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ABSTRACT

Within the context of New Public Management (NPM), the research aims to investigate
the practices of annual reporting of performance-related information and accountability
of Malaysian local authorities and whether such practices meet the local authorities’
stakeholders’ expectations of information necessary for assessing and monitoring the
performance of local authorities. The aim is to make recommendations about the future
direction of external performance reporting of Malaysian local authorities. To achieve
this and associated aims, the research addresses the following research questions: (1)
What do stakeholders of Malaysian local authorities understand by the term
‘accountability’ with regards to local authorities? (2) What type of information do the
stakeholders expect and consider necessary for assessing and monitoring the
performance of local authorities? (3) How important is it for each informational item to
be disclosed in annual reports of local authorities to the stakeholders? (4) What type of
information items do expert stakeholders agree is necessary for assessing and
monitoring the performance of local authorities and what is the importance of such
items for disclosure? (5) How can the information and its importance for disclosure, as
agreed by the experts, be organised as a disclosure index for assessing the extent and
quality of information disclosure? (6) What is the extent and quality of disclosure of
information within the annual reports of Malaysian local authorities? (7) Does the
information being disclosed in the annual reports meet the expectations of stakeholders?
(8) To what extent is accountability being discharged through annual performance
reporting of local authorities?

The research employs a questionnaire survey, a Delphi exercise (a means of seeking
consensus of expert opinions), and a content analysis of annual reports. Both descriptive
and analytical approaches are employed to support the analysis of the results. The
findings of the research indicate that despite a strong interest amongst stakeholders for
greater accountability of Malaysian local authorities, a standard definition and scope of
accountability has not emerged. The need to give an account has been recognised by the
stakeholders with an emphasis on performance reporting within the context of NPM.
The findings also show that the extent and quality of annual reports of Malaysian local
authorities is relatively low in that the information disclosed lacks detailed information
and is insufficient for the assessment and monitoring of the performance of such
authorities. Further, the findings suggest the discharge of accountability by local
authorities through external annual performance reporting should and could be
improved.

The findings contribute to our understanding of accountability as interpreted by key
stakeholders of local authorities located within the context of a developing country. In
addition, the findings contribute to the body of literature that documents aspects of
NPM, namely performance reporting, accountability for performance and public
accountability. With regards to Malaysia specifically, the findings could potentially
assist public sector administrators and will be of significance to policy makers interested
in improving the performance management of Malaysian public entities, particularly
that of local authorities.



ACKNOWLEDGEMENTS

[ would like to take this opportunity to express my gratitude to many people I have
encountered in the course of undertaking this research and completing this thesis.

First and foremost, I am highly indebted to my supervisors Professor Jillian Hooks and
Associate Professor Stuart Tooley, whose knowledge, experience and determination
deserve a substantial credit in my work. | must thank them for their continuous
supervisory guidance, support and encouragement throughout the course of this
research.

My gratitude goes to all the questionnaire participants, the Delphi panel members, the
management and staff of the local authorities involved, for their cooperation and
participation in the research.

I am obliged to the Universiti Kebangsaan Malaysia (UKM) and the Government of
Malaysia, particularly, the Ministry of Higher Education for granting study leave and
financial support. The support from the Faculty of Economics and Business including
the School of Accountancy of the UKM is kindly acknowledged.

I am always grateful for the support and guidance of Professor Paul Dunmore (Professor
of Accounting Research of the School of Accountancy, Massey University), especially
during the initial stage of my PhD journey and the development of the thesis. A special
thank you goes to members of the School of Accountancy, Massey University for their
friendship and moral support. My thanks are also due to Nikki Batten for her
administrative support and Hana Craig for her help in proofreading.

Lastbut not least, my heartfelt gratitude to my parents who continuously encourage and
inspire me with their love and prayers. Also my very special thanks to my brother and
sisters and their families, as well as to my best friends for their unlimited support and
care. This thesis is dedicated to these important people in my life.

Norida
Wellington, 2009

il



TITLE PAGE
ABSTRACT

TABLE OF CONTENTS

ACKNOWLEDGEMENTS
TABLE OF CONTENTS
LIST OF TABLES

LIST OF FIGURES

LIST OF APPENDICES
LIST OF ABBREVIATIONS

CHAPTER

o
Z
=

PR e NEV R R UER N g

CHAPTER
TWO

2.1

22

23
24

25
2.6

CHAPTER
THREE

3.1

3.2

3.3

3.4

CHAPTER
FOUR

4.1

4.2

4.3

4.4
45

INTRODUCTION

Introduction

NPM Generally and Internationally

NPM in Malaysia and Malaysian Local Authorities
Motivations to Research

Research Aims and Objectives

Research Scope

Thesis Outline

Publications

BACKGROUND TO MALAYSIAN LOCAL
AUTHORITIES

Introduction

Brief Background to Malaysia and the Malaysian System of
Government

The Structure of Malaysian Local Authorities

The Relationship between Local Authorities, the State
Government and the Federal Government

Function and Finance

Chapter Summary

RESEARCH PERSPECTIVE

Introduction

The Research Perspective — Middle-Range Thinking (MRT)
The Application of MRT in the Research

Chapter Summary

THEORETICAL FRAMEWORK OF ACCOUNTABILITY

Introduction

Meaning of Accountability

Classification of Accountability

4.3.1 Dimension of Relationship

4.3.2 Dimension of the Scope of Account
Accountability to Whom?

Accountability for What?

Page

iii
iv-vii
viii-ix

xi
Xii

10
14
15
16
18

21
24

27
29
31

32
34
38
42

43
45
47
47
50
51
52



4.6

4.7
4.8

CHAPTER
FIVE

5.1

5.2

53

5.4

555

5.6
5.7
5.8

CHAPTER
SIX

6.1

6.2

6.3

CHAPTER
SEVEN

Accountability within Malaysian Local Authorities

4.6.1 Accountees (Stakeholders) of Malaysian Local Authorities

4.6.2 The Nature of Accountability Relationships within
Malaysian Local Authorities

4.6.3 The Scope of Account of Malaysian Local Authorities

The Discharge of Accountability

Chapter Summary

PERFORMANCE REPORTING AND THE DISCHARGE
OF ACCOUNTABILITY

Introduction

Performance and Performance Reporting

Performance Reporting and the Discharge of Accountability
Stakeholders’ Information Requirements for Accountability
Purposes

Measuring Disclosure of Information — the Use of Disclosure
Indices

5.5.1 Unweighted or Weighted Indices

5.5.2 Disclosure Quality

Relevant Malaysian Studies

Conclusion

Chapter Summary

RESEARCH METHOD

Introduction
Research Methods Employed
6.2.1 Stage One: Questionnaire Survey
6.2.1.1 Questionnaire Design
6.2.1.2 Piloting the Questionnaire
6.2.1.3 Questionnaire Administration
6.2.1.4 Sample selection
6.2.1.5 Method of Data Analysis
6.2.2 Stage Two: Delphi Exercise
6.2.2.1 Selection of the Delphi Panel Members
6.2.2.2 Questionnaire Iteration
6.2.2.3 Method of Data Analysis
6.2.3 Stage Three: Annual Report Content Analysis
6.2.3.1 Development of the Disclosure Index
6.2.3.2 Sample of Annual Reports
Chapter Summary

RESULTS AND DISCUSSION: STAKEHOLDERS’
PERCEPTIONS OF THE ACCOUNTABILITY OF
MALAYSIAN LOCAL AUTHORITIES AND
DISCLOSURE OF INFORMATION NECESSARY FOR
ASSESSING THE PERFORMANCE OF LOCAL
AUTHORITIES

Introduction

Response Summary

Accountability of Local Authorities

55
55

59
62
65
67

71
73
74

79

81
83
86
88
91
94

9%

97
100
100
101
102
104
105
106
107
110
110
111
[l
123
124

125
127
131



7.4

7.5

7.6

CHAPTER
EIGHT

8.1
8.2

83

8.4

8.5

CHAPTER
NINE

9.1
9.2
9.3
9.4

7.3.1 Accountability of Local Authorities for Performance

7.3.2 Who are Local Authorities Accountable to for their
Performance?

7.3.3 Understanding the Term "Accountability’

Information Expected and Considered Necessary for Assessing

and Monitoring the Performance of Local Authorities and the

Importance of Information for Disclosure

Discussion

Chapter Summary

RESULTS AND DISCUSSION: EXPERTS’ AGREEMENT
ON THE DISCLOSURE OF PERFORMANCE
INFORMATION AND FINALISATION OF DISCLOSURE
INDEX

Introduction

A Review of the Delphi Exercise

8.2.1 The Delphi Panel

8.2.2 Activities Involved in the Delphi Exercise

Information Items Necessary for Assessing and Monitoring the

Performance of Local Authorities and the Importance of the

Information for Disclosure as Agreed by the Experts

8.3.1 Results from Delphi Round One

8.3.2 Results from Delphi Round Two

8.3.3 Results from Delphi Round Three

8.3.4 Level of Consensus of the Responses

8.3.5 Information and Disclosure Importance Agreed by the
Expert Panel

Finalisation of the Disclosure Index

8.4.1 Determination of Quality Criteria

Chapter Summary

RESULTS AND DISCUSSION: EXTENT AND QUALITY
OF PERFORMANCE REPORTING AND
ACCOUNTABILITY THROUGH REPORTING

Introduction
Overview of the Scoring Process
Overview of the Annual Report Samples
Extent and Quality of Disclosure
9.4.1 Annual Report Final and Category Scores
9.4.2 Item-by-Item Scores
9.4.2.1 Items within the *Overview and Operational’
Category
9.4.2.2 Items within the ‘Non-Financial Performance’
Category
9.4.2.3 Items within the ‘Financial’ Category
9.4.2.4 Items within the ‘Future-Related Information’
Category

9.4.3 The Highest and Lowest Score for Extent and Quality of

Disclosure

131

133
135

138
152
156

158
160
160
161

163
163
166
168
169

174
180
183
183

185
187
188
190
190
192

193

196
198

201

203

vi



98 Discussion
9.6 Chapter Summary
CHAPTER SUMMARY, RECOMMENDATIONS AND CONCLUSION
TEN
10.1 Introduction
10.2 Summary and Significance of the Research
10.3 Summary of Major Results
10.3.1 Stakeholders’ Understanding of ‘Accountability’ with
Regards to Local Authorities, and Their Perceptions of the
Information Necessary for Assessing and Monitoring the
Performance of Malaysian Local Authorities and
Disclosure Importance of Such Information
10.3.2 Experts’ Perceptions of and Agreement on the
Information Necessary for Assessing and Monitoring the
Performance of Malaysian Local Authorities and
Disclosure Importance of Such Information
10.3.3 Development of Disclosure Index
10.3.4 Extent and Quality o f Disclosure of Performance
Reporting within Annual Reports of Malaysian Local
Authorities
10.3.5 Discharge of Accountability Through Annual
Performance Reporting
10.4 Recommendations for Practice
10.5 Research Limitations
10.6 Directions for Future Research
10.7 Conclusion
APPENDICES

BIBLIOGRAPHY

206
212

213
214
218

218

219
219

220

220
220
224
226
228

231
296

vii



Table 2.1

Table 4.1
Table 4.2
Table 4.3
Table 6.1
Table 7.1
Table 7.2
Table 7.3

Table 7.4
Table 7.5
Table 7.6

Table 7.7
Table 7.8

Table 7.9

Table 7.10

Table 7.11

Table 7.12

Table 7.13
Table 7.14

Table 8.1
Table 8.2
Table 8.3
Table 8.4
Table 8.5
Table 8.6

Table 8.7
Table 8.8

Table 8.9

LIST OF TABLES

The Division of Power/Responsibilities between the Federal and
State Governments

Accountability Classification

The Scope of Account and Rationalities

The Accountees (Stakeholders) of Malaysian Local Authorities
Composition of Delphi Panel

Response Summary

Demographic Profile

The Receipt of Annual Reports and the Use of Annual Reports
and Performance Information

Reasons for Local Authorities to be Held Accountable for
Performance

Distribution of Perceptions of who are Local Authorities
Accountable to for Their Performance

Patterns on the Perceptions of the Scope of Accountability
Distribution of Perceptions of the Direction of Accountability
Mean Scores and Significant Differences in Perceptions between
Internal and External Stakeholders of Items within ‘Overview
and Operational’ Category

Mean Scores and Significant Differences in Perceptions between
Internal and External Stakeholders of Items within ‘Non-
Financial Performance’ Category

Mean Scores and Significant Differences in Perceptions between
Internal and External Stakeholders of Items within ‘Financial’
Category

Mean Scores and Significant Differences in Perceptions between
Internal and External Stakeholders of [tems within ‘Future-
Related Information’ Category

Frequency of [tems within Level of Disclosure Importance and
Category Mean Scores

Category Mean Scores for Individual Stakeholder Type
Perceptions of Disclosure Importance between Stakeholder
Group Pairings

Details o f Delphi Panel

Potential Disclosure Items

Additional Items (Round One)

A Summary of Justifications for Particular Items

Level of Consensus of Responses

Frequency of Items within Level of Disclosure Importance and
Mean Score by Category

Top Scored items (‘Very Important’)

Comparison between the Experts’ Agreement on and the
Perceptions of the Broad Group of Stakeholders of the
Disclosure Importance

List of Information Items and their Importance Weightings

Page

23
47
53
59
109
127
129

130
132
134

136
138

139

141

143

145

147
149

151
160
163
165
167
171

175
176

179
181

viii



Table 9.1

Table 9.2
Table 9.3
Table 9.4

Table 9.5
Table 9.6

Table 9.7

Annual Report Samples by Yearand Type of Local Authority,
and Average Revenue and Total Assets of Each Local Authority
for the Period of 2003 to 2005

Annual Report Final and Category Scores (Normalised to 100)
Scores of Items within the ‘Overview and Operational’ Category
Scores of Items within the ‘Non-Financial Performance’
Category

Scores of Items within the ‘Financial’ Category

Scores of Items within the ‘Future-Related Information’
Category

Annual Report Score of Each Local Authority in 2003, 2004 and
2005

189
191
194

197
199

202

206



Figure 1.1
Figure 2.1
Figure 2.2
Figure 2.3
Figure 2.4
Figure 2.5

Figure 3.1
Figure 3.2
Figure 4.1
Figure 4.2

Figure 4.3
Figure 5.1
Figure 6.1
Figure 6.2
Figure 6.3
Figure 6.4
Figure 6.5
Figure 7.1
Figure 8.1
Figure 8.2
Figure 9.1

LIST OF FIGURES

Thesis Structure

Thesis Structure: the Position of Chapter Two

The Structure of the Federal Government

The Structure of the State Governments

Organisational Structure of Local Authorities

The Relationship between Local Authorities and the Federal and
State Governments

Thesis Structure: the Position of Chapter Three

Research Process — Application of Middle-Range Thinking
Thesis Structure: the Position of Chapter Four

The Nature of the Accountability Relationship between
Malaysian Local Authorities and Their Accountees/Stakeholders
Theoretical Framework: Empirical Investigation

Thesis Structure: the Position of Chapter Five

Thesis Structure: the Position of Chapter Six

Research Methods for Data Collection and A nalysis

Steps of the Delphi Exercise

Disclosure Index Development Process

The Scoring Procedure

Thesis Structure: the Position of Chapter Seven

Thesis Structure: the Position of Chapter Eight

Activities Involved in Each Delphi Round

Thesis Structure: the Position of Chapter Nine

Page

20
22
23
26

28
33
40
44

60
68
72
96
9
108
112
122
126
159
162
186



Appendix A
Appendix B
Appendix C
Appendix D

Appendix E
Appendix F

Appendix G (i)

Appendix G (ii)

Appendix H
Appendix |

Appendix J

Appendix K
Appendix L
Appendix M

Appendix N
Appendix O

Appendix P (i)
Appendix P (ii)
Appendix P (iii)
Appendix Q (i)
Appendix Q (ii)
Appendix Q (iii)

Appendix Q (iv)

LIST OF APPENDICES

A Summary of Disclosure Index Studies (1997 —2008)
Questionnaire

Covering Letter to Questionnaire

A Summary of Potential Items and Their Source of
References

Reasons for Local Authorities to be Held Accountable
Accountability Relationship (Accountability to Whom?)
Understanding ‘Accountability’: Patterns on the Scope of
Accountability

Understanding ‘Accountability’: the Direction of
Accountability

Mean Scores for Individual Stakeholder Type

Test Statistics for Information Items with a Significant
Difference between Stakeholder Group Means on the
Level of Item Importance

A Summary of Responses of Round One

A Summary of Responses of Round Two

A Summary of Responses of Round Three

Means and Standard Deviations of Individual Items in
Delphi Rounds One, Two and Three
Multiple-Information Items and Their Quality Criteria
Disclosure Index

Examples of Quality Criteria Assessment for ‘Statement of
Objectives’

Examples of Quality Criteria Assessment for ‘Non-
Financial Performance Targets’

Annual Report Scoring Model: Item-by-Item, Category
and Final — Results of a Local Authority in 2003
[tem-by-Item Scores for the Period 2003 to 2005:
‘Overview and Operational’ Category

[tem-by-Item Scores for the Period 2003 to 2005: ‘Non-
Financial Performance’ Category

[tem-by-Item Scores for the Period 2003 to 2005:
Financial’ Category

[tem-by-Item Scores for the Period 2003 to 2005: ‘Future-
Related Information’ Category

Page
231
238
247
250
253
254
255
256
257

260
263
265
267
269
272
280
286
287
288
291
292

293
295

Xi



AS
CIPFA
FRS
KPI
LA
MBS
MLAs
MPS
MRT
NPM
TC
Wil
WS

LIST OF ABBREVIATIONS

Actual Score

Chartered Institute of Public Finance and Accountancy
Financial Reporting Standards
Key Performance Indicators
Local Authority

Modified Budgeting System
Malaysian Local Authorities
Maximum Possible Score
Middle-Range Thinking

New Public Management
Treasury Circular

Weighting for Importance
Weighted Score

Xii



CHAPTER 1
INTRODUCTION

1.1 INTRODUCTION

Public sectors around the world are frequently criticised for inefficiency, poor
performance and issues relating to accountability. These days, governments are under
increasing pressure to be “more productive and effective — to achieve not only the
greatest degree of economy and efficiency possible but also to secure desired outcomes
in respect to economic and social development™ (Aucoin & Heintzman, 2000, p.45).
This pressure is caused by greater demands for demonstrated performance with respect
to results. In Malaysia, it has been made clear that the public is interested not only in -
accountability for financial management of the public sector but also in accountability
for its operational performance. The Malaysian public is demanding more answerability
from public sector organisations, as seen in the number of complaints made by the
public through the Public Complaints Bureau (Siddiquee, 2006) and increasingly critical
reports produced by local media (for example, Berita Harian, 2008;Utusan Malaysia,
2008; The Sun, 2006).

In response to these concerns, governments of both developed and developing countries,
including Malaysia, have undertaken administrative reform and reorganisation.
Although aspects of the reform agenda have varied among individual countries, it is
widely acknowledged that the broad thrust of public management reforms is framed
within New Public Management (NPM) (see for example Guthrie, Olson & Humphrey,
1999; Lapsley, 1999). NPM has a clear focus on efforts or initiatives designed to
achieve accountability through results (Guthrie et al., 1999; Hood, 1995; Parker &
Gould, 1999). The emphasis of NPM on results and performance has led to changes in
management of, and reporting on, outputs and outcomes which, it is argued, will lead to
more efficient and effective public administration (Aucoin & Heintzman, 2000). The
accountability aspect of NPM is based on calls for greater accountability, that is, for
public sector managers to be held accountable for performance and for improved public
accountability. Such accountability is discharged through the reporting of performance

information to a broad group of stakeholders.



Within the context of one specific part of the Malaysian public sector (local authorities),
this research investigates the understanding of local authority stakeholders of the
concept of accountability with regards to local authorities, the scope, nature and
importance of disclosure of information expected by the stakeholders and the discharge
of accountability through annual performance reporting. This is achieved by exploring
the perceptions of stakeholders of Malaysian local authorities, examining the reporting
of information necessary for assessing and monitoring the performance of local
authorities and identifying whether the disclosure expectations that stakeholders have

for the discharge of accountability obligations are being met.

Much of the reported international research has focused on accountability within the
context of developed countries where stakeholders, it has been argued, are more
sophisticated and have greater capacity (and opportunity) to exercise their rights for
information compared to stakeholders of public sector entities located in less developed

countries (Coombs & Tayib, 2000).

The current research provides empirical evidence on how NPM, and specifically
performance accountability, is operationalised within Malaysian local authorities and
makes an important contribution to the knowledge of NPM in relation to the
performance accountability aspect of a specific public sector group — local authorities or
local government in a developing country. Research on the Malaysian environment
provides one response to a call [by Pollitt (2006)] for more empirical research to be
undertaken within the broad realm of public sector accountability and in the context of

developing countries.

In addition to its developing nation status. Malaysia also practices a nominative
representative governance system where the mayor/president and councillors of the
local authority are appointed by the state government unlike most developed western
countries which practice a democratically elected local authority system. This research,
looking from a Malaysian perspective, seeks to offer new knowledge and development

of the concept of accountability in the international public sector accounting context.



This introductory chapter explains the background to the research. It includes a general
overview of public sector reforms internationally with particular reference to NPM. This
is followed by a discussion on Malaysian NPM-type reforms and the reforms
undertaken by Malaysian local authorities in particular, to provide the research context.
Following these discussions, the motivation for carrying out the research on
performance reporting and accountability is explained. This is followed by the aims,
objectives and scope of the research, as well as the thesis outline. This chapter
concludes with a section which highlights the publications of part of the research
findings. The overall structure of the research is shown in Figure 1.1 in which the

Introduction Chapter is highlighted.



Figure 1.1: Thesis Structure: the Position of Chapter One
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1.2 NPM GENERALLY AND INTERNATIONALLY

Over the last two decades, management of the public sector has undergone substantial
reform in both developed and developing countries. The old administrative system,
which included a policy-administration dichotomy, rule-based administration, and
division of labour and hierarchy (Peters, 1996), has come under severe criticism for
being inefficient, costly, rigid, corrupt and unaccountable (Hughes, 1992). Attempts to
address the weaknesses of the old system, via a number of internal and external reforms,
have resulted in the development of a modern public sector administrative system. The
external reforms, focused on strengthening government democracy and administration
and internal reforms, worked towards enhancing organisational efficiency and

effectiveness (Leemans, 1976).

The development of public sector reforms internationally covered three phases: the first
during the 1960s and 1970s; the second from the mid 1970s to the late 1980s, and the
third beginning in the late 1980s (Wollmann, 2003). The first phase, the planning
period, involved political and administrative modernisation through reorganisation of
governmental and ministerial structures, decentralisation of political and administrative
functions and territorial reforms. The second phase aimed to achieve institutional
changes, which were carried out via deregulation and the privatisation of public assets.
Public sector reforms in the third phase have been related to NPM-type reforms
(Wollmann, 2003), where NPM has been acclaimed as a paradigm shift in public
administration (Haque, 2007). NPM was driven by a combination of economic, social
and political factors such as a fiscal crisis of government, poor performance,
authoritative bureaucracy, lack of accountability, corruption and changes in people’s

expectations (Common, 1998; Minogue, 1998).

NPM suggests an implementation of various reform initiatives with an assumption that
private sector management techniques and market mechanisms will improve public
sector efficiency and effectiveness. NPM thus stresses the need for private sector
approaches to be adopted in public sector organisations and sees the role of the public
sector officials as accountable managers who are empowered with a particular

responsibility (Hood, 1995; Parker & Gould, 1999).



As a modern development of the public management tradition, NPM’s global impact is
significant. Due to its rapid dissemination, NPM has been regarded as a global paradigm
for public management (Turner, 2002). While there is no globally cohesive model of
NPM (Common, 1999; Hood, 1991; Wollmann, 2003), common elements of NPM can
be identified. They include decentralisation of management, conversion of government
departments into enterprises, an increased use of markets and competition in the
provision of public services and performance-based accountability (Aucoin, 1990;
Hood, 1991; Samaratunge, Alam & Teicher, 2008). Under NPM, public managers are
given greater flexibility and freedom in their management of public resources but they
must also provide greater managerial performance accountability (Batley, 1999; Hood,
1991, 1995). The emphasis on greater accountability means public managers are
accountable beyond fiscal compliance. This includes performance accountability to a
broad group of stakeholders (Gray & Jenkins, 1993; Hood, 1995; Parker & Guthrie,
1993) including accountability to the public in general (Behn, 1998; Haque, 2007) as
public accountability is vital in improving public sector performance (Haque, 2000).
Public managers are required to provide satisfactory explanations for their actions in
ensuring efficiency in the use of resources and quality of services. They are also
answerable to the public for their actions and inactions for which they are subject to

both external and internal sanctions (Haque, 1994; Romzek, 2000).

In developing countries, NPM-type reforms typically became an integral part of the
public sector reform during the 1990s (ADB, 2004; Samaratunge & Bennington, 2002).
The common themes underpinning NPM reforms in these countries, and especially in
East Asia, have been a greater emphasis on accountability, an increased concern for
performance, and implementation of private sector practices in the public service
(Turner, 2002). The reforms have been undertaken to support national, social and
economic development agendas such as to facilitate private sector involvement in the
economy, to attract foreign direct investment (Samaratunge et al., 2008), and to promote
efficiency and effectiveness of administration (Leemans, 1976). This research focuses

on NPM in Malaysia and particularly Malaysian local authorities.

Malaysia has been categorised as an “enthusiastic diner” of NPM, due to its “selective
borrowing and modification of foreign NPM models while simultaneously pursuing
domestic innovations” (Turner, 2002, pp.1497, 1505). However, there still exists

traditional top-down bureaucratic structures and behaviours (Haque, 2003, 2007).



According to Haque (2003, 2007) the reform initiatives were constrained by the
country’s unique political system and a culture dominated by ethnic identity'. Given
these political and social constraints, it is interesting to know the extent to which the call
for greater and improved accountability (both performance and public accountability),
as inspired by NPM has been operationalised in the Malaysian public sector. Therefore
an empirical research within the Malaysian context provides a significant contribution to
the international literature. The fact that the NPM-type reforms that have been
implemented have differed from these of other countries due to the different political,
economic and social contexts (Samaratunge et al., 2008), means that the contribution of
a Malaysia-based study, that adds a developing country’s viewpoint to the existing

literature, is undoubtedly valuable.

1.3 NPM IN MALAYSIA AND MALAYSIAN LOCAL AUTHORITIES

In Malaysia, the NPM-type reforms have been implemented to achieve the country’s
broad national goals which include the achievement of macroeconomic stability and
industrial development (Samaratunge et al., 2008) by inducing a more efficient and

market-driven administration (Siddiquee, 2006; Swee & Kevasapany, 2006).

Some of the earliest public sector reform initiatives in Malaysia can be traced back to
the 1960s. The reform initiatives during this phase aimed to stabilise the newly formed
nation, maintaining the traditional public management functions in order to help
transform the Malaysian civil services into a modern and dynamic administration
(Yusoft, 1994). In the 1970s, the reforms focused on the development of administration
and the creation of public sector enterprises and statutory bodies. The 1980s and 1990s
saw the implementation of many public sector reform initiatives identified as being
NPM-type reforms. Common (1999) outlined factors which have driven the NPM
reforms in Malaysia, and especially the reforms undertaken during the 1990s. These
include economic development, globalisation, politics and the role of international
organisations. The political factor has been recognised as the most influential driver of
public sector reforms in Malaysia (Kaul, 1996). The government motivation to
undertake the reforms, which aimed to improve its administrative processes, was to

ensure continuous political support from the constituents in order to stay in power

Details about Malaysia’s political and social structure are discussed in Chapter Two.



(Commbn, 1999). It is also claimed that international organisations such as the World
Bank, the Asian Development Bank and International Monetary Fund (IMF) put
pressure on Malaysia to undertake public sector reforms, especially in the late 1980s
(Gomez & Jomo, 1997). Malaysia’s high economic growth from 1987 until the Asian
financial crisis in 1997 also put pressure on the government to carry out various
reforms. The reforms aimed at improving civil service capacity and introducing public-
private sector relationships in order to sustain the outstanding economic development. In
response to the impact of globalisation, the government implemented reform strategies
aimed at creating a national competitive advantage through increased economic growth
and investment and enhanced skills of public personnel (Common, 1999). For example,
in the 1990s, the government’s concerns with global impacts were reflected by reform
strategies outlined in national economic plans such as the Sixth Malaysian Plan 1991—
1995 (Awang, 1995).

NPM-type reforms in Malaysia have been implemented across all levels of public sector
administration, from federal to state government departments and agencies including

local authorities.

The NPM reform initiatives carried out in the local authorities and in all public sector
organisations during the 1980s and 1990s can be classified into two types — managerial
and financial. Restructuring the public management system was the focus of the reforms
carried out in the 1980s which aimed to strengthen the professional competency of the
civil service and to develop administrative leadership (ADB, 2004). In order to
encourage co-operation between the public and private sectors with aims to improve the
national economy, the ‘Malaysia Incorporated’ policy was introduced in 1983 (PMD,
2001; Yusoff, 1994). Along with this policy, the government adopted the Privatisation
Master-Plan, which focused on vital sectors such as telecommunication, electricity and
transportations and aimed to reduce spending and the state’s fiscal burden and to
strengthen market forces (Haque, 2007). Several services of local authorities such as
solid waste disposal, sewerage service and water supplies were privatised

(Singaravelloo, Md.Sidin, Sambasivan & Mohd Noor, 2006).

Following these initiatives, Total Quality Management (TQM) and Quality Control
Circles (QCCs) were introduced in local authorities and all public sector organisations

aimed at generating a work culture that encouraged innovation, productivity and



participatory management (Samaratunge et. al., 2008). Further, a Clients’ Charter was
implemented. This is a written commitment of government agencies, including local
authorities, to the delivery of services to their respective customers. It also acts as a

strong pledge to provide quality services that meet customers’ needs.

In terms of financial reform initiatives, local authorities have been required to use an
accrual accounting system since the introduction of the Local Government Act 1976.
However, a fund (vote) accounting system is still being practised alongside accrual
accounting (Othman, 2001) as the budgeting system in local authorities still remains (to

date) based on a modified cash basis, the Modified Budgeting System (MBS).

The MBS has been introduced to replace the Programme Performance Budgeting
System (which involved cash-based budgeting). The MBS has been fully implemented
in local authorities and all public sector organisations since 1995. MBS emphasises
decentralised management by matching authority and accountability. Under MBS, local
authorities are required to provide a programme agreement with the Treasury in the
annual budget paper, specifying the inputs and expected outputs and impacts of a
particular programme or service. This is to develop a more accountable system of
management in both legal compliance and service or programme performance (Xavier,
2000). MBS is supported by the Micro Accounting System that provides cost
information for the output of each programme or activity carried out by public sector
organisations. To ensure continuous improvement in public sector reforms,
benchmarking was introduced in 1999 (PMD, 1999) to help encourage public agencies
to consistently engage in the reform programmes, inculcate learning from others,

improve expertise and encourage co-operation (Mohamad, 2004).

Furthermore, in order to improve accountability of civil servants in their financial
management responsibilities, an internal auditing system was introduced in public sector
organisations. To date, local authorities are not compulsorily required by the Treasury
Circular No. 2/2004 to have an internal audit unit. However, it was reported that thirty-
one (21 percent of the total local authorities in Malaysia) voluntarily had an internal

audit unit (Report of Internal Audit Seminar, 2007).

In the 2000s, the greater emphasis on performance has been more apparent in public

sector organisations including local authorities. The implementation of Key



Performance Indicators (KPI) in the middle of 2005 has required all federal government
agencies to establish KPI and to report these to higher authorities. However, the
implementation of KPI in local authorities that are placed under state government
jurisdiction is dependent on the acceptance of the respective state governments (Public
Administration Development Circular No.2/2005) and to date, the external reporting of

KPI is not yet mandatory.

Overall, NPM reforms in the Malaysian public sector, including local authorities, have
emphasised decentralisation, a greater role for accounting, the adoption of specific
private management techniques and results/performance-based accountability. With the
implementation of various NPM-type reforms, local authorities are expected to provide
more efficient and effective delivery of services and be more accountable for their
performance and to their stakeholders, including the public. However, there have been,
and still are, increased demands for local authorities to have even greater transparency
and accountability for their management (Buang, 2006; Berita Harian, 2005; Berita
Harian, 2008; Phang, 2008; The Star, 2005; The Sun, 2005; Utusan Malaysia, 2008).
According to Phang (2008, p.3), the Malaysian public are expecting more efficient and
effective delivery of services by local authorities but there is a gap in “the demand and
supply both in service delivery and in judgements” of local authorities. It has also been
reported that higher authorities, such as state governments, are beginning to express
dissatisfaction with the performance of local authorities and are seeking greater
accountability from them for more efficient and effective service performance
(Abdullah, 2006; The New Straits Times, 2003; Sinar Harian, 2008). The public demand
for better service performance, and the increasing public criticism and declining public
trust in government agencies highlights the need for greater public and performance

accountability. These needs are examined in this current research.

1.4 MOTIVATIONS TO RESEARCH

It has been claimed that NPM reforms that call for improved accountability in both
performance and public accountability can actually inhibit the aims that they promote. It
has been claimed that the reforms have emphasised procedural and economic criteria,
such as efficiency and productivity, over public concerns such as equality and

representation (Haque, 2000; Parker & Gould, 1999). Another public accountability



challenge highlighted by Haque (2000, 2007) is related to the parties to whom a public
manager is supposed to be accountable. NPM reforms have tended to reduce some
social rights, in that public managers are accountable to customers and ignore other
members of the public such as low-income citizens. It has also been pointed out that the
introduction of public-private partnerships or outsourcing as prescribed by NPM also
creates a challenge to public accountability because it is not clear who is accountable for
what (Haque, 2007). In the case of Malaysia, the question has been raised as to whether
public accountability has been compromised as a result of the introduction and
expansion of public-private partnerships (Sarji, 1996). Aucoin (2000) implied that
public accountability that emphasises probity, fairness and impartiality should not be
compromised for improved performance as the result of the implementation of NPM-
type reforms. The drive for performance criteria — efficiency and effectiveness - cannot
be detached from the broader public’s accountability concems (Parker & Guthrie,
1993). These indicate that the discharge of public accountability under NPM needs to be
balanced with an emphasis on accountability for performance. In this respect, Haque
(2000, p.611) suggests that “greater transparency and public access to relevant
information” need to be given greater attention. Greater transparency has been
recognised as a key element in enhancing public accountability (Ezzamel, Hyndman,
Johnsen & Lapsley, 2007; Koppel, 2005). It is argued that greater transparency and
public accessibility to information that will consequently improve the discharge of
public accountability can be manifested through reporting, particularly the external
performance reporting that provides performance information to a wider group of
stakeholders. The public and other stakeholders can make an informed judgement on the
performance of public organisations if they are provided with relevant performance
information such as information on the quality, quantity and cost of services provided
and activities undertaken. The provision of such information is an important aspect of

accountability (Coy, Fischer & Gordon, 2001 ; Rutherford, 2000).

In addition to improved public accountability, performance reporting allows an entity to
demonstrate its internal and external achievements (Barrett, 1997; Lee, 2008; OECD,
2004). It has become the preferred method to achieving greater efficiency and
effectiveness (Pallot, 1991). The importance and advantages of performance reporting in
promoting greater managerial performance accountability as prescribed by NPM has
been widely recognised in the literature (for example, Christensen & Yoshimi, 2003;

OECD, 1995; Pollitt & Bouckaert, 2000). Complete and accurate information on an



organisation’s operations and performance, such as through performance reporting, may
also allow the monitoring of the behaviour of public officials (Schacter, 2000) and
overall organisational performance (World Bank, 1999). It is therefore argued in the
current research that performance reporting through the medium of annual reports may

discharge greater accountability in terms of both performance and public accountability.

Within the theoretical framework of accountability and the context of NPM,
performance and public accountability are the focus of this research. Performance
reporting, through the medium of annual reports and as a technique to promote the
performance accountability aspect of NPM, is examined through a case study of
Malaysian local authorities. Given the fact that the Malaysian public sector, including its
local authorities, has undergone significant NPM-type transformation, the expectations
of NPM which call for greater accountability should be met. Therefore, Malaysian local
authorities provide a relevant and appropriate research context to empirically examine
NPM-type accountability. In addition, to date, knowledge of how NPM expectations of
the discharge of accountability have come to be operationalised in Malaysian local
authorities is still limited.? For example, Saidin, Tayib, Engku Ali and Samsudin (2006)
and Tayib, Coombs and Amin (1999) focused only on the financial reporting of local
authorities and the information expectations of the local authorities’ tax payers. Neilson
and Mucciarone (2007) limited their study to examining the reporting of performance
indicators. The current research focuses not only on financial information but also non-
financial performance information and it has also taken into consideration the
informational and disclosure expectations of a broad group of stakeholders of local
authorities. Another study, by Singaravelloo et al. (2006), although recognising the
importance of performance measurement in local authorities, did not examine the
external reporting of performance. To date, there is no study that examines the
accountability of and the discharge of accountability through external performance
reporting by Malaysian local authorities. In terms of measuring the level of disclosure,
Coombs and Tayib (2000) developed an index based on CIPFA Code of Practice on
Local Authority Accounting in the United Kingdom and applied the index to annual
reports of Malaysian local authorities. The current research, on the other hand, employs
a broader perspective in developing the disclosure index. The information and
disclosure expectations of a broad group of stakeholders and also of expert stakeholders

are considered.

The related Malaysian studies are reviewed in Chapter Five. Section 5.6.



The current research responds to the call by Steccolini (2004) to address issues of how
an annual report can be used as a vehicle to discharge organisational accountability and
the identification by previous researchers of the need for research to improve the quality
of performance reporting as an accountability mechanism (Carlin & Guthrie, 2001;
Guthrie & Parker, 1998; Lee, 2008; Pollitt & Bouckaert, 2000). However, the literature
to date has found that the type of performance information required often varies from
one context to another (Lee, 2008). The current research addresses this issue by
identifying the relevant information for assessing and monitoring the performance of
local authorities and the importance of such information for disclosure from a

stakeholder perspective.
Therefore, this current research addresses the following research questions:

Research Question 1

What do stakeholders of Malaysian local authorities understand by the term
‘accountability’ with regards to local authorities?

Research Question 2

What type of information do the stakeholders expect and consider necessary for
assessing and monitoring the performance of local authorities?

Research Question 3

How important is it for each informational item to be disclosed in annual reports of
local authorities to the stakeholders?

Research Question 4

What type of information items do expert stakeholders agree is necessary for
assessing and monitoring the performance of local authorities and what is the
importance of such items for disclosure?

Research Question 5

How can the information and its importance for disclosure, as agreed by the experts,
be organised as a disclosure index for assessing the extent and quality of information
disclosure?

Research Question 6

What is the extent and quality of disclosure of information within the annual reports

of Malaysian local authorities?
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Research Question 7

Does the information being disclosed in the annual reports meet the expectations of
stakeholders?

Research Question 8

To what extent is accountability being discharged through annual performance

reporting of local authorities?

1.5 RESEARCH AIMS AND OBJECTIVES

The aims of the research are to investigate the performance reporting practices and
accountability of Malaysian local authorities and ascertain whether such practices meet
the expectations of the local authorities’ stakeholders. Meeting the expectations of a
broader stakeholder group is important for public accountability purposes. Eventually,
the aim is to make recommendations about the future direction of external performance

reporting of Malaysian local authorities.

By addressing the research questions outlined in the earlier section, the following

objectives are involved in achieving the aims:

1. To explore the concept of accountability from the perspective of Malaysian
stakeholders and the stakeholders’ understanding of their relationship with local
authorities.

2. To identify the type of information that a broad group of stakeholders expect to
enable them to assess and monitor the performance of Malaysian local
authorities.

3. To identify the stakeholders’ perceptions of the importance of information items
for disclosure.

4. To identify experts’ perceptions of and agreement on the information necessary
for assessing and monitoring the performance of Malaysian local authorities and
the importance of such information for disclosure.

5. To develop a special purpose disclosure index to assess the extent and quality of
performance information published in annual reports of Malaysian local
authorities.

6. To evaluate the extent and quality of disclosure of performance reporting within

the annual reports by applying the developed disclosure index.
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7. To ascertain whether the informational and disclosure expectations of
stakeholders are being met.
8. To ascertain the extent to which accountability is being discharged through

performance reporting.

1.6 RESEARCH SCOPE

The scope of the research is limited to one part of the Malaysian public sector (local
authorities). Local authorities are the government agencies that deal most directly with
the public as ratepayers and consumers. The authorities are expected by the public to
fulfil public needs using rates or taxes paid to the authorities. The authorities may also
be expected to justify their actions in relation to their use of public monies. Therefore,
local authorities provide a better avenue to examine the issues of public accountability
and the discharge of such accountability through annual performance reporting than

other government agencies.

This research involves an examination of the annual reports of local authorities and is
limited to reports published in 2003, 2004 and 2005. These were identified as the latest
reports available during the period of data collection (August to November 2006).
Therefore, the findings are limited to up to the year 2005. Detailed justifications for the
selection of the 2003, 2004 and 2005 annual reports are provided in Chapter Six,
Section 6.2.3.2.

The statutory requirements pertaining to the annual reporting by local authorities are
outlined in the Local Government Act 1976. The reporting requirements are, however,
largely uninformative as to specific form and content. Further, there is no statutory
requirement specifically for local authorities that extends the reporting of performance
beyond the provision of traditional financial statements. Therefore this research could
not determine the level of compliance with statutory requirements for annual report
disclosures. Instead, the research adopts an accountability framework with respect to
stakeholders’ informational and disclosure expectations in examining the practice of
performance reporting. This research also involves a questionnaire survey of local
authorities’ key stakeholders, as identified from a literature review that have an
accountability relationship with local authorities. Other stakeholders are beyond the

scope of this research.



1.7 THESIS OUTLINE

As illustrated in Figure 1.1, this thesis comprises ten chapters, each of which is outlined

as follows to assist in navigating the thesis contents.

Chapter One: Introduction to research background and outline of the thesis
Chapter Two: Background to Malaysian local authorities

The aim of this chapter is to provide background information on Malaysia in general
and on Malaysian local authorities (MLAs) in particular. This chapter highlights the
structure of MLAs and the relationship between the authorities and the federal and state
governments, and discusses the local authorities’ functions and sources of finance. The
background information provided in this chapter is important for understanding the
setting of the research and the accountability framework within ML As that are discussed

in Chapter Four.
Chapter Three: Research methodology

This chapter provides a discussion on middle-range thinking (MRT), the perspective
applied in the current research. This perspective suggests that phenomena can only be
explained by ‘skeletal’ or partial/incomplete theories and that empirical details are
needed to complete the theories. This chapter brings to the fore the concept of a skeletal

theoretical framework as the MRT perspective has suggested.
Chapter Four: Theoretical framework of accountability

This chapter develops and proposes a theoretical framework of accountability that is
used in guiding the empirical investigations undertaken in the research. The framework
is developed around the issues of what is accountability, to whom accountability is
owed in general and to MLAs in particular, the nature of the accountability relationship
between MLAs and their stakeholders, for what accountability is rendered (with a
particular reference to MLAs), and how accountability is discharged, with a particular
focus on the annual report and the current requirements for annual and performance
reporting of MLAs. The theoretical framework that is used to guide empirical

investigations is extended in Chapter Five.
Chapter Five: Performance reporting and the discharge of accountability

This chapter extends the discussion of the theoretical framework of this research to

include a discussion on theory of performance reporting and disclosure. A review of

16



literature surrounding the issues relating to the discharge of accountability through
annual performance reporting and disclosure is presented. This chapter also provides a

review of relevant Malaysian studies that show the relevance of this research.
Chapter Six: Research method

Having developed and proposed the theoretical framework of this research, this chapter
discusses how the empirical investigations were carried out. Specifically, this chapter
explains the methods of data collection and analysis. The methods include a
questionnaire survey, a Delphi exercise and a content analysis of annual reports. The
process of developing the disclosure index to be used for content analysis and the
scoring procedure are also discussed. The results obtained from employing these

research methods are reported in Chapters Seven, Eight and Nine.

Chapter Seven: Results and discussion: stakeholders’ perceptions of the
accountability of Malaysian local authorities and expectations on performance

information disclosure

This chapter reports the results obtained from the questionnaire survey. Specifically, it
reports and discusses the understanding of a broad group of stakeholders of MLAs, on
the concept of accountability and their relationship with local authorities. In addition, it
reports and discusses the information necessary for accessing and monitoring the
performance of local authorities and the importance of such information for disclosure

as perceived by the broad group of stakeholders.

Chapter Eight: Results and discussion: experts’ agreement on the disclosure of

performance information and finalisation of disclosure index

This chapter reports the results obtained from the Delphi exercise — an opinion-seeking
exercise that involves an expert panel. Specifically it reports and discusses the
agreement/consensus of the experts on the information necessary for monitoring and
assessing the performance of local authorities and the importance of information for
disclosure. The finalisation of the disclosure index that was used in the content analysis
of annual reports is based on the experts’ agreement and the determination of quality

criteria and is presented in this chapter.

Chapter Nine: Results and discussion: extent and quality of performance reporting

and the discharge of accountability through annual reporting

By applying the disclosure index, the scores for extent and quality of annual reports of

local authorities are determined. This chapter reports and discusses the results obtained
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from the scoring of the annual reports of local authorities. It concludes with a discussion
of the discharge of accountability by MLAs through performance reporting by
examining whether the informational and disclosure expectations of the stakeholders are

being met.
Chapter Ten: Summary, recommendations and conclusion

A summary of the thesis, recommendations for performance reporting by Malaysian
local authorities and future research, and the overall conclusion of the research are

provided in this chapter.

1.8 PUBLICATIONS

To date, two papers have been accepted for publication:

o Stakeholders’ perceptions on the accountability of Malaysian local authorities,
Advances in Public Interest Accounting Review, (2010, forthcoming).
e Performance reporting by Malaysian local authorities: identifying stakeholder needs,

Financial, Accountability and Management, (2010, forthcoming).

The first paper addresses the understanding of stakeholders of Malaysian local
authorities of the concept of accountability and their relationship with local authorities.
The second paper identifies the perceptions of stakeholders of the information that they
expect to enable them to assess and monitor the performance of local authorities, and on
the importance of such items for disclosure in annual reports of local authorities. Further
papers that report on the findings of the research and the expectation gap are being

developed.
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CHAPTER TWO
BACKGROUND TO MALAYSIAN LOCAL AUTHORITIES

2.1 INTRODUCTION

The aim of this chapter is to provide background information on Malaysia in general
and on Malaysian local authorities in particular. This chapter highlights the structure of
the authorities and their relationship with the federal and state governments and
discusses the functions and sources of finance of local authorities. The background
information provided in this chapter is important for understanding the setting of the
research. Following this introductory section, this chapter consists of four other sections
— Section 2.2: Brief background to Malaysia and the Malaysian system of government;
Section 2.3: The structure of Malaysian local authorities; Section 2.4: The relationship
between the local authorities and the state and federal governments; and Section 2.5:
Function and finance — which describes the functions and sources of finance of the local
authorities. This chapter concludes with a summary in Section 2.6. Figure 2.1 shows the

position of this chapter in relation to the thesis.
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2.2 BRIEF BACKGROUND TO MALAYSIA AND THE MALAYSIAN SYSTEM
OF GOVERNMENT

Malaysia is a federation of thirteen states and three federal territories. It is a
constitutional monarchy, which upholds the principles of parliamentary democracy. The
population of 26.9 million comprises three major ethnic groups — Malay, Chinese and
Indian (Samaratunge et al., 2008). It is a former British colony and inherited an
administration system heavily influenced by the British colonial model. The parliament,
which is modelled after the British Westminster system, consists of the King (Yang Di
Pertuan Agung), the Lower House (Dewan Rakyat) of elected representatives and the
Upper House (Dewan Negara) of appointed senators. The King has a five-year term and
is appointed by the Conference of Rulers (Sultans) from the rulers of nine states.> The
King has discretionary powers over matters of religion and the Malay culture and
tradition. The federal government consists of legislative, judicial and executive
authorities with the King as the constitutional monarch (Onn, 1986; Milne, 1967). As
stipulated in the Federal Constitution, the executive power is vested in the hands of the
King but is exercisable by a cabinet of ministers led by the prime minister. The cabinet
members are appointed by the King (based on the suggestion of the prime minister) to
advise him in the exercise of his function. The prime minister, appointed by the King, is
the leader of the party that has a majority in the Lower House. The cabinet is
collectively responsible to Parliament. The structure of the federal government is

summarised in Figure 2.2.

The federal government administration process is through the ministries; each ministry
is responsible for one or more departments, statutory bodies and public corporations.
The departments were set up to implement policies and carry out the activities of the
respective ministries. Statutory bodies are organisations which have autonomy in
management and financial matters, and are established through an Act of Parliament
(Othman, 2001). These bodies are considered government organisations and not limited
companies as they are not bound to the Companies Act 1965. Other federal government
administrative entities are public corporations, which include government-owned and

government-controlled companies and are governed by the Companies Act 1965.

Four other states do not have rulers but governors, appointed every four years by the King.
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Figure 2.2: The Structure of the Federal Government
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At the state level, each state has “unicameral legislature” (UNESCAP, 2002, p.4) - the
state legislature assembly, with the state ruler or governor (in the states where there is
no hereditary ruler) as the supreme head (EIU, 2006). The members of the state
assembly are elected representatives (elected at least every five years). The federal
cabinet equivalent of each state government is called the State Executive Committee
(EXCO) which is chaired by the chief minister. At the state level, the government
administrative entities consist of local authorities (city, municipal and district councils),
departments, statutory bodies and public corporations. The structure of the state

governments is shown in Figure 2.3.
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Figure 2.3: The Structure of the State Governments
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In terms of legislative power between the federal and state governments, the Ninth
Schedule of the Federal Constitution specifies the constitutional division of legislative

power between the two levels of government. The division is shown in Table 2.1.

Table 2.1: The Division of Power/Responsibilities between the Federal and State
Governments

Federal Responsibilities State Responsibilities Shared Responsibilities
External affairs Muslim religious law Social welfare
Defence and security Land ownership and use Public health
Trade, commerce and industry Agriculture and forestry Town and country planning
Shipping, communication and State works and water supply, Drainage and irrigation
transport when not federalised Rehabilitation of mining land
Water supply, rivers and canals Loans for state development and soil erosion
Finance and taxation and public debt National parks and wildlife
Education and health Malay reservation and custom
Labour and social security Local authorities®
Public works and utilitics
Local Authorities of Federal
Territories

Adapted from Phang (2008, p.2)

The term “local government’ is used in the Federal Constitution. In fact, the terms ‘local
government’ and “local authority’ are often used interchangcably in Malaysia (Othman, 2001).
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As Table 2.1 indicates, the constitution stipulates that all local authorities (except
authorities of the federal territories) fall under the exclusive jurisdiction of their
respective state governments. The local authorities located within the federal territories
directly fall under the jurisdiction of the federal government (Federal Constitution, item
4 in list 11 of the Ninth Schedule)’. The following sub-section provides a detailed

discussion of the local authorities.

2.3 THE STRUCTURE OF MALAYSIAN LOCAL AUTHORITIES

Local authorities are semi-autonomous entities within the state framework. As stipulated
in the Federal Constitution, local authorities have limited jurisdiction, that is, they can
only perform functions specified in the statutes and within their jurisdiction. The wider
legislative powers remain with the state government. In other words, the respective state
government has the power to control the authorities and to ensure their proper
functioning. Local authorities are the dominant state government administrative entity in
local areas. The Town and Country Planning Act. 1976 (Section 5) stipulates that a local

authority approves and controls all planning and development applications in its area.

The early forms of local authorities tended to be modelled on British institutions as a
result of Malaysia having been colonised by Britain for nearly two centuries (Norris,
1980). However, over time local authorities in Malaysia have evolved into “a system
having its own identity, characteristics and laws that reflect the socioeconomic and

political environment of the country” (UNESCAP, 2002, p.8).

Both during British rule and after independence in 1957, an election system was
implemented at the local level. Local residents elected their mayor/president and council
members. However, in 1965 elections of local authorities were halted due to internal
administrative and political problems such as an unequal ethnic balance in urban areas
(Singaravelloo et al., 2006) and the violent confrontation of Indonesia against the newly
formed Malaysian federation in 1964 (UNESCAP, 2002). Elected and autonomous local
government was replaced by a “bureaucratic dominant type of local government”
(Cheema and Hussein, 1978, p.580), from 1965 on. Since then, Malaysia has adopted a

nominative representation system at its local level, where the ruling party holds power

The local authorities of the [Federal Territories are beyond the scope of the current research.
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in the locality in that the state government appoints the mayor/president and all other

council members.

By the early seventies, there were a large number of local authorities (374 in Peninsular
Malaysia) which were relatively small, non-autonomous and not practical (UNESCAP,
2002). This led to restructuring and reforming of the local administrative system as well
as the adoption of the Local Government Act 1976 (widely known in Malaysia as Act
171). As stipulated in the act, local authorities were consolidated into three main
categories according to the size of their population and annual revenue: city
councils/halls, municipal councils and district councils. To be categorised as a city
council or hall, the population should be more than 500,000 and the annual revenue
should be more than 100 million Malaysian Ringgits (MYR). As a municipal council,
the population should be more than 150,000 and the annual revenue more than MYR 20
million. For district councils, the population should be fewer than 150,000 and the
annual revenue fewer than MYR 20 million. As a whole (Peninsular and East Malaysia),
there are 146 local authorities made up of twelve city councils/halls, thirty-seven
municipal councils and ninety-seven district councils (as at October 2008). Of 146 local
authorities, ninety-eight are located in Peninsular Malaysia comprising eight city
councils/city halls, thirty-three municipal councils and fifty-seven district councils®

(Ministry of Housing and Local Government, www.kpkt.gov.my, accessed on 9 October

2008). The organisational structure of local authorities is depicted in Figure 2.4.

6 : . e .. -
The scope of the current research is the city councils/city halls and municipal councils in

Peninsular Malaysia and this is justified in Chapter Six.
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Figure 2.4: Organisational Structure of Local Authorities
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As shown in Figure 2.4, local authorities are under the responsibility of the State
Committee for Local Government (a committee under the State Executive Committee).
Each local authority (city hall/council; municipality or district council) (as specified in
Act 171) consists of a president (or a mayor for city halls), and between eight and
twenty-four other councillors who are appointed by the respective state government for
a three-year term, with the option of reappointment (Phang, 2008)’. This panel of
councillors is equivalent to a board of directors in an organisation (Coombs & Tayib,
2000). The majority of the councillors should be persons residing in the local authority
area and must have wide experience in local government affairs or have achieved high
standing within a particular profession or the commercial sector to make them, in the
view of the state authority, capable of representing the interests of the local community
(Section 10 of Act 171). This gives flexibility in appointing councillors for the ranks of

government officials, politicians, professionals and business persons or any other groups

For the three local authorities located within the three federal territories, their mayors/presidents

and other council members are appointed by the minister of tederal territory with the consent of the prime
minister.
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in the community (Cheema & Hussein, 1978). This provision also ensures that the
representatives are chosen from local residents who understand the specific needs of the
local community. However, in most cases councillors are politicians from the ruling
party (Phang, 2008).

The main responsibility of the council members is to decide broad policies related to the
local authority and to oversee their implementation. Each council is supported by a
system of committees established to help the local authority in management and
decision-making. Predominant power lies with the mayor/president. In the case of a
conflict between councillors and the mayor/president, the matter is referred to the chief
minister of the state government (Cheema & Hussein, 1978). The day-to-day
administration of a local authority is in the hands of the executive, made up of the
mayor/president and the heads of departments. Supporting personnel of each department
carry out daily operations for local authorities. The mayor/president chairs both the

council and the executive.

The following section details the relationship between local authorities and both the

state and federal governments.

2.4 THE RELATIONSHIP BETWEEN LOCAL AUTHORITIES, THE STATE
GOVERNMENT AND THE FEDERAL GOVERNMENT

The Federal Constitution stipulates that local authorities be subject to the jurisdiction of
the state governments, which hold wide administrative and financial controls over local
authorities. As Figure 2.5 shows, the state government has control over local authorities

through the State Committee for Local Government.
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Figure 2.5: The Relationship between Local Authorities and the Federal and State
Governments
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Source: Cheema and Hussein, 1978, p.584; Othman. 2001, p.175.

The powers of the state governments include the power to approve local authorities’
budgets, the power to approve the appointment and dismissal of mayors/presidents,
councillors and other staff, the power to withhold confirmation of by-laws and the
power to withhold the imposition of rates by local authorities (Cheema & Hussein,
1978). Any directions issued by the state governments also bind local authorities and the
authorities are required to furnish the state governments with all information related to
their properties and activities (Faruqi, 2001). Figure 2.5 also shows the relationship

between local authorities and the federal government.

The federal government deals with local authorities primarily through the Ministry of
Housing and Local Government. The ministry provides advice to the local authorities in
matters especially related to legal and major policy issues (Article SA, the Federal
Constitution). The ministry has a direct relationship with the state government (in
particular the State Committee for Local Government), through the National Council for

Local Government, chaired by the deputy prime minister, to monitor the affairs of local
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authorities. The Federal Constitution (Article 95A) provides for the National Council for
Local Government to act as a forum for federal, state and local authorities to co-ordinate

policies and laws relating to local level administration.

The power of the federal government, through the national council, is restricted to
ensuring uniformity of legislation and policy, giving advice and technical assistance and
providing a mechanism for co-ordination (Cheema & Hussein, 1978). In this regard, the
National Council for Local Government has an authority only for approved policy in
terms of administrative control. In addition, the federal government transfer of local
authority grants is also made through the state government through this relationship.
Beyond the relationship, direct interference by the federal government in the financial
affairs of local authorities is impossible (Faruqi, 2001). The following section provides a

discussion about the function and sources of finance of local authorities.

2.5 FUNCTION AND FINANCE

The functioning of a local authority is based on the principle of ultra-vires, in that it can
only undertake an activity and perform its function within specific acts and bylaws.
According to Abdullah (2006), there are two key roles of local authorities that impact on
the lives of the local community. The first relates to the provision of basic services and
the second relates to regulation of the use of land and business activity within the
locality. The roles or functions of local authorities are specified in Act 171, which
provides local authorities with a comprehensive set of functions and responsibilities. In
order to help the authorities to perform their functions under the act, two other laws are
also applied — the Town and Country Planning Act 1976 and the Street, Drainage and
Building Act 1974. The functions cover the environment, public interests and
development. These include both mandatory functions (such as waste collection,
provision of street lighting and conduct of activities in relation to public health) and
discretionary functions (such as the provision of amenities, maintenance of recreational
parks and undertaking of commercial activities) (UNESCAP, 2002). Nowadays,
although major services such as town planning, street lighting, and maintenance of local
roads still remain with local authorities, the provision of some services has shifted to
other agencies of the state and federal governments (for example, management of rivers

and water supplies) and to private companies (for example, solid waste and disposal and
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sewerage services) (Singaravelloo et al., 2006). The contracting out of services to
private companies is one of the NPM initiatives towards achieving greater efficiency in
service delivery, whereby the companies are accountable for quality services. Within the
contracting out arrangement, local authorities still retain responsibility for monitoring
the delivery of the services according to public criteria (Greene, 2002). Given the wide
scope of function and responsibility, the source of income or finance of local authorities
has become increasingly important, as it determines the efficiency and effectiveness of

local authorities™ operations.

Sources of income or finance of local authorities include assessment taxes or rates,
licences and permits, rentals, grants from the state and federal governments, car parking
charges, planning fees, fines and interest and loans (Ministry of Housing and Local

Government, www.kpkt.gov.my, accessed on 9 Oct. 2008). Assessment taxes or rates

are rates on property in a particular locality, which includes residential and industrial
properties. The taxes are collected directly from the property owners on the basis of an
annual assessment of the improved value® of the holding (Section 130, Act 171). These
taxes are the main source of income for local authorities. In the year 2003, assessment
tax made up more than 60 percent of total revenue for almost all local authorities
(Singaravelloo & Subramaniam 2006) especially for city and municipal councils.
Singaravelloo and Subramaniam (2006) state that city and municipal councils have a
higher percentage of assessment taxes and smaller percentage of grants than district
councils as they have more taxable property holdings including residential houses,
commercial and industrial buildings which allow these councils to earn more revenue
from the assessment taxes source. District councils are more dependent on government
grants. Licence fees are to be paid by applicants applying for licences to carry out
trading activities within the authorities’ jurisdiction. Rentals are imposed upon users for
renting local authorities’ properties. Charges are received from consumers for services
provided such as fees for burial facilities and charges for refuse collection. Fines and
compounds are imposed for offences such as littering and illegal parking. In terms of
financial support, ideally (as determined by Act 171) local authorities should be
financially autonomous, but due to financial deficiency, they also receive grants from

the state government and federal governments (received through the state government).

§ Improved value is defined by Act 171 as “the price that an owner willing and not obliged, to sell

might reasonably expect to obtain from a willing purchaser with whom he has been bargaining for the sale
and purchase of the holding™. The Act allows for the option of rental or market value as a basis for rate
assessment.
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This averaged less than 10 percent of total revenue in the year 2000 (Setapa & Yee,
2003). Another source of finance is loans from the state or federal governments (through
the Federal Treasury) and financial institutions which are subject to approval by the

state government.

In summary, four sources of income or finance support the operations of local
authorities — (1) assessment taxes which are to be paid to local authorities by owners of
properties situated in a particular locality; (2) the income (in terms of charges) received
by the authorities which is based on services provided; (3) the financial assistance in
terms of grants received from the governments to fulfil their obligatory duties such as
launching grants for local authorities’ restructuring projects, development grants for
implementing socioeconomic projects especially towards upgrading services provided
and road maintenance and drainage grants; and (4) loans from governments and
financial institutions, which are based on a contractual agreement. The accountability
relationship between local authorities and the providers of finance for the authorities is

discussed in Chapter Four.

2.6 CHAPTER SUMMARY

This chapter is important for understanding the background of the research and the
context of Malaysian local authorities. The chapter describes the structure of the
authorities, their relationship with both the state and federal governments; and their
function and sources of finance. This background is relevant for understanding the
accountability of the authorities. The relationship between local authorities and both
governments and providers of their finance determines the nature of accountability that
exists between them. As Haque (1997, p.3) states, “the modes of accountability of local
institutions [also] depend on their organizational nature, structure and composition.”
The theoretical framework of accountability and accountability of Malaysian local
authorities is discussed in Chapter Four. The framework is used to underpin the current
research's empirical investigations. The next chapter describes the research methodology
or perspective employed by the current research in undertaking the empirical

investigations.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 INTRODUCTION

This chapter describes the perspective within which the current research is based -
middle-range thinking (MRT). This perspective views the world from the middle
dimension which acknowledges that reality exists in actuality but only ‘skeletal’
generalisations about reality are possible. Within this perspective, phenomena can only
be explained by “skeletal’ or partial/incomplete theories and empirical details are needed
to complete the theories. Specifically, Section 3.2 provides a discussion on MRT, with a
particular focus on theory position, methodology position and change position. The
application of MRT in the current research is discussed in Section 3.3 with an
illustration or flow chart that shows the research process. This chapter concludes with a
chapter summary in Section 3.4. Figure 3.1 shows the links between this chapter and the

thesis as a whole.
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Figure 3.1: Thesis Structure: the Position
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3.2 THE RESEARCH PERSPECTIVE - MIDDLE-RANGE THINKING (MRT)

The current research adopts the middle-range thinking (MRT) perspective to research; a
philosophical perspective of knowledge as envisioned by Laughlin (1987, 1995a) in
understanding the technical and social value of accounting. Specifically, in the context
of the current research, the social value is considered through engagement with
stakeholders of Malaysian local authorities to gain an understanding of their perceptions
of and expectations on the accountability of local authorities. Further, the technical
value is considered when the current practices of performance reporting within the
annual reports are analysed. Since there are opportunities for researchers to view the
world from the middle ground (Hooks, Davey & Coy, 2002), this perspective is an
alternative research dimension. [t has been introduced to both preserve the strengths and
avoid the weaknesses of the positive and interpretive perspectives (Laughlin, 1995a,
1995b), which fall along the objective-subjective array (continuum) of research

perspective.

The positive perspective is the traditional perspective of the objective continuum.
Within this perspective, the fundamental nature of the phenomena being investigated
(ontology) is considered as “realist” ontology (Guba, 1990, p.19); that is, the existence
of the social world or reality is already “out there™ in the world (Cohen, Manion &
Morrison, 2000, p.6; Guba 1990; p.20). It is objective and singular and exists
independently of the researcher (Creswell, 1994, Morgan & Smircich, 1980). Therefore,
in deriving the knowledge (epistemologically), the researcher is regarded as independent
to that research (Creswell. 1994). According to Bisman (2002), as a positive perspective
is a highly objectivist view of a single reality, the reality can only be described by
measurable practices; the phenomena can be accurately described in terms of theories
and generalisations can be made. Methodologically, the positive perspective is
commonly aligned with scientific investigation in that it involves quantitative methods
of data collection and analysis (Cohen et al., 2000; MacKenzie & Knipe, 2006). Pre-
stated questions or hypotheses are empirically tested under controlled conditions (Guba,
1990). Reality is discovered by searches for causal explanations and fundamental laws,
hypotheses are tested and the findings can be generalised (Amaratunga, Baldry, Sarshar
& Newton, 2002).

While the positive perspective and its scientific method have been proven to be

successful, especially in the field of natural science, in the social sciences, the paradigm
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is often criticised. Generally, the belief that human behaviour is explained by general
laws has not been accepted (Cohen et al., 2000). The assumption is that phenomena is
‘controllable’ and can be accurately described in terms of theories and generalised.
However, when it comes to human actions and interactions, the positive perspective is
not concerned with people’s thoughts, feelings and behaviour. Human behaviour is
regarded as “passive, essentially determined and controlled” (Cohen et al., 2000, p.19).
In a social science context, people’s feelings, opinions and behaviour cannot be ignored
but the positive perspective suggests that human behaviour can be rationalised by
scientific explanation. Social scientists believe that positivists fail to give answers about
important areas of life (Habermas, 1972). This is a significant weakness of the positive

perspective which makes it inappropriate for studying many aspects of the social world.

As a part of the subjective continuum, interpretive perspective views reality as “a
projection of individual imagination” (Morgan & Smircich, 1980, p.493) or “the product
of individual consciousness” (Cohen et al., 2000, p.5). Therefore, the interpretive
perspective involves subjectivity (Guba & Lincoln, 1988). Interpretivists are interested
in explaining the social order and seek to understand the subjective experience of
individuals (Belkaoui, 1994). Within the epistemological assumption, the interpretivist
assumes that there is an interaction between the researcher and what they are
researching, and emphasises the importance of understanding the processes of the
interaction (Creswell, 1994; Morgan & Smircich, 1980), because knowledge is seen as
individual, subjective and unique (Burrell & Morgan, 1979). Therefore, the task of the
researcher goes beyond measurement to develop an understanding of phenomena.
Methodologically, research within this perspective should be approached from the
naturalistic and subjective standpoints, in order to give an account of actual or real
circumstances. In general, the interpretive perspective does not begin with theory but
rather theory is inductively developed (Creswell, 2003). Researchers mainly rely on
qualitative methods which are usually unstructured and context specific, and which
provide narrative and interpretational description of phenomena (Holmes, Hodgson &
Nevell, 1991; Wiersma, 1995). However, in order to support or expand the qualitative
data and deepen the description, quantitative aspects may also be taken into account
(Cohen et al., 2000; MacKenzie & Knipe, 2006). Thus, a mixed method approach is
used, which provides quantitative information to enrich the qualitative findings. This
could overcome the limitations of the positivist paradigm in providing a better

understanding of actions and events.
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Nevertheless, the interpretive perspective also has its limitations. While generalisations
are often considered important in order to shape or improve practice and policy (as in
the positive perspective), the interpretive perspective is criticised for its incapacity to
make such generalisations (Bisman, 2002). In addition, the interpretive perspective is
criticised for neglecting the power of external-structural forces to shape behaviour and
events and for putting artificial boundaries around subjects’ behaviour (Cohen. et al.,
2000).

In summary, both positive and interpretive perspectives each have their strengths and
weaknesses and neither perspective actually prescribes nor prohibits the use of either
methodological approach (quantitative or qualitative). However, a philosophical
research perspective which involves a combined methodological approach may provide
a richer understanding than one restricted by a particular methodology. According to
Bisman (2002),

Such an approach [a combined methodological approach] would need to
recognize the validity of both quantitative and qualitative methodologies, retain
scientific rigour, and acknowledge the value of richness and context, as well as
the importance of generalizability....the approach would also need to include
methods reflecting these alternative views and capture "empirical’ data however
defined. (p.8)

Arguably, MRT can provide these features. MRT uses a middle-range combination of

0

theory’, methodology'® and change'' characteristics in positioning itself (Laughlin

1995a, 2004, 2007).

In relation to theory, MRT recognises that prior generalisations are possible but can only
be ‘skeletal’ theories. Skeletal theories are those that enlighten some prior broad
understanding of social phenomena to be investigated (Chua & Witcher, 2005) and are

partial and incomplete theories (Laughlin 2004). They cannot stand on their own, but

“Theory involves deciding on a view about (i) the naturc of the world and (ii) what constitutes

knowledge and how it relates to the current focus of investigation — referred to as ontology and
egistemology respectively in Burrell and Morgan (1979): (Laughlin, 1995a, p.66).
: “Methodology involves taking a position on an amalgam of the nature and role of the observer
in the discovery process — Burrell and Morgan’s human nature assumption; and the level of theoretical
formality in defining the nature of the discovery methods — Burrell and Morgan’s methodology™
?Laughlin, 1995a, p.66).

: “Change involves taking a position on whether the investigation is intentionally geared to
achieve change in the phenomena being investigated — Burrell and Morgan’s society assumption™
(Laughlin, 1995a, p.66).
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empirical details are needed to complete the theories to make them meaningful
(Laughlin, 1995a). In addition, according to Laughlin (2007), the skeletal theories are
used to “guide and provide a conceptual language for analysing empirical situations”
(p-275) suggesting that the empirical detail is as important as the skeletal theory.
Laughlin (2004) holds the view that any empirical phenomena can only be explained by
skeletal theories, in that there are structures that underlie social situations and
behaviours, but they can be defined neither in generalisable patterns nor totally
randomly. This suggests that the MRT perspective contradicts the objectivists’ view
which assumes prior theory is complete and relies on a prior definable theory in the
discovery of knowledge and that empirical detail is just data for testing the theory, either
verifying or falsifying it (Laughlin, 2004, 2007). Further, MRT’s position in relation to
theory contrasts the subjectivists’ view in which understanding is context-specific and
may require no prior theory as each investigated situation is viewed as “unique” and

“separate” (Laughlin, 2007, p.275).

In terms of methodology, MRT preserves subjectivity but sets some limits on how
subjectivity can be operationalised in that it does not totally depend on the observer’s
judgment and experiences (Laughlin, 2004). The discovery process is flexible and
diverse; the nature of methods is definable but is subject to refinement (Laughlin,
1995a, 1995b, 2004). Laughlin (2007) states that methodologically, subjectivity and
structured formality are accepted in MRT, in that the role of researcher subjectivity is

structured and both qualitative and quantitative methods can be employed.

Central to MRT is its “change position” which is the “level of emphasis given to the
critique of the status quo and need for change” (Laughlin 1995b, p.296; Laughlin,
2004). MRT maintains a middle position which allows the possibility of the status quo
continuing but considers change possibilities — the possibility to bring about change to
the status quo of phenomena. The status quo can be challenged in a constructive way,
but change to the status quo is not necessarily required in all situations nor is it an
expected outcome (Broadbent & Laughlin, 1997; Laughlin, 1995a, 1995b, 2004). As
Laughlin (2004) states:

The argument for a ‘middle position’ is that there needs to be mechanisms to
Jjudge when change should be pursued...the ability to judge whether the resulting
understanding should lead to change or not and how to make this decision is key

to middle range thinking. (p.269)
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In contrast, the positive and interpretive perspectives take a low change position which
rules out change considerations (Laughlin, 2007). The low change position is
represented in the positive perspective by subjectivity avoidance as change is prescribed
as subjective. In the interpretive perspective, the low change position is taken because
the diverse subjective views make a judgment to change impossible (Laughlin 2004).
Laughlin (2004, 2007) emphasises that MRT is not a compromise between the positive
and interpretive perspectives nor is it a simplistic assumption of a middle point between
the two perspectives, but rather a distinct position in its own, “a genuine third way” of
research (Laughlin, 2004, p.270). No specific research approach “has total privilege to
claim some ‘absolute’ status — all will only ever provide partial insights into the world”
(Laughlin, 2007, p.270). The researcher argues that the main issue for researchers is to
have clarity about the research approach used and understand its strengths and

weaknesses.

The application of the MRT perspective in the current research is discussed in the

following section.

3.3 THE APPLICATION OF MRT IN THE RESEARCH

Within the ontological view of MRT, this research acknowledges that reality exists in
actuality but only skeletal generalisations about reality are possible. In this regard, this
research maintains that the development of analyses in social settings will always
require skeletal theory to be located in an empirical and contextual investigation, in that
the theory is complemented by empirical detail. Within the MRT epistemological view,
this research examines the phenomena (for example, performance reporting and
accountability of Malaysian local authorities) through the eyes of participants rather
than completely through those of the researcher. This recognises a subjective
interpretation of reality, in that reality can also be understood through human

experience.
This research seeks to be descriptive, critical and normative in nature as suggested by

Cooper and Sherer (1984). Incorporation of these three aspects provides a broad

framework for analysing annual reports and understanding the phenomena. In this
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regard, MRT is believed to be appropriate for this research. As emphasised by Laughlin
(19954, p.80), in MRT “[the data should be] heavily descriptive but also analytical”.

The descriptive element of the research involves determining and reporting on the extent
of differences and similarities in stakeholders’ informational expectations, the
accountability perceptions and characteristics of key stakeholder groups, as well as the
extent and quality of performance information disclosure. Critical, as well as analytical
elements, involve analysing and reporting informational expectations of stakeholders
within the context of accountability. The normative element is reflected in the
recommendations for annual reporting including performance reporting as indicated by
stakeholders. An MRT perspective provides for these three aspects in the research
because it allows flexibility and diversity in the research process, encouraging both the
employment of quantitative and qualitative methods to data collection and analysis.
Importantly, both methods are incorporated in the research process because of their
relevance to the purpose and objectives of the research. The recommendations made for
annual reporting, including performance reporting as expected by stakeholders, may
provide the impetus for change especially if current practice is found to be inadequate.
Therefore, MRT, which has some emphasis on the need for change of the status quo, is
seen as consistent with the purpose of this current research and thus appropriate as a

methodology.

The application of MRT in this research is shown in Figure 3