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Abstract: 

Small and medium enterprises (SMEs) have long been 

considered as the principle driving force of 

Bangladesh’s economy. Along with stimulating private 

ownership and entrepreneurial skills, SMEs are flexible 

and can adapt quickly to changing market demand and 

supply. The aim of this study is to show that how the 

factors of barrier affect practicing of Accounting 

Software in SMEs of Bangladesh. However, to get an 

exclusive finding, total 300 firms was randomly selected 

as a respondent and interviewed to get the specific 

answers of the specific questionnaire. Finally, the result 

of this study suggests the proper application and use of 

Accounting Software ensures strong responsibility and 

accountability of the business enterprise and it also 

helps the owner and policy makers of the firm’s to better 

understanding about their performance and result. With 

employing accounting software technology, small and 

medium business enterprises can reduce its operating 

cost and then increasing its profitability and competitive 

power.  

Keywords: Accounting Software (AC), Small Medium 

enterprises (SMEs), Barrier and Profitability etc. 

1. INTRODUCTION 

 

1.1 Background of the Study: 

 

In today’s IT centric world, organization clearly can 

neither operate nor survive- much less thrive- without 

information system that allow the organization to move 

forward in a controlled, yet competitive, manner 

(U.Gelinas, R. et al, 2011). The study of Accounting 

with the recognition of information system is a business 

resource such as- raw materials, capital, labor and 

information stated vital to the survival of contemporary 

of business organization (James A. Hall, 2010).  

 

Accounting Software System is a tool which, when 

incorporated into the field of Information and 

Technology systems (IT), were designed to help in the 

management and control of topics related to firms' 

economic-financial area. But the stunning advance in 

technology has opened up the possibility of generating 

and using accounting information from a strategic 

viewpoint. Since this is important for all firms, it is more 

important even for medium-sized and small ones which 

need this information to deal with a higher degree of 

uncertainty in the competitive market (El Louadi , 1998).  

Stefanou (2006) observed that although information 

system does not require a computer to function, the 

computerization of the accounting function, the term 

AIS is used primarily to denote the computer-based 

information system. Although in comparative 

organizational cultures among countries Bangladesh 

appear as a country with high resistance to changes that 

delivers uncertainty of companies’ investments of IT 

(Hofstede, 2001). 

 

Because of its important role in economics growth, small 

and medium business enterprises has to increase its 

capability and practice of Accounting Software in order 

to win the global competition with foreign economics 

institution.  

The paper is organized into five sections. In section 2 we 

describe the methodology used in this particular sample. 

The following section reports the finding and discussion. 

The paper is concluded in Section 5. 

 

1.2 Literature Review of the Study: 

Along with the improvements in the technology, 

information systems have been computerized which 

have replaced manual accounting systems with 

computerized ones (Fowzia & Nasrin, 2011). In the 

modern day economy, managerial skills for undertaking 

planning, marketing, and cash-flow management are 

vital for survival of a small and medium enterprise 

(Zaman & Islam, 2011). SMEs all over the world have 

been playing a crucial role in promoting economic 
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development as well as industrial production (S. M. 

Akterujjaman, 2010). 

 

Of the total industrial units about 90% are the SMEs. 

Recent estimate has revealed that there are 0.6 million 

SMEs in Bangladesh which are gradually occupying a 

remarkable position in the competitive market structure. 

These SMEs are the breeding ground of the large 

enterprises through a process of natural selection. The 

highly successful and innovative SMEs of today grow 

into the large firms and multinationals of tomorrow (MS 

Reza, 2012). Information, be it financial or non-

financial, is one of the key factors for success in this 

global-economy era (Brecht & Martin, 1996). Further, 

the SMEs have seen high failure rate (Ballantine et al., 

1998) due to their inability to influence market price by 

altering the output levels (Storey & Cressy, 1995). They 

also have small market shares, are unable to mount 

barriers to entry to their industry and are heavily 

dependent on a small number of customers (Storey & 

Cressy, 1995). 

In computerized system computers are used in 

processing data and in disseminating accounting 

information to interested users. Now-a-days most of the 

small business organizations eventually replace their 

manual accounting system with computerized 

accounting system. Accounting software programs that 

gather the various accounting information related to 

sales, purchases, receivables, payables, cash receipts, 

cash disbursements, and payroll. And in this procedure 

the financial statement is generated (Islam, 2010).  

In other words, there are improvements in administrative 

management regarding accountancy and finance. By 

using Accounting Software, it is possible to gauge the 

risk of some operations or predict future earnings with 

sophisticated software applications. Despite of some 

authors who postulate that the direction of the cause-

effect relationship is only that companies achieve a high 

performance when they can afford the implementation of 

certain technological developments (Damanpour and 

Gopalakrishnan, 2001).  

Others indicate that firm performance drops just after the 

implementation, taking several years to realize the 

benefits from Accounting Software adoptions (Wah, 

2000). Effectiveness of accounting information system 

also depends on the perception of decision-makers on 

the usefulness of information generated by the system to 

satisfy informational needs for operation processes, 

managerial reports, budgeting and control within 

organization (Sajady et al, 2008). 

This study shows the practice of Accounting Software 

and find out major constraint that influence on SMEs 

Accounting system. Then the authors have mentioned 

some recommendation in development of Accounting 

Software practice in SMEs sector of Bangladesh. 

      1.3 Overview of SMEs in Bangladesh: 

 

SMEs are recognized as engine of economic growth and 

employment generation for sustainable industrialization 

in both developed and developing countries of the world. 

In context of Bangladesh, there is no alternative of small 

and medium enterprises for rapid industrialization and 

national economic growth through lower capital 

investment and employment generation (Retrieved 2014, 

http://www.smef.org.bd/). 

In Bangladesh, SMEs including micro enterprises 

comprise over 99 per cent of all industrial units, 

contributing over 85 per cent of industrial employment. 

Focusing on the 10+ units, small units constitute 87.4 

per cent, followed by medium and large units 

comprising 5.7 and 6.9 per cent respectively. In other 

words, 81 thousand SMEs all together constitute more 

than 93 per cent of the total 10+ units. Again, focusing 

on the 10+ units, small units contribute to 35 per cent of 

the employment, followed by medium and large units 

comprising 8.8 and 56.0 per cent respectively. In other 

words, SMEs employ 1.3 million people, constituting 44 

percent of employment generated by 10+ units (A.K.M. 

Helal uz Zaman and Md. Jahirul Islam, 2011). 

For the purpose of this study, a business enterprise is 

considered small or micro if it satisfies any one of the 

following conditions:  

As per industrial policy 2005 of Bangladesh, larger 

industry is defined to include all industrial enterprise 

having more than 100 workers and /or having a fixed 

capital of over Tk.100 million. Medium Industries 

covers enterprises employing between Tk.15 million and 

Tk.100 millions. Small industry means enterprises 

having fewer than 25 workers and/or with a fixed capital 

investment of less than Tk.15 millions. 

 

As per Bangladesh Bank Definitions:  
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Small enterprise means an entity, ideally not a public 

limited company that does not employ more than 60 

people if it is a manufacturing concern and 20 persons if 

it is trading concern and 30 people if it is a service 

concern and also fulfills the following criteria:  

(1) A service concern with total assets at cost 

excluding land and building for To 50,000 to 30 

lac. (2) A trading concern with total assets at 

cost excluding land and building from To 

50,000 to 50 lac. (3) A manufacturing concern 

with total assets at cost excluding land and 

building form Tk.50, 000 to Tk.1 crores.  

1.4   Objectives of the Study: 

The main objectives of this study are as follows: 

 To show the practice of Accounting Software in 

SMEs of Bangladesh. 

 To find out the major barriers in implementing 

Accounting Software System for the SMEs. 

 To suggest recommendations to overcome the 

barriers related to Accounting Software System. 

 

2. DATA AND RESEARCH 

METHODOLOGY: 

 

Research Design: This paper is mainly based on 

empirical analysis of both primary and secondary data. 

A structured survey questionnaire has been used for 

primary data collection.   

 We sampled 300 SMEs from the SME Foundation 

Database of Bangladesh based on large employee 

size (www.smef.org.bd). Out of the 300 

questionnaire, 220 responses were received. In 

order to ascertain the barrier of Accounting 

Software practicing, we focused on SMEs that 

adopt accounting software in their business. Users 

of accounting software were selected from the 

cliental lists of some accounting software 

application providers in Bangladesh.  

 Review Scholar articles and findings are presented 

by the use of descriptive statistics.  

 Secondary sources are from different local and 

international published articles, books, websites, 

and seminar papers etc. 

Math Formula: ANOVA analysis 

 Between Samples: SSB= ∑
  

  

 
     

  

 
 

 Within Samples:     SSW= ∑    
  

    ∑
  

  

 
   

3. RESULT AND DISCUSSION:  

In this study, Figure 1.1 represents the features of the 

firms based on, size and ownership. On the size, the 

firms were categorized as: micro representing 24 firms 

(11%) of valid respondents, small total 112 which 

indicates (51%) and medium representing 84 firms 

(38%). In terms of ownership, majority 82% of the firms 

were Bangladeshi owned. Foreign firms were made up 

of 16% of respondents and 2% of total valid respondent 

firms were owned by both Bangladeshi and foreigners. 

The form of business organization was also identified in 

Table 1: Sole proprietorships were made up of 42% of 

the total respondent firms, 4% of the valid respondent 

firms were organized as partnership and the remaining 

54% were organized as limited liability companies. The 

Table also illustrated total thirteen industries were 

identified and they are Manufacturing (13%), Printing & 

Publication (6%), Advertising Agency (5%), Courier 

Service (8%), Fuel & CNG (3%), Electrical & 

Electronics (21%), Motor Workshop (7%), Construction 

& Mining (2%), Hotel & Hospitality (9%), IT Service 

(4%), Medical Services (4%), Wholesale & Retail 

Stationery (15%) and Catering Services (3%). 
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                                                  Figure 1.1: Features of Sampled Firm 

                                                Table 1: Category of Firms and Ownership. 

              Pattern Number Percentage 

Form of Ownership: 

Sole-proprietor  

Partnership 

Limited Liability Company 

 

92 

8 

120 

 

42% 

4% 

54% 

Industry Category: 

Manufacturing 

Printing & Publication 

Advertising Agency 

Courier Service 

Fuel & CNG 

Electrical & Electronics 

Motor Workshop 

Construction & Mining  

Hotel & Hospitality  

IT Service 

Medical Services 

Wholesale & Retail Stationery 

Catering Services 

 

28 

14 

12 

17 

6 

47 

15 

5 

19 

8 

8 

34 

7 

 

13% 

6% 

5% 

8% 

3% 

21% 

7% 

2% 

9% 

4% 

4% 

15% 

3% 

                               Source:  Survey from 2013                                       
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Figure 1.2 illustrated the background and training of the Managing Directors (MD) of respondent firms. As shown in 

Figure, 13% of the MDs have Masters Degree and 48% have a Bachelor. MDs of the respondent firms also have 

professional training in diverse disciplines: Accounting and Finance (36%), Economics (5%), Marketing (23%),  

 

Engineering (17%), Computer Science (15%) and Human resource (4%).  

 

         

Figure 1.2: Background and Training of the Managing Director’s (MD) of respondent firms.    

The results as indicated in Table 2 depicts that almost maximum of the respondents use computer system and accounting 

software in their operations.  

                                                       

Table 2: Status of Computer and Accounting Software Usage 

 

              Pattern Yes  No  Total 

Use of computer 

system in operations  

Percentage (%) 

160 

 73% 

60  

27% 

220 

100 

Use of accounting 

software in operation 

Percentage (%) 

116  

53% 

104  

47% 

220 

100 

           

The result of this study in table 3 showed that, Tally, Troyee, QuickBooks, Sage, and Excel are widely using accounting 

software that SMEs have adopted. The Figure 1.3 illustrated the majority of the SMEs (65%) are interested in excel based 

accounting system while 16% preferred the use Tally software, 10% use Troyee and 6% respondent use Quick Books. 
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Table 3: Practices of Accounting Software in SMEs of Bangladesh 

              Pattern Total Percentage 

Kinds of accounting 

software use in SME: 

Tally 

Troyee 

QuickBooks 

Sage 

Excel 

Others 

Total  

 

26 

16 

9 

5 

96 

8 

160 

 

16% 

10% 

6% 

3% 

60% 

5% 

100 

 

 

 

 

                               Figure 1.3: Practices of Accounting Software in SMEs of Bangladesh. 

3.1 Barriers in Adoption of Accounting Software in SMEs: 
 

In this study, Table 4 shows that 79% of the firms feel that a lack of infrastructure and environment has a major barrier, 

15% became undecided and 6% firms disagree with this factor. Almost 34% of the decision-makers within the surveyed 

firms feel that there is not enough resource available at their disposal about relevant and effective technologies and 39% 

were undecided and 27% disagreed. Of the respondents, 49% feel that the system is awkward and critical. About 91% of 

the firms feel there is not enough training and support from the top-management in the firms. Other barriers identified 

include: government regulations and requirements and bad experiences in the past. 
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Table 4: Factors of barrier in implementing Accounting Software in SMEs. 

 

Factors of 

barrier 

Strongl

y 

Agree 

% Undec

ided 

% Strongl

y 

Disagr

ee 

% 

Infrastructu

re and 

environmen
t. 

127 79

% 

24 15

% 

9 6

% 

Constraine
d resources  

55 34

% 

62 39

% 

43 27

% 

Awkward 

of the 

system  

79 49

% 

25 16

% 

56 35

% 

Training & 
Manpower 

145 91

% 

2 1

% 

13 8

% 

 Frequent 

breakdown 

error  

38 24

% 

94 59

% 

28 17

% 

 

 

Figure 1.4: Factors of barrier in implementing Accounting Software in SMEs. 
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4.  Hypothesis and Analysis: 

To measure whether five major factors are same or not for implementing Accounting Software in SMEs, the authors have 

applied Mean value and ANOVA analysis technique. The result evaluates using null and alternative hypotheses. 

 

Hypothesis: 

          = The five factors have equal impact of implementing Accounting Software in SMEs of Bangladesh. 

                = The five factors have not equal impact. 

                                          

                                                    Table 5: Mean value 

Infrastructure and 

environment      

Constrained 

resources      

Awkward of the 

system      

Training 

Manpower      

Frequent 

breakdown      

381 165 237 435 114 

48 124 50 4 188 

9 43 56 13 28 

∑    146 ∑    332 ∑    343 ∑    452 ∑    330 

 

The table 6 shows the ANOVA analysis of the factors affecting implementation of Accounting Software in SMEs of 

Bangladesh.  These five factors do not vary and state the equal impact due to the calculated value 0.00293 and the table 

value for F (4, 10) at the 5% level of significance is 3.478. Thus, we reject the alternative hypothesis and accept the null 

hypothesis.         

                                                              Table 6: ANOVA Analysis 

Source of 

Variation 

Sum of Squares (SS) Degree of 

Freedom (df) 

Mean Square 

(MS) 

Variance 

Ratio F 

Between 

Samples 

= 27145.55 – 26600.08 

= 545.08 

5-1 = 4 MSB= 
      

 
 

    

         = 136.27 

 

 

F= 
      

        
 

 

 

= 0.00293 

Within Samples = 492380 – 27145.55 

= 465234.45 

15 – 5= 10 MSW= 
         

  
 

        

         = 46523.45 

Total = 492380 – 26600.47 

= 465734.53 

15 – 1= 14  

 

5. CONCLUSION AND RECOMMENDATION: 

 

Any business that is on the up needs timely information about its financial performance such as Yearly, Quarterly, or 

sometimes even Monthly so on. Shareholders are not involved in the day-to-day running of the business who will also 

want information about business performance. Computer base accounting system makes the business organization more 

dynamic and competitive in their sector. This study examines major factors of barrier and the result shows that these 

factors have same level of impact for implementing Accounting Software in SMEs sector. We reject alternative 

hypothesis because in Bangladesh practicing of Accounting Software should not reach very much familiar stage due these 
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major factors of barrier. Bangladesh categorized as low income country having some severe problems like employment, 

energy crisis, low per capita income, poverty, security dearth and dependency on imported goods. SMEs can play a vital 

role for the development of economy of Bangladesh as well as create employment opportunities in the country. Though 

the factors are critical, firstly, proper allocation of resources and infrastructure development help the business owner to 

put an extra emphasize on Accounting Software practicing in their business. Different professional training institute need 

to establish for skill manpower development which assists them to understand the awkward system of computer based 

accounting system. Furthermore, Government and other Regulatory Authority should take necessary steps to grow and 

practice of Accounting Software. Consequently, this study try to capture a snapshoot for practicing and implementing of 

Accounting Software in SME sector of Bangladesh and a well-defined strategy in favor of investing in Accounting 

Software and favoring their use needs an organizational culture to accompany it, even if in the short term allocating 

resources to Accounting Software increase performance, productivity as well as responsibility of the business 

organization. 
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