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Abstract

This research aimed to identify the computerized accounting systems employed by Nigerian SMEs, examine the
extent to which Nigerian SMEs utilize the built-in internal control features in their computerized accounting
systems, as well as explore the perceived reasons for the underutilization of any of the computerized accounting
systems internal control features. The researcher employed the survey methodology in the conduct of the study,
and data was collected using questionnaire administered to the an accounting officer in each of the 370 firms
randomly selected from the population of SMEs in the south-south region of Nigeria. The research data was
analyzed using frequencies, mean, standard deviation, and the one-sample T-test statistics. The results of the study
indicate that Nigerian SMEs employ various accounting software in the performance of their accounting function,
with QuickBooks, Peachtree (Sage 50), and MS-Navision being the most used. The study also indicate that
Nigerian SMEs optimally utilize the built-in internal control features in their computerized accounting systems.
The reasons for the underutilization of a few of the internal control features by firms are indicated in the study to
include lack of awareness of the availability of the internal control features in their accounting systems, limited
number of accounting staff, and lack of formal internal control policies. This study extends the body of knowledge
in accounting, and its results would be useful to those in the academia, management and accounting personnel of
SMEs, and other practitioners. Areas for further research have been suggested to confirm and extend the outcome
of this study.
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1. Introduction

Accounting system remains one of the most important information systems within an enterprise and has gradually
moved from the originally manual systems to computerized systems (Qatanani & Hezabr, 2015). The major
advantage of the computerized accounting systems over manual systems include their ability to perform the various
tasks in the accounting cycle automatically and the provision of built-in internal control functionalities to enhance
accuracy and security of financial data as well as safeguarding assets against fraud (Mujat et al., 2013; DiVito,
2008; Stephens, 2006). As noted by Steckel (2011), the built-in internal control features in accounting software
are extremely useful in the implementation of various preventive, detective, and corrective internal control
measures in organizations. Following the significance of small and medium enterprises (SMEs) in the socio-
economic development of nations around the world (Samuel, 2010; Selamat, Jaffer, & Kadir, 2013), several
accounting software have been developed by various vendors to address the needs of small businesses, and the
awareness and adoption of these computerized accounting systems by SMEs have increased tremendously over
the years (Ismail & King, 2006, 2007). However, some SMEs especially those in the developing countries, are yet
to embrace this technological development; while those that have adopted computerized accounting systems are
faced with some challenges in implementing certain internal control features available in their accounting systems
(Ttang, 2018). In a study on the utilization of QuickBooks internal controls by small businesses in the United States,
Steckel (2011) indicated that some built-in internal control features in the accounting software are underutilized
by the firms. This study, therefore, sought to extend the study by Steckel (2011) beyond QuickBooks to other
accounting software by exploring the extent to which SMEs in Nigeria optimally utilize the built-in internal control
functionalities in their various computerized accounting systems.

Most of the businesses in Nigeria and the world over are SMEs and, based on their roles in economic
development, are expected to maintain accurate financial records and internal control procedures (Steckel, 2011).
Hence, SMEs, like larger firms, can employ the internal control features available in computerized accounting
systems to strengthen their internal controls and safeguard their assets against fraud. However, firms may fail to
utilize the built-in internal control features in their accounting systems due to certain reasons. Computerized
accounting systems and its usage has gained the attention of practitioners and researchers in recent times. However,
research into this unique area of accounting is very sparse. The aim of this study is, therefore, to bridge the gap in
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the accounting literature and to extend the body of knowledge regarding the utilization of built-in internal controls
in computerized accounting systems. The objectives of this study was, therefore, to identify the computerized
accounting systems employed by Nigerian SMEs, and to examine if Nigerian SMEs optimally utilize the internal
control features available in their adopted computerized accounting systems, as well as explore the perceived
reasons for the underutilization of any of the computerized accounting systems internal control features by the
firms. To achieve these objectives, the following research questions were formulated:

(1) Which computerized accounting systems are employed by Nigerian SMEs?

(i) To what extent do Nigerian SMEs utilize the built-in internal controls in their computerized accounting

systems?

(iii) What are the perceived reasons for the underutilization of any of the computerized accounting systems

internal control features by Nigerian SMEs?
In addition to answering the above research questions, the following hypothesis was also tested.

Ho: Nigerian SMEs do not optimally utilize the built-in internal controls in their computerized accounting

systems.

Following the scarcity of empirical research on the practical utilization of internal control features available
in computerized accounting systems, this study is significant as it would be helpful in extending the body of
knowledge in this unique area of accounting practice. The result of the study would also be useful to those
implementing, administering, and using computerized accounting systems among SMEs, particularly concerning
internal controls. The remaining sections of the paper presents the literature review, research methods, results of
the study, and discussions, conclusions, and recommendations, respectively.

2. Literature Review
2.1 SMEs and Computerized Accounting Systems Usage
Small and medium enterprises (SMEs) play a significant role in the economic growth and development of many
countries around the world (Samuel, 2010; Selamat et al., 2013). Their role in economic development
notwithstanding, SMEs have been indicated to face problems such as lack of knowledge of fundamental business
processes (KPMG Nigeria, 2014), which has reflected in their accounting practices. The accounting system, being
the most fundamental information system that forms part of an organization’s business infrastructure, has gradually
evolved from the manual systems to computerized ones (Qatanani & Hezabr, 2015). Computerized accounting
systems involve “the application of computers and related technologies in the collection, recording, storing and
processing of financial data, and interpreting and reporting financial information to stakeholders” (Itang, 2020, pp.
39). Computerized accounting systems have been indicated to offer various advantages including automated
processing of financial data, savings in time and resources, employees motivation, information accuracy, and
enhancement of internal controls (Hurt, 2013; Itang, 2020; Mujat et al., 2013; Steckel, 2011). Hence, business
organizations across the globe, including SMEs, have embraced, and adopted computerized accounting systems
over the years (Ismail & King, 2006). Several computerized accounting systems or accounting software have been
developed by various software vendors to meet the needs of small businesses, some of which are commercially
distributed while others are open source applications (Mujat et al., 2013). As indicated by Wystocka and Jelonek
(2015), some accounting applications are provided through cloud computing, making it possible for SMEs to enjoy
the benefits of computerized accounting solutions in the “cloud” or web infrastructure, without having to host any
software or storage in their own offices. Some of the accounting software developed for, and adopted by, SMEs
include the following among other (Amidu, Effah, & Abor, 2011; Intuit, 2009; Itang, 2017; Sage Software, 2014,
2015; Steckel, 2011; Tally Solutions, 2009; Wyn Solution, 2011; Zielinski, 2015):

(1) Busy accounting

(i1) First-Class accounting

(ii1) Invex accounting

(iv) MetroPOS

(v) Microsoft Dynamics

(vi) Microsoft Navision

(vii) Peachtree (Sage 50) accounting

(viii) QuickBooks accounting

(ix) Sage Pastel accounting

(x) Softward

(xi) Tally ERP

(xii) Sun Small Business accounting

Itang (2017), in a study of the impact of computer-based accounting information systems on internal control
effectiveness among SMEs in Nigeria, indicated that the most used accounting software by Nigerian SMEs are
Peachtree [Sage 50] (33%), QuickBooks (22%) and Tally ERP (13%); while Amidu et al. (2011), in their study of
e-accounting (computerized accounting) practices among SMEs in Ghana showed that most SMEs in Ghana
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employ Tally ERP (23%), Sage Pastel (13%), and Sun Small Business (11%).

2.2 Internal Controls in Small and Medium Enterprises

Internal control is defined by the Committee on Sponsoring Organizations of the Treadway Commission (COSO)
as “a process effected by an entity’s board of directors, management, and other personnel, designed to provide
reasonable assurance regarding the achievement of objectives relating to operations, reporting, and compliance”
(COSO0, 2013, pp. 3). From the definition provided by COSO (2013), internal control systems are expected to
achieve three objectives, namely: (i) enabling organizations to ensure effective and efficient operations; (ii)
ensuring that information provided in financial reports are reliable; and (iii) ensuring that relevant policies, laws,
and regulations are complied with. Internal controls, as noted by Steckel (2011, pp. 13), also cover areas such as
“organizational culture, risk assessment, effective communication and information gathering, and various control
and monitoring activities”. COSO (2013) maintains that the internal control process aims to prevent, detect, and
deter misappropriation of assets and fraud by establishing processes for proper authorization, approval,
verifications, reconciliations, segregation of duties, and performance review.

Chen and Chuang (2012) noted internal controls to be the lubricating oil for the efficient interrelationships
and interactions between operating revenue, inventory, purchasing, investments, financing, and accounts payable,
which must be rigorously explored to ensure the accuracy of reported financial information. However, in their
study of 500 Chief Audit Executives and internal auditors of non-public firms, which are mostly SMEs,
Hermanson, Smith and Stephens (2012) indicated that the firms have less effective internal controls than public
firms, primarily due to the former’s poor tone-at-the-top and existence of management override and policy
deviations arising from their management structure. Johnson and Fludesill (2001) indicated that small businesses
are more prone to fraud because of their weak internal control systems, particularly with respect to segregation of
duties. The emergence of computerized accounting systems and their increased implementation of by SMEs are,
therefore, expected to ease the internal control problems faced by SMEs through the systems’ built-in internal
control functionalities.

2.3 Internal Control Features in Computerized Accounting Systems

Several studies have indicated that computerized accounting systems have built-in internal control features that
help to enhance the integrity and effectiveness of the accounting process and the performance of the accounting
systems as a whole (see Fardinal, 2013; Hurt, 2013; Steckel, 2011). Itang (2020), while conceptualizing the
structural characteristics of computerized accounting systems, indicated internal controls as one of the functional
components of computerized accounting systems; and this supports the position of Mundy and Owen (2013) that
computerized accounting systems help to prevent common internal control weaknesses in firms. Mundy and Owen
(2013) indicated that such internal controls include those that incorporate processes and methodologies for
accounting for financial transactions and financial statements preparation. In its user guide titled “Internal Control
for Small Businesses to Reduce the Risk of Fraud”, Intuit (2009) provides details of internal controls inherent in
QuickBooks accounting software and their implementation procedures. A manual to guide the implementation of
the Payment card Industry Data Security Standard (PCIDSS) provided by Intuit (2010) presents procedures for
implementing payment card data security controls in QuickBooks in line with the Standards issued by the United
States’ Payment Card Industry Security Standards Council (PCISSC) in 2010. The 2018 user guide to QuickBooks
accounting presented by Intuit (2018) also highlights the software’s internal control features and their
implementation procedures. Other accounting software vendors have also provided details on the internal control
functionalities available in their various accounting software and the implementation procedures (see Busy
Infotech, n.d; Dynamics Africa, 2016; Navision Depot, 2013; Sage Software, 2009, 2014, 2015; Tally Solutions,
2009).

Several other independent authors have indicated various forms of internal controls inherent in computerized
accounting systems (see Hanini, 2015; Hurt, 2013; Itang, 2017, 2020; Steckel, 2011; Wyn Solutions, 2011,
Zielinski, 2015). However, Itang (2020) summarized all the indicated built-in internal control in computerized
accounting systems into five categories, namely: access control, segregation of duties, accuracy checks, security
controls, and audit trails.

(i) Access controls — this set of controls ensures that only predefined users have access to the system with
the use of usernames and passwords. While the username identifies the individual user, the password
grants the user access into the system.

(ii) Segregation of duties — these controls ensure that users profiles are defined in the systems based on their
status, job functions, and roles, such that no single user can handle a transaction cycle from start to
finish.

(iii) Accuracy checks — this set of controls ensures the accuracy of data in terms of format, type, figures,
duplications, and totals.

(iv) Security controls — these controls ensure the safeguard of data from intrusions, theft, and manipulations,
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as well as protect data against loss from contingencies and disasters.

(v) Audit trails — this set of controls enables the system to keep track of the activities of individual users

and the transactions executed by them.

As noted by Itang (2017), internal controls play essential role in the life of an organization and computerized
accounting systems are veritable tools for enhancing the internal controls process for the overall success of the
organization. Several empirical studies have shown that the built-in internal control functionalities in computerized
accounting systems have improved the performance of firms in terms of productivity, service delivery,
profitability, and reporting (see Al-Qudah, 2011; Christauskas & Miseviciene, 2012; Ige, 2015; Saracina, 2012).
However, studies that examine the extent to which firms, particularly SMEs, have optimized the use of the built-
in internal controls features in their computerized accounting systems are very scare. The only related study
identified by the author in the literature is that of Steckel (2011), which examined the level of utilization of internal
controls available in QuickBooks accounting software among small businesses in the United States. They
administered online questionnaire to 200 firms and 36 responses (18%) were received, of which only 21 firms
were QuickBooks users. The result of the study indicated that internal controls in QuickBooks accounting software
were underutilized by the firms. Steckel (2011) also found that the underutilization of QuickBooks internal controls
was mostly because some users were unaware that such internal control features were available in their accounting
systems. This present study, therefore, aims to extent the work of Steckel (2011) beyond QuickBooks to other
computerized accounting systems employed by SMEs with reference to the Nigerian environment.

3. Methods

3.1 Study Design

The survey methodology, which offers the advantages of being inexpensive, allowing for quick data acquisition,
provision for explanations based on individual attitudes and opinions, as well as enhancing empirical inferences
(Kpolovie, 2016; Salhin et al., 2016; Totten, Panacek & Price, 1999), was employed in the study. Based on the
five categories of computerized accounting systems internal controls indicated by Itang (2020), a 15-item scale
was developed on a Likert-type scale to assess the utilization of the controls by the sampled firms, with three
questions for each of internal controls categories. This 15-item scale was incorporated into the 28-item
questionnaire (see sample copy in Appendix) that was administered for the study.

3.2 Study Population and Sample

The study focused on small and medium enterprises in Nigerian, with SMEs operating within the south-south
region of the country forming the population of the study. From the statistics of 9,276 SMEs in the south-south
region of Nigeria (SMEDAN, 2013), a sample of 370 firms was randomly drawn based on Krejcie and Morgan
(1970) sample size determination table.

3.3 Data Collection and Analysis

The data for the study was collected using a self-completed questionnaire administered to key accounting and
finance staff in each of the 370 sampled firms, of which only 227 useful responses were received, giving a high
and acceptable response rate of 61.3%. The researcher employed descriptive statistics such as frequencies, mean,
and standard deviation in answering the research questions, while one sample T-test statistics was used in testing
the research hypothesis with the aid of the SPSS-Statistics software.

3.4 Reliability and Normality Tests

To ensure the reliability of the research instrument, the Cronbach Alpha test of internal reliability (consistency)
was performed and result gave a satisfactory Alpha value of 0.764, which higher than the acceptable benchmark
value; indicating that research instrument is reliable, and that the results can be generalized. The use of the one-
sample T-test requires that the sample data be normally distributed. Therefore, the Kolmogorov-Smirnov test was
used to test the extent to which the data were normally distributed, and the results, as shown in Table 1, gave Z
values greater than the significance level of 0.05 for all the hypothesized items, indicating the data followed a
normal distribution.
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Table 1. Kolmogorov-Smirnov One-Sample Normal Distribution Test

Hypothesized items Sig. Z value
Username defined 8.041
Password usage 7.195
Regular/periodic password change 5.309
Role restrictions for users 5.505
Editing/reporting restrictions 6.423
Dedicated system administrator 5.924
Date format setup 8.007
Duplicate entries prevention 7.773
Data type format setup 8.141
Regular/periodic backups 6.486
Closing date setup 8.073
Credit card information protection 8.141
Audit trail setup 7.912
Audit trail details sufficiently setup 7.932
Audit trail report restriction 5.489

Source: Research data analysis output from SPSS-Statistics

4. Study Results

4.1 Demographic Data Analysis

Table 2 shows the distribution of the firms by industrial sector, which indicates that the sampled firms cut across
various industrial sectors, with the oil and gas sector having the highest number of firms (65 out of 227 [i.e.
28.6%]), followed by wholesale/retail sector and accommodation/food services sector with 35 firms (15.4%) and
25 firms (11%) respectively. The table also indicates that the agricultural sector has the least number of firms with
only 3 (1.3%).

Table 3 shows the frequency distribution by respondents’ job titles. Accountants/account officers were 98
(43.2%), chief accountants were 50 (22%), while those with finance/accounts manager designation were 45
(19.8%). Those occupying the positions of CFO/financial controller and auditor were 25 (11%) and 9 (4%)
respectively.

Table 2. Distribution of Firms by Industrial Sector

Industrial Sector Frequency Percentage (%) Cumulative %
Accommodation/Food Services 25 11.0 11.0
Administrative/Support Services 11 4.8 15.8
Agriculture 3 1.3 17.1
Arts/Entertainment/Recreation 9 4.0 21.1
Construction 11 4.8 25.9
Education 18 8.0 33.9
Information/Communication 13 5.7 39.6
Manufacturing 9 4.0 43.6
Mining & Quarrying 2 1.0 44.6
Oil & Gas 65 28.6 73.2
Sewage/Waste/Remediation 5 2.2 75.4
Transportation 6 2.6 78.0
Wholesale & Retail 35 15.4 93.4
Other Services/Activities 15 6.6 100.0
Total 227 100

Source: Research data analysis output from SPSS-Statistics
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Table 3. Distribution of Respondents by Job Title

Job title Frequency Percentage (%) Cumulative %
Accountant/Account Officer 98 43.2 43.2
Auditor 9 4.0 47.2
Chief Accountant 50 22.0 69.2
CFO/Financial Controller 25 11.0 80.2
Finance/Accounts Manager 45 19.8 100.0
Total 227 100

Source: Research data analysis output from SPSS-Statistics
Table 4 shows the distribution of firms by number of staff engaged in the accounting function. Out of the 227
firms, 100 firms engaged between 1-3 staff (44%) in the accounting function, while 95 had between 4-6
accounting staff (41.8%) and 21 had 7-9 accounting staff (9.3%). Accounting staff strength of between 10-12 and
13 and above were engaged by 9 and 2 firms, respectively.
Table 4. Distribution of Firms by Number of Accounting Staff

Number of accounting staff Frequency Percentage (%) Cumulative %
1-3 100 44.0 44.0
4-6 95 41.8 85.8
7-9 21 9.3 95.1
10-12 9 4.0 99.1
13 and above 2 0.9 100.0
Total 227 100

Source: Research data analysis output from SPSS-Statistics

4.2 Computerized Accounting Systems Used by Nigerian SMEs

The first objective of the study was to identify the accounting systems employed by Nigerian SMEs in their
accounting function. Hence, the first research question: Which computerized accounting systems are employed by
Nigerian SMEs? In answering this research question, data collected on accounting software used by the sampled
firms was analysed using frequency distribution to indicate accounting software and the number of firms that
employ each of them in their accounting function. As shown in Table 5, fifteen (15) accounting software have
been identified to be employed by Nigerian SMEs, with QuickBooks being the most used with 57 firms (25.1%)
to its advantage, followed by Peachtree/Sage 50 Accounting and MS-Navision with 55 firms (24.2%) and 25 firms
(11.5%), respectively.

Table 5. Distribution of Accounting Software Used by SMEs

Number of accounting staff Frequency Percentage (%) Cumulative %
Amkor 2 0.9 0.9
BellBook 5 2.2 3.1
Busy Accounting 8 3.5 6.6
First-Class Accounting 2 0.9 7.5
GIFMIS 2 0.9 8.4
MS-Navision 26 11.5 19.9
Oracle Netsuite 9 4.0 23.9
Peachtree/Sage50 Accounting 55 24.2 48.1
QuickBooks 57 25.1 73.2
RADCAS 5 2.2 75.4
Sage 300 ERP 8 3.5 78.9
Sage Business Cloud 2 0.9 79.8
Sage Evolution 14 6.2 86.0
SAP Business One 16 7.0 93.0
Tally ERP 16 7.0 100.0
Total 227 100

Source: Research data analysis output from SPSS-Statistics

4.3 Utilization of Internal Controls in Computerized Accounting Systems
The second objective of the study was to examine the extent to which Nigerian SMEs have utilized internal control
features in in their computerized accounting systems. Hence, the second research question: To what extent do
Nigerian SMEs utilize the built-in internal controls in their computerized accounting systems? In answering this
research question, data collected on questionnaire items B1-B15 was analysed using mean and standard deviation
statistics.

Table 6. Analysis of Computerized Accounting Systems Internal Controls Utilization
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Internal control features N Mean Std. Deviation Std. Error Mean
Username defined 227 491 0.284 0.019
Password usage 227 4.77 0.489 0.032
Regular/periodic password change 227 4.46 0.754 0.050
Role restrictions for users 227 4.48 0.894 0.059
Editing/reporting restrictions 227 4.56 0.917 0.061
Dedicated system administrator 227 4.51 0.947 0.063
Date format setup 227 4.96 0.262 0.017
Duplicate entries prevention 227 4.85 0.568 0.038
Data type format setup 227 4.95 0.224 0.015
Regular/periodic backups 227 4.67 0.534 0.035
Closing date setup 227 4.96 0.262 0.017
Credit card information protection 227 1.05 0.224 0.015
Audit trail setup 227 4.77 0.711 0.047
Audit trail details sufficiently setup 227 3.88 0.424 0.028
Audit trail report restriction 227 4.48 0.789 0.052

Source: Research data analysis output from SPSS-Statistics

Table 6 shows that the respondents indicated positive opinions towards the extent of utilization of internal
control features in their computerized accounting systems, where mean for all measurement items was greater than
3 and standard deviation less than 1, except for one security control item, namely credit card information
protection, which had a mean of 1.05. This result indicates that Nigerian SMEs utilize the built-in internal control
features in their computerized accounting systems to a great extent, except for credit card information protection
security control.

4.4 Perceived Reasons for Underutilization of Some Internal Control Features

The third objective of the study was to explore the reasons perceived by the respondents for the underutilization

of any of the internal control features in their computerized accounting systems. Hence, the third research question:

What are the perceived reasons for the underutilization of any of the computerized accounting systems internal

controls by Nigerian SMEs? In answering this research question, data collected on questionnaire items C1-C15

was analysed using the frequencies of responses for each of the reasons against the underutilized controls.

Table 7. Analysis of Perceived Reasons for Underutilization of Some Internal Control Features
Frequency of Reasons for Underutilization of Control
Underutilized Internal controls Lack of policy Lack of awareness Very few employees

Regular/periodic password change 0 4 0
Role restrictions for users 0 0 12
Editing/reporting restrictions 0 0 12
Dedicated system administrator 0 0 14
Duplicate entries prevention 0 5 0
Credit card information protection 227 0 0
Audit trail setup 0 8 0
Audit trail details sufficiently setup 0 8 0
Audit trail report restriction 0 8 0

Source: Research data analysis output from SPSS-Statistics

Table 7 shows that 4 firms did not utilize regular/periodic password change because of lack of awareness of
availability of such controls in their accounting systems. It also indicates that 12 firms did not restrict their system
users to specific roles based on their job function as well as restrictions on editing and reporting functions due to
having very few employees. Fourteen (14) firms did not assign the administration of the accounting systems to a
dedicated officer because very few employees. The table also shows that all the 227 firms did not utilize the credit
card information protection security control because there is no management policy on the use of credit cards in
the accounting system. The three audit trail control items were not utilized by 8 firms due to lack of awareness of
the availability of the internal control features in their accounting systems.

4.5 Hypothesis Testing
The sole hypothesis for the study was stated in its null form thus:
Ho: Nigerian SMEs do not optimally utilize the built-in internal controls in their computerized accounting
systems.
This hypothesis was tested using the responses to items B1-B15 on the questionnaire using the one-sample T-test
and the results were as indicated in Table 8.

Table 8. One Sample T-test Results for Computerized Accounting Systems Internal Controls Utilization
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Internal control features Mean Df Sig. Calculated Tabulated Results

(2-tailed) T values T values

Username defined 491 226 0.000 260.513 1.96  Reject null
Password usage 4.77 226 0.000 146.933 1.96 Reject null
Regular/periodic password change 4.46 226 0.000 89.190 1.96  Reject null
Role restrictions for users 448 226 0.000 75.564 1.96 Reject null
Editing/reporting restrictions 456 226 0.000 74.837 1.96 Reject null
Dedicated system administrator 4.51 226 0.000 71.761 1.96  Reject null
Date format setup 496 226 0.000 284.575 1.96  Reject null
Duplicate entries prevention 4.85 226 0.000 128.660 1.96  Reject null
Data type format setup 495 226 0.000 332.372 1.96 Reject null
Regular/periodic backups 4.67 226 0.000 131.514 1.96  Reject null
Closing date setup 496 226 0.000 284.575 1.96  Reject null
Credit card information protection 1.05 226 0.000 70.736 1.96  Reject null
Audit trail setup 4.77 226 0.000 101.169 1.96  Reject null
Audit trail details sufficiently setup 3.88 226 0.000 137.895 1.96  Reject null
Audit trail report restriction 448 226 0.000 85.634 1.96  Reject null

Source: Research data analysis output from SPSS-Statistics

From Table 8, the calculated T values for all the 15 internal control features examined are greater than the
tabulated T values, hence the null hypothesis is rejected and the alternate hypothesis accepted, which indicates that
Nigerian do optimally utilize the built-in internal control features in their computerized accounting systems.

5. Discussion and Conclusion

5.1 Discussion of the Results

The objectives of this study was three-fold, namely: to identify the computerized accounting systems (accounting
software) employed by Nigerian SMEs in the performance of their accounting function; to examine the extent to
which Nigerian SMEs optimally utilize the built-in internal control features in their computerized accounting
systems; and to explore the perceived reasons for underutilization of any of the internal control features in the
accounting systems. The results of the study indicate that Nigerian SMEs employ various accounting software in
the performance of their accounting function, and that the most used accounting software are QuickBooks (used
by 25.1% of the firms), Peachtree/Sage 50 (used by 24.2% of the firms), and MS-Navision (used by 11.5% of the
firms). This result is in line with the position of Itang (2017), which indicated Peachtree and QuickBooks to be the
most used accounting software by SMEs in Nigeria.

Three internal control features were tested for each of the five internal control groupings (access controls,
segregation of duties, accuracy checks, security controls, and audit trail controls). A total of 15 internal control
features were, therefore, examined for utilization. The results of the study indicate that Nigerian SMEs utilize these
built-in internal control features to a great extent, excepting one security control, credit card information prevention
control, which was indicated to be greatly underutilized by the firms. The reason for the gross underutilization of
the credit card information protection control could be related to the fact that the use of credit cards as a direct
means of payment through the accounting systems is not a common practice in Nigeria. This position is reflected
in the lack of management policy on credit card protection being the reason indicated for not utilizing this control
feature by some firms. Other internal control features not utilized by some firms are:

(1) Regular/periodic password change, duplicate entries prevention, and audit trail controls. These controls

were not utilized due to lack of awareness of the availability of such controls in their accounting systems.

(i) User roles restriction, editing and reporting restriction, and dedicated systems administrator, which were

not utilized due to the firms having very few numbers of employees in the accounting function.

The issue of limited number of employees in SMEs and lack of awareness of some control features in
accounting systems by users indicated by this study as the reason for underutilization of some built-in internal
control features in computerized accounting systems supports the position of Itang (2018) and Steckel (2011).

The results of the test of hypothesis for the study indicate that Nigerian SMEs optimally utilize the built-in
internal control features in their computerized accounting systems. This position contrasts with the result of Steckel
(2011), which indicated that the built-in internal controls in QuickBooks accounting software are underutilized by
SMEs. However, this difference could be because of increased awareness of available accounting software and
their inherent functionalities in recent times.

5.2 Conclusion and Recommendations

The results of the study indicate that Nigerian SMEs optimally utilize the built-in internal control features in their
computerized accounting systems. It has also highlighted the computerized accounting systems used by SMEs in
Nigeria, with QuickBooks, Peachtree (Sage 50), and MS-Navision as the most-used accounting systems. The
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perceived reasons for the underutilization of some of the computerized accounting systems internal control features
are indicated to be lack of awareness by users, very few numbers of accounting staff, and lack of management
policy on internal controls. This study has contributed to the body of knowledge in accounting and has bridged the
gap in the literature regarding computerized accounting systems and internal controls. It is hoped that those
performing accounting function in SMEs, those involved in the management of SMEs, accounting systems
administrators and other related professionals, and academics would find the results of the study extremely useful.

The researcher recommends that SMEs should take their internal controls more seriously by establishing
formal internal control policies and procedures for their firms, which would guide their employees in internal
controls implementation efforts. SMEs should also invest in the training and development of their staff to enable
them gain deeper knowledge on the functionalities of their accounting systems, particularly the built-in internal
control features. More so, no matter how small the size of a firm might be, the accounting function should not be
left in the hands of a single individual as this would hamper the implementation of even the very basic internal
controls, particularly segregation of duties. Further research is recommended to confirm the results of this study.
Another area for further research would be to determine the level of training given by SMEs to their accounting
staff on their adopted computerized accounting systems

References

Al-Qudah, G. M. A. (2011). The impact of accounting information systems on effectiveness of internal control in
Jordanian commercial banks - Field study. Interdisciplinary Journal of Contemporary Research in Business,
2(9), 365-3717.

Amidu, M., Effah, J., & Abor, J. (2011). E-accounting practices among small and medium enterprises in Ghana.
Journal of Management Policy & Practice, 12(4), 146-155.

Busy Infotech (n.d.) Busy accounting software manual: Busy courseware. Retrieved 23/08/2016 from
http://busyaccountingsoftware.in/pdf/busy courseware.pdf.

Chen, K-C., Chuang, C. (2012). An integrated system approach for cash management system internal control.
2012 IEEE Conference on Computational Intelligence for Financial Engineering & Economics (CIFEr), 1/
1/2012, 1-7.

Christauskas, C. & Miseviciene, R. (2012). Cloud computing based accounting for small to medium-sized
business. Engineering Economics, 23(1), 14-21.

Committee on Sponsoring Organizations of the Treadway Commission [COSO]. (2013). Internal control —
integrated framework: Executive summary. Retrieved 19/05/2016 from:
http://www.coso.org/documents/990025P Executive Summary final may20 e.pdf

DiVito, T. (2008).  QuickBooks and internal  controls.  Retrieved 16/01/2020  from
http://www.rehmann.com/pdfs/News/BWD/Spring2008/QuickBoo.pdf

Dynamics  Africa.  (2016).  Microsoft  dynamics  NAV ~ 2016. Retrieved  24/08/16  from:
https://www.dynamicsafrica.biz/solutions/dynamics-erp-nav/

Fardinal. (2013). The quality of accounting information and the accounting information system through the internal
control systems: A study on Ministry of State Agencies of the Republic of Indonesia. Research Journal of
Finance and Accounting, 10(10), 1-14.

Hanini, E. A. (2015). Evaluating the reliability of internal controls on the computerized accounting information
systems: An empirical study on banks operating in Jordan. Research Journal of Finance and Accounting,
6(8), 176-187.

Hermanson, D. R., Smith, J. L., & Stephens, N. M. (2012). How effective are organizations’ internal controls?
Insights into specific internal control elements. Current Issues in Auditing, 6(1), A31-A50.

Hurt, R. L. (2013). Accounting information systems: Basic concepts and current issues. 3rd ed. New York:
McGraw-Hill/Irwin.

Ige, M. S. (2015). The impact of computerised accounting information system on the performance of the banking
industry in Nigeria, Thesis (MSc), University of Lagos, Social Science Research Network [Online].
Retrieved 24/03/2016 from: http://papers.ssrn.com/sol3/papers.cfm?abstract 1d=2664327

Intuit, Inc. (2009). Internal control for small businesses to reduce the risk of fraud. Retrieved 15/04/2016 from:
http://learn.intuit.com/files/pdf/GoodInternalControls.pdf

Intuit Inc. (2010). QuickBooks payment card industry data security standard (PCIDSS) implementation guide.
Retrieved 15/01/2020 from
http://support.quickbooks.intuit.com/OpenCms/sites/default/QBSupport/PDFs/PCI-

_PADSS QB2010 Implementation Guide.pdf

Intuit Inc. (2018). QuickBooks small business user guide: Starting out with QuickBooks online. Intuit Australia.
Retrieved 16 October 2019 from
https://quickbooks.intuit.com/content/dam/intuit/quickbooks/il 8n/en/Australia/pdf/Quick Books-Small-
Business-User-Guide.pdf

24



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) g
Vol.11, No.20, 2020 IISTE

Ismail, N. A., & King, M. (2006). The alignment of accounting and information systems in SMEs in Malaysia.
Journal of Global Information Technology Management, 9(3), 24-42.

Ismail, N. A., & King, M. (2007). Factors influencing the alignment of accounting information in small and
medium sized Malaysian firms. Journal of Information Systems and Small Business, 1(1/2), 1-20.

Itang, A. E. (2017). The impact of computer-based accounting information systems on effectiveness of internal
controls in small and medium-sized enterprises in Nigeria (Unpublished master’s dissertation). University of
Liverpool, Liverpool, United Kingdom.

Itang, A. E. (2018). Challenges impeding effective implementation of internal accounting controls in computerized
systems: A survey of Nigerian SMEs. Proceedings of the 2018 International Doctoral Conference of LIGS
University, Honolulu, USA, August 30, 2018, 69-76. Retrieved from
https://www.ligsuniversity.com/data/2018-12-20-11-06-56-International-Doctoral-Conference-of-LIGS-
University-New-Challenges-in-Global-Economy.pdf

Itang, A. E. (2020). Computerized accounting systems: Measuring structural characteristics. Research Journal of
Finance and accounting, 11(16), 38-54.

Kpolovie, P. J. (2016). Excellent research methods. Johannesburg: Partridge Publishing.

Krejcie, R. V. & Morgan, D. W. (1970). Determining sample size for research activities. Educational and
Psychological Measurement, 30(3), 607-610.

Johnson, G. G., & Fludesill, C. L. (2001). An investigation into fraud prevention and detection of small businesses
in the United States: Responsibilities of auditors, managers, and business owners’, Accounting Forum, 25(1),

56.
KPMG Nigeria. (2014). MSME banking survey 2014: Strengthening access to finance for micro, small and medium
enterprises (MSMEs) in Nigeria. Retrieved 23/05/2016 from:

http://nigeria.smetoolkit.org/nigeria/en/file/content/57820/en/MSMEBankingStudy2014.pdf

Krejcie, R. V., & Morgan, D. W. (1970). Determining sample size for research activities. Educational and
Psychological Measurement, 30(3), 607-610.

Mujat, D-E., Cristescu, M. P., Ciovica, V. L., & Ciovica, I. L. (2013). The using of open source products in
developing the accounting of SMEs. Revista Academiei Fortelor Terestre, 18(4), 411-415.

Mundy, J., & Owen, C. A. (2013). The use of ERP system to facilitate regulatory compliance. Information Systems
Management, 30(3), 182-197.

Navision Depot. (2013). Microsoft  navision versions. Retrieved ~ 24/08/2016 from:
http://www.navisiondepot.com/Navision-Versions.html

Qatanani, K. M., & Hezabr, A. A. (2015). The effect of using accounting information systems to improve the value
chain in business organisations — Empirical study. European Journal of Accounting Auditing and Finance
Research, 3(6), 1-11.

Sage Software, Inc. (2009). Peachtree 2010 user’s guide. Retrieved 23/08/2016 from
http://library.beau.org/lib/manuals/bookkeeping/PT2010_UG.pdf

Sage Software, Inc. (2014). Sage 50 accounting: Getting started guide. Retrieved 23/08/2016 from
http://www.sage.com/na/~/media/site/sage-50-accounting-ca/pdf/guides_and manuals/2014/gstart 2014-
1.pdf

Sage Software, Inc. (2015). Sage 50 accounting — US edition: User guide. Sage Software. Retrieved 20/01/2020
from https://cdn.na.sage.com/docs/en/customer/50us/open/Sage50UserGuide.pdf

Salhin, A., kyiu, A., Taheri, B., Porter, C., Valantasis-Kanellos, N., & Konig, C. (2016). Quantitative data
gathering methods and techniques. In A. Paterson, D. Leung, W. Jackson, R. Maclntosh, & K. O’Gorman
(Eds.). Research methods for accounting and finance (pp. 168—186). Oxford: Goodfellow Publishers Limited.

Samuel, F. O. (2010). Forensic accounting as a growth strategy for small business entrepreneurs in Nigeria. African
Journal of Business & Economic Research, 5(2-3), 44-59.

Saracina, T. H. (2011). An examination of the use of accounting information systems and the success of small
businesses in South Carolina, Dissertation (DBA), Nova Southeastern University, ProQuest Dissertations
Publishing.

Selamat, Z., Jaffar, N., & Kadir, H. A. (2013). Information technology adoption in Malaysian SMEs. International
Journal of Economic Perspectives, 71(4), 81-93.

Small and Medium Enterprises Development Agency of Nigeria [SMEDAN]. (2010). Survey report on micro,
small and medium enterprises (MSMEs) in Nigeria. SMEDAN. Retrieved 15/04/2016 from
http://www.smedan.gov.ng/images/collaborative%20survey%20report.smedan-nbs.pdf

Steckel, A. J. (2011). Analysis of QuickBooks internal control utilization (Honours programme thesis, 5, University
of Northern Towa, UNI Scholars Works. Retrieved from
http://scholarworks.uni.edu/cgi/viewcontent.cgi?article=1005&context=hpt

Stephens, T. (2006). QuickBooks internal controls. Retrieved 15/01/2020 from
http://www.cpafirmsoftware.com/control.htm

25



Research Journal of Finance and Accounting www.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online) g
Vol.11, No.20, 2020 IISTE

Tally solutions Pvt. Ltd. (2009). Tally ERP 9 at a Glance. Retrieved 23/08/2016 from
http://www.infinsys.com/v1/downloads/tally erp 9 doc.pdf

Totten, V. Y., Panacek, E. A., & Price, D. (1999). Basics of research (part 14) - Survey research methodology:
Designing the survey instrument. Air Medical Journal, 18(1), 26-34.

Wyn Solutions. (2011). Using QuickBooks to establish internal controls and avoid fraud. Retrieved 15/08/2016
from http://wynsolutions.com/blogs/news-blog/15812275-using-quickbooks-to-establish-internal-controls-
avoid-fraud

Wyslocka, E., & Jelonek, D. (2015). Accounting in the cloud computing. Turkish Online Journal of Science &
Technology, 5(4), 1-11.

Zielinski, A. (2015). Preventative and detective fraud controls in accounting software. EisnerAmper —
Accountants & Advisors [Online]. Retrieved 15/04/2016 from http://www.eisneramper.com/fraud-control-
software-1115.aspx

Appendix
SAMPLE COPY OF
COMPUTERIZED ACCOUNTING SYSTEMS INTERNAL CONTROL UTILIZATION
QUESTIONNAIRE
Introduction:

This questionnaire is a research instrument administered to collect data for a research paper on the utilization of
built-in internal control features in computerized accounting systems amongst small and medium enterprises in
Nigeria. The questionnaire should be completed by someone performing accounting/finance functions (by
whatever title) in your organization. The questionnaire is divided into three sections, namely: (A) Demographic
Information, (B) Internal Control Utilization Assessment, and (C) Perceived Reasons for Internal Controls
Underutilization. Please tick or enter the correct response for each question. This will take about 10 minutes of
your time. Be assured that all information will be kept in strict confidence and used only for the purpose of this
study. Note that your participation is voluntary and greatly appreciated.

SECTION A: FIRM DEMOGRAPHIC INFORMATION
Al. Which of the following economic sectors does your business organization belong?
[ ] Manufacturing [ ] Agriculture
[ ] Construction [ ] Education
[ ] Wholesale/Retail [ 1 Mining/Quarrying/Oil Servicing
[ ] Accommodation/Food Services [ ] Transportation/Storage
[ ] Information/Communication [ ] Administrative/Support Services
[ ] Arts/Entertainment/Recreation [ ] Sewage/Waste/Remediation
[ ] Other Services/Activities
A2. Which of the following best describes your official job title?
[ 1 CFO/Controller [ ] Finance/Accounts Manager
[ ] Chief Accountant [ ] Accountant/Account Officer
[ ] Auditor
A3. How many employees including management staff does your organization have?
[110-39 [ 140-69
[170-99 [1100-159
[1160-199
A4. How many employees are involved in the finance/accounting function in your organization have?
[113 [14-6
[17-9 []10-12
[ 113 and above
AS. Which of the following accounting software does your organization use?
[ ] BellBook [ ] Busy accounting
[ ] MS-Navision [ ] Oracle NetSuite
[ ] Peachtree/Sage 50 [ ] QuickBooks
[ ] Sage 300 ERP [ ] Sage Evolution
[ ] SAP Business One [ ] Tally ERP

SECTION B: INTERNAL CONTROLS UTILIZATION ASSESSMENT
The section assesses the extent of computerized accounting systems internal control features utilization by your
organization based on the following scale:

1 = Strongly disagree (SD)
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2 = Disagree (DA)
3 = Undecided (UN)
4 = Agree (AG)
5 = Strongly agree (SA)
Please tick any of the boxes marked 1-5 as appropriate.

(e.g. numeric Vs alphabets).
Security Controls

Item Question/Statement SD | DA | UN | AG | SA
No.
Access Controls _
Bl Our organization uses unique username to identify individual users

of the accounting systems
B2 Every user accesses the accounting systems with unique password.
B3 Our organization’s password policy requires periodic password

change.
Segregation of Duties _
B4 In our accounting system every user’s access is limited to specific

features based on job functions.
B5 Only specific users can perform editing, deleting, and reporting

functions in the accounting system.
B6 Our accounting system is managed by a dedicated administrator.
Accuracy Checks [T T2 [3 T4 |5 |
B7 Our accounting system only accepts dates and numeric entries in

specified formats.
B8 Our accounting system is set up to prevent duplicated source

document entries.
B9 Our accounting system is set up to prevent wrong data type entries

[t T2 [3 4 |5 |
[T T2 3 T4 |5 |

B10 In our accounting system, data files are schedules for
regular/periodic backups.

B11 In our accounting systems, Closing Date is set up for each accounting
period.

BI12 In our accounting system customer credit card protection is enabled
to secure card information.

Audit Trail Controls

BI3 Our accounting system is set up to maintain audit trail on users and
transactions.

B14 Audit trail report in our accounting system captures user, transaction
details, and posting time.

B15 In our accounting system only the Administrator and/or other

specified user can run audit trail report.

SECTION C: PERCEIVED REASONS FOR UNDERUTILIZATION OF INTERNAL CONTROLS
The section explores the reasons for possible underutilization of the built-in internal control features in
computerized accounting systems used by your organization based on the following perceived reasons.

A = Lack of management policy on the internal controls

B = Lack of awareness of the internal control features

C = Very few employees in the accounting function

D = Not applicable (if response to related question in Section B was positive)
Please tick any of the boxes marked A—D as appropriate.

Lack of Lack of Very few Not

Item | Question/Statement Policy awareness of employees applicable
No. controls
Access Controls A [ B | ¢ [ b |
Cl No unique username required because of:
C2 No password required because of:
C3 No periodic password change required

because of:
Segregation of Duties | A [ B | ¢ [ b |
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C4 User access not limited to specific
features because of:

C5 Editing, deleting, and reporting functions
are not restricted because of:

C6 No dedicated administrator to manage
system because of:

Accuracy Checks

C7 Data entries not in specified formats
because of:

C8 Duplication of source document not
prevented because of:

C9 Wrong data type entries not prevented

because of:

Security Controls

C10 Data files are not scheduled for
regular/periodic backups because of:

Cl1 No Closing Date set up for each period
because of:

Cl12 Credit card protection feature not enabled
because of:

Audit Trail Controls

Cl13 No audit trail maintained because of:

Cl4 Audit trail report is not detail enough
because of:

Cl15 There is no restriction on who runs audit

trail report because:

END OF QUESTIONNAIRE... THANKS FOR YOUR PARTICIPATION!
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