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Abstract 

The aim of this study is to examine whether each of the variables (level of competition, age of enterprise, type of 

sector, quality of ownership, and size of enterprise) has an impact on adopting administrative accounting practices 

measured by each of (cost systems, budget systems, performance assessment systems) within small and middle 

sized industrial enterprises in Dubai, in addition to determining whether enterprises are facing difficulties in 

applying administrative accounting practices. The population of the study represents all small and middle sized 

industrial enterprises in Dubai. To achieve the study objectives, a questionnaire is designed and distributed on the 

study sample which consists of (160) accountants and financial mangers working at small and middle sized 

enterprises in Dubai. The researcher could retrieve (127) responses and (32) responses have been disregarded; thus, 

the final study sample is represented by (95) responses. For the purpose of the study, the analytical descriptive 

approach is also employed. Furthermore, to test the study hypothesis, multiple regression model and One Sample 

T- test are used. The study findings reveal that small and middle sized enterprises in Dubai apply all administrative 

accounting practices represented by each of (cost systems, budget systems, performance assessment systems). As 

well, there is an impact of each of the variables (level of competition, age of enterprise, type of sector, quality of 

ownership, and size of enterprise) on adopting administrative accounting practices measured by each of (cost 

systems, budget systems, performance assessment systems). Moreover, the study finds that small and middle sized 

industrial enterprises in Dubai face difficulties in adopting administrative accounting practices but in a slight 
degree in which that the arithmetical average value is very close to the default average value.  

Keywords: implementation of management accounting systems, small and medium - size enterprises, Dubai 

1. Introduction  

Dubai is considered one of the fastest growing regions in the world in terms of economic growth and trade. The 

small and medium sized enterprises are the backbone of Dubai’s economy, as they account for 95% of the United 

Arab Emirates listed businesses. These enterprises are responsible for employing 42% of the workforce and 

furthermore contribute to 40% of Dubai’s economy. The government in Dubai focuses heavily on enhancing the 

contribution and performance of the SME’s sector in order view them as equals in theory to develop and 
high-income countries (State Report of SME’s in Dubai for 2013).  

The study problem shows that the value and importance of administrative accounting is the most important 

component of information systems from one aspect. From another aspect the nature and importance of small and 

medium sized enterprises presence in any country, especially the industrial side due to the importance of the 

element of calculating product cost and taking the most important managerial decisions. The fact that enterprises 

do not use the management accounting methods to provide appropriate information to the management leads to 

weakness and less competitiveness at the global level, and even at local level. Therefore, the company must 

apply management accounting methods and develop them to enable the company management to make decisions 
based on scientific grounds.  

Accordingly, the study was conducted to identify the extent needed for the use of management accounting 

practices in small and medium sized industrial enterprises in Dubai and the factors influencing the use of such 

practices. To the knowledge of the researcher no previous study has targeted the use of management accounting 

practices in small and medium industrial enterprises in Dubai. The study problem can be formulated by the 

http://www.arabdict.com/en/english-arabic/arithmetical+average
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following questions:  

The research problem can be precisely framed by the following sub-questions:  

1- Do any of the variables listed (degree of competition, age of establishment, type of sector, quality of 

ownership and the size of the enterprise) affect the adoption of management accounting practices 
(measured by cost systems) in small and medium sized industrial enterprises in Dubai?  

2- Do any of the variables listed (degree of competition, age of establishment, type of sector, quality of 

ownership and size of the enterprise) affect the adoption of management accounting practices 
(measured by budget systems) in small and medium sized industrial enterprises in Dubai?  

3- Do any of the variables listed (degree of competition, age of establishment, type of sector, quality of 

ownership and the size of enterprise) affect the adoption of management accounting practices 

(measured by performance evaluation systems) in small and medium sized industrial enterprises in 
Dubai? 

2. Conceptual Framework  

2.1 Small and Medium Sized Industrial Enterprises in Dubai 

According to the official definition issued by the Mohammed Bin Rashid Establishment for the Development of 

Small and Medium Enterprises of the Department of Economics Development for Dubai in 2013, SME’s are: 

any establishment that carries out legal economic activity and is commercially registered (Dubai Economic Zone)  

or a free zone authority or industrial zone. In which abides by the criteria for the number of workers and total 

returns, according to the sector to which it belongs (trade/industry/services). Furthermore, according to the above 

definition, the industrial establishments for the purposes of this study were classified as shownin Table 1 as 
follows. 

Table 1. classification of SMEs in Dubai 

Type of Enterprise  No. of workers  Total Returns 

Very Small  Less than 20  More than 1 million Derhams and less than 100 million Derhams  
Small  Less than 100 More than 100 million Derhams and less than 250 million Derhams  
Medium  Less than 250 More than 250 million Derhams  

2.2 Previous Studies 

The first study reviewed in this section is the study of Adler et al, (2000), which aimed to measure the extent to 

which firms use advanced management accounting practices and the methods of comparison with traditional 

methods on a sample of 165 industrial companies in New Zealand. The conclusion of the study was that most 

companies use many modern methods while not abandoning the use of traditional management accounting 

methods. The study also concluded that the most important obstacles in adopting modern methods were due to 
the determinants and limitans of human resources in these companies.  

The study of Hamdallah, Shaban and Srouji (2014) aimed to explore the describe the use of cost accounting in 

textile, leather and garment companies in Jordan in terms of material cost, labour cost and indirect costs. The 

study also reviewed the impact of the use of cost systems on the pricing process using the distribution of a 

questionnaire to 76 participants. The study found that these companies suffer from a very high level of efficiency 

in which forces them to use cost systems to price their products, whilst considering material, labour and indirect 

costs. The study indicates that good quality, efficient systems, cost accounting and new technologies could and 

should be adopted, developed and implemented throughout the organisation, such as ABC and target costs. 

Furthermore, companies should also hire qualified cost accountants or train their own employees to use these 

systems. In addition, it is strongly suggested that further studies should be done about textiles, leather and 

garment companies to highlight the systems of management accounting. The results showed a relationship 

between the cost accounting system and the pricing process in small textile, leather and garment companies in 
Jordan with respect to independent variables. 

Furthermore, Ozyurek & Yilmaz (2015) conducted a study titled “The Application of cost systems in small and 

medium sized enterprises in Turkey”. The objective of the study was to describe and explain the adoption and 

application of cost systems in small and medium enterprises in Turkey. The researchers conducted a survey 

during 2014 on small and medium enterprises in Ankara, the results were evaluated using the SPSS system. The 

results of the study showed that the measuring operations and the similar production lines are more accurate than 

conventional cost systems. However, direct costs and public expenditures in return reduce the burden of 

increasingly sophisticated production facilities. This leads researchers to seek the cost of traditional systems of 
alternative technologies.  
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3. Population and Study Sample   

The study population consists of all the small and medium sized industrial enterprises in the Emirate of Dubai, 

based on the report of the 307 companies issued by the Department of Economic Development in Dubai in 2014. 

This report is considered to be the latest report approved by Dubai in the classification of small and medium 

sized industrial enterprises. The researchers distributed 160 questionnaires to the accountants and financial 

managers in the small and medium sized industrial enterprises in Dubai as the study sample. The researchers 

could retrieve 127 answered responses, 32 questionnaires were excluded due to the lack of seriousness when 
answering, and therefore the final study sample was 95.  

4. Descriptive Statistics of the Study Sample and Variables  

Table 2 shows the demographic distribution of the study sample, it is clear from the table that most of the sample 

members hold a bachelor’s degree of higher which was represented by 91.6% of the study sample. However, 

regarding the career level in the accounting profession, it is noted that the study sample took into consideration 

the managers, deputy managers and head of accounting and cost departments, furthermore it is noticed that most 

of the study sample contained were head of accounting departments with a percentage of 43.2%. Finally, 

regarding the years of experience in accounting, most of the study sample has sufficient experience. As the 

percentage of those who have 5 or more years of experience was 81.1%, this led to increased stability in the 
questionnaire as explained previously.  

Table 2. Demographic Distribution of the Study Sample  

Item Repeat Percentage 

Education Qualification; 
Diploma  8 8.4% 
Bachelors  67 70.5% 
Masters 15 15.8% 
PhD 5 5.3% 
Career Level in Accounting Profession; 

Manager  7 7.4% 
Deputy Manager 12 12.6% 
Head of Accounting Department 41 43.2% 
Head of Cost Department 35 36.8% 
Years of Experience in Accounting Profession; 

From 1 year – less than 5 years  18 18.9% 
From 5 years – less than 10 years  64 67.4% 
10 years or more  13 13.7% 

Total 95 100% 

Table 3 presents the descriptive analysis of the answers to the independent variable which are (size, degree of 

competition, age of enterprise, type of sector and type of ownership). The table shows that most of the 

enterprises in the sample have an annual sales volume of more than 250 million dirhams, this is due to the large 

capital in which drives the economy of the United Arab Emirates in general and the Emirate of Dubai 

specifically. Many of the enterprises in the sample are aged between 9 – 12 years. In addition, nearly 50% of the 

sample companies belong to the UAE and 50% are of shared ownership. The researcher believes that the reason 

is due to the large volume of foreign investments in the Emirate of Dubai in comparison to other countries in the 

Arab world. Furthermore, as for the types of major industrial sectors, the distribution of the sample of the study 

on many major industrial sectors 10.5%, the manufacture of beverages and food 28.4%, and the wood processing 

manufacturing sector 24.2%. In terms of competition, there is competition between the sample companies on the 

main product line in the Emirate of Dubai where 80% of the companies had the size of the competition between 

the strong and the very strong scale, similarly the size of competition on the main product lines of companies 
outside the UAE with 88.4% of the companies have competition between the strong and very strong scale.  
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Table 3. the descriptive analysis of the answers to the independent variable 

Item Repeat Percentage 

What is your annual sales volume? 

Less than 10 million Dirhams 0 0% 
More than 10 million Dirhams and less 
than 100 million Dirham  

0 0% 

More than 100 million Dirhams and less 
than 150 million Dirhams 

12 12.6% 

More than 150 million Dirhams and less 
than 250 million Dirhams  

21 22.1% 

More than 250 million Dirhams  62 65.3% 

Age of Current Company 

From 1 year to less than 3 years  0 0% 
3 years or more and less than 7 years  10 10.5% 
7 years or more and less than 9 years  14 14.7% 
9 years or more and less than 12 years  41 43.2% 
More than 12 years  30 31.6% 

Type of Ownership of Company 

Emirates  47 49.5% 
Mixed Ownership 48 50.5% 
Under which Main Industrial Sector is your Company’s business nature  

Clothes Manufacture 10 10.5% 
Metal Products Manufacture  13 13.7% 
Basic Metal Manufacture 10 10.5% 

Beverages & Food Manufacture  27 28.4% 
Wood Product Manufacture  23 24.2% 
Other  12 12.6% 
What is the Size of Competition on the company’s main product lines in Dubai 
Very weak 0 0% 
Weak  6 6.3% 
Medium 13 13.7% 
Strong  51 53.7% 
Very Strong  25 26.3% 
What is the Size of Competition on the company’s main product lines outside the Emirates  
Very Weak  0 0% 
Weak  2 2.1% 
Medium  9 9.5% 
Strong  47 49.5% 

Very Strong  37 38.9% 
Total  95 100% 

Table 4 presents the descriptive analysis of the answers to the questions of the first variable (cost systems). The 

table above shows that most cost systems applied in accordance to the study sample are those cost systems 

related to the production stage which had an average of 4.47 and in accordance to the five-point Likert scale this 

result is “extremely highly applied”. It is also noted that there is a good level of application of order stage 

systems which had an average of 4.25 with a result of “highly applied”. There is a good level of application of 

the activity based cost systems in the study sample with average of 3.47 and result of “highly applied”. It is 
shown that all companies from the study sample apply the cost systems. 

Table 4. The Descriptive Analysis of the questions for the first dependent variable  

Cost System  Mean S-Deviation Result 

Cost of Production Order System  4.25 1.10 Highly Applied 
Cost of Production Stage System  4.47 0.35 Highly Applied 
Variable Cost System  3.81 1.09 Highly Applied 
Total Cost System  4.14 0.69 Highly Applied  
Activity Based Costing System  3.47 0.62 Extremely Highly 

Applied  

Total Axis Result  4.11 0.37 Highly Applied 

Percentage of companies that apply cost systems = 100% 

Table 5 presents the descriptive analysis of the answers to the questions of the second dependent variables 

(budget systems). It is clear from the table that the lowest item to be applied according to the average the “zero 

estimated budget” with an average of 3.74. The highest item to be applied was the item “cash flow estimates” 

where the average was 4.47 with the result of “extremely highly applied”. The full axis results averaged with a 

total of 4.02, according to the five-point Likert scale and the result of the axis is “highly applied”. These results 

explain the level of application of performance appraisal systems in the study sample companies, it is also 
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noticed from the table that all companies in the study sample apply performance appraisal systems.  

Table 5. The Descriptive Analysis of the questions for the second dependent variable  

Budget Systems  Mean S-Deviation Result 

Estimated Budget Sales  4.25 0.71 Extremely Highly Applied 
Estimated Budget Purchases 4.06 1.10 Highly Applied 
Estimated Budget Production 3.75 0.44 Highly Applied  
Cash Flow Estimates  4.47 0.62 Extremely Highly Applied  
Estimated Budget for financial position of 
company 

4.14 0.69 Highly Applied  

Flexible Budgets 3.81 1.09 Highly Applied  
Comprehensive Budgets 4.14 0.69 Highly Applied 
Zero Estimated Budgets 3.74 0.44 Highly Applied 
Activity Based Cost Estimated Budget 3.11 1.09 Neutral  
Full Axis Result  4.02 0.46 Highly Applied 

Percentage of companies that apply budget systems = 100% 

Table 6 shows the descriptive analysis of the responses to the questions of the third variable (performance 

appraisal systems). It is noticed from the table that the most effective performance appraisal system for small and 

medium sized industrial enterprises in Dubai are the number of complaints by customers variable which had an 

average of 4.47 and in accordance to five-point Likert scale this is considered “extremely highly applied”. 

Whereas the “market share” and “delivery on time” both averaged with 3.74 with a result of “extremely highly 

applied”. It is also noted that there is a good application of performance appraisal systems in general in the 

companies of the study sample with an average of 3.99 with a result of “highly applied”, it is also noted that all 
the companies in the study sample apply performance appraisal system.  

Table 6. The Descriptive Analysis of the questions for the third dependent variable 

Performance Appraisal Systems  Mean S-Deviation Result 

Operating Income 4.25 0.71 Extremely Highly Applied 
Analysis of Variance 3.75 0.44 Highly Applied 
Market Share 3.74 0.44 Highly Applied 
No. of customer complaints  4.14 0.69 Highly Applied 
Customer Satisfaction 3.81 1.09 Highly Applied 
Delivery on Time  3.74 0.44 Highly Applied 
Manufacturing Cycle Duration 3.81 1.09 Highly Applied 
Damage Rate 4.26 0.44 Extremely Highly Applied 
Staff Turnover 3.75 0.44 Highly Applied 

Full Axis Result  3.99 0.41 Extremely Highly Applied 

Percentage of companies that apply performance appraisal systems = 100% 

5. Testing the Study Hypotheses 

To test the three main hypotheses, the researcher subjected the study data to analysis using the multiple 
regression method. Based on the analysis, the results are presented in the following table:  

Table 7. Multiple Regression Test Results for the First Main Hypothesis 

Model B Standardized 

Coefficients 

T Sig 

Constant 1.974 --- 9.573 0.000 
X1 0.195 0.282 3.563 0.001 
X2 0.130 0.333 3.908 0.000 

X3 -0.016 -0.068 -1.106 0.272 
X4 0.093 0.127 2.042 0.044 
X5 0.164 0.318 3.954 0.000 

F Test Model = 36.397 Sig F = 0.000 

Adjusted R Square = 0.653 R = 0.819 
F Distribution Table = 4.147 T Distribution Table = 1.661 

Y1 = β0+ β1*X1 + β2*X2+ β3*X3 + β4*X4+ β5*X5 +e  

Where Y1 refers to the dependent variable of managerial accounting practices represented by cost systems, X1 

refers to the degree of competition as an independent variable, X2 refers to the age of the establishment as an 

independent variable, X3 refers to the type of sector as an independent variable, X4 refers to the type of ownership 
as an independent variable, X5 refers to the size of the enterprise as an independent variable.  

From reading the results shown in table 8 above regarding the test of the study hypothesis, we can see that: 
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Firstly: In the case of the first main hypothesis (Ho1) which states “the variables (degree of competition, age of 

enterprise, type of sector, type of ownership and the size of the enterprise) do NOT affect the process of  adopting 
managerial accounting practices (measured by cost systems) in Dubai”. This is further explained by: 

1. Where Sig F is 0.000, it is below the significant level required which is 0.05. Therefore, the first null 

hypothesis Ho1 is rejected and the alternative hypothesis Hα is accepted. This means that  each of the 

study variables will affect the adoption of managerial accounting systems (measured by cost systems) in 
small and medium sized industrial enterprises in Dubai.  

2. The value of the Correlation Coefficient R was 0.819, this confirms that there is a positive and high 

relationship between the variables (degree of competition, age of establishment, quality of property and 

size of establishment) and the process of adopting accounting practices related to cost systems. The value 

of R
2
 (0.653) means that approximately 65.3% of the fluctuations in managerial accounting practices are 

from cost systems and can be explained by the changes that occur to the variables (degree of competition, 

age of establishment, quality of property and size of establishment) and excluding the type of sector. In 

addition, the relatively low value of the coefficient of selection indicates that there are possibly other 
external factors causing a reciprocal effect. 

Table 9. Multiple Regression Test Results for the Second Main Hypothesis 

Model B 
Standardized 
Coefficients 

T Sig 

Constant 1.306 - - - 5.307 0.000 
X1 0.248 0.285 3.785 0.000 

X2 0.188 0.386 4.757 0.000 
X3 -0.016 -0.053 -0.907 0.367 
X4 0.123 0.134 2.252 0.027 
X5 0.181 0.280 3.664 0.000 

F test Model= 42.079 Sig F= 0.000 
Adjusted R Square= 0.686 R= 0.838 

F Distribution Table = 4.147 T Distribution Table = 1.661 

Y2 = β0+ β1*X1 + β2*X2+ β3*X3 + β4*X4+ β5*X5 +e 

Where Y2 refers to the dependent variable of managerial accounting practices represented by budget systems, X1 

refers to the degree of competition as an independent variable, X2 refers to the age of the establishment as an 

independent variable, X3 refers to the type of sector as an independent variable, X4 refers to the type of ownership 
as an independent variable, X5 refers to the size of the enterprise as an independent variable.  

From reading the results shown in table 9 above regarding the test of the study hypothesis, we can see that: 

Firstly: In the case of the second main hypothesis Ho2 which states “the variables (degree of competition, age of 

enterprise, type of sector, type of ownership and the size of the enterprise) do NOT affect the process of adopting 
managerial accounting practices (measured by budget systems) in Dubai”. This is further explained by: 

1. Where Sig F is 0.000, it is below the significant level required which is 0.05. Therefore, the second null 

hypothesis Ho2 is rejected and the alternative hypothesis Hα is accepted. This means that  each of the 

study variables will affect the adoption of managerial accounting systems (measured by budget systems) 
in small and medium sized industrial enterprises in Dubai.  

2. The value of the Correlation Coefficient R was 0.838, this confirms that there is a positive and high 

relationship between the variables (degree of competition, age of establishment, quality of property and 

size of establishment) and the process of adopting accounting practices related to budget systems. The 

value of R
2
 (0.686) means that approximately 68.6% of the fluctuations in managerial accounting 

practices are from cost systems and can be explained by the changes that occur to the variables (degree of 

competition, age of establishment, quality of property and size of establishment) and excluding the type 

of sector. In addition, the relatively low value of the coefficient of selection indicates that there are 
possibly other external factors causing a reciprocal effect. 
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Table 10. Multiple Regression Test Results for the Third Main Hypothesis 

Model B 
Standardized 
Coefficients 

T Sig 

Constant 1.564 - - - 7.170 0.000 
X1 0.248 0.324 4.283 0.000 
X2 .0151 0.351 4.310 0.000 
X3 -0.019 -0.072 -1.227 0.223 
X4 0.115 0.142 2.390 0.019 
X5 0.156 0.272 3.554 0.001 

F test Model= 41,664 Sig F= 0.000 
Adjusted R Square= 0.684 R= 0.837 

F Distribution Table = 4.147 T Distribution Table = 1.661 

Y3 = β0+ β1*X1 + β2*X2+ β3*X3 + β4*X4+ β5*X5 +e 

Where Y3 refers to the dependent variable of managerial accounting practices represented by performance 

appraisal systems, X1 refers to the degree of competition as an independent variable, X2 refers to the age of the 

establishment as an independent variable, X3 refers to the type of sector as an independent variable, X4 refers to 

the type of ownership as an independent variable, X5 refers to the size of the enterprise as an independent 
variable.  

From reading the results shown in table 10 above regarding the test of the study hypothesis, we can see that: 

Firstly: In the case of the third main hypothesis Ho3 which states “the variables (degree of competition, age of 

enterprise, type of sector, type of ownership and the size of the enterprise) do NOT affect the process of adopting 

managerial accounting practices (measured by performance appraisal systems) in Dubai”. This is further explained 
by: 

1. Where Sig F is 0.000, it is below the significant level required which is 0.05. Therefore, the third null 

hypothesis Ho3 is rejected and the alternative hypothesis Hα is accepted. This means that  each of the 

study variables will affect the adoption of managerial accounting systems (measured by performance 
appraisal systems) in small and medium sized industrial enterprises in Dubai.  

2. The value of the Correlation Coefficient R was 0.837, this confirms that there is a positive and high 

relationship between the variables (degree of competition, age of establishment, quality of property and 

size of establishment) and the process of adopting accounting practices related to performance appraisal 

systems. The value of R
2
 (0.684) means that approximately 68.4% of the fluctuations in managerial 

accounting practices are from cost systems and can be explained by the changes that occur to the variables 

(degree of competition, age of establishment, quality of property and size of establishment) and excluding 

the type of sector. In addition, the relatively low value of the coefficient of selection indicates that there 
are possibly other external factors causing a reciprocal effect. 

6. Results  

Firstly, based on statistical tests and the test hypotheses, the results can be summarized in the following: small and 

medium sized enterprises in Dubai in general apply all management accounting practices represented by cost, 

budget and performance appraisal systems. The researcher believes that the reason behind this is that Dubai is not 

considered a developing country, this in turn makes small and medium sized enterprises bear the development and 

technology as much as large companies in other countries, this explains its application to management accounting 

practices. As the variables (degree of competition, age of establishment, type of sector, type of ownership and size 

of the enterprise) all jointly lead towards the adoption of management accounting practices (measured by cost 

systems) in small and medium sized industrial enterprises in Dubai. On the individual level, there is an effect 

produced by all variables except for the type of sector variable on the adoption of management accounting practices 

(measured by cost systems) in small and medium sized industrial enterprises in Dubai. The researcher believes that 

this is caused by the increased degree in competition, therefore management is interested in reducing the cost of 

products whilst maintaining a high-quality product thus directed to applying cost systems. Furthermore, the longer 

the age of the establishment the more wise and rational is the management, which in turn positively affects the 

application of management accounting practices through cost systems. As for the type of sector, all industrial 

sectors are very similar in their operating systems because they are industrial; this therefore explains why there is no 
impact of the type of sector on the application of cost system.  

Secondly, the results of the analysis also showed that the variables (degree of competition, age of establishment, 

type of sector, type of ownership and the size of the enterprise) combined to adopt management accounting 

practices (measure by budget systems) in small and medium sized industrial enterprises in Dubai. Finally, all 
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variables (degree of competition, age of establishment, type of sector, type of ownership and the size of the 

enterprise) combine to adopt management accounting practices (measured by performance appraisal systems) in 

small and medium sized industrial enterprises. On the individual level, there is an effect caused by all variables 

on the adoption of management accounting practices (measured by performance appraisal systems) except from 
the type of sector variable in small and medium sized industrial enterprises in Dubai.  
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