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ABSTRACT

The aim of this study is to examine the information quality and its effect on
performance of Iragi companies. Organizations were found aware on the need to
have quality of information as to cope with environmental uncertainty. Most
organizations agree on the importance of accounting information system (AlS) as
to gather, perform, and report about the performance of their financial activities.
Findings show quality of information is an important factor for performance
enhancement. Therefore, to become or remain competitive need organizations to
have good AIS as it helps organizations to formulate better strategies and later
achieve better organizational performance. This means quality of information is
certainly a strategic factor for organizational survival or prosperity.

Keywords: Accounting Information System, Organizational Performance,
Competitiveness, information quality

INTRODUCTION

A successful organization not only makes decisibos should implement
the right ones. A decision is concerned with s@acbf an alternative among a
number of alternatives. In order to select the bast decision-makers need some
guidance and one of it is information of managemastounting. There is no
doubt that information technology has become anomamt factor for most
organizations in achieving their objectives. Ingffint management system and
rapid environmental changes may cause difficultygather latest information
(Hilman, 2011).

Such obstacles surely dampen their potential tenadize their strategic

plan but it can be overcome through systematicrimédion system (Salehi et al.,
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2010. For example, computerized IS which include actioagninformation
system should help organizations to strategize sebras better even though
during high uncertainty situations (Gattiker ando@ue, 2004).

According to Boockholdt (1999), accounting inforioat system (AIS)
can be defined as a system that operates funatibdata gathering, processing,
categorizing, and reporting financial events witle @aim of providing relevant
information for the purpose of score keeping, ditendirecting and decision-
making. To have systematic AlS, it is crucial thabst actions are taken from
accounting information (Daft and Weick, 1984). Rermore, it has the greatest
capacity to affect organization behavior as well pesformance (Tripsas and
Gavetti, 2000).

Interestingly, some organizations posses advand&da& to meet their
strategic goals (Bibuljica, 2009). The reason spde which is to enable them to
make better economic and financial decisions. Sugdanizations do aware the
consequences of failure to do will lead them tooreposses or bankruptcy
(Salehi, 2010). No doubt that the road for banlayps paved by poor decisions
(Young, 1982).

However, there is significant a gap in studying thitionship between
information quality and the performance of orgati@ss in Iraq. Therefore, the
main purpose of this study is to investigate tHati@enship between the strategic
role of information quality and organizational perhance in the context of

business institution in Iraq.

LITERATURE REVIEW
The management accountants within AIS were viewsdnaolving the
design and operation of financial advisory and rnmfation systems in
organizational settings. According to Birkett (198&here are three factors
influence quality of management accounting:
1. Compliance, which focuses on the design and operati system concerned
with technical compliance with external regulatiorsnd reporting

requirement;



2. Control, which is the systems to support resouremagement and control
including standard costing and variance analysisxildle budgeting,
responsibility accounting, and accounting perforceameasures; and

3. Competitive support, which is the provision of fiicéal services to the
management team in order to enhance the firm's etitiyeness. The
accounting function is seen as one of producingrfomal services, which add

value, and the management team is seen as a cansiithese services.

Accounting I nformation System

Accounting Information System (AIS) has been defibg Hurt (2008) as
“a set of interrelated activities, documents, amchhologies designed to collect
data, process it, and report information to a digegroup of internal and external
decision makers in organizations.” A well-desigd® should characterize with
gathering data on the elements of financial statgésperansforming those data
into relevant and reliable information, and adaptirand maintaining to cost-
benefit constraint.

Accounting Information System has the potentialfaailitate strategy
management and increase organizational perform@beslin and Greve, 2004).
Aberneth and Guthrie (1994) pointed out that thiéedinces in organizations’
strategies tend to affect the scope of their infdion system. They found that
organizations pursuing a differentiation strategy more effective in using wide-
scope AIS. This included a high load of informafi@uich as internal/external,
financial/non-financial, and past/future oriented.

Bouwens and Abernethy (2000) also declared thedrozgtions fitting a
cost strategy to narrow scope AIS are the mostcfe However, this type of
AIS is not suitable for increasing performance ofamizations pursuing a
customization and flexibility strategy. If AIS cée linked to strategy and strategy
is linked to performance, then we can argue thathisticated AIS can be
expected to have positive effects on performanceutih a strategy focused on

flexibility and change, such as prospectors.

3 Muhamed Sami et al.



Jural Riset Manajemen Sains Indonesia (JRMSI) - ®,dNo. 2, 2011

Several studies were conducted on searching theacimgf information
systems on organizational performance (Brynjolfsaaod Hitt 1996; Kohli and
Devaraj 2003; Mukhopadhyay et al. 1995; Olugbodealet 2008). Moreover,
Gorla et al. (2010) studied the role of informatgystem quality as a mediating
variable in the relationship between informatiorsteyns and organizational
performance.

Today's AIS is perceived as a strategic tool in valimg quality
information to enhance organizational performan®éugbode et al., (2008)
concluded that changes to the accounting systerh,|@f infrastructure of an
organization have improved its operational processel efficiency. This means
AIS is capable to provide comprehensive informatmmmanagers to make better
decision especially for those who are competing highly competitive
environment (Gerdin and Greve, 2004).

Some considered AIS as essential or critical fteative decision making
(Sajady et al., 2008). However, effective AlS depen its capability to provide
information that serves various system users. G#lgeklS has five components:
Inputs, Processes, Outputs, Storage, an Internatr@e (Hurt, 2008). With
systematic AlS, organizations will have better gyabf business intelligence
(data, information and knowledge) and this shouldbdée them to secure better
performance (Chong and Eggleton, 2007).

I nformation Quality

Never before has the information on which managemeases its
decisions been so important — or so dynamic. Asgutiie quality, speed, and
reasonable cost of information has become a pyidoit decisions makers and
their organizations.

In today’s fast-paced business environment, cotposgsdom can change
daily, as well as the management’s needs on infiiomaAs the emergence of the
Knowledge Age ramps up the value of an organizaionformation assets,
accountants can add significant value by improvithg quality of their

organizations’ information and helping to reducgoasated costs.



Surprisingly, the product manufacturing process roffgr some useful
analogies to management accounting department whot wo assess the
effectiveness of information management in thegaoizations. Manufacturing
systems are actually quite similar to the systesexiito develop accounting and
management information. Information systems gatlza, process the data into
useful knowledge, and issue reports to managerotrad decision makers, just
as production systems gather raw materials, tramstbe materials into finished
products, and deliver the products to customerginQuthe past years, many
manufacturing companies have dramatically revised production processes to
boost product quality and reduce production coStkéman, 1999). The lesson
that production manager have learned can help ataois improve the quality of
information and at the same time, reduce its costs.

Researchers used variety dimensions to specifynrdton quality. Huh
et al. (1990) identfied four dimensions such asuaacy, completeness,
consistency, and current. Clikeman (1999) also doalmost similar dimensions
such as relevance, reliability, timeliness, andt.cb4eanwhile, Nelson et al.
(2005) emphasized on accuracy, completeness, ¢ur@md format for
information quality - related to the presentatiapdut of information outputs.

Information quality refers, from information persgige, to the quality of
outputs the information system produces (DeLoneMadean, 1992), which are
shown by reports or online screens. Doll et al.9@)9has five construct
comprising information quality, e.g. content, a@ay, format, ease of use, and
timeliness. In this study, ease of use and tims$irege included n system quality
because they are influenced by the hardware/sadtwgstem itself. Information
accuracy has been included in this study as an itethe “content” construct
because it is closely related to information cont€denerally, almost similar
dimensions were identified in defining quality infeation. This includes AIS as
managers need quality and reliable system to mekertdecision.

Sori (2009) stated AIS plays an important role itedmining
organizational performance through providing infatian both actual and budget

data of the organization that solidifies companysmnagement to plan and
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monitor business operation. They also play an itgmbrrole that contributes to

organizations value added by providing internalynerated input from financial

instruments. Meanwhile, Mitchell (2002) identifiésur main criteria to have

sound organizational performance, such as:

* Relevance, which means parties in an organizageh fheasurements being
used relevant to their needs and interests;

» Effectiveness, which means capable to help orgtaizaneasure degree of
success in pursuing its objectives;

» Efficiency, which means capable to help organizatineasure degree of
success in exploiting its resources; and

» Financial Viability, which means capable to helgamization achieve sound
financial standing at short, medium, and long-tbansis.

However, information will not remain stable espégian highly volatile
business environment. Information processing tiséoiave suggested different
sources of uncertainty, including the charactasstf the self-contained tasks,
instability of sub-units due to external environmenterdependence among sub-
units (Tushman and Nadler, 1978), and differemrahmong sub-units (Daft and
Lengel, 1986). All these uncertainties arise frove ¢complexity and dynamism of
the environment or due to frequent changes in uaremvironmental variables.

Meanwhile, the organizational information procegsitheory (OIPT)
involves three important concepts: information @ssing needs, optimal
performance and information processing capabi@glbraith, 1974). This theory
is based on the assumption that information is ggeshthe most critical factor
faced by modern organizations (Fairbank et al.,6200he theory states that
organizations are structured around information aod have systematic
information flows is important as to reduce undetta(Fairbank et al., 2006).
Basically, the information processing view considtire relationship between the
information of the organization and the manageneérihe information to be an
organization’s most critical performance factori(pank et al., 2006). In light of

the organizational information processing theorfie tinvestigation of the



relationship between information quality and thef@enance of the organization
is potential.

Therefore, this study adapted a model developeGna et al. (2010),
which reflect the preciseness characteristics ébrimation quality related to
information systems. This model comprises two aateg for information
guality, e.g. information content and informatioarrhat. Information content
determines the relevance of the provided infornmatimthe user and the accuracy
and completeness of the information. Informatiomfat determines the style of
provided information and whether information iseggnted in an-easy-to-
understand format or not.

In relation to the organizational information prssig theory, this study
investigated relationship between information dyahnd performance of an
organization. Specifically, this study investigathd following hypotheses:

H1: There is a positive relationship between omgtional performance and

AIS’s information quality.

Hla: Accuracy characteristic of AlIS’s information canfluence organizational
performance.

H1lb: Completeness characteristic of AIS’s informatiotean influence
organizational performance.

Hlc: Conciseness characteristic of AIS’s informatiocan influence
organizational performance.

H1ld: Timeliness characteristic of AIS’s information arc influence
organizational performance.

Hle: Relevance characteristic of AIS’s informatiomgafluence organizational
performance.

H1f: Currency characteristic of AlS’s information ceafluence organizational
performance.

H1lg: Consistency characteristic of AIS’s informatioman influence
organizational performance.

Hlh: Easy to understand characteristic of AIS’s infation can influence

organizational performance.
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Following subtopics discuss research methodologygoeised in this
study. The methods used were identified as the apptoach to address in

addressing the objectives of this research.

METHODOLOGY

Questionnaire was distributed to head of top ardbieilevel managers of
organizations whom adopted AlS. This study adaptetbdel developed by Gorla
et al. (2010), which reflect the preciseness charestics of information quality
related to information systems. The model comprise® categories of
information quality; Information content and Infomtion format. Information
content determines the relevance of the providéatnmation to the user and the
accuracy and completeness of the information. Mé&adewinformation format
determines the style of provided information anctthiler information is presented
in an easy-to-understand format or not.

Following are dimensions for independent variablgcl is divided into
two categories, six items for content category tredlast two items for format
category:

* Accuracy; refers to unionism of attributes of resitity, database, and
arithmetic computation (Huh et al., 1990).

* Completeness; refers to some specific applicatiotsch refers to whether
all of the information relevant to that applicatiare present.

» Conciseness; refers to whether the informatiorrae of asymmetry which
may lead to ambiguity.

* Timeliness; refers to whether the information isided at the right time.

* Relevance; refers to identifying whether informatis related significantly to
the problem / decision making process.

e  Current; refers to whether the provided informat®mip to date —knowledge
management.

» Consistency; refers to an absence of conflict betwsvo or more datasets,
and finally.

» Easy to understand.



Independent Variable Dependent Variable

Information Quality
= Accuracy
= Completeness
= Conciseness

Performance
= Timeliness

= Consistency

= Relevance

= Currency

= Easy to understand

Figure 1: Conceptual Framework
Sources: Adapted from Gorla et al. (2010:98)

Specifically this study measured the relationshgiween information
quality and organizational performance. In ordedé&dermine whether there are
significant relationships among the independenigées and dependent variable,
Pearson Correlation Coefficient analysis were edrrout. The scale model
suggested by Davies (1971) used to describe theticeship between the
independent variables and the dependent variaf@eshamwn below:

= 0.70 and above: very strong relationship

= 0.50t00.69: strong relationship

= 0.30t00.49: moderate relationship
= 0.10t00.29: low relationship

= 0.01t00.09: very low relationship

Information quality is measured with indicator \edolies of content (Six
items) and format (two items). The quality of infation quality is computed by

averaging the questionnaires that relevant to mtqgeindicators. Meanwhile, the
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organizational performance consist five indicateush as supplier switch/search
costs (five items), products/service enhancembantétitems), market information
support (three items), product cost control (faems), and internal organizational
efficiency (eight items). Specifically, questionres were distributed through mail
survey and most of the respondents were head abuating and finance
department of organizations in Iraq.

The questionnaire focused on the participants’ bemknd information
and included items that asked respondents about pleeceptions of business
performance, and information quality. Regardingamigational performance, the
respondent were to give on a 5-point scale (1 =allamportant, 5 = extremely
important) their perceptions regarding informatigoality items, respondents
were required to answer on a 5-point scale (1 =atloensured, 5 = perfectly
ensured) regarding their overall perception ofdbeounting information systems

they use.

FINDINGS

Overall, five (5) chief executive officer, two (hief operating officer, ten
(10) managing director, eighteen (18) general managwenty-eight (28)
manager, and seven (7) others answered the questionihe majority of the
respondents, 47 or 67.14% still used manual AlSlentthe others or 23
companies (32.85%) used computerized AIS (Figure 2)

The distribution of business types in our sampleluded 11.42% in
electrical and electronics companies, 35.71% odfand beverage companies,
5.71% in fabricated metal companies, 1.42% in chamincluding petroleum
companies, 45.71% in the companies like financelises sector (finance,
banking, insurance), trading sector (wholesal@jlieg, trading), and healthcare.

In the sample of this study, the number of empisyavas as follows:
8.57% from the companies have employees with fethan 50 employees,
18.57% have between 50-100 employees, 62.85% with200 employees,
5.71% with 201-400 employees, and 0% for more #@00 employees.

10



AlS in participants' companies

100% -
80%

67.14%
60% -
o 32.85%
0%
Computerized Manual

Figure 2: AIS Type in Participants’ Companies

Sources: Data processing

For reliability analysis, the Alpha value for indeent variable and
dependent variable was 0.80. The mean for bothtaois were strong as
information quality recorded (4.17) and organizadib performance (4.36).
Meanwhile, the result for H1 is significant whicheans there is strong
relationship between the two variables; qualityrddrmation and organizational
performance (r=.584, n=70, p<.01), in other woedsept Hypothesis 1.

Specifically, the results forHla indicate significant with moderate
relationship between accuracy characteristic of '@dlSnformation and
organizational performance (r=.357, n=70, p<.0l), accept Hypothesis 1la.
Similar finding for Hb as the results indicated significant with moderate
relationship between completeness characteristicAl8's information and
organizational performance (r=.363, n=70, p<.01), accept Hypothesis 1b.
However, the result for Hl indicated no significant relationship between
conciseness characteristic of AIS’s information amganizational performance
(r=.205, n=70, p<.01), or reject Hypothesis. For H1d, the result indicated
significant with low relationship between timelisegharacteristic of AIS’s
information and organizational performance (r=.29270, p<.01), or accept

Hypothesis .
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For Hle, the result also indicated significant with lowlate@nship
between relevance characteristic of AIS’s informatiand organizational
performance (r=.273, n=70, p<.01), or accept Hygsith B. Similar findings for
H1f as the result indicated significant with small tielaship between currency
characteristic of AlIS’s information and organizat performance (r=.247, n=70,
p<.01), or accept Hypothesis HFor Hlg, the result indicated significant with
moderate relationship between consistency charsiiteof AIS’s information
and organizational performance (r=.448, n=70, px.0daccept Hypothesis Ig1
Meanwhile, for Hh, the result indicated significant with small redaship
between easy to understand characteristic of Afffmation and organizational
performance (r=.258, n=70, p<.01), or Hypothedisisl accepted. Overall, the

results clearly indicated that all hypotheses veexeepted except K1

Table 1: Inter correlation among the factors

Easy to Information
Accuracy Completeness Timeliness Conciseness Relevance Currency Consistency Performance
Understand Quality

0.324%* 0.125 0.014 0.015  -0.069 0.282% 0.074 0.385%* 0.357%*

- 0.146 0.215 0.014 0.133  0.453%* 0.019 0.518%* 0.363%*

- - 0.312%* 0.093  0.797**  -0.057 0.079 0.693%* 0.292*

- - - 0.360%*  0.268* 0.090 -0.062 0.539%* 0.205

- - - - 0.020 0.127 0.156 0.408** 0.273*

- - - - - -0.102 0.055 0.603%* 0.247*

- - - - - - 0.389%*  0.483*8 0.448%*

- - - - - - - 0.410%* 0.258*

- - - - - - - - 0.584%*

Source: Data processing
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For regression analysis, the findings for linearreation analysis
indicated quality of information quality is correda with organizational
performance. The R-square value of the study i$%4which means quality of
information - independent variable explained orgational performance —
dependent variable by 34.1%. In other words, tleee some other factors do

influence organizational performance.

Table 2: Information quality and performance’ regression analysis

Variable Beta Standardization Sig.
Information Quality 0.584 0.000
F Value 35.212
R 0.584
R Square 0.341
Adjusted R Square 0.331

Sources: Data processing

For the Adjusted R Square, the value obtained 3310. illustrate or
33.1%. This can be interpreted as 33.1% of org#pizal performance can be
explained by the independent variable — qualitynébrmation. In other words,
66.9% are caused by other variables. Furthermdre, beta ) value for
information quality § =.584) explains the significance of the independen
variable to organizational performance. Besided, ttiee F change value of
35.212 is significant at <0.01 levels.

Meanwhile, the result for multiple regression betwedimensions of
guality information (accuracy, completeness, timedis, relevance, current,
consistency, and easy to understand) of AIS andnizgtional performance are
found correlated. Specifically accuracy and coesisy characteristics of
information quality are found correlated signifitlgnat <0.05 levels. However,
the correlation between information conciseness @gdnizational performance
was not significant. Multiple Regression analydiews a substantial correlation
between all these independent or predictor varkaklgh dependent variable -
organizational performance as R= .638, R squangeval.407, and the adjusted R

square equals = .329.
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The beta f) value for information accuracy (= 0.236) and information
consistencyf{ = 0.307) reveal that these two constructs playomgmt influences
toward organizational performance. Between these Variables, information
consistency is the strongest variable. Furthermiofermation completenes$ €
0.104), information timelines$ (= 0.062), information concisenegs £ 0.002),
information relevancep(= 0.207), information currency (= 0.222) and easy to

understandf{ = 0.070) have positive relationship and significan

Table 3: Information quality constructs and performance’ regression analysis

Variable Beta Standardization Sig.
Accuracy 0.236 0.038
Completeness 0.104 0.032
Timeliness 0.062 0.026
Conciseness 0.002 0.044
Relevance 0.207 0.012
Currency 0.222 0.003
Consistency 0.307 0.019
Easy to understand 0.070 0.035
F Value 5.238
R 0.638
R Square 0.407
Adjusted R Square 0.329

Sources: Data Processing

CONCLUSIONS

This study is about the importance of informatiaraliy as a strategic
factor among organizations in Iraq. The resultsgested that organizations
should be aware and consider the importance ofrmdtion quality. This means,
the information quality of AIS plays a significaiaie in enhancing organizational

performance. These findings supported Gorla ef2010) research findings.
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Specifically, accuracy and consistency of informatiquality play a
significant role in enhancing the organizationaff@enance at least in the context
of Iraqi’s organizations. Finding of this studyuseful in helping them prioritize
their efforts at meetings the needs and wantseaif tirganizations. Therefore, to
be aware on these factors should enable them vovewr remain competitive.

In conclusion, further study such as examiningrtte of decision-making
process as mediator in the relationship betweetitgwd information as strategic
factor and organizational performance should besidened. A study to identify
why some organizations still have not adapting aastenized AlIS at least in Iraq
should be conducted too. All these suggestionsldhwelp organizations in Iraq

to enhance their competitiveness in today’s busieesironment.
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