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ABSTRACT

Accounting Information Systems (AIS) play a pivotal role in shaping the financial performance
of companies in Malaysia, with particular significance for Small and Medium-Sized Enterprises
(SMEs). However, the intricate nature of AIS presents formidable challenges and barriers for
SMEs, necessitating a thorough examination of its impact on their operational efficiency and
financial outcomes. This study aims to elucidate the nexus between AIS and SMEs' financial
performance by focusing on three crucial variables: timeliness, transparency, and accuracy. The
study employed questionnaire surveys, with a total sample size of 357 respondents drawn from
a population of 4,735 SMEs in Kangar, Perlis. Utilising SPSS Statistics Software, the collected
data underwent rigorous analysis, including correlation and multi-regression analyses. The
results underscored a highly significant impact of timeliness, transparency, and accuracy of AIS
on SMEs’ financial performance. These findings offer invaluable insights into the pivotal role of
AIS in augmenting SMEs' financial performance, highlighting avenues for optimising their
accounting systems. By shedding light on the intricate dynamics between AIS and SMEs'
financial outcomes, this research contributes to a deeper understanding of the mechanisms
underpinning effective financial management in the SME sector. Moreover, it provides
actionable recommendations for SMEs to leverage AIS effectively, thereby enhancing their
competitiveness and sustainability in the dynamic business landscape of Malaysia.

Keywords: Accounting Information Systems, Accuracy, Financial Performance, Timeliness,
Transparency

1. INTRODUCTION

Accounting Information Systems (AIS) have become the majority used across diverse sectors, as
they provide a systematic method for managing financial performance with timeliness,
transparency, and accuracy (Al-Waeli et al.,, 2020). AIS is one of the computer-based systems for
business entities to collect, record, and track the financial and accounting information that is used
by decision-makers (Al-Hattami et al., 2021). AIS not only enhanced management decision-
making but also minimised business costs (Sabri et al.,, 2022). The high quality of AIS allows
business firms, especially Small and Medium-Sized Enterprises (SMEs) to effectively manage and
monitor their financial activities (Khan et al., 2022). Based on the previous research, Adenike and
Adewoye (2018) indicate that there is a higher demand for Nigerian SMEs to gain AIS investment
opportunities to improve their financial management and maintain long-term business
operations. Therefore, AIS could be advantageous for SMEs in term of enhancing their financial
strategy and overcoming unexpected business venture.
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SMEs play an important role in addressing key national development challenges, including
employment creation and income generation. Besides that, SMEs were a fundamental pillar for
skills development, poverty reduction, empowerment, and the sustainability of community
livelihoods (Chege & Wang, 2020). There are approximately 400 million SMEs globally, with 99%
of them generating the largest number of new jobs (Zhou, 2023). SMEs in developing countries
like Malaysia are a key driver of the domestic economy, contributing 38.2% of the gross domestic
product (GDP), equivalent to more than RM512.8 billion in 2021, underscoring their irreplaceable
importance within the country's economic framework. (Adzim, 2022). In recognition of the
significant contribution of SMEs to economic development, government agencies and other
organisations have made the development of SMEs a priority. As a result, they have launched a
range of programmes and resources aimed at improving the performance and competitiveness of
SMEs (Sana et al., 2020).

The rapid growth of globalisation increased SMEs’ decision to adopt AIS due to the complexity of
their business operations and the purpose of boosting financial performance and maintaining a
competitive edge within the global marketplace (Mahama & Dahlan, 2021). Based on the existing
research studies, globalisation has had a significant impact on the financial performance and
position of SMEs. This impact is attributed to their ability to expand market share, develop new
customer segments, diversify product portfolios, and take advantage of knowledge transfer and
innovation opportunities in the global marketplace (Podhorska & Siekelova, 2020). Therefore, the
importance of AlS has increased the demand for SMEs to improve and develop financial business
performance. However, some SMEs may struggle to handle the complexity of AIS because they are
highly dependent on manual accounting processes. According to Habiba et al. (2019), a significant
proportion of SMEs in Addis Ababa rely heavily on manual AIS. The adoption of Computerised
Accounting Information Systems (CAIS) is often influenced by factors such as firm size and
financial preparedness, which are important determinants. Moreover, the researchers found that
the use of non-compliant software in Jordan's AIS adversely affects financial performance. This is
mainly due to the inappropriate use of infrastructure resources, which leads to substandard
functionality of accounting information systems within companies (Jarah & Iskandar, 2019).
Therefore, the ineffective use of AIS can have a range of negative impacts on SMEs’ organisation.

In this research, the main objective was to determine the influence of AIS on the financial
performance of SMEs in Kangar, Perlis. Although there have been a significant number of studies
(Asmuni, 2020; Lidovolo & Atieno 2023). that have been explored and discovered about the
impact of AIS on financial performance under a variety of scenarios, there is a noticeable gap in
the literature on SMEs located in Kangar, Perlis. Yet, limited attention has been paid to
understanding how AIS influences the financial performance of SMEs within the region,
suggesting that there is a clear need for empirical investigations and explorations. The
relationship between timeliness, transparency, and accuracy of AIS towards SMEs’ financial
performance was developed to identify whether AIS may be beneficial or detrimental to SMEs
operating in the local area. By exploring the adoption and utilisation of AIS by these firms, the
study seeks to reveal how this technology contributes to their overall financial performance and
management practices.

2.0 LITERATURE REVIEW

Financial performance involves a comprehensive assessment that enables businesses to gauge
their overall financial health and assess their capability to meet long-term financial obligations
(Ganyam & Ivungu, 2019). Patience (2019) indicated that most business managers need the
financial and accounting data provided by AlS to evaluate their past performance and map their
future plans. The information system shows that in the past it was common practice for employees
to manually enter paper notebooks and ledgers, but today almost all organisations use computers
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to keep records in an AIS (Turner et al, 2022). In the contemporary fast-paced business
environment, AIS has become an important tool for managers striving to maintain a competitive
edge in the face of rapid technological advances, heightened awareness, and the rising
expectations of customers and the various stakeholders in their organisations (Ganyam & Ivungu,
2019).

Wahyuni (2023) suggested that AIS are crucial information systems for SMEs, enabling them to
invest in technology that can confer a competitive advantage to the companies. For example, Lutfi
etal. (2022) found that accounting software has a positive impact on SMEs’ financial performance,
contributing to improvements in cost-saving, flexibility, production lead time, forecasting, costing
accuracy, and resource planning. The adaptation of AIS may be dependent on several
requirements such as an understanding of business processes, cost-benefit analysis, training and
change management, and skilled personnel to ensure its effectiveness (Rapina et al., 2023).
Furthermore, AIS enhances organisational efficiency and adaptability, as evidenced by research
conducted by Al-Okaily et al. (2020) and Anh Hien et al. (2020). Companies and businesses that
integrate their computerised internal control systems with AIS can experience advantages such
as increased confidence in the accuracy of financial data processing, enhanced efficiency and
effectiveness of control measures, and greater reliability of the information. Additionally, this
alignment facilitates the successful attainment of operational objectives and overall performance
improvement (Teru et al, 2017). Therefore, accounting information systems are considered
critical to the long-term sustainability and performance of an organisation.

2.1 Timeliness of AIS and Financial Performance

Companies can derive great advantage from the timely processing of financial statements,
variance analyses, liability reports, and oversight reports. This helps to prevent the late delivery
of accounting information, which hinders the timely submission of information and may affect the
company's growth (Bragg, 2022). To ensure that financial decisions are grounded in up-to-date
information, organisations must promptly send financial accounts to the accounting information
management department, as stated by Giileg (2019). Depending on the size and complexity of the
company's activities, this can be achieved through regular disclosure of the company's financial
performance, either quarterly, half-yearly or annually through the financial report (Fitriati &
Mulyani, 2015). The company's employee roster underscores the utilisation of the AIS as a crucial
component in decision-making. It guarantees precision, timeliness, and comprehensive coverage,
enabling the generation of up-to-date and readily accessible reports that encompass all essential
elements. Users of financial reports benefit from more valuable information disclosed promptly.
The availability of timely financial information enables users to review and improve their financial
performance on time. Timely publication of financial statements prevents company managers
from becoming aware of significant performance or liquidity problems too late and enables them
to address them on time. Therefore, accountants should expedite the closure of accounts and issue
timely and accurate financial statements by the principle of timeliness in this area.

Hi: The timeliness of the AIS has a significant impact on the financial performance of SMEs.
2.2 Transparency of AIS and Financial Performance

In contemporary organisational settings, AIS play a pivotal role by providing critical data to
decision-makers. Bushman and Smith (2022) emphasise that transparency in financial
statements is the cornerstone of investor and regulatory access to firm-specific information.
McCallig et al. (2019) stress that AIS systems must demonstrate transparency by ensuring that
users have a comprehensive understanding of how information is collected, processed, and
reported. Khasanah (2022) defines financial transparency as a prerequisite for effective
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communication between firms and stakeholders (Man & Ciurea, 2016), and it involves user-
friendly technology that integrates with other systems to minimise resistance during
implementation. This concept includes access to information and accurate disclosure in audited
financial reports (Chen, 2021) and adherence to credible standards that are essential for financial
management (Istianingsih et al., 2020). As emphasised by Changwony and Paterson (2019), fiscal
transparency also includes the provision of internationally verifiable information to assess
financial performance, costs, benefits, growth potential, and long-term social impacts. Larch et al.
(2021) and Halabi et al. (2019) emphasise that the integration of user-friendly technologies is
essential to clarifying accounting procedures and overcoming barriers to creating transparent
financial reporting. As added by Chen et al. (2020) the role of accounting in enhancing
accountability, transparency, and legitimacy, and integrated AIS helps to improve transparency
and accountability in financial management by generating accurate, reliable, and relevant
information, which can have a significant impact on the quality of financial reporting and business
decisions.

H»: The transparency of the AIS has a significant impact on the financial performance of SMEs.
2.3 Accuracy of AIS and Financial Performance

Utilising an AIS guarantees the generation of accounting information that is pertinent, precise,
timely, and comprehensive (Fitriati & Mulyani, 2015). However, the precision of an AIS is shaped
by its incorporation of knowledge management, which aids in bolstering strategic planning and
facilitating the implementation of management processes (Ahmad & Al-Shbiel, 2019). A CAIS can
lead to cost reduction, improved operational efficiency, enhanced functionality, better external
reporting, increased accuracy, and faster data processing within companies (Ganyam & Ivungu,
2019). As an example, businesses have employed computerised systems to offer current
transaction data and financial information, replacing traditional paper books, manual ledgers, and
handwritten financial statements to enhance the accuracy of AIS (Khan et al., 2022). Furthermore,
electronic accounting illustrates that the development of AIS enables businesses to produce
accurate financial data and enhance their internal monitoring systems (Thottoli & Ahmed, 2022).
Therefore, a robust correlation exists between accuracy and financial performance, enabling
SME:s to fulfil the criteria for implementing AIS.

Hz: The accuracy of the AIS has a significant impact on the financial performance of SMEs.
2.3 Theoretical Discussion

The Agency Theory was utilised to examine the influence of AIS on financial performance as it
provides a valuable framework for recognising the relationships and dynamics between various
stakeholders within an organisation, particularly principals (owners) and agents (managers).
Agency Theory, which explains that an owner (principal) delegates authority to a manager (agent)
to run a business on behalf of the owner and expects the manager to act in the owner's best
interests, was developed by Jensen and Meckling in 1976 and is widely regarded as their seminal
work. Based on the existing research studies, this theoretical perspective has found real-world
application in determining how AIS affects financial performance. As evidence, the evolution of
Agency Theory has been employed as a means to mitigate conflicts between managers and
principals, to safeguard shareholders' interests (Abdullah & Tursoy, 2023). Agency Theory is
considered an important tool in guaranteeing transparency and accountability, enabling agents
(managers) to fulfil their duty of maximising principals’ wealth (owners) to foster company
financial performance by utilising AlS.

The Stewardship Theory was also used as a theoretical framework in the context of the influence
of AIS on financial performance, which explores how AIS improves and enhances the managerial
role of managers (agents) in organisations. Stewardship theory was introduced by Davis,
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Schoorman, and Donaldson in 1997, to increase shareholder wealth by improving firm
performance and maximising the effectiveness of the stewardship function. Besides that, the role
of the manager as one in which the interests of the firm take precedence over those of the
individual, emphasising the importance of treating subordinates in a manner consistent with that
of their owners and partners. Stewardship Theory states that companies should use effective
control systems (including accounting information systems) to prevent fraud, manage
expenditures, monitor operations, and adapt to technological advances, all of which help maintain
strong financial performance (Jacob & Philip, 2016). As evidence, Village-Owned Enterprises
(BUMDes) encounter a challenge where their human resources department lacks the knowledge
and skills required for effective financial management and reporting (Asmawanti et al., 2022).
Stewardship Theory is the driving force behind SMEs learning about AIS and improving their
ability to monitor financial information.

3.0 RESEARCH METHODOLOGY

This research used quantitative methods to identify the relationship between the financial
performance and the variables (timeliness, transparency, and accuracy) which enabled them to
measure the variables by using a large sample size to collect the perspectives of SME's
professional members in Kangar, Perlis using the questionnaire survey. The questionnaires have
6 sections with a total of 39 items, including demographic profile, SME profile, financial
performance, timeliness, transparency, and accuracy. There are two different measurement scales
were used in each variable such as the nominal and Likert scales. The nominal scale is measured
by assigning categorical labels (gender, age, education qualification, position in the company,
types of industry, number of years of operation, number of employees, and types of accounting
software) to data points. The five-point Likert scale was measured with the range from “strongly
agree” to “strongly disagree” for the variables, including financial performance, timeliness,
transparency, and accuracy. Additionally, additional sources, including news reports, university-
published research, government records, academic journals, and population studies were also
used in this study. 357 respondents were chosen from the total of 4,735 SMEs by using Krejcie
and Morgan’s table which is the simplest sampling methods that is used to estimate the targeted
respondents from a large population. The Statistical Package for Social Sciences (SPSS) Statistics
29.0 was then utilised after the data collection. Figure 1 presents the conceptual framework for
this study:

Independent Variables (IV)

e A

Timeliness
~ ~ Dependent Variables (DV)
e N

Transparency Financial Performance J

\ J
e N

Accuracy
\ Y,

Figure 1. Conceptual Framework
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4.0 RESULTS

4.1 Descriptive Analysis

In these research findings, 89.25% of usable questionnaires were collected and gathered from
375 out of 400 respondents in Kangar, Perlis. The descriptive analysis included demographic
profiles such as gender, age, education qualifications, and position in the company. The SMEs
profiles encompassed details such as types of industry, number of years in operation, size of
enterprises, turnover, and types of accounting software they used. The demographic and SMEs
profiles are shown in Table 1 and 2.

Table 1 Demographic Profile

Demographic Frequency Percentage (%)

Gender

Male 142 39.8
Female 215 60.2

Age

Between 20 - 30 years old 117 32.8
Between 31 - 40 years old 187 52.4
Between 41 - 50 years old 43 12.0
Between 51 - 60 years old 10 2.8

Education Qualification

Diploma 158 443
Bachelor’s degree 175 49.0
Master 24 6.7

Position in Company

Chief Financial Officer (CFO) 7 2

Chief Accounting Officer (CAO) 5 1.4
Controller 31 8.7
Accounting Manager 129 36.1
Senior Accountant 40 11.2
Accounting Clerk 128 35.9
Others 17 4.8

In Table 1, gender serves as a variable used to categorise respondents based on their gender
identity. It distinguishes between two genders such as male and female. The data indicated a
higher number of female respondents compared to male respondents. To be specific, there were
a total of 142 male respondents from SMEs, constituting 39.8% of the sample, while female
respondents from SMEs totaled 215, accounting for 60.2% of the sample.

Additionally, age is employed as a variable to evaluate the knowledge and experience of
respondents in the field of accounting. The table showed that there are four distinct age categories,
including 20-30 years old, 31-40 years old, 41-50 years old, and 51-60 years old, reflecting the
age distribution of respondents employed in SMEs. Among the participants, 117 individuals
(32.8%) belonged to the 20-30 age group, 187 individuals (52.4%) fell within the 31-40 age
group, 43 individuals (12.0%) were in the 41-50 age group, and 10 individuals (2.8%) were
categorised in the 51-60 age group.
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Moreover, education qualification is another item that is used to measure respondents’
educational achievements. The table shows the four different categories of educational level, such
as diploma, bachelor's degree, master's degree, and doctoral degree. Among the respondents, 158
individuals (44.3%) held a diploma, followed by 175 individuals (49.0%) with a bachelor's degree.
In addition, 24 individuals (6.7%) had a master's degree, while no respondents possessed a
doctorate.

Furthermore, the respondent's position in the company is an indicator of their rank in the
organisation. The positions in SMEs include Chief Financial Officer (CFO), Chief Accounting Officer
(CAO), Financial Controller, Accounting Manager,; Senior Accountant, Accounting Clerk, and other
positions. Among these positions, accounting manager was the most prevalent with 129
respondents (36.1%), closely followed by accounting clerk with 128 respondents (35.9%). There
were 40 (11.2%) senior accountants and 31 (8.7%) financial controllers. There were 7
respondents (2.0%) for CFO, 5 respondents (1.4%) for CAO, and 17 respondents (4.8%) for other
positions in SMEs.

Table 2 SME Profile

. Percentage

SME Profile Frequency (%)
Types of Industry
Manufacturing 65 18.2
Trade & Services 186 52.1
Food & Agriculture 45 12.6
Construction 43 12
Mining & Quarrying 2 0.6
Warehousing 4 1.1
Transportation & Communication 3 0.8
Others 9 2.5
Number of Years of Operation
Less than 10 years 202 56.6
Between 10 - 20 years 126 35.3
More than 20 years 29 8.1
What is the Size of Enterprise in Terms of Number of Employees?
Micro (1 to 9) 177 49.6
Small (10 to 99) 158 44.3
Medium (100 to 199) 22 6.2
Turnover
Less than 1 million 220 61.6
Between 1 million - 5 million 123 34.5
More than 5 million 14 3.9
What Type of Accounting Software Do You Currently Use to Manage
Your Financial Transactions?
QuickBooks 125 35
Xero 41 11.5
Wave 49 13.7
ZohoBooks 31 8.7
Sage 55 15.4
Others 56 15.7
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Table 2 showed the SMEs profile, including types of industry, number of years in operation,
number of employees, turnover, and types of accounting sofotware used by SMEs. In this table,
types of industry referred to the categorisation of the various industries in which the respondents
were employed. The table presented the distribution of industries within this study, including
manufacturing, trade and services, construction, mining and quarrying, warehousing,
transportation and communication, and others. Among these industries, trade and services had
the highest representation among SMEs with 183 respondents (51.3%), followed by
manufacturing with 65 respondents (18.2%). Construction accounted for 45 respondents
(12.6%), while mining and quarrying had 43 respondents (12.0%). Transport and
communications accounted for 4 respondents (1.1%), and warehousing had 2 respondents
(0.6%). Other types of SMEs were represented by 15 respondents (4.2%).

Besides that, the table also showed the number of years in operation indicated the duration of
business activity for SMEs. The table showed the categorisation of SMEs based on their years in
operation in this study. Among the respondents, 202 SMEs (56.6%) had been in operation for less
than 10 years, representing the largest category. This was followed by 126 SMEs (35.3%) that had
been operating for a duration of 10-20 years, and 29 SMEs (8.1%) that had been in business for
more than 20 years.

In addition to the duration of business operations, the number of employees played a crucial role
in determining the organisational structure and hiring needs of SMEs. Table illustrated the
categorisation of SMEs based on their employee count in this study. Among the respondents, the
majority of SMEs fell into the micro-sized business category, employing 1 to 9 individuals, with
177 respondents (49.6%). This was followed by small-sized businesses, employing 10 to 99
individuals, with 158 respondents (44.3%). Lastly, there were 22 respondents (6.2%)
representing medium-sized businesses, which employed 100 to 199 individuals.

Turnover is also one of the important measurement used to assess the profitability and revenue
generation of SMEs, reflecting their overall productivity. The table shows the categorisation of
SMEs based on their turnover in this research. Among the respondents, the majority of SMEs,
comprising 220 (61.6%), reported a turnover below 1 million. This was followed by SMEs with
turnover ranging between 1 million and 5 million, accounting for 123 (34.5%) respondents. A
smaller proportion of SMEs, 14 (3.9%), reported a turnover exceeding 5 million.

Lastly, the types of accounting software used by SMEs play a significant role in determining their
effectiveness and accuracy in managing financial performance. The table presented the analysis
of commonly used accounting software among SMEs, including QuickBooks, Xero, Wave,
ZohoBooks, Sage, and others. Among these options, QuickBooks emerged as the most frequently
utilized accounting software by SMEs, with 125 respondents (35.0%). It was followed by Sage
with 55 respondents (15.4%), Wave with 49 respondents (13.7%), Xero with 41 respondents
(11.5%), and ZohoBooks with 31 respondents (8.7%). Additionally, 56 respondents (15.7%)
reported using other accounting software in their SMEs.

4.2 Correlation Analysis

In this research, correlation analysis is used to evaluate the validity of these variables. Including
timeliness, transparency, and accuracy of AlS on financial performance in Kangar, Perlis.

In Table 3, the results of the correlation analysis showed significant relationships among the
variables, such as timeliness, transparency, and accuracy in financial performance. Especially, the
Pearson correlation coefficient values showed strong positive correlations, with timeliness having
the highest correlation (r = 0.848**), followed by transparency (r = 0.823**), and accuracy (r =
0.817**). The P-value for all the variables was lower than the significant level (p < 0.01). Therefore,
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these results revealed that the timeliness, transparency, and accuracy of AIS are strongly
associated with improved financial performance.

Table 3 Correlations

sl Timeliness  Transparency Accuracy
Performance
Financial Pearson Correlation 1 .848™ .823" 817"
Performance Sig. (2-tailed) .000 .000 .000
N 357 357 357 357
Timeliness Pearson Correlation .848™ 1 .830™ .812™
Sig. (2-tailed) .000 .000 .000
N 357 357 357 357
Transparency Pearson Correlation 823" .830™ 1 .863™
Sig. (2-tailed) .000 .000 .000
N 357 357 357 357
Accuracy Pearson Correlation 817 .812* .863™ 1
Sig. (2-tailed) .000 .000 .000
N 357 357 357 357

** Correlation is significant at the 0.01 level (2-tailed).
4.3 Regression Analysis

Regression analysis is a statistical technique used to estimate the relationships between a
dependent variable and one or more independent variables. It is used to predict the long-term
relationship between variables and to measure the strength of the relationship between two
variables. Three different types of regression analyses are commonly used in research, namely
linear regression, multiple linear regression, and non-linear regression. Based on the hypotheses,
multiple linear regression was used to test the hypotheses of the variables regarding the impact
of AIS on SMEs.

In Table 4, the values of R, R-squared, adjusted R-squared, and estimated standard errors were
displayed in the model summary. The R-value was expressed as the correlation coefficient, while
R-squared was expressed as the proportion of variance in the dependent variable that could be
explained by the independent variable. However, as the adjusted R-squared serves as a correction
for the limitations of R-squared, the adjusted R-squared value was considered a measure of the
model's applicability. The table indicated an R-squared value of 0.778, signifying that the
independent variables in the model explained 77.8% of the variance in the dependent variable.
Consequently, the regression model provided a good fit, implying that the independent variable
had a significant effect on AIS's impact on SMEs.

Table 4 Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate

1 .882a 778 776 25142

a. Predictors: (Constant), Accuracy, Timeliness, Transparency

b. Dependent Variable: Financial Performance
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In Table 5, three independent variables, including timeliness, transparency, and accuracy were
used to test this study. The p-value for timeliness, transparency, and accuracy is 0.000, which
means that the p-value is less than 0.05 (p < 0.05). Therefore, these three independent variables
are statistically significant for the financial performance of SMEs.

Table 5 Coefficients

Unstandardised Standardised
Model Coefficients Coefficients t Sig.
B Std. Error B
1 (Constant) 506 112 4.513 .000
Timeliness 438 .046 455 9.528 .000
Transparency .208 .050 231 4.183 .000
Accuracy 235 .050 .248 4.705 .000

a. Dependent Variable: Financial Performance
4.4 Hypotheses Test and Discussion

This research showed the results of the hypotheses have a significant impact on AIS on financial
performance, which is consistent with existing studies (Jarah & Iskandar, 2019; Al-Waeli et al,,
2020). Based on Table 6, the unstandardised beta coefficient value was 0.438, indicating that if
the timeliness of the AIS increased by one unit, the financial performance would increase by 0.438
times. Furthermore, the p-value of timeliness indicated a statistically significant relationship
between the timeliness of AIS and financial performance, with a value of 0.000 (p < 0.05).
Consequently, the alternative hypothesis was accepted, affirming the significant impact of AIS's
timeliness on financial performance

Table 6 Hypotheses
Variables = Hypothesis R Beta T value Sig Decision
Timeliness Hi 0.438 0.455 9.528 0.000 Accepted
Transparency H» 0.208 0.231 4.183 0.000 Accepted
Accuracy Hs 0.235 0.248 4.705 0.000 Accepted

Furthermore, Table 6 showed the unstandardised beta coefficient had a value of 0.208, signifying
that when the transparency of the AIS increased by one unit, the financial performance increased
by 0.208. Additionally, the p-value associated with transparency indicated a strong and significant
relationship between AlS transparency and financial performance, with a value of 0.000 (p < 0.05).
Consequently, the alternative hypothesis was supported, affirming the significant impact of AIS
transparency on financial performance. In addition, the unstandardised beta coefficient value was
0.235, signifying that when the accuracy of the AIS increased by one unit, the financial
performance increased by 0.235. Furthermore, the p-value associated with accuracy indicated a
significant relationship between the accuracy of AlS and financial performance, with a value of
0.000 (p < 0.05). Consequently, the alternative hypothesis was accepted, affirming the significant
impact of AIS accuracy on financial performance. Therefore, the research indicated that AlS is an
important tool for SMEs to manage their financial performance effectively.

5.0 CONCLUSIONS AND RECOMMENDATIONS
Studies have shown that there is a positive correlation between AIS and the financial performance

of SMEs, as indicated by studies, policymakers are urged to develop initiatives aimed at promoting
the adoption of AIS by SMEs. A possible policy could be the development of fiscal incentive
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programs that provide tax breaks or grants to SMEs that invest in upgrading their accounting
systems. By incentivising the implementation of accounting information systems, policymakers
could promote the technological upgrading of SMEs to improve financial reporting and decision-
making. In addition, policymakers could consider partnering with educational institutions to
incorporate AIS training programs into business curricula to ensure that future entrepreneurs are
equipped with the necessary skills. These proactive measures are consistent to create an enabling
policy environment and improve the overall financial health and competitiveness of SMEs.

In summary, this article investigated the impact of three key aspects of AIS, namely timeliness,
transparency, and accuracy, on the financial performance of SMEs. The hypotheses pertaining to
these variables were confirmed, indicating a significant positive relationship between AIS and
financial performance. The research underscored the crucial role played by AIS in enhancing the
financial performance of SMEs and offered valuable insights for accounting professionals,
policymakers, SME owners, and researchers. These findings implied that accounting
professionals could use the results to advise their SME clients on implementing effective AIS
strategies. Policymakers could leverage the findings to formulate a supportive framework to
encourage AIS adoption among SMEs, and academics could build upon this research for further
exploration of various facets of AIS and their implications for SMEs.

Recommendations present valuable opportunities for future researchers to enhance their
subsequent research findings. Addressing the limitations identified in the study serves the
purpose of overcoming constraints and refining the research scope. Recognising these limitations
provides researchers with insights into areas requiring further exploration and methodological
improvements, contributing to the overall transparency and reliability of the research. Notably,
the use of questionnaire surveys may pose challenges in gaining in-depth knowledge about a
company's background, business operations, and financial health. To address this limitation,
future researchers could employ qualitative methods, such as interviews conducted through
virtual meeting applications. This approach facilitates a deeper exploration and understanding of
nuanced questions while also reducing transportation costs associated with on-site visits.

In addition to examining the impact of AIS on the financial performance of SMEs, there are several
other aspects that researchers can explore to enrich the understanding of this relationship. First,
delving into the specific mechanisms by which AIS affects various aspects of financial
performance, such as cost efficiency, revenue generation, and risk management, can provide more
nuanced insights. In addition, examining the role of organisational culture and leadership in
facilitating the successful implementation of AIS can provide valuable insights. Exploring
potential moderating factors, such as industry-specific characteristics or regulatory
environments, can help provide a more complete picture of contextual influences on AIS
effectiveness. In addition, investigating the long-term impact of AIS adoption and considering
emerging technologies or advances in accounting practices may open up new avenues for
research in this area. In conclusion, a comprehensive exploration of aspects other than the direct
impact on financial indicators could provide a fuller understanding of how accounting
information systems affect the overall business operations and strategic outcomes of SMEs.

REFERENCES
Abdullah, H., & Tursoy, T. (2023). The Effect of Corporate Governance on Financial Performance:

Evidence from a Shareholder-Oriented System. [ranian Journal of Management Studies,
16(1), 79-95. https://doi.org/ 10.22059/1JMS.2022.321510.674798

59



Edwin et al. / The Influence of Accounting Information System...

Adenike, A. T., & Adewoye, ]. O. (2018). Investment in Accounting Information System and Sales
Growth: An investigation of Nigeria Small and Medium Enterprise. Journal of Accounting and
Taxation, 10(6), 71-77. https://doi.org/10.5897//JAT2018.0299

Adzim, H. (2022, June 27). Unlocking Growth in SMEs: The Driving Forces of Malaysia’s Economy.
The Malaysian Reserve. Retrieved from
https://themalaysianreserve.com /2022 /06 /27 /unlocking-growth-in-smes-the-driving-
forces-of-malaysias-economy/

Ahmad, M. A, & Al-Shbiel, S. 0. (2019). The Effect of Accounting Information System on
Organisational Performance in Jordanian Industrial SMEs: The Mediating Role of
Knowledge Management. International Journal of Business and Social Science, 10(3), 99-
104. https://10.30845 /ijbss.v10n3p9

Al-Waeli, A. ], Hanoon, R. N,, Ageeb, H. A, & Idan, H. Z. (2020). Impact of Accounting Information
System on Financial Performance with the Moderating Role of Internal Control in Iraqi
Industrial Companies: An Analytical Study. Jour of Adv Research in Dynamical & Control
Systems, 12(8), 246-261. https://doi.org/ 10.5373/JARDCS/V1218/20202471

Al-Okaily, A., Al-Okaily, M., Shiyyab, F., & Masadah, W. (2020). Accounting Information System
Effectiveness from an Organisational Perspective. Management Science Letters, 10(16),
3991-4000. https://doi.org/10.5267/j.msl.2020.7.010

Al-Hattami, H. M., & Kabra, ]. D. (2024). The Influence of Accounting Information System on
Management Control Effectiveness: The Perspective of SMEs in Yemen. Information
Development, 40(1), 75-93. https://doi.org/10.1177/02666669221087184

Hien, N. A., Hung, N. K,, Huong, N. C. T., Ha, D. T. N., & Trung, P. T. (2020). Determinants Influencing
the Quality of Accounting Information Systems: A Case Study of Small and Medium
Enterprises in Ho Chi Minh City. Academy of Entrepreneurship Journal, 26(2).

Asmawanti, D., Fitranita, V., & Febriani, R. E. (2022). The Exploratory Study on Performance of
Village-Owned Enterprises (BUMDes) in Small Regency Bengkulu. Jurnal Akuntansi Dan
Auditing Indonesia, 26(2), 157-168. https://doi.org/10.20885 /jaai.vol26.iss2.art5

Asmuni, 1. (2020). Reliability Implementation of Accounting Information Systems in Improving
Small and Medium Enterprises Financial Performance. TEST Engineering and Management,
83(May-June 2020), 798-811.

Bragg, A. (2022). AIS Plants from Lake Erie Drainage Field Surveys. Cleveland Metroparks.

Bushman, R. M. & Smith, A. J. (2003). Transparency, Financial Accounting Information, and
Corporate Governance. Economic Policy Review, 9(1), 65-87

Chege, S. M., & Wang, D. (2020). The Role of Information Technology Innovation in Combating
Corruption in SMEs in Developing Countries: A Critical Literature Review. IEEE Engineering
Management Review, 48(4), 120-132. https://doi.org/10.1109/EMR.2020.3002231

Chen, J. (2021, July 17). Transparency: Definition, How It Works in Finance, and Example.
Investopedia. https://www.investopedia.com/terms/t/transparency.asp

Chen, Y., Che, L., Zheng, D., & You, H. (2020). Corruption Culture and Accounting Quality. Journal
of Accounting and Public Policy, 39(2), 106698.
https://doi.org/10.1016/j.jaccpubpol.2019.106698

Changwony, F. K., & Paterson, A. S. (2019). Accounting Practice, Fiscal Decentralisation and
Corruption. The British Accounting Review, 51(5), 100834.

Davis, J. H.,, Schoorman, F. D., & Donaldson, L. (1997). Toward a Stewardship Theory of
Management. The  Academy  of  Management  Review, 22(1), 20-47.
https://doi.org/10.2307 /259223

Fitriati, A., & Mulyani, S. (2015). The Influence of Leadership Style on Accounting Information
System Success and Its Impact on Accounting Information Quality. Research Journal of
Finance and Accounting, 6(11), 167-173.

Ganyam, A. [, & Ivungu, J. A. (2019). Effect of Accounting Information System on Financial
Performance of Firms: a review of literature. IOSR Journal of Business and Management,
21(5), 39-49. https://doi.org/10.9790/487X-2105073949

60


https://doi.org/10.5897/JAT2018.0299
https://themalaysianreserve.com/2022/06/27/unlocking-growth-in-smes-the-driving-forces-of-malaysias-economy/
https://themalaysianreserve.com/2022/06/27/unlocking-growth-in-smes-the-driving-forces-of-malaysias-economy/
https://10.0.120.125/ijbss.v10n3p9
https://doi.org/10.5267/j.msl.2020.7.010
https://doi.org/10.20885/jaai.vol26.iss2.art5
https://doi.org/10.1109/EMR.2020.3002231
https://www.investopedia.com/terms/t/transparency.asp
https://doi.org/10.1016/j.jaccpubpol.2019.106698
https://doi.org/10.2307/259223
https://doi.org/10.9790/487X-2105073949

International Journal of Business and Technopreneurship
Volume 14, No 1, February 2024 [49-62]

Giileg, O. F. (2017). Timeliness of Corporate Reporting in Developing Economies: Evidence from
Turkey. Journal of Accounting and Management Information Systems, 16(3), 219-239.
https://10.24818/jamis.2017.03001

Habiba, Y., Azhar, M. N., Annuar, B. M. N,, & Mastora, Y. (2019). Computerised Accounting
Information System Adoption Among Small and Medium Enterprises in Addis Ababa,
Ethiopia. International Journal of Accounting, Finance and Business, 4(19), 44-60.

Halabi, H., Alshehabi, A., & Zakaria, 1. (2019). Informal Institutions and Managers’ Earnings
Management Choices: Evidence from IFRS-adopting Countries. Journal of Contemporary
Accounting & Economics, 15(3), 100162. https://doi.org/10.1016/j.jcae.2019.100162

[stianingsih, Trireksani, T. & Manurung, D. T. H. (2020). The Impact of Corporate Social
Responsibility Disclosure on the Future Earnings Response Coefficient (ASEAN Banking
Analysis). Sustainability, 12(22),9671. https://doi.org/10.3390/su12229671

Jacob, E., 0., & Philip, A. 0. (2016). Effect of Internal Control on Financial Performance of Firms in
Nigeria. A Study of Selected Manufacturing Firms. IOSR Journal of Business and Management,
18(10), 80-85. https://doi.org/ 10.9790/487X-1810048085

Jarah, B. A. F,, & Iskandar, T. B. M. (2019). The Mediating Effect of Acceptance of Using AIS on the
Relationship between the Accounting Information Systems and Financial Performance in
Jordanian Companies. International Journal of Research and Innovation in Social Science, 3,
256-263.

Jensen, M. C., & Meckling, W. H. (1976). Theory of the Firm: Managerial Behaviour, Agency Costs
and Ownership Structure. Journal of Financial Economics, 3(4), 305-360.
https://doi.org/10.1016/0304-405X(76)90026-X

Khasanah, U. (2022). Does Accounting Information System on Financial Report Transparency: A
Literature Review. Journal of Accounting and Finance Management, 3(1), 21-27.
https://doi.org/10.38035/jafm.v3i1.68

Khan, Y., Afridi, F. A, Mumtaz, M., Shad, F., & Igbal, A. (2022). The Sophisticated Role of Accounting
Information System (AIS) on the Performance of Small and Medium-Sized Enterprises
(SMEs): Evidence from an Emerging Economy. Competitive Social Science Research Journal,
3(2), 199-214.

Larch, M., Kumps, D., & Cugnasca, A. (2021). Fiscal Stabilisation in Real Time: An Exercise in Risk
Management. Economic Modelling, 99, 105494,
https://doi.org/10.1016/j.econmod.2021.03.013

Lidovolo, P. M., & Atieno, M. (2023). Influence of Accounting Information System on Financial
Performance of Tea Manufacturing Companies in Kenya-case of Mudete Tea Factory.
European Journal of Economic and Financial Research, 7(2), 127-140.

Lutfi, A.,, Al-Khasawneh, A. L., Almaiah, M. A, Alsyouf, A, & Alrawad, M. (2022). Business
Sustainability of Small and Medium Enterprises during the COVID-19 Pandemic: The Role of
AIS Implementation. Sustainability, 14(9). https://doi.org/10.3390/su14095362

Man, M., & Ciurea, M. (2016). Transparency of Accounting Information in Achieving Good
Corporate Governance. True View and Fair Value. Social Sciences and Education Research
Review, 3(1), 41-62.

Mahama, F., & Dahlan, H. M. (2021). Accounting Information System Adoption Model for Small
and Medium-Sized Enterprises in Northern Ghana. In 2021 7th International Conference on
Research and Innovation in Information Systems (ICRIIS), (pp. 1-5). IEEE.
https://doi.org/10.1109/ICRIIS53035.2021.9617111

McCallig, J., Robb, A, & Rohde, F. (2019). Establishing the Representational Faithfulness of
Financial Accounting Information using Multiparty Security, Network Analysis and a
Blockchain. International Journal of Accounting Information Systems, 33, 47-58.
https://doi.org/10.1016/j.accinf.2019.03.004

61


https://10.0.96.242/jamis.2017.03001
https://doi.org/10.1016/j.jcae.2019.100162
https://doi.org/10.3390/su12229671
https://doi.org/10.1016/0304-405X(76)90026-X
https://doi.org/10.38035/jafm.v3i1.68
https://doi.org/10.1016/j.econmod.2021.03.013
https://doi.org/10.1109/ICRIIS53035.2021.9617111
https://doi.org/10.1016/j.accinf.2019.03.004

Edwin et al. / The Influence of Accounting Information System...

Podhorska, 1., & Siekelova, A. (2020). Enterprises Financial Performance in a Globalised World.
SHS Web of Conferences on Globalisation and its Socio-Economic Consequences 2019, 74, (pp.
05018). https://doi.org/10.1051 /shsconf/20207405018

Rapina, R, Carolina, Y., Joni, & Anggraeni, S. (2023). Analysis of Factors Related to the Application
of Accounting Information Systems in Small Medium & Micro Businesses. Journal of
Education, Management and Development Studies, 3(1), 19-29.
https://doi.org/10.52631/jemds.v3i1.132

Sabri, S. N., Ahamad-Rapani, N. H., & Almaliki, O. ]. (2022). The Accounting Information System
(AIS) Effectiveness and SMEs Performance: A Conceptual Paper. Management Research
Journal, 11(2), 64-73. https://doi.org/10.37134 /mrj.vol11.2.6.2022

Sana, A.K, Poddar, S., & Paul, B. (2020). Contribution of Small and Medium Enterprises (SMES)
towards Malaysian Economic growth: A Empirical Study. International Journal on Recent
Trends in Business and Tourism, 4(2).

Thottoli, M. M., & Ahmed, E. R. (2022). Information Technology and E-accounting: Some
Determinants among SMEs. Journal of Money and Business, 2(1), 1-15.
https://doi.org/10.1108/]MB-05-2021-0018

Teru, S. P, Idoku, I, & Ndeyati, J. T. (2017). A Review of the Impact of Accounting Information
System for Effective Internal Control on Firm Performance. Indian Journal of Finance and
Banking, 1(2), 52-59. https://doi.org/10.46281 /ijfb.v1i2.89

Turner, L., Weickgenannt, A. B, & Copeland, M. K. (2022). Accounting Information Systems:
Controls and Processes. John Wiley & Sons.

Patience, T. (2019). Accounting Information System and Financial Performance of Financial
Istitutions in Uganda. A Case Study of Pride Micro Finance Kabalagala Branch in Kampala.
(Bachelor’s Degree Dissertation). Kampala International University.
https://ir.kiu.ac.ug/bitstream/20.500.12306/6098/1 /Tutegyereize%20Patience.pdf

Wahyuni, T. (2023). Accounting Information Systems for SMEs: A Systematic Literature Review.
In D.V. Ferezagia et al. (Eds.), Proceedings of the International Conference on Vocational
Education Applied Science and Technology (ICVEAST) (pp. 719-730). Advances in Social
Science, Education and Humanities Research. https://doi.org/10.2991/978-2-38476-132-
6_61

Zhou, L. (2023, July 23). The Ultimate List of Successful Business Statistics in 2023. Luisa Zhou.

https://www.luisazhou.com /blog/successful-business-statistics/

62


https://doi.org/10.1051/shsconf/20207405018
https://doi.org/10.37134/mrj.vol11.2.6.2022
https://doi.org/10.1108/JMB-05-2021-0018
https://doi.org/10.46281/ijfb.v1i2.89
https://ir.kiu.ac.ug/bitstream/20.500.12306/6098/1/Tutegyereize%20Patience.pdf

