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Abstract

In order to succeed in business, the key is to understand how different processes, practices, rules, regulations, and institutions
affect the way the firm is directed, administered, or controlled. The study attempted to investigate factors influencing
international finance corporation at small and medium businesses in Erbil. Accordingly, the researchers used six factors for
instance; legal factor, environmental factor, political factor, social factor, technical factor, and economic factor to measure
influencing international finance. The researchers employed quantitative research method to examine the current study. The
questionnaire was distributed randomly among 130 administrative staffs of small and medium businesses. The participants of
the present study were 124 participants from different small and medium businesses in Kurdistan region of Irag. Many different
elements, such as currency exchange rates, inflation rates, and the existence of various cultures and languages, determine how
profitable international finance can be for companies. This also means that, on the other hand, international finance could be
a nightmare if any of these aspects are not handled properly. This also implies that corporations that find themselves involved
in financing such deals have no choice but to engage, they must ensure that it is done efficiently. The study demonstrates
multiple regression analysis to investigate six research hypotheses, as for first research hypothesis which stated that legal
factor influences international finance corporation at small and medium businesses in Erbil, it was found that the value of Beta
was .606 with significant level of .000 this indicated that the first research hypothesis was supported, as for second research
hypothesis which stated that environmental factor influences international finance corporation at small and medium businesses
in Erbil, it was found that the value of Beta was .669 with significant level of .000 this indicated that the second research
hypothesis was supported, as for third research hypothesis which stated that political factor influences international finance
corporation at small and medium businesses in Erbil, it was found that the value of Beta was .601 with significant level of .002
this indicated that the third research hypothesis was supported, as for fourth research hypothesis which stated that social
factor influences international finance corporation at small and medium businesses in Erbil, it was found that the value of Beta
was .642 with significant level of .000 this indicated that the fourth research hypothesis was supported, as for fifth research
hypothesis which stated that technical factor influences international finance corporation at small and medium businesses in
Erbil, it was found that the value of Beta was .642 with significant level of .001 this indicated that the fifth research hypothesis
was supported, and as for sixth research hypothesis which stated that technical factor influences international finance
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corporation at small and medium businesses in Erbil, it was found that the value of Beta was .637 with significant level of .000

this indicated that the sixth research hypothesis was supported.

Keywords—legal factor, social factor, environmental factor, technical factor, political factor, international finance

corporation

l. INTRODUCTION

Disclosure in accounting is extremely significant to all
stakeholders; it brings them the knowledge they need to
resolve confusion and helps them to make intelligent
financial and economic decisions (Dreher, et al. 2019).
firms must produce annual financial reports for external
investors, which are often regarded the most critical
information sources for outsiders (Sorguli, et al. 2021). In
order to succeed in business, the key is to understand how
different processes, practices, rules, regulations, and
institutions affect the way the firm is directed, administered,
or controlled (Sorguli & Al-Kake, 2020). Not only does the
finance corporation comprise the various stakeholders'
intricate interconnections, but it is also governed by the
stated aims for which it was established. Some rules were
established by the Bangladesh Securities and Exchange
Commission to help increase the transparency of business
reporting (Saleh et al. 2021). The rules that were
implemented included: It is critical that the number of the
board members of a corporation not be lower than five or
higher than twenty. To be effective, all companies should
ensure that independent directors are well represented on
their board (Sabir, et al. 2021). The board of directors
should include directors who are not affiliated with any
company. Each director should be independent, and there
should be at least one of them. Separation of the chairman
and chairwoman of the Finance Corporation is required. It
is preferable that the two available jobs be occupied by two
people each. The most important factor when staffing global
operations is to find and select personnel who can manage
operations in various locations around the world (Ismael, et
al. 2021). This strategic technique employed by the Finance
Corporation is a popular method for coordinating and
controlling their wide-ranging worldwide presence (Ismael,
et al. 2021).

The notion of financial inclusion began toward the close of
the 21st century, with the understanding that development
should not just happen in one part of the world, but rather
encompass all parts of the globe (Hamza, et al. 2021).
Despite the fact that financial inclusion policies and actions
have not historically had a long history, a list of
microeconomic and macroeconomic effects in support of
the hypothesis that growth in inclusive financial systems is
an important component of development progress has been
compiled by empirical research (Hameed & Anwar, 2018).
This new digital financial platform-enabled innovation
allows more inventive enterprises to enter the market by
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offering products and services that make both everyday
financial transactions and their customers' lives less
expensive and more convenient (Gardi, 2021). Payout ratio
is calculated by dividing the total dividend paid out to the
net profit generated by every stock. We have taken each
company's annual net profit and dividends, and computed
each one's for every year to ensure that no companies in our
results are faced with extremely low or negative net income
year to year. Firms are global by their very nature, and the
amount of international trade that occurs each year means
that financial information produced according to a national
accounting system may no longer be relevant to customers
whose decisions are made on a worldwide scale (Dreher, et
al. 2019). Information that is specific to the home or to a
specific region may really be a disadvantage for both
businesses and investors (Damit, et al. 2019). When a
construction company decides to venture into international
markets, it should do so based on a thorough analysis of
both the opportunities and threats involved in international
business. Such an analysis will also allow the company to
discover its strengths and weaknesses relative to
international activities. When it comes to construction
enterprises, there are various reasons for them to expand
their operations into foreign markets (Damit, et al. 2019).
To sum up, we can say that sluggish local markets,
increasing risk through diversification into new markets,
competitive use of resources, and utilizing global prospects
are among the primary reasons why investments are not
taking place (Aziz, et al. 2021). There is no market in the
global economy that is permanently immune to competition
from abroad. Regardless of enterprises remaining
domestically, they inevitably come into contact with
overseas competitors. A critical factor in the global
distribution of construction activity is the amount of
development that takes place in different parts of the world.
Also, because of differing wealth distributions, some areas
receive more building activity than others. Performance
Standards describe the necessary criteria for evaluating
risks and implications for each task and help individuals
discover ways to prevent, minimize, and manage these risks
and consequences (Anwar, 2017). Additionally, while
commercial viability is a central consideration in the overall
mission of the Sustainable Development Business Group
(SDBG) to promote sustainable development, it is also used
to determine which projects SDBG should finance and
which financing terms to negotiate on behalf of these
projects (Anwar & Qadir, 2017). One significant result of
the expansion of private sector funding in developing
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nations was that state aid and funding became more focused
on the private sector. Despite what is frequently said, the
formal existence of the Equator Principles, which are
commonly referred to as the Equator Principles or the
Equator Principles, is merely publicly available in the form
of a publicly available document that spells out the
normative and business rationale for undertaking
environmental risk management (Anwar & Climis, 2017),
and specific operational standards that adopting banks
Conceptual Framework
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commit to using in their project finance activities.
Historically, the public sector has been especially active in
the infrastructure industry, particularly in developing
economies (Ali, et al. 2021), because of the belief that it has
strategic importance to the economy, and because the high
costs and long timelines typically associated with projects
of this nature were considered to be significant deterrents to
private investors (Ahmed, et al. 2021).

[ Legal Factor
[ Environmental Factor
International
[ Political Factor Finance
Corporation
[ Social Factor
[ Technical Factor “
[ Economic Factor

Research Hypotheses:

Research Hypothesis (1): Legal factor has significant
influence on international finance corporation.

Research Hypothesis (2): Environmental factor has
significant influence on international finance corporation.

Research Hypothesis (3): Political factor has significant
influence on international finance corporation.

Research Hypothesis (4): Social factor has significant
influence on international finance corporation.

Research Hypothesis (5): Technical factor has significant
influence on international finance corporation.

Research Hypothesis (6): Economic factor has significant
influence on international finance corporation.

1. LITERATURE REVIEW
International Finance Corporation (IFC)

IFC is an international financial agency that provides
investment, consulting, and asset management services to
support private sector development in less developed
nations (Abdullah, et al. 2017). A notable amount of
research has been conducted on how non-state actors
attempt to affect the stock markets and financial
corporations. for example, World Bank academics have
researched how environmental organizations pressed the
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institutions to implement environmental and social policies
that were thought to be outside of the norm for development
in the first place. In many developing nations, finance for
private enterprise investment is provided by the IFC, which
can give loans and make joint ventures (Abdullah & Anwar,
2021).

The firm is designed to offer investment and asset
management services to the private sector in developing
countries. This is done to help bring about the development
of private firms and organizations in these countries, which
are lacking in the basic infrastructure necessary for doing
business (Garcia-Sanchez, et al. 2019). In addition, they
promote these enterprises by either obtaining or
guaranteeing finance. IFC (International  Finance
Corporation) offers assist to private businesses in acquiring
access to capital markets and other appropriate finance. a
nonprofit, private sector development organization linked to
the World Bank that finances or encourages investment in
member nations regardless of the nationality of the investors
the IFC's investment and consulting efforts are meant to aid
in reducing poverty and improving the lives of people (Kim,
2018)while maintaining a responsible approach to the
environment It is the belief of the organization that sound
economic growth is critical to the elimination of poverty;
that it is based on the development of entrepreneurship and
successful private investment; and that a business-friendly
environment is needed for such success to take place and for
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it to make a significant impact on the general public (Kenny,
2020). The International Finance Corporation is an
international financial institution that offers investment,
consultancy, and asset management services to help
promote private sector development in developing nations
(Garcia-Sanchez, et al. 2019).

1. FACTORS AFFECTING INTERNATIONAL
FINANCE CORPORATION

Legal factors:

Firm operating in a different legal environment might have
a significant impact on the legal environment of the country
in which it operates (Vanclay, 2017). Citizens in each
country are governed by various laws, and multinational
commercial firms must adhere to the laws of each country
(Smyth & Vanclay, 2017). Many different rules, such as
those that relate to age and disability discrimination, wage
rates, employment and environmental regulations, affect
businesses' operations (Sorguli, et al. 2020). The
international lending institutions' approach to legal and
working policies has an impact on the legal culture and
practices of businesses (Vanclay, 2020).

Environmental factors:

Although not a direct cause, external environmental
elements like weather, climate change, and temperature
influence the business firms' demand patterns for various
goods and services (Van der Ploeg & Vanclay, 2017).
Making the environment an external aspect to think about
in business has increased the importance of the environment
for organizations. The rapid pace of business and industry
today, combined with the constant update of the knowledge
possessed by accountants (Ascensdo, et al. 2018),
necessitates the continuous development of the skills and
professional competence of accountants, which allows them
to deal with more complex financial transactions, as well as
the preparation of financial statements and annual reports
(Ashrafi, et al. 2018). The overall trend of people shifting
towards green products and services has influenced the
overall demand pattern for numerous products and services
(Gleckman & Krut, 2017).

Political factors:

International variables are also influenced by numerous
political issues. One of the main reasons why an
international business experiences difficulties is because of
government policies, tax rates, and policies of the
government, as well as political instability in the country
where the business is located (Finger, et al. 2018). Because
of the close relationship between international business and
the legal and political environment in other countries, the
effect of other markets on your firm is quite real.

https://theshillonga.com/index.php/jhed

Journal of Humanities and Education Development (JHED)
3(3)-2021

Furthermore, the aforementioned elements are very
different from one locale to the next. A lack of political
stability in the country undermines the operations of
businesses, both large and small (Vanclay & Hanna, 2019).
On top of that, various tax regulations and government
activities might negatively impact the growth of business in
other countries. Thus, a successful business political climate
will have a significant impact on the growth of a
commercial enterprise (Ozorhon, et al. 2018).

Social factors:

social elements such as education, awareness, and general
trends and status of the population all effect the consumer
behavior, with regards to purchasing various goods and
services. a country's value system is affected by the social
setting it finds itself in International business, as with any
firm, is affected by several elements such as how people feel
about riches, the conventions they have, cost structure, labor
mobility, and cultural legacy (Kruger & Eberhard, 2018).
The social and cultural factors have an effect on the
profession of accounting as a social science and these social
and cultural factors interact with one another. Not only is
international business influenced by factors within each
country (Gardi, 2021), but differences in social environment
and culture, such as custom, lifestyle, and value, between
countries also directly effects the business (Gardi, 2021).
One good example is clients living in one country aren't
likely to be interested in the same items and services as
consumers living in a foreign country (Brooks &
Oikonomou, 2018).

Technical factors:

Changes in the technological landscape of the industry have
both beneficial and negative effect on the operation of
commercial organizations. The fast paced development of
technological changes and automated work processes is
(Ismael, et al. 2021) helping to increase the overall
efficiency of corporate processes (Ali, et al. 2021). One of
the main variables to consider when deciding whether or not
to expand your business is the influence of technology
(Anwar & Qadir, 2017). The incorporation of accounting
technology increases the performance of accounting
information systems, and makes them more accurate and
flexible for advancements and more valuable to
management by providing them with the essential feedback
to make sensible decisions (Anwar, 2017). However,
technological advancement has also brought with it an
increase in the supply of diverse products and services
within the business. More advanced technologies are
needed in a creative agency or a research laboratory,
whereas a legal business or a consulting organization do not
need those kind of advanced technologies (Ascensao, et al.
2018).
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Economic factors:

Factors that influence the economic system in which the
firm operates also affect the company's financial well-
being. Because various economic elements (Brooks &
Oikonomou, 2018), including the inflation rate, interest
rate, distribution of income, the number of people
employed, and the allocation of government budget, all
have an immediate impact on business operations
(NDUNGU, 2012). In addition to customers' ability to pay,
numerous economic factors such as the purchasing power
of customers impact the demand for different goods and
services (Hamza, et al. 2021).
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V. METHODOLOGY

The study was carried out in small and medium businesses
in Erbil. The study attempted to investigate factors
influencing international finance corporation at small and
medium businesses in Erbil. Accordingly, the researchers
used six factors for instance; legal factor, environmental
factor, political factor, social factor, technical factor, and
economic factor to measure influencing international
finance. The researchers employed quantitative research
method to examine the current study. The questionnaire was
distributed randomly among 130 administrative staffs of
small and medium businesses. The participants of the
present study were 124 participants from different small and
medium businesses in Kurdistan region of Irag.

V. ANALYSIS AND RESULTS
Table 1- KMO and Bartlett Sphericity Test of Self-rating Items
Factors N of n KMO Bartlett test
items Chi-Square Sig
Legal factor 10 124
Environmental Factor 9 124 1871.3 .000
Political Factor 11 124 72
Technical Factor 10 124
Economic Factor 9 124
Social Factor 11 124
International Finance Corporation 10 124

As we can see in table (1), the result of KMO for all five
independent variables (Legal Factor, Environmental Factor,
Political Factor, Social Factor, Technical Factor, and
Economic Factor), and International Finance Corporation

as dependent variable; is .751 which is higher than .001 this
indicates that the sample size used for the current study was
more than adequate. Furthermore, the result of Chi-Square
is 2155.2 with the significant level .000.

Table 2: Reliability analysis

Factors N of items n Cronbach's Alpha
Legal factor 10 124 791
Environmental Factor 9 124 737
Political Factor 11 124 721
Technical Factor 10 124 729
Economic Factor 9 124 787
Social Factor 11 124 776
International Finance Corporation 10 124 755

As seen in table (2), the reliability analysis for 59 items used
to measure the influence of six independent variables (Legal
Factor, Environmental Factor, Political Factor, Social
Factor, Technical Factor, and Economic Factor), and
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International Finance Corporation as dependent variable.
The above questions were distributed as follow; 10 items
for legal factor, 9 items for environmental, 11 items for
political, 10 items for technical, 9 items for economic, 10
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items for social factor, and items for 11 items for
international finance corporation. The researchers applied
reliability analysis to find out the reliability for each factor,
the findings revealed as follow: as for legal factor was found
the Alpha to be .791 with the sample size of 124 for 10
questions which indicated that all 10 questions used to
measure legal factor were reliable for the current study, as
for environmental factor was found the Alpha to be .737
with the sample size of 124 for 9 questions which indicated
that all 9 questions used to measure environmental factor
were reliable for the current study, as for political factor
was found the Alpha to be .721 with the sample size of 124
for 11 questions which indicated that all 11 questions used
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to measure political factor were reliable for the current
study, as for technical factor was found the Alphato be .729
with the sample size of 124 for 10 questions which indicated
that all 10 questions used to measure technical factor were
reliable for the current study, as for social factor was found
the Alpha to be .776 with the sample size of 124 for 11
questions which indicated that all 11 questions used to
measure social factor were reliable for the current study,
and finally as for international finance corporation was
found the Alpha to be .755 with the sample size of 124 for
10 questions which indicated that all 10 questions used to
measure international finance corporation were reliable for
the current study.

Table 3: Correlation Analysis

Correlations
Legal Environmental | Political Technical | Economic | Social | IFC
Legal factor | Pearson 1
Correlation
Sig. (2-tailed)
N 124
Environment | Pearson 6017 |1
al Factor Correlation
Sig. (2-tailed) .002
N 124 124
Political Pearson 5477 | 591 1
Factor Correlation
Sig. (2-tailed) .000 .000
N 124 124 124
Technical Pearson 573" | .609™ .618"™ 1
Factor Correlation
Sig. (2-tailed) .000 .001 .000
N 124 124 124 124
Economic Pearson 587" | 512™ 493" 4827 1
Factor Correlation
Sig. (2-tailed) .000 .000 .000 .000
N 124 124 124 124 124
Social Pearson 6317 | 667" 597 .614™ 632" 1
Factor Correlation
Sig. (2-tailed) .000 .000 .000 .000 .000
N 124 124 124 124 124 124
International | Pearson 6377 | .648™ 536" 6917 .644™ 6637 | 1
Finance Correlation
Corporation - "sj "2 Jailed) .000 .000 .000 .000 .000
N 124 124 124 124 124 124 124
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**_Correlation is significant at the 0.01 level (2-tailed).

As it can be seen in table (3), the correlation analysis
between (Legal Factor, Environmental Factor, Political
Factor, Social Factor, Technical Factor, and Economic
Factor), and International Finance Corporation. The finding
revealed that the value of Pearson correlation (r= .637™"
p<0.01), between legal factor and International Finance
Corporation this indicated that there is positive and strong
correlation between legal and International Finance
Corporation, the value of Pearson correlation (r=
.648"p<0.01), between environmental factor and
International Finance Corporation this indicated that there
is positive and strong correlation between environmental
factor and International Finance Corporation, the value of
Pearson correlation (r= .536"p<0.01), between political
factor and International Finance Corporation this indicated
that there is positive and strong correlation between political

factor and International Finance Corporation, the value of
Pearson correlation (r= .6917p<0.01), between technical
factor and International Finance Corporation this indicated
that there is positive and strong correlation between
technical factor and International Finance Corporation, the
value of Pearson correlation (r= .644™ p<0.01), between
economic factor and International Finance Corporation this
indicated that there is positive and strong correlation
between economic factor and International Finance
Corporation, and the value of Pearson correlation (r= .663™
p<0.01), between social factor and International Finance
Corporation this indicated that there is positive and strong
correlation between social factor and International Finance
Corporation.

Testing Research Hypotheses

Table 4- Multiple Regression

Coefficients

Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta

1 (Constant) 1.007 121 3.528 .000
Legal factor .602 027 .606 2.641 .000
Environmental .663 .029 .669 2.322 .000
Factor
Political Factor .597 .031 .601 2414 .002
Social Factor .639 .039 .642 2.633 .000
Technical Factor .663 041 .668 2.021 .001
Economic Factor .678 .051 673 2.933 .000

a. Dependent Variable: International Finance Corporation

Table (4), demonstrates multiple regression analysis to
investigate six research hypotheses, as for first research
hypothesis which stated that legal factor influences
international finance corporation at small and medium
businesses in Erbil, it was found that the value of Beta was
.606 with significant level of .000 this indicated that the first
research hypothesis was supported, as for second research
hypothesis which stated that environmental factor
influences international finance corporation at small and
medium businesses in Erbil, it was found that the value of
Beta was .669 with significant level of .000 this indicated
that the second research hypothesis was supported, as for
third research hypothesis which stated that political factor
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influences international finance corporation at small and
medium businesses in Erbil, it was found that the value of
Beta was .601 with significant level of .002 this indicated
that the third research hypothesis was supported, as for
fourth research hypothesis which stated that social factor
influences international finance corporation at small and
medium businesses in Erbil, it was found that the value of
Beta was .642 with significant level of .000 this indicated
that the fourth research hypothesis was supported, as for
fifth research hypothesis which stated that technical factor
influences international finance corporation at small and
medium businesses in Erbil, it was found that the value of
Beta was .642 with significant level of .001 this indicated
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that the fifth research hypothesis was supported, and as for
sixth research hypothesis which stated that technical factor
influences international finance corporation at small and
medium businesses in Erbil, it was found that the value of
Beta was .637 with significant level of .000 this indicated
that the sixth research hypothesis was supported.

VI. CONCLUSION

As the years go, this concept is becoming more relevant due
to the advent of technology and globalization. Capital
management chances go beyond only helping to grow the
company and present potential for businesses to do business
more effectively. Capital management chances can also
benefit clients by boosting competition and promoting the
highest standards of customer service. The smaller firms
have the biggest challenges since global, massive firms are
competing for a share of the market. The quality of products
thus has less of a risk of errors. Many different elements,
such as currency exchange rates, inflation rates, and the
existence of various cultures and languages, determine how
profitable international finance can be for companies. This
also means that, on the other hand, international finance
could be a nightmare if any of these aspects are not handled
properly. This also implies that corporations that find
themselves involved in financing such deals have no choice
but to engage, they must ensure that it is done efficiently.
The study demonstrates multiple regression analysis to
investigate six research hypotheses, as for first research
hypothesis which stated that legal factor influences
international finance corporation at small and medium
businesses in Erbil, it was found that the value of Beta was
.606 with significant level of .000 this indicated that the first
research hypothesis was supported, as for second research
hypothesis which stated that environmental factor
influences international finance corporation at small and
medium businesses in Erbil, it was found that the value of
Beta was .669 with significant level of .000 this indicated
that the second research hypothesis was supported, as for
third research hypothesis which stated that political factor
influences international finance corporation at small and
medium businesses in Erbil, it was found that the value of
Beta was .601 with significant level of .002 this indicated
that the third research hypothesis was supported, as for
fourth research hypothesis which stated that social factor
influences international finance corporation at small and
medium businesses in Erbil, it was found that the value of
Beta was .642 with significant level of .000 this indicated
that the fourth research hypothesis was supported, as for
fifth research hypothesis which stated that technical factor
influences international finance corporation at small and
medium businesses in Erbil, it was found that the value of
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Beta was .642 with significant level of .001 this indicated
that the fifth research hypothesis was supported, and as for
sixth research hypothesis which stated that technical factor
influences international finance corporation at small and
medium businesses in Erbil, it was found that the value of
Beta was .637 with significant level of .000 this indicated
that the sixth research hypothesis was supported.
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