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Abstract: Traditionally, governments have relied on input-based budgeting systems and
cash-based accounting systems. However, these systems do not provide the necessary
information for the government to operate efficiently and effectively. The transition
from cash basis to accrual basis accounting contributesto enhancing transparency and
accountability, and improving management capabilities in the public sector through an
integrated financial system, supporting decision-making with more accurate and com-
prehensive information. This research aims to understand the impact of the accounting
transition in the healthcare sector through a field study in the financial management of
Asir Central Hospital in Saudi Arabia. The study is divided into three main themes:
the situation before the implementation of the accounting transition, during its imple-
mentation, and after its application. To achieve the study's objectives, a descriptive
method using a survey approach was adopted, collecting data from the study sample
through questionnaires distributed electronically to the hospital's financial manage-
ment staff. A total of 20 complete responses were obtained from 40 employees in the
study population. The SPSS program was used for data analysis. The study concluded
that the financial management of Asir Central Hospital is prepared for the accounting
transition in terms of human resources, technical and accounting systems, supported
by several factors such as: proficient employee training, quality of the accounting and
technical system, enhanced governance and overall performance, and employee exper-
tise. Thus, the research highlights the importance of comprehensive readiness for the
accounting transition in improving financial and administrative performance in the
healthcare sector.
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1. Introduction

Since the launch of Saudi Vision 2030 in 2016, the Kingdom of Saudi Arabia has witnessed
a transformation across all its sectorsto achieve its strategic objectives. Among the projects
launched by the state to achieve this vision was the transition project from cash basis? to accrual

1 Cash basis accounting is a method where revenues and expenses are recorded at the time when cash is actually received or paid. This means that

revenues are recorded when collected, and expenses are recorded when paid, regardless of the date of their accrual. It is characterized by its simplicity

and efficiency in preparing financial reports and fulfilling financial control requirements. Despite its low cost and the simplicity of its accounting

requirements compared to the accrual basis, it is criticized for not providing accurate information about the financial position of each fiscal year

separately, complicating the evaluation of management efficiency and annual comparisons [1].
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basis?, which involved adopting the International Public Sector Accounting Standards (IPSAS) in
the public sector. This project aligns with the experiences of advanced countries like New Zealand,
one of the early adopters of thisapproach, as well as other nations such as Australiaand the United
Kingdom,and also some Arab countries like Qatar and Jordan. This projectisapartofthe National
Transformation Program and aims to improve financial reporting and increase its accuracy and
reliability in the government sector, including providing comprehensive financial information
aboutthe financial position, the results of operations, and cash flows. It also aims to enhance control
OVer revenues, expenses, assets, and liabilities, and improve financial management in government
entities.

The significance of this research lies in highlighting the impact of the accounting transition in
the healthcare sector in Saudi Arabia, a sector that is among the most crucial in the country. The
study focuses on Asir Central Hospital as a case study to understand the challenges and difficulties
encountered in this project within the healthcare sector. The problem of the research emerges from
the lack of sufficient studies on the implementation of accounting transition in the public sector in
Saudi Arabia. Hence, the importance of this researchis in filling this gap and understanding how
the accounting transition affects governmental entities and the shift to accrual basis.

A descriptive survey methodology was used in this research, where data and information were
collected through a questionnaire and analyzed using the SPSS statistical program. The research
aims to provide detailed insights into the experience of the accounting transition in the healthcare
sector and its contribution to achieving the objectives of Saudi Vision 2030.

2. Literature Review

Previousstudies have highlighted the importance of accrual basis in public accounting and its
positive impact on transparency and financial accountability [2,3]. In (Jabi, 2017) study titled "The
Importance of Public Accounting Reform through the Transition to Accrual Basis: A Study of the
Experiences of New Zealand and the United Kingdom", the multiple dimensions of public account-
ing reform were discussed, emphasizing that transitioning to the accrual basis is not just an option
but a necessity for presenting an accurate and realistic financial picture. The study distinguished
itself by confirmingthatthistransition contributes to achieving high transparency and enhances the
accountability of administrations. Italso leads to improved decision-making processes by providing
timely and accurate financial information. Among the key lessons drawn from the study was the
feasibility of transition, the vital role of accounting in generating information necessary for deci-
sion-makers, the effectiveness of the new accounting system in achieving transparency, and the
importance of training and technology in this transition process [4].

In the secondpart of her study, Jabi examined the experience of Ramallah Municipality, which
fully adopted the accrual basis, highlighting that this experience underscored the urgent need for
increased transparency and accountability in public sector financial management. The study con-
cludesthenecessity of agradual transitionfrom cash basisto accrual accountingand the importance
of leveraging global expertise in this field, considering Ramallah Municipality as a model for this
transition. Meanwhile, Al-Janabi (2017) investigated the role of accrual basis in preparing planning
budgets, emphasizing its importance in the preparation of planning budgets by local governments,
with an applied study in Al-Qadisiyah Governorate. The main objective was to shed light on the
planning budget and provide a deep understanding of its fundamentals and preparation methods.
The study delvedintothe practical realityanalysisof budgets prepared on an accrual basis, focusing
on identifying the problems that may hinder the implementation of these budgets and recommend-
ing solutions to overcome them. The study also explored the strengths and weaknesses of the

2 Accrual basis accountingis characterized by recording revenues and expensesas they occur, regardless of the actualtime of collection or payment, focusing on

the date of service provision or goods delivery, and distinguishing between current and capital expenditures. This basis faceschallenges in governments due to the
vast scale of financial operations. However, it is known for its effectiveness in monitoring financial activities and facilitating year-to-year comparisons, thereby

enhancing transparency and financial oversight. (Al-Huwaymil, p. 35).
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adopted system, particularly in relation to the capacity of accrual-based planning budgets to predict
incoming and outgoing cash flows [5].

Building on this, the study emphasized the importance of governments preparing long-term
capital budgets to effectively control capital expenditures, explaining that the accrual basis allows
for the recognition of financial and in-kind resources pertaining to the fiscal year regardless of cash
collection. This accurately reflects the financial situation of local governmentsand is considered a
modern direction in public accounting reform. Bou Khalifi and Houari Maaraj (2017) stressed the
necessity of applying it to improve the performance evaluation capabilities of governmental units
[6]. Al-Kharabsheh et al. (2020) also emphasized the application of the accrual basisto final ac-
counts, noting its importance in increasing transparency and enhancing the ability to evaluate per-
formance. They highlighted the ongoing need to develop the government accounting system, along
with establishing coherent accounting policies and a clear, detailed action plan to support the effi-
cient and effective implementation of accrual basis accounting [7].

Hajjo and Al-Ashi (2021) examined the feasibility of applying International Public Sector
Accounting Standards, pointing out the need for developing knowledge and expertise in the Min-
istry of Finance staff [8]. Al-Subaie, N. M. (2022) studied the readiness of financial departments in
Saudi universities, specifically at Umm Al-Qura University, for transitioning to accrual basisac-
countingaccordingto international standards [9]. The study useda descriptive survey methodology
to assessthe readiness of human resources, accounting, and technical systems, identifying the main
challenges that government entities might face during the accrual basis application. The study’s
findings showed that the financial management at Umm Al-Qura University has a clear and ready
plan for the transition project and recommended more educational courses, encouraging finance
department staff in ways to reduce resistance to change, and employing specialized accounting
firms forasset valuation, alongwith emphasizingthe importance of information technology quality
in financial reporting.

Regarding the prerequisites for successful implementation, Hepworth, N. (2010) discussed
that the shift towards accrual accounting should not be seen as an end in itself but as part of a
comprehensive improvement of the accounting system. The study argued that this transition will
not solve the fundamental issues related to the inefficiency in existing cash-based accounting sys-
tems, nor will it enhance control or management levelsif these processes were initially inadequate.
Furthermore, the study clarified thatapplying accrual accounting would not improve the quality of
external audits or parliamentary control over theexecutiveif these improvementsare notintroduced
as part of acomprehensive reform. To ensure the successful application of accrual accounting, the
study presentedaset of necessary prerequisites: cash-basedaccounting must be strongand effective
to form a solid foundation for the transition, and complete internal control must be secured for a
smooth systemtransition. Additionally, effective external auditingand the legislative body's ability
to hold the executive accountable are pivotal elements for the successful application of the accrual
basis and to fully benefit from its advantages [10].

The transition from cash basis to accrual basis is associated with numerous challenges.
Hladika, M. (2012) provided acomprehensive analysis of the significantadvantages and challenges
associated with implementing accrual accounting in the government sector. The study focused on
the positive impact thataccrual basis accountingcan have in improving decision-making processes,
enhancing effective management, increasing accountability of public managers, achieving trans-
parency in financial statements, and enhancing control and transparency in the use of public funds.
It also discussed the improvement in performance measurement and cost control, and providing a
solid background for pricing services. The study shows that transitioning to accrual basis account-
ing is not without challenges, indicating that successful implementation requires significant im-
provements in human resources, financial resources, and information technology. It emphasizes
that the duration and complexity of the implementation process require radical and well-thought-
out changes in the physical and organizational structure of the state. The study points out that ap-
plyingaccrual basis governmentaccounting requires a profound shiftin accountingapproachesand
coordination across various administrative and organizational levels [11].
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The transition from cash basis to accrual basis accounting affects transparency and accounta-
bility in the public sector. To improve government accounting systems and enhance transparency
and accountability, Ofoegbu, G. N. (2014) conducted an in-depth analysis of New Public Manage-
ment and accrual basis accounting in the Nigerian public sector, affirming that this basis represents
the optimal approach for achieving transparency and accountability. The study reflects diverse fi-
nancial reformsadopted in response to the need to eliminate wastage and improve the quality of
public services [12].

Additionally, Yusof, N. S., & Jaafar, H. (2018) explored the opportunities and challenges
related to implementingaccrual basis accounting in the Malaysian public sector, clarifyingthat this
transition enhances the quality of financial managementand strengthens public accountability
within the framework of economic reform initiatives [13].

On the otherhand, Edwards,J.R. (2021) discussed the notable shiftin government accounting
for public expenditure in the British central government, pointing to the progress made and the
Treasury's resistance to adopting contemporary accounting methods and the urgent need to transi-
tiontowardsan accountingsystemthataccurately andeffectively reflects the cost of resources [14].

Ismaili et al. (2021) highlight the importance and challenges associated with implementing
accrual basis International Public Sector Accounting Standards in Kosovo, confirming that adopt-
ing these standards significantly contributes to improving decision-making processes and the effi-
cient use of public funds, and enhances accountability and transparency [15].

These studies reveal a research gap, particularly regarding the impact of the accounting tran-
sition in the healthcare sector, indicating a need for further research in this area to explore how the
use of accrual basis impacts outcomes differently compared to the previous cash basis. The current
study aims to fill this gap by assessing the impact of the accounting transition in the healthcare
sector, focusing on measuring organizational and administrative culture, motivations, and direct
engagement with auditors, to provide a comprehensive view of the effects of this transition.

Interventionary studies involving animals or humans, and other studies that require ethical
approval, must list the authority that provided approval and the corresponding ethical approval
code.

3. Methodology

The study was based on a descriptive survey method; this approach is distinguished by its
ability to collect, study, and analyze data in a manner that allows for quantitative and qualitative
conclusions regarding the research problem. A questionnaire was adopted as a tool for gathering
information fromthe study sample dueto its effectiveness in obtaininginformation inan organized
and rapid manner, covering all sample members while ensuring freedom of response. The sample
included all employees in the financial department, comprising financial managers, accountants,
the supply department, and inventory control at Asir Central Hospital in Saudi Arabia, totaling 40
employees, with 20 complete responses obtained. The questionnaire encompassed three main axes:
the first addressing the motivations behind implementing the accrual basis, the second relating to
the accounting transition process itself, while the third axis focuses on the post-implementation
period. A five-point Likert scale was used to measure participants' agreement with the sub-state-
ments related to each axis. The results were analyzed using the SPSS statistical analysis program,
relying on a range of statistical measures such as mean, standard deviation, Pearson correlation
coefficient, Cronbach's alpha equation, and percentages and frequencies to analyze the data. Re-
garding the description of the research sample, it was analyzed according to several criteria includ-
ing age, gender, educational qualification, job experience, specialization, and job title. This diver-
sity in sample analysis contributes to providinga comprehensive and in-depth view of the expected
impact of the accounting transition and allows for a deeper understanding of how different catego-
ries interact with this transition.

3. Results
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The data presented in this section form the basis of the research aimed at investigating the
impact of the accounting transition from cash basisto accrual basisin the context of the healthcare
sector. The results highlightthe significantimportance of this data in assessing the impact of the
accounting transition from cash basisto accrual basisat Asir Central Hospital. The data in Table
(1) shed light on the positive evaluation of the motivations behind implementing the accrual basis,
indicatinga consensus amongthe sample about its benefits in enhancing transparency and financial
oversight. Meanwhile, Table (2) reflects the high level of readiness of the hospital for this transi-
tion, through the preparedness of human resources, accounting systems, tec hnical systems, and
financial policies. Finally, Table (3) highlights the clear positive impacts of the accounting transi-
tion on governance, performance, and transparency. This enhances support for strategic decision-
making and contributes to achieving sustainable improvements in the financial and administrative
performance of the hospital, detailed as follows:

Table (1) presents the arithmetic means, standard deviations, and rankings for the responses
of the study sample on the aspect of the most important motivations forimplementingaccrual basis
accounting.

Table 1. Accrual Basis Accounting

Rank Statement Means Standards Deviations
1 Size of Expenditures and Fi- 4.35 .59

nancial Liabilities
2 Lack of Accuracy, Effi- 3.85 .93

ciency, Control, and Ac-
countability in Financial In-
formation

3 Inability to Make Decisions, 3.85 1.09
Plan, and Identify Financial
Risks

1 Overall Average for the Di-  4.02 .67
mension

Table (1) indicates that the dimension of the most important motivations for implementing
accrual basisaccounting is rated highly. The mean response of the sample for the statements in this
dimensionis (4.02) with a standard deviation of (0.67). The statement "Size of Expenditures and
Financial Liabilities" ranked firstwith a high level, where the arithmetic mean for the statement is
(4.35) and the standard deviation is (0.59). In the last position, the statement "Inability to Make
Decisions, Plan, and Identify Financial Risks" also scored high, with an arithmetic mean of (3.85)
and a standard deviation of (1.09). This analysis aimsto highlight the main drivers and challenges
associated with this accounting transition, focusing on identifying the supporting factors for its
success in achieving transparency, accountability, and enhancing the financial and administrative
performance within the hospital.

Table (2) presents the arithmetic means, standard deviations, and rankings for the responses
of the study sample on the aspect of the period during the implementation of the accounting transi-
tion.
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Table 2. The Period during the Implementation of the Accounting Transition

Rank

Statement

Means

Standards Deviations

1

The Human Resources are
Fully Prepared for the Ac-
counting Transition.

The Accounting and Technical
System is Fully Equipped and
Prepared for the Accounting
Transition.

The Financial Policies, Proce-
dures, and Accounts are Fully
Prepared for the Accounting
Transition.

4.20

4.00

3.90

.70

73

79

The Human Resources are
Fully Prepared for the Ac-
counting Transition.

4.03

.64

Overall Average for the Di-
mension

4.20

.70

The data extracted from Table (2) reflectthe level of preparedness of the financial manage-
mentat Asir Central Hospital for the accounting transition. With arithmetic means ranging between
(3.90) and (4.20) and relatively low standard deviations, the figures indicate a positive evaluation
ofthereadiness of human resources, the accountingand technical system, and the financial policies
and procedures. This data highlights the hospital's readiness in various aspects to adopt the accrual
basis accounting.

Table (3) presents the arithmetic means, standard deviations, and rankings for the responses
of the study sample on the aspect of the post-implementation period of the accounting transition.

Table 3. The Post-Implementation Period of the Accounting Transition

Rank

Statement

Means

Standards Deviations

1

The impact of the accounting tran-

sition on governance and perfor-

mance to enhance transparency, ac-

countability, and control.

4.35

67

Support for strategic decision-mak-

ingand improvement of the quality

of financial information.

4.30

.66

The ability to compare financial

performance and financial state-

ments with previous years.

4.30

.80

The quality of accounting records,

financial reports, and the chart of

accounts.

4.20

.89
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5 The impact of the accounting tran-  4.10 72
sition on scientific practices after
the transition.

6 The impact of the accounting tran-  4.05 .83
sition on accounting awareness.

7 The impact of the accounting tran-  4.00 .79
sition on working hours and perfor-
mance.

Overall Average forthe Dimension  4.20 .70

The data extracted from Table (3) indicates that the post-accounting transition dimension
scoredata high level, with the average response of the study sample to the axis statements being
(4.19) with arelativelylowstandard deviationof (0.57). The statement "*"The impact of the account-
ingtransition on governanceand performanceto enhance transparency, accountability, and control”
ranked first with a high level, with an average score of (4.35) and a standard deviation of (0.67).
On the other hand, the statement "The impact of the accounting transition on working hours and
performance” ranked last with a high level, with an average score of (4.0) and a standard deviation
of (0.79).

3.1. Result of the Participants’ Responses

The results of the study on the accounting transition to the accrual basis demonstrate a deep
understandingof the challenges and benefits associated with the transition. The analyzed responses
fromthe study sample highlight several key points, including the motivations behind the transition,
the readiness of institutions for this fundamental step, and the impact of the transition on various
accounting and managerial aspects. The results indicate that 95% of respondents consider the size
of expenses and financial responsibilities to be a major motivation for adopting the accrual basis.
However, opinions regarding the lack of accuracy, efficiency, control, and accountability in finan-
cial information were mixed, with an equal percentage (35%) for rejection, neutrality, and agree-
ment. On the other hand, a significant percentage (70%) indicates thatthe inability to make deci-
sions, plan, and identify financial risks is considered a fundamental problem. These findings pro-
vide valuable insights into the dynamics of accounting transition and shed light on the complex
factors that influence decision-making in this regard.

The results of the study related to the accounting transition to the accrual basis reveal a deep
understanding of the challenges and advantages associated with this transition. The responses ana-
lyzed from the study's sample shed light on several key points, including the motivations behind
the transition, the institution's readiness for this fundamental step, and the impact of the transition
on various accounting and administrative aspects.

It is evident that 95% of the respondents view the size of expenses and financial responsibili-
tiesasamajor drivingforce forimplementingthe accrual basis. However, opinions on theaccuracy,
efficiency, control, and accountability in financial information were mixed, with an equal distribu-
tion of respondents who either disagreed, remained neutral, or agreed. On the other hand, a sub-
stantial 70% of respondents consider the inability to make financial decisions, plan effectively, and
identify financial risks as a fundamental problem.

In terms of institutional readiness during the implementation of the accounting transition, the
resultsindicate a high level of consensus. A significant 85% of respondents agree that human re-
sourcesare fully prepared for the transition. Additionally, 75% believe that both the accountingand
technical systemsarefully equippedfor the transition, alongwith the financial policies, procedures,
and accounts.

Moreover, the analysis of post-implementation results demonstrates a notable positive impact
of the transition on various aspects. For instance, 80% of respondents perceive a positive influence
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on scientific practices. Furthermore, 75% report improved working hours and performance. The
transition is seen to have enhanced accounting awareness by 80%. Additionally, there is a notable
improvement in the quality of accounting records, financial reports, and the chart of accounts, as
reported by 80% of respondents. Transparency, accountability, and control are substantially
strengthened, with 90% of respondents acknowledging these positive effects. Lastly, the transition
is found to support strategic decision-making and enhance the quality of financial information, as
agreed upon by 90% of respondents, while 80% note an improved ability to compare financial
performance and financial statements with previous years.

In conclusion, these results not only signify a high level of preparedness and readiness for the
accounting transition but also highlight the multifaceted positive impacts of this transition on vari-
ous accountingand administrative processes. They underline the importance of preparedness and
meticulous planning by financial departments to ensure that the maximum benefits of the account-
ing transition are realized.

4, Discussion and Conclusion

This research examines the impact of transitioning from cash-basisto accrual accounting in
government entities in the Kingdom of Saudi Arabia, with a specific focus on the healthcare sector
and, in particular, the financial management of Asir Central Hospital. The research concludes that
the hospital's financial management is prepared for this transition, supported by several factors,
including:

1. Employees receiving sufficient training on preparing financial statements and reports in ac-
cordance with accrual accounting principles.

2. The quality of the accounting and technological system adopted by the hospital, contributing
to improving the quality of accounting records and financial reports, enhancing the manage-
ment's ability to make future decisions, and improving the quality of available information.

3. Enhancing governance and overall performance, providing the ability to compare financial
performance with previous years.

4. The presence of extensive experience among employees, with 65% of them having more than
ten years of experience in financial management, and 30% having an accounting background,
while 40% of employees hold a bachelor's degree as their academic qualification.

5. Recommendations

This research highlights a set of key recommendations aimed at enhancing and developing
the accounting transition process towards the accrual basis in the healthcare sector:

1. Capacity Building Through Training: It is essential to provide intensive and targeted training
courses for financial management staff. This approach will contribute to improving their effi-
ciency and overall performance by providingadeeper and more compre hensive understanding
of the new accounting principles.

2. Developmentof Accountingand Technological Systems: Healthcare institutions must pay spe-
cial attention to updating and improving accounting and technological systems. This is of par-
amount importance in the context of accounting transition, as it ensures the provision of effi-
cientand reliable systems for financial control and accurate and efficient financial reporting.

3. LeveragingExternal Expertise: Collaborationand leveragingthe expertise of private hospitals,
particularly in areas such as asset assessment and financial expenditure control, are recom-
mended. This collaboration can facilitate the exchange of knowledge and experience, contrib-
uting to the development and enhancement of financial and managerial efficiency.

Through the implementation of these recommendations, the study aims to supportand en-
hance the capabilities of financial managementin the healthcare sector and facilitate theaccounting
transition process to ensure high levels of success and effectiveness.

The research underscores the importance of comprehensive preparedness for the accounting
transition in enhancing financial and administrative performance in the healthcare sector. Despite
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the good preparations, the financial management of Asir Central Hospital faced several challenges

during the transition from cash-basis to accrual accounting, which the hospital's management at-

tempted to mitigate and improve. These challenges include:

1. Shortage of Qualified Staff: Accrual accounting requires specialized and competent staff, and
the hospital faced a shortage of such staff, which effectively hindered the processin its early
stages.

2. Financial Expenditure and Liability Management: The study indicated a high consensus that
managing the size of financial expenditures and liabilities was challenging for the financial
management to control effectively.

3. Weaknessin Accuracy, Efficiency,and Financial Control: There wasachallenge related to the
weakness of the accountingand technological system, includingthe lack of an effective system
to protect electronic accounting transactions, which has been addre ssed.

4. Financial Policies and Procedures: Another challenge was related to the incomplete readiness
of financial policiesand procedures for the transition, with evaluations ranging from neutral to
disagreeing, reflecting their lack of full readiness for this transformation.
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