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Abstract

This study delves into the critical interplay between Management Accounting Systems (MASs) and
Blockchain Technology (BT) in the context of SMEs in Iraq, with a specific focus on how these elements
can collectively augment Sustainable Financial Reporting (SFR). SMEs represent a significant portion of
Iraqg's economic landscape, and their financial transparency is crucial for economic growth and investor
confidence. To investigate this intricate relationship, the study gathered data from 580 Iraqi SMEs
employing a comprehensive questionnaire. Employing the Partial Least Squares Structural Equation
Modeling (PLS-SEM) approach, the study meticulously analyzed the connections between MAS, BT, and
SFR. Additionally, it explored the mediating role of BT in the relationship between MAS and SFR. The
findings of this research uncover the substantial potential for enhancing SFR within SMEs by integrating
effective MASs and BT. This discovery carries profound implications for policymakers, emphasizing the
importance of creating a supportive ecosystem to facilitate the seamless adoption of these technologies
within the SME sector. Furthermore, the study extends its significance by providing actionable insights
for SMEs in Iraq, enabling them to navigate the complex landscape of financial reporting more
effectively. As a call to action, the article urges future research endeavors to further explore and expand
upon the evolving role of emerging technologies, like blockchain, in advancing SFR practices among
SME:s. In doing so, it contributes to the broader body of knowledge surrounding the dynamic relationship
between technology and sustainable financial reporting in the context of SMEs.
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1. Introduction

SMEs (Small and medium-sized enterprises) are the backbone of the Iraqi economy, contributing
to economic growth and job creation (Bapir, 2023). However, these businesses face numerous challenges,
including limited access to finance and a lack of transparency and accountability in financial reporting
(ALasdy & Mahmoud, 2019). To overcome these challenges, SMEs in Iraq need to adopt sustainable
financial reporting practices that promote transparency, accountability, and long-term viability. The
absence of transparent financial reporting practices hinders Iraqi SMEs' ability to attract investment,
secure credit, and form partnerships (Ahmad et al., 2021). Through investigating the influence of
blockchain technology on the adoption of sustainable financial reporting practices, this study seeks to
offer insights into the role of blockchain technology in promoting transparency and accountability (Joshi
et al., 2021). Additionally, understanding how sustainable financial reporting practices impact work
motivation and overall performance can shed light on the potential benefits for SMEs, motivating them to
embrace these practices (Stubbs & Higgins, 2018).

Sustainable financial reporting practices are critical for SMEs because they provide stakeholders
with information about the financial performance and sustainability of the business (Baah et al., 2021).
This information can be used to make informed decisions about investing in the business, providing
credit, or entering into partnerships (Lee & Shin, 2018). By adopting sustainable financial reporting
practices, SMEs in Iraq can improve their reputation and credibility, which can lead to increased access to
finance and opportunities for growth.

The primary objective of this research is to examine the correlation between management
accounting systems and sustainable financial reporting in SMEs in Iraq. The study specifically
investigates the mediating role of blockchain technology in this relationship. The research holds
significance due to the urgent need for Iraqi SMEs to adopt sustainable financial reporting practices,
which can contribute to enhanced transparency, accountability, and long-term viability of these
businesses (Al-Wattar et al., 2019). Additionally, the study recognizes the potential of blockchain
technology to improve the accuracy, reliability, and security of financial reporting data, ultimately
enhancing the quality of financial reporting and facilitating SMEs' access to financing (Saleh et al., 2023).

The use of blockchain technology as a mediator in enhancing sustainable financial reporting is
particularly significant in Iraq because it can address some of the challenges faced by SMEs in the
country (Ronaghi & Mosakhani, 2022). Blockchain technology provides a secure and transparent
platform for recording and sharing financial data, which can improve the accuracy and reliability of
financial reporting (Anwar et al., 2019). Additionally, blockchain technology can reduce the cost and time
associated with traditional financial reporting methods. This can be particularly beneficial for SMEs with
limited resources, it has increasingly been recognized for its potential in enhancing transparency and trust
in various industries, including finance and accounting (Soni et al., 2022).

In the context of sustainable financial reporting in Iraqi SMEs, blockchain technology can serve as
a mediator in improving the reliability and accuracy of financial reporting data. By providing a secure and
transparent platform for recording financial transactions, blockchain technology can help to prevent data
manipulation or falsification, which can be a significant challenge in traditional financial reporting

systems (Yu et al., 2018).
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Besides, blockchain technology can enable real-time access to financial data, which can enhance
the speed and efficiency of financial reporting processes (Handoko et al., 2022). This can be especially
beneficial for Iraqi SMEs, which often face limited resources and expertise in financial reporting. Another
potential benefit of blockchain technology in financial reporting is the ability to streamline auditing
processes. Blockchain-enabled financial reporting can facilitate real-time auditing, which can reduce the
time and cost associated with traditional auditing methods (Hossain, 2023).

However, there are also challenges and limitations to the use of blockchain technology in financial
reporting, including the need for specialized technical expertise, the potential for data privacy breaches,
and the risk of data loss or corruption (Dyball & Seethamraju, 2022).

The upcoming section of the paper will examine the existing literature, present a theoretical
framework, and research hypothesis. The paper will also discuss the methodology used for data analysis
and present the findings. Finally, the conclusion will summarize the paper and recognize its limitations,

while also suggesting several areas for future research.

2. Literature Review

2.1. Management Accounting System (MAS)

The management accounting system (MAS) plays a crucial role in business management as it
provides decision-making information, performance evaluation, and planning and control of resources
(Mohammed et al., 2022b). The literature emphasizes the importance of integrating financial and non-
financial information, aligning organizational goals with individual objectives, and utilizing a bundle of
practices (Endenich & Trapp, 2020). However, Iraqi SMEs face significant challenges in implementing
management accounting systems, such as a lack of awareness of the benefits, resources, and skilled
labour (Mohammed et al., 2022a). Future research should identify the specific challenges facing Iraqi
SMEs and develop strategies to overcome them.

Al-Baghdadi et al. (2021) argue that management accounting systems have evolved to encompass
both financial and non-financial indicators, such as customer and employee satisfaction and
environmental sustainability, driven by changes in the business environment. Additionally, Suarez (2022)
suggest that management accounting systems can be viewed as a bundle of practices, including
budgeting, performance measurement, and cost management, whose coherence and alignment affect their
effectiveness.

Iragi SMEs encounter obstacles in implementing cost management practices, such as a lack of
skilled labour, access to technology, and awareness of the benefits, according to Qader et al. (2022). Cost
management practices are vital to the survival and growth of Iraqi SMEs. Moreover, Al-Hattami et al.
(2021) highlight that performance measurement practices are also essential for the success of Iraqi SMEs,
providing feedback on business strategy effectiveness. However, these practices face similar challenges,

such as a lack of skilled labour, financial resources, and awareness of their benefits.
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2.2. Sustainable Financial Report (SFR)

Sustainable financial reporting has become an important issue for businesses, as stakeholders
demand greater transparency and accountability for the social and environmental impacts of their
operations (Markota Vukic et al., 2018). The literature on sustainable financial reporting emphasizes the
importance of integrating financial and non-financial information, aligning organizational goals with
sustainability objectives, and utilizing a variety of reporting tools (Cosma et al., 2022).

Borodin et al. (2019), sustainable financial reporting involves the disclosure of environmental and
social performance information in addition to financial performance information. This type of reporting is
important because it enables stakeholders to assess the sustainability of a company's operations and its
impact on society and the environment. Additionally, Stocker et al. (2020) argued that sustainability
reporting can help companies to identify areas where they can improve their sustainability performance
and communicate their efforts to stakeholders.

In the context of Iraqi SMEs, sustainable financial reporting is still a developing area. However,
some studies have examined the challenges faced by Iraqi SMEs in implementing sustainable financial
reporting. Mohammed et al. (2022a) found that Iraqi SMEs face several challenges in implementing
sustainable financial reporting, including a lack of awareness of the importance of sustainability
reporting, a lack of resources, and a lack of regulatory frameworks. The authors suggested that training
programs and government support could help to overcome these challenges.

Additionally, Salameh et al. (2022) examined the extent of sustainable financial reporting in
Jordanian and Iraqi SMEs. The authors found that Jordanian SMEs had a higher level of sustainable
financial reporting than Iraqi SMEs. The authors suggested that the low level of sustainable financial
reporting in Iraqgi SMEs could be due to a lack of awareness of the importance of sustainability reporting
and a lack of resources. Sustainable financial reporting is still a developing area, and several challenges
need to be addressed (Stubbs & Higgins, 2018). Thus, with the right support and resources, Iraqi SMEs

could benefit from implementing sustainable financial reporting practices.

2.3. Blockchain Technology (BT)

The utilization of Blockchain technology (BT) has the potential to play a significant role in
enhancing sustainable financial reporting among SMEs of developing countries, especially in Iraq
(Mohammed et al., 2022a). As a decentralized and distributed ledger, BT can offer a secure and
transparent platform for financial reporting data, which can prevent the manipulation or falsification of
data (Joshi et al., 2021). Furthermore, it can promote real-time access to financial data, which can
enhance the speed and efficiency of financial reporting processes (Borhani et al., 2021). Consequently,
BT can help to streamline financial reporting procedures, which can reduce the time and cost associated
with traditional reporting approaches (Bakarich et al., 2020). SMEs can leverage BT to enable real-time
reporting and data analysis, which enables quick identification and resolution of financial issues and
supports informed business decisions.

Nevertheless, the use of BT in financial reporting presents some challenges. One of the major

obstacles is the lack of regulatory frameworks and standardization of blockchain-based financial reporting
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(Hossain, 2023). This makes it difficult for SMEs to comply with regulatory requirements and for
investors to compare financial information across different companies. Furthermore, the technical
complexity of BT can make it challenging for SMEs to implement and use effectively (Schletz et al.,
2020). Additionally, the costs related to BT may be prohibitive for some SMEs, particularly those with

limited financial resources (Sekabira et al., 2023).
2.4. BT as Mediator Role Between MAS and SFR

BT has the potential to act as a mediator between MAS and SFR. By offering a secure and
transparent method for recording financial transactions and exchanging information BT can facilitate the
integration of MAS and SFR (Al-Zaqgeba et al., 2022). This technology provides a reliable platform that
ensures the accuracy and transparency of financial data, contributing to the seamless alignment between
MAS and SFR. For example, BT provides a decentralized, transparent, and tamper-proof system that can
help ensure the accuracy and transparency of financial transactions (Ahmad et al., 2021). By using BT,
organizations can create a permanent record of financial data that is immutable and can be easily audited.
Besides, BT can provide real-time information on financial transactions, which can help organizations
make informed decisions about their sustainability performance (Ibrahim et al., 2023; Park & Li, 2021).
This can help organizations to identify areas where they can improve their sustainability performance and
make data-driven decisions about their future business operations.

A smart contract, on the other hand, is a self-executing contract in which the conditions of the
agreement between the buyer and seller are directly encoded into lines of code (Nanayakkara et al., 2019).
BT may facilitate the implementation of smart contracts. Smart contracts may be used to streamline
processes, save costs, and boost MAS effectiveness (Dal Mas et al.,, 2020). By doing away with
intermediaries like banks and other financial organisations, BT can also lower transaction costs. As a
result, businesses may be able to cut back on transaction costs and other related costs (Sekabira et al.,
2023). BT may also boost the security of financial transactions by encrypting and securing data using
cryptography. This can aid businesses in lowering the risk of fraud and other types of financial crime
(Joshi et al., 2021).

Therefore, by providing a secure and transparent platform for recording financial transactions and
sharing information, BT can facilitate the integration of MAS and SFR. This can help organizations to
improve their sustainability performance and make informed decisions about their future business

operations.
3. Research Model and Hypotheses

Figure 1 presents the conceptual framework positive relationships that encompass the constructs of
management accounting system (MAS), sustainable financial reporting (SFR) and blockchain technology

(BT).
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Figure 1. Conceptual framework of the study

MAS that provides accurate and timely information on sustainability-related costs, risks, and
opportunities can help organizations make more informed decisions and take actions that enhance their
sustainability performance (Mohammed et al., 2022b). By using such information, organizations can also
better track and report their sustainability performance and outcomes, leading to more transparent and
reliable sustainable financial reporting (Cosma et al., 2022).

The public disclosure of sustainability-related information can create pressure on organizations to
improve their SFR. In response, organizations may invest in more sophisticated MAS that allow them to
track and report on sustainability-related costs, risks, and opportunities more accurately and effectively
(Endenich & Trapp, 2020).

The design and implementation of a management accounting system can affect an organization's
sustainability performance and reporting, but SFR can also provide feedback that informs the design and
refinement of the MAS (Sekabira et al., 2023). Therefore, the first hypothesis posits:

H1. Management accounting system has a significant positive influence on sustainable financial
reporting.

BT can enhance the transparency, reliability, and security of SFR by providing a tamper-proof and
decentralized platform for recording and verifying sustainability-related transactions and information
(Joshi et al., 2021). Furthermore, BT can also improve the efficiency and accuracy of the MAS by
automating data collection and analysis processes, reducing the potential for errors and biases, and
enabling real-time reporting (Al-Zageba et al., 2022).

BT can increase the traceability and auditability of sustainability-related data and information,
making it easier for internal and external stakeholders to monitor and verify an organization's
sustainability performance and reporting (Borodin et al., 2019). By providing a transparent and
trustworthy platform for managing sustainability-related data and information, BT can also enhance
stakeholder confidence and trust in an organization's sustainability reporting (Schletz et al., 2020).

The implementation of BT may require significant investments in terms of time, resources, and
skills, which may not be feasible or desirable for all organizations, especially SMEs (Papathanasiou et al.,
2020). Moreover, the impact of BT on SFR may depend on the industry-specific regulations and
standards, stakeholder expectations, and other external factors that influence an organization's SFR
(Tiiregiin, 2019). Therefore, the second hypothesis posits:

H2. Blockchain technology mediates the relationship between management accounting system

and sustainable financial reporting.
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4. Research Methodology

4.1. Sample and Design

A quantitative approach was adopted in this study, and a survey was used to collect responses from
SME:s in Iraq. Data for this research was gathered from a sample of 580 SMEs in Iraq. As indicated by
Afthanorhan et al. (2021), a sample size of at least 200 firms is considered acceptable when employing
the PLS-SEM Path Model. The sample have been selected using a purposive sampling technique, with a
focus on SMEs operating in the Iraqi context. The sample size have been determined using the minimum
sample size required for statistical significance, with a confidence level of 95% and a margin of error of
5%. Data was collected through the questionnaire have been analyzed using Smart-PLS software. Smart-
PLS is a statistical software package that is specifically designed for structural equation modelling
(SEM), which is a commonly used statistical technique for testing hypotheses in quantitative research.

The researchers collected data for this study by randomly distributing questionnaires among 790
high-level managers and department leaders in Iraqi SMEs. The email addresses of the respondents were
obtained through coordination between the Iraqi Ministry of Planning (IMP) and the Training and
Development (TD) departments of these companies. The authors applied filtering techniques to ensure
that only managers filled out the questionnaire, excluding employees and workers. Out of the 760
managers who responded, eight questionnaires were excluded due to incomplete responses, resulting in a
final dataset of 752 respondents. This represents a response rate of over 95.18% of the total
questionnaires distributed, which is considered acceptable in quantitative research (Makel et al., 2021).

To mitigate issues of bias and subjectivity, the study used confidential information and employed a
Likert scale, which consists of five response options ranging from "Strongly Disagree" to "Strongly
Agree" (Weijters et al., 2021). Data collection took place between March 24th and May 1st, 2023. The
sample included 74% (558) males and 26% (194) females. Among the respondents, 12% were single,
60% were married with children, and 28% were married without children. The age of the participants
ranged from 32 to 60 years, with an average age of 46 years. In terms of educational levels, 22% had a
diploma, 68% had a bachelor's degree, and 10% had a master or PhD (Afthanorhan et al., 2021; Makel et
al., 2021; Weijters et al., 2021). Please see Table 1.

Table 1. Demographics of Respondents informants

Total Percent Total Percent

NO Demographics Frequency Frequency (%) (%)
Respondent's Gender

1 Male 558 752 74 100

2 Female 194 26
Respondent's Marital Status

1 Mafrled VYlth Chlltliren 451 750 60 100

2 Married Without Children 211 28

3 Single 90 12
Respondent's Education 752 100
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Bachelor's 511 68
2 Diploma 166 22
3 Master's and PhD 75 10

4.2. Measurement

The effectiveness of the MAS in any organization is often measured through four main elements:
scope, timeline, integration, and aggregation (Mohammed et al., 2022b). These elements assist
organizations in gathering, organizing, analyzing, and storing basic data or information from other
subsidiary information systems in the facility for the purpose of producing financial or non-financial
information that helps management in planning, controlling, and decision-making (Rashedi & Dargahi,
2019). Therefore, the literature putted 14 questions (items) to develop them (Pedroso & Gomes, 2020).

The quality and sustainability of financial reports are measured through several essential elements,
including assets, profits, liabilities, costs, equity, and revenues (Salameh et al., 2022). Multiple factors,
including market fluctuations, inflation, production expenses, and market competition, influence these
components (Stocker et al., 2020). These elements are essential for investors, managers, and financial
analysts to understand a company's performance and make appropriate investment decisions. Thus, this
study therefore considered these main elements in the questionnaire and organized 13 questions (items)
for improve them (Tran et al., 2021)

The literature on BT identifies six elements for measuring this technology, such as transparency,
decentralization, tracing, authentication, security, and unchangeability. BT can help to address issues
such as fraud, error, and data manipulation by providing a transparent and immutable record of financial
transactions (Dal Mas et al., 2020). This can help to improve the quality and reliability of financial
reports, while also reducing the risk of fraud and enhancing investor confidence. Additionally, BT can
facilitate real-time reporting by allowing for the instantaneous recording and sharing of financial data
across a decentralized network (Park & Li, 2021). This can provide more up-to-date information to
stakeholders and enable more timely decision-making. Thus, this study therefore, considered these six
main elements for BT and developed 14 questions (items) to develop them (Philsoophian et al., 2022). To
ensure the accuracy and clarity of the questionnaire, its credibility and reliability were evaluated by a
panel of seven experts. Among the experts, five specialized in the research field, while the remaining two
were language and grammar experts. This meticulous assessment aimed to effectively convey the

intended meaning to the respondents.
5. Research Analysis and Results

The data collected in this study were analyzed using the Smart-PLS 4.0 software, which applies
the Partial Least Squares (PLS) technique (Mia et al., 2022). Smart-PLS is a software tool commonly
used for Structural Equation Modeling (SEM), which is a statistical technique utilized to analyze intricate
relationships between variables (Memon et al., 2021). It is particularly useful for researchers working
with non-normal data or small sample sizes (Abu Talib et al., 2022). Smart-PLS employs the PLS
algorithm, a type of SEM, to analyze the data.
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In the analysis process using Smart-PLS, several steps are followed. Firstly, the measurement
model's reliability and validity need to be ensured. This involves assessing factors such as factor loadings,
convergent validity, and discriminant validity (Abu Talib et al., 2022; Memon et al., 2021). Once the
measurement model is validated, the subsequent step is to analyze the structural model. This includes
examining the path coefficients, which represent the relationships between variables in the model, and
assessing the significance of these relationships (Mia et al., 2022). Additionally, it is important to explore
potential moderation and mediation effects in the model. Situations where the strength or direction of a
relationship between two variables is influenced by a third variable are referred to as moderation (Al
Halbusi et al., 2021). Conversely, when the relationship between two variables is explained by a third
variable, it is known as mediation (Sarstedt et al., 2020). Therefore, Smart-PLS proves to be a robust tool
for analyzing complex relationships between variables, enabling researchers to gain insights into the

relationships within their data and test hypotheses about these relationships.

5.1. Measurement model

Before testing hypotheses in the structural model, it is crucial to establish the construct validity of
the measurement model, which encompasses the connections among the latent variables and their
indicators. Ensuring that the indicators accurately reflect their underlying constructs (latent variables) is
imperative for construct validity. In order to achieve this, adequate convergent and discriminant validity
must be demonstrated by the items in the measurement model. To evaluate convergent validity, factor
loadings, composite reliability, and average variance extracted (AVE) were utilized in accordance with
the recommendation of Abu Talib et al. (2022). All items included in the model, along with their

corresponding indicator loadings/weights, reliabilities, and AVE, as shown in Table 1.

Table 2. Convergent Validity

Measure
Constructs Type Items Loading CR AVE

MASI 0.653
MAS2 0.765

MAS3 0.798
MAS4 0.779
MASS 0.792

MAS6 0.819
Management Accounting System Reflective MAS7 0.813 0.957 0.617
MASS 0.776
MAS9 0.837
MASI0 0.812
MASI1 0.792
MASI2 0.787
MASI13 0.765

MAS14 0.791

S BTI 0.754
ockehain Technology Reflective BT2 0.741 0.951 0.581
BT3 0.795
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BT4 0.794
BTS 0.764
BT6 0.770
BT7 0.760
BT38 0.718
BT9 0.743
BT10 0.801
BT11 0.784
BT12 0.733
BT13 0.772
BT14 0.736
SFR1 0.759
SFR2 0.675
SFR3 0.768
SFR4 0.760
SFR5 0.818
. . . . SFR6 0.816
Sustainable Financial Reporting Reflective SFR7 0.832 0.953 0.613
SFR8 0.822
SFR9 0.857

SFR10 0.815
SFR11 0.827
SFR12 0.703
SFR13 0.695

Table 2 presents the results of a reflective measurement model used to assess three constructs:
Management Accounting System, Blockchain Technology, and Sustainable Financial Reporting. The
measurement of each construct involves multiple items (MAS1-MAS14, BT1-BT14, and SFR1-SFR13).
The table presents the factor loading, composite reliability (CR), and average variance extracted (AVE)
for each item.

Factor loading signifies the correlation between the construct and the specific items employed to
measure it. As outlined by Johani et al. (2021), a factor loading of 0.6 or higher is considered significant
for a well-established item. In this table, all the items exhibit factor loadings surpassing 0.65, indicating a
robust relationship between the construct and the respective items.

Composite reliability (CR) measures the internal consistency of the items used to measure the
construct. In quantitative studies, values of CR above 0.70 is acceptable, while in more advanced stage
the value have to be higher than 0.70 (Hair et al., 2021). However, the values that are more than 0.95 is
deemed not desirable because this indicate "it is measuring the same phenomenon, thus likely to be
invalid measure of the construct" In this table, all constructs have a CR above 0.95, indicating a high level
of internal consistency.

Average variance extracted (AVE) measures the amount of variance in the construct captured by
the items used to measure it. According to Afthanorhan (2013), an AVE of at least 0.50 is highly
recommended. That been said, an AVE less than 0.50 means your items explain more errors than the

variance in your constructs. In this table, all constructs have an AVE above 0.58, indicating that the items
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used to measure the construct are explaining more than half of the variance in the construct. Therefore,
the results of this reflective measurement model suggest that the items used to measure the constructs

MAS, BT and SFR are reliable and valid measures of these constructs.

Table 3. Discriminant Validity > Fornell-Larcker Criterion

Management Accounting Blockchain Sustainable Financial
Constructs System Technology Reporting
Management Accounting
System 0.836
Blockchain Technology 0.762 0.785
Sustainable Financial
Reporting 0.752 0.681 0.783

The correlation matrix between the study's latent variables, as well as the findings of the
discriminant validity analysis based on Smart-PLS, are displayed in Table 3. The diagonal elements of the
matrix represent the square roots of the average variance extracted (AVE) for each construct. These
values indicate the proportion of variation in each construct that is captured by its measured indicators
(Johani et al., 2021). According to Hair et al. (2021), the AVEs for individual constructs should be greater
than the correlation coefficients for all the constructs. Discriminant validity is achieved when the bolded
diagonal value in the matrix is higher than the values in its respective row and column. This indicates that
the constructs are distinct and can be accurately evaluated without overlap.

More specifically, the table shows that the square root of the AVE for MAS (0.836) in its area is
higher than the correlation coefficients between BT and SFR (0.762 and 0.752). Similarly, the square root
of the AVE for BT (0.785) in its area is higher than the correlation coefficients between MAS and SFR
(0.762 and 0.681). Finally, the square root of the AVE for SFR (0.783) in its area is higher than the
correlation coefficients between BT and MAS (0.681 and 0.752).

5.2. Structural model

The structural model includes the assumed relationship between the external and internal variables
in the proposed model. According to Streukens and Leroi-Werelds (2016), the structural model can be
determined through certain statistical values, including T-values, P-values, as well as the original sample
and standard deviation. These values are used to determine the indirect and total effects of the hypotheses,

which will be discussed in the following steps.

Table 4. Path Coefficients for T-Values and P-Values

Original Standard T P
sample (O) Sample mean (M) deviation values  values

Blockchain Technology ->
Sustainable Financial Reporting 0.604 0.605 0.042 14.31 0
Management Accounting System -
> Blockchain Technology 0.836 0.836 0.013 62.772 0
Management Accounting System -
> Sustainable Financial Reporting 0.177 0.176 0.047 3.726 0
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Table 4 represents the results of a statistical analysis that investigates the relationships between
three variables which are MAS, BT, and SFR through Smart-PLS. Specifically, the table shows the
strength and statistical significance of the relationships between two of these variables at a time through T
and P values. The T-values and P-values provide information about the statistical significance of the path
coefficients. A high T-value means that the path coefficient is statistically significant, indicating that there
is a strong relationship between the variables (Johani et al., 2021). A low P-value means that the path
coefficient is statistically significant, indicating that there is a low probability that the relationship
between the variables is due to random chance (Afthanorhan, 2013).

In this table, we can see all of the T-values are high, indicating strong relationships between the
variables, and all of the P-values are 0, indicating that there is a very low probability that the relationships
are due to random chance. Thus, this table provides information about the relationships between these
variables and suggests that there are statistically significant and meaningful relationships between MAS,

BT, and SFR.

TableS. R-Square of the Endogenous Latent Variables

Constructs R-square R-square adjusted Results
Blockchain Technology 0.699 0.698 High Effect
Sustainable Financial Reporting 0.574 0.573 Medium Effect

Table 5 shows the R-Square (R”) values for two endogenous latent variables, which are BT and
SFR. R’ is a statistical measure that indicates the proportion of variance in the dependent variable that can
be explained by the independent variables in the model. Chin (1998) suggested that when the value of R’
is higher than 0.67, the latent variable is considered to have a high effect. When the value of R’ is between
0.33 and 0.67, the dependent variable has a medium effect. Additionally, when the R’ value is between
0.19 and 0.33, it is considered weak, and any R’ value less than 0.19 is considered unacceptable. In this
table, the R’ values for BT and SFR are 0.699 and 0.574, respectively. This means that 69.9% of the
variance in BT and 57.4% of the variance in SFR can be explained by the independent variables in the
model. Therefore, the results indicating that the effect size of BT on the endogenous latent variable is
high, while the effect size of SFR is medium. This suggests that BT has a stronger effect on the

endogenous latent variable than SFR.

Table 6. Indirect Effects of Hypotheses

Original
sample Sample Standard T
NO Indirect Effects (0) mean (M) deviation (Values) P (values) Results
Management
Accounting System
-> Sustainable
H1  Financial Reporting 0.505 0.506 0.036 13.939 0 Supported

Table 6 is about a hypothesis (H1) that suggests that the MAS has a positive effect on SFR. The

researchers wanted to test if this hypothesis is true or not.
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To do this, they collected data from different samples and calculated the indirect effect of the MAS
on SFR. The indirect effect refers to the impact that the MAS has on sustainable financial reporting
through some other factor.

In this case, the researchers found that the indirect effect of the MAS on SFR was 0.505 and the P-
value was 0. This means that the MAS has a positive relationship with SFR. They then compared this
indirect effect to the expected effect under the null hypothesis (i.e., the hypothesis that there is no
relationship between the management accounting system and sustainable financial reporting). They found
that the observed effect was much higher than the expected effect.

Based on this analysis, the researchers concluded that the hypothesis (H1) was supported. In other

words, they found evidence that the management accounting system has a positive effect on sustainable

financial reporting.

Table 7. Total Effects (Mediator Effects) of Hypotheses

Indirect Standard T 95% 95%
NO  Path-A  Path-B Effect deviation (Value) LL UL Results
H2 0.836 0.604 0.505 0.036 14.026 0.434 0.576 Supported

*Path A= Original sample of Management Accounting System -> Blockchain Technology
*Path B= Original sample of Blockchain Technology -> Sustainable Financial Reporting

*LL= Lower Level, UL= Upper Level

Table 7 presents the findings of a statistical analysis that focused on testing hypothesis H2, which
posits that BT mediates the relationship between the MAS and SFR.

Analysis used a mediation model to estimate the direct effect of MAS on BT (Path A), the direct
effect of BT on SFR (Path B), and the indirect effect of MAS on SFR through BT (The Indirect Effect).
The standard deviation column shows the variability in the estimate of the indirect effect. The t-value in
the "T value" column measures the significance of the indirect effect, with larger values indicating greater
statistical significance (Al Halbusi et al., 2021). The "95% LL" and "95% UL" columns show the lower
and upper bounds of the 95% confidence interval of the effect, respectively (Sarstedt et al., 2020).

Therefore, we conclude the hypothesis (H2) is supported because the indirect effect is statistically
significant (T value of 14.026), and the confidence interval does not include zero. This means that there is

evidence to suggest that the relationship between MAS and SFR is partially mediated by BT.

6. Discussion

The results of this study provide light on how MAS and BT might improve SFR in Iraqi SMEs.
The study specifically attempts to look into the interaction between MAS, BT, and SFR as well as the
mediating role that BT plays in this relationship.

The extent to which MASs are employed by Iraqi SMEs and their effect on SFR are revealed via
the analysis of the data gathered through the questionnaire and the application of the PLS-SEM technique.
Additionally, how much BT Iraqi SMEs use and how that affects SFR. Additionally, these results

examined the mediating role of BT in the association between MAS and SFR and company size.
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The findings of this study interpreted in relation to the research objectives , to provide a
comprehensive understanding of the role of MASs and BT in enhancing SFR in Iraqi SMEs. The findings
found that the study aims to contribute to the development of best practices and guidelines for the use of

MASs and BT in SFR in SMEs, and to provide insights into the challenges and opportunities for the

adoption of these technologies in the Iraqi context, and this is what we covered in the next section.

6.1. Research implications

The findings of this study have several implications for practice and policy in Iragi SMEs and
management accounting in general. First, the study highlights the importance of MASs in enhancing SFR
in SMEs. It suggests that SMEs in Iraq need to adopt effective MASs that align with their business
strategies to achieve financial reporting practices. Second, the study reveals that BT can play a crucial
role in enhancing SFR in Iraqi SMEs. The findings suggest that the use of BT can increase transparency,
accountability, and trust in financial reporting, thereby improving the financial performance and
sustainability of SMEs.

Third, the study encourages that policymakers in Iraq should create an enabling environment for
the adoption of MASs and BT in SMEs. This could include providing financial and technical support to
SME:s to facilitate the implementation of these technologies and creating regulatory frameworks that
promote the use of transparent and reliable financial reporting practices. Finally, the study suggests that
the findings can be generalized to other contexts beyond Iraq, particularly in developing countries where
SMEs face similar challenges in adopting effective MASs and financial reporting practices. Thus, the
findings of this study have practical implications for SMEs in Iraq and can provide guidance for
policymakers and practitioners in enhancing sustainable financial reporting practices through the adoption

of management accounting systems and blockchain technology.

6.2. Research Recommendations

Based on the findings of this study, there are several recommendations for future research in this
area: First, investigating the role of other emerging technologies, such as artificial intelligence and big
data analytics, in enhancing SFR practices in SMEs. Second, exploring the potential challenges and
barriers that SMEs in Iraq may face in adopting MASs and BT. Third, conducting a comparative study of
the adoption and impact of MASs and BT on SFR practices in SMEs across different countries and
regions.

Fourth, examining the relationship between the adoption of MASs and BT and other
organizational outcomes, such as innovation, competitiveness, and profitability. Finally, conducting
longitudinal studies to assess the long-term impact of MASs and BT on SFR practices and SMEs'
financial performance. Accordingly, these recommendations can help to expand the existing literature on
the role of MASs and emerging technologies in enhancing SFR practices in SMEs, and provide insights
for policymakers, practitioners, and researchers to improve the financial performance and sustainability of

SMEs.
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7. Conclusion

This paper examines the role of management accounting systems in enhancing sustainable
financial reporting in Iraqi SMEs, using blockchain technology as a mediator. The importance of
sustainable financial reporting for SMEs in the current economic climate of Iraq is highlighted, and the
potential benefits of blockchain technology in enhancing financial reporting practices are discussed. Key
terms and concepts related to management accounting, sustainable financial reporting, and blockchain
technology are defined, and the research methodology used in the study, including the research design,
data collection methods, and data analysis techniques, are described. The findings of the study are
interpreted and related to the research objectives and questions, and the implications of the findings for
practice and policy in Iraqi SMEs and management accounting in general are discussed.
Recommendations for future research in this area are also provided. Overall, this study is important in
promoting the adoption of sustainable financial reporting practices and emerging technologies in SMEs,

which could lead to increased competitiveness, profitability, and sustainability in the long run.
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