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Abstract

Amid growing pressures for efficient governance, performance budgeting (PB) emerges as a crucial
reform in developing regions, particularly Iraq, where traditional models have faltered. This study in-
vestigates the adoption of PB within Iraq's higher education sector, using a quantitative approach. Data
from 401 respondents were analyzed through Partial Least Squares Structural Equation Modeling (PLS-
SEM) to explore the influence of internal and external pressures and identify adoption barriers. Results
revealed that internal pressures significantly promote PB adoption, while external pressures underscore
the global trend towards accountable budgeting. However, persistent barriers, such as institutional re-
sistance and resource scarcity, impede effective adoption. These findings underline the necessity for
tailored approaches to PB in contexts like Iraq, offering insights for policymakers on overcoming these
challenges.
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Introduction

Recent research in developing nations has increasingly focused on enhancing
government accounting and budgeting systems, driven by strong commit-
ments from governments and support from international organizations like
the International Monetary Fund and the World Bank (Adhikari et al., 2013;
Allen, 2009). These efforts have led to significant reforms and restructuring
aimed at improving financial performance and management. Notably, in the
Arab region, the adoption of performance budgeting has emerged as a crucial
reform (Ji-yu, 2008; Ouda, 2013). This momentum for reform is propelled by
a growing demand for the efficient use of public funds and the realization of
policy objectives (Erkutlu et al., 2017; Niu et al., 2005).

Globally, Performance Budgeting (PB) has become a widely adopted
technique to enhance public sector performance management. By shifting the
focus from inputs to outcomes, PBB aims to provide stakeholders with clear
information about the objectives, operating costs, and results of public organ-
izations (Fitz Verploegh et al., 2022; Pollitt, 2018). In Iraq, traditional budg-
eting techniques are still prevalent (Al-Ameri et al., 2018). The country’s
budget structure has faced significant structural imbalances since the late
twentieth century, primarily due to large fluctuations in public revenues and
a sharp increase in operational expenses at the expense of investment expend-
itures (Al-Khawlani, 2019; Hamid, 2019; E. said Saleh et al., 2019). These
imbalances have persisted through two distinct periods: the first marked by
an economic embargo from 1990 to 2002, and the second characterized by
ongoing deficits and budgetary challenges from 2003 to the present (Chohan,
2022; Khairullah, 2023).
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Consequently, public budget reform has become a crucial aspect of
Irag's economic reform agenda (Al-Ghelaigah et al., 2014; IBRD, 2021). The
Iragi government has expressed a commitment to advancing these reforms,
with PBB proposed as an essential technique to advance the economy and
safeguard public funds (Al-Jubouri & Hussein, 2019; Al-Mahaini & Karim,
2007; MOP, 2018). To achieve this goal in Iraq, efforts were made to partially
adopt performance budgeting in only three ministries—Higher Education,
Health, and Planning—in the year 2020 (Abu Meisam, 2019; MOP, 2018).

In the context of Higher Education, it has been reported that perfor-
mance is one of the elements of the quality of Higher Education (Das &
Mukherjee, 2017), and it is expected that adopting PBB will improve this
quality. According to Pratolo et al. (2020), Higher Education has been af-
fected by different pressures which push to revisit their organisational struc-
tures and internal management approach to provide better quality education
because of the competition in labour and education markets to sustain their
positions within national and global market competition (Gulden et al., 2020;
Mwiya et al., 2019). Presently, the competitive advantage of an HEI, both
globally and nationally, is assessed based on its quality and is indicated by its
accreditation predicate given by the Accreditation Assessment Institution
(Chu & Westerheijden, 2018). To encourage HEI quality improvement, many
countries have issued regulations relating to new public management (NPM)
practices. One of its focuses is to encourage HEIs to apply good university
governance (GUG) practices, one of whose elements is Performance Budget-
ing (PB) (B. W. A. Jongbloed, 2011). Therefore, adopting new accounting

practices within the higher education sector is crucial not only for advancing
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national development but also for showcasing its relevance and potential im-
pact to a global audience, particularly in developing countries.

Supporting this initiative, recent Iragi studies have begun to evaluate
the benefits of PBB within governmental frameworks. Researchers such as
Almustawf (2022) and Muhammad et al., (2019) have highlighted PBB’s
potential to enhance planning and control over resources, demonstrating its
flexibility and focused execution. Khalil (2019) discusses the possibility of
developing program budgets and performance in government administrative
units, while Daeem & Khalif (2023) propose a model for transitioning to pro-
gram and performance budgeting at localized governmental units like Sumer
University. Additionally, Muteb et al. (2018) explore the application of pro-
gram and performance budgeting as tools for planning and control in govern-
ment units. Taking such an approach can help public organizations achieve
better performance (Crain & O’Roark, 2004; B. Jongbloed & Vossensteyn,
2001; Lorenz, 2012).

Despite these advances, the focus of empirical research in Irag on the
positive impacts of PBB, and the strong recommendation to support the gov-
ernment's decision to adopt it to improve financial management in Iraq, the
adoption never took place. According to (Jasim et al., 2024) this can be related
to the lack of research into the drivers and barriers to adopting PBB in Iraq
remains underexplored.

The Iragi's adoption failed to ride the wave of change in safety can be
related to mimicking the reform approaches of developed nations. According
to (Ehsein, 2014; Okoroafor, 2021; Surianti & Dalimunthe, 2015) developing

countries in such change consider the global converging pressures and ignore
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local diverging pressures that shape the development of performance budget-
ing. The consensus that has prevailed since the 1990s — that developing coun-
tries should mimic the reform approaches of developed nations has largely
proven unsuccessful (Doorgakunt et al., 2022; Surianti & Dalimunthe, 2015).
most studies on factors influencing PBB have been conducted in developed
countries, often post-adoption in developing nations such as Libya, Indonesia,
and Nigeria, the introduction of PBB has faced challenges due to both global
converging pressures and local diverging pressures that shape the develop-
ment.

Empirical evidence underscores the imperative of meticulous man-
agement of the change process to guarantee the efficacious adoption of novel
accounting practices. Consequently, public entities must proactively discern
and navigate both organizational and individual factors that impinge upon
such transformative changes (Z. Saleh et al., 2012). As Iraq differs from de-
veloped countries as well as other developing countries, adopting new man-
agement systems requires considering its specific context (Aletaiby, 2018;
Basheer et al., 2022; Rahi et al., 2024). Therefore, understanding and address-
ing the factors that may influence the successful adoption of PBB is particu-
larly crucial.

Developing these arguments, this study aims to fill this gap by exam-
ining the internal and external pressures and barriers impacting PB adoption
in Iraqi higher education, providing insights into both global influences and
localized challenges.

The results of the study extend the body of knowledge, primarily that

related to empirical studies of PBB issues in the HEI sector, particularly in
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the developing country context. Many PBB studies have indeed been con-
ducted. However, most were undertaken in developed country contexts, such
as the US (Lu et al., 2011); the UK (Noman, 2008); Australia and New Zea-
land (Marti, 2013); and Western European countries (Jones et al., 2013a;
Kuhlmann, 2010; Lorenz, 2012). In addition, previous studies have also
mostly focused on for-profit organizations (FPOs), rather than not-for-profit

organizations (NFPOs), such as HElIs.
Literature Review

Fiscal Evolution and the Drive for Performance Budgeting

The evolution of budgeting practices in Irag, from its inception in
1921 with influences from Ottoman and British financial systems to contem-
porary challenges, illustrates a complex fiscal environment shaped by histor-
ical reforms and persistent economic dependencies. Initially, the budget was
predominantly based on agriculture, customs, and taxes, with oil royalties
making a minor contribution until the 1930s when oil began significantly im-
pacting the economy (Chohan, 2016; Savage, 2013; Shoukry, 1990; Ba-
trancea et al., 2019, 2022). Over the years, Irag has undergone several critical
legislative changes to modernize its fiscal framework, including the General
Accounts Procedure Law of 1940, which aligned closely with British fiscal
and parliamentary systems, and the significant restructuring in 1985 that seg-
mented the budget into current, investment, and self-financed sectors
(Mohsin, 2017; Savage, 2013).
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Figure 1. Revenue Distribution in Iraq (1921-1923) (Data source: Burrows
& Cobbin, 2011)
Despite concerted efforts, Iraq's budgetary practices continue to face

inefficiencies and structural imbalances, exacerbated by prolonged conflicts,
economic sanctions, and a heavy reliance on oil revenues, which constitute
more than 87.14% of the national income. These challenges have been par-
ticularly acute since the 1990s, leading to persistent economic difficulties and
budget deficits (Al-Khawlani, 2019; Chohan, 2022; Hamid, 2019; Khairullah,
2023; E. said Saleh et al., 2019). The compounded impact of wars, economic
blockades, and internal corruption has further strained the system, hindering
effective policy adoption and development, particularly in sectors critical to
societal stability and growth like higher education (Alebadi & AlSaadi, 2021;
Alkhoja et al., 2016; Salih, 2024). Consequently, the traditional budgeting
system (TBS) has been blamed for many of Irag's economic issues, and it is
recognized as an unsuitable technique for budget preparation in Iraq, prompt-
ing calls for significant reforms in this area (Al Saedi, 2020; Mansour et al.,
2019; M. S. Muhammad, 1996).
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Figure 1. Revenue Distribution in Iraq (2013-2015) (Data source: PEFA,
2017)

In response, the Iragi government has expressed a commitment to re-
forming its financial management practices, with Performance Budgeting
(PB) at the forefront of this initiative. PB is seen as a potential catalyst for
enhancing transparency, accountability, and efficiency in resource allocation.
Recent studies have begun exploring the acceptance and benefits of PB within
the governmental frameworks, suggesting its utility for more strategic plan-
ning and resource control (Al-Jubouri & Hussein, 2019; Al-Mahaini & Ka-
rim, 2007; MOP, 2018; M. T. Muhammad et al., 2019). However, there re-
mains a significant gap in comprehensive, empirical research to assess the
capacity to effectively adopt such reforms (Al-Baghdadi, 1998; Khudhair &
Al-Zubaidi, 2024).

Methodology of the Ministry of Higher Education and Scientific Re-
search in Cost Allocation
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The Ministry of Higher Education and Scientific Research's cost allo-
cation methodology is predicated on a historical budgeting paradigm. This
conventional method employs empirical data from the preceding fiscal pe-
riod, as extracted from the accounting system to project forthcoming revenues
and expenditures. While this approach is grounded in actual fiscal perfor-
mance and accommodates modifications for inflation, growth, and strategic
imperatives, it is not without its constraints. The historical budgeting method
is inherently reactive, basing forecasts on antecedent assumptions and ne-
glecting prospective external variables and uncertainties that may impinge
upon fiscal planning (Mahaini & Salloum, 2007).

In the context of the Iragi Ministry of Higher Education and Scientific
Research, the historical budgeting approach is compounded by a paucity of
collaboration with the Budget Department, resulting in misaligned budget al-
locations that prioritize remuneration over scientific endeavours (Khaghaany,
2022). The budgeting process within universities is characterized by its incre-
mental nature and inflexibility, with a dearth of information dissemination
and departmental engagement (Mah’d, 2014). The higher education infra-
structure in Iraq grapples with challenges such as infrastructural inadequacies,
the quality of education, and a deficiency of qualified teaching personnel
(Mahmud, 2013). The significance of strategic planning in augmenting uni-
versity competitiveness is underscored, advocating for enhanced strategic
planning initiatives (Hussein, 2021). Moreover, the utility of electronic infor-
mation sharing in bolstering service provision and decision-making processes
is accentuated (Mohammed, 2015). A shift towards contractual budgeting is

advocated to ameliorate financial performance (Khaghaany, 2022).
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Initiating the budget prep-
aration process for the up-
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This step involves adjustments for

e tment ¢ Required adjust-
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_____ tions and financial ex-
penditure estimates for
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fiscal year

Limitations: This method is pre-
dominantly reactive, relies heav-
ily on historical data, and often
overlooks external uncertainties
and factors.

End of the
process

Figure 3. Flowchart of the Cost Allocation Methodology at the Ministry of
Higher Education (Source: Jasim et al. (2024))

Figure 3 delineated by the Ministry elucidates the steps for cost allo-
cation for the estimated fiscal year. It commences with the retrieval of the
antecedent year's financial data, followed by an assessment for requisite ad-
justments pertinent to inflation, growth, or strategic objectives. After adjust-

ments, the process culminates in the forecasting of revenue and expenditure
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for the forthcoming year, predicated on the adjusted or original data. The
flowchart elucidates the limitations of this methodology, highlighting its re-
active nature, reliance on historical data, and disregard for external uncertain-
ties such as market volatility, political instability, or environmental factors,
which could significantly influence the Ministry's fiscal performance and
budgeting (Dana et al., 2022; Salamzadeh et al., 2022; Jasim et al., 2024).

Performance budgeting in higher education: bridging strategic planning
and execution

The evolution of Performance Budgeting (PB) within higher educa-
tion has been marked by a gradual shift towards outcome-based approaches
to funding and resource allocation. This shift towards PB seeks to link the
financial resources provided to higher education institutions with measurable
performance goals and results, such as graduation rates, research output, and
employment rates of graduates. The intent behind PB is to incentivize insti-
tutions to improve their performance in areas aligned with state and national
educational priorities (Hagood, 2019; Shin et al., 2023; Ward & Ost, 2021).

In California, as in many parts of the world, performance-based fund-
ing has been explored to encourage higher education institutions to improve
outcomes. The concept operates on the principle that funding should be con-
tingent upon achieving certain educational benchmarks, reflecting an empha-
sis on accountability and efficiency in the use of public funds. The experience
of California suggests that while the state has experimented with various
forms of performance-based funding, it has yet to fully commit to linking
outcomes with funding in a way that could potentially transform higher edu-
cation (Murphy et al., 2014).
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Similarly, the Turkish higher education system has seen significant
reforms with the introduction of PB, which is rooted in the broader context of
New Public Management reforms. Performance Budgeting on Strategic Plan-
ning has been adopted to enhance the alignment of treasury grants with the
performance success levels of public institutions and universities. Despite
challenges and deficiencies, such as the novelty of PB systems and the need
for robust data collection mechanisms, Turkey has moved towards a strategic
and performance-oriented funding model (Altundemir & Goksu, 2017).

The role of strategic planning in Performance Budgeting is pivotal. A
strategic plan serves as a roadmap for an institution to define its mission, vi-
sion, goals, and performance indicators. Performance indicators, in turn, pro-
vide a quantifiable measure of an institution's progress towards achieving
these goals. In PB, these indicators are used to determine the allocation of
funds, thereby directly impacting an institution's financial health and opera-
tional focus. The emphasis is on rewarding institutions that demonstrate im-
provement and meet predefined performance metrics (Evelyn, 2019; Ojra et
al., 2021).

Performance Budgeting has been first adopted in countries like Aus-
tralia and New Zealand and has since become a global trend. The approach
has been to ensure that the allocation of public funds to higher education in-
stitutions is based on performance indicators, which often include but are not
limited to graduation rates, research outputs, and labor market outcomes (Ojra
et al., 2021; Shin et al., 2023).

In Turkish higher education, the strategic plans and performance in-
dicators are annually prepared by higher education institutions and are crucial
for treasury grant allocation. However, the transition to a fully adopted PB
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system in Turkey's higher education faces various challenges, including a per-
sistent reliance on traditional funding methods and a lack of infrastructure for
rigorous performance evaluation (Altundemir & Goksu, 2017).

In conclusion, performance budgeting in higher education is at vari-
ous stages of adoption across different jurisdictions. While it offers the prom-
ise of more accountable and result-oriented management of higher education
institutions, the effectiveness of PB systems is contingent upon the develop-
ment of reliable performance indicators, the commitment of stakeholders, and
the capacity of institutions to adapt to these performance-based funding mod-

els.

Accounting to support higher education reform

Due to the NPM-inspired reforms such as self-management of opera-
tions, many public agencies, including universities, have looked for new in-
struments to support decision-making. One such supporting instrument is the
accounting system (Agasisti et al., 2008). As highlighted in the previous, pub-
lic universities are now operating in an environment of decreased government
funding coupled with university management taking more responsibility for
financial management. This need for improved information has led to the
modernization of the accounting practices employed within the government
and its agencies. Performance Budgeting as a modernization of accounting
practices (Diamond, 2002, 2003; Raudla & Bur, 2022; Shah & Shen, 2007)
can be seen in the move from cash to accrual accounting; line-item budget

allocations to program budgets; performance measurement based on both fi-
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nancial and non-financial information; and contribute to better resource allo-
cation and service delivery (Budding et al., 2022; Lorenz, 2012; Marti, 2013;
Mcgill, 2001; Robinson & Brumby, 2005; Yamamoto, 1999).

Financial accounting reform plays a central role in modernization
(Baird, 2007; Clarke & Lapsley, 2004; Cohen & Zorgios, 2007; Venieris &
Cohen, 2004), with techniques, such as accrual accounting considered essen-
tial to improve the overall performance and accountability of the public sector
(BOSTON, 1987; Hood, 1995; Lapsley & Wright, 2004; Lye et al., 2005a).
Modern management accounting techniques such as activity-based costing
(ABC) (Baird, 2007; Baird et al., 2007; Brown et al., 2004), the balanced
scorecard (BSC), and the use of key performance indicators (KPIs)
(Kasurinen, 2002; Maina Waweru et al., 2004), are also needed to provide
more relevant information to support decision making. Such techniques ena-
ble better control over resources in the public system and provide the
knowledge to adapt to the rapidly changing organizational and social envi-
ronment (Alawattage et al., 2007; Jackson & Lapsley, 2003; Lapsley &
Wright, 2004). The adoption of an NPM-inspired performance budgeting ap-
proach has been seen to increase managerial control and improve efficiency,
effectiveness, accountability and transparency of the public sector (Belhas-
san, 2023; Lorenz, 2012; Oh & Lee, 1995; Pangaribuan et al., 2024; Rokh-
man, 2017).

The benefit of the performance budgeting approach has been seen in
improved measurement of costs and revenues; more efficient and effective
use of resources; and improved measurement of financial performance (Dia-
mond, 2003; Marti, 2013; Mohammadipour, 2014; X. Wang, 2000).
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However, the ability of governments to effectively adopt NPM per-
formance budgeting has been questioned. Nickson & Franceys (2003) ques-
tion the capacity of low-income countries to successfully apply NPM princi-
ples broadly, citing constraints in resources and broader reach. Similarly,
Djamhuri and Siti-Nabiha (2019) note that the adoption of performance man-
agement systems in Indonesia was impeded by an excessive number of per-
formance indicators and varied staff competencies, complicating the applica-
tion of the Government Institution Performance Accountability System.

Noutomi & Nakanishi (2007) point out specific difficulties in smaller
local governments where adopting such reforms is often hindered by admin-
istrative and financial limitations. (Jong, 2011) expresses skepticism regard-
ing the effectiveness of Performance Budgeting, suggesting that it does not
always produce the anticipated outcomes. Rubakula (2017) emphasizes addi-
tional obstacles, such as budget deficits, weak administrative capacity, and a
lack of political will, which collectively challenge the adoption of a results-
based approach.

Further complicating the landscape, Joyce & Sieg, (2000);
Willoughby, (2004) recognize the potential advantages of performance meas-
urement, including enhanced communication and service quality. However,
they also acknowledge the limitations of these systems in achieving cost re-
ductions and altering spending patterns. Broom (1995) raises doubts about
the long-term sustainability of performance-based government programs,
while McNab & Melese (2001) highlight the administrative complexities and

the insufficient investment in managerial and information systems necessary
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for effective adoption. These critiques underscore that while NPM perfor-
mance budgeting offers significant promise, its successful application is con-
tingent on overcoming a myriad of substantial challenges.

The literature on performance budgeting in the public sector primarily focuses
on post-adoption studies, which often overlook the crucial preparatory stages
necessary for successful adoption. This gap is particularly notable in the con-
text of developing countries. For instance, Ehsein (2014) examined factors
influencing the success of Performance Budgeting Systems (PB) in Libya
post-adoption. Similarly, Erkutlu et al. (2017) investigated the factors critical
to the creation and sustainability of Performance Budgeting in Turkey, focus-
ing on the post-adoption phase. Moreover, despite Egypt's attempts to adopt
and adopt Performance Budgeting since the 1960s, it has not achieved the
anticipated success, as detailed by (Ouda, 2013).

Researchers like Andrews, (2006); Shah & Shen, (2007); Ehsein,
(2014); Surianti & Dalimunthe, (2015); Okoroafor, (2021); have emphasized
the necessity for reform and the challenges it poses in developing countries,
suggesting a strong need to focus on the preliminary stages of performance
budgeting. Similarly, McGill, (2006); Tandberg, (2008) have pointed out the
difficulties in realizing investment plans and the importance of accountability
and measurability in performance budgeting systems. These insights under-
line a significant deficiency in the literature: a lack of focus on the initial
challenges and preparatory stages that are critical for the successful adoption
of performance budgeting, especially in developing contexts such as Irag.
This oversight necessitates a more thorough examination and understanding
of these early stages to enhance the effectiveness of performance budgeting

initiatives in such environments.
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Theoretical Framework: Exploring Accounting Change with Contin-
gency Theory

Contingency theory has been instrumental in advancing our under-
standing of organizational behavior, particularly since the late 20th century.
Originating from influential works by scholars such as Otley, (1980), Tarter
& Hoy, (1998), and Thomas (1991), contingency theory offers a comprehen-
sive framework for examining changes in accounting practices within organ-
izations. Otley (1980) underscored the significance of situational factors in
shaping financial management systems. Tarter and Hoy (1998) applied these
principles within educational contexts, proposing that the efficacy of educa-
tional management is significantly influenced by both the internal dynamics
of educational institutions and the external environmental pressures they face
(Salamzadeh et al., 2013). Thomas (1991) broadened this perspective by in-
tegrating a variety of organizational structures and managerial processes,
highlighting the necessity for organizations to align their strategies with ex-
ternal demands. Woods (2009) expanded on these concepts by introducing
the idea of strategic choice within constraints, suggesting that organizations
select from a spectrum of management strategies and structures based on their
specific situational needs.

The contingency theory of accounting specifically addresses how an
organization's external environment, structure, and technology influence its
accounting systems. This theory asserts that there is no universal management
practice suitable for all organizations; instead, the efficacy of management
practices depends on a myriad of factors that vary across different organiza-
tional contexts (Otley, 1980; Woods, 2009). External contingent factors may

include market pressures, technological changes, and political environments
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(Haldma & Laats, 2002; Hopwood, 1990), while internal factors could in-
volve organizational size and strategic objectives, which directly affect both
the organizational structure and the performance metrics employed (Baird et
al., 2007; Luder, 1992).

Moreover, contingency theory helps elucidate the complex dynamics
that drive changes in accounting practices. Research supports the notion that
the appropriateness of an accounting system is contingent upon organiza-
tional contextual variables, suggesting that various internal and external fac-
tors influence accounting practices in distinct ways across different organiza-
tions (Chenhall, 2003; Christensen & Yoshimi, 2003; Innes & Mitchell, 1990;
Lder, 1992; Otley, 1980; Upping & Oliver, 2012). Luder (1992) formulated
the contingency model of governmental accounting innovations, incorporat-
ing both contextual and behavioral variables that impact the stakeholders in-
volved in governmental financial information. This model has been widely
referenced and applied in scholarly investigations of public sector accounting
changes across a range of countries, including developed contexts such as
Italy, the Netherlands, New Zealand, Australia, Japan, and the United States,
as well as in developing nations like Thailand, Fiji, Egypt, and Malaysia
(Anessi-Pessinaet al., 2010; Christensen, 2002; Upping & Oliver, 2012). This
research employs the contingency theory framework to explore the situational
variables influencing the adoption and adoption of Performance Budgeting
(PB) within the complex and varied context of Iraq’s Ministry of Higher Ed-

ucation.

Performance Budgeting: Investigating the Dynamics of Change
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To explore the adoption of Performance Budgeting, this research will
utilize insights from both public and private sectors to construct a framework
that elucidates the contingent factors influencing how and why accounting
changes occur in an organization and how these changes are shaped by vari-
ous factors differently (Innes & Mitchell, 1990; Maina Waweru et al., 2004;
Morakul & wu, 2001; Otley, 1980). These contingent variables, both internal
and external, impact the need for change (Anderson & Lanen, 1999; Cobb et
al., 1995; Innes & Mitchell, 1990; Kattan et al., 2007; Morakul & wu, 2001,
Otley, 1980). External variables include uncertainties in the organizational
environment such as market pressures, technological innovations, and politi-
cal dynamics (Haldma & Laats, 2002; Hopwood, 1990; Otley, 1980). Internal
factors primarily relate to the organization's size and its strategic directives,
which influence its structural, budgetary, and performance measurement sys-
tems (Baird et al., 2007; Hopwood, 1990; Luder, 1992; Maina Waweru et al.,
2004).

Numerous models have been developed to aid in the analysis of ac-
counting change across public and private sectors. Among these, Luder’s gov-
ernmental accounting innovation model, known as the “contingency model,”
is notably significant for understanding changes in public sector accounting
(Christensen, 2002). Originally formulated by Luder in 1992, this model ad-
dresses the external and internal factors that drive the reform process and
helps elucidate the stimuli behind government accounting reform adoption.
The model categorizes these drivers into three groups: (1) Stimuli, which are
events triggering the need for better information; (2) Structural variables, en-
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compassing the social and political-administrative systems that shape the at-
titudes of information users and producers; and (3) adoption barriers, which
are environmental conditions that impede the change process.

This contingency model has been adapted and applied in various set-
tings (Christensen, 2002; Godfrey et al., 1996, 2001; Yamamoto, 1999), and
has been particularly tailored for developing countries by Godfrey et al.
(1996, 2001), who introduced the role of international funding and donor
agencies as additional contingent variables to drive government accounting
reforms. These agencies often make their funding conditional on the adoption
of such reforms.

Christensen (2002) expanded the model to include the roles of key
actors in the change process—identifying them as promoters of change, in-
formation producers, and information users. He articulated that change could
be driven by stakeholders with a vested interest in change, or by information
producers such as public servants in central agencies and managers in gov-
ernment agencies. Users of the information, such as politicians and oversight
bodies like auditors-general and public accounts committees, also stimulate
change. Despite the willingness to change, various barriers, such as the public
sector's intrinsic characteristics and its accounting system limitations, can
constrain the adoption options. For example, Christensen pointed out the poor
accounting skills of public servants and inadequate asset records as significant
hurdles in shifting to accrual accounting.

Yamamoto (1999) applied this model to the context of Japanese local
government, demonstrating how internal and external pressures interact with

specific accounting changes needed to meet the demands of both information
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preparers and users. His study identified three critical external pressures: per-
formance, accountability, and market pressures, each necessitating specific
information for assessment, transparency, and comparison, respectively.

From their study of private sector entities, Innes & Mitchell (1990)
identified three primary types of contingent variables that drive accounting
changes: motivators, catalysts, and facilitators. Motivators are associated
more generally with change, such as market competitiveness, organizational
structure, or production technology. Catalysts directly trigger change due to
specific events like poor financial performance or new competitive threats.
Facilitators, meanwhile, are factors that aid the successful adoption of change,
such as available resources or organizational autonomy.

Further adaptations by Cobb et al. (1995) and Kasurinen (2002) re-
fined these models to emphasize factors that facilitate or hinder the change
process. Kasurinen’s model particularly identifies barriers such as confusers,
frustraters, and delayers, each representing challenges that create uncertainty,
suppress change processes, or slow down the adoption, respectively.

From the literature review, a model has been developed to investigate
the factors influencing accounting change in the Iragi Ministry of Higher Ed-
ucation, as illustrated in Figure 1. This model aims to explore the situational
variables that affect the adoption and adoption of Performance Budgeting
(PB) within the diverse and intricate environment of Iraq’s Ministry of Higher
Education.

It consists of the following elements: pressures for change (both ex-
ternal and internal), and barriers to change, and will be used to investigate the

following research questions that will be explored in this paper:
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RQ1: What internal factors have influenced the adoption of adoption of PB
in the Iraqgi Ministry of Higher Education?

RQ2: What external factors have influenced the adoption of PB within the
Ministry of Higher Education?

RQ3: What barriers can affect the adoption of PB within the Ministry of
Higher Education?

Internal Pressures > Adoption of the
External Pressures > Performance
Barriers > Budgeting

Figure 4. The Conceptual Framework (Source: developed by the researchers)

Hypotheses Development

Contingency theory posits that an organization's accounting practices
are determined by its unique circumstances. According to Otley (1980), the
efficacy of these practices hinges on the organization's adaptability to both
internal and external changes, suggesting that no single accounting system
fits all scenarios. This study draws upon this theory to explore the contingent
factors affecting the adoption of accrual basis accounting within the context
of Irag's Ministry of Higher Education. The development of hypotheses is
guided by the theoretical framework established earlier, which incorporates
internal and external pressures, along with potential barriers that could impact
the successful adoption of Performance Budgeting. The hypotheses aim to
investigate the significant factors affecting the adoption of Performance

Budgeting. These hypotheses will be tested to address the research questions

145



Khudhair, A.H., Daud, Z.M., Mustafa, H. A.R., Jasim, A.N. 2024. Understanding the Catalysts and
Obstacles
regarding what internal and external factors motivate changes and what bar-

riers might hinder these changes within the Ministry of Higher Education.

The Relationship Between Internal pressures and Performance Budget-
ing

The first objective of the study is to exam the relationship between
internal pressures and performance budgeting. Based on the literature, the
adoption of Performance Budgeting (PBB) within public sector organizations
is profoundly shaped by internal pressures. These pressures arise from both
institutional factors and the actions of internal stakeholders who manage and
utilize accounting information. Christensen, (2002); Luder, (1992); and Ot-
ley, (1980) underscore that internal pressures can originate from institutional
factors such as systemic changes required in financial accounting systems,
evolving accounting rules and routines, and attitudes towards organizational
change (Burns & Scapens, 2000; Chan et al., 1996). Moreover, internal stake-
holders, including the users and producers of accounting information, play a
pivotal role in driving these changes, taking responsibility for the overarching
accounting system (Harun et al., 2013; Innes & Mitchell, 1990; Kasurinen,
2002).

Institutional factors have increasingly spotlighted performance budg-
eting and expenditure control as central elements in government financial
management. This shift is evident as performance-based budgeting has been
found to significantly influence spending patterns and prioritize organiza-
tional needs within state governments (Qi & Mensah, 2012). Additionally,
the institutional environment and stakeholder demands for increased effi-
ciency and value for money also encourage the adoption of performance
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budgeting practices (Brignall & Modell, 2000). Key to this is the utilization
of performance information within the budgetary process, which Curristine,
(2009); Curristine et al., (2007) highlight as a primary driver for improving
public sector efficiency.

Factors such as fiscal transparency are crucial for the development of
performance-based budgeting systems (Erkutlu et al., 2017), aligning with
global trends towards institutionalizing more refined budgetary practices to
meet international standards (Curristine, 2006; Shah, 2007). These trends are
motivated by a mixture of coercive, normative, and mimetic pressures (Irvine,
2008). Critiques of traditional line-budgeting systems, which fail to provide
precise cost information for performance measurement initiatives (Robinson,
2003), have led to increasing calls for the adoption of performance budgeting.
Such systems are designed to enhance efficiency audits, foster external ac-
countability, and spur innovation in government financial management
(Dean, 1987).

Performance budgeting, by linking funding directly to results and fo-
cusing on outputs and outcomes rather than inputs, requires well-established,
clear, and measurable objectives along with accounting systems that accu-
rately report actual results (Ouda, 2013; Robinson, 2003). Essential compo-
nents include comprehensive cost accounting, which encompasses direct, in-
direct, and capital costs (Rivenbark, 2000), and robustly designed perfor-
mance measurement systems (Moullin, 2004).

Given the strategic imperative to refine financial data to support the
Ministry's strategic planning, such institutional considerations are critically
important. The need to provide information that enhances decision-making

underscores the institutional focus on improving governance's effectiveness

147



Khudhair, A.-H., Daud, Z.M., Mustafa, H.A.R., Jasim, A.N. 2024. Understanding the Catalysts and
Obstacles
and efficiency. As such, performance budgeting serves as a crucial mecha-
nism in integrating strategic planning, program review, and budgeting pro-
cesses to bolster decision-making and resource allocation (Beckett-Camarata,
2003; White, 2007). Building on the foundational understanding of internal
pressures as catalyzers for performance budgeting, this study proposes the
following hypothesis:

H1: Internal pressures positively influence the adoption of Perfor-

mance Budgeting in Iraq’s higher education sector.

The Relationship between External pressures and performance budget-
ing

The second objective of this study is to examine the relationship be-
tween external pressures and performance budgeting. External pressures en-
compass both environmental factors and individuals outside the organization
capable of influencing accounting changes (Christensen, 2002; Luder, 1992;
Upping & Oliver, 2012). These elements include governmental initiatives for
organizational improvement, investment in technology, and regional socio-
political changes (Innes & Mitchell, 1990; Kasurinen, 2002; Lye et al., 2005b;
Upping & Oliver, 2012). Additionally, the agents driving accounting trans-
formations are not limited to the public, who utilize government financial
data, but also include professional entities and organizations advocating for
such changes. This notion is supported by Luder (1992), who argues that gov-
ernmental accounting innovations are often propelled by a complex interplay
of contextual and behavioral factors affecting both the demand and supply of

financial information. Christensen (2002) elaborates on this by highlighting
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the role of professional bodies in shaping accounting practices, while Pauls-
son (2006) offers empirical evidence from the Swedish central government's
experience with accrual accounting, emphasizing its significance for public
financial management. Upping & Oliver (2012) also discuss the moderniza-
tion of accounting practices in Thai public universities, highlighting the im-
pact of both external and internal factors.

In terms of organizational environment factors, economic crises have
been shown to significantly influence organizational practices, particularly in
budgeting. During such crises, organizations tend to prioritize certain budg-
eting functions, notably planning and resource allocation (Becker et al.,
2016), and may also spur innovation in management practices and production
methods (Alvarez et al., 2010). Crisis budgeting can lead to alterations in con-
ventional practices and affect the broader budget process (Schick, 2010). The
global financial crisis, for instance, has necessitated a reevaluation of budg-
eting practices (Karkatsoulis, 2010). Concurrently, the globalization of mar-
kets pressures public administrations to enhance their efficiency and effec-
tiveness (Saner, 2001), influencing public financial management and budget-
ing practices worldwide. This trend has facilitated the adoption of interna-
tional accounting standards and performance-based budgeting systems (Judge
et al., 2010; Kuglkaycan & Goksu, 2021), driven by efficiency needs, legiti-
mation pressures (Aguilera & Cazurra, 2004), and isomorphic forces (Guler
etal., 2002). Furthermore, international organizations and global benchmarks
exert significant pressures on countries, especially developing ones, to adopt
best practices in the public sector (Andrews, 2012; Fuhr, 2001), promoting
techniques like Performance Budgeting (PB) and international accounting
standards (Grossi et al., 2018; Sellami & Gafsi, 2019) aimed at improving
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resource allocation and utilization (Hepworth, 2015; Moynihan & Beazley,
2016).

Compliance with established budgeting norms by governmental bod-
ies, including legislative bodies, is pivotal for effective oversight and account-
ability of public finances (Kanyi & Minja, 2019). Increased professionalism
among legislators is believed to favorably impact the adoption of PBB re-
forms (Bourdeaux, 2006; Jang et al., 2021). In the context of Iraq, the public
budget is overseen by a mandated permanent parliamentary committee. How-
ever, members are not typically experts in fiscal matters, enhancing their pro-
fessional acumen could substantially improve budgeting practices, thereby
fostering a more accountable and transparent fiscal management system.

In the context of external pressures, public organizations are increas-
ingly driven to improve efficiency, transparency, and value creation in service
delivery. These pressures arise from specific groups or individuals outside the
organization who demand changes in accounting practices, leading to a shift
towards new management practices and budgeting approaches. Value-based
management, for example, has been introduced to make organizations more
responsive to stakeholder demands (Pedersen & Rendtorff, 2004). Transpar-
ency practices have been documented to positively impact public value crea-
tion (Douglas & Meijer, 2016), and budget transparency has been shown to
correlate positively with economic development and inversely with corrup-
tion (Bastida & Benito, 2007). In response, innovative accounting policies
have been developed to enhance the disclosure and understanding of public
finances (S. Cosimato et al., 2015). It is expected that similar patterns will be

observed in Irag. Accordingly, the following hypothesis is proposed:
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H2: External pressures positively influence the adoption of Perfor-

mance Budgeting in Iraq’s higher education sector.

The Relationship Between Barriers to change and Performance Budget-
ing

The fourth objective of this study is to examine the relationship be-
tween barriers to change and the adoption of performance budgeting. The lit-
erature on barriers to accounting change identifies various factors that hinder
the adoption of new systems (Schwarze et al., 2007; Upping & Oliver, 2012).
Kasurinen (2002) categorizes these barriers as confusers, frustrators, and de-
layers within change processes. Confusers are defined as factors that create
confusion or misunderstanding about the change process or its requirements.
Notably, Performance Budgeting (PB) adoption faces several challenges, in-
cluding confusers that create misunderstandings about the change process.
These include a lack of understanding and knowledge among financial man-
agement staff, and the absence of a proper adoption blueprint (Diamond,
2003; Erkutlu et al., 2017). Successful PBB adoption necessitates organiza-
tional commitment, adequate resources, and appropriate incentives (Kuntadi
& Velayati, 2022), with key success factors including management support,
a skilled project team, and stakeholder commitment (Parr et al., 1999).
Change management strategies are crucial for overcoming these adoption bar-
riers (Bourne et al., 2002; Diamond, 2003). However, many performance
measurement initiatives fail due to partial adoption processes that lack guid-
ance on full execution (Bourne et al., 2003).

Frustrators in organizational change processes stem from various

sources, including conflicting interests, preferences, and perceptions of costs
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and benefits (Demir & Aktan, 2016). Lack of commitment from top manage-
ment, resistance from financial staff, and resistant mindsets can act as frus-
trators (Kasurinen, 2002; Pimentel et al., 2009). Communication deficiencies
and limited employee involvement are significant contributors to resistance
(Appelbaum et al., 2017; Canning & Found, 2015). Organizational culture
plays a crucial role in change acceptance (Appelbaum et al., 2017; Trader-
Leigh, 2002). Successful change adoption requires adaptive organizational
systems, transformational leadership, and the integration of new behaviors
into existing culture (Appelbaum et al., 2017). While traditionally viewed
negatively, resistance can be a constructive tool for change when properly
managed (Waddell & Sohal, 1998). Understanding these factors can help or-
ganizations navigate change processes more effectively and improve adop-
tion outcomes (Bourne et al., 2002; Trader-Leigh, 2002). While top manage-
ment support is important, external expertise can be equally critical (Thong
et al., 1996). Consultants play significant roles in various adoption phases,
and their effectiveness depends on factors such as technical skills, communi-
cation, and conflict resolution abilities (E. T. G. Wang & Chen, 2006). How-
ever, ineffective consultants can delay adoption due to user confusion, lack
of guidance, and insufficient accounting skills (Pulakanam & Suraweera,
2010). Therefore, organizations should focus on selecting high-quality con-
sultants and ensuring effective knowledge transfer during adoption (Haines
& Goodhue, 2000).

Delays in management accounting changes can result from various
factors, including insufficient human resources (Allahyari & Ramazani,
2011). While technological solutions like Robotic Process Automation can
address some staffing issues, they cannot fully replace human analytical skills
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(Fernandez & Aman, 2018). The slow adoption of Human Resource Account-
ing has been attributed to technical adoption challenges and conflicts between
behavioral theorists and financial specialists (Powell et al., 1976). Addition-
ally, the lack of appropriate financial management information systems can
impede the adoption of performance budgeting in the public sector
(Okoroafor, 2021). Understanding these barriers is crucial for the successful
adoption of new accounting systems (Pimentel et al., 2009). Adapting exist-
ing models, like Luder's, can help conceptualize factors influencing account-
ing change in developing countries (Upping & Oliver, 2011). Although bar-
riers could hinder the adoption of accrual accounting, prior studies using the
contingency model have shown that these barriers positively affect the adop-
tion of accrual accounting (Ali, 2017; Burns & Scapens, 2000; Chan et al.,
1996; Christensen, 2002; Harun & Robinson, 2010; Luder, 1992; Lye et al.,
2005b; Ouda, 2008, 2015; Z. Saleh & Pendlebury, 2007; Upping & Oliver,
2012). Therefore, the following hypothesis is proposed:

H3: Barriers positively influence the adoption of Performance Budg-

eting in Iraq’s higher education sector.

Research Method
Population, unit of analysis and sample

In this research, the theoretical underpinnings were anchored in the
positivist paradigm, utilizing an explanatory research model to investigate
causal relationships between variables, as suggested by Cooper & Schindler,
(2013) and Creswell & Creswell, (2017). Primary data were gathered directly
from respondents via a questionnaire designed on a five-point Likert scale,
supplemented by open-ended questions allowing for elaborative feedback
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(Bryman, 2016; Creswell & Creswell, 2017). The questions were derived
from an extensive literature review. Given the cultural context of the Iraqi
Ministry of Higher Education and Scientific Research (MOHE), a paper-
based mail questionnaire was deemed more appropriate than an electronic
version. The questionnaire was initially drafted in English and then translated
into Arabic by two professional translators. It was subsequently back-trans-
lated into English to verify the translation's fidelity. Moreover, the instrument
was piloted and refined based on inputs from eleven Iraqi finance and ac-
counting academics within MOHE universities.

The study encompassed the entire population of MOHE employees
with academic qualifications in finance and accounting, amounting to 664 in-
dividuals. As such, the research adopted a census approach, distributing ques-
tionnaires to all potential respondents within this group, which includes posi-
tions such as rectors, vice-rectors, deans, department heads, academics, and
financial staff across all public universities in Iraq, excluding those in the
Kurdistan region. This strategy ensured comprehensive data collection across
the specified population, thereby eliminating the potential for sampling error.
The survey achieved a 60 percent response rate, with 401 valid responses.

The response rate of 60 percent is notably high compared to typical
outcomes in survey research within organizational contexts. (Fowler Jr, 2013)
notes that survey research generally secures a response rate of 10-20% of the
needed sample size, while Baruch & Holtom (2008) have documented an av-
erage response rate of 35.7% in organizational surveys. This comparative
analysis underscores the effectiveness of the survey method and instrument

employed in the current study.
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Variables and measurements

In this research, three exogenous variables—Internal Pressures (IP),
External Pressures (EP), and Barriers (B)—along with one endogenous vari-
able, the Adoption of Performance Budgeting (PB), were examined using a
5-point Likert scale to measure attitudes and opinions effectively (Jamieson,
2004; Kusmaryono et al., 2022; Sullivan & Artino, 2013). Internal Pressures
(IP) are defined as pressures from institutional factors and the behavior of
internal stakeholders, IP influences the management and use of accounting
information. Indicators for IP include the need for tighter government ex-
penditure control, enhanced financial management due to reduced funding,
and demands for advanced budgeting practices and better decision-making
support. The development of the IP construct was informed by the works of
Llder (1992), Otley (1980), Christensen (2002), and Upping & Oliver (2012).
Secondly, external pressures (EP) are influences from environmental factors
and external stakeholders that drive changes in accounting practices. EP en-
compasses demands for world-class budgeting, improved efficiency, trans-
parency, and accountability, as well as global influences like financial crises
and international recommendations. Seminal works by Lider (1992), Chris-
tensen (2002), and Upping & Oliver (2012) were instrumental in shaping this
construct. Lastly, barriers identified as challenges to change include re-
sistance from financial management staff, lack of top management commit-
ment, insufficient knowledge among staff, and technical and financial con-
straints in adopting new systems. Barriers were categorized based on the
framework by Kasurinen (2002), with additional insights from Burns &
Scapens (2000) and Ouda (2008). Before the questionnaire was employed to
collect the data, we involved eleven experts from the accounting discipline to
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validate it. They were asked whether the questionnaire was easy to read and
understand and whether it was demanding or confusing. Once the feedback

was obtained, minor revisions were made for improvement.

Data Analysis Method

In this study, data were analyzed using the variant-based Partial Least
Squares Structural Equation Modeling (PLS-SEM), a method well-suited for
exploratory research in management and social sciences, especially when
handling small sample sizes, complex models, and formative constructs (Hair
et al., 2022; Lowry & Gaskin, 2014). PLS-SEM is preferred for its ability to
test measurement models and structural models simultaneously (Chin et al.,
2012; Hair et al., 2014), offering greater flexibility with unbalanced datasets
and latent variables, and often yielding higher reliability and validity metrics
compared to Covariance-Based SEM (CB-SEM) (Hair et al., 2021). PLS-
SEM is particularly effective for exploratory studies as it uses a causal-pre-
dictive approach, focusing on predictions and providing causal explanations,
which is different from CB-SEM's theory confirmation focus. According to
Hair et al. (2022), the "10 times rule™ for sample size in PLS analysis indicates
that the sample size should be at least ten times the maximum number of links
to any latent variable. In this case, with the maximum indicators for the latent
variables External Pressures (EP) and Barriers (B) being 11, the minimum
required sample size would be 110. The study's sample size of 401 comfort-
ably exceeds this requirement, ensuring robust and reliable analysis results.
Data Analysis Method

In this study, the variant-based partial least squares-structural equa-
tion modelling (PLS-SEM) method was used to analyze the data and examine
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the hypotheses. This method can simultaneously perform measurement model
tests while testing structural models (Chin et al., 2012; Hair et al., 2014). PLS-
SEM is recommended especially when dealing with small sample sizes, com-
plex models, and formative constructs (Hair et al., 2022; Lowry & Gaskin,
2014). PLS-SEM is an increasingly popular method for exploratory research
in management and social sciences (Fong & Law, 2013; Henseler et al.,
2014). 1t offers greater flexibility in handling unbalanced datasets and latent
variables (Hair et al., 2021). PLS-SEM typically yields higher composite re-
liability and convergent validity compared to CB-SEM, while maintaining
comparable discriminant validity and beta coefficients (Jr. et al., 2017). In
addition, Whereas CB-SEM is primarily used to confirm theories, PLS repre-
sents a causal—predictive approach to SEM that emphasizes prediction in es-
timating models, whose structures are designed to provide causal explana-
tions (Hair et al., 2021).

According to Hair et al. (2022), the minimum sample size for PLS
analysis is the “10 times rule”, meaning that it should be greater than 10 times
the maximum number of inner or outer model links pointing to any latent
variable in the model. As both EP and B are latent variables with a maximum
number of indicators pointing to it of 11 for each, the minimum sample should
be 110 (10 x 11). Given that the sample collected for the study is 401, then

this assumption has been fulfilled.

Results
Evaluation of Data Normality and Common Method Bias in SEM

The integrity of Structural Equation Modeling (SEM) in this study
hinges on data normality, assessed using skewness and kurtosis in SPSS v.
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29.0. Despite typical concerns for substantial non-normality with values be-
yond %2 for skewness and +7 for kurtosis (Stanculescu 2022), the larger da-
taset allows for more lenient thresholds (Tabachnick & Fidell 2007); Aminu
et al. 2014). The study results, with skewness from -1.211 to 0.369 and kur-
tosis from -0.849 to 2.259, indicate a satisfactory normal distribution (George
& Mallery, 2018). To address potential common method bias (CMB), which
occurs when a single data collection method leads to excessive correlations
among constructs (Bagozzi et al., 1991; Podsakoff & Todor, 1985), the study
employed Harman’s one-factor test. The analysis revealed that no single fac-
tor explained more than 20.271% of the variance, well below the 50% thresh-
old, confirming the absence of CMB and validating the dataset for further
analysis.
Reliability and Convergent Validity in SEM

In this study, the reliability and convergent validity of constructs were
assessed using several metrics. Composite reliability (CR) values for all con-
structs ranged from 0.797 t0 0.911, indicating acceptable internal consistency.
Average Variance Extracted (AVE), which measures convergent validity by
the squared loadings of items, showed values between 0.502 and 0.595 for all
variables, exceeding the threshold of 0.5 and confirming sufficient explana-
tory power of the constructs (Hair et al., 2022), as shown in Table 3. The
measurement model involved 38 reflective indicators. Based on factor load-
ings, several items were pruned to enhance model robustness: eight items
from the Barriers construct, five from External Pressures, and one from Per-
formance Budgeting (table 1). This refinement process, which followed
guidelines by Wei & Nguyen (2020) and Hair et al., (2022), sought to ensure
that each item's loading exceeded the commonly accepted threshold of 0.5,
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thereby contributing positively to the construct's validity. The iterative pro-
cess of refining the SEM models led to improved construct validity and model
robustness, as items with weaker loadings were eliminated. This approach
aligns with practices noted in the literature, where item reduction is often nec-
essary to achieve a more valid and reliable measurement model Hair (2017);
Sadidi et al. (2018); Pereira et al. (2024). Figure 1 illustrates the measurement
model post-refinement, displaying the constructs after adjustments were
made based on the PLS-SEM analysis. This visual representation confirms
the structural integrity and validity of the refined model, ensuring that all re-
maining indicators robustly represent their respective constructs.
Table 1. Outer Loadings

The Construct Items Outer loadings
Internal Pressures IP1 0.746
IP2 0.696
IP3 0.704
IP4 0.722
IP5 0.628
IP6 0.681
IP7 0.762
IP8 0.783
External Pressures EP1 Deleted
EP2 Deleted
EP3 0.630
EP4 0.634
EP5 Deleted
EP6 Deleted
EP7 Deleted
EP8 0.761
EP9 0.779
EP10 0.741
EP11 0.690
Barriers B1 Deleted
B2 Deleted
B3 Deleted
B4 Deleted
B5 Deleted
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B6 0.829
B7 0.711
B8 0.717
B9 Deleted
B10 Deleted
B11 Deleted
Performance Budgeting PB1 0.752
PB2 0.811
PB3 0.799
PB4 0.785
PB5 0.770
PB6 Deleted
PB7 0.753
PB8 0.726

The internal consistency of a group of items is measured by
Cronbach's alpha, which indicates how closely related they are to one another.
The CA value range between 0.625 to 0.886 is considered valid to ensure
internal consistency (Drolet & Morrison, 2001; Hair et al., 2022; Hayduk &
Littvay, 2012). Figure 5 shows the modified model after removing the indi-
cators that were below the minimum accepted threshold

Additionally, the findings regarding Variance Inflation Factor (VIF)
values are presented in Table 2. All VIF values were below the critical thresh-
old of 5, as indicated by Hair et al. (2022). This result confirms the absence
of collinearity issues within the study, corroborating the methodological
soundness noted in similar studies by Pereira et al. (2024) and Sarstedt et al.
(2017).

Table 2. Multicollinearity test (inner VIF)

Performance Budgeting

Barriers 1.017
External Pressures 1.509
Internal Pressures 1.492

Performance Budgeting
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Assessment of Reliability and Convergent Validity

The evaluation of construct reliability is imperative to ascertain error-
minimized measures and consistent outcomes. Convergent validity is estab-
lished when a construct's measure correlates positively with alternate
measures of the same construct Hair et al. (2022). This study employed outer
loadings to gauge indicator reliability, Cronbach’s alpha (CA) and composite
reliability (CR) to assess internal consistency, and average variance extracted
(AVE) to evaluate convergent validity (Pereira et al., 2024). These metrics
were instrumental in appraising the measurement model delineated by the re-
search framework (Figure 5).

Figure 5. Structural model

P4 IP3 P2 IP1

N

0.000
IP5 0.000

0.000,
I~

IP6 «— 000

4— 0000
0.000

‘/

P8 P

IPT

EP3

0.000.

EP4

_—
4—0.000
0.000

= 0.000
/ 0.000

g0
I's

EP11

EP8

B7 0.000

As depicted in Table 3, the constructs' reliability and validity were
scrutinized utilizing CR and AVE, in conjunction with CA. The CR values,

reflective of internal consistency, spanned from 0.634 to 0.885 across all con-

161



Khudhair, A.-H., Daud, Z.M., Mustafa, H.A.R., Jasim, A.N. 2024. Understanding the Catalysts and
Obstacles

structs, thus confirming acceptable reliability following the benchmarks pos-
ited by Cheung et al. (2023). The AVE scores, indicative of the variance cap-
tured by the latent construct from its indicators, were commendably above the
0.5 threshold, with a range from 0.511 to 0.593, thereby satisfying the criteria
for adequate construct validity as prescribed by Hair et al. (2022). Further-
more, the internal consistency of the item clusters was substantiated via CA
values, which varied from 0.780 to 0.911. These figures denote a robust level
of reliability and are in alignment with the recognized standards (Tiep et al.,
2021). The employment of these statistical measures is crucial as they validate
the interrelatedness of the items encompassed within a construct.

Table 3. Reliability and Convergent Validity

Composite re-  Composite re- A_verage
Cronbach’s al- A A variance ex-
liability liability
pha (rho_a) (rho_o) tracted
- - (AVE)
Barriers 0.625 0.643 0.797 0.569
External Pres-
sures 0.802 0.817 0.857 0.502
Internal Pressures 0.865 0.876 0.894 0.514
Performance
Budgeting 0.886 0.887 0.911 0.595

Discriminant validity test results

Discriminant validity is the extent to which one construct is truly dis-
tinct from others within a model, as evidenced by empirical data. It is crucial
to demonstrate that a construct captures unique phenomena not represented
by other constructs (Tilahun et al., 2023). The Heterotrait-Monotrait (HTMT)
ratio is a contemporary approach to assessing discriminant validity, providing

a relative comparison between inter-construct correlations (heterotrait) and
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intra-construct correlations (monotrait) (Hair et al., 2022). An HTMT thresh-
old of 0.90 is generally accepted as indicative of discriminant validity
(Henseler, 2018; Roemer et al., 2021).

As delineated in Table 4, the HTMT ratios serve as a barometer for
discriminant validity among the constructs. The highest recorded HTMT
value in this study is 0.676, which is significantly below the conventional
threshold of 0.90 or the more conservative benchmark of 0.850. This finding
corroborates the distinctiveness of each construct, thereby validating the dis-
criminant validity as per the established heuristic guidelines and affirming the
reliability of the constructs within the research framework.

Table 4. Discriminant Validity via Heterotrait- Monotrait (HTMT)

B EP 1P PB
B
EP 0.179
IP 0.110 0.676
PB 0.185 0.497 0.409

Interpretation of Hypothesis Testing Outcomes

The results of the hypothesis testing, as illustrated in Table 5, conform
to the established criteria that a hypothesis is considered substantiated if the
t-value exceeds 1.65 or if the p-value reaches significance at the 0.10 level,
according to Hair et al. (2022). The path analysis confirmed that all proposed

hypotheses were supported, each showing a significance level of 0.00.

Table 5. Summary of Direct Effects on Performance Budgeting Adoption
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Original ~ Sample  Standard

sample mean deviation 2|-O /ST[s)té'{i/sl;ics Ees val-
(O) (M) (STDEV)
B->PB 0.088 0.098 0.044 2.006 0.045
EP ->PB 0.310 0.308 0.077 4.019 0.000
IP->PB 0.186 0.197 0.075 2.495 0.013

Additional metrics, which include R-squared, f-squared, and Q-
squared values, are also detailed in Table 6. Hair et al. (2022) describe the
explanatory power of a model as its ability to fit the data, which is evident
through the strength of associations shown in the PLS path model. The R?
values, which range from 0 to 1, are indicative of this power. According to J.
Cohen (1988), f-squared values classify effect sizes as follows: values from
0.00 to 0.15 denote a small effect, 0.15 to 0.35 indicate a medium effect, and
values over 0.35 signify a large effect. Additionally, Q-squared values above
zero demonstrate satisfactory predictive relevance in PLS-SEM models, as
corroborated by studies from Chin, (1998); Hair et al., (2012); Henseler et al.,
(2015).

Table 6. R-squared, f-squared, and Q-squared value

R-
R- square Q2 (=1-
square ad- B EP P PB SSO SSE SSE/SSO)
justed
PB 0.214 0.208
Ef-
fect 0010 0.081 0.030
size
()
PB 2807.000 2464.174 0.122

The table summarizes key statistical measures related to the regres-
sion analysis of the Performance Budgeting (PB) construct. The R-square
value of 0.214 indicates that approximately 21.4% of the variance in the de-
pendent variable is explained by the model, with the adjusted R? value of

0.208 slightly lower, accounting for the number of predictors in the model.
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The effect sizes F? for the barriers (B), external pressures (EP), and internal
pressures (IP) are 0.010, 0.081, and 0.030, respectively, suggesting that EP
has the most substantial relative impact on the model, although all values in-
dicate a small effect size. Finally, the predictive relevance (Q?) value for PB
i50.122, derived from an SSO of 2807 and an SSE of 2464.174, which means

the model can predict the data points it was designed to explain.

Discussion

This study unequivocally supports all proposed hypotheses, elucidat-
ing the positive factors influencing the adoption of performance budgeting
within the Iraqi Ministry of Higher Education (MOHE). The acceptance of
Hypothesis 1 demonstrates that internal pressures significantly encourage the
adoption of performance budgeting, resonating with findings from Aquino &
De Castro (2021) and Kasumba (2013), who noted the role of internal pres-
sures in fostering and maintaining new practices within organizations. This
finding aligns with Christensen (2002); Lider (1992); and Otley (1980), who
emphasize that internal pressures originate from institutional demands for
systemic changes and shifts in accounting routines, coupled with a proactive
stance from internal stakeholders towards these transformations. Further-
more, the broader implications of performance budgeting on spending pat-
terns and organizational prioritization, as identified by Qi & Mensah (2012),
underscore the integral role of institutional environments and stakeholder de-
mands in enhancing public sector efficiency and adopting budgeting reforms.
The study highlights the importance of fiscal transparency and aligns with
global movements towards sophisticated budgetary practices as discussed by
(Erkutlu et al., 2017) and Shah (2007). Additionally, critiques of traditional
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budgeting methods by Robinson (2003) advocate for performance budgeting
systems that not only refine cost management but also improve accountability
and stimulate innovation in financial governance. Overall, the findings affirm
that multiple layers of internal pressures can play a role in knowledge inter-
nalization, affecting the adoption of new practices and sustain as observed in
the adoption of budgetary practices (Kasumba, 2013).

Secondly, the results of this study confirm the positive influence of
external pressures on the adoption of performance budgeting, as substantiated
by the acceptance of Hypothesis 2. This aligns with the research conducted
by Shalikhah (2014) and Friyani & Hernando (2019), who observed similar
impacts of external forces on organizational accounting practices. The re-
search delineates external pressures as comprising both environmental factors
and influential individuals external to the organization that catalyze changes
in accounting systems. Coercive influences from central governments, regu-
latory frameworks, and citizen demands, coupled with global reform initia-
tives, are pivotal in driving the adoption of Performance Budgeting (PB)
within governmental financial management. This perspective is reinforced by
Lider (1992), who posited that innovations in governmental accounting are
typically driven by a complex amalgam of contextual and behavioral factors
that affect both the demand and supply of financial information. Public enti-
ties are increasingly compelled to enhance efficiency, transparency, and value
in service delivery. These external demands often stem from specific groups
or individuals outside the organization who advocate for transformative
changes in accounting practices, thereby fostering a transition towards inno-

vative management and budgeting methodologies.
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The third objective of this study was to explore the relationship be-
tween barriers to change and the adoption of performance budgeting, con-
firming Hypothesis 4 through the identification of three principal barriers.
These barriers include a lack of knowledge among financial management staff
about Performance Budgeting processes and techniques, a deficiency in a
proper blueprint for guiding the Performance Budgeting adoption process,
and the inability of financial management information systems to meet Per-
formance Budgeting requirements. These findings resonate with those of
Nadolna & Beyer (2021), who reported that the most significant barriers to
innovation in the public sector are organization-related, including interaction
barriers, content-related barriers to innovation, and organizational culture.
Specifically, a lack of organizational (development) strategy often hampers
necessary training and capacity building, while an ingrained reluctance to
adopt new methods and a generally hostile attitude towards change curtail
staff readiness to engage with new budgeting techniques. Additionally, the
absence of a clear strategic blueprint hinders the development and dissemina-
tion of effective adoption strategies, exacerbated by poor communication with
external stakeholders and rigid, vertical communication structures. Moreover,
technological barriers arise from outdated infrastructural setups and a lack of
integration capacity, which are compounded by an organizational culture that
fails to recognize or seize technological advancement opportunities. This con-
fluence of barriers not only disrupts but can halt innovation processes within
public sector organizations, necessitating robust management strategies to

identify and overcome these obstacles. This study not only fills existing re-
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search gaps but also sets the stage for further theoretical and empirical explo-
ration, potentially guiding both academics and practitioners in enhancing in-
novative activities within public administrations.

In conclusion, the findings of this study contribute to a deeper under-
standing of the factors influencing the adoption of PB in the public sector.
They highlight that while internal and external pressures can act as catalysts
for change, recognizing and addressing the barriers is equally essential for the
successful adoption of PB. This research adds to the body of evidence sug-
gesting that the move towards performance-informed budgeting is both a stra-
tegic response to organizational pressures and a complex process that requires

addressing multifaceted challenges.

Conclusion and Practical Implications
This research elucidates the multifaceted nature of adopting Perfor-
mance Budgeting (PB) within Irag's Ministry of Higher Education and Scien-
tific Research, presenting empirical evidence on the significant roles of inter-
nal and external pressures, and the impediments posed by various barriers.
Internal pressures, such as the drive for improved financial efficiency
and the quest for modern budgeting practices, have been shown to signifi-
cantly influence the movement towards PB. The practical implication of this
is that ministries and similar institutions should foster an internal environment
that is receptive to change and innovation, emphasizing the importance of
aligning organizational goals with budgeting processes.
The impact of external pressures cannot be overstated. The need to meet

stakeholder expectations and adhere to international standards for transpar-
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ency and accountability appears to be a potent driver of PB adoption. Practi-
cally, this indicates that public sector entities must remain sensitive to the
external environment, incorporating stakeholder feedback and global best
practices into their financial management strategies.

Conversely, the study identifies barriers that can thwart efforts to-
wards PB adoption. These include gaps in staff knowledge and deficiencies
in current financial systems. To overcome these, practical steps such as tar-
geted training programs and system upgrades are essential. Organizations
should invest in capacity building and infrastructure development to mitigate
these barriers.

The practical implications of this study are clear: for PB to be effec-
tively adopted, a comprehensive approach is needed. This approach should
include developing competencies among staff, reforming financial manage-
ment systems, and ensuring that both internal motivations and external pres-
sures are addressed in a balanced manner.

In sum, the adoption of PB is a strategic initiative that goes beyond
mere technical adjustments. It involves a cultural shift towards performance-
oriented management, requiring concerted efforts to overcome inherent bar-
riers. This study not only contributes to the academic discourse on PB but
also serves as a guide for policymakers and administrators in the public sec-
tor, underscoring the critical elements that can either facilitate or hinder the
successful adoption of PB.

Limitations and recommendations
Apart from its positive implications, the study does of course have

some limitations. First, it was only conducted in MOHE in Iraq. Hence, read-
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ers should take care when concluding the research results, especially for gen-
eralization purposes. Given this point, future research should be undertaken
in other ministries or involving privet HELI. It is also suggested that all the Iraq
should if possible be covered to acquire better study results. Second, the re-
search tested several determinants of PBB implementation. Further research
could involve the political element, and the aspect of legitimacy as additional
determinants of PBB adoption. Third, there is the possibility to study how
impact of PBB adoption on HEI quality. Finally, other theoretical points of
view, such as managerial hegemony, agency, and stewardship, could be con-

sidered in subsequent investigations regarding PBB adoption in HEIS.
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