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ABSTRACT

The role of accounting information system (AIS) JEL Code:
incorporating to firms' daily operations and management M160

remains indisputable. This paper aims to study the effect

of AIS on micro, small, medium-sized enterprises' DOI:

(MSMEs) financial performance. A total of 522 datasets 10.31106/jema.v18i2.12530
were gathered from structured questionnaires that were

distributed to MSME owners in Bengkulu Province. Article History:
Partial least squares regression (PLS) was used to build a Received 2021-07-08
model for predicting and evaluating the structural model Reviewed 2021-07-30
of the study. Similar to the previous study, the result of Revised 2021-08-02
the study revealed that although the majority of Accepted 2021-08-19
respondents were not implemented AIS properly, they

have perceived that AIS has a positive effect on micro, Licensed:

small, and medium enterprises' performances. Moreover, CC-BY

it has also been found that the positive perception of
accounting information usages is influenced by
accounting resources and the application of basic
accounting.
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Introduction

Globalization increases competition, push the management team to improve business
efficiency by making better judgments on business decisions, including Micro, Small, and
Medium Enterprises (MSMEs). MSMEs have an important role in a country's economy
(Subagyo et al., 2020; Sohilauw et al., 2020). Based on data from the Indonesian State
Minister for Cooperatives Small and Medium Enterprises (2020), there are more than 55.2
million units of MSMEs that can employ around 101.7 million people. Even so, it does not
always run smoothly; there are many obstacles, both internal and external, which must be
faced by MSME actors. Based on the Ministry of Finance data, the internal factor becomes
the main problem in MSMEs. Approximately 60-70% of MSMEs have not had access to get
finance from bank financing due to low accountability. The management has not been able to
separate money for household expenses and business operations.

Wulanditya & Aprillianita (2018) mention that many cash receipts and disbursements
transactions are not recorded. Previously, Fatoki (2012) found that most micro-enterprises
were not involved in financial planning and control, financial analysis, and investment
appraisal; and most micro companies do not apply AlS. It impacts on cost and product prices
which will certainly affect their performance. The identical finding is shown by Marriott &
Marriott (2000) in their study which found that information systems, especially AIS, were
underutilized by small companies. Likewise, the research results by Ernawati et al. (2016)
show that the application of information systems in MSMEs is very low. Juita (2016) found
that many MSMEs actors have not or do not record and manage their financial information
periodically or separately from their personal/family finances. However, most business actors
understand that AIS plays an important role in evaluating the performance of MSMEs.
Competition increases pressure, particularly on the management team, to improve business
efficiency by making better decisions. High-quality information for decision-making requires
relevant and reliable information at the right time at a reasonable cost. Ismail et al. (2012)
mentioned that real-time data and reports provide considerable assistance to make the right
decisions. Moreover, the study by Kharuddin et al. (2010) revealed that SMEs that adopt AIS
show a significant increase in performance compared to those that do not. According to
Maseko & Manyani (2011), accounting systems provide a source of information for owners
and managers of small businesses operating in any industry to use in measuring financial

performance. Small business accounting practices must provide the complete and relevant
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financial information needed to improve economic decisions made by entrepreneurs. Several
researchers in Indonesia provide empirical evidence that accounting information contributes
to the success of MSMEs (Prastika & Purnomo, 2014; Christian & Rita, 2016; Nurissalmah
et al., 2021). This study aims to re-investigate the effect of accounting information systems

on company performance in micro, small and medium enterprises.
Literature Review
Accounting Information System

Accounting is defined as an information system because it processes data and
information as input and produces output in the form of communication from accounting
which can be used by (stakeholders), both internal and external, to determine financial
activities and performance (Warren et al., 2017). Furthermore, Romney & Steinbart (2012)
define AIS as collecting, recording, storing, and processing data to produce information for
decision-makers. These systems include people, procedures and instructions, data, software,
information technology infrastructure, internal controls, and security measures. Then they are
classified that there are six components of AIS which is people who use the system;
procedures and instructions used to collect, process, and store data; data regarding the
organization and its business activities; software used to process data; information technology
infrastructure, including computers, peripheral devices, and communication network devices

used in the AIS; Internal controls and security measures that store AIS data.
Performances

Performance is the result of work that can be achieved by a person or group of people in
the organization, according to the authority and responsibility of each to achieve
organizational goals. Performance is a series of management activities that provide an
overview of the extent to which the results have been achieved in carrying out their duties
and responsibilities in public accountability, both in the form of successes and failures that
have occurred (Rahmanto et al., 2018). According to Permana (2017), performance is the
periodic determination of the organization's operational effectiveness, its part of the
organization, and its employees based on predetermined goals, standards, and criteria. So,
performance is an accomplishment achieved by an organization or entity in a certain
accounting period measured by comparison with various standards. Performance reflects the
organization's ability to manage and allocate its resources (Lisa, 2019). Many factors affect

the performance of small companies, including the influence of internal and external factors
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(Wang & Wong, 2004). Success depends on the ability to manage these two factors through
analysis of environmental factors and the formation and implementation of business
strategies. The internal challenges for MSMEs, especially in their development, include broad
aspects in improving the quality of human resources, management capabilities, organization
and technology, entrepreneurial competence, wider access to capital, transparent market
information, other production input factors, and a healthy business climate that supports
innovation, entrepreneurship, and business practices as well as fair competition. The
performance of MSMEs can be seen from the creation of job opportunities that reflect the
success or failure of a business. Thus, the greater the employment level, the greater the role
of MSMEs in tackling the unemployment problem. Similarly with productivity, by increasing
the workforce used, productivity is also increased. The contribution to Gross Domestic
Product (GDP) can occur if MSMEs can contribute to the national economy both in domestic
and foreign sales (exports). MSMEs are categorized as successful if the income consistently
increases, increased sales influence it. An increase in sales also directly affects the
performance of MSMEs.

Accounting Information System and MSMEs Performance

The success of a business is highly dependent on the existence of good AIS. Without
such a system, it would be very difficult for a company to assess business performance,
identify balance sheet reports from customers and suppliers, and predict an organization's
future performance. This is in line with the opinion of Weygandt et al. (2009) which states
that the success of any business will ultimately depend on the numbers generated by
accounting information systems. They explained that stakeholders would rely on these
numbers to make decisions and that managers would use them to evaluate organizational
performance. This is valid for everyone, regardless of whether they specialize in marketing,
production, management, or information technology. Accounting and financial reports are
tools for communicating figures in a corporation, as they go on to say. They emphasize that if
a person somehow doesn't know how to read financial statements, they will be unaware of his
company's business.

Maseko & Manyani (2011) and Christian & Rita (2016) mention that accounting
information can contribute to the success of SME business. Prastika & Purnomo (2014);
Indralesmana & Suaryana (2014); Budiarto et al. (2015); Nurissalmah et al. (2021) prove that
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the accounting information system has a positive effect on the performance of MSMEs. So
that the formulation of the hypothesis in this study is as follows.

Hi:  The usage of AIS has a positive effect on MSMEs Performances.
Methods

Table 1. Item Measurements

Variables Code Items

AIS Resources 011 The familiarity of MSMESs with the accounting process.

(01)* 012 Do you use an accountant (accounting graduate) for
financial records?
AIS Applied 021 There is a separation of the financial records of the entity
(02)* (business) with the owner (business entity).
022 Do SMEs prepare financial reports?
AIS Usages X11 When purchasing raw materials or merchandise, | always
X) see the stock report of the item in the system.

X12 When a transaction occurs on the sale of
merchandise/services, | always record it in the sales record
or book in the system.

X13 When collecting accounts receivable, | always record it in
the accounts receivable and cash receipts book in the
system.

X14 When paying employees, | always see employee
performance records or reports in the system.

X15 When paying debts, | always look at the company's debt
records in the system.

X16 In determining the selling price of merchandise/services, |
always look at the system record of the production
price/purchase price of goods plus profits and other costs.

Performances Y11 Business activities are run according to the work plan as the
(Y) record of the system.

Y12 Work errors often occur, causing repetition after
implementing AlS.

Y13 There is sales growth.

Y14 There is a decrease in fixed costs after the usage of AlS.

Y15 I can anticipate the fluctuating demand precisely due to the
usage of AlS.

Y16 Timeliness guarantee to customers.

Y17 Product conformity with the specifications offered.

Note: *) The list of questions besides of causational item studied
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This study utilized a quantitative approach. Research data in the form of primary data
obtained through surveys by using the five-point Likert scale questionnaires to MSMEs and
business owners in Bengkulu city of Indonesia from six regions (regency) namely Rejang
Lebong, Kepahiang, Bengkulu Tengah, Bengkulu City, North Bengkulu, and Kaur. Referring
to Hair et al. (2010) regarding the sample size in multivariate research, the number of
representative samples taken for SEM is at least ten times the number of items. Thus, the
sample that must be taken is up to 130 samples. A total of 522 MSMEs and business actors
are participated and classified as respondents of the study. This number of samples
considered has been met the requirement for further analysis. Moreover, the variables
observed in this study were classified into independent and dependent variables. The
independent variable is the usage of the accounting information system while the dependent
variable is the performance of MSMEs. The data analysis was carried out using descriptive
analysis and inferential analysis. Based on the primary data obtained, the frequency
distribution of each solution is grouped according to the indicators and answer items. As for
inferential analysis, they are starting with testing the validity and reliability, then testing the
normality of the data, then doing Partial Least Squares analysis assisted by data processing
software with hypothesis testing at the level of significance (p-value) = 5%. In this study, the
measurement of the usage of accounting information systems was developed from Fatoki
(2012) while the MSME's performance measurement was modified from Christian & Rita

(2016) and Aribawa (2016). Table 1 presents the questionnaire items.

Table 2. Loading Factors

Indices Loading Statistics

X11 0.789
X12 0.847
X13 0.867
X14 0.763
X15 0.839
X16 0.779
Y13 0.778
Y15 0.780
Y16 0.690
Y17 0.683
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Table 2 shows that the loading factor of the measuring indicator has a value of > 0.5
(except for Y11, Y12, and Y14), which means that the construct has met the convergent
validity test because the loading factor is > 0.5. Table 2 also shows that the performance
construct can be explained by the usage of the accounting information system (AIS) construct

by 11.40%. It is in the weak category because the R-square value of 0.114 is lower than 0.33.
Result and Discussion

Table 3. MSMEs and Business Actors Profiles

Questions Answers Amount  Total
The familiarity of MSMEs with the accounting Familiar 225 -
process. Not Familiar 297
Do you use an accountant (accounting graduate) Yes 71 522
for financial records? No 451
There is a separation of the financial records of the Separated 88 £0
entity (business) with the owner (business entity).  Not Separated 434

_ _ Yes 136
Do SMEs prepare financial reports? No 386 522

Table 4. Hypotheses Testing

Relationship t-Statistics  p-Value Decision

AIS Usages (X) -> Performances (YY) 8.059 0.000 H1 Accepted

Table 3 shows that there are only a small number of MSMEs that are implement the
accounting system, starting with the number of respondents who stated that 43% of
respondents knew to account and/or recording, and those who made financial reports were
25%, and those who applied the principles of business entities (principles that separate
between the owner and the entity (business entity) concerning the transaction) by 17%. Only
14% of MSMEs use accountants in making financial reports, and the results of unstructured
interviews with several respondents are related to loan needs and/or related taxes. Thus,
Table 4 indicates that the relationship between the usage of accounting information systems
and MSMEs performance is positive with p values 0.000. It indicates that although the
majority of respondents were not implemented AIS properly, they have perceived that AIS

has a positive effect on micro, small, and medium enterprises' performances. Moreover, it has
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also been found that the positive perception of accounting information usages is influenced
by accounting resources and the application of basic accounting.

MSME actors evaluate their business performance and decisions making generally only
based on the amount of money spent and money coming in, and tend not to collect, record,
and store financial transaction documents that are useful for their business decisions. Some
MSMEs do not have records related to transactions if there are general records concerning
accounts receivable, payable, cash in, and cash out. The same thing was conveyed in the
study of Maseko & Manyani (2011) and Kharuddin et al. (2010).

MSMEs generally do not utilize the accounting information used to assess the financial
performance of MSMEs, and because they generally do not make financial reports so that the
preparation of MSME financial reports follows the rules of the Financial Accounting
Standards for Micro, Small, and Medium Enterprises tends not to exist. A small proportion of
MSMEs employ qualified accounting staff; this may be because the respondents in this study
are generally in the micro and even ultra-micro category, and no MSMEs are auditing their
financial statements at a registered/accredited auditor office.

The preference of MSME actors is that managing with an accounting information system
tends to be unnecessary or that adding jobs is not value-added because the scale of the
business is categorized as micro. However, the results of this study empirically affect the
accounting information system on company performance in micro, small and medium
enterprises. These results are in line with research conducted by Prastika & Purnomo (2014)
and Nurissalmah et al. (2021). Furthermore, referring to the six components presented by
Romney & Steinbart (2012), the accounting information system model in this study reveals
three components; people (AIS resources), procedures (AIS applied), and data (AIS usages).

These three components simultaneously affect the performance of MSMEs.
Conclusion and Suggestion

The result of the study revealed that although the majority of respondents were not
implemented AIS properly, they have perceived that AIS has a positive effect on micro, small
and medium enterprises' financial performances. Moreover, it has also been found that the
positive perception of accounting information usages is influenced by accounting resources
and the application of basic accounting. This study has limitations on the inability to access
more in-depth information regarding financial management applied by MSME actors. Get

respondents who want to fill out a questionnaire, let alone provide information. So that in this
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study, questionnaires were distributed through people who were close to the research team,
which implies that the distribution of the questionnaires was not evenly distributed in all
areas of the City/Regency Districts in Bengkulu Province. In this regard, it is advisable to
conduct research with a qualitative approach and collaborate with related agencies/offices.
The theoretical implication of this research is to provide empirical evidence about the
relationship between accounting information systems and performance, which is a subfield of
accounting information systems studies. In practical terms, it is hoped that the results of this
study are related to policies related to strengthening MSMEs, especially in Bengkulu City.
The government, through its institutions, seeks to foster MSMEs, specifically the government
accounting system through the Bank of Indonesia has made an application that is applied to
MSMEs, but mostly this information is not yet known by MSME actors. So, it is better if
there is assistance in collaboration with universities specifically for the Accounting Study

Program carried out in connection with an internship in the independent campus curriculum.
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