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Merits	and	demerits	of	computerized	accounting	information	system

To	make	sure	that	all	calculations	are	correct	and	accurate	it	is	important	to	use	something	other	than	pen	and	paper.	The	systems	we	provide	also	take	care	of	all	procedures	automatically	so	that	invoices	are	created	and	manual	accounting	is	taken	care	of	efficiently.	2.	Data	Access	Using	the	software	becomes	easier	and	gives	you	easier	access	to
data	files	when	you	need	them.	You	no	longer	have	to	search	through	endless	piles	of	paper	and	files	to	find	a	certain	date,	data	file	or	piece	of	information	as	they	are	all	there	for	you	at	the	click	of	a	button.	3.	Accuracy	An	accounting	system	is	designed	to	be	completely	accurate	right	down	to	the	final	detail.	Although	your	maths	skills	may	be	10/10
it	is	always	safer	to	use	a	computerised	system	to	do	the	calculations	for	you.	It	also	automatically	does	additions,	subtractions	and	calculations	once	you	have	submitted	data	making	the	whole	process	quicker.	4.	Reliability	Of	course	they	are	reliable	systems	to	use.	They	are	smarter	than	any	accountant	can	ever	be	and	take	care	of	tasks	when	you
tell	it	to.	You	can	count	on	your	computerised	system	to	take	control	of	your	accounts	when	you	don’t	have	the	time	to.	5.	Speed	A	computer	is	always	going	to	be	faster	than	a	human	being	and	when	it	comes	to	accounts	they	are	faster	than	ever	before.	Statements,	reports,	analysis	and	everything	you	need	can	be	created	at	the	push	of	a	button	so
you	can	get	access	to	your	accounts	in	quick	time.	6.	Security	The	latest	technology	can	be	saved	and	stored	off	site	so	there	is	no	threat	of	intrusions	and	stealing	of	data.	The	systems	can	always	be	restored	from	old	data	files	and	backups	are	vital	to	make	the	most	of	clever	accounting.	With	password	protected	areas	and	certain	accounts	for
different	parts	of	the	business	you	can	control	who	has	access	to	the	systems	for	extra	safety.	7.	Scalable	No	matter	how	large	your	company	grows	you	can	always	count	on	a	computerised	system	to	grow	with	you.	Everything	is	straight	forward	and	the	data	systems	will	always	store	your	files	efficiently	unlike	stacks	of	paper	would.	8.	Visuals	It	is
always	easier	to	look	at	your	accounts	and	customer’s	accounts	on	a	computer	rather	than	trying	to	read	handwriting	that	is	impossible	to	read.	You	can	arrange	them	in	a	way	that	suits	you	and	quickly	view	reports	and	data	sheets	in	quick	time.	9.	Cost	Effective	Using	a	computerised	system	is	a	lot	cheaper	than	other	forms	of	data	filing	due	to	it
being	overall	more	efficient.	As	the	work	is	automatically	done	and	all	reports	are	kept	in	one	area,	everything	is	completed	quicker	and	will	save	time	massively.	You	also	save	money	on	various	accountant’s	fees,	report	creations,	paper	filing	and	still	make	sure	your	accounts	are	in	perfect	order.	Get	in	touch	with	us	here	at	Coleman	and	Co	to	find
our	more	about	our	computerised	accounting	systems	and	how	they	can	help	you	and	your	business.	Limitations	of	Computerised	Accounting	System	Limitations	of	Computerised	Accounting	System.	The	main	limitations	of	CAS	are	being	dependent	upon	the	operating	environment	they	work	in.	(i)	Heavy	cost	of	installation.	(ii)	Cost	of	training.	(iii)
Fear	of	unemployment.	(iv)	Disruption	of	work.	(v)	System	failure.	(vi)	Time	consuming.	(vii)	Unanticipated	errors	not	known.	Click	to	see	full	answer	Similarly,	you	may	ask,	what	are	the	advantages	and	disadvantages	of	Computerised	accounting	system?The	main	limitations	of	Computerised	systems	are	being	dependent	upon	the	operating
environment	they	work	in.	Some	of	them	are	listed	as	follows:	(i)	Heavy	Cost	of	Installation:	Computer	hardware	needs	replacing	and	software	needs	to	be	updated	from	time	to	time	with	the	availability	of	newer	versions.Also,	what	are	three	advantages	in	using	a	Computerised	accounting	system?	7	Benefits	of	Computerised	Accounting	Systems
Reduce	the	time	spent	on	manual	processes.	Less	errors	and	increased	accuracy.	Real-time	financial	information.	Automated	invoices,	credit	notes	and	receipts.	Innovative	financial	technology.	Save	money	on	resources.	Faster	record-keeping	leads	to	more	business.	Correspondingly,	what	are	the	advantages	of	computerized	accounting	system?	The
advantages	of	computerized	accounting	include	fast,	complex	reporting.	Computerized	systems	can	produce	invoices,	purchase	orders	and	other	documents	more	quickly.	Many	reports	are	automatically	updated	and	instantly	available.What	are	the	components	of	computerized	accounting	system?1.	The	components	of	Computerised	Accounting
System	are	:	(a)	Data,	Report,	Ledger,	Hardware,	Software;	(b)	Data,	People,	Procedure,	Hardware,	Software;	(c)	People,	Procedure,	Ledger,	Data,	Chart	of	Accounts;	(d)	Data,	Coding,	Procedure,	Rules,	Output.	Computerized	accounting	software	programs	have	made	many	advancements	over	the	years.	These	programs	tout	making	life	easier	for
business	owners	when	it	comes	to	tracking	expenses,	preparing	taxes	and	looking	at	revenue	growth.	Accounting	software	programs	have	become	common,	there	are	both	advantages	and	disadvantages	to	relying	on	a	computer	for	all	accounting.	Most	business	owners	are	not	accountants	or	bookkeepers	by	trade	and	find	it	challenging	to	do	most
accounting	tasks.	This	is	where	accounting	software	programs	give	a	business	owner	advantages.	A	wide	variety	of	accounting	software	programs	are	consumer	friendly.	Business	owners	can	shop	around	to	find	a	program	that	is	easy	to	install,	learn	and	use.	Many	programs	provide	prompts	for	the	type	of	data	that	should	be	entered	in	each	section.
Once	the	system	is	established	with	bank	accounts,	debts	and	vendors,	the	business	owner	only	needs	to	update	information	as	it	comes	in.	Most	of	the	major	software	programs	make	using	the	program	simple.	The	math	is	accurate	and	reliable,	so	a	business	owner	can	accurately	determine	available	funds	at	any	time.	Hiring	an	in-house	bookkeeper
or	outsourcing	the	work	to	a	bookkeeper	or	accounting	firm	can	be	costly.	The	software	program	has	an	upfront	cost	and	might	require	contracting	a	bookkeeper	to	set	up	the	accounts	and	coach	the	business	owner	on	using	the	program,	but	it	quickly	becomes	cost-effective.	The	owner	doesn't	need	to	pay	for	anything	beyond	the	software	purchase
and	setup.	Most	programs	work	with	operating	systems	for	years	and	only	occasionally	require	an	inexpensive	upgrade.	Many	software	programs	allow	business	owners	to	set	permissions	that	give	an	outside	bookkeeper	or	accountant	access	to	the	data.	Business	owners	can	sync	information	with	bank	and	credit	accounts	and	import	data	with	a	click
of	a	mouse.	This	allows	business	owners	to	quickly	reconcile	accounts	and	import	the	correct	information	that	needs	to	be	reviewed	by	key	advisors.	Business	owners	should	review	the	best	options	for	the	business.	Consider	backups	either	on	the	cloud	or	on	separate	hard	drives	to	maintain	accurate	records	should	problems	arise.	Dependence	on
computers	sometimes	leads	to	bigger	problems.	With	more	software	data	being	housed	in	the	cloud,	there	are	more	opportunities	for	hackers	to	get	your	business's	financial	data	and	use	it.	This	puts	assets	at	risk	and	creates	potential	liability	if	hackers	use	employer	tax	identification	to	open	credit	cards	and	business	loans.	There	is	also	the	risk	of
someone	within	the	business	accessing	the	information,	perhaps	pilfering	money	from	daily	deposits	and	altering	the	data	in	the	program.	Business	owners	must	diligently	protect	financial	information.	When	dealing	with	computers,	issues	can	arise.	You	may	be	completing	year-end	data	for	your	accountant	and	experience	a	power	outage.	Computers
might	acquire	a	virus	and	fail.	There	is	also	the	potential	of	users	incorrectly	performing	software	tasks	that	they	are	not	familiar	with.	If	a	user	tries	to	do	one	thing	but	inadvertently	does	something	else,	it	might	take	some	work	to	undo	the	error.	Bookkeeping	records	are	only	as	good	as	the	data	put	into	the	system.	Business	owners	that	don't	take
the	time	to	establish	account	categories	properly	may	enter	data	and	generate	reports	that	are	not	accurate.	Business	owners	can	do	a	lot	to	mitigate	the	disadvantages	and	potential	problems	associated	with	computerized	accounting	with	proper	planning	and	software	integration.	Taking	the	time	to	establish	it	correctly	is	easier	and	cheaper	than
trying	to	backtrack	because	when	a	problem	occurs.	Let	me	start	this	article	by	saying	I	am	a	qualified	accountant	who	has	taught	accounting	at	a	variety	of	levels	for	over	18	years.		I	have	also	worked	extensively	as	a	business	consultant	for	small	and	medium	size	enterprises.		I	am	continually	amazed	when	I	come	across	a	business	either	not	using	a
computerized	accounting	package	or	using	spread	sheets	to	do	their	accounts.		Therefore	I	decided	to	write	a	short	article	on	the	benefits	of	using	a	computerized	accounting	package.		The	package	I	use	for	our	small	to	medium	business	is	MYOB	(Mind	Your	Own	Business)	accounting	software.Small	and	medium	sized	businesses	can	now	buy	‘off	the
shelf’	accounting	programs	at	remarkably	low	cost.		Larger	businesses	will	often	have	customized	programs	made	for	their	business.		The	accounting	programs	carry	out	functions	such	as	invoicing,	dealing	with	payments,	paying	wages	and	providing	regular	accounting	reports	such	as	trading	and	profit	and	loss	accounts	and	balance	sheets.	The
introduction	of	computerized	accounting	systems	provide	major	advantages	such	as	speed	and	accuracy	of	operation,	and,	perhaps	most	importantly,	the	ability	to	see	the	real-time	state	of	the	company’s	financial	position.		In	my	experience	I	have	never	seen	a	business	that	has	upgraded	to	a	computerized	accounting	system	return	to	paper	based
accounting	systems.	A	typical	computerized	accounting	package	will	offer	a	number	of	different	facilities.		These	include:-	On-screen	input	and	printout	of	sales	invoices	-	Automatic	updating	of	customer	accounts	in	the	sales	ledger	-	Recording	of	suppliers’	invoices	-	Automatic	updating	of	suppliers'	accounts	in	the	purchases	ledger	Recording	of	bank
receipts	-	Making	payments	to	suppliers	and	for	expenses	-	Automatic	updating	of	the	general	ledger	-	Automatic	adjustment	of	stock	records	-	Integration	of	a	business	database	with	the	accounting	program	-	Automatic	calculation	of	payroll	and	associated	entries	Computerized	accounting	programs	can	provide	instant	reports	for	management,	for
example:-	Aged	debtors’	summary	–	a	summary	of	customer	accounts	showing	overdue	amounts	-	Trial	balance,	trading	and	profit	and	loss	account	and	balance	sheet	-	Stock	valuation	-	Sales	analysis	-	Budget	analysis	and	variance	analysis	-	GST/VAT	returns	-	Payroll	analysis	When	using	a	computerized	accounting	system	the	on	computer,	input
screens	have	been	designed	for	ease	of	use.		The	main	advantage	is	that	each	transaction	needs	only	to	be	inputed	once,	unlike	a	manual	double	entry	system	where	two	or	three	entries	are	required.	The	computerized	ledger	system	is	fully	integrated.		This	means	that	when	a	business	transaction	is	inputed	on	the	computer	it	is	recorded	in	a	number
of	different	accounting	records	at	the	same	time.The	main	advantages	of	a	computerized	accounting	system	are	listed	below:Speed	–	data	entry	onto	the	computer	with	its	formatted	screens	and	built-in	databases	of	customers	and	supplier	details	and	stock	records	can	be	carried	out	far	more	quickly	than	any	manual	processing.	Automatic	document
production	–	fast	and	accurate	invoices,	credit	notes,	purchase	orders,	printing	statements	and	payroll	documents	are	all	done	automatically.	Accuracy	–	there	is	less	room	for	errors	as	only	one	accounting	entry	is	needed	for	each	transaction	rather	than	two	(or	three)	for	a	manual	system.	Up-to-date	information	–	the	accounting	records	are
automatically	updated	and	so	account	balances	(e.g.	customer	accounts)	will	always	be	up-to-date.	Availability	of	information	–	the	data	is	instantly	available	and	can	be	made	available	to	different	users	in	different	locations	at	the	same	time.	Management	information	–	reports	can	be	produced	which	will	help	management	monitor	and	control	the
business,	for	example	the	aged	debtors	analysis	will	show	which	customer	accounts	are	overdue,	trial	balance,	trading	and	profit	and	loss	account	and	balance	sheet.	GST/VAT	return	–	the	automatic	creation	of	figures	for	the	regular	GST/VAT	returns.	Legibility	​–	the	onscreen	and	printed	data	should	always	be	legible	and	so	will	avoid	errors	caused
by	poor	figures.	Efficiency	–	better	use	is	made	of	resources	and	time;	cash	flow	should	improve	through	better	debt	collection	and	inventory	control.	Staff	motivation	–	the	system	will	require	staff	to	be	trained	to	use	new	skills,	which	can	make	them	feel	more	motivated.		Further	to	this	with	many	‘off-the-shelf’	packages	like	MYOB	the	training	can	be
outsourced	and	thus	making	a	particular	staff	member	less	critical	of	business	operations.	Cost	savings	–	computerized	accounting	programs	reduce	staff	time	doing	accounts	and	reduce	audit	expenses	as	records	are	neat,	up-to-date	and	accurate.	Reduce	frustration	–	management	can	be	on	top	of	their	accounts	and	thus	reduce	stress	levels
associated	with	what	is	not	known.	The	ability	to	deal	in	multiple	currencies	easily	–	many	computerized	accounting	packages	now	allow	a	business	to	trade	in	multiple	currencies	with	ease.		Problems	associated	with	exchange	rate	changes	are	minimized.	In	summary	if	you	have	not	computerized	your	accounting	you	should	seriously	consider	doing
so.		I	chose	to	train	in	MYOB	after	reviewing	all	the	small	to	medium	business	accounting	packages	on	the	market.		In	my	view	MYOB	was	the	best	overall	package.		A	free	90	day	trial	version	of	MYOB	accounting	software	can	be	downloaded	from	your	own	country’s	MYOB	website.		This	trial	version	is	the	full	version	but	any	business	set	up	with	it
can	only	have	entries	entered	for	90	days;	after	that,	purchase	of	the	software	is	required.		I	strongly	recommend	you	download	a	version	and	take	a	look.About	the	author	–	Gary	Hadler	B.Ec,	Dip.Ed,	MBA	is	a	qualified	accountant	and	a	registered	teacher	in	Hong	Kong	and	Australia.		Gary	has	taught	accounting	and	computerized	accounting	software
for	over	18	years.Click	here	to	find	out	more	about	the	MYOB	training	courses	offered	by	ITS.		Something	went	wrong.	Wait	a	moment	and	try	again.	In	the	present	day,	accountants	no	longer	record	every	transaction	of	a	company	or	any	corporate	body	with	the	help	of	pen	and	pencils	using	a	ledger	book.	After	the	birth	of	computers	and	the
emergence	of	digitalisation	in	most	professional	sectors	in	India,	accounting	is	also	computerised.For	the	past	few	decades,	computerised	data	was	used	mainly	in	the	field	of	science	and	technology.	However,	as	the	years	go	by,	computerised	accounting	systems	are	also	becoming	quite	common.Introduction	to	Computerised	AccountingSeveral
accounting	firms	still	perform	book-keeping	manually,	while	most	firms	comprise	financial	transactions	that	can	be	a	lot	for	a	manual	accounting	process.	Moreover,	the	complicated	financial	transactions	of	a	firm	are	quite	difficult	to	be	recorded	manually.	That	led	to	the	introduction	of	the	concept	of	computerised	accounting	systems.	Before	you
learn	the	meaning	of	computerised	accounting,	it	is	important	to	know	about	the	various	factors	to	consider	before	using	such	a	system.Features	of	Computerized	Accounting	SystemsThe	characteristic	features	of	computerised	accounting	systems	are	as	follows	–Components	of	computerised	accounting	systems	are	software	programs	which	are
installed	on	a	company	machine,	network	server	or	accessed	remotely	with	the	help	of	the	Internet.Such	a	system	allows	accounting	professionals	to	set	up	income	and	expense	accounts	such	as	purchases	and	sales	accounts,	salary	distribution	account,	advertising	expenses	account,	etc.	The	process	of	computerised	accounting	systems	includes
programs	that	can	be	used	to	manage	and	control	bank	accounts,	prepare	company	budgets,	etc.Depending	upon	the	program	and	how	advanced	it	is	accountants	can	also	construct	tax	documents,	handle	company	payroll,	and	manage	project	expenses	properly.Programs	in	this	system	can	be	customised	as	per	user	demands.	This	feature	helps	every
accounting	professional	to	meet	the	requirements	of	their	firm.	However,	it	is	essential	for	the	employees	of	a	firm	who	are	using	a	computerised	accounting	system	to	get	proper	training	so	that	they	can	use	the	system	correctly	and	execute	the	required	programs	accurately.What	are	MIS	and	AIS?MIS	or	Management	Information	System	is	a
digitised	database	where	all	the	financial	information	of	a	company	is	organised	and	input	in	the	system.	With	its	help,	the	program	can	execute	daily	reports	on	management	operations	of	a	company.AIS	or	Accounting	Information	System	is	nothing	but	means	of	collection,	storage	and	execution	of	accounting	data	of	a	firm.	This	system	is	a	popular
choice	for	a	company	before	it	needs	to	take	an	important	decision	for	any	purpose.	Components	of	AIS	include	data,	users,	i.e.	people,	software	programs,	accounting	procedure,	information	technology,	and	other	internal	variables.	Types	of	Computerised	Accounting	SoftwareMultiple	accounting	software	programs	are	used	by	professionals	across
the	globe.	They	can	be	classified	as	three	types,	which	are	-A.	Readymade	SoftwareThis	kind	of	software	is	developed	for	all	users	in	general	and	does	not	possess	any	tweaks	or	elements	that	would	help	out	a	specific	category	of	users	substantially.	Readymade	software	programs	are	suitable	for	a	firm	where	the	overall	volume	of	accounting	work	is
relatively	low.	Compared	to	other	accounting	software	programs,	readymade	software	programs	require	minimum	system	requirements	and	are	usually	cheap.	Moreover,	such	programs	have	an	easy	and	dynamic	learning	curve.	B.	Customised	SoftwareCustomised	accounting	software	programs	are	those	readymade	software	programs	that	have	been
altered	to	meet	the	specific	requirements	of	any	user.	Such	programs	are	usually	used	in	large	and	medium	scale	organisations.	In	the	case	of	customised	accounting	software	programs,	not	only	the	installation	expense	but	also	the	cost	of	maintenance	is	relatively	higher	than	other	accounting	programs.	In	most	cases,	to	acquire	its	services,	users
need	to	pay	the	vendor	a	certain	amount	as	a	customisation	fee.	The	advantages	of	using	such	an	accounting	program	include	enhanced	security	and	secrecy	of	data	along	with	easier	maintenance.	Moreover,	users	are	required	to	undergo	proper	training	before	using	this	program	for	professional	work.	c.	Tailor-Made	SoftwareAs	its	name	suggests,
tailor-made	accounting	software	programs	are	developed	for	particular	firms.	Such	programs	form	an	integral	part	of	MIS.	These	kinds	of	programs	are	usually	designed	for	large	scale	businesses	only	and	require	specialised	training	before	users	are	adept	in	working	with	this	software	to	execute	programs	accurately.	Advantages	of	Computerised
Accounting	SystemsThe	benefits	of	such	systems	are	as	follows	–Speed,	accuracy,	and	reliability	of	accounting	executionsHigh	efficiency	along	with	top	securityReal-time	user	interference	along	with	quality	report	preparation,	which	is	mostly	automatedLimitations	of	Computerised	Accounting	SystemsThe	limitations	of	Computerised	Accounting
Systems	are	as	follows	–Failure	of	systems	such	as	technical	failures	like	virus	attack,	circuit	problems	in	the	computer,	etc.The	cost	of	training	to	master	Computerised	accounting	systems	is	usually	a	bit	expensive.Disruptions	are	quite	commonMost	accounting	systems	suffer	from	an	inability	to	check	errors	that	are	not	anticipated.At	Vedantu,	we
hope	that	this	discussion	on	Computerised	Accounting	Systems	will	help	substantially	in	fetching	you	top	marks	in	the	upcoming	board	exams!	You	can	visit	our	website	or	app	for	more	such	discussions	on	various	topics	from	senior	secondary	Commerce	curriculum.
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