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ABSTRACT




Introducing an Accrual-based Accounting
System for the Metropolitan City of Seoul

Project Number SDI 2004-R-29
Research Staff Myungsoon Hur (in Charge)
Young-Gon Ham

The purpose of this study is to provide strategies to implement
an accrual-based accounting system for the Seoul Metropolitan City
Government(SMCG). In this study, pilot projects undertaken in the
reform process are reviewed and the barriers to smooth transition are
analyzed. In addition, the reconciliation approach is discussed because
Korean Local governments keep budget accounts on a cash basis.

As public sector has evolved towards a more business
management, developed countries around the world have introduced
reforms in their governmental accounting system. The central and local
governments in Korea have also undertaken accounting reform in
order to enhance financial efficiency, transparency, and accountability
since the late 1990s. The Ministry of General Government
Administration and Home Affairs in Korea plans to fully implement a
new accounting system as of 2006, and it is likely to become
mandatory in the following year.

There are some barriers the SMCG faces when fully
implementing accrual accounting. Following several years of piloting,
the central government attempted a gradual implementation approach.
The transition to accrual accounting is a major project for most local
governments in Korea and therefore, it requires careful planning and
management. However, the central government does not provide clear
directions with respect to changes in budgeting and changes in the
range of information system. Furthermore, lack of clear guidelines and
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restrains on the existing capability of government bodies in terms of
skilled staff could be problematic.

For the successful transition to accrual accounting, the central
government should provide a step-by-step implementation plan with
respect to such projects as Digital Budget and Accounting System and
BPR/ISP. In addition, the government needs to amend legal basis of
financial management since Korea is the country with stringent and
detailed provisions for government budget and financial management.
Also needed is to develop a strategy to train existing staff and to
recruit expertise in governmental accounting.

The SMCG needs to develop an implementation plan for the
successful adoption of accrual accounting. The implementation team
and steering committee should be established to oversee the
implementation process. The implementation plan would include the
timetable and preliminary tasks that the SMCG should follow. Also
considered are the identification and valuation of assets and liabilities,
education and training for upgrading skills, and communication
activities.
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