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ABSTRACT

The role of using information technology on increasing the
efficiency of modern managerial accounting methods In

Industrial companies in Iraq

This study aimed to identify the role of using information technology to increase
the efficiency of modern management accounting methods in industrial
companies in Iraq, The study uses a combination of qualitative and quantitative
methods to analysis data collected from Iraqgi business enterprises, and to
achieve this goal the descriptive analytical approach was followed to suit the
nature of the study, as a scientific questionnaire was designed and distributed to
the study community, which is the most important and largest companies By
using the random sampling method, 100 questionnaires were distributed to a
community to study and 84 questionnaires were retrieved The data were
collected and entered into Statistical Package for Social Sciences (SPSS) version
25. A series of data analysis methods were applied to test the data and test the
validity of the proposed hypothesis and the tested hypothesis resulted in the
acceptance of the idea that using has a significant positive effect of increasing
the efficiency of the activity-based costing method, just-in-time, continuous
improvement, and target cost methods, Hypothesis suggesting that there is no
positive statistical significance between the uses of information technology in

increasing the efficiency of the total quality management method.

Keywords: information technology, modern managerial accounting methods,

Industrial Company.



Oz

Irak'taki endustriyel sirketlerde modern yonetim muhasebesi
yontemlerinin etkinligini artirmada bilgi teknolojisi kullanmanin

roli

Bu calisma, Irak'taki sanayi sirketlerinde modern yonetim muhasebesi
yontemlerinin etkinligini artirmak ic¢in bilgi teknolojisini kullanmanin rolinu
belirlemeyi amaglamaktadir.Calisma, Irakli ticari isletmelerden toplanan verileri
analiz etmek icin nitel ve nicel yontemlerin bir kombinasyonunu kullanmaktadir
ve bu amaca ulagsmak i¢cin En 6nemli ve en buylk sirketler olan galisma
topluluguna bilimsel bir anket tasarlanip dagitildigindan, ¢alismanin niteligine
uygun olarak tanimlayici analitik yaklasim izlendi. Rastgele érnekleme ydntemi
kullanilarak bir topluluga 100 anket dagitildi. calisma ve 84 anket alindi Veriler
toplandi ve Sosyal Bilimler istatistik Paketi (SPSS) sirim 25'e girildi. Verileri test
etmek ve dnerilen hipotezin gecerliligini test etmek igin bir dizi veri analiz yontemi
uygulandi ve test edilen hipotez sonuglandi kullanimin énemli bir olumlu etkiye
sahip oldugu fikrinin kabuli Faaliyet bazli maliyetlendirme yontemi, tam
zamaninda, surekli iyilestirme ve hedef maliyet yontemlerinin etkinligini artiran
hipotez, toplam kalite maliyetleme yonteminin etkinligini artirmada bilgi teknolojisi

kullanimlari arasinda pozitif bir istatistiksel 6nem olmadigini 6ne slren hipotez .

Anahtar Kelimeler: bilgi teknolojisi, modern ybnetim muhasebesi yontemleri,
Endustriyel Sirket.
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INTRODUCTION:

The industrial companies operating in Iraq suffer from many obstacles represented by
the closure of the crossings, the blockade, the security situation inside Iraqg, and the
wars that Iraq witnessed, which led to an increased need for accurate information
sources and scientific administrative tools that help the management in making

production and investment decisions.

As managerial accounting provides many services to manage companies in a business
environment, to contribute to the achievement of its goals, and these services are not
limited to accounting methods only, but also include financial and economic concepts
and statistical quantitative methods to help the tasks of management in achieving them,
their goals
As managerial accounting contributes to providing the necessary assistance to
managers to assist them in carrying out their duties in terms of planning, monitoring,
evaluating the performance and making of various decisions, through the analytical and
detailed information that is created through the daily process of the data resulting from
the organization's practice of its activities. (Arora, 2009)

Management accounting has witnessed many stages of development as a result of
many economic, political, legal, and social factors which can be classified into two basic

stages:

1. Thetraditional management accounting method stage: which extended from
the nineteenth century to the seventies The last century, and one of the
prevailing features of a business environment at that stage, was that it was
characterized by little production Diversity, having a long life cycle, with reliance
on manual work in the production, which caused higher costs and more time and
effort; Also, the requirements of the customers to obtain On goods and services

that were also limited based on their basic needs, Which was clear and easy to
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predict in the future Besides, the prevailing technology is stable, And that the
markets were dominated by a local character with limited competition and
competitors could predict trends, (Al-Hussein, 2001) Among the traditional
management accounting methods are the actual costs method, the standard
costs method, the deviation analysis, the planning budgets method, and the
discounted cash flow method (Sabah, 2008).

2. The stage of modern management accounting methods: This stage was
characterized by the emergence of many modern methods as a result of the
rapid developments that occurred in the business environment, such as the
spread of computer technologies, and the increase in competition between
organizations, producing products or providing services of the highest quality
and lowest cost (Abu Hadaf, 2013), In light of contemporary administrative
trends, whose features began to appear since the end of the last century and
their dimensions crystallized with the beginning of the current century, many
approaches and administrative methods have appeared that have contributed to
adding a new thought or approach to managing and developing current
companies. Among these methods: total quality management method (TQM),
target cost method (TC), continuous improvement (CI), just in time production
(JIT), activity-based costing (ABC), In addition to other approaches and
administrative methods that have been developed in the current period to
confront the new global reality, and to deal with the problems and changes that
have occurred; So that companies can improve their performance to support and
maintain the achievement of their main objectives and increase their

competitiveness.

Technology has become a basic requirement of the times and has become an interfere
in most fields. Information technology is a major engine for the development of science

and represents great support for various sciences and life activities.

And management accounting has great importance in providing the necessary
information to assist departments in making decisions and planning, and controlling
operational activities and estimates of costs and revenues related to the operation that
assist in the process of preparing budgets Planning, development of management

accounting data presentation tools is an important and necessary requirement,
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Information technology has a great contribution to improving and raising the efficiency
of the enterprises ’activities because they improve the quality of products and reduce
the associated costs. Information technology also plays an effective role in assisting
senior management in making effective decisions and drawing future plans and

strategies for the organization (saraj, 2017)

Based on the above, it became clear to us that management accounting helps in the
success and continuity of companies with different activities if it is used efficiently, and
that there are many advantages of technology that helps managerial accounting and

industrial companies.

Therefore, this study came to recognize the role of information technology in increasing
the efficiency of modern management accounting methods which representing as
following: total quality management method (TQM), target cost method (TC),
continuous improvement (Cl), just in time production (JIT), activity-based costing
(ABC).

The problem of the study:

The problem of the study is how to use information technology as part of the accounting
information system to activate and increase the efficiency of the modern management
accounting method in the real life of industrial companies because previous studies
revealed a gap between scientific development and Methods of managerial accounting
and the continued dominance of traditional management accounting methods over

modern management accounting methods.

the reality of their application in practical life In the industrial companies so this study
came with the search for information technology, for its importance, role, and impact on

modern managerial accounting methods.

Despite the multiplicity of previous studies that dealt with management accounting
methods, most of them were done in a descriptive way to present the administrative-
accounting methods applied in practice without trying to identify linking these methods
with other variables to identify their impact and the extent of their impact. The impact of

these variables on industrial companies in Iraq
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The researcher believes that there is a necessary and urgent need to use information
technology and apply it to modern managerial accounting methods in industrial

companies in Iraqg.

This study came to know the role of using information technology on increasing
efficiency Modern management accounting methods represented by Continuous
Improvement Method (Cl), Total Quality Management Method (TQM), Activity-Based
Costing Method (ABC), just in time (JIT), and target cost method (TC) in industrial
companies in Irag, Which, in turn, sheds light on the most comprehensive modern
management accounting methods Its information and its importance in making
decisions, and the need for its use and investment by companies And the effect of using

information technology on the efficiency of these methods.

Importance of the study:

The importance of a study to know the extent of the role of information technology on
the use of modern management accounting methods that there are general benefits for
using information technology in that it increases the effectiveness, efficiency, and high
quality of information needed by industrial companies and in addition to its ease of
access, because information technology affects the improvement of the level of

decision support For management accounting

And to make accountants, administrative accountants, managers, and workers in
industrial companies in Iraq aware and understand the necessity of using information

technology on the modern methods of administrative accounting.

And another important role of information technology in increasing the efficiency of
modern management accounting methods in industrial companies in Iraqg, which allows
the possibility of providing industrial companies with observations and appropriate

evaluation that will help them to perform their work in a business environment

Making the management of industrial companies shed light on the role of information
technology on increasing efficiency methods Modern management accounting, which
makes the performance, planning, and work of a company much easier by saving time,
cost, and accuracy of the information, which in turn reflects positively on companies’

control of costs.
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Access to statistically significant results on the subject of information technology and
its role in increasing the efficiency of modern management accounting methods in
industrial companies, and the possibility of generalizing this to the rest of the sectors,
which in turn helps other sectors in performing their work.

The objectives of the study:

Therefore, this study seeks to achieve the following objectives:

1. Knowing the role of information technology in industrial companies in Iraq in
increasing the efficiency of modern management accounting methods,
represented by: “Total Quality Management Method, Continuous Improvement
Method. Just in time production method, the activity-based costing method, the
specific target cost method

2. Recognizing the importance of using modern management accounting methods
in business companies.

3. ldentify the role and importance of information technology in developing the

performance of business companies.

Conceptual framework of the study:

figure 1: conceptual framework of the study



Study hypothesis:

There is a statistically significant role between the uses of information technology in

increasing the efficiency of modern management accounting methods in industrial

companies, as this hypothesis has been devoted to the following hypotheses:

1.

There is statistical significance between the uses of information technology in

increasing the efficiency of the total quality management method.

There is statistical significance between the uses of information technology in

increasing the efficiency of just in time method.

There is statistical significance between the uses of information technology in

increasing the efficiency of the activity-based costing method.

There is statistical significance between the uses of information technology in

increasing the efficiency of the continuous improvement method.

There is statistical significance between the uses of information technology in

increasing the efficiency of the target cost method.

Research Question:

1.

What is the role of the use of information technology in industrial companies on
increasing the efficiency of the method of continuous improvement?

What is the role of using information technology in industrial companies on
increasing the efficiency of the total quality management method?

What is the role of the use of information technology in industrial companies on
increasing the efficiency of the cost-based approach to activities?

What is the role of the use of information technology in industrial companies on
increasing the efficiency of just in time method?

What is the role of the use of information technology in industrial companies on
increasing the efficiency of the target cost method?



CHAPTER ONE
LITERATURE REVIEW

1.1 Introduction

This chapter places focusing on reviewing detailed insights about the underlying study
concepts together with the theoretical underpinnings the chapter also analyses related

literature.

Information technology facilitates doing business through technology and software. It
collects data, processes it, and submits it to management to make appropriate
decisions Strategic and investment planning for the company.

The company decides on the most appropriate source of funding and tries to maintain
or approach it from the so-called target financing structure; For Access to Intrinsic Value
Maximization (Brigham, 2011)

Managerial accounting helps the management of the facility in solving existing
problems, identifying potential expectations under the prevailing conditions, and
working to control costs and reduce them to a minimum. The application of
management accounting methods and tools aims to provide the required data and
information for the administration to plan, control, evaluate performance and various
management decision-making processes, so that: Leads to the best use of obtainable
economic resources, through the application of various managerial accounting methods
(ibrahim, 2008).

The role of management accounting can also be traced back to the use of management
accounting to develop and evaluate strategies and formulate long-term plans in other
words, organizational strategies are developed and evaluated using the information
provided by the organizational managers. These strategies are market development,

growth, survival, or sustainability (Zyznarska-Dworczak, 2018).



1.2 introductions to management accounting:

Administrative accounting plays an important and prominent role in the main functions
of management, represented in planning, monitoring, performance evaluation, and
decision-making. Therefore, management accounting uses several methods to provide
decision-makers at various levels in the organizational structure of the economic unit
with information and is appropriate for decision-making, whether routine or non-routine
(Al-Daour, 2008).

and Hamad says with the many developments in the modern manufacturing
environment and the drastic changes that resulted from it, the traditional management
accounting information has become insufficient and unsuitable for companies, and the
management accountant has to deal with new concepts, methods, standards, and tools
(hamad, 2003).

This was confirmed by the International Federation of Manufacturing (CAM) in the two-
stage study in each From the United States and Britain, which concluded that traditional
management accounting cannot provide information that supports decision-making in

the new manufacturing environment (Howell A. and S. Soucy, 1987).

Which created a perspective for the management accountant job, where recently it is
seen that the manager is the consumer for the information provided by the management
accountant, and therefore the accountant has to provide what he desires Director of
information about the product or service, taking into account that this information is
characterized with quality and quality, and that was in the right time. This led to viewing
management accounting as a recipe for success for units in the opinion of the
economic, anyway of the nature of its activity; (Waldron, 2007) believes that accounting
methods Management provides decision-makers with what enables them to maintain a

competitive advantage

There is no hesitation that managerial accounting plays a main role in the management
of organizations in light of the rapid development as a result of the important changes
that the modern business environment is witnessing, due to its positive repercussions

on the efficient and effective performance of activities (Shenqgar, 2009).

Management accounting worked to address these global developments in the economy
and began to provide information and data that would assist in drawing up and

developing future policies, Administrative accounting also helps, through its various
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methods, to rationalize and improve the investment decision and administrative
decision in its various aspects, and it has helped improve the quality of various
decisions It also assisted in the effective planning, making and setting of appropriate
and appropriate policies that would greatly assist in achieving the goals and ambitions

of the company (Baraka, 2012).

From the above, it is clear that practicing management accounting methods
appropriately is considered more suitable for companies looking to continue and
survive, achieve competitive advantages, and increase market share, in markets

characterized by constantly changing economic information.

1.3 Definition of modern management accounting:

Despite the multiplicity of definitions of managerial accounting, no agreed general
description of accounting Management has been reached (scapens, 1991). The
development of the concept of managerial accounting can be discovered through:
Following up the change in the definition of management accounting formulated by

some accounting bodies as follows:

1. Management Accountants Institute: which focuses in its definition of
management accounting on the informational aspect provided by managerial
accounting, while managerial accounting as defined in the year 1981 as: The
process of classifying, measuring, collecting, analyzing, preparing,
understanding and communicating the financial information used by
management, for planning and evaluation and control the company, and confirm
the suitable use of resources, and accountability for them. The Management
Accountants Institute defined it in the year 2008 as: “The profession that includes
participation in administrative decision-making, planning and evaluation of the
presentation of administrative systems, and management with information to
contribution it in building and implementing the company’s strategy (IMA, 2008).
The change in definition highlights the development in the information role of the
accountant the administrator through his transformation from a mere information
collector to a decision-maker by making him a member of the company's
strategic team.

2. The Chartered Institute of Management Accountant, (CIMA): In 1987 it provided
a definition of management accounting It stated: “The provision of information

obligatory by management for various purposes such as building policies
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Planning, control, and evaluation of alternatives. (CIMA, 1987) While
reformulating the definition of accounting in the year 2005, it was defined as:
“Apply principles of managerial and financial accounting to create, protect and
increase value for stakeholders in both for-profit and non-profit companies in the
public and private sectors (CIMA, 2005). This highlights the development of
management accounting to become the closest concern of top management with
an emphasis on competency, strategic planning and value creation.

3. (IFACs): which defined management accounting in the year 1989 as: “The
process of identify, measuring, compiling, analyzing, preparing, understanding
and communicating the financial and operational information used by
management for planning, evaluation and control within companies, and
ensuring the use Optimization of resources and accountability for them.
"Whereas in 1998 he defined it as: “That part of the administrative process that
focuses on adding value to the company through obtaining resources and using
them effectively.” A comparison between the two earlier definitions shows the
evolution of the managerial accountant's role from the decision-making role to
the planning and strategic role (IFAC, 1998) .

4. Hilton defined management accounting as "the process of identifying,
measuring, analyzing, interpreting and communicating financial and non-
financial information to achieve the organization's goals" (Hilton, 2008).

5. Al-Ramahi defined managerial accounting as "a branch of accounting
specialized in identifying and measuring Collecting and analyzing data to arrive
at financial and non-financial information that the management can use to use
In the work of planning, control and decision-making (Al-Rumabhi, 2009).

6. Administrative accounting is considered an integrated financial system, though
it is concerned with the processes of collecting, tabulating, and summarizing the
available information to benefit from it in setting and drawing future policies that

enable related parties to benefit from it (Baraka, 2012).

The researcher believes that management accounting defined as “an information
system that provides management with financial and non-financial information that

enables the administration to achieve its goals through methods that help the
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administration to measure the reality of its business, predict it and make better

decisions.

1.4 The emergence and development of management accounting:

The term managerial accounting appeared in 1950 when the Anglo-American Council
for Productivity Adequacy formed a team called the Management Accounting Team,
and this team visited some industrial companies in the United States of America. For
the accounting information in a way that helps the management to set policies and
conduct the day-to-day operations of the organization, and also recommended that the
cost accountant make a greater effort to identify management problems and technical
operations in the company, and focus his efforts in providing information that leads to
rationalizing the management policy And increase its decision-making ability (Al-Fadl,
2007).

Administrative accounting has gone through stages of development imposed by
environmental conditions, and management accounting has responded to these
developments because its data sources are accounting and economic that accepts
guantitative analysis and behavioral interpretation. Mathematical and statistical
methods and the electronic operation of the data give a huge possibility for managerial

accounting.

The development of management accounting at present means the development of the
quality and quality of information that the facility management needs at the present time
to assist managers at various administrative levels within the organization in making
decisions that fall within the areas of planning, organizing, directing, distributing
resources, performance evaluation and control. Several factors have contributed to the

recent development of management accounting (hars, 2004).

1- The intensity of competition between companies of different types and fields of
work as a result of the market opening up to each other. The tremendous
technological revolution in the fields of communications, electronics, and
information technology, and rapidly

2- The desire of every company to achieve the optimum utilization of available

resources in a way that contributes to achieving its goals and maximizing profits.
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Attention to quality to satisfy the consumer as a result of the continuous and
rapid change in consumer tastes. Many companies have adopted a
comprehensive quality control system.

The administration's resort to using new administrative methods, and practices
those are efficient and effective on the one hand and keep pace with the external
environment and the conflicting variables therein on the other hand.

1.5 The stages of managerial accounting development:

The Financial Management and Managerial Accounting Committee was interested in

those developments that occurred in the methods of management accounting, as it

issued a research paper entitled (concepts management accounting) It includes

presenting the development and change of management accounting in the form of four
stages (IFAC, 1998).

1-

The first phase (pre-1950): it focused on cost setting and financial control
through the use of budgets and cost accounting methods.

The second phase (from 1950-1965): the focus changed from costing and
financial control to Providing information for planning and administrative control
purposes through the use of some methods such as accounting Responsibility
and analyze of decisions

The third phase (from 1965-1985): the focus shifted to reducing the waste of
resources used in the facility through the use of process analysis and cost
management methods

The fourth phase (from 1985 - until now): in which the interest in management
accounting moved to Generating or creating value over the efficient use of
resources by using methods that rely on examining factors that add value to the
customer and stakeholders in the company

1.6 Objectives of management accounting.

Management accounting contributes to improving the quality of administrative decisions

through the appropriate information that it provides, as management accounting drives

to achieve the following objectives:

1-

Providing the necessary information that the project manager needs to take
various administrative decisions and carry out planning and future policy-making

processes.
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Assist managers in directing and controlling the company's operations.
Evaluate performance and ensure the efficiency of workers in achieving goals at
lowest possible cost

Evaluating the firm's competitive position and working with the rest of the
management team to ensure the continuity of the company's competitive
advantage in the long run.

Measuring the performance of responsibility centers.

Contributing to making investment decisions and planning the necessary funds
and controlling them to ensure the achievement of appropriate profits.

Work to motivate managers and employees in a way that serves the
achievement of the company's objectives, through financial analysis of
deviations and their evaluation and the extent of accuracy in the delivery of

information at the cost and appropriate time to its users (hars, 2004).

1.7 Features of management accounting:
As for the features of management accounting:

o Management accounting is directed at serving internal parties, as it
focuses on preparing reports for internal users (management).

o The spirit of management accounting is measurement and
communication, as measurement contains the measurement of future
values. In addition to the actual values, the measurement is financial and
non-financial, while the information is communicated to the management
within the company

o The goal of managerial accounting is to assist as the tool in practicing its

several functions of planning and making decisions (HabibAllah, 2015).

1.8 The stage of the need for modern managerial accounting methods:

After Second World war, a lot of deficiencies appeared in the information provided by

traditional cost systems, as a consequence of successive changes in the environment

surrounding industrial facilities, the most prominent of which was the emergence of the

new world order, whose most important features are the following set of dimensions :

(Joudeh, 2001).

1- Shifting from limited and simple technology to high and complex technology.

2- The control of information on various areas of life
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The globalization of the economy, as the world has become a small village in which
distances converge and cultures merge, and from which the influence of
geographical and political borders and restrictions diminish

Globalization of trade, as freedom of trade, has become a slogan that everyone
adopts and strives to achieve.

Global competition, which will be imposed on the current production systems and
those that are, expected, created in the future.

Global investment opportunities, which led to the emergence of multinational
companies

The development of communication systems, and the transmission and circulation
of information, from local and global information networks.

The increasing importance of the consumer and the dominance of the philosophy of
marketing orientation as a basis for production.

The emergence of international quality standards and systems known as the "ISO"

series of international standards for quality assurance systems.

These systems have influenced the concepts and procedures of cost accounting and

management accounting in the following aspects: (Abdulrahman, 2004).

e Low direct labor cost.

Increased labor and indirect costs.

e The absence of a direct relationship between the volume of production and the
human labor component, which led to a low percentage of variable costs, which
is almost limited to the material component.

e Automatically increasing the cost of equipment, and then increasing the fixed
cost.

e Increasing quality levels, as a result of relying on mechanical elements without
human intervention, and thus the need for measures and indicators to control
quality.

e Low stock levels, as a result of scheduling and automatic handling of raw
materials and production in progress.

e The continuous support for improving and developing quality requires a set of

measures and indicators that measure quality so that they have the same

importance and status as financial measures.



15

In light of these contemporary administrative trends, whose features began to appear
since the end of the latest century at the start of the current century, many of the
approaches and administrative styles that contributed to the emergence of in adding a
new idea or approach to managing and developing existing companies, among these
methods are the following Target cost entry method and Activities- based costing
method and The total quality management method and Just in time method and

Continuous improvement method

1.9 Modern managerial accounting method
Here researcher focused on five modern managerial accounting methods which

represented as following:

1

Target cost entry method

N
1

Activities-based costing method

w
1

total quality management method

Just in time method

¢

Continuous improvement method

1.9.1 Target cost entry:

During the Second World War, a simple American idea called value engineering
appeared, and the value engineering method appeared in the American Electric
General Company as an organized engineering approach or method that seeks to
produce the product in light of a shortage of production elements from raw materials
and intermediate products. Practical trials have resulted in the possibility of producing
highly effective products then a method was developed to lead to the production of a
product with maximum competence and effectiveness while decreasing the cost of

manufacture to the lowest level.

Japanese industries took the American idea of value engineering and transferred it to
Japanese companies with the so-called dynamic cost reduction, and the production
planning system in the sixties of the last century, creating a new approach to cost
management known as the Cost Target. Japanese industrial firms have expanded the
basic concepts of value engineering into a targeted costing process, which aims to
produce an efficient and effective product with cost reduction and profit planning

(Mansour, 2008). Today, more than 80% of manufacturing in Japan, such as cars,
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electronics, consumer supplies, mechanical tools, and dyeing, use the target cost, and,
naturally, the greatest practitioners of the target cost are the leading Japanese
companies such as Toyota, Nissan, Sony, and many others, and so Japan was among
the first Whoever uses the target cost approach, because of its advantages in producing
a product with the highest efficiency and effectiveness while decreasing the cost of
production to the lowest level (Boer, 1999).

1.9.1.1The target cost concept:
Most definitions of target cost classify what occurs in competitive environment markets,

in which cost decrease is a necessary condition and component for profitability

(Atkinson A., 2004) Considers the concept of target costing as a method that reduces
costs in the initial stages of the product life cycle. The investigation and development
period and the design period is one of the methods that are strongly relied upon in cost
management through product life cycle costs.

(Horngren C., 2012) Describes the target cost as a long-term estimate of the unit cost
of the product or service that supports the institution, to achieve the target operating
income for the unit when selling at the target price, which is determined by subtracting

the target operating income for the unit from the target price.

Clifton defined Target costing as “a controlled process of recognizing and achieving the
full cost at which a proposed product must be produced with specific purposes,
presentation, and quality to achieve the desired profitability at the predictable marketing

price of the product over a specified period in the future (Clifton, 2004).

While (Bahar, 2012) defined it as: “An activity that aims to reduce the life cycle of new
products, while not forgetting the quality and client requirements, by investigative all
possible thoughts to reduce costs related to planning, research and development, and
design related to the product.

A researcher considers that the target cost can be defined as: “One of the methods of
strategic management accounting for the company that focuses on the strategy of price
excellence for the product by reaching a cost that matches the competitive price, while

ensuring quality to obtain customer satisfaction.”
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1.9.1.2 Characteristics of the target cost:
The target cost approach is considered a modern cost management approach and it

includes a set of characteristics, the most important of which are: (Kwah, 2004).

1. The target cost is applied in the improvement and design stage, as it differs from
the traditional cost management methods that are practical in the production
phase.

2. Target costing is a method of reducing costs and not a management method of
controlling costs

3. Target costing processes and procedures have several basic techniques used
because the primary goals of target costing include design and development
techniques

4. To achieve the target cost, cooperation between different departments is

required

1.9.1.3 Objectives of the target cost:
The most important target cost objectives can be summarized in the following: (Al-
Mutarna, 2008).

1. Determining the marketing price that achieves the market share for the
enterprise.

2. Determine the profit margin that the company seeks before putting the product
on the market.

3. Producing products with competitive quality that meet customer needs.

4. Achieve long-term management goals through profits and competition.

5. Reducing product costs to the extent that guarantees to achieve the target
profit and the desired price.

6. Monitoring the product life cycle in the inception to sale and after-sales

services.

1.9.1.4 Principles of target cost:

The target cost approach includes seven basic principles: (Hilton R. W., 2003).

1. Price-to-cost leadership: In order to get the target cost at which the product
must be manufactured, we must first determine the price at which the product
can be sold, and subtract the target profit from this price.
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2. Focus on the client: The administration should know the customers'

preferences, reactions, and the price that suits them.

3. Emphasis on product design: The most important component of target cost is

design engineering, where engineers must design the product in a way that

able to be produced within the target cost range.

4. Focus on the design process: In order to create the product highest possible

efficiency, this means examining all aspects of the production process. All

these aspects must be designed according to the target cost of the product

5. Cross-functional teams: Industrial the product within target cost limits requires

the use of a diverse team of disciplines, and from different departments of the
company, such as specialists in marketing and sales research, design
engineering, production engineering, production scheduling, processing,

material handling and cost management

6. Cost life cycle: When determining the target cost, analysts must pay attention

to the importance of taking into account all costs related to the manufactured
goods life cycle, as the traditional accounting system focuses on costs during
the production stage only, and does not pay sufficient attention to the rest of
the costs related to the product.

7. Orientation of the value chain: Efforts have been made to eliminate costs that

do not add value to reduce the planned cost because occasionally, the

planned cost may exceed the target cost.

1.9.1.5 Target cost advantages:

The main advantages of target cost estimation are:

It enhances the top-down obligation to process and product improvement to
reach some competitive advantages.

It assistances in creating market-driven administration for the enterprise to
design and manufacture products that meet the price required for market
achievement.

The administration control system is used to support and enhance
manufacturing strategies, and to identify market chances that can be renewed
into real savings to reach the best value for money instead of just reaching the

lowest cost.
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e Ensures products better match the needs of their customers.

e Balances feature costs and customer willingness to pay for them.

¢ Reduces the product improvement cycle.

¢ |t reduces manufacture costs significantly.

¢ Increase teamwork among all internal organizations associated with conception,
marketing, planning, development, industrial, selling, distribution, and
installation.

e To design the right product, it engages customers and suppliers and integrates
the entire supply chain more effectively (archna, 2020).

1.9.1.6 Requirements for successful implementation of the target cost:
(Gagne M. and R. Discenza, 1995) Believes that companies with certain characteristics
can reap the most benefits from applying the target cost approach and from these

characteristics

e Companies whose product life is diverse.

e Companies that depend on automated equipment and computers for their
industries and services.

e Companies that have good experience with products with a short life cycle.

e To rely on development systems to reduce costs, both during the development
and design phase, as well as during the life cycle of the product.

e That it also relies on some administrative tools and systems such as the
immediate production policy, as well as Total Quality Control, and Value

Engineering.

In addition to following the continuous improvement of services, while maintaining the
guality of the product and service, relying on computerized programs to process data,
and obtaining information in the required time and speed, all of this is a requirement for

success in applying the target cost.

1.9.2 Activities based costing system:

The activity costs system is considered a major and new development in the field of
cost accounting, as interest in it appeared in the last two decades, as this system aims
to distribute the costs of the company's economic resources to its activities, including

on the products or services it provides. (Al-Rajabi, 2010)
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The International Confederation of Industry Companies (1-CAM) defines the ABC
system as an approach that measures the cost of performing actions, resources, and
cost objectives, in that it distributes the cost of resources to activities, distributes the
cost of activities to cost objects, depending on their use, and distinguishes causal
relationships between activities. The cost drivers are the products or services
(Rebischke, 2005).

James also defines an activity costing system as a way of measuring costs, their
purposes, and the presentation of activities where costs are allocated to activities based
on their use of cost sources, and then costs are allocated to their purposes based on

the amount of their use of activities (james, 2006).

CIMA, the Chartered Institute of Management Accountants, describes activities based
on costing as a method to estimating and controlling the costs of activities that include
tracking resource consumption and the cost of final outputs. Resources are allocated
to activities and activities to cost objects based on consumption estimates. The latter

uses cost drivers to associate activity costs with output (Edwards, 2008).

The activity-based costing system able to be defined as: “as a system that loads each
activity of the company with its costs, to enable management to define the chain of
costs that the product is going through and that is the possibility of planning to reduce

costs, and thus better product pricing and stronger competition.

1.9.2.1 The stages of implementing the activity-based costing system:

There are four basic phases to implementing the activity-based costing system, and

these are listed by (Cooper, 1998) as follows:

1. Determine the main activities in the company.

2. Determine the drivers cost reasons that significantly affect the cost of the activity and
directly determine how the activity requests the cost

3. Create a cost base for each activity, and track costs by activities according to the
capacity of activities that consume those costs

4. Cost allocation to products: This is based on the causal relationship between cost,

activity, and products
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1.9.2.2 Reasons for switching to an activity-based costing system:

Maybe one of the main factors that encouraged the change towards the ABC system is
(Al-Daour J. , 2004).

1. Manufacturing development and the use of technology, which led to the organization
of the production cycle based on arranged logical phases and not according to the
processing and organization of individuals

2. The increase in indirect manufacturing costs and the sharp decrease in the cost of
direct wages, as a consequence of the multiplicity of products that required the
appearance of new production jobs, such as re-engineering production processes,
investigation and development, as well as continuous training, which in turn led to a
rise in indirect costs of more than (50%) of the total cost, while direct wages
decreased by (5-10%)

3. The appearance of strong competition, whether in the local market or at the level of
global markets, imposed on companies the need to work to reduce the cost through
the multiplicity and diversity of products and the search for new markets for their
products while keeping complete quality

4. Cost accounting is no longer maintained for product stock pricing, but new objectives

have emerged by supporting management decisions

1.9.2.3 Factors for the success of implementing an activity-based costing
system:
(Al-Daour j. , 2008)

e Supporting high-ranking management

e Combination with other competitive strategies such as Total Quality
Management and Timing

e Performance evaluation

e Providing appropriate training for ABC system designers, implementers, and
users

e Determining the technical features in the system such as the type of programs

that are suitable for the development of the systems on their own
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1.9.2.4 Advantages of using an activity-based costing system:

The use of an activity-based costing system has several advantages, including
(Dergham, 2007).

1

O-

Finding accurate product costs, meaning that the costs of the products that we
obtain using the activity-based costing system are more accurate than the costs
of the products that we obtain from the traditional system.

Improvement in controlling indirect costs. This would improve the determination
of responsibility for those costs and thus increase the effectiveness of control
over it

Make better management decisions because the cost is determined more
accurately, especially pricing decisions

Effective use of the corresponding principle by not assigning the costs of
research and growth that relate to the following financial periods to the costs of
the present period.

activities based costs by reducing the time and effort required to implement the
activity its helps to reduce costs.

The costing system based on the activities make available a set of non-financial
presentation measures through indicators to measure the causes of cost, such
as measuring cost, time, and quality

The activity-based costing system effectively impacts pricing decisions by
accurately determining product costing

Rise the positive view of the role of accountants in production administration and
the areas of decision-making

Assist in preparing planning budgets based on activities.

1.9.2.5 Disadvantages of using an activity-based costing system.:

According to (Dergham, 2007) there are several disadvantages of the activity-based

costing system

High costs related to obtaining cost data for different activities
The use of an activity-based costing system does not eliminate the problem of
random distribution of indirect costs.

More difficult to apply compared to the traditional system
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e Combining homogeneous businesses in one activity and using one cost operator
would contradict the ability of the cost operator to accurately track economic
resources.

e The cost of unused surplus energy is not charged to specific products or services
but is treated as a period cost

e The activity-based costing system excludes the kinds of costs associated with
specific products because they cannot be allocated to products or services such
as product research and development costs.

e The costing system based on activities still uses some of the judgment
foundations that depend on the size in allocating some costs to departments,

products, or services, such as building costs such as rent, insurance, and others.

1.9.3 Total quality management:

One of the important matters that industry has focused on in the past two decades is
"quality". Additional subjects are cost and delivery. Quality is extensively regarded as a
necessary component of business success in today's competitive market. Quality
mentions meeting the requirements and expectations of customers. It is important to
know that quality is about more than just a properly effective product, as quality
mentions certain standards and the ways and means by which these standards are
reached, kept, and improved. Quality is not just about products and services. It is a
congenital component of any part of doing things with a high degree of excellence. For
example, business achievement depends on the quality of decision-making.

Ravi defined total quality management is a management method for an organization,
focused on quality, which relies on the sharing of all its participants and aims to achieve
long-term success through client satisfaction. It benefits all members of the organization
and society (Ravi. Raj Labh, 2017).

Where (Alwan, 2005) believes that the concept of total quality management includes a
philosophy of an integrated intellectual approach that depends on satisfying
consumers, as the most important goals that the company seeks in the long term,
through Responsibility is a collective between management and employees for
continuous improvement of all activities, and at the level of The company as a whole. It

is a management approach that requires the full commitment of senior management,
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as the focus is on the quality of performance in all aspects and various specializations

in the company.

(Weygandt J., 2012) Defined Total Quality Management: as systems that seek to
reduce Defects of finished products to reach a level without defects in the final output,
whether it is a product and improving all dimensions of service and this is what Crosby
called the term ((Defect Zero)) components in the product's value chain, intending to

satisfy the customer and win new customers.

A researcher believes total quality management is an administrative philosophy through
which the management seeks to exploit all its existing material, human and information
resources with great efficiency, in a complete coordination of all its components, and
with the participation of all in implementing its strategy, to achieve continuous and

renewed customer satisfaction, and to acquire new customers.

1.9.3.1 Principles of Total Quality Management:
1. Customer requests - (both internal and external) should be fulfilled first time &
Every-time
Everyone should participate
Systematic two-way communication should be promoted
Determining training needs and providing them for workers
Senior management requirement is a must
Every single job should add value
Remove waste and decrease total cost

Improving creativity

© © N o 00 b 0N

Emphasis on teamwork (Ravi. Raj Labh, 2017)

1.9.3.2 Elements of Total Quality Management.

The elements of a comprehensive quality management system are represented as
follows (Abu Hashish, 2012).

e Focus on customers: where the desires and demands of the customers
represent the main motivation that drives and directs all the organization’s
systems, taking into account that those desires are renewed and developed, and
they need to be tracked, observed and met, and that this has a positive

relationship with profitability.
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Achieving excellence: where quality is one of the most important elements of
achieving excellence for an organization.

Continuous improvement: by reducing the activities that do not add value to the
product or service, and replacing them with activities that increase the value for
them.

Attempt to prevent operation errors: This means trying to reach a high level of
comprehensive quality without any defects.

Teamwork: in cooperation between all officials as well as those working in

various activities and coordination between all administrative levels

1.9.3.3 Objectives of Total Quality Management:

(Al-Saggaf, 2005) considers that the main goal of implementing a complete quality

management program in business enterprises is: (developing the quality of products

and services with a decrease in costs and reducing period and wasted effort to increase

the service provided to customers and achievement their satisfaction) and this goal of

quality includes the third Important main benefits are:

1-

Reducing costs: Quality requires correctly doing the correct things within the first
time, and this means decreasing damaged products or re-processing them, and
then reducing costs.

Decreasing the time required to complete the tasks for the client: the ways that
were set at the beginning of the company to accomplish Services to the
customer-focused on achieving and monitoring objectives, and as a result, these
procedures were implemented. It is long and inflexible in many cases, which
negatively affected the client

Achieving quality: by rising products and services that are wanted by the
customers. Lack of attention to quality leads to an increase in the time
performance and completion of tasks, an increase in monitoring work, and then

an increase in the complaints of the beneficiaries of these services
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1.9.3.4 Benefits of Total Quality Management:

There are tangible and intangible benefits of total quality management (Ravi. Raj Labh,

2017).
Tangible benefits Intangible benefits

e Improving product quality e Improving employee participation

e Improving productivity e Improving teamwork

e Lower costs of quality e Improving business relationships

¢ Increase the market and customers e Improving client satisfaction

e Increase profitability e Better communication

e Reducing employee complaints e Enhancing career interest
¢ Enhancing problem-solving ability
e A better image of the company

Table 1: Benefits of Total Quality Management

1.9.3.5 Stages of implementing total quality management:

After conducting an overview of the company and getting acquainted with its

organizational structure, the process of implementing TQM goes through five

successive stages as follows (Jablonski, 1991).

1-

Preparation: It is a phase of preparation and preparation for the implementation
of Total Quality Management, determining the extent of the need to implement
this system and determining the goals and resources required for its
implementation, and in which the objectives and terms that must be met are
determined.

Planning: in which detailed plans are drawn up, approved, and the necessary
resources provided.

Appraisal and evaluation: evaluating the company's ability to apply total quality,
the purpose of its application, the extent to which employees accept it, and the
results of its application to customers.

Implementation: in which implementers are selected and trained.

Exchange and diffusion of experiences: in it, the experiences and successes

achieved are invested.

Jablonski (1991) emphasized the need for these stages to be preceded by the

identification of the current organizational structure of the company, and for these

stages to be carried out according to a timetable that specifies the start and end date
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of each phase, and the following figure shows the stages of the application of total
quality as seen (Jablonski).

Over Fifth stage
view

Fourth stage Exchange and diffusion of
experiences

Third stage .
Implementation

Secondstage | ,,nraisal and evaluation

First stage )
Planning

Preparation Timetable

figure 2: Stages of implementing total quality management

1.9.4 Just in time production system:

Due to the technological developments that accompanied the productivity process, and
the increase in competition in the markets, customers' expectations of obtaining high-
quality products at low costs increased, which imposed on companies the need to
reduce the cost of their products, improve their quality, and increase the efficiency of
the performance of their customers, satisfy them and, naturally, manufacturers have to
expect The future request for their products, to facilitate the production process easily
to meet this request on the one hand, and to employ workers with high efficiency, on
the other hand, to decrease production costs to obtain the maximum possible incomes
(Garison R., 2012).

According to (Jumaa, 2011) the just in time production system is: one of the modern
production systems that aims to implement a production system without stock, which
leads to reducing the stock of raw materials, production in operation, and complete

production to a minimum or eliminating the stock completely

As for (Jamal, 2005) they defined the production system on time as: “That system In
which every part of the product is produced by one of the operating cells on the
production line at the same moment when the next cell is needed and ready to receive
it.
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According to a researcher, the timely production system can be defined as “a method
that reduces inventory costs and risks to a minimum, by producing goods upon request,

and selling them at the same moment.”

1.9.4.1 Characteristics of just in time:

The on-time production system has several characteristics, including (Sheikh, 2000):

e Deleting all activities that do not add any value to the good or service.

e Focus on a high level of quality.

e [Focus on continuous development.

e Simplify activities and processes; to identify the sources of waste and loss and
remove them.

¢ Increase the sense of responsibility among workers.

e Maintaining a certain level of production.

1.9.4.2 Advantages of the just in time System:

The timed production system focuses on controlling total industrial costs, and its
implementation leads to a significant reduction in industrial costs, including (Jamal,
2005).

¢ Reducing the size of the stock and the amount of money invested in it

e Reducing transportation and inventory treatment costs.

¢ Reducing equipment setup costs, leading to a decrease in the total cost of
production.

e A decrease in the number of damaged and lost units based on the application of
the comprehensive quality management system.

¢ Increased sales income as a consequence of faster response to clients.

Under a timely production system, everyone contributes to production to achieve the
factory's goals that reflect the results of reducing industrial costs and increasing
profitability. Also, the implementation of the production system on time effectively

contributes to the economic savings that the traditional systems cannot achieve.
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1.9.4.3 The objectives of just in time production system:

As this system seeks to achieve many goals, but there are major goals that managers
seek to achieve from using this method, which are summarized as follows (Al-Hussein,
2001):

¢ Eliminate surplus production, as production is on demand.

¢ Eliminate wait time, initialize and restart time.

e To eliminate defective production.

e Reducing inventory to a minimum level (to zero).

e Focusing on productive processes only and minimizing unnecessary

movements.

1.9.5 Continuous Improvement-Kaizen:

The continuous improvement approach is considered as a performance development
goal that seeks to maximize the consumer benefit by working to reduce the cost, so it
is mainly related to the operational aspects of the enterprise within the concept of the
continuous improvement approach. Therefore, the concepts of continuous
improvement mentioned in the accounting literature have varied (Zomlot, 2013).

The continuous improvement method is defined as “the persistent pursuit of improving
performance, improving quality and decreasing costs to a minimum to meet consumers’
desires, satisfy their ambitions, and achieve a competitive advantage for the

organization and thus increase its market share (Izzat, 2010).

"Kaizen" mentions to a Japanese term for "improvement” or "change for the better."
Kaizen is defined as a continuous effort by each employee (from the CEO to the field
staff) to confirm that all procedures and systems are optimized in a specific organization
(Prachi Juneja, 2020).

The continuous improvement method can be defined as “a method based on consumer
satisfaction with the quality of the product and on reducing production costs to a
minimum in a way that does not affect the quality of the product and improves the

competitive advantage of the company.”

1.9.5.1 Continuous improvement objectives:
The main goal of continuous improvement technology is to reach full mastery, through

continuous improvement in production processes, which needs great efforts to reach
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this goal, because by achieving it a strategic goal is achieved, which is to achieve a
competitive advantage by reducing costs, improving quality and satisfying a customer.

The goal of continuous improvement is a moving goal through

1- Satisfying customer needs is a moving goal by continually improving

specifications according to customer needs.

2- Continuously reducing costs to keep its competitive advantage, which is also a

moving goal through Adopting a defect-free production policy

(Turney P. and B. Anderson, (1992),) Believe that continuous improvement aims to

achieve excellence in the following areas

e Excellence in manufacturing: This can be achieved by reducing stock levels,
increasing the quality level, and reducing delivery times, or responding quickly
to consumer demands.

e Excellence in design: This can be achieved through simplification of product
design and the possibility of improving production flow precisely and with
minimal disruptions and without excessive use of resources.

e Excellence in Marketing: This can be achieved through a good understanding of

consumer needs and meeting those needs effectively and on time.

As (Brimson.j, 1991) explained, several goals for continuous improvement are:

e Remove the activities that do not add value.
e Improving activities that add value.
e Quality improvement.

e Simplify activities.

On the other hand (Al-Jabali, 1994) indicated some continuous improvement

objectives, such as:

e To try to reduce the cost to the lowest possible level.
e Work to reach the highest degree of quality.

e Maintaining the continuous flow of production to ensure its timely completion.
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¢ Reducing inventory to the minimum possible and trying to reach production

status on time.

1.9.5.2 Benefits of Continuous Improvement:
Continuous improvement means that your commercial is all the time improving (Devra.,
2019).

Efficiency: In order to implement systems to get more work done in less time which
requires continuous improvement of work leading to continuous improvement in
efficiency, you save money on labor and increase client satisfaction by manufacturing

high quality product.

Engagement: Staffs who work in an environment in which they are estimated to make
continuous improvements care more about their work than staffs who are expected to
just show up and get the work done. Concerned staffs are satisfied staffs who stay with
your firm for the longest time and put the extra effort into client satisfaction and problem-

solving.

Client satisfaction: In order to be able to better meet customer needs, your products
and services must be continuously improved. Your offerings will have smaller amount
defects because your employees will devote time and effort to solving problems. These
efforts will be in part in response to client feedback, and their application will improve

the client experience.

Effective systems: To build good quality, the tools your company needs, continuous
improvement is part of the quality management efforts. Your business will put in place

systems to continuously evaluate and update its processes.

1.10 Introduction to Information technology:

The world today is experiencing an accelerating electronic technological revolution and
in a continuous regeneration, as information technology and electronic technologies
are considered an significant resource that is no less important than human and
physical resources, as the interest in information technology and the extent to which it
keeps pace with technological development has become a competitive benefit for
companies that make optimal use of the technology factor to achieve their goals,

mission, and vision (Mahmoud, 2016).
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Growths, which have occurred particularly in science and technology over the past
century, are continuing at a growing rate today. These changes have greatly affected
and continue to not only have an impact on the entire life but also the science of
business and management. All these developments and advancements create a more
competitive environment for the business world. In this ever-increasing competition
environment, managerial accounting has been affected by technological growths in
several respects, whether directly or indirectly. Initial changes include changing
financial structures as a result of the influence of development techniques of production
systems and thus changing financial systems. Especially since the changes that have
occurred in information technology (IT) during the past twenty years have significantly

reduced the costs of gathering and processing information (Saban & Efeoglu, (2012).

).

Information technology has a great role in achieving the organization’s goals and
supporting its competitive strategies, which made them depend on it and made it an
indispensable resource even if there is an efficient human resource (Mithgal Hammoud,
2011).

Information technology plays an important role in bringing about fundamental changes
in the processes themselves, which made them a major part of these processes, in
addition to enabling small enterprises to open communication channels with all the
parties that deal with them, and gave them sufficient flexibility to adapt to the
developments that occur, both in the operations themselves. Or on the external
environment, in addition to reducing costs by controlling inventory and orders, and
organizing transport and shipping operations. And all this depends on the ability of the
organization to employ the appropriate information technology for it and its operations
in proportion to the surrounding environment. (Shamri, 2013)

Whereas the large size of companies, the large volume of their data, and the
tremendous technological advancement, especially in the world of automated accounts,
made the use of computers in business companies an inevitable necessity that cannot
be ignored in an age in which information has become one of the most important
commodities, due to its tremendous ability to provide information with high speed and
high accuracy. ( Abu Ataiwi,2012)
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1.10.1 The concept of information technology:

Information technology with its advanced implements is of great position nothing has
affected human life since the Manufacturing Revolution just as information technology
has affected it, which has become essential in the lives of peoples, organizations, and
countries. What the world is witnessing in terms of rapid technological transformation
and the successive growths in the field of devices Computer, software, communications
equipment and their means, and this vast amount of information that raises and is
transmitted Easily (Wen Lin, 2011).

should be noted that there is no exact definition of the term information technology
practically and scientifically at the worldwide or local levels, due to the multiplicity of
environments and businesses created by information technology. Although it relies on
computers in all its stages, some believe that its use is the use of computer technology
(Jumaa, 2011).

1.10.1.1The most important definitions related to information technology:

e Design, implement, support, or manage computer-based information systems,
especially in the field of Application of software and physical computer
equipment, data processing and software packages, and communications And
networks of all kinds , .or its A group of technologies that contain means,
equipment, devices, and tools that can be handled with experience and skill to
obtain solutions in the field of information and knowledge production (Al-Tai,
2010).

¢ It was also defined as “those devices, equipment, methods, and means that a
person used and could use in the future in obtaining audio, video, and digital
information, as well as processing that information in terms of recording,
organizing, arranging, storing, possessing, retrieving, displaying, reproducing,
broadcasting and communicating it on time to its applicants It includes storage

and recovery technology and communication technology (Jassim, 2008).

e Information technology is also defined as a term that includes all aspects of
managing and processing information using a computer, including the hardware

and software required to access it (Fawzi, 1999).
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e They are the actions, procedures, and methods that the organization members
carry out to convert inputs into outputs using machines Technical tools (Enaam,
2007).

e Marwa defines information technology as a set of tools, equipment, procedures
and processes that are used to collect and store practical information. There are
some examples: coding, storage, analysis, programming, retrieval, data
transformation, and systems monitoring. Information technology also includes:

multimedia and communication, office automation (Marwa, 2020).

e Dave considered information technology as a tool through which information is
kept and processed within the system, in addition to including everything related
to computers, programs, communications, networks, databases, wireless and
websites. (dave, 2017).

Based on the previous definitions, the researcher sees from the above that information
technology is: computer-based technology and other advanced means of processing
data, which are obtained to achieve speed in processing, storing and retrieving,

transforming it into information, and sending it to users for timely decision-making.

1.10.2 The importance of information technology

The importance of information technology People in various business companies and
organizations always strive to work in a shorter time, better efficiency and productivity,
which makes information technology an important and needed means to reach their
objectives and develop their business day by day, as the need has become urgent to
do a lot of tasks at a time. Short to meet the requirements of global and local markets
in terms of services and goods. In the following, the importance of information

technology will be reviewed in detail:

1. Providing a set of tools, processes, and methodologies that assist the business
process and achieve the objectives of the enterprise such as programming,
storage, coding, data transfer, recovery, systems analysis, design and control,
as well as related equipment used to collect, process and provide information

and this is the content of the importance of information technology.

2. Protection of various valuable records in enterprises and Electronic storage.
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3. It helps to make the right decision about institutions because it provides the

necessary and important information and communication for decision-makers.

4. Protecting electronic information from hacking or removing it during a

technological disaster.

5. Decreasing employee workloads, ease of tracking projects, and checking

financial data.

6. Control over the permission to access information and data stored in the

databases, and the permission to amend, transfer, and delete them.

7. Remote access to the electronic network of the company or organization, so that

workers can work from home or anywhere else.

8. Facilitating communication between workers and the business world fast and
effectively through e-mail, video conferences, and internal chat rooms, without
necessarily having to communicate personally and here the importance of

information technology is evident in saving time and shortening distances.

9. Itis beneficial to integrate information technology into our business. Information
technology makes electronic storage systems to protect the valuable records of

our company (Niya, 2019).

10.The dependence of different businesses in the information age on information

technology.

11.The contribution of information technology to the increase in services and

products.

12.The effect of information technology on the success of various activities and

professions.
13.Increased need for information (Carlin, 2014).

1.10.3 The motives behind the spread of information technology:
Jassim puts a set of motives behind the tremendous spread of information technology
applications in organizations, whether productive or service, which can be summarized

as follows:
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1- Increasing productivity: productivity means the productivity of material and

natural human resources, examples of which are:

¢ Increasing the productivity of factory workers: Information technologies have
proven a great ability to reduce production and service costs by reducing

labor and saving raw materials.

¢ Increasing the productivity of office workers: - To increase the effectiveness
of communication between office employees and between management
centers and branches, as well as the speed of document production and

exchange.

2- Improving services: Technology has played a fundamental role in improving
existing services and creating new services that were not available before, and
in many areas, the most prominent of which are banking services, transportation,

communications ... and others.

3- Controlling complexity: All the data have proven that information technology is
the best and safer weapon that mankind defines in the face of the phenomenon
of extreme complexity, which is afflicting all aspects of modern life, and
information technology has provided practical means to besiege the
phenomenon of complexity, including Simulation models, systems analysis
methods, and data, and information technology has become a catalyst and

effective factor in solving many problems in the administrative environment.

4- Flexibility: Flexibility is the other side of the coin in terms of the phenomenon of
complexity and speed of change, during this huge amount of phenomena that
are difficult to predict, the factor of elasticity is considered a fundamental factor
to ensure the speed of adaptation of systems and their response to the many

variables and demands (Jasim, 2005).

1.10.4 Information technology benefits for managers and departments:

It is known that many people in this generation are those who do not master the foreign
language and the use and investment of information and because of the importance of
information technology, the benefits of technology for managers and departments will
be recognized including (Al-Agha, 2006).

1- Developing the skills of managers, employees, and investors for technology.
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2 - Reducing the size of the administrative apparatus and reducing costs.
3- Expanding and combing the communication network and devising new methods.
4 - Adapting to the changes as a result of the speed of science.

5- Sorting new and advanced styles of management.

1.10.5 Elements of using information technology:

Information technology elements can be identified as follows

1 - Accuracy of the used information: It expresses the ratio of correct information to
the total amount of information that is produced during a specific time, and it also means
the image it reflects The information is about reality, if the information is inaccurate, it
misleads the decision-maker and does not help him in a process Decision making The
degree of accuracy required in the information varies according to the time range
expressed by this information. If the information is future predictions, the degree of

accuracy decreases the further away it is addressed, and vice versa.

2-Suitability of software used: Computers are an essential part of our contemporary
era and cannot be dispensed with or ignored The companies 'dependence on
computer systems and software in performing their business has become a big matter,
especially since these systems have become effective indicators in achieving many
benefits that organizations should achieve due to the accuracy, speed and efficiency of
these systems. For organizations to do their work in the best way, it is necessary to
take into account their choice of programs that suit the requirements of work, and they
must also when choosing programs at work take into account the following: The

capabilities of workers to deal with these programs

3- Users' knowledge of computer systems and software: The knowledge of workers
in facilities with modern information technology and communication methods is an
important and necessary requirement for their ability to face the obstacles that the
facility may pass, so it is required for users and workers in the facilities to have the

following:

e Learn about modern technological methods and resources of

communication.
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e That the user can deal with modern technological methods.
e The pursuit of self-development and continuous technological development.

The knowledge of the beneficiaries and workers in the facilities of information and
communication technology is of great importance It is useful for them and helps them

in several things, including:
e Ease of exchanging information between company workers.
e Speed and accuracy in completing the tasks and jobs assigned to them.

e Giving them the ability to practice in the use of modern information technology

resources (Krishan, 2013).

1.10.6 Information technology infrastructure:

Information technology infrastructure is defined as the basic foundation for the
Information technology portfolio (including technical and human assets), which is
shared across the company in the form of reliable services, It is usually coordinated by
the Information Services Group (Marianne Broadbent, 1999).

The Information technology infrastructure is the backbone of any organization; it must
be carefully planned, operated, and maintained to ensure the effective functioning of

the organization. (www.rmg-sa.com)
The information technology infrastructure consists of the following

1. Data: It is the first basis for building the concept, without which the other foundations

cannot be launched.
2. Hardware: It is a tool for processing and storing data.

3. Software: through which data can be controlled, controlled, and math operations
performed and obtaining the required results and solving problems as needed and as

required.

4. Communications: it results from the development of infrastructure components and

is more like a medium.

5. Transportation: as it helps in the distribution and dissemination of data and its results.
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6. Networks: It is the result of the development of telecommunications.
7. The Internet: It is the latest component of the IT infrastructure (Dalahma, 2008).

1.10.7 Information technology risks:

Information technology risk is specifically defined as “anything that results in an error
or defect in a technology the information leads to a negative impact on the business of
the organization. Came the definition of the Association for Review and Control
Systems Information systems risk (ISACA) information is consistent with what |
previously identified as The possibility of an action or event that has a bad effect on the
organization and private information systems It means the possibility of abusing
weaknesses in the asset or group of assets, causing losses Or damage to assets
(Mustafa, 2011).

Of the many risks around the use of information technology in organizations classified

in this framework:

1. Human errors: These errors may result in the process of preparation, design, and
communication channels And computers that will work on implementing accounting
information systems or from programming or operations Systems testing and testing,
or when data is entered, processed, or retrieved, and these errors are formed A high
percentage of problems or causes related to the security of computerized accounting

information in Enterprise.

2. Computer crimes: The source of these crimes may be from persons inside the facility
or from outside, they penetrate accounting information systems using computers or

through various communication networks (Dalahma, 2008).

1.11 Previous studies

A study by (Saban & Efeoglu, (2012). ) Was conducted to determine the impact of
information technology on management accounting and management accountants in
iron and steel companies operating in Turkey. The study examines the technological
developments that led to changes in management accounting and the extent of these
changes. The study community consisted of (27) iron and steel companies operating in
Turkey, and the sample consisted of 15 companies. The study concluded that
management accounting has been affected by technological developments in many

aspects, whether directly or indirectly, and information technology has enabled
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management accountants to acquire new skills and change their roles at work The
study recommended the necessity of following up on the developments that take place
in technology in the coming years and their impact on management accounting. It also

recommended that accountants use technology more and more effectively

study by (Waweru, 2013) aimed to examine the effect of the following conditional
factors: “(competition, technological advancement, size and type of company) on
changing the management accounting systems of four retail selling companies listed
on the Johannesburg Stock Exchange in South Africa. The study depends on designing
a guestionnaire that was spread to the financial managers of these companies, in
addition to interviewing with them. The study concluded that there are important
changes in the management accounting systems of the four retail companies. These
changes included the increasing use of contemporary management accounting
practices, specifically the activity-based cost systems. This study also found that
increased competition and technological changes are the main factors that affect the
change in managerial accounting in the participating companies. The study
recommended the need to follow up on changes in environmental factors, especially
the advancement of technology, which could have a major impact on managerial

accounting

A study by (Abu Yusef, 2016) purposes to identify the effect of modern management
accounting methods on increasing investor confidence in public shareholding
companies listed on the Palestine Stock Exchange. The study depend on the
descriptive and analytical approach, and the published financial data of these
companies for the financial period for the year (2015) was used in addition to the field
study approach using the questionnaire as the main tool to collect the basic data for the
study, as the study population consists of data that responded to the financial
statements of 49 companies and 41 companies Responded One of the most important
results of the study is the presence of medium-level awareness among senior
management and decision-makers in public joint-stock companies listed on the
Palestine Stock Exchange regarding the application of modern managerial accounting
methods Among the most important recommendations of the study is the need to
develop awareness among managers of joint-stock companies, accountants, and
heads of departments on the importance of modern managerial accounting methods

and their role in growing profitability, which leads to increased investor confidence.
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study by (Al-Da'our, 2013) aims to measure the extent of the impact of using modern
methods of managerial accounting on Raise the credit efficiency of public joint-stock
companies listed on the Palestine Stock Exchange, by measuring the degree of the
practice of public shareholding companies listed on the Palestine Exchange. For
modern management accounting methods, by preparing a survey list that was
distributed to companies The public shareholding listed on the Palestine Stock
Exchange, and the number of responding companies reached (41) companies. With a
response rate of (42.85%), while the degree of credit efficiency is extracted from the
financial statements Published for those companies and private financial year (2011)
the results of the study were sufficient for the application of public shareholding
companies listed on the Stock Exchange the range of management accounting
methods ranges between (60-70%). The results also showed a statistically significant
relationship between the use of public shareholding companies listed on the Palestine
Stock Exchange For modern management accounting methods and the degree of

efficiency in companies

study by (Sumkaew N., 2012) aims to identify the justifications for practicing traditional
and modern managerial accounting methods in enterprises listed on the Thailand
Stock Exchange for the year 2012 using a field survey of 465 companies. The initial
results of this study presented that companies' confidence in traditional managerial
accounting methods has not changed from the time when the financial crisis in 1997,
and managers in these companies still gain their knowledge through practicing
traditional managerial accounting methods and avoiding practicing modern managerial
accounting methods because of: Lack of knowledge on the one hand, and their
followers are central management, and they try to avoid modern methods of uncertainty
about their results. This study suggested conducting comparative studies between the
uses of modern methods of management accounting with companies in countries of

different cultures.

A study by (Abdin, 2015) aimed to use achievement accounting as an entry point to
develop the cost system in light of recent trends in managerial accounting. The study
relied on the descriptive-analytical approach, and a questionnaire was designed to
survey the opinions of the sample members, where 60 samples were searched Among
the most important results of the study is that the management of Palestinian industrial

companies is working to achieve them, which is the integration of the cost system and
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achievement accounting to improve the system, reduce costs more seriously, and
provide sufficient and appropriate information for planning, monitoring and performance
evaluation purposes. Some difficulties and obstacles limit the development of the cost
system in Palestinian industrial companies in response to modern administrative
purposes. The higher management does not know the entrances to the new
developments and is not in line with technological variables for developing the cost
system and its importance and does not want to bear the costs of its development. One
of the most important recommendations of the study is the need to work on the
necessity to develop the cost system applied in Palestinian industrial companies and
update it to keep pace with modern technological developments and accelerate the

development of the manufacturing environment. Regionally and internationally,

a study by (Khalil, 2012) aims to introduce the target cost method as a modern costing
of the management method and its applicability and build a proposed model for the
application of this method The use of the case study method, where the study was
applied to a company in the Middle East that made medicines and cosmetics with
limited public participation in the Gaza Strip. One of the most important findings of the
study is that the target cost method plays an important role in limiting an effective
competitive environment. It helps to identify the products that have a real cost higher
than the target cost, which enables the company to review the costs of those products
and then work on the actual reduction to reach the target cost It also helps greatly in
the success of the new product development process One of the most important
recommendations of the study is the necessity for Palestinian industrial companies to
unify their energies to keep pace with global developments and to compete with foreign
products, whether in terms of quality or price, by re-evaluating the management
methods currently applied try to use the modern management accounting method more

to facilitate the work

study by (Ding, 2013) aims to highlight the development of managerial accounting in
the paper manufacturing enterprise in Scotland in the United Kingdom over more than
one hundred and fifty years to identify the factors affecting the development of
managerial accounting systems in that company. And a comprehensive review of the
facts gathered about the problem, the results of the study indicate that: The following
conditional factors: (technology and decentralized structures transformation,

competition, and academic qualification strategy) are impacting the development of
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management accounting systems for those companies, and thus they illustrate
developments in the company's managerial accounting systems. Among the most
important recommendations of the study is the need to work on developing awareness,
desire, and ability to use modern management methods and their applications, and
work to increase the awareness of officials in the corporate industry and to walk with
technological developments that occur in a business environment, and to the
importance of the role of modern management accounting. In providing them with the

appropriate information to plan and evaluate the performance of a company

A study by (Abu Hadaf, 2013) aims to shed light on the extent to which industrial
companies listed on the stock exchange have benefited from management accounting
methods in various administrative fields and to know which of the institutions is the most
common method between modern or traditional methods, and the study relied on the
descriptive-analytical approach. The purpose, and distributed to the heads and
managers of the financial affairs sector accounts and costs, financial managers, and
administrative accountants in the manufacturing companies listed on the stock
exchange. In Palestine, the response rate was (8.93%), and statistical methods were
used to analyze the responses of the respondents, and among the most important
results of the study: that the industrial companies listed on the Palestine Stock
Exchange use management accounting methods in various areas of planning, control,
performance evaluation and decision-making to a large extent using traditional
methods. In management accounting by industrial companies listed on the Palestine
Stock Exchange at a high rate, while the percentage of using modern methods in
managerial accounting is medium. The study also showed the use of modern
manufacturing technology to cope with a business environment and increase
competitiveness The study concluded with a set of recommendations, the most
important of which are: That the management of companies listed on the Palestine
Stock Exchange work to develop practices and methods of managerial accounting as
a whole, in line with modern management philosophies and competitiveness in the
business environment because of this positive impact on improving the company's
financial performance. In addition to the necessity to take into account the conditional
factors affecting the development of management accounting methods in the industrial

companies listed on the Palestine Stock Exchange and to use information technology.
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A study by (Judah, 2011) aims to identify the extent to which management accounting
methods are used in industrial companies in Jordan, and to know which of these
methods are the most common and where they are used, the study relied on preparing
a questionnaire to achieve the objectives of the study, and it was distributed to (81)
Jordanian industrial companies and correct responses were received on the statistical
analysis. From (57) companies the study concluded that the majority of industrial
companies in Jordan focus on using traditional managerial accounting methods. The
most common field for using accounting management methods in industrial companies
in Jordan was the goal of planning, followed by control and administrative decision-
making. The study also recommended the need for companies to pay attention to the
use of management accounting methods, especially modern methods, and to work to
increase the awareness of corporate officials of the importance of the role that modern
management accounting plays and the development of managerial accounting
departments. And attention to training and continuing education and the use of
information technology to raise the efficiency of management accountants and director

of departments in a company

A study by (Adler, 2000)was conducted on 165 industrial companies in New Zealand
to assess the extent to which these companies adopt advanced management
accounting tools and methods compared to traditional methods. The study found that
the majority of companies use many modern methods while not abandoning the
traditional management accounting methods. The study also found that the most
important obstacles to adopting modern methods are due to specific determinants of

the human resources of these companies

Study by (Mansour M. M., 2011) the researcher conducted an analytical study of
modern managerial accounting methods to meet the features of the changing
competitive environment and identified development needs in management accounting
methods to suit the requirements of strategic planning and achieve the company's
leadership in the product market. And the characteristics of the environmental,
economic, and social variables surrounding the company, as well The researcher
recommended working on activating the role of modern methods of management
accounting as an information system in achieving the company's competitiveness

strategy, and the necessity for Egyptian companies to apply modern managerial
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accounting to enable them to achieve competitiveness in light of the implementation of
global economic agreements and to achieve cost leadership in the Product market.

study by (Taha, 2010) was conducted to identify the extent of application of
management accounting methods in industrial companies in the Arab Republic of
Egypt, to find out which of these methods are more common, are they modern or
traditional methods, and the study aimed to determine what conditions and factors may
affect the application of those methods, Is it the type of industry or the technology used
in the company, and the extent of the impact of applying modern methods of
management accounting on the financial performance of these industrial companies.
The study relied on a questionnaire. Design to achieve the goal the study was
distributed to (200) industrial companies in Egypt. The most important finding of the
study is that traditional management accounting methods are more used than modern
methods The study also showed that there is a statistically significant relationship
between (technology used in the industrial company, the type of industry) and the
application of management accounting methods, and that there is an impact on the
financial performance of industrial companies in Egypt that have modern methods

applied in management accounting.

study by (Sabah, 2008) aimed to identify the reality of applying traditional and modern
managerial accounting methods in manufacturing companies in the Gaza Strip And
identifying the methods most applied to these companies, as well as identifying the
difficulties and obstacles that companies face when applying these methods. The study
depends on the descriptive and analytical approach, as the study designed a
guestionnaire distributed to the study population consisting of industrial companies
operating in the Gaza Strip The study concluded that traditional managerial accounting
methods are applied in manufacturing companies in varying proportions, and the most
applied method is the actual cost method, followed by the break-even analysis method,
and the least used is the transfer pricing method. The same applies to modern
management accounting methods, as they use the most comprehensive quality
management method However, some companies face some difficulties and obstacles
in an average rate when applying different management accounting methods. The
study recommended developing awareness among industrial company managers of
the importance of management accounting methods and their role in providing

appropriate information for decision-making and contributing to the planning and control
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process and working on applying different management accounting methods more

broadly in manufacturing companies.

study by (Al-Jhelab, 2007) was conducted to identify the activity-based costing system
in all its dimensions, to identify its concept, characteristics, and features, and to
compare it with the traditional system costing system, and the main objective of this
study is to research the possibility of using the activity-based costing method in
organizations Then researching the possibility and feasibility of preparing the budget in
the Islamic University according to Activity-based on Costing. The study relied on the
analytical method; the study concluded that the current method used for preparing the
budget of the Islamic University lacks the scientific method. The study recommended
the adoption of the activity-based costing method as a basis for preparing the budget

of the Islamic University

A study by (Wadongo, 2014) was conducted to suggest a theoretical framework that
shows how the following conditional factors affect: First, organizational factors, which
include: size, organizational structure, strategy, and technology, and secondly, external
factors, including competition and environmental uncertainty around the use of
management accounting systems and non-targeted organizations to profit to achieve
the aim of the study, a field study was conducted on non-governmental organizations
and a questionnaire was designed to be distributed to non-governmental organizations.
Among the results of the study is the existence of a positive relationship between
strategy, technology, competition, and uncertainty in environmental management and
the use of management accounting systems in non-governmental organizations,
meaning that the conditional organizational and external variables affect the design and
implementation of management accounting systems within those organizations. One of
the most important recommendations indicated by the study is the necessity of making
use of conditional variables to make management accounting systems in organizations
more effective, especially using information technology to increase the effectiveness of

managerial accounting inside an organization.
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CHAPTER TWO

RESEARCH METHODOLOGY

2.1 Research approach

The study uses a combination of qualitative and quantitative methods to analysis data
collected from Iraqgi business enterprises. The qualitative methods applied were based
on primary data collected using questionnaires. The data was collected and entered
into Statistical Package for Social Sciences (SPSS) version 25. A series of data
analysis methods were applied to test the data and test the validity of the proposed
hypothesis. Discussions of findings and strategic recommendations are based on the
established research findings. As a result, this chapter focuses on the population and
sampling methods, the development of the research instrument, the applied data

analysis methods validity and reliability tests, and ethical considerations.

2.2 Population and sampling methods

Iragi business enterprises were of major concern in this study as a result, the study
focuses on how industrial companies use and benefit from information technology.
Such is in regards to modern managerial accounting methods. The number of
manufacturing companies in Iraq exceeds 1000. However, the actual numbers of
employees employed in these industries are not known with precision. Furthermore,
with the effects of the COVID 19 pandemic, restrictions are observable regarding the
distribution of questionnaires. Hence, a purposive sample of 100 questionnaires was

distributed to manufacturing companies in Iraq.

2.3 Research instrument
The research instruments were developed using ideas established from a study by
Saraj (2017). This is because such a study provides detailed information and an

empirical basis of the role of using information technology on increasing the efficiency
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of modern managerial accounting methods. However, improvements were made to the
questionnaire to ensure that it validly and reliably addresses the established research

questions.

A questionnaire was prepared on "The role of using information technology on
increasing the efficiency of modern managerial accounting method in the industrial
companies in Iraq ", as it consists of three sections: The first section: It is about the
personal information (demographic details) of the respondents (age, education level,
years of experience, job title) of the industrial companies in Irag. Section two offers a
platform upon which information related to the industrial companies can be obtained
(The period of the company's activity, legal form of the company, industry sector to

which the company belongs)

The third section: provides detailed information regarding the use of information
technology has a role in improving the increasing efficiency and It consists of the axis
of study, and it consists of 36 paragraphs, divided into 6 axes:

e The first axis: the use of information technology has a role in improving the
increasing efficiency on the total quality management method: It consists of (7)
paragraphs.

e The second axis: the use of information technology has a role in improving
increasing efficiency on the production method on time: It consists of (6)
paragraphs.

e The third axis: the use of information technology has a role in improving
increasing efficiency on the activity-based costing method: It consists of (7)
paragraphs.

e The fourth axis: the use of information technology has a role in improving
increasing efficiency on the target cost method: It consists of (5) paragraphs.

e The fifth axis: the use of information technology has a role in improving
increasing efficiency on the continuous improvement method: It consists of (4)
paragraphs.

e The sixth axis: the use of information technology in industrial companies: It

consists of (7) paragraphs.

All the variables were measured using a Likert scale of 1 to 5. That is, strongly agree,
agree, not applicable, disagree, and strongly disagree.
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2.4 Data analysis methods

Data analysis tests provided in this study include a combination of descriptive statistical
methods to determine the magnitude and variation or responsiveness of the variables.
Correlation coefficient tests were applied to explore how the information technology and
managerial accounting aspects are correlated with each other. Such was accomplished
using the Pearson Correlation Coefficient test. Further tests in the form of independent
t-tests were used to test the proposed null hypotheses. The following hypotheses were

established from the reviewed empirical examinations made in the first chapter;

H1: There is positive statistical significance between the uses of information technology
in increasing the efficiency of the total quality management method.

H2: There is positive statistical significance between the uses of information technology
in increasing the efficiency of just in time method.

H3: There is positive statistical significance between the uses of information technology

in increasing the efficiency of the activity-based costing method.

H4: There is positive statistical significance between the uses of information technology

in increasing the efficiency of the continuous improvement method.

H5: There is positive statistical significance between the uses of information technology

in increasing the efficiency of the target cost method.

2.5 Validity and reliability tests

Facial validity tests were conducted to determine if the questionnaire is easy to
understand. Recommendations were given by the study supervisor and changes were
subsequently made to the questionnaire. Such is important for ensuring that the
questionnaire reliably and validly answers the established research questions.
Furthermore, Cronbach’s alpha tests were also used to assess the internal consistency
of the information technology and managerial accounting aspects. That is, to examine
how reliably the variables explain the role of using information technology on increasing

the efficiency of modern managerial accounting methods.
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2.6 Ethical considerations

The initial ethical approach used in this study involved the submission of an application
form to the responsible institution’s ethical committee. This was to determine the study’s
extent to ethically abide by good ethical standards. The study was prepared whilst
ensuring that all the relevant empirical sources used were duly acknowledged. Since
the study is for fulfilling the requirements of a master’s degree; the findings of this study
were strictly for academic purposes and were not public without the participants’

consent.
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CHAPTER THREE
DATA ANALYSIS

3.1 Introduction

The findings of this study are based on the data that was collected from 84 participants.
This chapter aims at analyzing the collected data to test the validity of the established

hypotheses and answered the formulated research questions.

3.2 Demographic examinations of the employees

The analysis of 84 respondents reveals that 35.71% of the employees were aged
between 26 to 30 years followed by 25% who were in between the age group of 20 to
25 years. 20.24% were between 31-35 years, 13.10% were in between 36-45 years
and 7.14% were more than 45 years.

The highest qualified employees had BSc degrees and amounted to 70.24% of the total
number of industrial employees who took part in this study. No employee has a
qualification that is below a diploma level. diploma and Master's and Ph.D. degree
holders accounted for 14.29% and 13.10% and 2.38% of the total number of industrial

employees respectively.

Regarding the years of experience, 33.33% of the employees have an experience level
of 4 to 6 years. 26.19% had 7 to 10 years, 21.43% had 1 to 3 years, 14.29% had less

than 1 year and 4.76% had more than 10 years of experience (see Table 3.1).
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Table 3 1: Demographic details of the employees

Variable Description Frequency Percentage

Age 20-25 years 21 25.00%
26-30 years 30 35.71%
31-35 years 17 20.24%
36-45 years 11 13.10%
More than 45 years 6 7.14%
Total 84 100%

Education level Below diploma 0 0.00%
Diploma 12 14.29%
BSc 59 70.24%
MSc 11 13.10%
PhD 2 2.38%
Others 0 0.00%
Total 84 100%

Years of experience less than one year 12 14.29%
1-3 years 18 21.43%
4-6 years 28 33.33%
7—10 years 22 26.19%
More than 10 years 4 4.76%
Total 84 100%

The 84 employees were composed of 11 accounting Managers, 4 department heads,

59 accountants, and 10 administrative personnel (see Figure 3.1).

Job title

ACCOUNTANT ADMINISTRATIVE DEPARTMENT ACCOUNTING
HEAD MANAGER

-

figure 3. 1: Job titles of the employees

3.3 Details of the industrial companies’ employees
Insights provided by the analysed findings show that 43% of the industrial companies

have been in existence for 6 to 10 years followed by 26% were have been operational
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for 11 to 15 years. 18% of the companies have been operational for more than 15 years
while 13% of the companies have been existence for 1 to 5 years (see Figure 3.2).

Operational period

18% 13%

m15
H6-10
m11-15

H more than 15

figure 3. 2: Details of the industrial companies’ employees

Regarding the nature of business, the industrial companies were operating in, 34
businesses operated as sole proprietorships, 42 in the form of partnerships, and 8 as

corporations.

Industrial sector

figure 3. 3: Industrial sector of the companies

27 companies operating in the construction industry, 5 wood industry, 9 fashion

industry, 12 food industry, 5 plastic industry, and 26 iron industry (see Figure 3.3).



3.4 Qualitative analysis of the modern managerial accounting method

3.4.1 Qualitative analysis of continuous improvements

There were relatively adverse sentiments about the use of the continuous
improvements method by the industrial companies. This is because absolute values
indicate that the combined numbers of employees who disagreed and strongly
disagreed with these views were greater than the cumulative number of employees who
agreed and strongly agreed. However, 10 and 18 employees strongly agreed and

agreed that Information technology contributes to achieving a competitive advantage

by improving quality and customer satisfaction.

Table 3 2: Qualitative analysis of continuous improvements

continuously To maintain its competitive advantage by
adopting a production policy Free from defects and
damage.

The continuous improvement method SA A NA D SD
The use of information technology helps the company to 3 5 24 47 5
conduct continuous inspections and control over products
to ensure quality
The use of information technology helps an industrial 5 4 41 25 9
company to continuously adjust in Production processes
tailored to consumer needs
Information technology contributes to achieving a | 10 18 29 24 3
competitive advantage by improving quality and customer
satisfaction.
The wuse of information technology reduces costs | 11 15 27 29 2

3.4.2 Qualitative analysis of the target costing method

Qualitative examinations were also made to analyze the employee’s views regarding

the target costing method. Different observations were made as opposed to the

employees’ perceptions of the continuous improvements method.

Table 3 3: Qualitative analysis of the target costing method

target profit for the requested price.

Target costing method SA A NA D SD

The use of information technology helps the company to
. . 25 39 15 3 2

reduce product costs early in production
The use of information technology helps the company to 43 32 9 0 0
determine the profit margin of the product before production
Information technology helps create a competitive future for
the organization by focusing on market-oriented | 14 63 7 0 0
management.
The use of electronic technologies reduces the cost of the
product to a minimum, in order to ensure achieving the 9 48 17 9 1
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The use of information technology ensures that the quality

of products is competitive and meets customers' needs. 61 ‘ 21 ‘ 2 ‘ 0 ’ 0 ’

This is high cumulative numbers were in support of the established views specifically
as to strongly agreed and agreed to them. For instance, the numbers of employees
who strongly agreed and agreed that Information technology helps create a competitive
future for the organization by focusing on market-oriented management are 14 and 63
respectively. A fewer number of employees strongly disagreed and disagreed to all the
target costing variable aspect. For instance, no employees strongly disagreed and
disagreed to the idea that the use of information technology helps the company to

determine the profit margin of the product before production (see Table 3.3).

3.4.3 Qualitative analysis of activity-based costing method

Similar observations were also made regarding the employee's perceptions of the
activity-based costing method. This is because high cumulative numbers were in
support of the importance of ABC in industrial companies. For instance, 28 employees
strongly agreed and 49 employees agreed that information technology actively

contributes to pricing decisions by accurately determining product cost.

Table 3 4:Qualitative analysis of activity-based costing method

activity-based costing method SA A NA D SD
We can find the cost drivers for each activity or for a 26 41 15 2 0
homogeneous group of activities using Information technology.
The information technology is working to improve the control
Indirect costs and reduce them. 30 42 12 0 0
Information technology helps to provide a set of non-financial
performance measures through indicators for measuring the 14 62 g 0 0

causes of cost and helps in preparing planning budgets on the
basis of activities.

Information technology helps in identifying the activities that
consume resources and determining the costs of these activities 9 55 18 1 1
and any activities that have large costs

Information technology actively contributes to pricing decisions by

accurately determining product cost 28 49 7 0 0

Information technology determines the cost pools and allocates
the costs of activities. Each major activity is allocated a cost base | 15 58 8 3 0
that accumulates the cost of this activity.

The use of application programs helps to reduce costs by reducing
the time and effort required to carry out the activity

3.4.4 Qualitative analysis of the just in time method

19 60 5 0 0

Relatively mixed opinions were observed regarding the employees’ perceptions of
using the just in time method. This is because of variations in cumulative numbers of

employees either in support or in disagreement of its importance to industrial
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companies. For instance, 5 employees strongly agreed and 11 employees agreed that
electronic technologies help reduce wait times and reduce initialization and restart
times. This is less than the cumulative numbers of 25 employees who strongly
disagreed and 18 employees who disagreed. Contrasting remarks can be noted 14
employees strongly agreed and 10 employees agreed that information technology
contributes to maintaining a certain level of production. This is less than the cumulative

numbers of 5 employees who strongly disagreed and 15 employees who disagreed.

Table 3 5: Qualitative analysis of the just in time method

Just in time method SA A NA D SD

Electronic technologies help reduce wait times and reduce

initialization and restart times. 5 1 25 25 18
Information technology helps to reduce defective production to a

minimum 12 20 30 14 8
Information technology is working to keep inventory to a minimum 9 10 33 17 15
Information technology contributes to maintaining a certain level 14 10 40 5 15

of production

The use of application programs leads to the reduction of surplus
production, by determining the production necessary to keep pace 8 18 32 15 11
with demand and reduce unnecessary production

The use of information technology leads to a focus on productive
processes only, minimizing unnecessary movements and 4 20 15 24 21
producing large quantities

Electronic technologies help reduce wait times and reduce
initialization and restart times.

3.4.5 Qualitative analysis of total quality management method

The findings shown in table 3.6 show that the employees indicated to a large extent
that total quality management elements are important for improving organizational
efficiency. For instance, cumulative totals of 78, 74, and 73 agreed that the application
of information technology helps the organization achieve its goals in growth Continuity,
development and optimization of resources; application software is used to enhance
the competitive position of industrial companies by paying attention to providing high-
quality goods and products; and The use of information technology helps to better

implement the total quality system respectively.
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Table 3 6: Qualitative analysis of total quality management method

total quality management method SA A NA D SD

Is it possible to reach a high level of total quality
management without any defects by using information | 28 48 3 2 3
technology in an attempt to prevent operational errors?
The application of information technology helps the
organization achieve its goals in growth Continuity, | 35 33 12 3 1
development and optimization of resources.

The use of information technology leads to interest in the
flow of processes and the solution Continuous problems to | 40 33 9 1 1
improve the quality of products.

Application software is used to enhance the competitive
position of industrial companies by paying attention to | 50 24 10 0 0
providing high-quality goods and products.

Information technology contributes to achieving excellence

for the organization. 18 64 ! ! 0

The use of information technology helps to better
implement the total quality system.

Activities that do not add value to a product or service can
be reduced by using information technology and replaced | 25 55 4 0 0
by activities that add value to the products.

44 29 8 3 0

3.5 Descriptive analysis of information technology variables

Mean and standard deviation were used to provide a descriptive analysis of information
technology and the resulted are presented in Table 3.6. All the information technology
variable elements had high mean values exceeding 2 and this possibly entails that the
employees agreed to the influence of information technology on their business
activities. However, a high mean value of 2.964 is associated with the idea that ‘the
company uses electronic technologies in all parts of the company’. This suggests that
the production activities in these industries are technically oriented and little focus is
placed on the importance of human resources. Notable observations also relate to
another high mean value of 2.798 is related to the variable element ‘the company is
working to continuously follow up the modern technological systems to keep pace
technological development to facilitate the work’. This possibly shows that the industrial

companies placed a huge focus on innovating their business activities.
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Table 3 7: Information technology variables elements

N Mean  Std. Dev

The company uses electronic and digital technologies to store and process data 84  2.441 1.196
The company uses electronic technologies in all parts of the company 84  2.964 1.217
The company uses information technology to analyze various data across all departments 84 2381 1.097
The company is working to continuously follow up the modern technological systems to keep 84  2.798 1.190

pace Technological development to facilitate the work

The company uses information technology to facilitate the exchange of information between 84  2.369 .941
different departments

The company uses a modern communication system such as the Internet, social media and 84  2.643 1.534

others to facilitate or quickly implement a daily work

The company works to provide personal computers to employees with all technology tools to 84  2.607 .970

facilitate work

The use of information technology by industrial companies was regarded as the least
role in which information technology was used. This is evidenced by the lowest mean
value of 2.441 suggesting that ‘the company uses electronic and digital technologies to
store and process data’. On the other hand, high variations were observed to be related
to the idea that ‘the company uses electronic technologies in all parts of the company’
as noted by a standard deviation of 1.217. Such implies that improvements in
information technology have huge potential effects on the industrial companies’ ability
to innovate their entire business operations. Using information technology to facilitate
the exchange of information between different departments had the lowest variations
and responsive effects on the industrial companies as noted by a standard deviation of
0.941.

3.6 Correlation coefficient tests

Pearson correlation coefficient test was applied to examine how information technology
is correlated with modern management accounting methods. Overall correlation
coefficient results show that all the variables were positively and significantly correlated
with each other at 0.01 level. This implies that improving the use of any modern
managerial accounting method results in an improvement in the use of the other

modern managerial accounting methods.
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Table 3 8: Correlation coefficient tests

Correlations

IT TQM T CIMP ABC TC
IT Pearson Correlation 1
Sig. (2-tailed)
N 84
TQM  Pearson Correlation .968™" 1
Sig. (2-tailed) .000
N 84 84
JIT Pearson Correlation .958™" .924™ 1
Sig. (2-tailed) .000 .000
N 84 84 84
CIMP  Pearson Correlation 922" .895™" .959"" 1
Sig. (2-tailed) .000 .000 .000
N 84 84 84 84
ABC Pearson Correlation .936™ .950™" .946™" .924"" 1
Sig. (2-tailed) .000 .000 .000 .000
N 84 84 84 84 84
TC Pearson Correlation .960™" .959™ .936™" .900™ .951™" 1
Sig. (2-tailed) .000 .000 .000 .000 .000
N 84 84 84 84 84 84

**_Correlation is significant at the 0.01 level (2-tailed).

The results also show that improvements in information technology were associated
with relatively similar improvements in modern management accounting methods. A
high positive and significant positive correlation of 0.968 was observed to be related to
the association between information technology and total quality management. Such
implies that improvements in information technology were associated with relatively
similar improvements in total quality management methods used by the industrial

companies.

3.7 Reliability tests

Cronbach’s alpha was applied to test the internal consistency of the model variables.
Variables with an internal consistency exceeding 0.70 are considered as reliable and
those above 0.90 as highly reliable (Riege, 2013). The results shown in Table 3.8 show
that all the variables had high internal consistencies above 0.90. Hence, the variables
are highly reliable to use to provide explanations about the role of using information
technology on increasing the efficiency of modern managerial accounting methods.
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Table 3 9: Reliability tests

Cronbach's Alpha if Item Deleted

Information technology 0.965
Total quality management 0.969
Just in time 0.969
Continuous improvement 0.965
Activity Based Costing 0.972
Target costing method 0.969

3.8 Hypothesis tests

Independent t-tests were used to test the validity of the established hypothesis and the
results are presented in Table 3.9. It was rejected that there is statistical significance
between the uses of information technology in increasing the efficiency of the total
quality management method (p>0.05). A probability value of 0.003 resulted in the
rejection of the null hypothesis asserting that there is no statistical significance between
the uses of information technology in increasing the efficiency of the just-in-time
production method (p<0.05) also null Hypotheses 3, 4, and 5 were rejected because
their p-values were less than 0.05 (0.002, 0.014, and 0.005).

Table 3 10: Hypothesis tests

Hyp Hypothesis Value | Decision

1 There is positive statistical significance between the uses of information technology | 0.091 Reject
in increasing the efficiency of the total quality management method.

2 There is positive statistical significance between the uses of information technology | 0.003 Accept
in increasing the efficiency of the just-in-time production method.

3 There is positive statistical significance between the uses of information technology | 0.002 Accept
in increasing the efficiency of the continuous improvement method.

4 There is positive statistical significance between the uses of information technology | 0.014 Accept
in increasing the efficiency of the activity-based costing method.

5 There is positive statistical significance between the uses of information technology | 0.005 Accept
in increasing the efficiency of the target cost method.

it means the alternative hypothesis chosen entails that information technology had
significant positive effects on continuous improvement, activity-based costing, and

target cost methods, and also just in time production.
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CHAPTER FOUR

CONCLUSIONS, RECOMMENDATIONS AND SUGGESTIONS FOR
FUTURE STUDIES

4.1 Conclusions

The main aim of this study was to examine the role of using information technology on
increasing the efficiency of modern managerial accounting methods. Such follows
problems revealing that there are issues about use information technology to increase
the efficiency of modern management accounting methods. These issues are highly
prevalent among industrial companies because previous studies revealed a gap
between scientific development and the continued dominance of traditional

management accounting methods over modern management accounting methods.

Initial findings revealed that industrial employees have adverse sentiments regarding
using of the continuous improvements method by the industrial companies. Possibly
because using information technology does not always contribute to achieving a
competitive advantage by improving quality and customer satisfaction. Hence, other
information technology approaches which are quality centered are needed to deal with

competitive advantage and customer satisfaction issues.

The findings are in support of ideas established by other studies suggesting that using
information technology helps the company to reduce product costs early in production
(Abu Yusef, 2016). Such is important for creating a competitive future for the
organization by focusing on market-oriented management. Similar observations were
also made by Waweru (2013) suggesting that using information technology helps the
company to determine the profit margin of the product before production. These are

important aspects of the target costing method and hence it implies that target costing
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enhances not only the efficiency but also the performance of industrial companies. This
is because using electronic technologies reduces the cost of the product to a minimum
thereby ensuring that the target profit for the requested price is achieved. The use of
information technology ensures that the quality of products is competitive and meets

customers' needs.

Correlation examinations showed that using information technology reinforces the
effectiveness of modern managerial accounting methods. Such is because of
improvements in the recording and processing of financial information. Hence, the
conducting target costing methods will reliably offer accurate information depicting the
actual performance of the industrial companies. In addition, an improvement in each of
the modern management accounting methods enhances the efficiency and
effectiveness of other modern management accounting methods. Such is relatively true

and in support of previous studies (Abdin, 2015; Saban & Efeoglu, 2012).

Meanwhile, the tested hypothesis resulted in the acceptance of the idea that using has
a significant positive effect of increasing the efficiency of the activity-based costing
method. Such is supported by related studies which show that ABC makes it possible
to find the cost drivers for each activity or a homogeneous group of activities using
Information technology (Al-Da'our, 2013; Waweru, 2013). As a result, using ABC in
conjunction with improved information technology works to improve the control of
indirect costs and reduce them. Moreover, information technology helps to provide a
set of non-financial performance measures through indicators for measuring the causes
of cost and helps in preparing planning budgets based on activities. This consequently
helps in identifying the activities that consume resources and determining the costs of

these activities and any activities that have large costs

Hypothesis suggesting that there is no positive statistical significance between the uses
of information technology in increasing the efficiency of the total quality management
method. This possibly suggests that the industrial companies have reached an optimum
production point. Hence, additional use of IT results in diseconomies of scale and

adversely affected.

Hypotheses were also accepting regarding ideas that using information technology

increases the efficiency of the just-in-time, continuous improvement, and target cost
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methods. This relates to performance improvements in each department in attaining

set product standards, minimizing production costs, and maximizing revenue inflows.

4.2 Recommendations

Having established that information technology is positively correlated with
management accounting methods and that improvements in one accounting method
results in an improvement in the other accounting methods, the following

recommendations will be made;

e There is a greater need to balance the allocation of resources invested between
information technology and human resources. This will help to avoid
diseconomies of scale and improve labor productivity.

e Additional measures are needed by managers to ensure that all the modern
managerial accounting methods used by the industrial companies are supporting
their goals to avoid contradiction in activities, goals, and performance.

e Performance evaluation methods are needed to reinforce the use of modern
managerial accounting methods as performance evaluation tools. This will help
to cater for the non-financial measures of performance.

e The industrial companies in Iraqg train their cadres to use the programs and
applications of modern electronic management accounting methods.

e The need to keep abreast of developments and pursue modern systems,
especially in the areas of modern managerial accounting method, and training
accountants and administrators on it by raising their efficiency, considering
practical Employing information technology in modern management accounting
methods

e Always working to keep pace with modern technology and developing
technologies used by companies Industrial when processing data

e The importance of industrial companies continuing to develop plans and
strategies to maintain the modernization process Continuous in light of the new
developments in information technology to be able to compete in the market,

and to maintain its presence and continuity.

4.3 Suggestions for future studies

The findings of this study relate to manufacturing industries and have incorporated

ideas and situations from various industrial companies in Iraq. This ensures that the
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findings of this are highly applicable to any industry. However, the number of
respondents was limited due to the effects of the COVID 19 pandemic. Thus, future
studies can increase the study population. Also, mediating effects should be examined
since they are possible mediating effects affecting the use of information technology by

companies around the world.
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Appendix 1: Research questionnaire

Near East University
Graduate School of Social Sciences

DEPARTMENT OF BANKING AND ACCOUNTING

The role of using information technology on increasing the efficiency
of modern managerial accounting methods in Industrial companies
in Iraq

Introduction:

The researcher prepared this questionnaire in order to obtain the study information, and you
were selected within The sample that answers this questionnaire is in belief and confidence in
the importance of my opinion on the subject of the study, and an appreciation of your experience
in this field, which is of importance in achieving the objectives of the study and community
service.

We hope that you will kindly answer the questions of this questionnaire accurately, as the
results of this are correct The questionnaire depends largely on the correctness of your answer
We value your honest and detailed responses.

With the utmost respect and appreciation
Please complete the following questionnaire with specific regard to the above inquiry,
By placing a CROSS (X) in the appropriate box

Section One: Personal Information:

1- Age: 20-25 25-30 80-35 35-40

40-45 more than 45

2. Education Level:
Below Diploma Diploma B.Sc.

M.Sc. PhD Other




3. Years of Experience:

Less than one Year 1-3 4-6 7-10

More than 10

4. Job Title
Accountants Chartered accountant Accounting Manager
Administrative Department Head Director

Others, SPeCIfy .....cccovvcvvrrennnnn.
Section Two: Information related to the company

1- The period of the company's activity:

1-5 6-10 11-15 more than 15

2- The legal form of the company:

Sole proprietorship partnership corporation

3- The industry sector to which the company belongs:

Construction industries sector Food industries sector [ron industries
Wood industries sector Plastic industries sector Chemical industries secto
Fashion Industries Sector Other, specify.............lm

Third section: axes of the questionnaire

2albe

Jouy
urenaoun

Dimensions

dalbe
Albuons
aalbesip
IIIUESIP

AjBuosns
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The first axis: the use of information technology has arole in improving
the increasing efficiency on the total quality management method:

total quality management method

Al

Is it possible to reach a high level of total quality
management without any defects by using information
technology in an attempt to prevent operational errors?

A2

The application of information technology helps the
organization achieve its goals in growth Continuity,
development, and optimization of resources.

A3

The use of information technology leads to interest in
the flow of processes and the solution Continuous
problems to improve the quality of products.

A4

Application software is used to enhance the competitive
position of industrial companies by paying attention to
providing high-quality goods and products.

A5

Information technology contributes to achieving
excellence for the organization.

Ab

The use of information technology helps to better
implement the total quality system.

A7

Activities that do not add value to a product or service
can be reduced by using information technology and
replaced by activities that add value to the products.

Dimensions

dalbe
Albuons

Qalbe

JouT

ureuaosun

aalbesip

9IIUESIP

AlBuons

The second axis: the use of information technology has arole in
improving increasing efficiency on the production method on time:

production method on time:
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Electronic technologies help reduce wait times and

Bl reduce initialization and restart times.

B2 Information technology helps to reduce defective
production to a minimum

B3 Information technology is working to keep inventory to a
minimum

B4 Information technology contributes to maintaining a
certain level of production
The use of application programs leads to the reduction

BS of surplus production, by determining the production
necessary to keep pace with demand and reduce
unnecessary production
The use of information technology leads to a focus on

B6 | productive processes only, minimizing unnecessary

movements and producing large quantities

The third axis: the use of information technology has arole in

improving increasing efficiency on the activity-based costing

method:
C activity-based costing method:
22| o S |2 RY
. @ = a ~ O n h g
Question SS| S ee &858
0oL | 0o 9 | PBE
< 5 o p<
C1 We can find the cost drivers for each activity or the same
group of activities using Information technology.
C2
Information technology is working to improve the
control of Indirect costs and reduce them.
C3 | Information technology helps to provide a set of non-

financial performance measures through indicators for
measuring the causes of cost and helps in preparing
planning budgets based on activities.
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C4 Information technology helps in identifying the activities
that consume resources and determining the costs of
these activities and any activities that have large costs

c5

Information technology actively contributes to pricing
decisions by accurately determining product cost

C6 | Information technology determines the cost pools and
allocates the costs of activities. Each major activity is
allocated a cost base that accumulates the cost of this
activity.

Cc7

The use of application programs helps to reduce costs
by reducing the time and effort required to carry out the
activity

The fourth axis: the use of information technology has arolein

improving increasing efficiency on the target cost method:

D target cost method:

D1 The use of information technology helps the company to
reduce product costs early in production

%) S | o

- 85|18 53813
Question 32|z B3 |S
D = o MY |o

< 5 D

SIIUESIP

Albuons

The use of information technology helps the company to
D2 | determine the profit margin of the product before
production

Information technology helps create a competitive future
D3 | for the organization by focusing on market-oriented
management.

The use of electronic technologies reduces the cost of
D4 | the product to a minimum, to ensure achieving the target
profit for the requested price.

The use of information technology ensures that the
D5 | quality of products is competitive and meets customers'
needs.
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The fifth axis: the use of information technology has arolein

improving increasing efficiency on the continuous improvement

method:

continuous improvement method:

El

The use of information technology helps the company to
conduct continuous inspections and control over
products to ensure quality

E2

The use of information technology helps an industrial
company to continuously adjust in
Production processes tailored to consumer needs

E3

Information technology contributes to achieving a
competitive advantage by improving quality and
customer satisfaction.

E4

The use of information technology reduces costs
continuously To maintain its competitive advantage by
adopting a production policy Free from defects and
damage.

The sixth axis: the use of information technology in industrial

companies:
02| o LS |2EB2
- @es | e (3|8 83
F Question 32| 3 Bba|S B3
o = o o D D =
< 5 o p<
F1 The company uses electronic and digital technologies to
store and process data
F2 The company uses electronic technologies in all parts of
the company
F3 The company uses information technology to analyze
various data across all departments
The company is working to continuously follow up the
F4 | modern technological systems to keep pace with

Technological development to facilitate the work
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The company uses information technology to facilitate

F5 | the exchange of information between different
departments
The company uses a modern communication system

F6 | such as the Internet, social media and others to facilitate
or quickly implement a daily work

F7 The company works to provide personal computers to

employees with all technology tools to facilitate work

Thank you for taking the time to complete this questionnaire. If you have any queries

or comment, please do not hesitate to contact (Goran Younis) by telephoning

(009647504214938).
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