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[Abstract]

[Abstract]

Analysing the Realities of Trial Project and Seeking the
Accounting Model for Korean Local Government in Moving to
Accrual & Double-Entry Basis

The local governments in Korea have adopted a modified cash
basis accounting. However the budget and accounting system
based on a cash basis generally demonstrate some problems due
to its inherent limits. Therefore the Korean government has
been preparing the transition to an accrual basis since the late
1990s in order to solve such problems. Currently, the local
government 1s operating a trial project to target organizations to
introduce the accrual principle to the local accounting system.

Considering  this  changing  environment  surrounding  the
governmental accounting, this study focuses on the
establishment of an  accounting model and  institutional
foundation for the transition to the accrual and double-entry
principle. In fact, the Korean government is not equipped with a
comprehensive implementation plan for the introduction of the
new accounting system. The Korean government needs to design
the basic framework for an accounting model that is applicable
to the local government along with a clear transition path to go

from cash basis to accrual basis of accounting, shortly.
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This study covers the general contents of the accrual and
double-entry accounting system of both the local and the central
government, focusing on the subjects related to the accounting
model and requisites for a successful transition to accrual basis
in the local government. In the process, the study critically
reviews the reality and the problems of the trial project
operation. ‘Then, based on the analytical results from the
experimental tests of two target organizations (Bucheon City,
Gang—nam District), some alternatives for the formation of an
accounting model and the implementation of the new system are

pursued in practical ways.

This study makes the following policy suggestions:

(1) The basic framework for the formation of a governmental
accounting model needs to be designed, based on the
factors such as relation of Dbudget and accounting,
characteristics of financial statements, nature and system
of accounting standard and so forth.

(2) A comprehensive implementation plan should be
established for the successful transition to the new system.
The followings were reviewed: (O transitional path (speed
and style of transition to accrual accounting), @ task force
(organization and manpower), @ project management, @

use of legislation, ® training of target groups and



[Abstract]

personnel related to the introduction of the accrual basis
accounting.
(3) The introduction of a new accrual basis accounting system

and double-entry bookkeeping should take place gradually

to minimize the risk and trial and error.
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