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Highlights

not yet been achieved.

- Cost accounting is an accounting subsystem that is usually considered an internally
oriented accounting procedure.

- Due to the lack of prerequisites for implementing performance-based budgeting and
specifically establishing a cost system, despite the emphasis of the law, unfortunately this has
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Abstract

Subject and Purpose of the Article: Improving efficiency in public
service delivery and accountability to citizens, is one of the key objectives of
the public sector. Management accounting can be a useful tool in austerity
government because it produces information about the costs of public services
and can be used for informed decision making. This could be considered a
milestone because previous literature argues for the use of cost accounting in
decision-making and in resource allocation. Despite the central role of cost
accounting in the of decision-making usefulness in the public sector, there are
several challenges in the path of its implementation in the public sector. The
aim of the current research is to provide empirical evidence regarding the
impact of using public sector cost accounting information on the decision-
usefulness of information within the Iranian context, and to examine the
challenges associated with its implementation in public sector institutions.

Research Method: This research is applied in nature and adopts a
descriptive—correlational design using a survey methodology.The statistical
population of the research is all the employees of the accounting departments
of the government institutions of Behbahan in the number of 125 people, a
sample of 95 people was determined, 115 questionnaires were distributed and
finally 80 questionnaires were collected. The obtained data were analyzed
using one-sample t-test and path analysis and using Smart PLS. The objectives
of the research were achieved through formulation and testing of two
hypotheses.

Research Finfings: The results indicated that the use of public sector cost
accounting information has a positive and significant impact on the usefulness
of information for decision-making in the public sector. Furthermore, from the
perspective of public sector accountants, key challenges identified in the
implementation of cost accounting within Iranian public sector institutions
include the provision of free services, a lack of management support,
insufficient 1T support, a shortage of financial resources, and the absence of
training, research, and skill-development opportunities for staff.

Conclusion, Originality and its Contribution to the Knowledge: In the
public sector, cost information is primarily utilized to ensure accountability to
external stakeholders and compliance with regulations, with limited application
to decision-making. This study represents the first domestic research to focus
on the impact of using cost accounting information on its usefulness for public-
sector decision-making; furthermore, it examines the challenges associated
with implementing cost accounting—aiming to help resolve these issues—in
order to foster greater use of such information in public-sector decisions.
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Introduction

On one hand, governments currently face the challenge of securing resources to meet the
continuous and growing demand for public services (Carvalho, 2007), while on the other,
there is mounting pressure on public institutions to enhance accountability regarding the use
and management of public funds (Nest et al., 2008). Improving financial and operational
accountability within public sector institutions necessitates a review of their governance
structures The doctrine of New Public Management seeks to improve efficiency and
effectiveness in the public sector through the application of management tools (Pollitt &
Bouckaert, 2004). Accordingly, the proposal to incorporate cost accounting information into
the public sector aligns with the principles of New Public Management. Although cost
accounting existed in the U.S. public sector as early as the late 1800s, New Public
Management revitalized the practice starting in the 1980s (Rivenbark, 2005) and became a
key driver for the wider adoption of cost accounting. Data provided by cost accounting must
be relevant to decision-making, and government managers and politicians are expected to
utilize accounting information (Guarini, 2016). accounting literature distinguishes between
the use of accounting information and the decision-usefulness of that information (Rogosi¢,
2021). The usefulness of information is determined by the needs of the user. At times,
accountants provide accounting information that is not useful for the specific issue or task at
hand; thus, it is the usage itself that determines the usefulness of accounting information.
While international literature has examined the use of accounting information by politicians
and/or government managers, the perspective of public sector accountants on this matter has
not received sufficient attention.

Public sector accounting should support the delivery of more appropriate, responsive, and
improved public management, as well as strengthen democratic processes. Based on an
analysis by the Public Sector Committee, and following the advent of New Public
Management—which aimed to increase access to information (such as cost accounting) to
assist managers in making better decisions—significant efforts have been made to implement
new accounting and management practices within the public sector. However, despite the
benefits derived from using cost information—such as supporting productivity efforts,
planning, and performance evaluation to enhance cost quality and optimize public
resources—and notwithstanding existing regulations mandating its use, its application in
decision-making remains limited. On one hand, the extent of the application and development
of public sector cost accounting varies from country to country; its use often depends on the
objectives of the various types of public sector entities. On the other hand, the adoption of
cost accounting can face numerous obstacles. While various studies on cost accounting have
been conducted in Iran to date, most have focused either on the private sector or on the
calculation of the cost of goods and services. Addressing the research gaps identified within
the Iranian context, the present study examines—from the perspective of accounting staff in
Iranian government agencies—the impact of accounting information usage on the utility of
cost accounting data for public sector decision-making, as well as the challenges involved in
the full implementation and expanded application of cost accounting within public sector
institutions.

METHODOLOGY

The present study aims to examine the impact of using public sector cost accounting
information on the utility of accounting data for decision-making within the public sector, as
well as to investigate the challenges associated with its implementation in public sector
institutions in the city of Behbahan. In terms of methodology, this is a descriptive-survey
study employing deductive reasoning; regarding its objective, it is an applied and descriptive
study that examines, describes, and interprets current conditions. Given the nature of the
research, defining a specific time frame was not required. The statistical population consists
of all 125 public sector accountants working in government institutions in Behbahan; a
sample size of 95 was determined using Cochran's formula. A total of 115 questionnaires
were distributed, and ultimately, 80 completed questionnaires were analyzed. To gather the
perspectives of public sector accountants working in finance and accounting departments, a
researcher-designed questionnaire comprising 20 questions was developed and utilized. The
questionnaire was structured into two main parts: the first covered the respondents' personal
and general details, while the second consisted of specialized questions divided into three
sections: (a) the use of cost accounting information in the public sector, (b) the usefulness of
accounting information for public sector decision-making, and (c) the challenges of
implementing cost accounting in the public sector. The questions for the first two sections of



the specialized questionnaire were designed based on the conceptual framework and empirical
findings of prior studies regarding the use of accounting information in public sector
management; subsequently, relevant domestic research—specifically concerning public sector
management accounting—was also taken into account. The questions in the third section
focused on identifying challenges associated with the implementation of cost accounting
systems at an international level, drawing upon a review of existing literature and an analysis
of its findings.

To achieve the research objectives, a hypothesis to this effect was proposed:

Hypothesis The use of public sector cost accounting information affects the usefulness of
accounting information for decision-making in the public sector.

and to examine the challenges of implementing cost accounting in public sector entities,
The following question was raised: “What challenges exist in the path toward the full
implementation and expanded use of cost accounting in Iran's public sector entities?”

In this study, the first hypothesis was examined using path analysis. To address the
research question regarding the challenges of implementing cost accounting in Iran's public
sector, a one-sample t-test was employed to validate or refute the identified challenges;
specifically each challenge defined in the questionnaire was converted into a statistical
hypothesis and analyzed to quantitatively confirm or reject the significance of these
challenges within the Iranian context, based on the perspectives of public sector accountants.

RESULT

The first hypothesis states: "The use of public sector cost accounting information affects
the usefulness of accounting information for decision-making in the public sector.” Table 1
presents the results of testing this hypothesis:

Table 1. Research hypothesis test

Independent Dependent variable Path coefficient  t-statistic ~ Significance
variable (effect)
Use of Public Usefulness of Accounting 0.536 10.117 0.000
Sector Cost Information in Public
Accounting Sector Decision-Making
Information

Based on the presented results, the t-statistic value was found to be 10.117, which falls
outside the critical range of -1.96 to 1.96; this indicates that the use of public sector cost
accounting information influences the usefulness of accounting information for decision-
making in the public sector. Given the path coefficient of 0.536, it can be concluded that,
from the perspective of public sector accountants, the use of such cost accounting information
has a positive and significant impact on the usefulness of accounting information for decision-
making in this sector. Therefore, the first research hypothesis is confirmed.

In this section, the research question—"What challenges exist regarding the full
implementation and expanded use of cost accounting in Iran's public sector entities?"—will
be addressed using a one-sample t-test. The statistical hypotheses for this test are formulated
as follows:

HO: p<X

Hl:p>X

Given the use of a 5-point Likert scale, the value of X is set to 3; in this test, the mean is
considered significant if the significance value (sig) is less than the error level.

Table 2. Results of the one-sample t-test

Challenges of Full Implementation and Expanded Adoption of Cost Accounting in  Difference at the
Public Sector Entities 95% confidence
level
Questi  Number of Differencein  tvalue Degree of Significance Lower  Upper
on responses means freedom
Performance evaluation is not based on cost.
13 80 -0.200 1.401 79 0.162 -0.35 0.12
Public services are free; therefore, there is no need for cost accounting.
14 80 -0.862 -7.017 79 0.000 -0.14 0.35
Political influence does not support cost accounting.
15 80 0.212 1.920 79 0.058 -0.22 0.27
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16

17

18

19

20

There is a lack of management support.

80 0.462 3.540 79 0.001 -0.26
There is a lack of IT support.
80 0.000 7.169 79 0.000 0.06
There is a shortage of financial resources.
80 0.000 5.037 79 0.000 -0.03
Employees resist further transformation in cost accounting.
80 -0.050 -0.341 79 0.734 -0.33
Staff do not receive facilities for training, research, and skill development.
80 0.725 5.219 79 0.000 -0.49

0.24

0.57

0.43

0.16

0.03

For questions 14, 16, 17, 18, and 20, the significance level is below the 5% threshold,;
therefore, the respective means are statistically significant. Consequently, it can be concluded
that, from the perspective of public sector accountants, challenges to implementing cost
accounting in the public sector include the provision of services free of charge, a lack of
management support, insufficient IT support, a shortage of financial resources, and the
absence of training, research, and skill-development opportunities for staff.

DISCUSSION

Transitioning from a traditional management system to a modern one to deliver quality
services to citizens is an ongoing process. The underlying premise is that private sector
entities are inherently more efficient than public sector ones; consequently, the management
practices of private companies should serve as models of best practice for public sector
managers. This concept is well-established as the "New Public Management" agenda and has
driven profound changes in public sector administration across many countries. In this
context, the information requirements of New Public Management have assigned a pivotal
role to cost accounting and management accounting. Management accounting information is
regarded as a management tool for decision-making, and its development aims to assist
management. The objectives of this study are, on the one hand, to examine the usefulness of
cost information in public sector decision-making and, on the other, to investigate the
challenges associated with implementing cost accounting in public sector entities. To address
the first objective, a hypothesis was formulated, while a general question was posed to
explore the challenges of implementing cost accounting in the public sector.

The results of the present study indicate that the use of cost accounting information
influences the utility of such data for decision-making in this sector; however, despite the
benefits derived from using cost information—such as supporting productivity efforts,
planning, and performance evaluation to enhance cost quality and optimize public
resources—and notwithstanding existing regulations mandating its use, its application in
decision-making remains limited. Accordingly, this study recommends that leaders of public
sector entities—including supervisory bodies and management at various levels—promote the
use of cost accounting information to leverage its benefits for public sector decision-making.
Naturally, this requires laying the necessary groundwork; specifically, the conditions for
implementing cost accounting within these entities must first be established, which entails
identifying implementation challenges and taking action to resolve them. Another finding of
this study is that there are numerous challenges associated with implementing a costing
system in public sector institutions; key among these are a lack of understanding regarding the
system's importance, insufficient financial resources, a lack of management support,
employee resistance and lack of awareness, and the absence of serious staff training.
Consequently, the study recommends taking appropriate measures—through the provision of
suitable training—to raise the awareness of managers and staff regarding the necessity and
importance of implementing a costing system. Furthermore, implementing a cost accounting
system requires the relevant governing bodies—specifically the Plan and Budget Organization
and the Supreme Audit Court—to establish a clear operational framework to facilitate
economic decision-making and the assessment of financial and operational accountability;
therefore, it is recommended that these institutions earnestly pursue these matters

CONCLUSIONS

In the public sector, cost information is primarily utilized to ensure accountability to
external stakeholders and compliance with regulations, with limited application to decision-
making. This study represents the first domestic research to focus on the impact of using cost



accounting information on its usefulness for public-sector decision-making; furthermore, it
examines the challenges associated with implementing cost accounting—aiming to help
resolve these issues—in order to foster greater use of such information in public-sector
decisions.
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