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ABSTRACT

The objective of this study is to determine the Impact of Quality of Computerized
Accounting Systems on the quality of financial reporting of SME’s in Kurunegala
district. Conceptual model is developed based on reviewing literature. The study
variables consist of both dependent variable and independent variable, with Internal
Control, Automated Data Processing, Relational Database independent variable and
Quality of Financial Reporting being the dependent variable. Researcher has included
variables of the Quality of Computerized Accounting System as Internal Control,
Automated Data Processing, Relational Database, Automated Reporting and Enhancing

Technologies

Stratified random sampling technique is used in this research based on the 360 of
sample SME’s categorized by the each division. A questionnaire is designed using Five
Point Likert Scales and distributed SME’s owners in Kurunegala District. Data

collected has been analyzed using univariate, bivariate and multivariate analyses.

Based on the results of the study, it concludes fhat the Quality of Computerized
Accounting System and Quality of Financial Reporting are high level in SME’s in
Kurunegala District. The results showed that there is a significant positive relationship
between QCAS and QFR and also there is significant impact QCAS and QFR in SME’s

in Kurunegala District.

As a result of this research, a researcher recommend that Automated Data Processing
is the most impact dimension among other for quality of financial reporting. So SME’s

must be maintain their Quality automated reporting.

Keywords: Quality of Computerized Accounting System, Internal Control, Automated
Data Processing, Relational Database, Automated Reporting, Enhancing

Technologies, Quality of Financial Reporting.



TABLE OF CONTENTS

ACKNOWLEDGEMENT ...ttt sttt sse s s s sae s sre s s i
ATBBTRUBCT ... mamesmsin o6 055555 5 06 5 R S S R S NP SRS ETS il
LIST OF TABLES ...ttt ettt sat et st e saa s s sas s saesaeeae s ean s viii
|85 B O 2 22 (€1 91 20 2/ P ————————— NSRRI X
ABBREVIATION....... o ccnsicn sanmasicissiomionsn s assinss s oo s3586505 55558 535553 58 AR SRS xi
CHAPTER ONE .....ccconmsmssumssssssssssssssososssensassassessessessnssssessistsssssssmssmssrasssssossnsssssnsssasasss 1
INTRODUGTION ....conmsumsmmmnnn cossnsasssis ssmmmisssnsmussssssomssst smasasssbusisspmessessrmanrss sners 1
1.1 BACKGROUND OF THE STUIDY ....cocosvemmsnsoiiisiisasssmsis sisssssmismsssmimusmsssamssmsss 1
1.2 RESEARCH PROBLEM ......ccccoimiiiiiiniiiiciciccicecns TR LY, I, 3
1.3 REBEARCH QUESTIONS i cammsssamimnssmmmmmemmmmmnspmmsmvseorsswmierms s e 5
1.4 RESEARCH OBJECTIVES TR PP 5
1.5 SIGNIFICANCE OF THE RESEARCH ........ ............................................... 5
15 SCOPE -OF THE RESEARUH . comminmumiammmnomsrmmmmspmisessppossoresms 6
1.7 SUNINVEATRY .o i e s nnis 5555565555555 458575 5515050 55,0855 0650 S R F S A TH00 e A S ST 6
CHAPTER T 1 oo ssmesssnmnisssssasnsnss s st o 00508 05 TR 7
LITERATURE REVIEW ..ottt sttt st st 7
2.1 TN TROTNTCTICOIN. ..o s 558 5 45 a0 sh S RS DRSS s smssm e ant 7
2.2 SMALL AND MEDIUM ENTERPRISES .......cccccovmiiiiiiiiiiiiiieiniieeeennne 7
2.3. ACCOUNTING ...oooviiictieieieeeteeete sttt st ettt s aesae s s ssaa s saesae e ereens 9
2.4 ACCOUNTING BY STEM . s ssmmsmmsessons s s o s ummaommsvias 9
2.5 THEORETICAL LITERATURE.......ociiiiiiiiiiiiiciiiiinieniiinneeee e 10
2.5.1 SyStems TREOTY ..cccueerieiiiiiiiiieiieiiiiccic et 10

2.6 QUALITY OF COMPUTERIZED ACCOUNTING SYSTEM......cccccvevveerenens 11
2.6.1 Internal CONtIOL........ccueeuierieeiieieeieeeeeteee ettt s 12
2.0.2 Autornated data ProSERaIND . neummsmsms mss sy s 13

AL IDAlatimnmnal Natalhaca 14



26 ArAviomaled RepGEiiE wesmsmosmmmeomssmmm e anssmar ey ey 14

2.6.5 Enhancing TeChIOIOBIES..... ... consamamsasansnerssnse innsi iodssi i sssn s i o 15

2.7 QUALITY OF FINANCIAL REPORTING.......ccccoviniiiiiiniinicieieecii 15
2.8 EMPIRICAL LITERATURE. ....conn s nssiosiiss s sussisn sanussnesssssmiaisnssssss s 16
2.9 SUMMARY .ottt ettt ettt ettt eent st ae e st ae et eae s 17
CHAPTEER I TEIREE, -t st inmondbossspessssssmms s s s s s 18
CONCEPTUALIZATION AND OPERATIONALIZATION .....coceviiiiiiiiiiiiinnne 18
3.1 INTRODUCTION......ooiitieiieieeieeie ettt stesreeteete s esessassaaesrassnsessaesneenneens 18
32 CONUEPTUALIFRAMEWIIREK cmamsumsnmmrnmemnminummisemmsorsy 18
3.3 QUALITY OF COMPUTERIZED ACCOUNTING SYSTEM.......c.ccceevvrnnne. 19
3.3.1 Internial Cottrol. cosmsssinsmssmssmmismensmsssvmsrsmarssassmsvsvernnmmenrssssassrassssssesensssesnss 19

2 3. 2 aiterialed Dt Draeessiil weemssmremsmmumsmsmumsesmm i oot 19
3.3.3 Relational Database.......c...ccecceevveeeueenen. ............................................. 20
3.3.4 Automated RePOTrting .........ccecueeeiiiieiieinieiniiiiiieciicciie it 20
3.3.5 Enhancing Technologies.........ccoocueeriiiriiiniieniieiiciieciicciccnrccne e 20

3.4 QUALITY OF FINANCIAL REPORTING :ussmsss cssmmmsessssssmssssmussnsavsssvcpevssssns 21
BTl ] T I IIIEEE. v bsmasscanbmsm s i s AR AR e S SRR 58 R A 45 21
3.4.2. REloVANIEE cnrsossmmusnsmsmmsnmsnsnssssssmsssssseesnaseaamsas s sonssarssgon viavhmmsostssmasimsinn bossve vases 2]
3.4.3 Camparabilily . c.sasms o s osmsmmasmwass sl e s 21
A U TS AT ADIIIET. . s comsccwnoms et memammarscims s s 5 565 5 55 5. SR 22

3.5 OPERATIONALIZATION....ccottitiiiieiiiieeeeieeiteiceiectccee s 22
3.6. DENELOPMENT OF HYPOTHESIB. cunsusmmsmmwssismsssimsisamsommmnssorss 23
3.7 BUNBLIARY . iiiicicnsosmnmmmsssassosmasnmsensassasansmassssssnn msass s’ s S35 5 SATH SRS 24
CHAPTER FOUR ..ottt ettt sttt st et sne s e sas s b s e aessaa e aeene s 25
L IR E0E) 581 F 86 P NRORNUUNITSRR IS PO ———————— 25
4.1 INTRODUCGCTION.......ociiiiereietteieeieeieete et ete et e ne v snesnesnasssaesasesnsesneennes 25

4.2 RESE AR CH DE SIGN oottt et e ee et e tetasaeesasaesassasnsasaasasnseassnsensnsanens 25



4.3 POPULATION AND SAMPLING......ccccovviiimiintiiittiiniee et 25

e 101 Loy L O I — 25
4,3.2 S aMPlING TOCIIEIGUIE. e crcocornmmanmmmssnnssoonanmnans a5 5558530580 RH 8455 TS LRI AAH 59 28
4.3.3 SAMPING SIZE...eovereereeeieiieiieiierie ittt 25
4.3 Samplini® BERIEWOTK ....... i mm e diss 5 55168.555555658850 0 SRS S S AR A3 26
4.4 METHOD OF DATA COLLECTION ...ccecoiiiiiicieniiniiiiiiiieieeie e eee e 27
. | Prmary Dala st S i B i oo 27
4.4 2 BecoOnAArY IIATA. ... oo o smmem s s 555 A58 GRS A AR AT A S TS 27
4.5 METHODS OF MEASUREMENTS .....cooitiiiiieiiniieiiniiniie e 27
4.5.1 Personal INfOrmation ............ecceeeeieenieinieniiiieiieneeciie e 27
4.6 METHODS OF DATA ANALYSIS ...coooiiieciiiiiene, S WREE. S YR 28
4.6.1 Reliability ANAlYSIS ...cccueeeiieeiieeiieeiteeteeiie ettt 28
4.6.2 Univariate ANALYSIS ......oovvriminiiniiiisissi i 28
4.6.3 Bivariate ANalY8i8....oex s s .................................................. 29
4.6.4 Multivariate ATBLYSIS ......c.cue civasmansesmsssssnmsscnsssssansnsosdhis s Suisa sas i s suess s 30
4.6.5 Hypothesis TeSHINE ....ccccovuervueiniiiiiiiiiiiiiiiiiiicitic ettt 31
4.7 METHODS OF DATA EVALUATION ......coviiiiiiiiniiiiinieiiiiinicene e 31
8 BUNINVIARY oo oot semtsiiia s msen s s sy armmcsmcinsiosic 3 54555 SRS A A0 31
CHAPTER FIVE ......ooiiiircieciestrstesstesstesnssssteesessstssstosssssstessasisssssssssnsssssssssasssssssss 32
AT A PRESENTATION AND ANALY SIS .commmsmmmmommmnsnsims i e 32
5.1 INTRODIUCTIOMN.. ...cn en ccommnrmrmmnamsnnmmsmssmsmsmnemssmsnssssms i 5555555 545855 SRS SR80 e5 32
5.2 RELIABILITY ANALYSIS ..ottt 32
o AT S PRESENTA TN s st s g tyeoros 33
5.3.1 Number of BESPOIAGIIIS .. ..cunmwwmesssommsmsosanssms s mun s s 6558 65 465055768 55060885 805 2R EIES 83 33
5.3.2 Personal Data.......cceeveeiiiieeiieniieniieeiienee et 33

S A TDATA ABRITETIE s sicnan cone i 558550 essamss ss s s A SN G AT A3 39

5.4.1 Univariate ANALYSIS ....cccecverreeerrersorsressersvessesssutsssessssssssmissnsssnssnssssasssessssssas 39



5.4.2 Bivariate ANAlYSiS......ccecceeruerrieriiernieeiienteneeseeeteseesressse e sac s enaes 41

5.4.3 Multivariate ANALYSIS .....cccvveereeriieeiieeeieeniee e eiee e e enee e sae e s e snneens 49

5.5 TESTING EEYPIITHESIR....eoonmmemmsmmesinsinesiosisi s i 5555 5555 565 6558 i 51
5.5.1. Testing Main Hypothesis........ccccecuerviiniiniiniiiiiiiiiiccicicciccieeiccenee 51
5.5.2 Teatitig Bub HYPOHEHS .om somsn s s s smame 51

5.0 SUMMARY ......cooxemcoumsussssvessisisssnsssmsisnamsusmsstn fnss sunrnniasmussmsmiass s minssss sssan sansassassnss 54
CHAPTER SIX ...oiitiieiieiiieeieeetestestesese st esseeste s s sitestesaseessesaseeseeneseneesaasensesaeesnesssenns 55
DIISICITSEIOIN ... i mimmn i i s 560855080 5550 S5 L b WS S P A 555 55
6.1 INTRODUCGCTION......ccitiiiieieeiieieeieeeesite ettt setesiee st esseeeareeseesasesanesnesanes 55
6.2 DISCUSSION OF RESEARCH INFORMATION ............. h=2 1 SR 55
6.2.1 Discussion for Firslt ObJEEHNE ... cumsssssmmsns s i s disan sttt 55
6.2.2 Discussion for Second ObJECtIVE. .....ccccurierriieiiiieiiiieeeiieeeiieeeieeeeieee e 56
6.2.3 Discussion for Third Objective................. el e i 56
&.2.4 Disenssion. for Pauith ObleiiVe. o sssmsessmmssnssmmmmsss se i sssbumss 56
6.2.5 Discussion for FIfth OBV, . «..conasmsansosanansnnssisonisis isbaissssssssssss s sommmssss 56

0.3 SUMMARY .ooitiiiieiiettesit ettt ettt et ettt s st ne ettt saeenesanas 57
CHAPTER SEVEN .......oiocieinicinentiesssostsensssasssonssssssoessessssesssssssessasssssssssssessssssessssssasas 58
CONCLUSION AND RECOMMENDATION.......ccccecceemirriererreeierieennen. N PR— 58
7.1 INTRODUCTION......cuiiiiieiieiieiie ettt ettt s 58
7.2 CONCLUSION ....oiitieiieieeie ettt st st et esreesneesnesnesraesasenesanesnsesaens 58
721 FATSt CIDJBELING. ....oucemmam venmmranmsmn o sman simeansnsin i i 58 45085050 S5 S B985 58
7.2.2 SeCOnNd ODJECHIVE ...cuuiieiiieiiiiiteiiie ettt 58
7.2.3 Third ODBJECHVE ...eeviieieeietieieeiteiteieeie ettt sttt 59
724 BOUTHH (D EELIVE... ... coon e onnensnasnsassmasansamsmnssnnsaensmnnsss i 55 b 43545 45 53588 55 558 Soaanss 59
7.2.5 Fifth ODJECHIVE ...ueiiiiiiiiieeeiieeeeccteecte e 59

70 RECOMMENIDATICINIS. i wsanoonsinn.onswasonssotiniss s s inssshss s ssmsssssassssssives 59

7.4 LIMITATIONS OF THE STUDY ...ooviiiiiiiiiiiiiiccteeecc e 60



7.5 SUGGESTION FOR FUTURE RESEARCH. .wuumusmmammmssmmmmsmmaremsmsss 60

7.6 SUMMARY ..ottt ettt e s s e e s s e 61
REFEREINCES. . .ot i i s n5555505000500500855005 400505830 0 A0 SV M S A 00 S8 SRABN S AT Y 62
BPPENIIIR T oo ahinfusmotmmmonomimmmmsonssses e somme s pmssmmwssssiosnssoios 48 5o s G AR AR R 69
b S BATE B O e R S———— 73

APPENIIIIE L. conmeomicn oncmemmnmmammss sl sssbmiss 3555 5505 5 8 S AR S SN RSSO AN B 77



