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Accepted: 26/5/2022 of improving the adoption of accounting systems matching
Published: Summer 2022 the situational context and needs of SMEs. 196 responses

collected from SMEs in Erbil, Kurdistan were analyzed using
Keywords: Accounting multiple regression to ascertain the relationship and
Systems, business magnitude of effects posed by identified five factors on the

application of accounting systems. The results showed that
perceived business activities, accounting systems perceived
ease of use, accounting systems reporting features, and

activities, accounting
systems costs, ease of

use, accounting accounting systems security features had positive effects on
systems reporting and the application of accounting systems. Accounting systems
security features. costs had insignificant effects on the application of

accounting systems. It was suggested that accounting
Doi: systems developers must develop accounting programs that
10.25212/Ifu.qzj.7.2.41 are easy to use and are specifically designed to cater for the

needs of SMEs. Additionally, SMEs were encouraged to apply
cost minimization and revenue maximization strategies to
guard against the increase in costs posed by accounting
systems acquisition, installation, and maintenance costs.

1. Introduction
It is undoubtedly significant that accounting systems have grown to be an essential
aspect of a business. As such, companies are increasingly adopting new, better and

1094



QALAAI ZANISTSCIENTIFIC JOURNAL

A Scientific Quarterly Refereed Journal Issued by Lebanese French University — Erbil, Kurdistan, Iraq
Vol. (7), No (2), Summer 2022
LFU ISSN 2518-6566 (Online) - ISSN 2518-6558 (Print)

innovative accounting systems capable of providing the required information
concerning the business’ financial status and position. The importance of using
accounting systems is well documented in academic studies, For instance, Putra
(2019) contends that accounting systems are essential for making rational decisions
essential for boosting business performance. Cheng (2018) asserts that benefits like
having improved internal control and the application of modern business
management practices are some of the key advantages businesses can obtain from
using accounting systems. A study by Gamayuni (2019) shows that accounting
systems have been and still continue to play an instrumental role in corporate
governance and auditing as they enhance auditing effectiveness and efficiency.
Nevertheless, not all companies find it easy and affordable to use accounting systems.
This is because the decision to use accounting systems is influenced by several factors
such as company size, the nature of transactions, and the business activities involved
(Mihadi, 2019). This is a common feature, especially among Small to Medium
Enterprises (SMEs) because some of them only have fewer transactions of smaller
magnitude to account for and hence, might find it not important to adopt accounting
information systems (Othman & Saud, 2015). As a result, they may opt to use manual
systems that they will find as cost-effective and possibly less complicated to use. SMEs
are defined as businesses that have between 10 to 50 employees and revenue inflow
between USS100 000 and USS 3 000 000 for small businesses and 50 to 300
employees and revenue inflow between US$3 000 000 and USS 15 000 000 for small
businesses (Abdullah & Othman, 2019; World Bank, n.d in International Finance
Corporation?).

The researchers observed similar issues in Kurdistan and hence, attempt to explore
further the reasons influencing the application of accounting systems in SMEs. The
motivation behind this study is guided by the following problems;

YInternational Fiance Corporation (n.d). Assessing Private Sector Contributions

To Job Creation: Ifc Open Source Study. Available at
https://documentsl.worldbank.org/curated/en/602291468183841622/pdf/819960BRI0OMeas00Box3
79851B00PUBLICO.pdf.
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1) Lack of related studies exploring concerns regarding the application of accounting
systems in SMEs in Kurdistan.

2) To identify which accounting systems are preferable and used by SMEs in
Kurdistan.

3) To identify factors influencing the application of accounting systems in SMEs in
Kurdistan. Notably, regarding factors like business activities, ease of use, cost,
reporting, and security (Mihadi, 2019).

4) The lack of attempts to find the required measures needed to promote the
application of accounting systems by SMEs.

Given the above, four mentioned research gaps, this study, therefore seeks to find
ways of improving the adoption of accounting systems matching the situational
context and needs of SMEs.

The study offers several significant theoretical and practical benefits. Firstly, the study
improves understanding regarding the theoretical implications of accounting systems
in business. Secondly, it serves to enhance awareness about accounting systems and
how small businesses can benefit from using accounting systems. Thirdly, ideas
provided in this study are crucial for designing specific accounting systems that match
the Kurdish business environment as well as meeting the needs of SMEs.

2. Literature review

The theoretical aspects of this study are based on propositions provided by the
Technology Acceptance Model (TAM) of information systems as a base for building
arguments concerning the application of accounting systems by SMEs. This is because
the TAM contends that there are specific factors that influence the adoption and
acceptance of technology in an organization (Fatah, N. A., 2021). Proponents of this
theory consider the TAM as an information systems theory that models how users
come to accept and use technology (Lee, Kozar & Larsen, 2003; Marangunic & Granic,
2015). It is in this regard that this study’s arguments are established and suggestions
are inferred that there are factors influencing the adoption and/or application of
accounting systems by SMEs. The TAM considers that individuals’ attitudes and
behavior towards new technological systems are influenced by a combination of
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factors such as perceived ease-of-use (PEOU). Hamad, H. A. defined PEOU as "the
degree to which a person believes that using a particular system would be free from
effort" (Hamad, H. A.,2021). That is, if the technology is easy to use, then the barriers
are conquered. If it is not easy to use and the interface is complicated, no one has a
positive attitude towards it. Secondly, the TAM asserts that perceived usefulness (PU)
is the extent to which a person believes that using a particular system would enhance
their job performance. Though PEOU and PU are essential determinants influencing
the application of accounting systems, there are various factors not captured by the
TAM. Such factors were disclosed in Mihadi’s (2019) study as encompassing business
activities, costs, and, reporting and security features. Hence, the study contributes to
the existing literature by combining ideas proposed by the TAM and Mihadi to build
a conceptual model that will be used in addressing the identified empirical gaps.
Building on (Yaba, T. K, 2021) ideas highlighting that SMEs are limited in terms of the
number of employees, business activities, size, and revenue inflows, we argued that
the application of accounting systems is positively linked to these activities. This aligns
with’s study findings denoting that the need for accounting systems and programs by
smaller businesses hinges on the amount and nature of business activities
undertaken. As a result, the greater the perceived business activities, the more
businesses will apply accounting systems. Therefore, this study extends Yaba’s ideas
and applies them to analyze the application of accounting systems by SMEs in Erbil,
Kurdistan, where academic coverage is still in the infancy stages. Thus, the following
hypothesis will be used for accomplishing such a purpose;

e Hai: Perceived business activities have a significant positive influence on the
application of accounting systems.

According to the TAM, businesses will adopt any form of a technological system when
its perceived ease of use is relatively high (Marangunic & Granic, 2015). The same
notion applies to accounting systems and an improvement in their ease of use will aid
in removing complexities demanding more time, effort, training, and costs.
Alternatively, improvements in accounting systems perceived ease are important for
addressing complexities, expensive, time, training, and effort demanding challenges
associated with accounting systems. Purwati and Suparlinah (2017) contend that the
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ability to deal with such challenges is responsible for causing an increase in the
application of accounting systems by business organizations. The ability to deal with
such challenges is responsible for causing an increase in the application of accounting
systems by business organizations. As a result, the effect was illustrated using the
following hypothesis;

e Hz: Accounting systems' perceived ease of use has a significant positive
influence on the application of accounting systems.

Costs are a major obstacle that hinders business performance as they consume a
sizeable chunk of the business’ profits. Hence, a business will avoid incurring costs in
the best way possible by reducing activities or related expenses. The TAM’s
propositions and related studies depict that the application of accounting systems will
decrease when they adopted expensive accounting systems (Maharseni, 2018;
Mihadi, 2019; Purwati & Suparlinah, 2017). This denotes a negative interaction
between accounting systems costs and the application of accounting systems that can
be represented by the following hypothesis;

e Hs: Accounting system costs have a significant negative influence on the
application of accounting systems.

Studies evidently suggest that accounting systems serve to improve the reporting of
financial information (Mihadi, 2019; Romney, Steinbart & Cushing, 2015). In other
words, they consider that the essence of using accounting systems is to report
information about the business operating activities. Other studies regard accounting
systems as instrumental for specifically reporting the business’ performance and
financial status (Susanto, 2013). However, it remains vital that businesses will adopt
accounting systems that enhance their reporting capability and obtain a better insight
into the business and strategically implement rational decisions (Khan and Nawzad,
2019). This evidently shows the positive influence of accounting systems reporting
features on the application of accounting systems expressible in the form of a
hypothesis as follows;
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e Ha: Accounting system reporting features have a significant positive influence
on the application of accounting systems.

It is interestingly evident in various studies that accounting systems security is
essential for curbing fraud (Mihadi, 2019; Romney, Steinbart & Cushing, 2015;
Susanto, 2013). Accounting information has to be stored in secure places that are out
of reach of unauthorized individuals and free from manipulations of any source. Such
is an instrumental aspect of auditing and hence, the application of accounting systems
will presumably increase following an improvement in their security features. It is in
this regard that we propose a hypothesis highlighting the influence of accounting
systems security on the application of accounting systems by SMEs as follows;

e Hs: Accounting system security features have a significant positive influence
on the application of accounting systems.

After having established the connections linking the application of accounting
systems in SMEs with perceived business activities, perceived ease of use, accounting
systems costs, accounting systems reporting features, and accounting systems
security features, we used the formulated hypotheses to develop a conceptual model
shown by Figure 1.

Perceived business activities

Perceived ease of use

Application of accounting
systems

Accounting systems costs

Accounting systems reporting

g

Accounting systems security

Figure 1: Conceptual framework
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The independent variables (perceived business activities, perceived ease of use,
accounting systems costs, accounting systems reporting features, and accounting
systems security features) effects on the dependent variable (application of
accounting systems) are shown by arrows stretching from right to left. The concept
forms a foundation for developing an econometric model capable of analyzing such
effects. Hence, the next section looks at the applied procedures used to conduct this
study and arrives at the necessary study conclusions and suggestions.

3. Research methodology

Given the inadequacy of empirical studies analyzing both the influence and
magnitude of effects posed by factors influencing the adoption of accounting systems
by SMEs, adopting a multiple regression approach was highly desirable. Furthermore,
such was crucial in testing the influence of business activities, ease of use, costs,
reporting, and security on the application of accounting systems by SMEs in Kurdistan.
Such a method and the identified variables were still yet to be applied to address
accounting issues faced by businesses in Kurdistan. Hence, this denotes the study’s
originality as the findings are tailored for such a country and come when other studies
are focusing on developed economies like India (Mihadi, 2019) and a few African
countries like Kenya (Mwangi, 2011).

3.1 Research approach

The study applied a quantitative approach, which by definition involves numerical
analysis where data is collected, classified, and then computed for specific findings
using a set of statistical methods (Watson, 2015). Consequently, a multiple regression
analysis was used in examining the determinants of applying accounting systems in
SMEs as related studies used a deductive approach and were yet to model the related
effects (Karagiorgos, Alexandra, Ignatious & Katsi, 2020; Katsi, 2015; Mihadi, 2019;
Mwangi, 2011). The reasons for using multiple regression analysis in this study were
guided by ideas provided by Kleinbaum, Kupper, Nizam, and Rosenberg (2013)
contending that regression analysis is essential for analyzing the effects of
independent variables on a dependent variable. Additionally, the second reason was
to analyze the magnitude of impact between the application of accounting systems
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and its underlying factors (see Uyanik & Giiler, 2013). It is to the authors’ knowledge
that such attempts have not been made before, especially in the context of SMEs in
Kurdistan.

3.2 Data analysis procedures

Given ideas suggesting that factors like business activities, ease of use, cost, reporting,
and security are notable determinants influencing the application of any accounting
system (Hamza, P. A, 2022), our study sought to test the validity of such notions in the
context of Kurdistan” SMEs. As a result, we presumed that the application of
accounting systems (AAS) is a function of perceived business activities (BA),
accounting systems perceived ease of use (EU), accounting systems costs (CO),
accounting systems reporting features (REP), and accounting systems security
features (SEC) and this was expressed as follows;

AAS = F(BA, EU, CO, REP, SEC) ...ttt st (1).

Regression analysis precepts were introduced into expression (1) resulting in the
following model;

AAS =0 + B1BA + B2EU + B3CO + BAREP + BsSEC + LL...uvveeeeeiirieecciieeee et e (2).

Where a is the constant, B1 to Bs,and W is the error term. Additionally, descriptive
statistics in the form of mean and standard deviation were used to analyze the model
variables. Pearson correlation coefficient test was applied in analyzing the correlation
between the variables AAS, BA, EU, CO, REP, and SEC. meanwhile, Cronbach’s alpha
test was used in determining the reliability of the constructed model variables.

After having outlined the connections or relationships between the application of
accounting systems (dependent variable) and the independent variables (accounting
systems perceived ease of use, accounting systems costs, accounting systems
reporting features, and accounting systems security features), Figure 1 was used to
diagrammatically express such linkages. This resulted in the formulation of the related
hypotheses denoting the expected impact. Table 1 provides a summary of the
variable type, expected impact, and supporting studies.
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Table 1: Summary of the variable type, expected impact, and supporting studies

Type of Variable Expected Supporting studies
variable impact
Dependent Application of
variable accounting systems -
(AAS)
Perceived business Mihadi’s (2019)
activities (BA) (+)
Perceived ease of use (+) Purwati and Suparlinah (2017
(EV)
Independent (-) (Maharseni, 2018; Mihadi,
variables Systems costs (CO) 2019; Purwati & Suparlinah,
2017).
Systems reporting (+)
features (REP) (Mihadi, 2019; Romney,
Accounting systems (+) Steinbart & Cushing, 2015;
security features (SEC) Susanto, 2013)

3.4 Data collection

A questionnaire was used in collecting the required data and the questionnaire was
developed using related empirical studies (Mihadi, 2019). The variable AAS was
composed of 8 items, while BA had 7 items, EU=9 items, CO=6 items, REP=8 items,
and SEC=8 items. Additional ideas were introduced to ensure that the questionnaire
is capable of addressing contemporary research concerns thereby enhancing its
validity. A focus group involving 4 SME managers was used to test the designed
guestionnaire and both individuals indicated their total satisfaction with the research
instrument’s ability to gather the required data. Both the dependent variable and
independent variables were measured using a 5-point Likert scale (1=strongly
disagree, 2=disagree, 3=not sure, 4=agree, 5=strongly agree).

3.4 Population and sampling procedures
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The study opted to use convenience sampling in determining the study sample
because of the lack of contemporary statistics about the number of SMEs in Erbil.
Hence, the application of sampling methods suitable for dealing with problems
affecting the effective determination of appropriate sample size is called for (see
suggested arguments by Etikan, Musa & Alkassim, 2016). Moreover, the existing
structural problems posed by Covid 19 made it difficult to reach a wide number of
SMEs as some of them did not have access to online platforms. Therefore, we selected
a convenient sample of 200 SMEs in Erbil and the questionnaires were randomly
distributed to ensure that each of the SMEs had an equal chance of being selected
(Etikan & Bala, 2017).

4. Results

4.1 Demographic analysis

196 questionnaires were collected back from the issued 200 questionnaires. The
employee respondents were composed of 103 male employees and 93 female
employees and 44 respondents had no educational qualifications, 33 had diplomas,
89 employee respondents had bachelor’s degrees, and 30 employees had master’s
degrees. 78 SMEs were operating food retailing businesses, 48 computer and
hardware stores, 23 transport businesses, 17 clothing businesses, 18 marketing
businesses and 12 restaurant businesses (see Table 2).

Table 2: Demographic analysis results

Variable Description Frequency Percentage

Gender Male 103 52.55
Female 93 47.55
Total 196 100
No qualification 44 22.45
Diploma 33 16.84

Educational qualification | Bachelor’s degree 89 45.41
Master’s degree 30 15.30
Total 196 100
Food retailing 78 39.80
Computer 48 24.49

Type of business Transport 23 11.73
Clothing 17 8.67
Marketing 18 10.65
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Restaurants 12
Total 196 100
Number of employees Medium-sized (50-500) 59 30.10
Small (10-50) 137 69.90
Total 196 100
Revenue Medium sized 43 21.94
(USS$3 million < US$15 million)
Small 153 78.06
(US$100,000 < USS$3 million)
Total 196 100

30.10% of the were classifiable under the adopted World Bank definition of medium
enterprises according to the number of employees ranging between 50 to 500
employees. 69.90% were classified as small enterprises because they had a total
number of employees between 10 to 50 employees. On the other hand, relatively
different results were obtained when revenue was used to classify the SMEs. That is,
43 medium enterprises had annual revenue inflows of between USS$3 million and
USS15 million while 153 small enterprises using revenue had annual revenue inflows
of between USS3 million (see Table 2).

4.2 Descriptive analysis

Mean and standard deviation values were computed to obtain a better description of
the variables’ distribution and responsiveness. The computed statistics show that
there was a relatively high consensus gravitating toward the application of accounting
systems (mean=4.125) and business activities (mean=3.615) compared to ease of use
(mean=2.247), cost (mean=1.849) reporting (mean=1.458), and security
(mean=1.573). This possibly suggests high concerns among the SMEs regarding the
application of accounting systems and the nature of their business activities
compared to other factors. Additionally, the findings show that the variable’s
application of accounting systems and business activities were highly responsive as
noted by their high standard deviations of 1.113 and 1.088, respectively. Low
responsiveness was observed on the variables ease of use, cost, reporting, and
security as reported by their low standard deviation values of 0.766, 0.165, 0.689, and
0.413, respectively.
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Table 2: Descriptive analysis
Mean Standard deviation

Application of accounting systems 4.125 1.113
Business activities 3.615 1.088
Ease of use 2.247 0.766
Cost 1.849 0.165
Reporting 1.458 0.689
Security 1.573 0.413

4.3 Correlation coefficient test

We applied the Pearson correlation coefficient test to analyze correlations between
the application of accounting systems, business activities, ease of use, cost, reporting,
and security. Foremost, the application of accounting systems was positively
correlated with all the variables (Corr. AAS = 0.846; Corr. BA=0.533; Corr. EU =0.533;
Corr. CO =0.617; Corr. REP =0.812; Corr. SEC = 0.491). This implies that improvements
in any of these factors will possibly be associated with similar increases in the
application of accounting systems in SMEs. Secondly, the established results depict
that all the factors (BA, EU, CO, REP, SEC) were positively correlated with each other.
Thus, improvements in any one of the factors will be linked with improvements in the
other factors. Lastly, high correlations were observed between AAS and BA (Corr. =
0.846) AAS and REP (Corr. =0.812), and AAS and CO (Corr.=0.617) entailing those high
significant improvements were linked with BA, REP and CO compared to other
variables (see Table 3).

Table 3: Correlation coefficient test

AAS BA EU co REP SEC
AAS 1
BA 0.846* 1
EU 0.533* 0.123* 1
co 0.617* 0.488* 0.734* 1
REP 0.812* 0.118* 0.630* 0.570* 1
SEC 0.491* 0.375* 0.129* 0.414* 1

AAS=Application of Accounting Systems, BA=Business Activities, EU=Ease of Use, CO=Cost,
REP=Reporting and SEC=Security

*and ** Denote correlation is significant at 1% and 5% significantly respectively.

4.4 Reliability analysis results

1105




QALAAI ZANISTSCIENTIFIC JOURNAL

A Scientific Quarterly Refereed Journal Issued by Lebanese French University — Erbil, Kurdistan, Iraq
Vol. (7), No (2), Summer 2022

LFU ISSN 2518-6566 (Online) - ISSN 2518-6558 (Print)

Cronbach’s alpha values exceeded 0.70 and this implies that the variables AAS (0.812),
business activities (0.826), ease of use (0.833), and security (0.783) were highly
reliable, while the variable costs (0.721) and security (0.783) were relatively reliable.

Table 4: Reliability results

Cronbach’s alpha

Application of accounting systems 0.812
Business activities 0.826
Ease of use 0.833
Costs 0.721
Reporting 0.882
Security 0.783

Overall model Cronbach’s alpha value 0.810

The overall model had an alpha value of 0.810 and this implies that all the model
variables were highly reliable in providing answers related to the application of
accounting systems by Kurdistan’s SMEs (see Table 4).

4.5 Accounting systems used by SMEs

The SME respondents were asked through the provided questionnaires which type of
accounting system they use for accounting purposes. The application of accounting
systems among the SMEs was 24% Desktop QuickBooks Accounting, 1% Xero
Accounting, 1% FreshBooks Cloud Accounting, 6% Wave Accounting, 17% Sage 50
Accounting, 8% other, and 43% were not using any accounting system (see Figure 1).
This depicts the study gap and efforts were subsequently placed to determine the
factor influencing the application of accounting systems in SMEs. This probably
resonates with the nature of business activities, ease of use, cost, reporting, and
security factors, especially when related to the number of employees and annual
revenue inflows. Related studies also support this observation and show that
implementation and maintenance costs are key limiting factors undermining the use
of AlIS (Mihadi, 2019; Purwati & Suparlinah, 2017).
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® QuickBooks Accounting. ...

= Xero Accounting. ...

= FreshBooks Cloud Accounting. ...
Wave Accounting. ..

W Sage 50 Accounting

m Other

m None

Figure 1. Accounting systems used by SMEs

4.6 Regression analysis

The decision to apply is motivated by the need to examine how each of the identified
five factors influences the application of accounting systems in SMEs. Additionally,
this was inspired by the importance of identifying the magnitude of impact between
the variables (Uyanik & Giiler, 2013). The findings showed that an increase in
perceived business activities undertaken by the SMEs causes them to apply
accounting systems as evidenced by a positive relationship of 0.872, which is
significant at 1% as shown in Table 5. Supporting studies show that this is because an
increase in the intensity of activities requires accounting systems capable of
enhancing accountability, recording, and processing of effective (Marangunic &
Granic, 2015; Mihadi, 2019). Hence, the application of accounting systems becomes
a huge necessity. Thus, hypothesis 1 asserting that perceived business activities have
a significant positive impact on the application of accounting systems was accepted
at 1% (see Table 5).

The findings show that accounting systems' perceived ease of use has a positive effect
on the application of an accounting system of 0.213. This aligns with propositions
given by Purwati and Suparlinah (2017) showing that improvements in the ease of
using accounting systems enhance the application of accounting systems. This also
aligns with propositions suggested by the TAM that individuals’ will develop positive
attitudes and behavior towards new technological systems when it is free from effort
and enhance their job performance (Marangunic & Granic, 2015). This is because ease
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of use reduces both the complexity of using accounting systems, the training and time
required to use the accounting systems. Therefore, we accepted hypothesis two
outlining that accounting systems' perceived ease of use has a significant positive
influence on the application of accounting systems.

Table 5: Regression analysis results

B Std. Error Beta t Sig.

(Constant) 0.080 0.193 0.417 0.678

BA 0.872 0.067 0.790 13.047 0.000*

EU 0.213 0.059 0.244 3.593 0.001**

co -0.474 0.208 -0.414 2.279 0.001**

REP 0.027 0.060 0.019 0.450 0.655

SEC 0.371 0.223 0.352 1.664 0.101

Dependent Variable: Financial reporting credibility
Notes: * = significant at 10%, ** = significant at 5% and *** = significant at 1%.

An increase in accounting systems costs by 1 unit can be seen as having a significant
negative effect on the application of accounting systems by 0.474. This aligns with a
previous study by Purwati and Suparlinah’s (2017) denoting that an increase in
accounting systems acquisition and installation costs dissuade businesses from using
such systems as such costs may reduce company profits. With the size of the SMEs,
additional costs that can reduce profitability are undesirable and thus, demotivate
them from using accounting systems. Therefore, we accepted hypothesis three
asserting that accounting system costs have a significant negative impact on the
application of accounting systems.

Improvements in accounting systems reporting and security features have
insignificant positive effects of 0.027 and 0.371, respectively. This can be supported
by Romney, Steinbart, and Cushing’s (2015) established findings highlighting that
improvements in reporting and security features of accounting essential are essential
for auditing purposes as they avert fraud. Hence, SMEs are inclined to apply
accounting systems with better reporting and security features so as to improve
accountability and integrity as well as the quality of the reported financial information
(see also Mihadi, 2019; Susanto, 2013). Alternative hypotheses four and five were
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rejected because of their insignificant influence on the application of accounting
systems (see Table 5). Given the established results denoting both the relationship
and impacts between the application of the accounting system and its determinants
(BA, EU, CO, REP, SEC), a summary of the accepted and rejected hypotheses is shown
in Table 6.

Table 6: Summary of the hypothesis results

Null hypothesis (Ho) Regression result Decision
Perceived business activities have a significant positive 0.000 Reject H:
influence on the application of accounting systems.
Accounting systems' perceived ease of use has a significant 0.001 Reject H1
positive influence on the application of accounting systems.
Accounting system costs have a significant negative 0.001 Reject H:
influence on the application of accounting systems.
Accounting system reporting features have a significant 0.655 Accept Hi
positive influence on the application of accounting systems.
Accounting system security features have a significant 0.101 Accept H1
positive influence on the application of accounting systems

Conclusion

The study aimed to identify factors influencing the application of accounting systems
among SMEs. Such was necessitated by significant empirical concerns about the
identification of the exact factors influencing the application of accounting systems in
SMEs in Kurdistan. The application of AIS significantly affects companies and its
application offers substantial benefits to companies like SMEs. Notable benefits
linked to the application of AlS include improved financial reporting quality, sound
auditing, and corporate governance practices. However, the adoption and/or
application of accounting systems are subject to the influence of essential factors.
Firstly, the greater the companies’ perceived business activities, the greater the
chances of such companies adopting accounting systems. Related evidence
supported such findings and this is attributed to an increase in burdens posed by the
huge amount of time and effort to enhance accountability, recording, and processing
of financial information. This is possible because of the increase in burdens posed by
the huge amount of time and effort to enhance accountability, recording, and
processing of financial information. Therefore, adopting accounting systems serves to
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reduce both the burden and complexities of handling vast business activities and
financial information.

Secondly, an improvement in accounting systems' perceived ease of use reduces both
the complexity of using accounting systems, the training and time required to use the
accounting systems. This observed effect is similar to what has been established in
previous related examinations. Nevertheless, this is an important feature or factor
some companies, especially SMEs may lack the necessary skills and resources to use
the required accounting systems. Therefore, the availability of accounting systems
that are easy to use encourages more companies to adopt accounting systems.
Thirdly, the study results have provided novel ideas about how costs influence the
adoption of accounting systems by SMEs. As such, it has been proven that accounting
systems acquisition, installation, and maintenance costs hinder the adoption of AIS
by SMEs. This is because acquisition, installation, and maintenance costs tend to
reduce company profits, and hence, companies may avoid adopting accounting
systems so as to keep profit levels high.

Fourthly, accounting systems security proves to be an insignificant aspect in
determining the adoption of accounting systems by SMEs. Chances of committing
fraudulent activities in SMEs can be below because it can be easy to discover cases of
fraud to due low transaction volume. Related studies support such propositions and
highlighted that SMEs have low transaction volumes compared with large companies.
Hence, their concerns to have accounting systems with improved security features
can be lower.

Lastly, our findings depicted that improvements in accounting systems reporting and
security features are instrumental auditing aspects contributing to reinforcing efforts
aimed at reducing corporate fraud. This implies that SMEs benefit substantially from
applying AlS and these benefits extend to include several benefits linked to auditing
and good corporate governance practices.

There are several vital theoretical and practical contributions embedded in this study.
Firstly, the study outlines and emphasizes the importance of addressing key issues
affecting the use of accounting systems not by business organizations. Secondly, it
lays a framework upon which the determinants of accounting systems can
theoretically be examined in various business contexts either small or large. Ideas
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provided in this study are instrumental for improving auditing and corporate
governance aspects, and financial reporting quality in SMEs.

Based on the above-given conclusions, the following recommendations will be made
so as to provide ideas necessary for developing new and effective accounting systems
capable of enhancing financial reporting quality;

e |tisimportant for companies to introduce training and development programs
so as to improve their employees’ knowledge and understanding of
accounting systems. Additionally, this will in turn results in increased
efficiency and productivity, and financial reporting outcomes.

e SMEs are encouraged to apply cost minimization and revenue maximization
strategies to guard against the increase in costs posed by accounting systems
acquisition, installation, and maintenance costs.

e Accounting systems developers must develop accounting programs that are
easy to use and are specifically designed to cater for the needs of SMEs.
Furthermore, such developers are encouraged to develop accounting
programs with improved security and auditing features so as to prevent
corporate fraud. Such efforts are vital for improving accountability, integrity,
and the quality of the reported financial information.

Nevertheless, the study was limited to the application of accounting systems in SMEs
and hence, its findings are not generalizable to large business organizations.
Furthermore, actual SME statistics are essential for determining the appropriate
sample sizes and should be used in future studies. It is also important to cover other
regions as the study was confined to SMEs in Erbil, Kurdistan.
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