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Literature Review

Performance reporting or performance information is being very much concemed in the public
sector organisation. The implementation of performance measurement is one of the efforts done
by the public sector under the new public management. Performance measurement is actually a
tool in guiding an organisation to achieve its aims and goals. Many studies have discussed the
usefulness of performance measurement implemented by the public organisations. For examples
Brignall (1993) and Parry et al. (1994) found that the performance measurement has been used
extensively in the public organisations.

Performance measurement is very much related with accountability. The notion of
accountability is viewed as being related to the requirement to be answerable for one's conduct
and responsibilities (Rutherford, 1983). Stewart (1984) suggests a ladder of accountability, which
consists of policy accountability, programme accountability, performance, process accountability,
and accountability for probity and legality.

Accountability has a major impact on public sectors. Over the past decade, concerns have
been raised about the accountability of public organisations, particularly on the adequacy of
current reporting. Accountability for the public sector is actually an outcome of the delegation of
government authority to the public rather than merely reporting of government's activities
publicly mentioned that accountability is an essential element. It is the duty of public officials to
report their actions to the citizens and the rights of the citizens and the rights of the citizens to take
actions against those officials, whose conduct is considered unsatisfactory by the citizens. The
performance measurement is very much influenced by financial reporting.

There is a huge body of literature on the performance reporting or performance information in
the public sector, which discusses on several main issues. The first issue is on the compliance.
According Chandler and Cook (1986) the reliability of external reported performance information
is an important issue to the publication of performance information. There should be more
guidance relating to performance information issued to the public.

The second issue discussed under the performance reporting is on the performance
information. Boyne and Law (1991) evaluate the information provided to the public in the annual
reports published by Welsh District Councils. They analysed annual reports from all 37 Welsh
Districts in each year from 1981/2 to 1988/9. However, they found that these annual reports are of
poor quality performance.

The other issue discussed in the literature is on the role of annual report in discharging
accountability to the users. Hyndman and Anderson (1998) discuss the importance of performance
information in the discharge of accountability by agencies through the medium of the annual
report. It presents a time-series empirical analysis of the performance information in four sets of
agency annual reports. This empirical study found that there was a significant proportion of
agencies reporting little or no information on efficiency and effectiveness and the various
component parts of performance (i.e. inputs, outputs and results).

Furthermore, Hyndman and Anderson (1995) discuss on the performance reporting and the
importance of performance information in the discharge of accountability by agencies through the
medium of the annual report. They examine the role of performance information in the discharge
of accountability by Agencies and discuss the contribution that performance reporting can make to
the achievement of some of the objectives of the Next Steps Initiatives. The study analysed the
annual reports from the first 57 Agencies which were published from the year 1992 to 1993. They
found that there was significant proportion of Agencies reporting little or no information on
efficiency and effectiveness and the various component parts of performance. However, they did
not attempt to judge the appropriateness of particular measures or whether targets set were
'reasonable'. Moreover, this study indicates that the Agencies' annual reports contain significantly
more performance information than annual reports from other not-for-profit organisations.

Steccolini (2004) studied on the actual role played by the local government annual report as a
means of discharging accountability to potential users (stakeholders). An empirical analysis was
conducted on a sample of Italian local governments in order to investigate the actual categories of
users of the annual report, the degree of users' interest in the annual report as perceived by
preparers, the actual use of 'term statements' or alternative means of communicating results to
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Results and Discussion

The fmancial reporting practices are analysed in Table 2. The finding reveals the financial
reporting practices in the annual report of Malaysian public universities are very poor and the
preparation of the annual report does not comply with the mandatory requirement as stated in the
Treasury Circular No. 15 1994. The performance of each items is discussed below.

Table 2: Performance Reporting Practices

Score •
Particulars tYES NO

Corporate Information
% % .,

Chairman and Deputy Chairman 100
Board of Directors 100
Investment Committee 13 87
Audit Committee 13 87
Senior Management Team 100
Company Secretary 100
Auditor 100
Registered Office 100
Organization Chart 75 25 ,

General Background •Parliament Act 38 62
Objective of Organization 63 37
Functions and mains activities 25 75

Chairman Statement
Overall comment on the programmes, activities and projects

100on the organization includes subsidiaries

Achievements on the programmes, activities and projects
100includes the financial positions

~

Events for the organization 100 ,;
Corporate strategic and future prospect 100
Growth and development 100 'i
Rewards to the staffs 100

Report on Government Assistance Received
Grant 13 87
Loan 100
Guarantee 100 •

Analysis on Financial Performance •Assets 25 75
Sources of Finance 38 62
Reserves 100
Long Term Liability (non current liability) 100
Sales / Income / Gross Profit 25 75
Net Profit / Net Loss 100
Investment 100
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Further research is therefore needed to assess the compliance of other agencies and public
organisations' annual report. The public needs to know whether I) the monitoring agency
(National Audit Department) plays an effective role in communicating this information to groups
such as public and politicians. 2) the public organisations use this type of document to engage in a
dialogue with the public. 3) politicians value this information as a method of monitoring
performance. Answers to these questions would provide comprehensive action taken by
universities in their duties to discharge the disclosure information in the annual report.
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