3.93
3.29
4.00
3.29
3.93
3.79
3.57
4.07
4.21
3.21
4.14
4.00
4.43
3.79
3.93
3.93
4.00
3.64
4.36
3.71
3.86
3.50
3.43
3.21
2.57
2.94
3.19
2.94
2.75
3.06
4.13
2.81
2.88
2.88

4.22
3.80
4.13
4.00
4.07
4.27
4.40
3.73
3.73
3.40
3.87
3.27
3.27
3.73
4.07
3.60
4.47
4.40
3.80
4.27
4.33
4.40
4.20
3.53
4.73
3.87
4.27
3.73
3.27
3.27
2.47
2.33
2.00
2.33
1.67
2.67
2.33
2.67
2.67
2.33

4.40
4.08
3.50
3.87
3.79
4.05
3.68
3.50
3.84
3.21
3.63
3.79
3.63
4.05
4.34
3.53
4.13
4.26
3.84
3.76
4.00
3.97
3.97
3.79
4.63
4.13
4.05
3.97
3.34
3.11
2.71
3.40
3.00
3.00
2.60
3.40
4.00
3.40
3.00
3.40

.602
1.55
9.07
7.70
1.65
1.96
5.67
2.71
.477
.684
2.86
5.67
.674
2.79
1.54
3.56
1.61
2.77
6.43
4.53
2.76
4.07
5.14
1.17
2.50
3.79
3.40
2.86
.932
1.23
.845
3.84
8.56
7.26
6.09
1.16
8.36
2.40
1.72
3.31

.963
.818
.059
.103
.800
.743
.225
.608
.976
.953
.581
.226
.954
.593
.819
.469
.806
.597
.169
.339
.600
.397
.273
.883
.645
.435
.493
.581
.920
.873
.932
.428
.073
.123
.193
.885
.079
.663
.787
.507

4.17
3.83
4.33
4.17
4.00
3.67
3.83
3.17
3.83
3.33
3.50
3.50
3.50
3.67
4.00
3.33
4.33
4.50
4.33
4.00
4.00
4.00
3.50
3.50
4.50
3.50
3.67
4.00
3.67
3.50
2.83
2.83
2.67
3.50
2.83
2.83
3.67
3.17
2.67
3.50

4.23
4.00
3.53
3.84
3.95
4.00
3.95
3.53
3.79
3.32
3.74
4.11
3.47
4.11
4.32
3.68
4.16
4.05
4.11
3.79
4.21
4.26
4.21
3.74
4.63
3.89
4.21
3.89
3.16
3.00
2.74
3.00
3.00
2.67
3.00
3.33
2.00
2.67
2.67
2.67

1 = 1-5 years (N=30), 2=6-10 years (N=18), 3=11-15 years (N=12), 4=6-20 years (N=22), 5= More than 20 years (N-43).
*Mean = minimum 1 strongly disagree, maximum5 strongly agree
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6.5.6 According to Previous Work Experience
Sub-hypothesis six:
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to respondent's previous
experience.

The results, included in table 6-9, indicate significant differences in using
these reports for "Day-to-Day Management Purposes" as represented by MannWhitney Test. The mean values reveal that the group without previous work
experience use these reports for this purpose (Day-to-day management) more than
the group with previous work experience. There are also significant differences in
using these reports for "Budget Administration Purposes", and the differences
were in favour of the group with previous work experience as can be seen by the
mean values. However, regarding "Activities Cost Determination Purposes", the
differences were for the benefit of the group without previous work experience as
indicated by U-value (significant at P = 0.024). This might be explained on the
ground that these are, generally, a matter for decision-making; most of decisionmakers are native directors and heads of departments who do not have previous
work experience but require financial reports to carry out their managerial tasks
effectively.
Moreover, with respect to reasons for not using financial reports, results
show significant differences at P = 0.047 toward the third reason (Do not have the
time to read financial reports). The mean values indicate that these differences are
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in favour of those with previous experience. In addition, those with previous
experience perceive that the reason for not using financial reports is that the
reports are not relevant to their jobs where U-value significant at P = 0.021.
Finally, the results do not reveal significant differences that might be
attributed to previous work experience with respect to the rest of the dimensions
such as importance, ways of improvement and users of financial reports.
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Table 6-9: Kruskal-Wallis One-way ANOVA in respect to previous work experience
Items

Dimensions

Subgroups/*
1
2

Importance
of Financial
Reports

Evaluating importance of financial reports
with respect to decision-making
Evaluating importance of financial reports
Using/reading financial reports

Uses of
Financial
Reports

Day-to-day management purposes
Inspection and auditing purposes
Budget administration purposes
Planning purposes
Activities cost determination purposes
General interest

Evaluation of
Financial
Reports

Reports issued in time

Ways of
Improving
Financial
Reports

Reports are interesting to read
Reports are easily understood
Reports meet user's requirements
Benefits exceed costs of preparation
Help compare between governmental units
Help compare situation with previous years
Contain consistent data and information
Highlight key financial data
More timely reports
More relevant to my job
More consistent report format

More accurate data
More regular reports
Users of
Financial
Reports

Reasons for
not Using
Financial
Reports

Internal administration of the unit
Other governmental units
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysis
Creditors and debtors
Beneficiaries of services
General public
Reports contents are difficult to understand

Not interested in governmental units affairs
Do not have the time to read financial reports
Information included are not useful
Not allowed to examine financial reports
Not relevant to my job
Received too late to be of any use

Inconsistent format and data
Reports overwhelmed with complexity
1 = Yes (N=71), 2= No (N=54).
*Mean = minimum 1 strongly disagree, maximumS strongly agree
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U

PValue

4.63

4.44

1707.000

.212

4.45
3.92
3.44
3.86
3.78
4.02
3.73
3.44

4.13
4.09
4.06
4.30
4.18
4.12
4.21
3.58

1589.500
901.500
623.500
751.000
742.000
931.000
711.500
883.500

3.73
3.19
3.68
3.78
3.53
4.03
4.29
3.53
4.12
4.25
4.00
3.83
4.07
4.15

4.03
3.45
3.82
3.70
3.52
3.91
4.18
3.48
4.36
4.15
4.03
3.94
4.12
4.00
3.91
3.61
4.45
3.97
4.06
3.70
3.58
3.36
2.67
2.86
2.95
2.76
2.67
2.90
3.24
2.81
2.71
2.90

815.500
794.500
885.000
918.500
939.500
902.500
953.000
964.500
819.000
890.000
940.000
874.000
951.500
865.500
835.500
908.000
858.500
921.000
972.000
852.500
754.500
793.500
933.500

.072
.535
.003
.055
.047
.710
.024
.417
.180
.117
.445
.638
.772
.541
.856
.936
.177
.464
.773
.391
.849
.350
.228
.568
.230
.645
.989
.299
.060
.116
.713

109.500
116.000
79.500
122.000
104.000
66.500
104.500
100.000
107.500

.481
.669
.047
.868
.383
.021
.359
.243
.431

4.10
3.75
4.68
3.92
4.07
3.93
3.19
3.03
2.66
3.08
2.92
3.33
2.67
3.33
4.42
3.17
3.00
3.17

6.5.7 According to Years of Previous Work Experience
Sub-hypothesis seven:
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to respondent's years ofprevious
experience.
Table 6-10 reports significant differences in the respondents perceptions.
Respondents with long period of previous experience believe that financial reports
help compare governmental units as revealed by Chi-square value (13.24) which
indicates significant differences at P= 0.010 for their benefit. This might be due to
the fact that those respondents have long period of handling financial reports and
eventually they are more aware of reports characteristics than the respondents
with short period of previous experience.
Regarding the rest of the dimensions related to importance, users, ways of
improvement, users and reasons for not using financial reports, results do not
indicate significant differences attributed to years of previous experience as
revealed by Chi-square values.
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Table 6-10: Kruskal-Wallis One-way ANOVA in respect to previous years of ex perience
Dimensions

Item

Subgroups/*

Evaluating importance of financial reports
Importance
with respect to decision-making
of Financial
Evaluating importance of financial reports
Reports
Using/reading financial reports
Day-to-day management purposes
Uses of
Inspection and auditing purposes
Financial
Budget administration purposes
Reports
Planning purposes
Activities cost determination purposes
General interest
Evaluation of Reports issued in time
Reports are interesting to read
Financial
Reports
Reports are easily understood
Reports meet user's requirements
Benefits exceed costs of preparation
Help compare between governmental units
Help compare situation with previous years
Contain consistent data and information
Ways of
Highlight key financial data
Improving
More timely reports
Financial
More relevant to my job
Reports
More consistent report format
More accurate data
More regular reports
Users of
Internal administration of the unit
Financial
Other governmental units
Reports
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysis
Creditors and debtors
Beneficiaries of services
General public
Reasons for
Reports contents are difficult to understand
not Using
Not interested in governmental units affairs
Financial
Do not have the time to read financial reports
Reports
Information included are not useful
Not allowed to examine financial reports
Not relevant to my job
Received too late to be of any use
Inconsistent format and data
Reports overwhelmed with complexity
1= 1-5 years (=28), 2= 5-10 years (N=19), 3= 11-15 years (N=5),
*Mean = minimum 1 strongly disagree, maximumS strongly agree
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1
4.61

2
4.53

4.32
4.53
3.71
4.06
3.29 3.44
3.92
3.56
3.63
3.75
3.92
3.88
3.58
3.69
3.46
3.25
3.58
3.81
3.00
3.00
3.46
3.69
3.54 3.75
3.42
3.75
3.63
4.13
3.96 4.56
3.33
3.50
3.83
4.25
4.04 4.31
3.96
3.94
3.75
3.63
3.75
4.06
4.04 4.13
3.79 4.13
3.71
3.69
4.63
4.69
3.71
4.19
3.83
4.19
3.79 4.25
3.04 3.25
2.92
2.94
2.71
2.50
3.75
3.00
3.75
3.00
3.00
3.00
3.50
3.00
3.25
3.67
4.00
3.75
3.25
3.00
3.25
3.00
3.25
3.00
4= 16-20 years

*y

J

4.80
4.40
4.60
3.40
3.00
3.40
3.20
3.20
3.60
3.40
3.00
3.40
4.00
3.40
4.20
4.20
3.20
4.00
4.80
3.60
4.00
4.40
4.00
4.20
3.20
5.00
3.60
3.60
4.00
3.60
3.60
2.60
(N=10),

4
4.50

5
4.78

Chisqr
2.845

Pvalue
.584

4.44
.788
4.50
.940
3.67
3.86 3.971
.410
3.50
3.71
1.763
.779
4.33
4.43 8.661
.070
4.33
4.00 4.135
.388
4.43 8.406
4.83
.078
4.83
3.57 9.386
.052
3.43 2.106
3.83
.716
4.00 1.733
3.83
.785
3.86
3.50
.072
8.610
4.00 4.14 6.095
.192
4.50 4.29 8.383
.079
3.50
.792
3.57 1.692
4.29 13.24
4.83
.010
4.83
.083
4.29 8.246
4.29 8.744
3.50
.068
4.67 4.29 5.733
.220
4.50 4.14 3.913
.418
4.14 2.258
4.33
.688
4.00 3.507
4.33
.477
4.83
4.14 8.253
.083
4.00 4.707
4.83
.319
4.67 4.43 8.299
.081
4.50
3.86 8.442
.077
4.29 5.414
5.00
.247
4.67
.102
3.71 7.731
4.14 7.222
4.83
.125
4.17
3.57 4.916
.296
.651
3.00 3.43 2.463
3.17
.588
3.14 2.821
2.17
3.29 5.669
.225
3.00 2.444
3.00
.485
2.00 3.871
3.00
.276
4.00 4.227
3.50
.238
.362
2.50 2.00 3.197
.705
3.50 1.403
3.00
4.75
5.00 4.467
.215
3.00
3.25
.908
.550
.522
2.50 2.250
3.00
.522
2.50 2.250
3.50
5= More than 20 years (N=9).

6.5.8 According to Place of Previous Work Experience
Sub-hypothesis eight:
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to respondent's place ofprevious
work experience.
The results, included in table 6-11, present significant differences (P=
0.009) in the respondents' perceptions regarding the use of financial reports for
"Inspection and Auditing Purposes" in favour of the respondents who have
previous work experience in the public sector in UAE, and for "Planning
Purposes" at P = 0.017 as suggested by Chi-square value 10.134. This might be
attributed to the fact that these are some of the common uses of financial reports
in the public sector of UAE, therefore, those respondents with experience in the
public sector and had worked for more than one ministry probably realized this
fact more than the others who have previous experience in other sectors. The
results also reveal that there are significant differences regarding ways of
improving financial reports by issuing more relevant and more regular reports
where Chi-square significant at the 5% level; the mean values indicate that these
differences are for the benefit of the respondents with pervious experience in the
public sector in UAE and out side UAE respectively.
Regarding the rest of the dimensions such as importance, uses,
characteristics, users and reasons for not using financial reports, results indicate
that there are no significant differences attributed to place of previous experience
as can be seen by Chi-square values.
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Table 6-11: Kruskal-Wallis One-way ANOVA in respect to place of previous experience
Dimensions

Items

Subgroups/*
2
3
4.75
4.43

Chisqr
4.563

Pvalue

1
4
Evaluating
importance
of
financial
reports
4.30
Importance
4.65
.207
with respect to decision-making
of Financial
Evaluating importance of financial reports
4.20 4.45
Reports
4.29 4.50
1.962
.580
Using/reading financial reports
3.22 4.13
4.17
3.93 5.888
.117
Day-to-day management purposes
3.33
Uses of
3.38
3.67
.599
3.41
.897
Inspection
and
auditing
purposes
Financial
3.56 4.50
3.83
3.56 11.665
.009
Reports
Budget administration purposes
3.56 4.13
3.17
3.74 5.523
.137
Planning purposes
3.67 4.31
2.83
4.19 10.134
.017
Activities cost determination purposes
4.11
3.94 2.50
3.70 9.760
.021
General interest
3.11
3.69
3.17
3.48 3.514
.319
Reports issued in time
Evaluation
3.11
3.67
4.00
3.74 4.237
.237
of Financial
Reports are interesting to read
2.78
3.00
3.31
.187
3.22 4.802
Reports
Reports are easily understood
3.33
3.17
3.69
3.85 5.123
.163
Reports meet user's requirements
3.56 4.13
3.17
3.89 5.804
.122
Benefits exceed costs of preparation
3.56 3.50
3.67 3.52 0.114
.990
Help compare between governmental units
3.89 4.00
3.50 4.19 3.885
.274
Help compare situation with previous years
4.11
4.19
3.83
4.48 5.339
.149
Contain consistent data and information
3.33
3.44 3.50
3.56 1.122
.772
Highlight key financial data
Ways of
4.11
4.31
3.50 4.11 4.230
.238
Improving
More timely reports
4.44 4.25
3.83
4.26 1.229
.746
Financial
More relevant to my job
3.89 4.50 3.50
3.81
8.646
.034
Reports
More consistent report format
3.78 4.00 3.17
3.89 4.770
.189
More accurate data
3.89 4.19
3.50 4.15 3.229
.358
More regular reports
3.17 4.30 8.738
4.11
4.25
.033
Users of
Internal administration of the unit
3.89 4.19
3.67 4.19 2.986
.394
Financial
Other governmental units
3.83
3.67 4.06
3.59 3.388
.336
Reports
State Audit Institution
4.50 4.74 4.852
4.44 4.75
.183
Federal National Council
4.00 3.94 4.00
.121
3.89
.989
Ministerial Council (the Cabinet)
4.22 4.25
3.67 3.96 2.320
.509
Financial and media analysis
4.00 3.81
3.83
4.04
.916
.822
Creditors and debtors
3.00
3.00 3.31
3.22
.700
.873
Beneficiaries of services
2.67 3.19
3.00
3.07 1.452
.693
General public
3.00 2.52 2.915
2.56 2.81
.405
Reasons for
Reports contents are difficult to understand
5.00
3.00
.092
2.71 6.440
3.75
not Using
Not interested in governmental units affairs
3.00
3.75
3.00 2.71 2.872
.412
Financial
Do not have the time to read financial reports
3.00
3.00
.386
3.57 3.039
3.00
Reports
Information included are not useful
3.00 2.29 6.031
.110
3.00
3.75
Not allowed to examine financial reports
3.00
5.00
.179
2.86 4.910
3.75
Not relevant to my job
5.00 4.43 3.163
5.00
.367
3.75
Received too late to be of any use
3.00
.105
2.86 6.137
3.25
5.00
Inconsistent format and data
1.179
3.00
.758
2.86
3.00
3.25
Reports overwhelmed with complexity
.239
3.00
2.86 4.215
3.25
5.00
1 = Private sector UAE (N=10), 2=Public sector UAE (N=20), 3 = Private sector outside UAE (N=7), 4=Public
sector outside UAE (N=34).
*Mean = minimum 1 strongly disagree, maximum5 strongly agree
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6.5.9 According to Level of Education
Sub-hypothesis nine:
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to respondent's level of
qualification.
The results indicated in table 6-12 report that there are no significant
differences at the 5% level in the respondents' perceptions regarding the
dimensions as represented by Kruskal-Wallis One-way ANOVA Test and as can
be seen by Chi-square values attributed to the level of qualification except for the
respondents' perceptions toward the Ministerial Council (the Cabinet) as a
primary user of these reports where Chi-square value (12.48) indicates differences
at (P = 0.028 for the benefit of the Diploma and the Ph.D. holders).
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Table 6-12: Kruskal-Wallis One-way ANOVA in respect to level of education
Dimensions

Items
1
4.08

2
4.80

Evaluating importance of financial reports
with respect to decision-making
Evaluating importance of financial reports
4.15 3.80
Using/reading financial reports
4.25 4.33
Day-to-day management purposes
3.75 4.00
Uses of
Inspection and auditing purposes
4.38 3.67
Financial
Budget administration purposes
Reports
3.63 4.33
Planning purposes
3.75 4.33
Activities cost determination purposes
3.50 4.33
General interest
3.38 3.67
Evaluation of Reports issued on time
3.88 3.33
Reports are interesting to read
Financial
3.13 3.00
Reports
Reports are easily understood
3.25 3.33
Reports meet user's requirements
3.75 3.67
Benefits exceed costs of preparation
3.25 3.67
Help compare between governmental units
3.63 4.00
Help compare with previous years
4.25 3.67
Contain consistent data and information
3.25 3.33
Highlight key financial data
Ways of
4.25 3.33
Improving
More timely reports
3.38 4.00
Financial
More relevant to my job
4.13 3.67
Reports
More consistent report format
3.25 4.00
More accurate data
3.50 4.33
More regular reports
3.50 4.00
Users of
Internal administration of the unit
3.88 4.33
Financial
Other governmental units
3.50 4.33
Reports
State Audit Institution
4.50 5.00
Federal National Council
3.50 4.33
Ministerial Council (the Cabinet)
3.25 5.00
Financial and media analysis
3.13 3.67
Creditors and debtors
3.13 3.33
Beneficiaries of services
3.00 3.33
General public
2.75 3.33
Reasons for
Reports contents are difficult to understand 4.00 3.00
not Using
Not interested in governmental units affairs 3.80 3.00
Financial
No time to read financial reports
3.00 3.00
Reports
Information included are not useful
3.40 3.00
Not allowed to examine financial reports
3.40 3.00
Not relevant to my job
4.00 4.50
Received too late to be of any use
3.20 3.00
Inconsistent format and data
3.00 3.00
Reports overwhelmed with complexity
3.60 3.00
1= Secondary education certificate (N=13), 2= Diploma (N=5), 3= University
5= Master's Degree (N=7), 6= Ph. D (N=6).
*Mean = minimum 1 strongly disagree, maximumS strongly agree
Importance
of Financial
Reports
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Subgroups/*
3
4
4.65 4.20
4.38
4.02
3.68
4.09
3.97
4.06
3.98
3.42
3.89
3.29
3.79
3.71
3.48
3.94
4.21
3.55
4.23
4.32
4.05
3.94
4.09
4.12
3.98
3.68
4.59
3.92
4.09
3.85
3.30
3.14
2.62
2.72
2.78
2.72
2.56
3.06
3.17
2.89
2.72
2.89
degree

4.00
3.86
3.43
3.43
3.86
4.43
3.71
3.86
3.71
3.43
3.71
4.00
3.71
4.43
4.71
3.43
4.43
4.43
4.14
4.14
4.57
4.71
4.43
3.43
4.57
3.57
3.86
4.14
3.43
3.29
2.43
2.67
3.33
3.33
2.67
2.67
4.67
3.00
3.33
3.33
(N=84),

5
4.71

6
4.33

Chisqr
7.229

Pvalue
.204

4.43 4.50 2.649 .754
3.50 3.00 4.382 .496
3.50 3.50 1.414 .923
3.67 4.00 6.252 .282
3.67 4.00 2.332 .802
3.50 5.00 5.275 .383
3.33 4.50 4.841 .436
3.83 3.50 4.143 .529
3.67 3.50 2.147 .828
3.33 3.50 1.609 .900
3.67 4.50 5.865 .320
3.83 4.00 .713
.982
4.00 3.50 1.819 .874
4.33 4.50 5.592 .348
4.33 4.50 4.465 .485
3.67 3.50 1.610 .900
3.83 5.00 8.342 .138
4.33 3.50 9.830 .080
3.50 4.00 3.133 .679
3.50 4.00 7.606 .179
3.83 5.00 10.05 .074
3.83 4.50 9.213 .101
4.00 4.50 3.804 .578
3.83 4.50 5.842 .322
4.50 5.00 2.232 .816
4.67 4.50 7.876 .163
4.33 5.00 12.48 .029
4.33 4.50 9.284 .098
3.50 4.00 1.566 .905
3.00 4.00 1.689 .890
3.33 1.50 9.499 .091
3.00 2.75 7.771 .169
3.00 2.25 7.716 .173
3.00 3.75 5.849 .321
3.00 2.00 6.062 .300
3.00 3.00 1.071 .957
3.00 4.50 6.756 .239
.992
3.00 2.75 .490
3.00 2.50 4.594 .467
3.00 2.50 5.175 .395
4= Advance Diploma (N=10),

6.5.10 According to the Place of Graduation
Sub-hypothesis ten:
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to respondent's place of
graduation.
The results indicated in table 6-13 that there are no significant differences at
the 5% level in the respondents' perceptions with respect to importance, uses,
characteristics, ways of improvement, users and reasons for not using financial
reports, as Kruskal-Wallis One-way ANOVA Test reveals by reporting Chisquare values, attributed to place of graduation except for the respondents'
perceptions toward considering these reports interesting to read. Chi-square value
(10.107) indicates differences at P = 0.039 for the benefit of the respondents who
obtained their qualification from USA. The results also reveal significant
differences in the third reason (Do not have the time to read financial reports)
where Chi-square (7.910) was significant at P = 0.048 for the benefit of UK
graduates as revealed by the mean values.
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Table 6-13: Kruskal-Wallis One-way ANOVA in respect to country of graduation
Dimensions

Item

Evaluating importance of financial reports
with respect to decision-making
Evaluating importance of financial reports
Using/reading financial reports
Day-to-day management purposes
Uses of
Inspection and auditing purposes
Financial
Budget administration purposes
Reports
Planning purposes
Activities cost determination purposes
General interest
Reports issued in time
Evaluation
of Financial
Reports are interesting to read
Reports
Reports are easily understood
Reports meet user's requirements
Benefits exceed costs of preparation
Help compare between governmental units
Help compare situation with previous years
Contain consistent data and information
Ways of
Highlight key financial data
Improving
More timely reports
Financial
More relevant to my job
Reports
More consistent report format
More accurate data
More regular reports
Users of
Internal administration of the unit
Financial
Other governmental units
Reports
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysis
Creditors and debtors
Beneficiaries of services
General public
Reasons for
Reports contents are difficult to understand
not Using
Not interested in governmental units affairs
Financial
Do not have the time to read financial reports
Reports
Information included are not useful
Not allowed to examine financial reports
Not relevant to my job
Received too late to be of any use
Inconsistent format and data
Reports overwhelmed with complexity
1= UK (N=4), 2= USA (N=7), 3= GCC Countries (N=54),
Countries (N=58).
Importance
of Financial
Reports

1
4.50

4.50 4.57 4.17
5.00
3.00
3.67
4.00 4.00
3.33
3.67
3.69 4.00
3.67 4.00 4.25
4.50
3.67 4.00 4.03
4.50
3.67
5.00 4.14
5.00
3.67 4.67
4.17 4.50
3.67 3.33
3.50 4.50
4.00 4.33
3.81
4.00
3.33
3.00 3.25 4.00
2.67 4.67 3.86 4.00
3.33
3.67 3.50
4.67
4.00 4.00
3.39 4.50
4.00 4.67
3.81
4.50
4.00 4.67 4.17 4.50
3.33 4.00
3.44 4.00
4.00 4.67 4.22
5.00
3.67 3.67 4.22 4.50
4.00
4.17
3.67
5.00
3.94
5.00
4.00 3.67
4.17
5.00
3.67 4.33
4.33
4.11
4.50
3.33
3.92 4.50
4.00 4.67
4.00 4.67 3.61
4.50
4.67
4.53
5.00
4.33
4.50
4.33
4.67 3.81
5.00
4.33
4.67 4.00
3.69 4.50
4.00 4.33
3.36 2.00
3.67 4.00
3.19 2.00
3.67
3.33
2.58
1.50
3.33
2.33
3.00 2.50 2.78
2.94
3.00 2.00
2.72
5.00
3.50
3.00 2.00 2.56
2.78
3.00 3.25
3.22
5.00 3.75
2.89
2.50
3.00
2.78
3.00
2.25
2.94
3.00 2.25
4= Other European Countries

*Mean - minimum 1 strongly disagree, maximumS strongly agree
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Subgroups/*
2
3
4
4.71
4.48
5.00

5
4.59

Chisqr

Pvalue

1.947

.745

4.38
4.04
3.65
3.85
3.83
3.92
3.65
3.44
3.81
3.29
3.63
3.79
3.52
4.06
4.29
3.52
4.15
4.27
3.88
3.77
4.00
4.10
4.06
3.65
4.65
3.94
4.02
3.90
3.29
3.13
2.75
3.40
3.30
3.00
3.10
3.50
4.30
3.20
3.10
3.40
(N=2),

4.807
3.498
1.312
5.882
2.017
7.217
8.718
4.197
.897
2.327
10.107
4.350
3.635
4.733
1.226
2.746
4.039
3.899
5.936
4.643
4.381
3.300
3.925
7.042
1.327
3.579
3.914
3.149
4.076
2.829
7.582
6.153
7.490
7.915
6.944
2.574
4.744
2.424
6.623
6.906
5= Other

.308
.478
.859
.208
.733
.125
.069
.380
.925
.676
.039
.361
.458
.316
.874
.601
.401
.420
.204
.326
.357
.509
.416
.134
.857
.466
.418
.533
.396
.587
.108
.104
.058
.048
.074
.462
.192
.489
.085
.075
Arab

6.5.11 According to a Qualification in Financial Studies or Accounting
Sub-hypothesis eleven:
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to qualification in financial studies
or accounting.
There are no significant differences at the 5% level, as indicated by the
results included in table 6-14, in the respondents' perceptions with regard to the
dimensions attributed to the attainment of a qualification in financial studies or
accounting as Mann-Whitney Test reveals by U-values.

263

Table 6-14: Mann-Whitney test in respect to financial qualification
Dimensions

Items

Evaluating importance of financial reports
with respect to decision-making
Evaluating importance of financial reports
Using/reading financial reports
Day-to-day management purposes
Uses of
Inspection and auditing purposes
Financial
Reports
Budget administration purposes
Planning purposes
Activities cost determination purposes
General interest
Evaluation of Reports issued in time
Financial
Reports are interesting to read
Reports
Reports are easily understood
Reports meet user's requirements
Benefits exceed costs of preparation
Help compare between governmental units
Help compare situation with previous years
Contain consistent data and information
Ways of
Highlight key financial data
Improving
More timely reports
Financial
More relevant to my job
Reports
More consistent report format
More accurate data
More regular reports
Users of
Internal administration of the unit
Financial
Other governmental units
Reports
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysis
Creditors and debtors
Beneficiaries of services
General public
Reasons for
Reports contents are difficult to understand
not Using
Not interested in governmental units affairs
Financial
Do not have the time to read financial reports
Reports
Information included are not useful
Not allowed to examine financial reports
Not relevant to my job
Received too late to be of any use
Inconsistent format and data
Reports overwhelmed with complexity
l=Yes(N=54),2=No(N=71).
*Mean = minimum 1 strongly disagree, maximum5 strongly agree
Importance
of Financial
Reports
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Subgroups/*
1
2
4.59
4.52

U

PValue

1911.000

.972

4.43
4.16
3.72
4.12
4.02
4.02
3.98
3.44
3.96
3.28
3.70
3.66
3.36
3.94
4.18
3.48
4.20
4.30
4.02
3.88
4.08
4.08
4.02
3.64
4.48
3.82
4.04
3.72
3.38
3.10
2.64
2.25
3.50
2.50
2.25
2.00
2.50
2.25
2.75
2.50

1731.500
869.500
966.500
921.000
938.000
992.500
967.500
952.000
892.500
1035.500
1009.500
941.000
831.500
983.500
972.500
989.000
1046.500
929.000
1022.000
1047.000
1040.000
1015.500
1031.500
958.000
882.500
909.000
1025.000
874.000
954.000
966.500
1042.000
31.000
31.000
43.000
39.500
27.000
29.000
40.500
56.000
51.000

.308
.134
.488
.283
.354
.628
.495
.395
.198
.903
.736
.369
.072
.581
.510
.602
.976
.307
.816
.980
.934
.774
.876
.440
.092
.233
.833
.146
.428
.483
.944
.089
.089
.345
.259
.070
.097
.272
.895
.661

4.23
3.76
3.60
3.90
3.81
4.10
3.81
3.55
3.69
3.29
3.76
3.86
3.71
4.05
4.33
3.55
4.21
4.12
4.00
3.86
4.10
4.12
4.05
3.76
4.74
4.07
4.10
4.00
3.26
3.21
2.69
3.03
2.86
3.03
2.72
3.21
3.83
3.03
2.83
3.07

6.5.12 According to the Type of Financial or Accounting Qualification
Sub-hypothesis twelve:
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to financial or accounting
qualification.
The results of Kruskal-Wallis One-way ANOVA Test included in table 6-15
reports no significant differences at the 5% level in the respondents perceptions
attributed to the type of the financial or accounting qualification except for using
financial reports for planning purposes where Chi-square 5.981 significant at the
5% level. The values indicate that these differences were for the benefit of the
respondents who attained a qualification in business administration because this
group is the one that uses the reports for planning purposes since most of them are
directors. Chi-square value (6.294) also indicates significant differences at P =
0.043 with respect to the fifth characteristic (Benefits exceed costs of
preparation); these differences were in favour of the respondents with a
qualification in business administration.
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Table 6-15: Kruskal-Wallis One-way ANOVA in respect to financial qualification
Dimensions
Importance
of Financial
Reports
Uses of
Financial
Reports

Evaluation
of Financial
Reports

Ways of
Improving
Financial
Reports

Users of
Financial
Reports

Reasons for
not Using
Financial
Reports

Items
Evaluating importance of financial reports
with respect to decision-making
Evaluating importance of financial reports
Using/reading financial reports
Day-to-day management purposes
Inspection and auditing purposes
Budget administration purposes
Planning purposes
Activities cost determination purposes
General interest
Reports issued in time
Reports are interesting to read
Reports are easily understood
Reports meet user's requirements
Benefits exceed costs of preparation
Help compare between governmental units
Help compare situation with previous years
Contain consistent data and information
Highlight key financial data
More timely reports
More relevant to my job
More consistent report format
More accurate data
More regular reports
Internal administration of the unit
Other governmental units
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysis
Creditors and debtors
Beneficiaries of services
General public
Reports contents are difficult to understand
Not interested in governmental units affairs
Do not have the time to read financial reports
Information included are not useful
Not allowed to examine financial reports
Not relevant to my job
Received too late to be of any use
Inconsistent format and data
Reports overwhelmed with complexity

1
4.58
4.42
4.25
3.78
4.03
4.03
3.86
3.94
3.33
3.92
3.14
3.56
3.53
3.19
3.86
4.03
3.36
4.14
4.22
3.97
3.78
4.00
3.97
3.92
3.58
4.36
3.67
3.92
3.58
3.36
3.03
2.56
1.50
3.00
1.50
1.50
1.00
1.00
1.00
1.50
1.00

Subgroups/*
2
3
4.69 4.33
4.46
3.82
3.55
4.36
3.91
4.64
4.36
3.82
4.09
3.55
4.09
4.00
4.09
4.27
4.55
3.73
4.45
4.64
4.09
4.27
4.36
4.36
4.36
4.00
4.73
4.36
4.36
4.18
3.45
3.36
2.82
3.00
4.00
3.50
3.00
3.00
4.00
3.50
4.00
4.00

4.33
4.33
3.67
4.33
4.33
3.67
3.00
3.33
4.00
4.00
4.00
4.00
2.67
3.67
4.67
4.00
4.00
4.00
4.33
3.67
4.00
4.33
4.00
3.00
5.00
3.67
4.33
3.67
3.33
3.00
3.00
-

Chi
sqr
1.261

PValue
.532

.224
1.585
.647
1.203
.563
5.981
5.036
3.519
.401
3.579
3.969
3.310
6.294
1.902
4.010
2.484
1.236
2.710
.506
3.052
1.674
2.502
2.647
4.040
3.528
4.025
2.124
3.420
.381
1.335
1.728
1.500
1.000
2.400
1.500
2.667
3.000
2.667
2.667
3.000

.894
.453
.723
.548
.755
.050
.081
.172
.818
.167
.137
.191
.043
.386
.135
.289
.539
.258
.111
.217
.433
.286
.266
.133
.171
.134
.346
.181
.827
.513
.422
.221
.317
.121
.221
.102
.083
.102
.102
.083

1= Accounting degree (N=38), 2= Business studies degree (N=13), 3= Certified Public Account (N=3).
*Mean = minimum 1 strongly disagree, maximum5 strongly agree
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6.5.13 According to Special Training in Performance Measurement
Sub-hypothesis thirteen:
There are significant differences in the respondents, perceptions toward
financial reports (importance, uses, characteristics, ways of improvement, users
and reasons preventing their usage) attributed to special training in performance
measurement.

Table 6-16, indicates that significant differences exist at the 5% level in the
respondents' perceptions regarding the importance of financial reports in decisionmaking and the extent to which they are used or read according to special training
in performance measurement. These differences, as can be seen from the mean
values, are to the benefit of the respondents who had special training in
performance measurement. This finding might be due to the fact that these
training courses include issues that illustrate the importance of financial reports
for governments units in general, and eventually increase the employee's
awareness in decision-making and the extent of using them.
Furthermore, the results also reveal significant differences at the 5% level
about using the financial reports for day-to-day management and budget
administration purposes where the mean values suggest that they are for the
benefit of those who had special training in performance measurement. With
respect to the rest of the uses, there are no significant differences at the 5% level
attributed to special training in performance measurement.
As for the rest of the reports characteristic, there are significant differences
in the respondents' with special training perceptions about reports issues in time,
reports are interesting to read, help compare governmental units, help compare
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situation with previous years and contain consistent data and information. The LJvalue for these characteristics is significant at P at the 5% level and the mean
values indicate that these differences are for the benefit of the respondents with a
special training. However, there are no differences at the 5% level concerning the
rest of the characteristics.
With respect to the ways of improving financial reports, the results, as
shown by U-values, indicate significant differences at P at the 5% level Highlight
of Key financial data, more consistent report format and more accurate data as
way of improving financial reports. These differences are for the benefit of the
respondents with special training as can be seen from the mean values.
Furthermore, there are no significant differences regarding the rest of the ways of
improving financial reports at the 5% level.
Moreover, the results reveal significant differences at the 5% level in the
respondents' perceptions toward financial reports users such as the internal
administration of the unit and Ministerial Council (the Cabinet). These differences
are for the benefit of the respondents with special training as revealed by the mean
values.
However, there are no significant differences at the 5% level with respect to
the rest of users as indicated by Mann-Whitney Test results.
Finally, with regard to the reasons for not using financial reports, there are
no significant differences at the 5% level as represented by Mann-Whitney Test
results except for the last reasons, i.e., reports are overwhelmed with complexity
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where U-value (17.50) is significant at P = the 5% level. These differences are in
favour of the respondents with a special training as provided by the mean values.
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Table 6-16: Mann-Whitney test in respect to special training in performance measurement
Dimensions

Items

Evaluating importance of financial reports with
respect to decision-making
Evaluating importance of financial reports
Using/reading financial reports
Uses of Financial Day-to-day management purposes
Reports
Inspection and auditing purposes
Budget administration purposes
Planning purposes
Activities cost determination purposes
General interest
Reports issued in time
Evaluation of
Financial Reports Reports are interesting to read
Reports are easily understood
Reports meet user's requirements
Benefits exceed costs of preparation
Help compare between governmental units
Help compare situation with previous years
Contain consistent data and information
Ways of
Highlight key financial data
Improving
More timely reports
Financial Reports More relevant to my job
More consistent report format
More accurate data
More regular reports
Users of
Internal administration of the unit
Financial Reports Other governmental units
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysis
Creditors and debtors
Beneficiaries of services
General public
Reasons for not
Reports contents are difficult to understand
Using Financial
Not interested in governmental units affairs
Reports
Do not have the time to read financial reports
Information included are not useful
Not allowed to examine financial reports
Not relevant to my job
Received too late to be of any use
Inconsistent format and data
Reports overwhelmed with complexity
1= Yes (N=35), 2=No (N=90).
*Mean = minimum 1 strongly disagree, maximumS strongly agree
Importance of
Financial Reports
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Subgroups/*
1
2
4.71
4.49

1259.000

PValue
.038

4.60
4.47
3.91
4.16
4.19
4.31
4.13
3.59
4.28
3.53
3.94
3.84
3.72
4.31
4.59
3.75
4.47
4.38
4.25
4.16
4.41
4.31
4.28
3.75
4.84
3.97
4.34
3.81
3.34
3.12
2.50
2.33
3.00
3.67
2.33
2.33
3.67
3.33
3.00
4.00

1122.000
558.000
731.500
810.500
730.000
749.000
773.500
832.000
582.500
712.000
760.500
858.500
787.000
631.500
649.500
673.000
661.500
821.000
746.500
683.000
645.500
747.000
694.500
892.000
732.500
906.500
717.000
927.000
957.000
949.000
801.500
22.500
42.500
18.500
31.500
22.000
38.000
31.000
39.500
17.500

.006
.000
.047
.194
.046
.063
.107
.245
.001
.029
.083
.382
.137
.004
.006
.010
.009
.219
.064
.016
.006
.063
.020
.550
.017
.636
.032
.775
.979
.923
.143
.108
.858
.058
.350
.127
.649
.318
.679
.050

4.20
3.72
3.53
3.95
3.78
3.92
3.78
3.43
3.60
3.15
3.62
3.70
3.42
3.82
4.07
3.38
4.07
4.13
3.88
3.72
3.92
3.98
3.90
3.67
4.47
3.92
3.92
3.87
3.32
3.17
2.75
3.00
2.93
2.90
2.70
3.13
3.67
2.90
2.80
2.90

U

6.6 Hypothesis 2
There are significant differences in the perceptions of the respondents
attributed to the governmental unit they work for.

Table 6-17 presents the results of Kruskal-Wallis One-way ANOVA Test
related to the measurement of the differences between the respondents'
perceptions toward the financial reports with regard to the government unit in
which each respondent works, There are differences regarding the importance of
financial reports for the unit where Chi-square (15.635) significant at P=0.029.,
while the mean values indicate that these differences are in favour of the
respondents working at the ministry of Finance and Industry this results might be
based on the fact that the financial reports are directly connected to this ministry
including those issued by other ministries. However, there are no significant
differences with regard to the rest of the dimensions in the importance.
Furthermore, the results do not indicate significant differences at the 5%
level with regard to the uses of the financial reports as reported by Kruskal-Wallis
One-way ANOVA Test results included in table 6-17.
As for the characteristics of the financial reports, the results do not indicate
significant differences at the 5% level except for the eighth characteristic (Contain
consistent data and information) where Chi-square (16311) significant at P =
0.022 while the mean values report that these differences are in favour of
respondents in the ministry of planning. However, there are no significant
differences at the 5% level regarding the rest of the characteristics of the financial
reports.
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Although the results do not indicate significant differences at the 5% level
regarding how of financial reports should be improved, they reveal significance
differences at P < 0.05 with respect to three of the users. Chi-square (33.63) was
significant at P = 0.001 between the respondents toward creditors and debtors as
users of financial reports; these differences are for the benefit of the respondents
at the Ministry of Labour and Social Affairs. There are also significant differences
at P = 0.003, as can be seen by Chi-square value (21.469), regarding the
respondents' perceptions toward beneficiaries of services as possible users. These
differences are in favour of respondents in the ministry of Economy and
Commerce as represented by the mean values. Finally, the results indicate
significant differences regarding the general public as users of the financial
reports where Chi-square value (19.566) is significant at P = 0.007 and the mean
values indicate that the differences are in favour of respondents in Ministry of
Labour and Social Affairs.
With regard to the reasons for not using the financial reports, the results do
not indicate significant differences at the 5% level except for the sixth reason (Not
relevant to my job). Chi-square value (12.95) is significant at P = 0.044 and the
mean values suggest that these differences are for the benefit of respondents in the
Ministry of Planning.

272

Table 6-17: Kruskal-Wallis Onewav ANOVA in respect to ministry
PItems
Subgroups/*
Chi
value
Sqr
1
7
3
6
2
5
8
4
Evaluating importance of financial reports with respect to decision-making
112
4.47 4.25 4.33 4.73 4.57 4.70 4.29 4.89 11.666
Importance of
Evaluating
importance
of
financial
reports
.029
4.24
4.40
15.635
4.06
4.68
4.00
4.00
4.14
4.73
Financial Reports
Using/reading financial reports
.159
3.90 3.40 4.00 4.13 3.63 3.93 3.83 4.50 10.563
Day-to-day management purposes
.694
3.20 3.50 4.00 3.93 3.63 3.40 3.83 3.83 4.724
Uses of Financial
Inspection and auditing purposes
.052
3.90 4.10 4.25 4.53 4.13 3.53 3.50 4.28 13.941
Reports
Budget
administration
purposes
.243
4.30 3.60 4.25 4.07 4.00 3.60 3.50 4.22 9.134
Planning purposes
.440
4.20 4.20 4.00 3.87 4.13 4.47 3.75 3.89 6.894
Activities cost determinationj>urposes
4.30 3.70 4.25 3.93 4.50 3.93 3.42 3.72 11.153
.132
General interest
3.70 3.40 3.75 3.53 3.50 3.53 3.58 3.22 5.212
.634
Reports issued in time
3.90 3.50 4.25 3.87 3.63 4.00 3.17 4.28 10.983
.139
Evaluation of
Reports are interesting to read
3.20 3.10 3.75 3.53 3.00 3.40 2.92 3.39 5.925
.548
Financial Reports
Reports are easilyjonderstood
3.30 3.50 3.50 4.07 3.50 3.93 3.75 3.78 7.379
.390
Reports meet user's requirements
3.40 3.60 3.75 3.87 3.75 4.20 3.33 3.83 8.992
.253
Benefits exceed costs of preparation
2.90 3.70 4.25 3.53 3.38 4.07 3.25 3.39 9.716
.205
Help compare governmental
units
3.70
3.70
4.00
4.00
4.33
4.13
3.58
9.173
4.22
.240
Help compare situation witiYprevious years
3.70 4.50 4.25 4.20 4.25 4.80 3.83 4.28 12.620
.082
Contain consistent data and information
3.40 3.60 3.50 3.27 3.13 3.93 3.08 3.83 16.311
.022
Highlight key financial data
4.20 4.30 4.25 4.00 4.13 4.27 4.25 4.28
.985
1.416
Ways of Improving
More timely reports
4.50 4.10 4.25 3.93 4.25 4.20 4.42 4.22 3.264
.860
Financial Reports
More relevant to my job
3.80
3.60
4.50
4.60
3.92
4.07
3.63
3.94
12.427
.087
More constant report format
3.80 3.80 4.50 3.93 3.50 3.93 3.75 3.94 4.673
.700
More accurate data
4.10 4.40 4.25 4.00 3.88 4.00 3.92 4.22 3.445
.841
More
regular
reports
4.20
4.10
4.00
4.13
4.17
4.20
3.75
4.06
2.298
.942 rInternal administration of the unit
3.90 4.10 3.75 4.13 4.13 4.20 3.58 4.17 7.019
.427 01
Users of Financial
Other governmental units
3.70
3.50
3.75
4.00
3.88
3.80
3.25
7.618
3.67
.368
Reports
State Audit Institution
4.70 4.70
4.50
4.47
4.75
4.60
4.58
4.56
.564
.999
Federal National Council
4.00 4.00 4.00 4.13 4.38 4.13 3.17 3.83 9.693
.207
Ministerial Council (the Cabinet)
4.30 4.10 4.00 4.20 4.50 4.13 3.33 4.06 10.111
.182
Financial and media analysis
3.90
4.25
3.90
3.80
4.40
3.75
3.58
3.50
10.777
.149
Creditors and debtors
4.20 3.00 2.50 3.73 3.75 3.80
3.00
2.50
33.630
.000
Beneficiaries
of
services
3.50
3.10
2.50
4.00
3.40
3.47
2.67
2.61
21.469
.003
General public
3.30 2.40 2.00 3.00 2.38 2.80 2.25 2.61 19.566
.007
Reports contents are difficult to understand
3.60
3.00
2.80
3.00
Reasons for not
2.40
2.80
3.00
6.827
.337
Not interested in governmental units affairs
3.00 3.67 2.80
2.83
2.80
2.40
3.00
8.324
.215
Using Financial
Do not have the time to read financial reports
3.20 2.67 3.00
3.00 3.40
2.60
3.00
3.534
.740
Information included are not useful
Reports
3.00
2.83
3.00
2.33
2.40
2.40
3.00
5.094
.532
Not allowed to examine financial reports
3.40 2.83
2.60
3.50
3.00
3.40
1.00
6.511
.368
Not relevant to my job
3.80 3.50 4.20
4.00
4.80
2.20
1.00
12.950
.044
Received too late to be of any
use
3.20
2.67
3.40
3.00
2.80
2.60
3.00
4.814
.568
Inconsistent format and data
2.80 2.83 3.00
3.00
2.80
2.40
3.00
4.065
.668
Reports overwhelmed with complexity
3.20 3.00 3.40
3.17 2.80 2.40 3.00 5.147
.525
l=Ministry of Labour & Social Affairs (N=15), 2= Ministry of Education (N=16), 3= Ministry of Information & Culture (N=9), 4= Ministry of Health (N=15), 5= Ministry
of Economic & Commerce (N=14), 6= Ministry of Planning (N=20), 7= Ministry of Public works & Housing (N=17), 8= Ministry of Finance and Industry (N=19).
*Mean= (minimum =1 Strongly Disagree; Maximum = 5 Strongly Agree

6.7 Conclusion
Several issued related to government financial reports were examined in this
chapter. These were: the importance of government financial reports in the UAE,
frequency and purposes of using government financial reports, the quality of
government financial reports, the ways of improving government financial
reports, the external potential users of government financial reports, and the
reasons that prevent the users from reading or using government financial reports
in the UAE. The respondents views were analysed based on two approaches.
Firstly, by using descriptive techniques, such as percentages, mean, mode, and
standard deviation.
Secondly, the difference of opinions were examined by non-parametric techniques
by grouping the respondents based on their demographic features, such as age,
gender, nationality, job position, years of work, previous work experience, level
of education, special training in performance measurement and place of work.
On the importance of government financial reports for decision- making, most of
the respondents consider that they are very important. On the frequency of using
government financial reports, the results indicate that it appeared slightly high
(overall mean 3.98 on 5 point scale) although it was discovered that twenty
directors and head of departments out of sixty-two do not use or read these
reports. On the uses of government financial reports, respondents consider that
inspection and auditing purposes and planning purposes were the most respondent
uses of these reports. On the evaluation of government financial reports, it was
found that the overall results were satisfactory, although, the majority of the
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respondents agree about the suggestions made by the study to improve
government financial reports. On the users of government financial reports, it was
observed that the SAI, the Cabinet and internal administration of the units were
the primary users of these reports. The concept of external use by general public is
yet to be recognized in the UAE. The main reasons that prevent users from
reading or using government financial reports are that reports are not relevant to
respondents job and the respondents are not allowed to examine these reports.
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Chapter Seven
Analysis of Findings Relating to
Performance Measurement

7.1 Introduction
»

The preceding chapter dealt with analysis of the results related to
respondents' demographic features and the results related to financial reports in
UAE. This chapter is specially dedicated to analysing and examining the findings
related to performance measurement and performance measurement auditing in
the UAE.
Responses to part 2 of the Ministries' Questionnaire are analysed in section 7.2;
and responses to part 1 of the SAI Questionnaire, which are related to
performance measurement auditing, are examined in section 7.3.
These two parts of the questionnaires were specially designed to identify:
i.

respondents

views on the perceived importance of non-financial

information for

decision-making and accountability in

public sector

units;
ii.

the kind of non-financial information produced by government units;

iii.

the range of purposes for which respondents use performance
measurement information and to see if there is any similarity in these
purposes across the different user groups;

iv.

methods of comparing performance of government units in the UAE
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v.

respondents perceptions of the quality of non-financial information reports
such as: understandability, comprehensibility, timely, relevancy, cost of
preparation, comparability and consistency;

vi.

ways of improving non-financial reports in the UAE,

vii.

external and internal users of non-financial reports; and finally,

viii.

reasons for not carrying out performance measurement in the public sector
of the UAE.
Non-parametric tools where used to examine the significance of

differences across different categories of respondents. As with chapter six the
main statistical tools employed are Kruskal- Wallis One-Way ANOVA and Mann
Whitney tests.
This chapter is organised as follows:
•

Section 7.2 analyses findings related to performance measurement in the
Ministries

•

Subsection 7.2.1 analyses the important of non-financial information in the
UAE Ministries.

•

Subsection 7.2.2 analyses methods of comparing service delivery and actual
performance.

•

Subsection 7.2.3

examine the reasons for conducting performance

measurement.
•

Subsection 7.2.4 highlights the users of performance measurement reports.

•

Subsection 7.2.5 investigate reasons for not carrying out performance
measurement.
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•

Subsection 7.2.6 analyses the third hypothesis: There are significant
differences in the Ministries respondents' perceptions regarding performance
measurement (methods, reasons, users and reasons for not carrying out)
attributed to respondents' demographic features (age, gender, nationality,
...etc.)
Subsection 7.2.7 examines the fourth hypothesis: There are significant

differences in the Ministries respondents' perceptions toward performance
measurement (methods of comparison, reasons of measurement, users and
reasons for not carrying out performance measurement) attributed to the
ministries respondents work for.
•

Section 7.3 examines findings related to performance measurement auditing
inSAI

•

Subsection 7.3.1 concentrates on examining the importance of performance
auditing in the UAE.

•

Subsection 7.3.2 examines the reasons for undertaking performance auditing

•

Subsection 7.3.2 investigates ways and procedures undertaken by SAI to
measure performance of government units in the UAE

•

Subsection 7.3.3 concentrates on analysing the quality of performance audit
reports.

•

Subsection 7.3.4 focuses on examining the ways of improving performance
audit reports as perceived by the respondents.

•

Subsection 7.3.5 focuses on the external potential users of performance audit
reports in the UAE.
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Subsection 7.3.6 analyses the probable reasons that prevent SAI from auditing
government units in the UAE.
Subsection 7.3.7 investigates the internal potential users of performance audit
reports.
Subsection 7.3.8 testes the fifth hypothesis: There are significant differences
in respondents' perceptions regarding performance auditing of governmental
units attributed to respondents demographic features.
Section 7.4 provides a summary of the findings in this chapter.

7.2 Findings Related to Performance Measurement in the
Ministries
This section analyses and discusses the result related to part 2 of the
Ministries questionnaire, which is related to performance measurement, through
answering five research questions and examining two major hypotheses.

7.2.1 The Importance of Non-Financial Information Related to
Economy, Efficiency and Effectiveness
Research question 7
What are the perceptions of the group of employees in government
ministries toward the importance of non-financial information related to
economy, efficiency and effectiveness in achieving the goal/strategic objective of
ministry?
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The main purpose of this question is to determine the importance of nonfinancial information to having clearly defined strategic and operational
objectives, evaluating the importance of non-financial information related to
performance measurement, determining whether governmental units carry out
performance measurement, determining the kind of information produced by
governmental unit and determining the internal and external units responsible for
carrying out performance measurement.
Table 7-1 indicates that 70.4% of the respondents believe that the unit
they work for has clearly defined strategic and operational objectives, whereas
eighteen respondents (14.4%) do not believe so. One respondent, with regard to
the importance of information in terms of decision-making in the light of clearly
defined objectives, purports that this information is unimportant while the
majority (92%) believe that this information is important. Similarly, the majority
(95.2%) of the respondents agree that it is necessary to measure performance of
governmental units while 2.4% do not agree and 2.4% are indifferent.
As for the necessity of providing non-financial information to achieve
accountability, the results report that 93.6% believe it is necessary to provide
such information, including 92.8% who regard this important. However, 7.2% of
the respondents were not able to decide whether it is necessary or not.
In addition, 64% of the respondents state that the units in which they work
undertake performance measurement relating to units activities while 30.4%
purport that the units do not do so. With respect to the periods of carrying out
performance measurement, results indicate that 63% of the respondents believe
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this is done annually, 16% every month, 13.6% every six months whereas 7.4%
claim it is done randomly (ad hoc).
Regarding the kind of information produced by governmental unit on
performance measurement, 63.2% of the respondent regard the information
presented by the governmental units as effectiveness measures, 35% regard it as
efficiency measures while the least information about performance presented by
the governmental units are related to economy measures as 28.8% of the
respondents claim.
Results indicate that 53.8% of the respondents believe that the internal
unit responsible for carrying out performance measurement in a governmental
unit is the senior office manager, 28.8 claim it is the internal financial department,
while it is the internal committee as 11.3% purport and the internal audit
department as stated by 6.3%. Regarding the external unit, results reveal that 42%
of the respondents consider the external financial department as the external unit
responsible for carrying out performance measurement, the external audit
department was indicated by the same percentage while 16% claim it is the
internal committee.
Regarding the reasons for performing performance measurement, the
results report that 55% of the respondents believe that performance measurement
is conducted on the basis of an internal administrative decision, 27.5% consider
this done based on an external audit decision (SAI), whereas, fourteen
respondents (17.5%) claim it is done when requested by external circular or
dictate.
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Finally, 61.3% of the respondents claim that the performance of the
governmental unit they work for is measured. However, 18.8% believe
performance is not measured.
To sum up, the findings of this study clearly indicate that the respondents
perceive that the need for non-financial information arises from the following two
objectives:
i.

improving performance and;

ii.

achieving and strengthening accountability.

Many authors such as Jackson et al (1991), Timney (1994), Van Danker
(1994), Holtham (1995), Stewart and Walsh (1995), Bouckaert (1996), Greiner
(1996), and Hyndman and Anderson (1998) believe that the need of information
relating to performance measurement arises from internal and external factors.
Internally, performance measurement information can be used to enhance
planning, budgeting, and service delivery, by providing timely feedback of
results, allowing managers and staff to identify problems and make appropriate
plans and adjustments. Without information about what is being achieved and
what it is costing, it is impossible to make efficient resource allocation decisions
and managers will not know the extent to which operations are contributing to
effectiveness and efficiency. Therefore, the availability of such information
makes it possible for a government unit to experiment, evaluate, implement and
re-assess in a never-ending cycle of continuous improvement. Externally,
performance information, which is related to efficiency, effectiveness and
economy, is essential to achieve and improve accountability. Without
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performance measurement information top management, elected officials, the
media and the public will not be able to know if value for money is achieved.
Therefore, performance measurement can provide a basis for scrutiny of
government operation, employees, and contractors.
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Table 7-1: Importance of non-financial information
Items
Yes
No
Do not know

Frequency
88
18
19

Percentage
70.4
14.4
15.2

Important
Indifferent
Unimportant

115
9
1

92.0
7.2
0.08

Importance of carrying out performance
measurement in governmental units

Yes
No
Do not know

119
3
3

95.2
2.4
2.4

Necessity of providing non-financial information
to achieve accountability

Yes
No
Do not know

117
3
5

93.6
2.4
4.0

Assessment the importance of non-financial
information in terms of achieving accountability*

Important
Indifferent
Unimportant

116
9
-

92.8
7.2
.

Undertaking performance measurement relating
to units activities

Yes
No
Do not know

80
38
7

64.0
30.4
5.6

Periods of carrying out performance
measurement

Ad hoc
Every two years
Annually
Every six months
Every month

6
0
51
11
13

7.4
0
63.0
13.6
16.0

The kind of Information produced by
governmental unit on performance
measurement**

Economy measures
Efficiency measures
Effectiveness measures

46
56
58

28.8
35.0
36.2

The internal unit responsible for carrying out
performance measurement in governmental unit

Internal financial department.
Internal audit department.
Senior office manager
Internal committee

23
5
43
9

28.8
6.3
53.8
11.3

The external unit responsible for carrying out
performance measurement in governmental unit

External financial department.
External audit department.
Internal committee

29
29
11

42.0
42.0
16.0

Why performing performance measurement?

External circular
Internal administrative
External Audit

14
44
22

17.5
55.0
27.5

If performance of governmental unit is measured

Yes
No
Do not know

49
15
16

61.3
18.8
20.0

Having clearly defined strategic /operational
objectives
Importance of non-financial information*

*Unimportant= strongly Unimportant & Unimportant (1&2); Indifferent = (3); Important = strongly Important &
Important (4 &5).
**

Respondents may choose more than one answer.
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7.2.2 Methods of Comparing Service Delivery and Actual Performance
Research question 8
What are the methods governmental units follow in performance
evaluation?

The main purpose of this question is presented in determining the methods
governmental units follow in comparing their actual performance such as: with
previous periods, against pre-prepared standards and norms, against pre-prepared
aims and objectives, with other units within the ministry, with other governmental
units or with other private units. The respondents were requested to indicate their
opinion on a five-point scale in terms of strongly agree to strongly disagree.
From Table 7-2, it can be seen that the most common method the
governmental units adopt to evaluate performance is through comparing its actual
performance with previous periods as indicated by the mean values (4.04). 65.3%
of the respondents agree including 38.8% who strongly agree as can be seen by
the mode value (5). The second method as perceived by the respondents is
comparing performance against pre-prepared aims and objectives for which the
mean value was 3.90. The third method, as represented by the mean value (3.73),
is comparing performance against pre-prepared standards and norms about which
53% of the respondents agree, whereas 44.5% were indifferent as revealed by the
mode value (3). The fourth method used as 40.8% of the respondent claim is
comparing unit performance against other units within the ministry where the
mean value is (3.49), although 57% of the respondents were indifferent as
revealed by the mode value (3). However, one of the least common method is
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comparing unit performance against other governmental units with a mean value
of 3.04. The majority of the respondents (65.3%) were indifferent as indicated by
the mode value.
In summary, the results indicate that the majority of the respondents
believe the most frequent method used in comparing unit performance is
comparing its actual performance with previous periods. Hatry (1999) says that
this type of comparison is frequently used in governmental units, but Rauum
(1992) believes that this type does not produce accurate results since a
governmental unit performance differs from year to year and from a period to
another. Therefore, this type of comparisons should only be performed on a longterm basis.
With regard to the least common methods, as indicated by the results, is
comparing actual performance of the unit against other governmental units or
other private units. However, this method is considered one of the best
approaches for comparison purposes according to many authors such as
Henderson-Stewart (1990); Rauum (1992); Pollatt et al (1994); Wise (1995);
Barker and Rubycz (1996); Kouzman; et al (1999); and Bowerman and Ball
(2000). They believe that this type of comparison quickly distinguishes between
various units performance and helps in determining the reasons that lead to
differences in performance and specifies that unit which is the best in the class.
Therefore, it is the most common approach of comparison used for improving
performance. Moreover, National Assembly for Wales (1999), required local
authorities from the year (2000/2001) to set targets in relation to the best value
indicators, which reflect their position in relation to other authorities.
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7.2.3 Reasons for Conducting Performance Measurement Within
Government Units
Research question 9
What are reasons for performance measurement within units?

The objective of this question is to determine the most important reasons
for governmental units conducting performance measurement by specifying
various reasons selected from the studies and the literature related to this subject.
In this question, the respondents were requested to indicate their opinion on a
five-point scale in terms of strongly agree to strongly disagree.
The most important reason, as represented by the results included in Table
7-2, that stimulate governmental units to measure performance is to help
improving administrative process as the mean value (4.18) reveals where 76.2%
of the respondents agree. The following reason as the respondents perceive is that
it helps with future planning. The mean value is 4.16 where 70% agree including
46.3% who strongly agree as the mode vale (5) suggest. In addition, 67.5% of the
respondents agree the performance measurement helps identify objectives
achievement. The mean value (4.07) suggest that this reason comes third. The
fourth reason, as the mean value (4.06) reports, is that it helps improve
operational activities about which 66.2% of the respondents agree including 40%
who strongly agree as the mode value (5) shows. Although 43.7% of the
respondents were indifferent about the reason that performance measurement
helps improve the distribution of resources, as the mode value (3) suggests, 55%
believe it helps and the mean value (3.81) places this reason in the fifth rank.
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Moreover, 53.8% of the respondents claim that performance measurement helps
clarify what the unit is attempting to achieve quantitatively, although the mode
value (3) indicates that 46.2% were indifferent.
Finally, 53.7% of the respondents, mean value of 3.79, purport that
performance measurement helps clarify what the unit is attempting to achieve
qualitatively, while 56.2% of the respondents, mean value of 3.75, believe the
reason is to help inform unit's objectives.
In summary, authors and previous studies in accounting such as Bauckaert
(1996), Jackson et al (1999) and Hyndman and Anderson (1998), point out the
importance of performance measurement to achieve accountability which is
regarded as the most important element in auditing, controlling and improving the
services that a government unit offers. Hyndman and Anderson (1994) believe
that it is impossible to determine efficient resource allocation decisions and
directors would not be able to measure the extent to which operations are
contributing to effectiveness and efficiency without performance measurement.
The results of this study are consistent with other studies findings regard the
reasons for performance measurement, its importance and its aim.

7.2.4 Users of Performance Measurement Reports Within the Unit
Research question 10

Who are the internal users of performance measurement reports in the
governmental units?
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This question aims to determine the internal users of performance
measurement reports, i.e., the minister, the under secretary, the managers, the
heads of departments, the internal auditors, the accountants and the clerks.
The results included in Table 7-2 indicate that 77.5% of the respondents
claim that the managers are the internal users who most frequently use these
reports followed by the under secretary as reported by 76.5% of the respondents.
Furthermore, 46.3% of the respondents believe that the heads of departments are
the internal users of these reports, while the fourth place was occupied by the
minister as 42.5% indicate.
However, the internal auditors, the accountants and the clerks were the
internal groups that use these reports the least. 21.3% of the respondents indicate
the internal auditors, 20% the accountants and only 6.3% the clerks.
From these results, it can be said that the managers and the heads of
departments are the executive administration in the governmental units and the
group that is accountable to the higher administration and also responsible to
manage their units daily; therefore, they are supposed to review and use the
performance measurement reports more than other users. The Ministers and the
Under Secretaries are accountable to the Ministerial Council (the Cabinet) and the
Federal National Council, in addition, they are responsible to determine their
units budget and plans; consequently, they are believed to be potential users of
performance measurement information.
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7.2.5 Reasons for Not Carrying Out Performance Measurement
Research question 11
What are the reasons for not carrying out performance measurement?

This question seeks to determine the reasons that prevent governmental
units carrying out performance measurement, eight reasons were highlighted such
as absence of clear plans for the unit, unavailability of qualified human resources,
difficulty of performance measurement, no need for performance information,
absence of binding laws, performance measurement is not important, costs exceed
any benefits and recommendations ignored. The respondents were requested to
indicate the level of their opinion on a five-point scale in terms of strongly agree
to strongly disagree.
The results included in Table 7-2 reveal that the first reason that prevent
governmental units carrying out performance measurement, as 62.2% of the
respondents perceive with 3.89 mean value, is the unavailability of qualified
human resources. The following reason, as ranked by the mean value of 3.89, is
the absence of clear plans for the unit, as 60% of the respondents perceive. The
third reason lies in ignoring the recommendations when information is received
as 42.2% of the respondents, mean value of 3.58, claim. In addition, 44.4% of the
respondents indicate that the absence of binding laws is one of the major reasons
that lead for not carrying out performance measurement. The mean value (3.47)
places this reason fourth. The fifth reason, as the mean value (3.33) reports, is the
difficulty of performance measurement as 46.6% of the respondents purport. With
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regard to the sixth reason in importance, 13.3% of the respondents, with 2.73
mean value, believe that costs of performance measurement exceed benefits,
while 8.9% with 2.69 mean value, consider that the reason is that there is no need
for performance information. The last place was occupied by the reason that
performance measurement is not important as 6.5% of the respondents claim with
a 2.38 mean value.
In summary, these results are consistent with studies related to difficulties
facing performance measurement in government units such as Smith (1993),
Holtham (1995), Hyndman and Anderson (1997), Midwinter (1995), Likierman
(1996) and Stewart and Walsh (1994). These studies highlight difficulties related
to performance measurement in the public sector, for example, the difficulty of
interpreting the result of inputs, outputs and outcomes and the difficulty in
determining the performance information required and the difficulty in
identifying who is responsible for the assessment of performance measurement.
In addition to the difficulties these studies mentioned, the current study identified
some other difficulties related to the UAE as a developing country such as the
absence of binding laws. Generally speaking, the laws are central to controlling,
organising and publishing the work that government units carry out to provide
and improve their services. They provide stakeholders powers to act where
government units are failing to deliver acceptable level of their services. Without
these laws government units will not lay out their plans, will not explain their
actions and finally, will not publish details of their performances. Another
difficulty related to the UAE is unavailability of qualified human resources
capable of carrying out performance measurement. This is considered the most
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challenging obstacle for government units since the UAE depends on non-native
employment in carrying out various affairs in governmental units which is, itself,
another obstacle reducing the chances of improving performance measurement.
Jackson (1991), states that performance measurement requires a high quality
work force and new skills, accordingly, appropriate training will be essential to
secure performance improvements.
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Items

Helps improving administrative process
Helps identifying objectives achievement
Helps with future planning

Helps inform unit's objectives

Against pre-prepared standards & norms
Against pre-prepared aims and objectives
Against other units within the ministry
Against other governmental units
Against other private units

With previous periods

65.3
53.1
61.3

3.49
3.04

4.04
3.73
3.90

Mean

3

3
3

5
3
3

Mode

.88

.79
.73

.87
.91
.94

SD

1

1

3

Min.

5
5

Max.

1

4.06
3.81

4.06
4.16

3
3

5

5
5

3
5

.82

.83

.86

.85
.86
.86

.83
.92

3

2
2

3
3
3

1

1

5

5

5
5

1

76.2
67.5
70.0
66.2
55.0

3.76

3

3

36.7

40.8
20.4

2.98

N
2.0
2.0

57.2
65.3

18.4

1

49
49
49
2.0

67.3

34.7
44.9

49

14.3
14.3

53.7

3.79

5
5
5
5
5

5
5
5

3
3

3
3

3

3

3

5
5

5
5
5
5
53.8

5
5

49
49

56.2
20.0
32.5

42.5
3.8
-

1.3
1.3
-

.

1.3
80
80
80
80
80
80
80
80

30.0
33.8
43.7
45.0
46.2

3.75
4.18

Percentages
2
1
-

Table 7-2: Summary statistics about non-financial information
Dimensions
Methods of
Comparing Service
delivery and Actual
Performance

Reasons of
Performance
Measurement
Within Units
Helps improving operational activities
Helps improving resources distribution
Helps clarify attempts to achieve quantitatively
Helps clarify attempts to achieve qualitatively

Users of
The Minister
80
42.5 5.0
52.5
3
1
Performance
The Under Secretary
80
1.3
67.5
31.2
1
1
Measurement
The Managers
80
1.3 21.2
77.5
1
1
Reports Within the
The Head of Departments
80
46.3 3.7 50.0
3
1
Unit*
The Internal Auditors
21.3 11.2 67.5
80
3
1
The Accountants
80
20.0 12.5 67.5
3
1
The clerks
80
6.3 25.0 68.7
3
1
Reasons for not
Absence of clear plans for the unit
45
40.0
60.0
3.89
3
.83
3
Carrying Out
Unavailability of qualified human resources
45
2.2 35.6 62.2
3.89
3
.93
1
Performance
Difficulty of performance measurement
26.7 26.7 46.6
45
3.33
1.26
3
1
Measurement in
No need for performance information
45
35.6 55.6 8.9
2.69
.87
3
1
Unit
Absence of binding laws
13.3 42.2 44.4
45
3.47
1.12
3
1
Performance measurement is not important
45
53.3 40.0 6.7
2.38
3
1.05
1
Costs exceed any benefits
45
35.6 51.1 13.3
2.73
3
.99
1
Recommendation ignored
45
4.4 53.3 42.2
3.58
.94
3
1
N = Number of observations, 1 = Strongly Disagree &, Disagree (1+2); 2 = Indifferent (3); 3 =Strongly Agree &Agree (4+5)
* 1 = Yes, 2 = No, 3 = Don not know

(N

7.2.6 Hypothesis 3
There are significant differences in the Ministries respondents' perceptions
regarding performance measurement (methods, reasons, users and reasons for
not carrying out) attributed to respondents' demographic features (age, gender,
nationality, ...etc.)

7.2.6.1 According to Age
Sub-hypotheses 1:
There are significant differences in the Ministries respondents' perceptions
regarding performance measurement attributed to age.

Table 7-3 reveals the results of Kruskal-Wallis One-way ANOVA Test
regarding the measurement of differences in the respondents' perceptions toward
performance measurement according to age. With regard to the methods of
comparison, the results do not indicate significant differences at the 5% level, as
represented by Chi-square values for all of these methods of comparisons, in the
respondents' perceptions. The results do not also indicate significant differences
regarding the reasons of performance measurement as chi-square values are
insignificant at the 5% level.
Furthermore, the results reveal significant differences with respect to
reasons for not carrying out performance measurement regarding the fourth
reason (No need for performance information) as Chi-square value (11.42),
significant at P = 0.022, reports. The mean values tend to suggest higher
agreement regarding the importance of this factor as a reason for not carrying out
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performance measurement in the UAE government sector among those of the age
range of 18-25. The results also indicate significant differences regarding the
seventh reason (Costs exceed any benefits) where Chi-square (10.54) significant
at P = 0.032 and the mean values suggest that the differences are too, in favour of
the age range of 18-25. As for the rest of the reasons, Chi-square values reveal no
significant differences at the 5% level.
Table 7-3: Kruskal-Wallis One-way ANOVA in respect to age
Dimensions

Item

Subgroup/ *
1

2

3

4

5

Chisqr

Pvalue

Methods of
Comparing
Service
delivery and
Actual
Performance

With previous periods
Against pre-prepared standards & norms
Against pre-prepared aims and objectives
Against other units within the ministry
Against other governmental units
Against other private units

3.50
4.50
3.50
3.50
3.00
3.50

3.75
4.00
4.13
3.38
3.25
3.25

4.20
3.73
3.80
3.73
2.80
2.73

4.06
3.67
3.94
3.44
3.17
3.00

4.17
3.33
3.83
3.17
3.00
3.00

2.408
4.050
1.462
2.786
3.147
2.866

.661
.399
.833
.594
.533
.581

Reasons of
Performance
Measurement
Within Units

Helps inform unit's objectives
Helps improving administrative process
Helps identifying objectives achievement
Helps with future planning
Helps improving operational activities
Helps improving resources distribution
Helps clarify attempts to achieve quantitatively
Helps clarify attempts to achieve qualitatively

3.50
4.50
3.75
4.00
4.25
3.50
3.75
3.75

3.88
3.81
4.00
3.94
3.94
3.69
3.69
3.69

3.82
4.25
4.14
4.18
3.93
3.82
3.64
3.75

3.71
4.29
4.00
4.25
4.21
3.92
3.92
3.87

3.50
4.13
4.25
4.38
4.25
3.88
3.88
3.88

2.073
1.857
1.371
2.096
2.315
.899
1.535
.569

.722
.762
.849
.718
.678
.925
.820
.966

Reasons for
not Carrying
Out
Performance
Measurement

Absence of clear plans for the unit
Unavailability of qualified human resources
Difficulty of performance measurement
No need for performance information
Absence of binding laws
Performance measurement is not important
Costs exceed any benefits
Recommendation ignored

4.00
3.00
4.00
4.00
4.00
4.00
4.00
4.00

4.00
3.79
2.86
2.57
3.79
2.50
3.21
4.00

4.33
4.22
2.67
2.33
2.89
1.56
2.00
3.44

3.79
4.07
3.93
2.79
3.57
2.36
2.50
3.29

3.17
3.50
3.83
2.83
3.17
2.83
2.83
3.33

7.862
5.391
8.674
5.645
3.592
11.42
10.54
4.800

.097
.250
.070
.227
.464
.022
.032
.308

1= 18-25 years (n=6), 2= 26-35 years (n=30), 3= 36-45 years (n=37), 4= 46-55 years (n=38), 5= > 55 year (n=14)
*Mean = minimum 1 strongly disagree, maximum5 strongly agree
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7.2.6.2 According to Gender
Sub-hypotheses 2:
There are significant differences in the Ministries respondents' perceptions
regarding performance measurement attributed to gender.
The results included in Table 7-4, as Mann-Whiteny Test represents,
indicate no significant differences between males' and females' perceptions at the
5% level regarding the methods carried out by the governmental units to measure
performance. Furthermore, there are no significant differences with respect to
reasons for carrying out performance measurement and reasons for not carrying
out performance measurement as well where U-values are insignificant at the 5%
level.
This finding might be explained on the grounds that women have began to
reach managerial positions in UAE, for instance, 3 women out of 32 are directors,
4 out of 30 are heads of departments and 11 accountants and auditors. Therefore,
this has given them an alternative perceptions on managerial activities and
practically equips them with administrative and audit knowledge. Thus, it is
suggested that any potential differences regarding various concepts in accounting
between women and men have then partly vanished and may will be eliminated
over time.
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Table 7-4: Mann-Whitney test in respect to gender
Items

Dimensions

Subgroups/*
1
2

P-

U

Value

Methods of
Comparing
Service
delivery and
Actual
Performance

With previous periods
Against pre-prepared standards & norms
Against pre-prepared aims and objectives
Against other units within the ministry
Against other governmental units
Against other private units

4.10
3.65
3.93
3.55
3.05
2.95

3.78
4.11
3.78
3.22
3.00
3.11

144.000
132.500
158.500
136.500
168.500
165.500

.322
.189
.557
.206
.725
.652

Reasons of
Performance
Measurement
Within Units

Helps inform unit's objectives

3.77

3.69

467.000

.562

Helps improving administrative process
Helps identifying objectives achievement
Helps with future planning
Helps improving operational activities
Helps improving resources distribution
Helps clarify attempts to achieve quantitatively
Helps clarify attempts to achieve qualitatively

4.16
4.11
4.20
4.08
3.83
3.77
3.80

4.25
3.88
4.00
4.00
3.75
3.75
3.75

481.000
435.500
453.500
487.000
488.000
510.500
502.500

.689
.328
.448
.748
.758
.985
.902

3.82

4.29

91.000

3.84
3.45
2.74
3.53
2.37
2.74
3.53

4.14
2.71
2.43
3.14
2.43
2.71
3.86

109.500
89.000
90.000
111.500
125.000
125.000
110.500

.161
.437
.157
.134
.479
.791
.786
.439

Absence of clear plans for the unit
Unavailability of qualified human resources
Difficulty of performance measurement
No need for performance information
Absence of binding laws
Performance measurement is not important
Costs exceed any benefits
Recommendation ignored
1= Male (n=102), 2= Female (n=23).
*Mean = minimum 1 strongly disagree, maximum5 strongly agree

Reasons for
not Carrying
Out
Performance
Measurement

7.2.6.3 According to Nationality
Sub-hypotheses 3:
There are significant differences in the Ministries respondents, perceptions
regarding performance measurement attributed to nationality.
The results of Marm-Whitney Test included in Table 7-5 indicate no
significant differences at the 5% level regarding the methods and the reasons for
conducting performance measurement as the respondents perceive and as can be
revealed by U-values. However, the results indicate significant differences at P =
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0.004 between Native and Non-native perceptions regarding the first reason for
not carrying out performance measurement (absence of clear plans for the unit).
These differences were for the benefit of Native respondents as revealed by the
mean values (4.19). This finding can be attributed to the fact that the majority of
the local respondents (57 out of 75) are occupying administrative positions
(directors or heads of departments), therefore, they will be more familiar with
planning in the unit than non-locals. Finally, regarding the rest of the reasons
there are no significant differences at the 5% level as the results of MannWhitney Test show.
Table 7-5: Mann-Whitney test in respect to nationality
Dimensions

Items

Subgroups/*
1
2

U

PValue

Methods of
Comparing
Service
delivery and
Actual
Performance

With previous periods
Against pre-prepared standards & norms
Against pre-prepared aims and objectives
Against other units within the ministry
Against other governmental units
Against other private units

3.96
3.77
3.77
3.50
3.00
2.92

4.13
3.70
4.04
3.48
3.09
3.04

266.000
274.500
257.500
278.500
294.000
286.500

.481
.599
.379
.644
.906
.763

Reasons of
Performance
Measurement
Within Units

Helps inform unit's objectives
Helps improving administrative process
Helps identifying objectives achievement
Helps with future planning
Helps improving operational activities
Helps improving resources distribution
Helps clarify attempts to achieve quantitatively
Helps clarify attempts to achieve qualitatively

3.73
4.24
4.12
4.12
4.06
3.78
3.84
3.86

3.77
4.06
3.97
4.23
4.06
3.87
3.65
3.68

753.500
647.000
682.500
713.000
759.000
721.500
677.500
680.500

.949
.233
.419
.621
.996
.688
.385
.401

4.19
Absence of clear plans for the unit
3.96
Unavailability of qualified human resources
3.04
Difficulty of performance measurement
2.69
No need for performance information
3.42
Absence of binding laws
2.23
Performance measurement is not important
2.77
Costs exceed any benefits
3.73
Recommendation ignored
1= Native (n=75), 2= Non-native (n=50).
*Mean = minimum 1 strongly disagree, maximum5 strongly agree

3.47
3.79
3.74
2.68
3.53
2.58

129.500
209.500
173.500
233.500
245.500
167.500
245.000

.004
.362
.083
.730
.971
.053
.960

187.000

.130

Reasons for
not Carrying
Out
Performance
Measurement
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2.68
3.37

7.2.6.4 According to Job Position
Sub-hypotheses 4:
There are significant differences in the Ministries respondents' perceptions
regarding performance measurement attributed to job position.
The results of Kruskal-Wallis One-way ANOVA Test included in Table 76 indicate no significant differences at the 5% level regarding the methods and
the reasons for conducting performance measurement as the respondents perceive
and as can be revealed by Chi-square values. However, the results indicate
significant differences at P = 0.047 regarding the first reason for not carrying out
performance measurement (absence of clear plans for the unit). These differences
were in favour of the managers and heads of departments as the mean values 4.13
and 4.38 respectively reveal.
This rinding can be explained on the grounds that these groups represent
the administrative entity and decision-makers who might be more familiar with
the unit plans than other groups, therefore, they can evaluate the existence of such
plans. The results also indicate significant differences at P = 0.005 regarding the
sixth reason (Performance measurement is not important) where Chi-square was
15.047 and the mean values (3.07) report that these differences are in favour of
clerks.
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Table 7-6: Kruskal-Wallis One-way ANOVA in respect to Job Position
Item

Dimensions

Subgroup/*

With previous periods
Against pre-prepared standards & norms
Against pre-prepared aims and objectives
Against other units within the ministry
Against other governmental units

Methods of
Comparing
Service
delivery and
Actual
Performance

Against other private units

Helps inform unit's objectives
Reasons of
Helps improving administrative process
Performance
Measurement Helps identifying objectives achievement
Within Units Helps with future planning
Helps improving operational activities
Helps improving resources distribution
Helps clarify attempts to achieve quantitatively
Helps clarify attempts to achieve qualitatively

Chi-

P-

1

2

3

4

5

sqr

value

4.00
3.65
3.76
3.41
2.94
2.82

4.00
3.75
4.00
3.50
3.25
3.00

3.55
4.00
3.91
3.18
2.91
2.82

4.43
4.00
3.86
4.00
3.14
2.86

4.40
3.40
4.10
3.60
3.20
3.50

6.758
3.414
.611
6.648
1.398
3.315

.149
.491
.962
.156
.845
.507

3.75
4.42
4.33
4.33
4.25
3.96
4.00
4.04

3.50
4.25
4.00
4.75
4.25
4.25
3.75
3.75

3.56
4.31
3.75
3.94
3.88
3.44
3.44
3.44

3.94
4.18
4.18
4.24
4.18
4.00
3.94
3.94

3.79
3.74
3.89
3.95
3.84
3.68
3.58
3.63

2.710
4.424
5.864
5.215
3.753
5.930
5.453
5.687

.607
.352
.210
.266
.440
.204
.244
.224

9.619
8.334
7.989
7.237
1.304
15.047
5.920
5.706
5=

.047
.080
.092
.124
.861
.005
.205
.222

Absence of clear plans for the unit
3.57 4.38
3.33
4.13
3.57
Unavailability of qualified human resources
4.38
4.14 4.00 3.50
3.33
Difficulty of performance measurement
3.00 4.00 2.71
3.00 4.00
No need for performance information
2.38 2.67 2.43 2.46 3.21
Absence of binding laws
3.64
3.14 3.46
3.33
3.50
Performance measurement is not important
3.07
2.00
2.67 2.43
1.63
Costs exceed any benefits
3.14
2.31
2.75 2.67 2.71
Recommendation ignored
3.67 3.00 3.69 3.50
4.00
Head of Department (n=30),
4=
(n=23),
Accountant
3=
(n=7),
1= Director (n=32), 2= Auditor
agree.
strongly
maximum5
disagree,
strongly
1
Clerk (n=33). *Mean = minimum

Reasons for
not Carrying
Out
Performance
Measurement

7.2.6.5 According to Years of Work in the Unit
Sub-hypothesis 5:
There are significant differences in the Ministries respondents' perceptions
regarding performance measurement attributed to years of work in the unit.
The results included in Table 7-7, as revealed by Chi-square values,
indicate no significant differences at the 5% level in the respondents' perceptions
regarding methods of comparing, reasons of performance, users and reasons for
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not carrying out performance measurement attributed to years of work in the
governmental unit.
Table 7-7: Kruskal-Wallis One-way ANOVA in respect to years of work
Dimensions

Item
1

Subgroup/*
2
3
4

Chi-

P-

5

sqr

value

With previous periods
Against pre-prepared standards & norms

3.70
3.90

4.00
3.83

5.00
5.00

4.23
3.92

4.05
3.42

3.571
4.552

.467
.336

Against pre-prepared aims and objectives

3.60

4.17

5.00

3.92

3.89

.495

Against other units within the ministry

3.50

3.67

5.00

3.54

Against other governmental units

3.00

3.17

4.00

3.15

3.32
2.89

3.392
3.713
3.106

.540

Against other private units

3.30

3.17

4.00

3.08

2.63

6.484

.166

Helps inform unit's objectives
Reasons of
Performance Helps improving administrative process
Measurement Helps identifying objectives achievement
Within Units Helps with future planning

3.72

3.78

4.00

4.00

4.22

3.80
4.20

3.59
4.14

1.978
1.298

3.78

4.11

4.00

4.32

3.974

3.83

4.22

4.20

4.37

4.07
4.21

.740
.862
.410

4.003

.406

Helps improving operational activities

3.83

4.11

4.20

4.05

4.17

Helps improving resources distribution

3.67

3.78

3.89

3.79

.745
.815

Helps clarify attempts to achieve quantitatively

3.56

3.67

4.20
4.00

1.949
1.567

3.95

3.76

2.066

.724

Helps clarify attempts to achieve qualitatively

3.72

3.56

4.20

3.95

3.72

2.991

.559

Absence of clear plans for the unit

3.67

4.22

4.67

3.71

5.800

.215

Unavailability of qualified human resources

3.58

3.78

3.86
4.14

4.00

4.07

2.796

Difficulty of performance measurement

3.42

2.89

3.665

2.92

2.33

3.00
2.33

3.79

No need for performance information

3.00
2.57

.593
.453

2.86

Absence of binding laws

3.83

3.78

3.00

2.00

3.50

3.966
7.322

Performance measurement is not important

2.75

2.22

2.14

2.00

2.36

2.472

.120
.650

Costs exceed any benefits

3.25

2.67

2.71

2.33

2.43

4.637

.327

Methods of
Comparing
Service
delivery and
Actual
Performance

Reasons for
not Carrying
Out
Performance
Measurement

4.37

.446

.411

1.730
.785
3.00 3.50
Recommendation ignored
3.58
3.89 3.57
1= 1-5 years (n=30), 2= 6-10 years (n=18), 3= 11-15 years (n=12), 4= 16-20 years (n=22), 5= More than 20 years (n=43).
*Mean = minimum 1 strongly disagree, maximumS strongly agree
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7.2.6.6 According to Previous Work Experience
Sub-hypothesis six:
There are significant differences in the Ministries respondents' perceptions
regarding performance measurement attributed to previous work experience.

The results included in table 7-8 indicate no significant differences at the
5% level regarding methods of comparing performance measurement attributed to
previous work experience as Mann-Whitney Test results and U-values suggest.
However, the results indicate significant differences as U-value 588.5
reveals at P = 0.038 regarding the fourth reason of performance measurement
within the unit (helps with future planning). The mean values (4.33) report that
these differences are in favour of those with previous work experience.
This can be attributed to the fact that this group, through previous
experience, might have acquired more knowledge regarding the role of
performance measurement in future planning and might have benefited more
from this experience than the other groups without it.
Furthermore, the results reveal no significant differences at the 5% level
regarding users and reasons for not carrying out performance measurement as
Mann-Whitney U-Test reveals.
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Table 7-8: Mann-Whitney test in respect to previous work experience
Dimensions

Items

Subgroups/*
1
2

U

PValue

Methods of
Comparing
Service
delivery and
Actual
Performance

With previous periods
Against pre-prepared standards & norms
Against pre-prepared aims and objectives
Against other units within the ministry
Against other governmental units
Against other private units

4.07
3.63
3.83
3.37
3.07
3.07

4.00
3.89
4.00
3.68
3.00
2.84

273.000
241.500
262.500
225.500
283.500
284.500

.793
.339
.625
.169
.971
.990

Reasons of
Performance
Measurement
Within Units

Helps inform unit's objectives
Helps improving administrative process
Helps identifying objectives achievement
Helps with future planning
Helps improving operational activities
Helps improving resources distribution
Helps clarify attempts to achieve quantitatively
Helps clarify attempts to achieve qualitatively

3.69
4.29
4.09
4.33
4.16
3.87
3.80
3.82

3.83
4.03
4.03
3.94
3.94
3.74
3.71
3.74

718.000
691.000
754.500
588.500
679.500
741.000
754.500
755.500

.470
.315
.734
.038
.264
.630
.731
.738

3.73
3.96
3.65
2.73
3.42
2.27
2.58
3.38

4.11

185.000
232.000
164.500
204.500
225.000
240.000
209.000
189.500

.129
.716
.052
.278
.595
.865
.344
.147

Absence of clear plans for the unit
Unavailability of qualified human resources
Difficulty of performance measurement
No need for performance information
Absence of binding laws
Performance measurement is not important
Costs exceed any benefits
Recommendation ignored
1 = Yes (n=71), 2= No (n=54).
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree

Reasons for
not Carrying
Out
Performance
Measurement

3.79
2.89
2.63
3.53
2.53
2.95
3.84

7.2.6.7 According to Period of Previous Work Experience
Sub-hypothesis 7:
There are significant differences in the Ministries respondents' perceptions
regarding performance measurement attributed to the period of previous
experience.

Table 7-9 presents Kruskal-Wallis One-way ANOVA Test related to
assessing between respondents' perceptions toward performance measurement.
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Chi-square values do not indicate significant differences at the 5% level attributed
to period of previous experience.
Table 7-9: Kruskal-Wallis One-way ANOVA in respect to years of previous experience
Item

Dimensions

Subgroup/*

Chi-

P-

1

2

3

4

5

sqr

value

.728

.948

4.235

.375

Methods of

With previous periods

4.00

4.10

4.50

4.25

Comparing

Against pre-prepared standards & norms

3.25

3.60

3.75

Service

Against pre-prepared aims and objectives

3.00

4.30

3.00
4.00

4.00
4.20

3.75

4.00

7.242

.124

delivery and

Against other units within the ministry

2.87

3.40

3.00

4.25

3.60

8.126

.087

Actual

Against other governmental units

2.75

3.20

3.00

3.50

3.00

3.202

.525

Performance

Against other private units

2.87

3.20

3.00

3.50

2.80

2.952

.566

3.47

3.46

3.67

4.14

4.00

4.136

.388

4.00
4.67

4.71

4.33

2.675

.614

4.00

4.33

2.942

Reasons of

Helps inform unit's objectives

Performance

Helps improving administrative process

4.20

4.15

Measurement

Helps identifying objectives achievement

4.07

3.85

Within Units

Helps with ftiture planning

4.27

4.15

Helps improving operational activities

4.13

Helps improving resources distribution

4.43

4.33

2.967

3.92

5.00
4.67

.568
.563

4.14

4.33

2.370

.668

3.80

3.54

4.67

4.43

3.83

7.067

.132

Helps clarify attempts to achieve quantitatively

3.87

3.62

4.67

3.71

3.83

3.749

.441

Helps clarify attempts to achieve qualitatively

3.87

3.54

4.67

4.00

3.83

4.387

.356

Reasons for

Absence of clear plans for the unit

3.77

4.00

3.00

4.67

3.00

8.270

.082

not Carrying

Unavailability of qualified human resources

4.00

4.00

4.67

3.00

Out

Difficulty of performance measurement

3.62

3.83
4.00

4.00

3.67

3.33

5.785
1.210

.216
.876

Performance

No need for performance information

3.08

2.67

3.00

1.67

3.00

6.382

Measurement

Absence of binding laws

3.46

3.67

3.00

4.00

3.00

2.961

.172
.564

Performance measurement is not important

2.46

2.00

3.00

1.67

3.00

5.594

Costs exceed any benefits

2.77

2.17

3.00

2.67

3.00

3.381

.232
.496

3.00
4.715 .318
4.00
3.00
3.00
3.69
Recommendation ignored
1=1-5 years (n=28), 2= 5-10 years (n=19), 3= 11-15 years (n=5), 4= 16-20 years (n=10), 5= More than 20 years (n=9).
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree

7.2.6.8 According to Place of Previous Work Experience
Sub-hypothesis 8:
There are significant differences in the Ministries respondents' perceptions
regarding performance measurement attributed to place ofprevious experience.
Results included in Table 7-10 indicate no significant differences at the
5% level in respondents' perceptions toward performance measurement. Chi-

304

square values reveal no significant differences at 0.05 attributed to place of
previous experience.
Table 7-10: Kruskal-Wallis One-way ANOVA in respect to place of previous experience
Dimensions

Items

Subgroups/*
1

2

3

4

Chi
sqr

Pvalue

Methods of

With previous periods

4.33

4.14

4.00

4.06

.244

.970

Comparing

Against pre-prepared standards & norms

3.67

3.43

4.33

3.50

2.145

.543

Service

Against pre-prepared aims and objectives

4.00

3.29

3.67

4.00

1.875

.599

delivery and

Against other units within the ministry

3.33

3.14

3.33

3.50

.080

.994

Actual

Against other governmental units

3.00

2.86

3.33

Against other private units

3.00

3.14

3.00

3.13
3.06

1.194

Performance

.754
.910

Reasons of

Helps inform unit's objectives

3.50

3.67

3.50

.606

Performance

Helps improving administrative process

4.50

4.17

4.50

3.71
4.25

.890

.895
.828

Measurement

Helps identifying objectives achievement

4.75

4.25

4.00

3.88

4.162

.244

Within Units

Helps with future planning

4.50 . 4.42

4.00

4.29

.697

.874

Helps improving operational activities

4.50

4.17

4.00

4.08

.748

.862

Helps improving resources distribution

4.00

4.00

4.00

3.79

.712

.870

Helps clarify attempts to achieve quantitatively

3.75

4.08

4.00

3.67

2.030

.566

Helps clarify attempts to achieve qualitatively

3.75

4.08

4.00

3.71

1.628

.653

Reasons for

Absence of clear plans for the unit

4.00

4.00

3.33

3.60

2.193

.533

not Carrying

Unavailability of qualified human resources

4.17

3.88

3.67

3.90

.840

.840

Out

Difficulty of performance measurement

4.00

3.13

3.33

4.10

4.517

.211

Performance

No need for performance information

2.83

2.88

3.00

2.70

.435

.933

Measurement

Absence of binding laws

4.17

3.25

3.00

3.40

4.200

.241

Performance measurement is not important

2.00

2.25

3.00

2.50

3.699

.296

.542

.290
3.752
3.313
.346
3.00
3.50
3.25
3.83
Recommendation ignored
1 = Private sector UAE (n=10), 2=Public sector UAE (n=20), 3 = Private sector outside UAE (n=7),
4=PubIic sector outside UAE (n=34)
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
2.17

Costs exceed any benefits
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2.88

3.33

2.60

7.2.6.9 According to Level of Education
Sub-hypothesis nine:
There are significant differences in the Ministries respondents' perceptions
regarding performance measurement attributed to level of education.
The results of Kruskal-Wallis One-way ANOVA Test, represented in
Table 7-11, indicate no significant differences at the 5% level in respondents'
perceptions attributed to qualification regarding the methods of comparing and
reasons for carrying out performance measurement as Chi-square value suggest.
However, with respect to reasons for not carrying out performance
measurement, the results indicate significant differences at P = 0.037 regarding
the first reason (Absence of clear plans for the unit) as Chi-square value (11.813)
reveals. The mean values (4.50) suggest that these differences are for the benefit
of Ph.D. group. This might be attributed to the fact that 67% of Ph.D. holders, in
addition to their extensive knowledge, are either directors or heads of
departments; therefore, they can be more familiar with unit plans than other
groups. Finally, the results do not indicate significant differences regarding the
rest of the reasons as can be seen by Chi-square values.
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Table 7-11: Kruskal-Wallis One-way ANOVA in respect to level of education
Dimensions

Subgroups/*

Items

Chi
sqr
2.263
1.981
3.621
6.391
1.245
2.883

P-

value
3.75
.812
Methods of With previous periods
3.25
.852
Comparing Against pre-prepared standards & norms
3.75
.605
Service
Against pre-prepared aims and objectives
3.25
.270
delivery and Against other units within the ministry
3.00
.941
Actual
Against other governmental units
3.25
.718
Performance Against other private units
.310
3.81 3.75 4.25 3.25 5.958
3.43 3.33
Reasons of Helps inform unit's objectives
.401
4.20 4.38 4.25 4.50 5.122
3.57 4.00
Performance Helps improving administrative process
.806
4.13
2.303
3.50
4.33
4.25
4.00
4.07
Measurement Helps identifying objectives achievement
.677
4.11 4.63 4.25 4.00 3.149
4.00 4.33
Within Units Helps with future planning
.492
3.71 4.33
4.07 4.25 4.50 3.50 4.407
Helps improving operational activities
.431
3.78 4.13 4.25 4.00 4.875
3.29 4.00
Helps improving resources distribution
.288
3.76 4.13 4.25 3.50 6.188
Helps clarify attempts to achieve quantitatively 3.29 3.67
.159
4.13
7.948
3.50
4.50
3.78
3.67
3.29
Helps clarify attempts to achieve qualitatively
3.97 3.00 3.00 4.50 11.813 .037
4.00 3.00
Reasons for Absence of clear plans for the unit
.288
4.03 3.00 3.67 4.00 6.191
3.83 3.00
not Carrying Unavailability of qualified human resources
.568
3.13 4.50 3.33 3.50 3.872
3.83 3.50
Out
Difficulty of performance measurement
2.47 3.00 3.00 2.00 10.052 .074
3.67 3.00
Performance No need for performance information
.898
3.47 3.00 3.67 3.50 1.623
3.67 3.00
Measurement Absence of binding laws
.138
2.13 3.00 2.33 2.00 8.355
3.33 3.00
Performance measurement is not important
.473
4.555
2.50
2.33
3.00
2.60
3.00
3.50
Costs exceed any benefits
.462
3.63 3.00 3.00 3.50 4.637
4.00 3.00
Recommendation ignored
1= Secondary education certificate (n=13), 2= Diploma (n=5), 3= University degree (n=84), 4= Advance Diploma (n=10),
5= Master's Degree (n=7), 6= Ph. D (n=6).
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
1
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2
3.50
3.50
3.00
3.00
3.00
3.00

3
4.13
3.78
4.00
3.47
2.97
2.87

4
3.80
3.80
4.00
3.40
3.40
3.40

5
4.00
3.67
3.67
3.67
3.33
3.33

6
4.33
4.00
3.67
4.33
3.00
2.67

7.2.6.10 According to Place of Qualification
Sub-hypothesis 10:
There are significant differences in the Ministries respondents' perceptions
attributed to place of qualification attainment.

Results included in Table 7-12 indicate significant differences, as Chisquare value (11.79) represents at P = 0.019, in respondents' perceptions
regarding the third method of comparing (against other units within the ministry).
The mean values report that these differences are in favour of the USA and other
European countries graduates. The results, however, indicate no significant
differences at the 5% level regarding the rest of the comparison methods.
Furthermore, with regard to the reasons for carrying out performance
measurement, the results, as Chi-square values show, indicate no significant
differences at the 5% level attributed to place of qualification attainment. Finally,
with regard to reasons for not carrying out performance measurement, results
reveal significant differences regarding the first reason, i.e., absence of clear
plans for the unit where Chi-square value (18.147) is significant at P = 0000. The
mean values report that these differences are for the benefit of GCC graduates,
while the rest of the reasons suggest no significant differences attributed to place
of qualification attainment.
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Table 7-12: Kruskal-Wallis One-way ANOVA in respect to place of graduation
Dimensions

Subgroup/*

Item

2

3

4

5

sqr

value

3.89
3.79
3.79
3.53
2.89
2.84

4.50
5.00
5.00
4.50
4.50
4.00

4.08
3.58
3.96
3.25
3.00
2.96

1.438
5.318
4.520
11.796
9.393
4.785

.838
.256
.340
.019
.052
.310

4.50
4.50
4.50
5.00
5.00
5.00
5.00
5.00
.
.
.
.
.
.
-

3.79
4.26
4.11
4.13
4.05
3.84
3.68
3.74

2.957
1.317
2.636
4.140
2.512
6.521
4.409
4.187

.565
.859
.620
.387
.642
.163
.354
.381

3.45
3.80
3.75
2.70
3.45
2.50
2.75
3.35

18.147
2.982
3.842
1.853
.531
3.532
2.658
3.280

.000
.394
.279
.604
.912
.317
.447
.350

With previous periods

4.00

Comparing

Against pre-prepared standards & norms

4.00

Service

Against pre-prepared aims and objectives

4.00

delivery and

Against other units within the ministry

4.00

Actual

Against other governmental units

4.00

Performance

Against other private units

4.00

4.33
3.67
3.33
4.33
3.00
3.00

Reasons of

Helps inform unit's objectives

4.00
4.00
Helps improving administrative process
3.00
Helps identifying objectives achievement
3.00
Helps with future planning
4.00
Helps improving operational activities
3.00
Helps improving resources distribution
Helps clarify attempts to achieve quantitatively 4.00
Helps clarify attempts to achieve qualitatively 4.00

4.00
4.40
3.80
4.40
4.00
4.20
3.80
3.80

3.62
4.03
4.06
4.15
4.03
3.68
3.76
3.76

3.00
3.33
3.00
3.00
3.33
2.67
3.33
3.67

4.00
4.00
3.50
2.00
3.50
2.00
2.50
3.50

4.45
4.05
2.95
2.70
3.50
2.25
2.65
3.80

Measurement
Within Units

Reasons for

Absence of clear plans for the unit

not Carrying

Unavailability of qualified human resources

Out

Difficulty of performance measurement

Performance

No need for performance information

Measurement

Absence of binding laws
Performance measurement is not important
Costs exceed any benefits
Recommendation ignored

P-

1
Methods of

Performance

Chi-

1= UK (n=4), 2= USA (n=7), 3= GCC (n=54), 4= Other European Countries (n=2), 5= Other Arab Countries (n=58),
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
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7.2.6.11 According to Qualification in Financial Studies or Accounting
Sub-hypothesis 11
There are significant differences in the Ministries respondents' perceptions
attributed to qualification in financial studies or accounting.
The results included in Table 7-13 indicate no significant differences at
the 5% level regarding these dimensions in the respondents' perceptions attributed
to the attainment of a qualification in financial studies or accounting as MannWhitney Test results show.
Table 7-13: Mann-Whitney test in respect to financial qualification
Dimensions

Items

Subgroups/*
1
2

U

PValue

Methods of
Comparing
Service
delivery and
Actual
Performance

With previous periods
Against pre-prepared standards & norms
Against pre-prepared aims and objectives
Against other units within the ministry
Against other governmental units
Against other private units

3.85
3.74
4.00
3.37
2.93
2.89

4.27
3.73
3.77
3.64
3.18
3.09

220.000
285.000
244.000
245.000
242.000
255.000

.099
.796
.259
.239
.191
.310

Reasons of
Performance
Measurement
Within Units

Helps inform unit's objectives
Helps improving administrative process
Helps identifying objectives achievement
Helps with future planning
Helps improving operational activities
Helps improving resources distribution
Helps clarify attempts to achieve quantitatively
Helps clarify attempts to achieve qualitatively

3.72
4.31
3.94
4.22
4.08
3.75
3.64
3.69

3.77
4.07
4.16
4.11
4.05
3.86
3.86
3.86

774.000
717.500
680.500
750.000
775.000
735.500
683.500
717.000

.852
.439
.251
.662
.861
.559
.260
.435

Reasons for
not Carrying
Out
Performance
Measurement

Absence of clear plans for the unit
Unavailability of qualified human resources

3.72
3.72

Difficulty of performance measurement
No need for performance information
Absence of binding laws
Performance measurement is not important
Costs exceed any benefits
Recommendation ignored

3.11
2.56
3.33

4.00
4.00
3.48
2.78
3.56
2.30

203.000
213.500
198.000
208.500
201.000
215.500
239.000

.324
.470
.285
.374
.306
.501
.920
.121

l=Yes(n=54),2=No(n=71).

*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
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2.50
2.78
3.28

2.70
3.78

182.000

7.2.6.12 According to the Type of Accounting Qualification
Sub-hypothesis 12
There are significant differences in the Ministries respondents' perceptions
attributed to the type of accounting qualification.
Similarly, the results of Kruskal-Wallis One-way ANOVA Test results
included in Table 7-14, reveal that there are no significant differences at 0.05
regarding methods of comparing performance measurement attributed to the type
of accounting qualification as Chi-square value indicate.
However, there are significant differences at P = 0.040 regarding the third
reason for carrying out performance measurement (helps identifying objectives
achievement), differences at P = 0.011 regarding the fourth reason (helps with
future planning), differences at P =0.020 regarding the fifth reason (helps
improving operational activities), differences at P = 0.011 regarding the sixth
reason (helps improving resources distribution) and differences at P = 0.015 and
P = 0.012 regarding the seventh reason (helps clarify attempts to achieve
quantitatively) and the eighth reason (helps clarify attempts to achieve
qualitatively) respectively).
The mean values indicate that these differences are in favour of
respondents with business studies qualifications except for the fourth reason for
which the differences are in favour of CPA. This result might be attributed to the
fact that the respondents with business administration qualification are the
administrators who perceive the practical and administrative aspect of the process
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of performance measurement rather than the technical aspect as perceived by the
accountants.
Regarding the reasons for not carrying out performance measurement,
results do no indicate significant differences at the 5% level, as Chi-square values
report, attributed to the type of financial or accounting qualification.
Table 7-14: Kruskal-Wallis One-way ANOVA in respect to kind of financial qualification
Dimensions

Items
1

Methods of
Comparing
Service
delivery and
Actual
Performance

With previous periods
Against pre-prepared standards & norms
Against pre-prepared aims and objectives
Against other units within the ministry
Against other governmental units
Against other private units

Reasons of
Helps inform unit's objectives
Performance
Helps improving administrative process
Measurement Helps identifying objectives achievement
Within Units
Helps with future planning
Helps improving operational activities
Helps improving resources distribution
Helps clarify attempts to achieve quantitatively
Helps clarify attempts to achieve qualitatively
Reasons for
not Carrying
Out
Performance
Measurement

3.79
3.63
4.11
3.53
2.95
2.95
3.58
4.21
3.71
3.96
3.83
3.54
3.46
3.50

Subgroup/*
2
3
4.00
3.67
3.67
3.00
2.83
2.67
4.00
4.60
4.50
4.70
4.70
4.40
4.20
4.30

4.00
5.00
4.00
3.00
3.00
3.00
4.00
4.00
4.00
5.00
4.00
3.00
3.00
3.00

Chi
sqr

PValue

.223
4.227
.125
2.428
.415
.467

.895
.121
.939
.297
.813
.792

2.599
1.857
6.417
9.006
7.817
8.991
8.341
8.814

.273
.395
.040
.011
.020
.011
.015
.012

Absence of clear plans for the unit
3.71
3.00
4.00
1.657
Unavailability of qualified human resources
3.71
4.00
1.427
3.00
Difficulty of performance measurement
2.79 4.00
4.712
5.00
No need for performance information
2.36
5.064
3.00
3.33
Absence of binding laws
3.29
.392
3.00
3.67
Performance measurement is not important
2.29
2.758
3.00
3.33
Costs exceed any benefits
2.57
4.061
3.00
3.67
Recommendation ignored
3.14 4.00
2.149
3.00
1= Accounting degree (n=38), 2= Business studies degree (n=13), 3= CPA (Certified Public Account;

*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
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.437
.490
.095
.079
.822
.252
.131
.341
n=3)

7.2.6.13 According to Special Training in Performance Measurement
Sub-hypothesis 13:
There are significant differences in the Ministries respondents' perceptions
attributed to special training in performance measurement.
Results included in table 7-15 indicate significant differences at P = 0.002
regarding the third method "Against Pre-prepared Aims and Objectives". These
differences are for the benefit of those who have received training in performance
measurement. However regarding the rest of the methods, results do not indicate
significant differences at 0.05 as U-values reveal attributed to special training in
performance measurement.
With respect to reasons for carrying out performance measurement, results
indicate significant differences at the 5% level regarding all of these reasons
attributed to special training in performance measurement except for the last
reason (helps clarify attempts to achieve qualitative measures) as U-value is not
significant at the 5% level. These differences are for the benefit of those
respondents who had training in performance measurement. This might be due to
the important role of these courses in promoting the importance of performance
measurement of qualitative faction for the unit when measuring the results of
activities.
Finally, with respect to the reasons for not carrying out performance
measurement, the results report significant differences regarding the first reason
(absence of clear plans for the unit) where U-value (48.0) significant at P = 0.014.
These differences are in favour of respondents who had a special training as the
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mean values indicate. However, there are no significant differences regarding the
rest of the reasons.
Table 7-15: Mann-Whimey test in respect to special training in performance measurement
Items

Dimensions

Subgroups/*
1
2

U

P-

Value

Methods of
Comparing
Service
delivery and
Actual
Performance

With previous periods
Against pre-prepared standards & norms
Against pre-prepared aims and objectives
Against other units within the ministry
Against other governmental units
Against other private units

4.29
3.86
4.38
3.52
3.29
3.14

3.86
3.64
3.54
3.46
2.86
2.86

214.000
262.500
147.500
292.500
216.000
251.500

.085
.496
.002
.973
.062
.302

Reasons of
Performance
Measurement
Within Units

Helps inform unit's objectives
Helps improving administrative process
Helps identifying objectives achievement
Helps with future planning
Helps improving operational activities
Helps improving resources distribution
Helps clarify attempts to achieve quantitatively
Helps clarify attempts to achieve qualitatively

4.10
4.55
4.41
4.48
4.45
4.10
4.00
4.10

3.55
3.96
3.86
3.98
3.84
3.65
3.63
3.61

487.500
470.500
473.000
497.000
452.500
529.000
572.000
505,000

.007
.004
.005
.009
.002
.024
.072
.011

4.67
4.00
3.17
2.67
3.50
2.17
3.00
3.67

3.77
3.87
3.36
2.69
3.46
2.41
2.69
3.56

48.000
89.500
109.500
116.500
116.500
86.500
109.000
96.500

.014
.332
.797
.985
.986
.282
.772
.452

Reasons for
not Carrying
Out
Performance
Measurement

Absence of clear plans for the unit
Unavailability of qualified human resources
Difficulty of performance measurement
No need for performance information
Absence of binding laws
Performance measurement is not important

Costs exceed any benefits
Recommendation ignored
1= Yes (n=35), 2=No (n=90).
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
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7.2.7 Hypothesis 4
There are significant differences in the Ministries respondents' perceptions
toward performance measurement (methods of comparison, reasons of
measurement, users and reasons for not carrying out performance measurement)
attributed to which ministry the respondents work for.
Table 7-16 reveals Kruskal-Wallis One-way ANOVA Test results related
to measuring respondents' perceptions toward performance measurement
attributed to the ministry in which they work. The results do not indicate
significant differences at the 5% level with respect to methods of comparison,
reasons of measurement and users of performance measurement reports as Chisquare values represent. However, the results indicate that there are significant
differences at P = 0.013 in respondents' perceptions regarding the first reason for
not carrying out performance measurement, i.e., absence of clear plans for the
unit as Chi-square value (17.68) suggests. The mean values (4.78) indicate that
these differences are for the benefit of respondents in the Ministry of Labour and
Social Affairs.
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Items

6

7

8

Chi
Sqr

P-

value

.646

.435

Subgroups/ *
4
5

.931
.362
.208

3

5.113
7.861
2.449
7.679
9.665

.897

2

3.88
4.13
3.50
3.25
3.25

2.872

.127
.133
.076
.202
.428
.486
.605

1

3.50
4.00
3.50
2.50
2.00

3.94

11.282
11.139
12.862
9.767
7.007
6.472
5.452

4.12
3.67
4.50
3.67
3.33
3.33

3.50

4.53
4.53
4.53
4.53
3.76
3.88
3.88

4.00
3.25
3.25
3.75
3.00
3.00

4.00

4.13
4.00
3.75
3.75
3.50
3.75
3.75

4.33

3.64
4.09
3.82
3.27
3.00
3.09

3.67

4.00
4.15
4.54
4.08
3.92
4.08
4.08

3.75

4.00
4.00
4.00
2.00
1.00

3.62

4.00
3.44
3.67
3.89
3.67
3.22
3.33

3.00

3.00
3.50
3.25
3.00
2.50

3.67

4.31
3.85
4.15
3.92
3.77
3.62
3.62

4.50

3.60
3.40
3.60
2.60
2.60
3.55

2.67
4.00
3.67
3.33
3.67
3.67
3.67

6.937

3.83

4.45
4.09
4.18
4.18
4.36
3.82
3.91

.345

With previous periods
Against pre-prepared standards & norms
Against pre-prepared aims and objectives
Against other units within the ministry
Against other governmental units
Against other private units
3.83
4.00
3.83
3.83
3.50
3.83
3.83

4.40

Table 7-16: Kruskal-Wallis One- Way ANOVA test in respect to ministry

Dimensions

Methods of
Comparing
Service delivery
and Actual
Performance
Reasons of
Performance
Measurement
Within Units
Helps inform unit's objectives
Helps improving administrative process
Helps identifying objectives achievement
Helps with future planning
Helps improving operational activities
Helps improving resources distribution
Helps clarify attempts to achieve quantitatively
Helps clarify attempts to achieve qualitatively

Reasons for not
Absence of clear plans for the unit
4.78
3.60
3.50
3.50
4.40
3.43
3.67
3.50
17.683
.013
Unavailability of qualified human resources
Carrying Out
4.33
3.40
3.67
3.50
4.60
3.43
4.00
3.50
11.735
.110
Difficulty of performance measurement
Performance
2.89
3.80
3.00
2.50
3.80
4.00
3.11
3.50
5.979
.542
No need for performance information
Measurement
3.11
3.20
2.67
2.00
2.40
2.57
2.44
2.50
6.158
.521
Absence of binding laws
2.67
3.20
3.67
3.00
4.40
3.29
3.89
4.00
9.990
.189
Performance measurement is not important
2.67
2.80
2.33
2.00
2.00
2.57
2.00
2.50
4.534
.717
Costs exceed any benefits
2.89
3.00
3.17
3.00
2.40
2.71
2.33
2.50
4.913
.671
Recommendation ignored
3.56
3.20
4.00
3.00
4.00
3.29
3.67
3.50
4.638
.704
l=Ministry of Labor & Social Affairs (N=15); 2= Ministry of Education (N=16);
3=
Ministry
of
Information
&
Culture
(N=9);
4=
Ministry
of
Health
(N
=15);
5= Ministry of
Economic & Commerce (N=14); 6= Ministry of Planning (N=20); 1- Ministry of Public works & Housing (17); 8= Ministry of Finance Industry (N=
19).
Mean= (minimum=l Strongly Disagree; Maximum=5 Strongly Agree)

7.3 Findings Related to Performance Measurement Auditing in SAI
This section analyses and discusses the result related to part 1 of the SAI
questionnaire, which is related to performance measurement auditing, through
answering eight research questions and examining one major hypothesis.

7.3.1 Importance of Performance Auditing
Research question 12
What are the perceptions of the group of respondents working for SAI
toward performance auditing?
This question aims at identifying SAI respondents' perception toward the
importance of performance auditing of governmental units carried out by SAI, the
necessity of auditing performance, the type of performance audits, assessment of
the importance of performance auditing, undertaking audit performance relating
to units activities, having clear and specific concepts and definitions, undertaking
performance auditing in light of concepts and definitions, kinds of performance
auditing undertaken by SAI, periods of carrying out audit performance and using
data obtained for comparison purposes.
Results included in Table 7-17 indicate that all respondents (35) believe it
is necessary for SAI to audit performance of governmental units. 85.7% believe
SAI should not only perform fraud/regularity audits. With, 94.3% of the
respondents claim that SAI does not only perform fraud/regularity audits.
Furthermore, with regard to assessment of performance auditing, all respondents
(35) purport that performance auditing is important for governmental units.
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97.1% believe SAI undertakes performance auditing related to units activities.
Regarding clear and specific concepts and definitions, all of the respondents agree
while 94.1% believe SAI undertakes performance auditing in light of these
concepts and definitions.
Moreover, regarding kinds of performance auditing undertaken by SAI,
32% of the respondents believe they are economy auditing (assessing whether
resources have been properly used in terms of quality and quantity at the least
cost), 33% regard them efficiency auditing (assessing if maximum output is
gained from the resources devoted to each activity) and 35% consider them
effectiveness auditing (Assessing that outcome achieved is that desired). As for
the periods of carrying out performance auditing, results indicate that the majority
(67.6%) believe performance auditing is carried out randomly (ad hoc), 29.9%
claim that it is done annually and only 2.9% regard that it is done every month.
Finally, the results indicate that 88.3% of the respondents believe data obtained
from auditing performance is used for comparison purposes, but 8.8% do not
agree. From these results, it can be seen that respondents in the SAI are aware of
the necessity and importance of performance auditing of governmental units.
They believe also that SAI audits government units in the light of clear and
specific concepts and definitions of performance measurement auditing.
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Table 7-17: Summary statistics about performance audit
Items

Frequency

Percentage

Necessity of auditing performance of

Yes

35

100

governmental units

No

0

0

Do not know

0

0

Yes

5

14.3

No

30

85.7

Do not know

0

0

Yes

1

2.9

No

33

94.3

1

2.9

SAI should only perform fraud/regularity audits

Does SAI only perform fraud/regularity audits?

Do not know
Assessment of the importance of performance

Important

35

100

auditing for governmental units

Indifferent

0

0

Unimportant

0

0

Yes

34

97.1

No

1

2.9

Do not know

0

0

Having clear and specific concepts and

Yes

34

100

definitions for performance auditing

No

0

0

Do not know

0

0

Undertaking performance auditing in light of

Yes

32

94.1

concepts & definitions

No

2

5.9

Do not know

0

0

Economy Auditing

31

32.0

Efficiency Auditing

32

33.0

Effectiveness Auditing

34

35.0

Every month

1

2.9

Every six months

0

0

Annually

10

29.9

Every two years

0

0

Ad hoc

23

67.6

Never

0

0

Yes

30

88.3

No

3

8.8

Do not know

1

2.9

Undertaking audit performance relating to units
activities

Kinds of performance auditing undertaken by
SAI*

Periods of carrying out audit performance

Using data obtained from auditing performance
for comparison purposes

* Respondents may choose more than one answer.
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7.3.2 Reasons for Undertaking Performance Auditing
Research question 13
What are the reasons for undertaking performance auditing?

The main objective of this question is to determine the reasons that urge
SAI undertakes performance auditing. Four items were chosen such as to prevent
fraud and falsification of public funds, unit are effective in providing services,
public funds are efficiently invested and achieve economy in public expenditure.
Respondents were requested to decide the level of their opinion on a fivepoint scale in terms of strongly agree to strongly disagree.
Results included in Table 7-18 indicate that the most important reason, as
perceived by the respondents, is to judge if units are effective in providing
services with 4.71 mean value followed by the third reason (public funds are
efficiently invested) as can be seen by the mean value 4.65. The fourth reason
(achieve economy in public expenditure) is perceived as the third most important
reason as indicated by 85.3% of the respondents where the mean value is 4.44.
The mode value (5) indicates that respondents strongly agree regarding each of
these reasons. This result indicates that the primary consideration of SAI is value
for money auditing. However, the first reason (prevent fraud and falsification of
public funds) is perceived the last as indicated by 47.1% with a mean value of
3.65. The mode value (3) indicates that 44.1% were indifferent.
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7.3.3 Procedures Undertaken by SAI for Measuring Performance
Research question 14
What are the procedures undertaken by SAI for measuring performance of
governmental units?

This question aims at specifying the most important procedures SAI
undertakes to audit governmental units performance. Respondents were requested
to determine their level of opinion on a five-point scale in terms of strongly agree
to strongly disagree.
Results included in Table 7-18 reveal that the most important procedure is
by comparing audit result against pre-prepared aims and objectives as 83.3% of
the respondents perceive with 4.47 mean value, while the mode value (5)
indicates that the majority strongly agree. The second procedure is with previous
periods about which 83.3% agree with 4.23 mean value. The mode value (4)
indicates that the majority agree. The third procedure is against pre-prepared
standards and norms about which 76.7% agree with a mean value of 4.13. The
fourth procedure as respondents perceive is between ministries and government
units where 46.7% agree with a mean value of 3.57, while the mode value (3)
suggests that 43.3% were indifferent. The least procedure used, as the
respondents perceive, is against other private sector units about which only 33.3%
agree while the mode value (3) suggest that 46.7% were indifferent.
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7.3.4 Assessment of the Performance Audit Reports
Research question 15
How do SAI respondents evaluate performance audit reports?
The purpose of this question is identifying the extent to which the
respondents evaluate performance audit reports. The respondents were asked to
determine their level of opinion on a five-point scale in terms of strongly agree to
strongly disagree.
From Table 7-18, results indicate that 82.8% the respondents consider the
best characteristic of performance audit reports is that they help compare the
current situation with previous years as can be seen by the mean value (4.45) and
the mode value (5) which reports that the majority strongly agree. The second
characteristic, as perceived by the respondents', is that the benefits exceed costs
of preparation. 82.4% of the respondents (4.26 mean value) agree with the highest
mode value (5) indicating that respondents strongly agree. The characteristic
which reports that reports are issues in time came third, as indicated by 4.18 mean
value and mode value (4), according to 82.4% of the respondents. The fourth
characteristic as 85.3% of the respondents claim is that reports are verifiable and
acted upon with 4.15 mean value and mode value (4) indicating that the majority
agree. Regarding the fifth characteristic, 85.3% of the respondents (4.12 mean
value) believe reports meet users' requirements; the mode value (4) indicates that
the majority agree.
The results also reveal that 82.4% of the respondents consider reports
easily understood as the sixth characteristic with 4.09 mean value and mode value
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of 4. The seventh place was occupied by the characteristic which considers
reports contain consistent data and information as can be seen by the mean value
(4.00) where 76.5% of the respondents agree. 73.5% of the respondents (3.85
mean value) believe the eighth characteristic is that reports are comprehensive.
Finally, 67.7% of the respondents claim that reports are interesting to read. This
characteristic was considered the ninth as reported by the mean value 3.79. The
tenth characteristic as respondents regard is that reports help compare
governmental units with 3.68 mean value, while the mode value (3) reports that
41.2% were indifferent.
In summary, authors of performance measurement in the public sector
such as Jackson (1988), Palmer (1995) and Hatry (1999), state that performance
measurement reports should be consistent, understandable, reliable, comparable,
relevant, costless and timely. The consistency characteristic requires that similar
valuation methods and other accounting principles be used over time; when
changes occur, they should be disclosed. Understandability requires that
performance reports must be understood by those who may not have a detailed
knowledge of accounting principles and standards. The reliability characteristic
requires that information should be verifiable, free from bias, comprehensive and
represent what it should be represent. The comparability criterion requires that
performance information should help comparisons among government units.
Relevancy requires that the information should be closely related to what
information the users need for decision-making and accountability. The timely
characteristic requires that performance information reports should be in time to
facilitate decisions. The costless criterion requires that performance information
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should not cost more than their benefits. The finding of the current study clearly
indicated that the SAI respondents perceive that these criteria are provided by
performance measurement auditing reports issued by SAI.

7.3.5 Ways of Improving Performance Audit
Research question 16
What are the ways of improving performance audit?
This question aims at determining the ways by which performance audit
might be improved. Respondents were requested to determine their level of
opinion on a five point scale in terms of strongly agree to strongly disagree.
Results included in Table 7-18 indicate that 76.5% of the respondents
consider the most important way is by issuing more accurate data as the mean
value (4.15) suggests while the mode value (5) reveals that most of them strongly
agree. 76.5% of the respondents, with a mean value of 4.11, believe the second
important way is by issuing more comprehensive reports; most of them strongly
agree as mode value (5) reports. The third way, as 70.6% of the respondents
regard, is by issuing more understandable reports with 4.09 mean value. Issuing
more comparable reports is regard by 73.5% of the respondents as the fourth way
as represented by the mean value 4.03. The fifth way is by issuing more timely
reports as 70.6% (3.97 mean value) of the respondents believe. The sixth way of
improving performance audit is by issuing more widely available reports as
67.6% of the respondents regard with 3.94 mean value. The seventh way is by
issuing reports which are more relevant to users; 64.7% of the respondents agree
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as the mean value (3.88) reports. The least important way as 61.8% of the
respondents regard is by issuing more consistent reports; the mean value is 3.79.

7.3.6 Users of Performance Auditing Reports
Research question 17
Who are the external users ofperformance-auditing reports issued by SAI?
The main purpose of this question is to identify the external groups users
of performance auditing reports issued by SAI such as government units and
Ministries, SAI, Federal National Council, Ministerial Council (the Cabinet),
Financial and media analysts, creditors and debtors, beneficiaries of services and
general public. The respondents were requested to determine their level of
opinion on a five-point scale in terms of strongly agree to strongly disagree.
The results included in Table 7-18 indicate that SAI is the widest
perceived user of performance auditing reports as 82.4% of the respondents
perceive, with 4.32 mean value followed by government units and ministries
which is regarded by 76.5% with a mean value of 4.12. The mean value (4.09)
reports that Federal National Council is the third user as 73.5% of the respondents
claim, then the Ministerial council in the fourth place, as the mean value (4.03)
suggests, about which 73.5% of the respondents agree. The fifth possible user as
58.8% of the respondents regard is financial and media analysts with 3.62 mean
value followed by creditors and debtors in the sixth place as mean value (4)
reports that 50% are indifferent. The seventh group is beneficiaries of services as
the mean value (3.18) represents; 38.2% of the respondents agree while 50% are
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indifferent. The least possible group of users as the respondents perceive is the
general public; 17.6% of the respondent agree with 2.82 mean value while 55.9
are indifferent as mode value 3 suggest.

7.3.7 Reasons for Not Undertaking Performance Audit by SAI
Research question 19
What are the reasons for not undertaking performance audit by SAI?
This question aims at determining the reasons that prevent SAI from
undertaking performance audit. A number of reasons were given and the
respondents were asked to determine their level of opinion on a five-point scale in
terms of strongly agree to strongly disagree.
The results presented in table 7-18 indicate that one respondent claims
that SAI does not undertake performance audits of ministries and governmental
units, therefore, he is the only one to determine these reasons, and the answers of
this respondent are presented without comment.
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Items
Prevent fraud and falsification of public funds
Units are effective in providing services
Public funds are efficiently invested
Achieve economy in public expenditure
With previous periods
Against pre-prepared standards and norms
Against pre-prepared aims and objectives
Between ministries and governmental units
Against other private sector units
Reports issued in time
Reports are interesting to read
Reports are easily understood
Reports meet users' requirements
Benefits exceed costs of preparation
Reports help compare governmental units
Contain consistent data and information
Help compare situation with previous years
Reports are comprehensive
Reports are verifiable
More comprehensive reports
More timely reports
More relevant to the users
More consistent reports
More accurate data
More comparable reports
More understandable reports
More widely available
Government units and Ministries
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysts
Creditors and debtors
Beneficiaries of services
General public
Absence of clear concepts and definitions
Unavailability of qualified human resources
Difficulty of performance auditing
No need for audit performance information
Absence of binding laws

Table 7-18: Summary statistics about performance auditing
Dimensions
Reasons for
undertaking
performance
auditing
Procedures
undertaken for
measuring
performance
Assessment of
performance
audit reports

Ways of
improving
performance
audit

Groups users of
performance
auditing reports

Reasons for not
undertaking
performance
audit by SAI

Performance auditing is not important
Costs exceed any benefits

N
34
34
34
34
30
30
30
30
30
34
34
34
34
34
34
34
29
34
34
34
34
34
34
34
34
34
34
34
34
34
34
34
34
34
34

Percentages/*
1
2
44.1
8.8
2.9
5.9
5.9
8.8
16.7
20.0
3.3
3.3
13.3
10.0
43.3
20.0
46.7
14.7
2.9
8.8
26.5
17.6
2.9
11.8
2.9
14.7
41.2
8.8
5.9
17.6
3.4
13.8
8.8
17.6
2.9
11.8
5.9
17.6
23.5
5.9
32.4
2.9
2.9
35.3
2.9
20.6
2.9
23.5
29.4
2.9
29.4
2.9
20.6
2.9
14.7
5.9
20.6
20.6
5.9
8.8
32.4
11.8
50.0
20.6
47.1
26.5
55.9
100
100
100
100
100
N= Number of observation;
* 1 = Strongly Disagree & Disagree (1+2); 2 = Indifferent (3); 3 = Strongly Agree & Agree (4+5).

3
47.1
97.1
94.1
85.3
83.3
76.7
83.3
46.7
33.3
82.4
64.7
82.4
85.3
82.4
50.0
76.5
82.8
73.5
85.3
76.5
70.6
64.7
61.8
76.5
73.5
70.6
67.6
76.5
82.4
73.5
73.5
58.8
38.2
32.4
17.6
100
100
-

Mean
3.65
4.71
4.65
4.44
4.23
4.13
4.47
3.57
3.20
4.18
3.79
4.09
4.12
4.26
3.68
4.00
4.45
3.85
4.15
4.09
3.97
3.88
3.79
4.15
4.03
4.09
3.94
4.12
4.32
4.09
4.03
3.62
3.38
3.18
2.82
5.00
5.00
3.00
3.00
3.00
1.00
1.00

Mode
3
5
5
5
4
5
5
3
3
4
4
4
4
5
3
4
5
4
4
5
4
4
4
5
4
5
4
4
5
5
4
4
3
3
3
5
5

3
3
3
1
1

SD
1.07
.52
.60
.89
.73
.86
.86
.94
.96
.80
.91
.67
.73
.83
1.07
.85
.87
.86
.74
1.00
1.00
.84
.91
.96
.94
.83
.85
.84
.84
.93
.90
.82
.85
.94
.83
.
_
.
-

Min.
1
3
3
2
3
2
2
2
1
2
2
3
2
2
1
2
2
2
2
1
1
2
1
1
1
3
2
2
2
2
2
2
2
1
1
5
5
3
3
3
1
1

Max
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
4
5
5
3
3
3
1
1

7.3.8 Receivers of Performance Auditing Reports Produced by SAI
Research question 18
Who are the internal users ofperformance-auditing reports produced by SAI?
The main purpose of this question is to determine the internal employees
that receive performance auditing reports such as ministers, under secretaries,
managers, heads of department, internal auditors, accountants and clerks.
Results presented in Table 7-19 indicate that 91.2% of the respondents
believe that the "Ministers" are those who receive the performance reports
followed by the "Under Secretaries" as 67.6% of the respondents confirm. 55.9%
of the respondents consider the "Directors" as the third primary group, which
receives these reports. While 35.3% claim that "Heads of Departments" and
"Internal Auditors" are the fourth primary group of receivers. However, the least
expected groups, as respondents perceive, are accountants and clerks as suggested
by 11.8% and 8.8% respectively.
Table 7-19: internal users of performance reports produced by SAI
No

Yes

Do not know
Freq.
%

Freq.

%

Freq.

%

Ministers

31

91.2

1

2.9

2

5.9

Under secretaries

23

67.6

2

5.9

9

26.5

Directors

19

55.9

3

8.8

12

35.3

Head of departments

12

35.3

5

14.7

17

50.0

Internal auditors

12

35.3

6

17.6

16

47.1

Accountants

4

11.8

8

22

64.7

Clerks

3

8.8

11

23.5
32.4

20

58.8
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7.3.9 Hypothesis 5
There are significant differences in respondents' perceptions regarding
performance auditing of governmental units attributed to respondents
demographic features.

7.3.9.1 According to Age
Sub-hypotheses 1:
There are significant differences in respondents' perceptions regarding
performance auditing of governmental units attributed to age.

The results, presented in table 7-20 regarding differences in the
respondents' perceptions based on Kruskal-Wallis One-way ANOVA Test, do not
indicate significant differences at the 5% level with regard to all of the
dimensions attributed to age.
This high agreement among SAI employees can be attributed to the
similarities of their ages. In fact, most (88.6%) of the respondents are over 36
years old.
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Table 7-20: Kruskal-Wallis One-way ANOVA in respect to age
Dimensions

Item

Subgroups/*
1
2
3
4
Prevent fraud and falsification of public funds
Reasons for
4.00
333
3.50
undertaking
Units are effective in providing services
4.33
4.67 4.80
performance Public funds are efficiently invested
4.33
4.44 4.80
auditing
Achieve economy in public expenditure
4.00 4.00 4.50
With previous periods
Procedures
4.67 4.17 4.30
undertaken
Against pre-prepared standards and norms
3.67 4.67 3.80
for
Against pre-prepared aims and objectives
3.33
4.50 4.70
measuring
Between ministries and governmental units
3.00 4.00 3.60
performance
Against other private sector units
3.00 4.00 3.10
Reports issued in time
Assessment
3.67 4.11
4.30
of
Reports are interesting to read
3.00 3.67 4.00
performance Reports are easily understood
4.33
3.89 4.00
audit reports
Reports meet users' requirements
4.00 4.00 4.30
Benefits exceed costs of preparation
3.67 4.11
4.50
Reports help compare governmental units
3.67 3.44 3.80
Contain consistent data and information
4.33 4.00 4.10
Help compare situation with previous years
3.33
4.50 4.60
.
Reports are comprehensive
3.67 3.67 4.00
Reports are verifiable
3.67 4.11
4.10
Ways of
More comprehensive reports
4.33
3.67 4.20
improving
More timely reports
4.33
3.78 3.90
performance More relevant to the users
4.00 4.00 3.90
audit
.
More consistent reports
4.00 3.56 3.90
.
4.00 4.11
4.10
More accurate data
3.67 4.00
4.33
More comparable reports
4.00 4.00 4.20
More understandable reports
4.33
3.89 3.90
More widely available
3.67 3.78 4.40
Groups users Government units and Ministries
of
4.22 4.50
4.33
State Audit Institution
performance
3.67 4.00 4.10
Federal National Council
auditing
.
3.67 4.00 4.10
Ministerial Council (the Cabinet)
reports
3.00 3.89 3.50
Financial and media analysts
3.00 3.67 3.20
Creditors and debtors
3.56 3.10
2.33
Beneficiaries of services
3.00 2.40
2.33
General public
5
Reasons for
Absence of clear concepts and definitions
not
5
Unavailability of qualified human resources
undertaking
3
Difficulty of performance auditing
performance
3
audit by SAI No need for audit performance information
3
Absence of binding laws
1
Performance auditing is not important
1
Costs exceed any benefits
1= 18-25 years (n=0), 2= 26-35 years (n=4), 3= 36-45 years (n=9), 4= 46-55 years (n=10), 5->
'Mean = minimum 1 strongly disagree, maximum 5 strongly agree
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Chi5
3 92
4.75
4.75
4.83
4.09
4.27
4.55
3.45
2.91
4.25
3.92

2.643
2.459
4.068
4.262
1.760
4.393
3.629
2.221
4.920
.678
1.910
4.25
1.979
4.08
.905
4.33
2.289
3.75
.303
3.83
.647
4.60
3.071
3.92
.714
4.33
1.152
4.25
.966
4.08
.651
3.75
.804
3.83
.411
4.25
.624
4.25
1.634
4.08
.381
3.92
.713
4.25
3.218
4.25
.629
1.129
4.25
4.08
.306
2.273
3.67
3.42
1.808
3.17
4.392
3.17
7.065
SSyears (n-U)

Pvalue
.450
.483
.254
.235
.624
222
.304
.528
.178
.878
.591
.577
.824
.515
.959
.885
.381
.870
.765
.809
.885
.848
.938
.891
.652
.944
.870
.359
.890
.770
.959
.518
.613
.222
.070
-

7.3.9.2 According to Nationality
Sub-hypotheses 2:
There are significant differences in respondents' perceptions regarding
performance auditing ofgovernmental units attributed to nationality.

The results included in Table 7-21, related to Mann-Whitney Test,
indicate significant differences at P = 0.044 with regard to reasons for
undertaking performance auditing attributed to nationality toward the fourth
reason (achieve economy in public expenditure). The mean values (4.57) report
that these differences are for the benefit of native respondents. The rest of the
reasons, however, do not indicate significant differences at the 5% level.
The results also reveal no significant differences with respect to
procedures, assessment, ways of improvement, groups users and reasons for not
undertaking performance audit by SAI as can be seen by Mann-Whitney Test.
This high agreement among SAI employees can be attributed to the fact
that the majority (85.7%) of employees are non-native. It is logical, therefore, that
they share the same views toward these aspects of performance measurement
auditing undertaking by SAI.
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Table 7-21: Mann-Whitney Test in respect to nationality
Dimensions

Items

Prevent fraud and falsification of public funds
Units are effective in providing services
Public funds are efficiently invested
Achieve economy in public expenditure
With previous periods
Against pre-prepared standards and norms
Against pre-prepared aims and objectives
Between ministries and governmental units
Against other private sector units
Reports issued hi tune
Assessment
of
Reports are Interesting to read
performance
Reports are easily understood
audit reports
Reports meet users' requirements
Benefits exceed costs of preparation
Reports help compare governmental units
Contain consistent data and information
Help compare situation with previous years
Reports are comprehensive
Reports are verifiable
More comprehensive reports
Ways of
improving
More timely reports
performance
More relevant to the users
audit
More consistent reports
More accurate data
More comparable reports
More understandable reports
More widely available
Groups users Government units and Ministries
of
State Audit Institution
performance
Federal National Council
auditing
Ministerial Council (the Cabinet)
reports
Financial and media analysts
Creditors and debtors
Beneficiaries of services
General public
Absence of clear concepts and definitions
Reasons for
not
Unavailability of qualified human resources
undertaking
Difficulty of performance auditing
performance
No need for audit performance information
audit by SAI
Absence of binding laws
Performance auditing is not important
Costs exceed any benefits
1= Native (n=5), 2= Non-native (n=30).
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
Reasons for
undertaking
performance
auditing
Procedures
undertaken
for measuring
performance
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Subgroups/*
1
2
3.67
3.50
4.50
4.73
4.25
4.70
4.57
3.50
4.19
4.67
4.19
3.67
4.59
3.33
3.59
3.33
3.22
3.00
4.27
3.50
3.93
2.75
4.07
4.25
4.17
3.75
4.33
3.75
3.70
3.50
3.97
4.25
4.58
3.33
3.25
3.93
4.23
3.50
4.13
3.75
4.00
3.75
3.50
3.93
3.80
3.75
4.17
4.00
4.03
4.00
4.10
4.00
3.97
3.75
4.20
3.50
4.33
4.25
4.17
3.50
4.10
3.50
3.50
3.63
3.37
3.50
3.20
3.00
2.83
2.75
5.00
5.00
3.00
3.00
3.00
1.00
1.00

U

PValue

54.500
45.000
32.000
28.000
26.000
32.500
19.000
33.500
35.500
37.000
26.500
52.000
41.500
42.500
53.500
51.000
18.500
43.500
38.000
48.500
53.500
47.000
55.500
50.000
56.000
55.500
56.500
39.000
50.000
36.500
39.500
53.000
52.000
53.000
53.500
-

.754
.297
.060
.044
.277
.555
.075
.608
.713
.184
.059
.633
.269
.310
.714
.605
.082
.335
.193
.513
.714
.462
.799
.567
.820
.798
.843
.232
.556
.183
.246
.687
.644
.690
.700
-

7.3.9.3 According to Period of Work
Sub-hypotheses 3
There are significant differences in respondents' perceptions regarding
performance auditing of governmental units attributed to period of work.

Table 7-22 reports Kruskal-Wallis One-way ANOVA Test results relating
to significant differences in respondents' perceptions toward performance
auditing attributed to period of work in SAL The findings do not reveal
differences at the 5% level regarding reasons for undertaking, procedures, groups
of users and reasons for not undertaking performance audit by SAL
However, regarding assessment of performance audit reports, results
indicate significant differences at P = 0.048 relating to the seventh characteristic
(reports contain consistent data and information) The mean values suggest that
these differences are in favour of those who have 6-10 years of work. The results
do not indicate significant differences regarding the rest of the characteristics at
the 5% level attributed to period of work.
Similarly, with respect to ways of improving performance auditing reports,
results indicate significant differences at P = 0.032 in respondents' perceptions
regarding the seventh way (more understandable reports). The mean values reveal
that these differences are for the benefit of those with 16-20 years of work. There
are also significant differences with regard to the eighth way (more widely
available) where Chi-square (8.901) significant at =P =0.031, and the mean value
report that these differences are in favour of 6-10 years. The rest of the ways of
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improving performance audit do not reveal significant differences at the 5% level
attributed to years of work in the SAI.
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Table 7-22: Kruskal-Wallis One-way ANOVA in respect to years of work in SAI
Dimensions

Item

1
Prevent fraud and falsification of public funds
Units are effective in providing services
Public funds are efficiently invested
Achieve economy in public expenditure
With previous periods
Procedures
undertaken
Against pre-prepared standards and norms
for
Against pre-prepared aims and objectives
measuring
.
and governmental units
performance Between ministries
Against other private sector units
Reports issued in time
Assessment
of
Reports are interesting to read
performance Reports are easily understood
audit reports
Reports meet users' requirements
Benefits exceed costs of preparation
Reports help compare governmental units
Contain consistent data and information
Help compare situation with previous years
.
Reports are comprehensive
—
Reports are verifiable
More comprehensive reports
Ways of
improving
More timely reports
performance More relevant to the users
audit
More consistent reports
More accurate data
More comparable reports
—
More understandable reports
More widely available
Groups users Government units and Ministries
of
State Audit Institution
performance Federal National Council
auditing
Ministerial Council (the Cabinet)
reports
.
Financial and media analysts
Creditors and debtors
Beneficiaries of services
General public
Reasons for
Absence of clear concepts and definitions
not
Unavailability of qualified human resources
undertaking
Difficulty of performance auditing
performance
audit by SAI No need for audit performance information
Absence of binding laws
Performance auditing is not important
Costs exceed any benefits
1= 1-5 years (n=0), 2= 6-10 years (n=6), 3= 1 1-15 years (n=13), 4=
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree

Reasons for
undertaking
performance
auditing
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ChiPSubgroups/*
value
sqr.
2
3
5
4
3.83
.784
3.50
1.070
3.80
3.50
.446
4.75
2.666
4.33
4.80
4.83
.347
3.308
4.50 4.83
4.60
4.50
.765
1.151
4.00 4.58 4.50 4.50
.334
3.396
4.40 4.00 4.67
4.13
.405
2.914
4.20 4.18
4.38
3.67
.565
2.036
4.00 4.73
4.50
4.33
.874
3.55
.697
3.80
3.38
3.67
.415
2.851
3.80
3.17
3.27
2.75
.877
.683
4.00 4.08 4.33
4.30
.345
3.75 4.33
3.319
3.33
3.80
.312
3.572
4.00 3.83
4.30
4.33
.835
.861
4.17 4.17 4.33
3.90
.590
1.915
4.17 4.08
4.30
4.67
.806
.982
3.67 3.58 4.00 3.60
.048
7.886
4.67 3.67 4.33
3.80
.736
1.271
4.57
4.00 4.64 4.33
.289
3.760
3.70
4.00 3.67 4.33
.298
3.685
3.92 4.33
4.20
4.33
.678
1.520
4.00
4.00 4.00 4.50
.673
1.542
3.92 4.33
4.00
3.80
.120
5.841
3.60
4.50 3.67 4.17
.420
2.824
3.58
3.83
3.80
4.17
.986
.145
4.25 4.33
3.83
4.10
.568
2.023
4.00 3.83
4.10
4.33
.032
3.67 4.83
8.793
4.33
4.00
.031
8.901
4.67 3.58 4.33
3.70
.586
1.936
4.00 3.92 4.33
4.30
.769
4.17
1.134
4.33
4.50
4.33
.639
1.691
4.00 3.92 4.00
4.40
.889
4.00 3.92 4.00 4.20
.633
.381
3.67 3.92
3.17
3.068
3.50
.840
3.25
3.67
3.33
.839
3.40
.995
3.08
3.33
3.17
.075
3.20
.497
2.381
2.67 2.67 2.83
3.10
5
5
3
3
3
1
1
16-20 years (n=6), 5= More than 20 years (n=10).

7.3.9.4. According to Previous of Work Experience
Sub-hypotheses 4
There are significant differences in respondents' perceptions regarding
performance auditing of governmental units attributed to previous work
experience.
Table 7-23

indicates significant differences in the respondents'

perceptions regarding performance auditing of governmental unit carried out by
SAI attributed to previous work experience toward the third reason for
undertaking performance auditing (public funds are efficiently invested) where
U-value (45.0) is significant at P - 0.027. The mean values suggest that these
differences are for the benefit of the respondents who have previous work
experience. Moreover, there are significant differences at P = 0.035 regarding the
fourth reason achieve economy in public expenditure.
However, with respect to assessment, ways of improvement, groups of
users and reasons for not undertaking performance audit by SAI, results do not
indicate significant differences at the 5% level attributed to previous work
experience.
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Table 7-23 : Mann-Whitney Test in respect to previous work experience
Dimensions

Items

Prevent fraud and falsification of public funds
Units are effective in providing services
Public funds are efficiently invested
Achieve economy in public expenditure
With previous periods
Procedures
undertaken
Against pre-prepared standards and norms
for measuring Against pre-prepared aims and objectives
performance
Between ministries and governmental units
Against other private sector units
Reports issued in time
Assessment
of
Reports are interesting to read
performance
Reports are easily understood
audit reports
Reports meet users' requirements
Benefits exceed costs of preparation
Reports help compare governmental units
Contain consistent data and information
Help compare situation with previous years
Reports are comprehensive
Reports are verifiable
Ways of
More comprehensive reports
improving
More timely reports
performance
More relevant to the users
audit
More consistent reports
More accurate data
More comparable reports
More understandable reports
More widely available
Groups users Government units and Ministries
of
State Audit Institution
performance
Federal National Council
auditing
Ministerial Council (the Cabinet)
reports
Financial and media analysts
Creditors and debtors
Beneficiaries of services
General public
of clear concepts and definitions
Absence
Reasons for
not
Unavailability of qualified human resources
undertaking
Difficulty of performance auditing
performance
need for audit performance information
No
audit by SAI
Absence of binding laws
Performance auditing is not important
Costs exceed any benefits
l=Yes(n=29), 2=No(n=6).
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
Reasons for
undertaking
performance
auditing
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Subgroups/*
1
2
3.67
3.64
4.71
4.67
4.75
4.17
4.61
3.67
4.15
4.75
4.15
4.00
4.58
3.75
3.58
3.50
3.23
3.00
4.29
3.67
3.17
3.93
4.07
4.17
4.18
3.83
4.36
3.83
3.67
3.68
4.17
3.96
3.75
4.56
3.50
3.93
4.25
3.67
4.14
3.83
4.00
3.96
3.67
3.93
3.83
3.79
4.17
4.14
4.00
4.04
4.00
4.11
4.00
3.93
4.21
3.67
4.17
4.36
4.18
3.67
3.67
4.11
3.17
3.71
3.17
3.43
2.83
3.25
2.67
2.86
5
5
3
3
•j
5
1
1

U
84.000
78.000
45.000
44.500
28.500
51.000
35.500
50.000
45.000
58.000
54.000
77.500
63.500
62.000
82.500
75.000
34.500
70.000
59.500
70.500
80.500
73.000
82.500
80.000
79.000
78.000
75.000
61.000
68.500
59.000
63.000
53.000
72.500
62.000
68.000
-

PValue
1.000
.724
.027
.035
.120
.948
.228
.897
.649
.204
.153
.743
.300
.281
.943
.662
.245
.489
.221
.516
.868
.599
.943
.847
.811
.773
.667
.268
.440
.231
.315
.131
.574
.289
.423
-

7.3.9.5 According to Period of Previous Experience
Sub-hypotheses 5:
There are significant differences in respondents' perceptions to-ward
performance auditing attributed to period ofprevious experience.
Results of Kruskal-Wallis One-way ANOVA test included in Table 7-24,
indicate significant differences at P = 0.005 in respondents' perceptions toward
the fourth reason for undertaking performance auditing (achieve economy in
public expenditure) attributed to period of previous experience as Chi-value
(12.71) suggests. The mean values report that these differences are in favour of
the respondents who have more than 15 years of previous experience. The rest of
the reasons, however, do not indicate differences at the 5% level.
Furthermore, results report significant differences with regard to the first
way of improving performance audit (more comprehensive reports) where Chisquare is significant at P = 0.009. These differences are for the benefit of the
group with more than 15 years of previous experience. The results also indicate
significant differences with respect to the second way (more timely reports).
These differences, Chi-square value (11.67) significant at P = 0.009, are in favour
of 1-5 years. Regarding the fifth and sixth ways (more accurate data and more
comparable reports), results indicate significant differences for the benefit of
those with more than 16 years where Chi-square values (12.07 and 14.64) are
significant at P = 0.007 and P = 0.002 respectively. These results might be
attributed to the fact that those with more than fifteen years of previous
experience have probably become acquainted with these reports within or outside
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the UAE, therefore, they might be more familiar with the characteristics of those
reports and more acquainted with the ways of improving them than others.
Finally, there are no significant differences regarding procedures,
assessment, groups of users and reasons for not carrying out performance audit by
SAI attributed to a period of previous experience.
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Table 7-24: Kruskal-Wallis One-way ANOVA in respect to Previous experience
Items

Subgroups/*
1
2
3
Prevent fraud and falsification of public funds 4.00
3.33
3.67
Reasons for
undertaking
Units are effective in providing services
4.75 4.92
4.17
performance
Public funds are efficiently invested
4.75 4.83
4.33
auditing
Achieve economy in public expenditure
4.75 4.83
3.67
With previous periods
4.25 4.18
4.00
Procedures
undertaken
Against pre-prepared standards and norms
4.00 4.18
3.80
for
Against pre-prepared aims and objectives
4.25
4.73
4.20
measuring
Between ministries and governmental units
3.50 3.64
3.40
performance
Against other private sector units
3.50 3.45
2.60
Reports issued in time
4.25
4.50
4.08
Assessment
of
Reports are interesting to read
4.25 3.67
4.00
performance
Reports are easily understood
4.25
4.00
3.83
audit reports
Reports meet users' requirements
4.00 3.92
4.67
Benefits exceed costs of preparation
4.33
4.00 4.42
Reports help compare governmental units
3.50 3.75
3.67
information
and
data
Contain consistent
4.33
3.50 3.92
Help compare situation with previous years
4.25 4.70
4.20
Reports are comprehensive
4.33
3.67
3.75
Reports are verifiable
4.33
3.75 4.25
More comprehensive reports
Ways of
3.00
4.50 4.25
improving
More timely reports
2.83
4.75 4.00
performance
3.50
4.25 4.00
More relevant to the users
audit
2.83
4.00
4.25
More consistent reports
More accurate data
2.83
4.75 4.42
2.83
4.50 4.08
More comparable reports
3.50
4.25 4.17
More understandable reports
3.50
4.00 4.00
More widely available
Groups users Government units and Ministries
3.83
4.25 4.33
of
4.00
4.33
4.75
State Audit Institution
performance
3.67
4.50 4.33
Federal National Council
auditing
3.67
4.33
4.25
Cabinet)
(the
Council
Ministerial
reports
3.33
4.00 3.83
Financial and media analysts
3.00
3.42
3.75
Creditors and debtors
2.83
3.50
3.25
Beneficiaries of services
2.83
3.00 2.67
General public
Reasons for
5.00
Absence of clear concepts and definitions
not
5.00
Unavailability of qualified human resources
undertaking
3.00
Difficulty of performance auditing
performance
.
3.00
No need for audit performance information
audit by SAI
.
3.00
Absence of binding laws
.
.
1.00
Performance auditing is not important
1.00
Costs exceed any benefits
1= 1-5 years (n=5), 2= 5-10 years (n=12), 3= 11-15 years (n=6), 4 = More than 15 years
minimum 1 strongly disagree, maximum 5 strongly agree
Dimensions
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Chisqr.
4
4.00 1.958
4.83
7.771
5.00
4.918
5.00
12.71
4.17
.375
2.259
4.50
4.83
3.908
3.67
.248
3.17
3.674
4.50
3.760
4.17
2.941
4.50
4.600
4.33
6.538
1.263
4.50
.255
3.67
2.891
4.00
4.83
3.561
4.479
4.17
4.071
4.50
11.67
4.83
11.67
4.50
2.910
4.00
7.773
4.00
12.07
4.50
14.64
4.83
4.571
4.50
2.356
4.17
2.142
4.33
3.032
4.50
3.010
4.17
2.572
4.00
3.102
3.67
3.401
3.67
2.051
3.17
2.010
3.17
(n=6). *Mean =

PValue
.581
.051
.178
.005
.945
.520
.272
.970
.299
.289
.401
.204
.088
.738
.968
.409
.313
.214
.254
.009
.009
.406
.051
.007
.002
.206
.502
.543
.387
.390
.462
.376
.334
.562
.570
-

7.3.9.6 According to Place of Previous Experience

Sub-hypotheses 6:
There are significant differences in SAI respondents' perceptions toward
performance auditing attributed to place ofprevious experience.
The results, presented in Table 7-25 related to Kruskal-Wallis One-way
ANOVA Test, do not indicate significant differences at the 5% level with regard
to reasons, procedures, assessment, ways of improvement, groups users and
reasons for not undertaking performance audit by SAI attributed to place of
previous experience as Chi-square values suggest.
This high agreement among SAI employees can be attributed to the fact
that the majority (80%) of the respondents had their previous work experience in
the public sector (either inside or outside UAE). Where as only three of the
respondents had their previous work experience in the private sector inside UAE
and the same number of employees had their previous experience outside UAE.
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Table 7-25: Kruskal-Wallis One-way ANOVA in respect to place of previous experience
Dimensions

Items

Subgroups/*
1
2
3
4
Prevent fraud and falsification of public funds
Reasons for
3.33
3.25
3.67
3.80
undertaking
Units are effective in providing services
5.00 4.75
4.67 4.67
performance
Public funds are efficiently invested
5.00 4.63
5.00 4.67
auditing
Achieve economy in public expenditure
5.00 4.50 4.33
4.47
With previous periods
4.33
Procedures
4.00
3.33
4.36
undertaken
Against pre-prepared standards and norms
4.67 4.50
3.67 4.00
for
Against pre-prepared aims and objectives
4.33
4.83
5.00 4.43
measuring
3.33
3.50
3.67
3.64
performance Between ministries and governmental units
Against other private sector units
3.33
2.67
3.67
3.36
Reports issued in time
Assessment
4.67 4.00 4.00 4.33
of
Reports are interesting to read
4.33
3.50 3.33
4.07
performance Reports are easily understood
4.33
4.25
3.33
4.07
audit reports
Reports meet users' requirements
4.33
3.75
4.33
4.27
Benefits exceed costs of preparation
4.00 4.13
4.33
4.53
Reports help compare governmental units
3.33
3.50 3.67 3.80
Contain consistent data and information
3.33
4.00
3.67 4.13
Help compare situation with previous years
4.33
5.00
5.00 4.36
Reports are comprehensive
3.67
3.63
3.67 4.07
Reports are verifiable
4.00 4.13
4.00 4.33
Ways of
More comprehensive reports
4.33
4.13
4.00 4.00
improving
More timely reports
4.33
4.00 3.67 3.80
performance More relevant to the users
4.00
3.75
3.67
3.93
audit
4.00
More consistent reports
3.67
3.67
3.67
4.67 4.37 4.33
More accurate data
3.87
4.00 4.13
4.00
More comparable reports
3.93
More understandable reports
3.67 4.25
3.67 4.20
3.33
3.88
3.67 4.00
More widely available
4.33
4.27
Groups users Government units and Ministries
3.67 4.13
of
4.67 4.50 4.00 4.27
State Audit Institution
performance Federal National Council
4.00 4.27
4.00 4.13
auditing
4.00 4.00 4.00 4.20
Ministerial Council (the Cabinet)
reports
4.00 3.63
4.00
3.60
Financial and media analysts
3.33
3.50
3.67
3.33
Creditors and debtors
3.27
3.00 3.13
3.67
Beneficiaries of services
2.67 2.88 2.67 2.93
General public
Reasons for
5
Absence of clear concepts and definitions
not
5
Unavailability of qualified human resources
undertaking
3
Difficulty of performance auditing
performance
.
3
audit by SAI No need for audit performance information
.
3
Absence of binding laws
.
1
Performance auditing is not important
1
Costs exceed any benefits
=3),
= Private sector UAE (n=3), 2=Public sector UAE (n=9), 3 = Private sector outside UAE (n=3)
outside UAE(n= 15)
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
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ChiPSqr.
Value
1.160
.763
1.096
.778
2.516
.472
2.460
.483
5.147
.161
3.826
.281
2.837
.417
.594
.898
2.721
.437
2.550
.466
5.022
.170
4.839
.184
2.648
.449
2.633
.452
1.481
.687
3.439
.329
5.211
.157
1.752
.625
1.477
.688
.249
.969
1.036
.793
.526
.913
.632
.889
2.372
.499
.088
.993
2.145
.543
1.820
.611
1.724
.632
1.215
.750
.874
.695
.701
.873
.754
1.196
.981
.180
.601
.896
1.084
.781
4=Public sector

7.3.9.7 According to Level of Education

Sub-hypotheses 7:
There are significant differences in respondents' perceptions toward
performance auditing attributed to qualification.

These results, presented in Table 7-26 related to Mann-Whitney Test, do
not indicate significant differences at the 5% level with regard to all of the
dimensions attributed to qualification as U-values reveal.
This high agreement among SAI employees toward these diminutions can
be attributed to the similarities of their level of education. In fact, most (77.1%)
of the respondents hold a university degree; in addition, the rest hold an advance
diploma. Hence, the similarities of their attitudes are logical.
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Table 7-26: Mann-Whitney Test in respect to level of education
Dimensions

Items

Prevent fraud and falsification of public funds
Units are effective in providing services
Public funds are efficiently invested
Achieve economy in public expenditure
With previous periods
Procedures
undertaken for
Against pre-prepared standards and norms
measuring
Against pre-prepared aims and objectives
performance
Between ministries and governmental units
Against other private sector units
Reports issued in time
Assessment of
performance
Reports are interesting to read
audit reports
Reports are easily understood
Reports meet users' requirements
Benefits exceed costs of preparation
Reports help compare governmental units
Contain consistent data and information
Help compare situation with previous years
Reports are comprehensive
Reports are verifiable
More comprehensive reports
Ways of
improving
More timely reports
performance
More relevant to the users
audit
More consistent reports
More accurate data
More comparable reports
More understandable reports
More widely available
Groups users
Government units and Ministries
of performance State Audit Institution
auditing reports Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysts
Creditors and debtors
Beneficiaries of services
General public
Reasons for not Absence of clear concepts and definitions
undertaking
Unavailability of qualified human resources
performance
Difficulty of performance auditing
audit by SAI
No need for audit performance information
Absence of binding laws
Performance auditing is not important
Costs exceed any benefits
1 = University degree (n=27), 2 = High studies (n=8)
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
Reasons for
undertaking
performance
auditing
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Subgroups/*
1
2
3.62
3.75
4.69
4.75
4.62
4.75
4.50
4.25
4.13
4.67
4.00
4.67
4.33
5.00
3.50
3.83
3.13
3.50
4.12
4.38
4.00
3.73
4.04
4.25
4.04
4.38
4.75
4.12
3.38
3.77
4.62
3.81
4.30
5.00
3.87
3.85
4.50
4.04
4.00
4.12
4.04
3.75
4.13
3.81
3.75
3.81
4.00
4.19
4.13
4.00
4.38
4.00
4.13
3.88
4.38
4.04
4.63
4.23
4.50
3.96
4.50
3.88
3.63
3.62
3.75
3.27
3.38
3.12
2.75
2.85
5.00
5.00
3.00
3.00
3.00
1.00
1.00

U
98.500
89.000
96.000
100.00
43.000
38.000
42.000
60.500
62.500
86.000
84.000
86.500
77.500
60.000
87.500
47.000
39.000
99.500
66.500
89.000
104.00
78.000
96.500
102.00
79.000
78.500
82.500
79.000
75.500
70.500
63.500
103.00
9.000
95.000
99.000
-

PValue
.812
.428
.684
.848
.103
.060
.063
.528
.600
.430
.392
.428
.229
.053
.479
.013
.056
.842
.092
.517
1.000
.264
.747
.931
.281
.271
.356
.279
.202
.149
.082
.965
.272
.696
.822
-

7.3.9.8 According to Place of Graduation
Sub-hypotheses 8
There are significant differences in respondents' perceptions toward
performance auditing attributed to place ofgraduation.
The results included in Table 7-27 do not indicate significant differences
at the 5% level with regard to all of the dimensions except for the respondents'
perception towards the third reason for undertaking performance auditing (public
funds are efficiently invested) where U-value (27.000) is significant at P = 0.027.
The mean values indicate that these differences are in favour of Arab countries
graduates.
This high agreement among SAI respondents can be attributed to the fact
that most of them have obtained their higher education degree from Arab
countries, whereas non of the respondents in SAI have got a degree from the UK,
the USA or other western countries. Therefore, the respondents' sharing similar
views on the majority of these dimensions came as no surprise as it was expected.

345

Table 7-27: Mann-Whitney Test in respect to country of graduation
Dimensions
Reasons for
undertaking
performance
auditing
Procedures
undertaken for
measuring
performance
Assessment of
performance
audit reports

Ways of
improving
performance
audit

Groups users
of performance
auditing reports

Reasons for not
undertaking
performance
audit by SAI

Items
Prevent fraud and falsification of public funds
Units are effective in providing services
Public funds are efficiently invested
Achieve economy in public expenditure
With previous periods
Against pre-prepared standards and norms
Against pre-prepared aims and objectives
Between ministries and governmental units
Against other private sector units
Reports issued in time
Reports are interesting to read
Reports are easily understood
Reports meet users' requirements
Benefits exceed costs of preparation
Reports help compare governmental units
Contain consistent data and information
Help compare situation with previous years
Reports are comprehensive
Reports are verifiable
More comprehensive reports
More timely reports
More relevant to the users
More consistent reports
More accurate data
More comparable reports
More understandable reports
More widely available
Government units and Ministries
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysts
Creditors and debtors
Beneficiaries of services
General public
Absence of clear concepts and definitions
Unavailability of qualified human resources
Difficulty of performance auditing
No need for audit performance information
Absence of binding laws
Performance auditing is not important
Costs exceed any benefits

Subgroups/*
1
2
3.75
3.63
4.50
4.73
4.00
4.73
3.75
4.53
4.67
4.19
3.67
4.19
3.33
4.59
3.00
3.63
3.00
3.22
3.50
4.27
3.00
3.90
4.00
4.10
4.17
3.75
3.50
4.37
3.50
3.70
4.00
4.00
3.33
4.58
3.50
3.90
4.23
3.50
4.00
4.10
4.25
3.93
3.75
3.90
3.75
3.80
4.17
4.00
4.03
4.00
4.13
3.75
3.90
4.25
4.20
3.50
4.37
4.00
4.17
3.50
4.10
3.50
3.70
3.00
3.43
3.00
3.27
2.50
2.87
2.50
5.00
5.00
3.00
3.00
3.00
1.00
1.00

1= GCC Countries (n=5), 2 = Other Arab Countries (n=30).
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
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U
57.000
45.000
27.000
30.500
26.000
32.500
19.000
26.500
35.500
37.000
32.500
55.500
41.500
34.000
53.500
58.000
18.500
48.000
38.000
52.000
52.000
53.000
55.500
50.000
56.000
45.000
46.500
39.000
42.500
40.000
42.000
32.500
44.500
30.000
41.000
-

PValue
.865
.297
.027
.063
.277
.555
.075
.305
.713
.184
.121
.788
.269
.132
.714
.909
.082
.483
.193
.649
.652
.692
.799
.567
.820
.394
.445
.232
.303
.257
.308
.113
.370
.087
.260
-

7.3.9.9 According to a Qualification in Finance or Accounting
Sub-hypotheses 9
There are significant differences in SAI respondents' perceptions toward
performance auditing attributed to financial or accounting qualification.
Results included in Table 7-28 do not indicate significant differences at
the 5% level with regard to reasons for undertaking performance auditing, ways
of improvement and reasons for not undertaking performance auditing, attributed
to a qualification in finance and accounting.
However, there are significant differences indicated towards some of the
items in procedures, assessment and groups of users of performance auditing
reports. Regarding methods of comparison there are significant differences, as
represented by U-value (35.00) which is significant at P = 0.018, towards the
fourth procedure (Between ministries and government units). The mean values
indicate that these differences are for the benefit of those with financial
qualification. As for assessment, there are significant differences, as represented
by U-value (52.500) which is significant at P = 0.027, towards the sixth
characteristic (reports help compare governmental units). The mean values
indicate that these differences are in favour of those who do not have a
qualification in finance or accounting. Finally, with respect to users, there are
significant differences, as U-value (42.00) which is significant at P = 0.005
reports, toward the general public as possible users of performance auditing
reports. These differences are also for the benefit of those who do not have a
qualification in finance or accounting as the mean values suggest.
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Table 7-28: Mann-Whitney Test in respect to Financial qualification
Items

Dimensions
Reasons for
undertaking
performance
auditing
Procedures
undertaken
for measuring
performance
Assessment
of
performance
audit reports

Ways of
improving
performance
audit

Groups users
of
performance
auditing
reports

Reasons for
not
undertaking
performance
audit by SAI

Prevent fraud and falsification of public funds
Units are effective in providing services
Public funds are efficiently invested
Achieve economy in public expenditure
With previous periods
Against pre-prepared standards and norms
Against pre-prepared aims and objectives
Between ministries and governmental units
Against other private sector units
Reports issued in time
Reports are interesting to read
Reports are easily understood
Reports meet users' requirements
Benefits exceed costs of preparation
Reports help compare governmental units
Contain consistent data and information
Help compare situation with previous years
Reports are comprehensive
Reports are verifiable
More comprehensive reports
More timely reports
More relevant to the users
More consistent reports
More accurate data
More comparable reports
More understandable reports
More widely available
Government units and Ministries
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysts
Creditors and debtors
Beneficiaries of services
General public
Absence of clear concepts and definitions
Unavailability of qualified human resources
Difficulty of performance auditing
No need for audit performance information
Absence of binding laws
Performance auditing is not important
Costs exceed any benefits

Subgroups/*
1
2
3.46
4.25
4.65
4.88
4.65
4.63
4.38
4.63
4.13
4.57
4.00
4.57
4.39
4.71
3.35
4.29
3.22
3.14
4.15
4.25
3.65
4.25
4.04
4.25
4.04
4.38
4.23
4.38
3.46
4.38
3.92
4.25
4.41
4.57
3.77
4.13
4.08
4.38
4.15
3.88
3.92
4.13
3.88
3.88
3.77
3.88
4.12
4.25
4.04
4.00
4.00
4.12
4.13
3.88
4.25
4.08
4.46
3.88
4.00
4.12
4.04
4.00
3.54
3.88
3.62
3.31
3.62
3.04
3.50
2.62
5
5
3
3
3
1
1

l=Yes(n=27),2=No(n=8).
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
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U
63.500
84.500
101.00
90.000
55.000
52.000
70.500
35.000
79.000
100.00
66.500
86.500
77.500
96.500
52.500
84.000
76.000
82.500
81.000
79.000
96.000
102.000
100.500
98.000
98.000
96.500
88.500
95.000
72.500
99.000
103.000
81.000
81.500
60.000
42.000
-

PValue
.080
.303
.879
.503
.175
.136
.557
.018
.938
.861
.108
.428
.229
.741
.027
.383
.952
.340
.302
.280
.732
.932
.880
.794
.796
.746
.506
.697
.159
.829
.966
.314
.323
.056
.005
-

7.3.9.10 According to Special Training in Performance Auditing
Sub-hypotheses JO
There are significant differences in respondents' perceptions toward
performance auditing attributed to special training.
Results included in Table 7-29 do not indicate significant differences at
the 5% level regarding reasons for undertaking performance auditing, ways of
improving performance auditing and reasons for not undertaking performance
audit by SAI attributed to special training in performance auditing.
However, there are significant differences toward some of the items
included in procedures of comparison, assessment and groups of users. As for
comparison procedures, there are differences, as U-value (38.500) which is
significant at P = 0.004 represents, toward the fourth procedure (between
ministries and governmental units). The mean values indicate that these
differences are in favour of those who have special training. With respect to
assessment, there are significant differences regarding the first characteristic (Uvalue 75.00 and P = 0.026), the fourth characteristic (U-value 82.500 and P =
0.046) and the sixth characteristic (U-value 80.500 and P - 0.050). These
differences are in favour of the group with special training. Finally, with respect
to groups of users, there are significant differences, as U-value 78.00 which is
significant at P = 0.38 represents, toward the group of beneficiaries of services as
users of performance audit reports. These differences are in favour of the group
with special training as the mean values reveal. These results indicate a wider
perception of the benefits of performance measurement as a result of special
training.
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Table 7-29: Mann-Whitney Test in respect to special training in performance measurement
Items
Dimensions
Subgroups/*
U
1
2
Prevent fraud and falsification of public funds
Reasons for
3.77
3.42
112.500
undertaking
Units are effective in providing services
4.73
4.67
120.000
performance
Public funds are efficiently invested
4.73
4.50
107.000
auditing
Achieve economy in public expenditure
4.41
4.50
128.000
With previous periods
Procedures
4.30
4.10
84.500
undertaken for
Against pre-prepared standards and norms
4.25
3.90
80.500
measuring
Against pre-prepared aims and objectives
4.60
4.20
84.000
performance
Between ministries and governmental units
3.90
2.90
38.500
Against other private sector units
3.35
2.90
74.500
Reports issued in time
Assessment of
4.41
3.75
75.000
performance
Reports are interesting to read
4.00
3.42
85.500
audit reports
Reports are easily understood
4.14
117.000
4.00
Reports meet users' requirements
4.32
82.500
3.75
Benefits exceed costs of preparation
4.45
3.92
91.000
Reports help compare governmental units
3.91
3.25
80.500
Contain consistent data and information
4.09
109.000
3.83
4.55
Help compare situation with previous years
83.000
4.22
4.00
Reports are comprehensive
99.500
3.58
4.32
Reports are verifiable
89.500
3.83
4.09
121.000
4.08
More comprehensive reports
Ways of
improving
128.000
4.08
3.91
More timely reports
performance
100.000
4.00
3.67
More relevant to the users
audit
3.82
120.500
3.75
More consistent reports
4.18
115.000
4.08
More accurate data
120.000
4.00
4.05
More comparable reports
108.000
4.18
3.92
More understandable reports
126.500
3.92
3.95
More widely available
123.000
4.18
4.00
Government units and Ministries
Groups users of
performance
121.000
4.42
4.27
State Audit Institution
auditing reports
111.500
3.92
4.18
Federal National Council
107.000
3.83
4.14
Ministerial Council (the Cabinet)
100.500
3.42
3.73
Financial and media analysts
115.500
3.25
3.45
Creditors and debtors
78.000
2.75
3.41
Beneficiaries of services
91.000
2.50
3.00
General public
5
Absence of clear concepts and definitions
Reasons for not
5
undertaking
Unavailability of qualified human resources
performance
3
Difficulty of performance auditing
audit by SAI
3
No need for audit performance information
3
Absence of binding laws
1
Performance auditing is not important
1
Costs exceed any benefits
l=Yes(n=23), 2=No(n=12).
*Mean = minimum 1 strongly disagree, maximum 5 strongly agree
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PValue
.455
.573
.258
.865
.460
.360
.399
.004
.232
.026
.077
.546
.046
.109
.050
.373
.696
.201
.090
.673
.879
.222
.660
.512
.646
.358
.834
.730
.662
.433
.340
.221
.520
.038
.102
-

7.4 Conclusion
Several issues related to performance measurement in the public sector were
examined in this chapter. These were: the importance of non-financial
information related to VFM in the public sector of the UAE, methods of
comparing service delivery and actual performance, reasons for conducting
performance measurement, users of performance measurement reports, reasons
that prevent government units from carrying out performance measurement,
procedures undertaken by SAI for measuring performance, the quality of audit
reports, ways of improving audit reports, the external potential users of
government audit reports, and the reasons that prevent the SAI from auditing the
governmental units in the UAE. The responses views were analysed based on two
approaches.
Firstly, by using descriptive techniques, such as percentages, mean, mode, and
standard deviation.
Secondly, the difference of opinions were examined by non-parametric
techniques by grouping the respondents based on their demographic features,
such as age, gender, nationality, job position, years of work, previous work
experience, level of education, special training in performance measurement and
place of work.
On the importance of non-financial qualitative information for decision-making
and achieving accountability, most of the respondents consider that it is very
important. On the methods of comparison the result indicated that most of the
respondents believe the government units measure its performance against
previous periods. Regarding the necessity of auditing the performance of
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government units, all the respondents believe that it is very important to audit
performance of governmental units. On the evaluation of audit reports, it was
found that the overall results were satisfactory (the overall mean values between
3.68 and 4.45 on 5 point scale), although, the majority of the respondents agree
about the suggestions made by the study to improve audit reports issues by SAL
On the users of audit reports, it was observed that the SAI, government units and
ministries, the Cabinet and Federal National Council were the primary users of
these reports. The concept of external use by general public and other external
users is yet to be recognized in the UAE
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Chapter Eight
Summary and Conclusions

8.1 Introduction
The main concern of this thesis has been to explore, discover and evaluate
the current system of government reporting in the UAE in order to identify its
strengths and weaknesses. The objective of this being to better inform future
efforts to measure and report performance in government units. Therefore, many
issues relating to financial reporting in the public sector has been considered as
being vital to this study such as:
i.

accountability and its wider meaning and how it could be fulfilled;

ii.

who are the potential users of financial reports and their associated needs
and how this needs could be met; and

iii.

the importance of non-financial information and its role in achieving
accountability and improving decision-making through performance
measurement.
Accordingly, to achieve the main purpose of the study, the framework of

this thesis has been organized in eight chapters. Chapter one has been aimed to
provide the basis for the thesis and give a brief introduction to the research
problem. Hence, it presents the objectives, purposes, significant of the study,
questions and hypotheses of the study and the organizations of the study.
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In chapter two and three, an examination of theoretical foundations
relating to accountability, financial reports and performance measurement in the
public sector has been provided. Issues related to accountability and financial
reports in public sector have been highlighted in chapter two. The literature on
issues related to performance measurement have been extensively reviewed in
chapter three. This has been done in order to build a theoretical foundation, which
could be used as a guide to develop the questions presented in the research
questionnaires, and later on, as a benchmark to analyse the current methods of
financial reporting and performance measurement in the UAE.
Chapter four reviews and discusses the current governmental accounting
system implemented in the UAE. It has been divided into three main sections. A
brief description of Federal General Budget in the Emirates is presented in the
first section. Regular reports and final statements of accounts of the governmental
units have been introduced in the second section. Finally, internal and external
auditing systems are reviewed in the third section. The mean purposes of chapter
four were to achieve the following research objectives:

i.

explain in some detail the actual accounting procedures followed by the
federal governmental units in the UAE;

ii.

sheds light on the laws and regulations organising accounting in the
federal governmental units;

iii.

identifying and analysing weaknesses in system of financial reporting
adopted; and

iv.

helps in the formulation of the research questions.
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In chapter five, the research methodology has been presented. Data
collection strategies, construction of the questionnaires have been explained in
detail. Chapter five also reviews the statistical techniques used to analyse the
findings of the study.
Chapter six and seven have discussed the findings of the thesis. Chapter
six discloses the major findings relating to government financial reports in the
UAE. In addition, it provides a profile of the questionnaires respondents in its
early sections.

Chapter seven highlights the major findings related to

performance measurement in the UAE public sector.
Finally, chapter eight summaries the major findings of the thesis and
draws its conclusions. The remainder of this chapter has been organised as
follow:
•

Section 8.2 provides a summary of the major finding of the thesis.

•

Section 8.3 acknowledges the limitations of study.

•

Section 8.4 presents the recommendations of the study.

•

Section 8.5 highlights the recommendations for future research.

8.2 Summary and Discussion of Results
Chapter six and seven provide the results for the research questions and
hypotheses. The following subsections summarise the most important findings:
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8.2.1 Importance of Financial Reports
In relation to the issues of the importance of the government financial
reports to its users in decision-making from the respondents' point of view in the
light of the first question. The results indicate that most of the respondents have
read or used these reports in their work. Therefore, they consider the financial
reports very important for their decision-making and for the governmental units
they work for in general. Also, it is observed from the results that there is an
agreement among the respondents towards the importance of government
financial reports for their decision-making, irrespective of their category or group.
Accordingly, no significant difference is found at the 5% level.
Generally speaking, users of financial reports in the public sector need
financial information about a unit's processes, its resources and commitments to
employ in decision-making and accountability purposes. Sir Kenneth Sharp
(1985), for instance argued that financial reporting is not an end itself, but is
provided to enable users to take decisions.
The results of this study are consistent with the views of many writers
and organisations such as: AAA (1972); Barton (1982); Suttciffe (1985); NZSA,
(1987); GASB (1987 and 1994); AARF (1990); Suttcliffe el al (1991); Mayston
(1992); Ma and Mathews (1993); Van Peursem and Pratt (1998). They view that
the main objective of the financial reports are to provide useful information that
will assist users in making economic-decision, allow for the assessment of the
unit's financial position, show the results of the operations, and help for
discharging accountability. For example, Mayston (1992) argues that there is a
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link between achieving accountability and the fulfilment of the needs of users of
financial reports. Moreover, the importance of financial reports related to
decisions about allocation of scarce resources has been confirmed by various
studies such as AARF (1990), which specified the objective of financial reports
as: "to provide information useful to users for making and evaluating decisions
about the allocation of scarce resources" (para. 3 8). Furthermore, Van Peursem
and Pratt (1998) argue that where a government has promised to provide public
services they should be held accountable for so doing and the annual reports are
one means of meeting this requirement. Moreover, Sutcliff el al, (1991) argue
that there is considerable support for the view that governmental departments
should prepare general-purpose financial reports to meet the potential users
requirements. This is based on a recognition that governmental departments
control significant resources and there are some users who are dependent only
on financial reports as the principal source to gain information about the use of
those resources.

UAE is an oil producing and exporting country in which oil is regarded as
an essential resource in the gross national product, thus the country is exploiting
its resources in the construction of a modern developed infrastructure. Therefore,
the country has required governmental units to issue financial reports for effective
decision-making based on official information as well as an important source to
discharge accountability either by the oversight bodies or by other potential users.
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8.2.2 Uses of Financial Reports
The study of uses of financial reports is represented in determining
respondents' perceptions toward six uses of financial reports in light of the study
second question.
The results reveal that these reports are used more for inspection and
auditing, planning, budget administration and activities cost determination
purposes while the other two purposes (Day to day management purposes and
General interest) are rarely used. However, the results reveal that a high percent
of the respondents are indifferent. The results confirm question one with regard to
the importance of financial reports in decision-making and accountability since,
planning purposes,

budget administration purposes and activities cost

determinations purposes are considered as internal management uses. Whereas,
inspection and auditing purposes are considered as a legislative and governing
bodies uses. Most of the studies that deal with government financial reports
purposes regard decision-making and accountability as the most important uses
such as Baton (1982); Oshisami and Dean (1984); AARF (1990); Ma and
Mathews (1993); GASB (1994); CIPFA (1995); Alijerade (1997); Tayib et al
(1999). However, these studies add other purposes, i.e., assessing financial
analysis, to facilitate evaluating effectiveness and efficiency, to assist overall
economic management and management control and formulation of social policy.
In addition, statistically significant differences are observed on the basis
of different groups and categories towards the uses of government financial
reports at the 5% level.
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8.2.3 Evaluation of Financial Reports
Evaluation of financial reports has been discussed through question three.
The results revealed the best characteristics of financial reports, as the
respondents perceive, is that they help compare situation with previous years,
help compare governmental units, reports issued in time, reports meet user's
requirements and reports benefits exceed costs of preparation. However, the rest
of the characteristics such as interesting to read and contain consistent data reveal
a weaker response; less than 50% of the respondents indicate that the government
financial reports in the UAE are fully included with these two characteristics.
Statistically, the evaluation of financial reports varied across groups and
categories of respondents; specifically, between respondents with special training
in performance measurement and respondents without this kind of special
training courses. Within the limitation of any sampling technique this gives clear
evidence regarding the importance of these specials courses if the potential
benefits of financial reports for performance measurement are to be fully
exploited.
Many writers (Al-Khyal, 2000; Hatry, 1999; Jones and Pendlebury, 1996;
Palmer, 1995; IF AC, 1991; Jackson, 1988) believe that for governmental
financial reports to be useful to decision-makers and other potential users, they
should reflect certain characteristics. These characteristics are consistency,
understandability, reliability, comparability, relevance, costless and timely.
According to Al-Khyal (2000) the key purpose of these characteristics is to help
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identify which alternative among many accounting methods might be preferred,
the amount and types of information to be disclosed, the format in which that
information should be presented, and the most useful information for decisionmaking and accountability. However, as indicated above, the results show that the
government financial reports in the UAE have some weaknesses in the criteria of
consistency and interested to read. The consistency criterion means that similar
valuation methods and other accounting principles and standards should be used
over time, when changes occur, they should be disclosed. According to Jones and
Pendlebury (1996), this characteristic is important because it helps to compare the
current year's report with those of previous years; therefore, if this comparison is
to be facilitated, reports must be consistent over time. Interesting to read means
that financial reports should be easy and accessible to be used by those who may
not have a detailed knowledge of accounting principles and standards. Therefore,
reports should be prepared in easy formats and include tables and charts in order
assessing users to fully understand them.
In summary, it is clear from the findings of this study, that the financial
reports issued by governmental units in the UAE are characterized by most of
these qualitative characteristics, which make them appears in a good level from
respondents' view of point. However, it is not necessary that all characteristics
should be provided within the same level and importance in the financial reports
otherwise they could have been too perfect. Miah (1991) says: "Accountability
reports of public sector entities cannot provide all the information which users
require for economic decision making and for assessing the achievements of
economic objectives" (p. 87). In accordance with this, Jones and Pendlebury
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(1996) stated that the search for more useful financial reports does not necessarily
mean a search for most relevant information. Constraints exist which prevent
maximum relevance being attainable. Therefore, the aim should be for an optimal
solution.

8.2.4 Ways of Improving Financial Reports
In relation to ways of improving government financial reports, research
question number four, the results indicate that the respondents claim that the best
ways of improving financial reports are by highlighting key financial data,
issuing more timely reports, more accurate data and more regular reports. The
respondents also believe that financial reports should be more relevant to their
job.
Statistically, it is observed that they are some differences regarding the
ways of improvement government financial reports across groups and categories
of respondents; specifically, in respect to nationality, job position, place of
previous experience and special training in performance measurement.
These results do not contradict what was found in the previous section
regarding the features that characterize government financial reports in UAE.
Users of the governmental financial reports always seek to gain better reports in
terms of its content since there is no units issuing financial reports that could be
said better ones or "best of class". In other words, continuous improvement is
always required.
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Regarding the time of issuing these reports, it is found that this important
matter of delaying financial reports might influence the process of decision
making in terms of using economic resources efficiently. Commonwealth Senate
Standing Committee on Finance and Public Administration (1989) argues that:
"Timely reporting is of paramount importance for the effective parliamentary
scrutiny of the activities of the executive government. Without timeliness,
information loses much of its relevance, its quality and its usefulness as a tool of
accountability" (quoted in AARF, 1991, p. 36).
In summary, from the respondent's view of point, the government
financial reports in UAE to be more effective in accountability and decisionmaking should take all these six issues in real consideration.

8.2.5 External Users of Financial Reports
The issue of users of financial reports has been addressed by study
question five. The results indicate that the most external potential users of
financial reports issued by the governmental units are SAI, The ministerial
council, internal administration of the unit, Federal National Council, Financial
and Media analysts and other governmental units. It is observed also that the
external users such as beneficiaries of services, creditors and debtors and general
public are yet to be recognised in the UAE. In addition, differences of perceptions
on the identification of external users of government financial reports are found
significant in a few cases among the respondents, based on different grouping
level. Moreover, SAI, which the respondents perceived as the most potential user
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of financial reports, represents accountability whereas, the Ministerial Council
and internal administration of the units which the respondents perceived as the
second and third potential users respectively, represent decision making.
Therefore, both accountability and decision-making are closely related to the
objectives of financial reports.
Most of the related studies are interested in specifying groups of financial
reports users without mentioning the group which uses them the most and what
information they required. Rutherford (1992), argues that most of the conceptual
frameworks and studies tend to be normative in approach and to base their
argument about users and their information needs on a priori rather than rigorous
empirical research. The current study, however, is interested in classifying users
according to their ranking based on respondents' view of point.

8.2.6 Reasons for Not Using Financial Reports
This section has been discussed through study question six about which
the results indicated that the irrelevancy of financial reports to their job was one
of the most important reasons for not using financial reports as respondents
perceive followed by the reason that some of them are not allowed to examine
these reports and that reports are overwhelmed with complexity. The results also
revealed that some of the respondents claim they do not have the time to read
these reports as well as receiving them too late to be of any use as reasons for not
using financial reports. The least reasons, as respondents perceive, were the
difficulty of reports contents, the interest in governmental units affairs and the use
fullness of information included in the reports.
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The absence of binding laws and regulations as well as the lack of
connection of managerial and financial plans with government affairs resulted in
disconnection between job and financial reports. Consequently, some employees,
regardless of their job position, do not examine financial reports. Moreover, the
lack of special training courses leads employees to misunderstand reports
contents and to not being capable of reading and evaluating them. Also, the
absence of some employees' awareness toward the importance of these reports is
a clear reason for not reading or using the financial reports.
Accordingly it can be said that it is necessary to promote employees
understanding of the importance of financial reports and the need to examine
them regardless they are connected to their jobs or not.

8.2.7 Importance of Non-Financial Information
The importance of non-financial information regarding economy,
efficiency and effectiveness has been discussed through study question seven.
The results revealed that most of the respondents are certain that the ministries or
governmental units they work for have clear definition of strategic and
operational objectives. They also regarded the information related to performance
measurement important with respect to decision-making in the governmental
units in the light of pre-prepared objectives. Furthermore, the results indicated
that it is necessary to measure performance of governmental units and to provide
information that helps achieve accountability. Most of the respondents believe
that their units annually undertake performance measurement relating to units
activities, and provide economy, efficiency and effectiveness measures. They also
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indicated that performance measurement is undertaken based on an internal
administrative decision and that the information obtained from performance
measurement is used for comparison purposes.
These results reveal the respondents' awareness of the importance of
performance measurement reports for achieving accountability and decisionmaking in the light of unit objectives. Therefore, governmental units should carry
out performance measurement regarding their activities. These results are
consistent with previous studies results, mentioned in the theoretical framework,
such as Jackson et al (1991), Boukaert (1994), Stewart and Walsh (1995),
Hyndman and Anderson (1991) and Greiner (1996) which focused on nonfinancial reports in fulfilment accountability and making efficient resource
allocation decision. These results, in addition, indicate that without performance
measurement, it would not be easy to identify the extent to which governmental
units activities have contributed in the achievement of effectiveness and
efficiency.

8.2.8 Methods of Comparing Service Delivery and Actual Performance
These methods were discussed through study question eight. The results
indicate that most of the respondents believe the method usually used by the
ministries or governmental units in evaluating performance is by comparing
current service delivery with that of previous periods followed by comparing
actual performance on the light of pre-prepared aims and objectives then by
comparing actual performance on the basis of pre-prepared standards and norms.
Regarding the comparison of actual performance different departments of
365

respondents ministry or unit, it is found that this method is moderately used while
comparing actual performance with other governmental units and with that of the
private sector units which have similar activities are rarely used.
Statistically, it is observed that there are no significant differences at the
5% level regarding the methods of comparing service delivery and actual
performance across groups and categories of respondents; except in two cases:
method of comparing service delivery and actual performance against other units
within the ministry in respect to place of graduation; and method of comparing
service delivery and actual performance against pre-prepared aims and objectives
in respect to special training in performance measurement.
In general, the results of this study are consistent with the results of Hatry
(1999) who argues that measuring performance of governmental units by
comparing current services delivery with that of previous periods is the most
commonly used method. This might be attributed to the fact that this method is
considered one of the easiest and quickest methods regardless of its
disadvantages. The second most commonly used method is comparing actual
performance on the light of pre-prepared aims and objectives which is regarded
one of the easiest methods where aims are pre-prepared and then what has been
achieved is compared. However, this method might face various questions as
Carter etal( 1993) state:
"Target-setting avoids the problem of like-for-like, but raises questions
about the process of selecting targets, who decides the targets; are they
imposed from above, do they emerge from below, or are they negotiated
between levels? Are the targets realistic? Are they linked to incentive
schemes?" (p. 46).
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As for the least commonly used method of comparing actual performance
of ministry/unit with that of the private sector units that have similar activities, it
is regard one of best methods as Kouzmin et al (1999) and Raaum (1992)
indicate. Developed countries have recently started to adopt these methods to
determine the best procedures to achieve stated standards. UAE is regard as a
developing country, which has not yet reached this advance level so that its
governmental units could potentially compare their performance with that of
private sector organisations, which have similar activities. It is therefore
suggested that real effort must be done in this area in order to improve
performance of the public sector in the UAE.

8.2.9 Reasons for Performance Measurement Within Units
The reasons that urge governmental units to undertake performance
measurement process have been discussed through study question nine. The
results revealed that improving the units' administrative process, identifying the
extent of the units' success in achieving its objectives and helping with future
planning are the most important reasons resulting in the need to undertake
performance measurement.
Statistically, it is observed that there are some differences regarding the
reasons of performance measurement within units across groups and categories of
respondents; specifically, in respect to kind of financial qualification and special
training in performance measurement.
Generally speaking, these results are consistent with many previous
studies in accounting such as Jackson et al (1991; 1999), Hyndman and Anderson
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(1994; 1998), Bauckaert (1996) and Greniar (1996). For example, Jackson et al
(1991) believes that providing accurate information for accountability and
decision-making purposes, establishing basis for management inspection, control
and auditing and stimulating employees are the most important reasons for which
performance is measured. Moreover, Greniar (1996) points that performance
measurement in governmental units helps in achieving various aims such as
performance improvement by which planning, budgeting and service delivery are
enhanced through providing the administration with feedback about the results of
performance measurement and consequently helps with taking the appropriate
decision.

8.2.10 Receivers of Performance Measurement Reports Within the
Unit
Receivers

of performance

measurement

reports

produced

by

governmental units have been addressed by study question ten. The results
indicate that the receivers, as the respondents perceive, are the managers, the
under secretaries, the heads of departments and lastly the internal auditors,
accountants and clerks.
As it has been discussed previously, decision-making and accountability
are the most important aims of performance measurement. Thus, it can be seen
that the receivers of these reports within units are the groups in charge of
decision-making and accountability. Each group is accountable to the one which
is higher in position, for instance, the manager is accountable to the under
secretary and the latter is accountable to the minister. Consequently, it is
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important for these groups to examine performance measurement reports more
than other employees in order to know actual performance of their units and
determine weaknesses to be solved.
Nevertheless, from these results, it is importance to encourage all
employees, regardless of their position, to examine performance measurement
reports if improvement in accountability and decision-making are required in the
public sector of the UAE.

8.2.11 Reasons for Not Carrying Out Performance Measurement
The most important reasons that prevent governmental units from carrying
out performance measurement have been covered by study question eleven. The
results reveal that the unavailability of human resources qualified to measure
performance, the absence of clear plans for the unit, the ignorance of
recommendation when data is received and the absence of binding laws are
respectively the most important reasons encountering performance measurement
from being undertaken. However, the unimportance of performance measurement
and the reason that considers information relating to performance not needed are
the least possible reasons according to respondents, which may be expected.
The problem of the availability of qualified human resources to measure
performance in UAE is an important issue especially when the fact that most of
employees in the public sector are non-locals is taken into consideration.
Although UAE is always recruiting qualified employees in this field, it does not
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mean that local qualified resources are not needed since local employees are more
concerned about this issue than non-local employees. Moreover, it is essential to
set appropriate training courses in order to improve employees skills in this field.
Furthermore, the absence of clear plans for the unit does not necessarily mean
they do not exist. It could be that these plans are not properly activated or general
and eventually it is difficult to measure those achieved plans especially when it is
considered that the UAE depends on a line item budget system, which does not
help setting up detailed plans for the units and departments within ministries
since it suffers from absence of central responsibilities which help in splitting the
unit into central possibilities that have their own independent plans and
objectives. Finally, with respect to the finding related to other reasons, it is
consistent with the results included Smith (1993). He indicates four obstacles
encountering performance measurement, i.e., difficulty of measuring performance
and difficulty of interpreting inputs and outputs. Holtham (1995) refers to two
important issues that impede the process of performance measurement, i.e., the
administration culture which distinguishes public sector from the private sector
and the absence of laws regulating the process of performance measurement.
Stewart and Walsh (1994) confirm these difficulties arguing that if it is
impossible to specify a clear definition for performance measurement, therefore,
it is difficult to measure it.

8.2.12 Importance of Performance Auditing
This part is related to determining the importance of performance auditing
from the point of view of the respondents in SAI in the light of study question
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twelve. The results reveal that most of the respondents in SAI believe it is
necessary to audit the performance of ministers and governmental units, and they
think that this process should not only be limited to fraud or regularity audits
which the findings reveal they are not the only audits.
The results also indicated that most of the respondents regard performance
auditing of governmental units in general as a very important issue. Therefore,
they claim that SAI audit performance of ministries and governmental units. In
order to achieve this goal, SAI has clear and specific concepts and definitions for
performance auditing as respondents view, and it undertakes these audits in the
light of these concepts and definitions. Moreover, the results indicate that the SAI
undertakes all kinds of performance auditing, i.e., economy, efficiency and
effectiveness, and the data obtained is used for comparison purposes.
The results of importance of performance auditing according to SAI
respondents' perceptions of those in governmental units (question seven) in terms
of assessment and performance auditing importance. Respondents in both
samples believe that it is important for SAI to measure performance of
governmental units.

8.2.13 Reasons for Undertaking Performance Auditing
The reasons that urge SAI undertakes performance auditing have been
discussed through study question thirteen. The results indicate that the most
important reasons are respectively to make sure that governmental units are
effective in providing services, to make sure that public funds are efficiently
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invested, to achieve economy in public expenditure and to prevent fraud and
falsification of public funds
The results indicated that SAI undertakes economy efficiency and
effectiveness auditing of governmental units in relatively equal degrees. These
results raises a question regarding the way SAI undertakes performance auditing
in the light of these three concepts. Therefore, from researcher view of point, it is
necessary to conduct researches to clarify the way SAI overcomes the obstacles
facing the implementation of these three concepts. Various studies mention a
number of difficulties encountering performance auditing in the light of these
three concepts such as Smith (1993), Stewart and Walsh (1994), Holtham (1995)
and Hyndman and Anderson (1997, 1998). There is also a need to determine
performance indicators SAI uses in carrying out performance measurement of
governmental units.

8.2.14 Procedures Undertaken by SAI for Measuring Performance
The results indicated that the most frequently claimed procedure SAI
undertakes for measuring the performance of governmental units are respectively
by comparing the results of performance auditing with pre-prepared aims and
objectives of unit/ministry, with that of previous periods, on the basis of preprepared standards and norms, and against those of the private sector which
performs similar activities.
These results are almost consistent with the results of question eight
regarding the procedures governmental units undertake in performance
measurement. It was found that the easiest and most commonly used procedure
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for auditing performance of ministries and governmental units is by comparing
the results with that of previous periods, although this procedure is widely
criticized as mentioned earlier.

8.2.15 Assessment of Performance Audit Reports
The results indicated that the best characteristics of performance audit
reports, as perceived by the respondents, are that they help compare situation with
previous years, their benefits exceed costs of preparation, they are issued in time
and they are verifiable and acted upon. However, the least possible features in the
respondents' point of view are that reports are interesting to read and that they
help compare governmental units.
These results show clearly that the respondents think reports issued by
SAI possess some interesting qualities that make them valid and reliable.
However, with respect to the least possible characteristic of comparing
governmental units, it might be due to the fact that the differences between
governmental units regarding the services they deliver and the nature of
procedures they carry out make it difficult to be compared in the light of
performance. Finally, these results are consistent with the results of respondents'
evaluation of financial reports as discussed in study question three.

8.2.16 Ways of Improving Performance Audits
The results revealed that the most important things SAI should do to
improve performance audit reports are by issuing more accurate data, more
comprehensive, more understandable and more comparable reports. However,
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SAI should pay more attention to timing, relevancy, availability and consistency
of performance audit reports.
Thus, it can be said that audit reports need to be improved and developed
with respect to all aspects mentioned above, but this does not necessarily
contradict previous question results since improvement should always be sought.
There is also an indication that reports have various shortcomings since the
results revealed a need to improve and develop them.

8.2.17 External Users of Performance Auditing Reports
The results revealed that the possible users who use performance auditing
reports are respectively SAI, governmental units and ministries, Federal National
Council, Ministerial Council (the Cabinet) and financial and media analysts.
However, the least possible users are beneficiaries of services rendered by the
governmental unit and the general public.
The main aim of financial reports and performance auditing reports is
accountability and decision-making without giving one the priority over the other.
The results revealed the SAI uses these reports for accountability purposes, the
Federal National Council and the cabinet use them for accountability and decision
making purposes while governmental units use them for both purposes as well as
for feedback on their performance.
These results confirm results of study question five in which it was found
that the general public is the least possible user while SAI, governmental units
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and Ministries and the Federal National Council use these reports the most. This
also confirms the aim of financial reports.

8.2.18 Receivers of the Performance Reports Produced by SAI
The results indicated that the ministers, the under secretaries and the
managers are the official authorities that always receive reports, while
respondents believe heads of departments and internal audits sometimes receive
these reports. However, accounts and clerks rarely receive these reports. These
results, to some extent, confirm findings of research question 10.

8.2.19 Reasons for Not Undertaking Performance Audit by SAI
The results revealed that there was one respondent who claims that SAI
does not undertake performance auditing of governmental units, therefore, it
would not be reasonable to discuss these results since one respondents' opinion
might not be valid and reliable to make generalizations.
In general, the results revealed consistency between the opinions of
governmental units respondents and those of SAI respondents regarding the
importance of the reports, performance auditing and measurement, groups of
users, reasons for not carrying out performance auditing and assessment and ways
of improvement of reports. These results show clearly that SAI and governmental
units employees in general are aware of these aspects. This might be an indication
of coordination between governmental units and SAI through the official
channels of laws and regulations and the unofficial channels by mutual
understanding of each other's roles.
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8.3 Limitations of the Study
The present study, like any other study, has its own limitations that should
be considered. These limitations can be grouped into two categories:
generalisability and methodology.

8.3.1 Generalisability
The main objective of the present study was to explore and assess the
reporting and performance measurement systems of governmental units in the
Emirates.

As a result of the design and selection of the study sample, the

researcher encountered certain limitation, summed up as follows:
i. The study sample had been selected from the federal government of the
Emirates, including eight ministries out of seventeen, in addition to the
State Audit Institute. Accordingly, views of the respondent sample might
differ from those of staff of other ministries not involved in the study.
ii. Local governments have not been studied or involved in this study.
Federal

governmental commercial

institutions,

observing systems

implemented by the private sector, were also not included. Accordingly,
the findings of the present study cannot be generalised to involve these
governmental sectors.
iii. The study sample was selected from staff of ministries and State Audit
Institute, as users and prepares in the same time, other potential external
users of financial reports were not involved, including creditors and
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debtors, the Parliament, users of governmental services, financial and
media analysts and the public as a whole. Hence, the views of these
groups might differ from those of the study sample; consequently, future
studies involving these groups should be undertaken.

8.3.2 Methodology
i.

Survey method was used in this study as the main method for generating
information, hence the findings express the views and expertise of
respondents only within the limits of the questions asked in the
questionnaire. In addition, the 5-point Likert scale method was used for
the majority of the questionnaire items, this scale in turn encourages
respondents to respond randomly to the questions asked without any focus
or precision.

ii.

Quantitative techniques were used in designing and analysing study
findings, hence these techniques lack the in-depth ability of translating
actual feelings of respondents into number. Therefore, qualitative
techniques should be considered in future research in this area in order to
benefit from the strengths of both and offset the weakness of the other.

8.4 Recommendations
The UAE is one of the high-income less developed countries. The
government expends large proportions of this income on economic programmes
and activities required for the process of development. Consequently, this requires
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researching into and developing accounting and economic studies that aim to
determine and select aspects of expenditure that realise the highest possible
economic and social return. In accordance with this, governmental financial
reports are considered as the best means that provide information required by
various users.

Hence, they are regarded as an important means for the

development of the process of decision-making and achievement of accountability
in the governmental sector.
The present study demonstrated some aspects of weakness the
governmental financial reports and performance measurement sector experiences
in the UAE. From the findings of the present study, it is possible to draw some
recommendations through which it is possible to develop report and performance
systems in the UAE. These recommendations include the following:
i.

The financial reporting system in the UAE has not been developed during
the past three decades, despite the fact that this study illustrated, within the
theoretical context, that many developments have occurred in financial
reporting throughout the world, particularly in the more developed
countries. Accordingly, this study recommends that, by implementing the
latest developments in the world, to reformulate and draft new conceptual
framework for governmental financial reports in the UAE, in which the
following elements are precisely and specifically determined and defined:
objectives, uses, users, content, format, and characteristics. According to
Miah (1991), the importance of a conceptual framework as a basis for
developing specific public sector accounting standards and procedures has
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been acknowledged in both public sector accounting literature and
government publications in many countries. This acknowledgement has
been emphasised because of the following two reasons. Firstly, it is a
logically developed and empirically tested statement, which acts as a basic
foundation for setting accounting standards. Secondly, it provides a
structure within which the linkage between objectives, concepts, standards
and practices can be evaluated.
ii.

Findings of the present study showed that some of the most important
constraints of the measurement of performance of governmental units in
the UAE include absence of clear plans and the absence of precisely
determined objectives of governmental activities and programmes at the
units' level, that can be quantitatively expressed and understood by all
levels of administrative hierarchy. The study shows that it is urgently
required to undertake the determination of objectives of different
governmental activities and programmes clearly and precisely, as well as
drafting performance measurements by which it is possible to measure the
standard of performance of governmental units and activities precisely. It
can be argued that this constraint is associated, in one way or another,
with the traditional budget system (Line-items budget) implemented in the
UAE. Line-items budget does not help develop the financial report and
performance measurement system, due to its inability to determine
governmental objectives and plans precisely. Hence, there is the need to
replace this system by one of the advanced budget systems, such as zero379

base budget, or planning-programming budget.

These budget systems

help decision-makers undertake future planning of activities. They also
help performance measurement of previous years more accurately.
The literature also revealed that some of the more developed countries,
for example, New Zealand, have adopted accounting policies implemented
by the private sector and attempted to implement them in governmental
units, such as replacing cash accounting by accrual accounting and
adopting depreciation accounts in fixed assets. Hence, the present study
sees the possibility of adopting this concept by the governmental units in
the UAE, because this would help in performance measurement for
different periods accurately, leading to precise drafting of plans and
objectives. It also helps judge the efficiency of governmental units and
activities more realistically.

In addition, it also helps in comparing

between the different governmental units and activities, and between these
units and activities and those in the private sector, which perform similar
activities as those of the governmental sector.
iii.

Also, some of the most important constraints facing the measurement of
governmental units' performance in the UAE are the absence of
performance criteria and indicators for the assessment of economy,
efficiency and effectiveness in employing financial resources and facilities
available to the governmental units.

This study recommends drafting

performance criteria and indicators for the various governmental sector
units, through the co-operation between the academic staff of universities
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and institutions, and State Audit Institute and governmental units,
provided that the experiences of other countries are taken into
consideration. These indicators should adopt important elements in terms
of their relevancy, understandability, consistency, validity, timelessness,
verifiability, comprehensiveness and comparability.

These elements

should also be accepted and understood by the employees of governmental
units so that they are conversant with the methods of measuring the
performance of their units. They should also take into consideration both
quantitative and qualitative aspects.
iv.

The present study indicated the absence of appropriate academic and
technical expertise that have the ability to undertake performance
measurements in governmental units, hence there is the urgent need to
draft new criteria for appointment policies of employees in public sectors.
For example, the study findings demonstrated that governmental units
have in the past attracted employees from the less developed countries,
however, with the new variations and developments in this field in the
more developed countries, the researcher thinks that this trend somewhat
impedes the process of development in the governmental sector in the
UAE, hence the new trend which attract employees from the more
developed countries or attracting certain qualifications with the knowledge
of modern developments in financial reporting and performance
measurements in the governmental sector from the less developed
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countries that could have positive and tangible impacts on this sector in
the UAE.
For example, the study sample demonstrated the absence of employees
working in the State Audit Institute who have been educated in one of the
more developed countries. Findings also revealed that only seven
respondents in the study sample who have obtained CPA Certificate, all of
whom were graduates from other Arab countries, which are also regarded
as less developed countries. Consequently, this is regarded as an indicator
of absence of adequately qualified employees who are conversant with the
modern developments in the field of financial reports and performance
measurements of governmental units.
In addition, the study also recommends the necessity of promoting
specialised courses to publicise the significance of performance
measurement and the methods of undertaking it in order to improve the
quality and skills of current employed staff. The study findings indicated
that the views of staff that attended these courses differ from those who
have not attended it.
v.

The absence of formal institutions specialised in drafting accounting
standards and performance criteria, similar to that of the GASB Agency in
the USA, has largely led to prevent the desired development of these
systems in the UAE. Accordingly, this study recommends that there is an
urgent need to establish an independent agency to perform this role and to
supply the adequately qualified human resources to assume their role and
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to study other similar academic agencies to benefit from their expertise in
formulating a future anticipation of the objectives and characteristics of
such an agency in the event it is established.
In short, to determine and identify the contributions of financial reports
and non-financial information can offer by performance measurement of
governmental sector in the UAE. The constraints this study illustrated should be
resolved immediately, either by adopting the present study recommendations, or
by other means that the government perceives more appropriate. With regard to
the recommendations this study has adopted, the study assumes that there is a
comprehensive future aspiration by decision-makers, administrators, academics
and other interested groups in order to take real steps towards overcoming, or at
least minimising,

these

constraints encountering

financial reports and

performance measurement in the governmental sector in the UAE. Consequently,
these recommendations assume that change and anticipation for development
must begin where others finished, rather than following the same stages they have
experienced in order to save time, money, and effort.

8.5 Recommendations for Future Research
This thesis represents an initial attempt to evaluate the viability of the
current governmental-reporting system in the UAE for use in meeting the need for
increased decision-making and accountability. It focused on the perception of
employees of Federal Ministries and State Audit Institution. Their positive
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reactions concerning the usefulness of the current reporting system indicates that
further research on this area is necessary. In general, financial reporting and
performance measurement in public sector is an area, which is under researched
worldwide. In the UAE research in this field is urgently needed because it can
play an important role in the economic development process by providing
required information related to economy, efficiency and effectiveness.
Future research efforts should focus on extending the findings of this study and
addressing some of the limitations of the study mentioned earlier. This study
focused on the perceptions of the providers of the information. Left unexplored
was the extent to which financial and non-financial information might influence
the decisions of the potential external users of the information, particularly
citizens, legislative, oversight officials, analysts and media, lender and creditors,
suppliers, and recipients and benefits of public sector services. User needs
surveys, case studies and experimental designs could be used to evaluate the
usefulness of financial reporting to external users for assessing public
accountability. In addition, the conceptual issues in accounting and financial
reporting in public sector such as: the objective of accounting system, financial
reports, reporting basis, reporting format, contents of the reports, reporting
standards and users and uses of government financial reports need to be clearly
defined and established in the context of the UAE.
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Appendix 1:

Federal Governmental Ministries Questionnaire
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University of Glamorgan
Division of Accounting &
Finance
Business school
Pontypridd
CF37 1DL
UK
Subject:

Questionnaire related to the study on government accounting and
performance reporting in the UAE

Dear Sir/Madam,
I am a full time research student with the Business School at University of
Glamorgan. I am undertaking a PhD project on financial reports and performance
measurement practices in the UAE public sector. The study is for academic purposes
only. You have been selected as a respondent for the study and your opinion and
suggestions will contribute greatly to the study.
The questionnaire, which is being sent to you, seeks to identify those factors which
affect performance measurement and performance reporting in the UAE central
government services within their existing financial reporting and auditing
frameworks. It must be emphasised that the information and opinion you provide will
be strictly used for the purposes of the research and remain entirely confidential. Only
the overall results of the study will be contained in the final thesis. Individual
contributions will not be identified in any way.
Finally, I appreciate your time and co-operation and thank you very much for taking
part in this study.
Yours sincerely
Humaid Ali Alketbi
PhD research student
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PART ONE: IMPORTANCE OF FINANCIAL REPORTS
1.

How do you evaluate the importance of financial reports with respect to
decision-making in governmental unit in general?

2.

3.

1) Very Unimportant

2) Unimportant

4) Important

5) Very Important

3) Indifferent

How do you evaluate the importance of financial reports for your unit?
1) Very Unimportant

2) Unimportant

4) Important

5) Very Important

3) Indifferent

Have you used/read governmental financial reports in the course of your
work?
2) NO

1)YES

If your answer is 'NO', then go to Question 9.

4.

How often do you use/read governmental financial reports?

1) Rarely

2) Occasionally

4) Often

5) Very Often

3) To Some Extent
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5.

What are your reasons for using/reading governmental financial reports?
(Key: 1 = Strongly Disagree, 2 = Disagree, 3 ^Indifferent, 4 = Agree, 5 = Strongly Agree)

1

2

3

4

5

Day-to-day management purposes
Inspection and auditing purposes
Budget administration purposes
Planning purposes
Activities cost determination purposes
General interest
Others (please specify):

6.

How do you evaluate governmental financial reports you receive with respect to
the following?
(Key: 1 = Strongly Disagree, 2 = Disagree, 3 = Indifferent, 4 = Agree, 5 = Strongly Agree)

1
Reports issued in time
Reports are interesting to read
Reports are easily understood
Reports meet users' requirements
Benefits from reports exceed costs of preparation
Reports help compare governmental units
Reports help compare situation with previous years
Reports contain consistent data and information
Others (please specify):
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2

3

4

5

7.

How would you improve the financial reports you receive?
(Key: 1 = Strongly Disagree, 2 = Disagree, 3 = Indifferent, 4 = Agree, 5 = Strongly Agree)

1

2

3

4

5

Highlight key financial data
More timely reports
More relevant to my job
More constant report format
More accurate data
More regular reports
Others (please specify):

8.

In your opinion, which groups use financial reports?
(Key: 1 = Strongly Disagree, 2 = Disagree, 3 = Indifferent, 4 = Agree, 5 = Strongly Agree)

1
Internal administration of the governmental unit
Other governmental units
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysts
Creditors and debtors
Beneficiaries of
governmental unit

services

rendered

General public
Other groups (please specify):
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by

the

2

3

4

5

9.

If your answer to Question 3 was "NO", please answer the following question:

What are the reasons for not examining governmental financial reports?
(Key: 1 = Strongly Disagree, 2 = Disagree, 3 = Indifferent, 4 = Agree, 5 = Strongly Agree

1
Reports' contents are difficult to understand
I am not interested in governmental units' affairs
Do not have the time to read governmental financial
reports
Information included in the reports are not useful
Not allowed to examine governmental financial
reports
Not relevant to my job
Received too late to be of any use
Inconsistent format and data
Overwhelmed
information

with

complexity

Others (please specify):
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of

financial

2

3

4

5

PART TWO: IMPORTANCE
(RELATING

OF
TO

NON-FINANCIAL
ECONOMY,

INFORMATION

EFFICIENCY

AND

EFFECTIVENESS)
10.

Does your unit/Ministry have clearly defined strategic and/or operational
objectives?
1)YES

11.

2) NO

3) DO NOT KNOW

How do you assess the importance of information relating to measuring
performance in terms of decision-making at the governmental units
against defined objectives?

12.

1) Very Unimportant

2) Unimportant

4) Important

5) Very Important

Do you think that it is necessary to carry out performance measurements
of governmental units?
1) YES

13.

3) Indifferent

2) NO

3) DO NOT KNOW

Do you think it is necessary to provide information on performance to
help achieve accountability?
1)YES

14.

2) NO

3) DO NOT KNOW

How do you assess the importance of providing information relating to
measuring performance in terms of achieving accountability?
1) Very Unimportant

2) Unimportant

4) Important

5) Very Important
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3) Indifferent

15.

Does your unit undertake performance measurement relating to its activities?
1)YES

2) NO

3) DO NOT KNOW

If your answer is 'NO', then go to Question 25.

16.

Is performance measurement carried out regularly over any of the
following periods?

1) Every month —

2) Every six months

3) Annually

4) every two years

5) Ad hoc
Any other period (please specify):

17.

What information on performance does your Ministry/ unit produce?
1) Economy measures (Asses if resources used on appropriate quality and
quantity at least cost)
2) Efficiency measures (Asses if maximum output is gained from the resources
devoted to each activity)
3) Effectiveness (Measures the outcome is that desired)
Others (please specify):

413

18.

How is internal performance measurement carried out on you Ministry?

1) Internal Financial Department
2) Internal Audit Department
3) Senior Office manager
4) Internal performance measurement Committee
Others (please specify):

19.

How is external performance measurement carried out on you Ministry?
1) External Financial Department
2) External committee for performance measurement
3) External Auditing Department
Others (please specify):

20.

Why has performance measurement been implemented?
1) External circular (Ministry of Finance and Industry)
2) Internal administrative resolution
3) External Audit (State Audit Institution)

Other reasons (please specify):
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21.

Do you think the performance of your ministry/unit is measured?

1)YES

3) DO NOT KNOW

2) NO

If "YES" please answer the following question

22.

What is the method that your ministry/unit employs to measure its
performance?
(Key: 1 = Strongly Disagree, 2 = Disagree, 3 =Indifferent, 4 = Agree, 5 = Strongly Agree)

1
Comparing current serves delivery with that of previous
periods
Comparing actual performance on the basis of preprepared standards and norms
Comparing actual performance on the light of pre-prepared
aims and objectives
Comparing actual performance of different departments of
your ministry/unit
Comparing actual performance of your ministry/unit with
other governmental units
Comparing actual performance of your ministry/unit with
that of the private sector units which have similar activities
Other reasons (please specify):
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2

3

4

5

23.

Why is the performance measurement process undertaken by your unit?
(Key: 1 = Strongly Disagree, 2 = Disagree, 3 =Indifferent, 4 = Agree, 5 = Strongly Agree)

1

2

3

5

4

Helps inform unit's objectives
Helps improve the unit's administrative process
Helps identify the extent of the unit's success in achieving
its objectives
Helps with future planning
Helps improve operational activities
Helps improve the distribution of the unit's workforce and
resources
Helps clarify what the unit is attempting to achieve
quantitatively
Helps clarify what the unit is attempting to achieve
qualitatively
Other reasons (please specify):.
24.

Who in your Ministry receives performance reports produced?
(Key: 1 = YES, 2 = NO, 3 =DO NOT KNOW)

1
The Minister
The Under Secretary
The Managers
The Head of Departments
The Internal Auditors
The Accountants
The Clerks
Other groups (please specify):
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2

3

25.

If your answer to Question 15 was "NO", please answer the following
questions.
Why does your unit not carry out performance measurement?
(Key: 1 = Strongly Disagree, 2 - Disagree, 3 ^Indifferent, 4 = Agree, 5 = Strongly Agree)

1
Absence of clear plans for the unit
Unavailability of human resources qualified to measure
performance
Difficulty of performance measurement
No need for information relating to performance
Absence of binding laws of performance measurement
Performance measurement is not important
Costs exceed any benefits
Recommendation ignored when received data
Other reasons (please specify):
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2

3

4

5

PART THREE: PERSONAL INFORMATION

26.

Please state your age:

1)18-25

_

2)26-35

3) 36-45

4) 46-55

5) Over 55

27.

Please state your gender

l)Male

28.

2) Female

Please state your nationality

1) Native

29.

2) Non-Native

Please state your occupation

1) Director

2) Auditor

4) Head of Department

3) Accountant
5) Clerk

Others (please specify):

30.

How many years have you been working in your Ministry or Unit?

1)1-5

2)6-10

4) 16-20

5) More than 20 years

3)11-15
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31.

Do you have any previous work experience before you joined your
ministry or unit?

l)Yes

2) NO
If your answer is 'NO', then go to Question33.

32.

Please specify years of previous experience.

1)1-5

2)5-10

4) 16-20

5) More than 20 years

3)11-15

Where
1) Private sector in the UAE

2) Public sector in the UAE

3) Private sector outside UAE

4) Public sector outside UAE

33.

Please specify your highest educational attainment.

1) Secondary Education Certificate

2) Diploma

3) University Degree

4) Advance Diploma

5) Master's Degree

6) Ph.D.

Others (please specify):

34.

If you have obtained a university or a higher degree (as obvious from
above) please specify the country where you studied for such degrees:

1)UK

3) GCC Countries

2) USA

5) Other Arab Countries

4) Other European Countries
Others (please specify):....
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35.

Do you have a finance qualification?
YES

NO

If your answer is "YES" which one of these?
1) Accounting degree

2) Business studies degree

3) CPA (Certified Public Accountant)
Others (please specify):.

36.

Have you had any special training in performance measurement?
YES INO

37.

In which Governmental Unit are you currently working at?

1) Ministry of Labour & Social Affairs

2) Ministry of Education

3) Ministry of Information and Culture

4) Ministry of Health

5) Ministry of Economy & Commerce

6) Ministry of Planning

7) Ministry of Public Works & Housing

8) Ministry of Finance & Industry

Please state specific unit or division (optional).
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38.

Do you have any further ideas or comments that you may wish to add in
relation to the issue of governmental financial report and performance
measurement that might be useful in tackling the issue? Please specify:

*
*
*
*
*
*
*
*
*
*
*
*
*
*

Thank you for answering the questionnaire.
Humaid Alketbi, Ph.D. researcher
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Appendix 2:

State Audit Institution Questionnaire
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University of Glamorgan
Division of Accounting &
Finance
Business school
Pontypridd
CF37 1DL
UK
Subject:

Questionnaire related to the study on government accounting and
performance reporting in the UAE

Dear Sir/Madam,
I am a full time research student with the Business School at University of
Glamorgan. I am undertaking a PhD project on financial reports and performance
measurement practices in the UAE public sector. The study is for academic purposes
only. You have been selected as a respondent for the study and your opinion and
suggestions will contribute greatly to the study.
The questionnaire, which is being sent to you, seeks to identify those factors which
affect performance measurement and performance reporting in the UAE central
government services within their existing financial reporting and auditing
frameworks. It must be emphasised that the information and opinion you provide will
be strictly used for the purposes of the research and remain entirely confidential. Only
the overall results of the study will be contained in the final thesis. Individual
contributions will not be identified in any way.
Finally, I appreciate your time and co-operation and thank you very much for taking
part in this study.
Yours sincerely
Humaid Ali Alketbi
PhD research student
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PART ONE: IMPORTANCE OF PERFORMANCE AUDITING
1. Do you think that it is necessary to audit the performance of ministries and
governmental units?
1)YES

2) NO

3) DO NOT KNOW

2. Do you think the SAI should only perform fraud/ regularity audits?
1)YES

—

2) NO

3) DO NOT KNOW

3. Does the SAI only perform fraud/ regularity audits?
1) YES

3) DO NOT KNOW

2) NO

4. How do you assess the importance of performance auditing of
governmental units in general?
1) Very Unimportant

2) Unimportant
5) Very Important

4) Important

5.

3) Indifferent

Does the State Audit Institute audit performance of ministries and
governmental units?
3) DO NOT KNOW
2) NO
1)YES
If your answer is 'NO', then go to Question 17.

6.

Do you think that the State Audit Institute has clear and specific
concepts and definitions for performance auditing?
1)YES

3) DO NOT KNOW

2) NO
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7.

Do you think that the State Audit Institute undertakes performance
auditing in the light of these concepts and definitions?
1)YES

8.

2) NO

3) DO NOT KNOW

Which kind of performance auditing does the State Audit Institute
undertake?

1) Economy Auditing (Assessing if resources used on appropriate quality and
quantity at least cost)
2) Efficiency Auditing (Assessing if maximum output is gained from the resources
devoted to each activity)
3) Effectiveness Auditing (Assessing that outcome achieved is that desired)
Others auditing (specify please):......................................................

9.

What do you think is the reason for the State Audit Institute
undertaking performance auditing?
(Key: 1 = Strongly Disagree, 2= Disagree, 3 =Indifferent, 4 = Agree, 5 = Strongly Agree)

1
Prevent fraud and falsification of public
funds
Make sure that governmental units are
effective in providing services
Make sure that public
efficiently invested

funds

are

Achieve economy in public expenditure
Others (please specify):.
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5

10.

How often does the State Audit Institute audit governmental units'
performance?

1) Every month

2) Every six months

3) Annually

4) Every two years

5) Ad hoc

6) Never

Any other period (please specify):.

11.
Is the data obtained from auditing the performance of ministries
and governmental units used for comparison purposes?
1)YES

2) NO

3) DO NOT KNOW

If "YES" please answer the following question
12.
What is the procedure undertaken by the State Audit Institute
for measuring the performance of governmental units?
(Key: 1 = Strongly Disagree, 2 = Disagree, 3 =indifferent, 4 = Agree, 5 = Strongly Agree)

1
Comparing the results of performance auditing with that of
previous periods
Comparing the results of performance auditing on the
basis of pre-prepared standards and norms
Comparing the results of performance auditing with preprepared aims and objectives of unit/Ministry
Comparison between ministries and governmental units
Comparison of the performances of governmental units
against those of the private sector which perform similar
activities
Other (please specify):
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13.

What is your assessment of the performance audit reports
published by the State Audit Institute?
(Key: 1 = Strongly Disagree, 2 = Disagree, 3 = Indifferent, 4 = Agree, 5 = Strongly Agree)

2

1

3

4

5

Reports issued in time
Reports are interesting to read
Reports are easily understood
Reports meet users' requirements
Benefits from reports exceed costs of preparation
Reports help compare governmental units
Reports help compare situation with previous years
Reports contain consistent data and information
Reports are comprehensive
Reports are verifiable
Reports are acted upon
Others (please specify):.
14.

How would you improve performance audit reports published by
the SAI?
(Key: 1 = Strongly Disagree, 2 = Disagree, 3 =lndifferent, 4 = Agree, 5 = Strongly Agree)

1
More comprehensive reports
More timely reports
More relevant to the users
More consistent reports
More accurate data
More comparable reports
More understandable reports
More widely available
Others (please specify):
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15. In your opinion, which groups use performance-auditing reports?
(Key: 1 = Strongly Disagree, 2 = Disagree, 3 = Indifferent, 4 = Agree, 5 = Strongly Agree)

1

2

3

4

5

Government units and Ministries
State Audit Institution
Federal National Council
Ministerial Council (the Cabinet)
Financial and media analysts
Creditors and debtors
Beneficiaries of
governmental unit

services

rendered

by

the

General public
Other groups (please specify):

16. Who receives the performance reports produced by the SAI?
(Key: 1 -Yes, 2 - No, 3 - Do Not Know)
1
Ministers
Under Secretaries
Managers
Head of Departments
Internal Auditors
Accountants
Clerks
Other groups (please specify):
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If your answer to Question 5 was "NO", please answer the following question:
17.

In your opinion, what are the reasons that prevent the SAI from
carrying out performance audit?
(Key: 1 = Strongly Disagree, 2 = Disagree, 3 ^indifferent, 4 = Agree, 5 = Strongly Agree)

1
Absence of clear performance audit concepts and
definitions
Unavailability of human resources qualified to carry out
performance auditing
Difficulty of carrying out performance auditing
No need for audit performance information
Absence of binding laws of performance auditing
Performance auditing information not important
Costs exceed any benefits
Other reasons (please specify):.
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PART TWO: PERSONAL INFORMATION

18.

Please state your age

1)18-25

2)26-35

3) 36-45

4) 46-55

5) Over 55

19.

Please state your gender

l)Male

20.

2) Female

Please state your nationality

1) Native

21.

2) Non-Native

Please state your occupation:

1) Director

2) Auditor

4) Head of Department

3) Accountant
5) Clerk

Others (please specify):

22.

How many years have you been working in the SAI?

3)11-15

1)1-5

2)6-10

4) 16-20

5) More than 20 years
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23.

Do you have any previous work experience before you joined the SAI?
l)Yes

2) NO

If your answer is 'YES', then answer the following question.

24.

Please specify years of previous experience.
1)1-5

2)5-10

4) 16-20

5) More than 20 years

3)11-15

Where

1) Private sector in the UAE

2) Public sector in the UAE

3) Private sector outside UAE

4) Public sector outside UAE

25.

Please specify your highest educational attainment.

1) Secondary Education Certificate

2) Diploma

3) University Degree

4) Advance Diploma

5) Master's Degree

6) Ph.D.

Others (please specify): ..................
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If you have obtained a university or a higher degree (as obvious from

26.

above), please specify the country where you studied for such degrees:
1)UK

2) USA

3) GCC Countries

4) Other European Countries

5) Other Arab Countries

Others (please specify):

27.

Do you have a finance qualification?
NO

YES

If your answer is "YES" which one of these?
1) Accounting degree

2) Business studies degree

3) CPA (Certified Public Accountant)
Others (please specify):

28.

Have you had any special training in auditing performance?

YES II

NO
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29. Do you have any further ideas or comments that you may wish to add in
relation to the issue of performance auditing reports that might be useful in
tackling the issue? Please specify:

*
*
*
*

Thank you for answering the questionnaire.
Humaid Alketbi, Ph.D. researcher
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