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Abstract: Since in Somalia it’s clear that many SME’S play a vital role in both in the economy and as a means of
reducing poverty. Since accounting information system play a vital role for the facilitation of organization’s
operations, in my best knowledge it’s still questionable whether this system have better adaptation to a changing
environment, better management of arm's length transactions and a high degree of competitiveness in Small
businesses in Mogadishu. Therefore, this study investigates the impact of practices of Accounting Information
System on Small Businesses financial performance in Mogadishu-Somalia. The general objective of the study was
to establish the effect of accounting information System on Financial performance of SMEs in Mogadishu-Somalia.
And this study was focused on four main specific objectives such as the effect of Financial accounting information
system, Cost Accounting information system, Management Accounting information system and Financial
Management information system on the financial performance of the SMEs in Mogadishu-Somalia. The study
discussed three theories and they are Agency theory, Contingency theory and Behavioral theory. The study
adopted a quantitative research with the specific research design being a descriptive design. The population of the
study was the classified SMEs locate in Mogadishu Market, and they are 5 main SMEs in Mogadishu Market, the
employees worked that 5 main SMES are 133 employees. The sampling frame is 133 employees in 5 main SMEs
arising from the sample size of 100 employees was extensively surveyed to ascertain the influence of Accounting
Information system on Financial performance of SMEs. The sampling technique used was purposive sampling.
Primary data was collected by use of questionnaires which are administered through drop and pick method. Data
screening was done to identify any missing data and it further test for reliability and normality. Data was analyzed
using SPSS version 22. Descriptive statistics e.g standard deviations and inferential statistics such as Pearson’s
correlation, ANOVA and multiple regression analysis were used for further analysis. The findings of this study
was there was positive and significant effects of Financial Accounting information system on Financial
performance (f=.177;t=2.029; p < 0.05) as well as the results indicates There was positive and significant effects
of Cost Accounting information system on Financial performance (f =1.269; t = 4.187; p < 0.05) and the third
objectives was found there was positive and significant effects of Management Accounting information system on
Financial performance (p = 1.829; t = 5.637; p < 0.05) and finally the researcher found there was positive and
significant effects of Financial Management information system on Financial performance (p=.500;t=6.378; p <
0.05). In conclusion the results shows that Financial accounting information system , Cost accounting information
system , Management accounting information system and Financial management information system is significant
in predicting the financial performance of SME’s operates in Mogadishu- Somalia. In light of the results study,
the researcher recommends that the management of Small and Medium Enterprises effective use of Accounting
Information Systems in administrative decisions-making. As well as the researcher recommends the development
of software and hardware used in the information systems and the training of personnel in the coordination of
accounting information systems.

Keywords: Financial Accounting, Cost Accounting, Management Accounting, Financial Management Information
System and Financial Performance.
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1. INTRODUCTION

Accounting Information Systems (AIS) are a tool which when incorporated into the field of Information and Technology
systems (IT), were designed to help in the management and control of topics related to firms” economic-financial area
(Grande,Estébanez and Colomina, 2011). But the stunning advance in technology has opened up the possibility of
generating and using accounting information from a strategic viewpoint. Accounting plays a critical role in the success or
failure of contemporary business institutions. Accounting systems are responsible for recording, analyzing, monitoring
and evaluating the financial condition of companies, preparation of documents necessary for tax purposes, providing
information support to many other organizational functions,(Amidu et al.,2011).

AIS are also to record financial transactions of an by means of combining methodologies, controls and accounting
techniques with relevant technologies (Berisha-Namani, 2009). This type of system is used to track transactions and
provides internal reporting data, external reporting data, financial statements, and respective trend analysis for specific
time-intervals™ (information for relevant decision-making). Small businesses require effective information systems to
support and to deliver information to the different internal users to make the correct business decisions, but more often
than not a limited number of these entities actually make use of such a system (Bruwer and Watkins, 2010).

Specific Objectives:

i. To investigate the effects of financial accounting information system on financial performance of small and medium
enterprises.

ii. To determine the effects of cost accounting information system on financial performance of small and medium
enterprises.

iii. To assess the effects of Management accounting information system on financial performance of small and medium
enterprises.

iv. To determine the effects of financial management information system on financial performance of small and
medium enterprises.

This study adopted a Cross sectional survey design and quantitative methods will apply in data collection and analysis..
Descriptive research studies are those studies which are concerned with describing the characteristics of a particular
individual, or of a group, studies concerned with specific predictions, with narration of facts and characteristics
concerning individual, group or situation. Descriptive studies are concerned with what, where and how of a phenomenon
hence more placed to build a profile on that phenomenon (Kothari, 2004).

2. DATA PROCESSING AND ANALYSIS

The questionnaires was checked for completeness and consistency of information at the end of every field data collection
day and before storage. The data from the completed questionnaires was cleaned, coded and entered into the computer
using the statistical package for social sciences (SPSS version 22) for Windows analysis. Data analysis and the findings
reported in chapter four. To establish the relationship between the independent variables and the dependent variable of the
study inferential analysis will be conducted. It involves a coefficient of determination and a multiple regression analysis.

Financial Accounting Information System:

The respondents' level of agreement on how financial Accounting Information System effect on financial performance of
SME’s. Most of the respondents agreed that Financial Accounting information system provide relevant information in
real time and should frequently report on the most important events and provide rapid feedback on a previous transactions
as shown by a mean of 2.46. Also most of the respondents agreed to the financial accounting information System Quality
responds quickly to user requirements and that is easy to use and would facilitate the use of advanced accounting practice,
reporting a mean of 3.02. Financial accounting information system quality of data storage contributes to the integrity of
the financial reporting practice as reported a mean of 3.41.

Cost Accounting Information System:

The study required to establish the effects of Cost Accounting Information System on financial performance of small and
medium enterprises. From the findings indicated in table 4.7 most of the respondents agreed that the firm adopt the ABC
information system to improve the cost information system with a mean of 3.36 being obtained. The results also indicates
that the firms is using automated machines in collecting and interpreting cost data As obtained a mean of 2.84. The
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quality of your cost management system is excellent a mean of 2.97. also respondents agree that The cost information
system offers data about several activities in your firm with the mean of 2.98. Therefore Cost accounting information
system t aimed to access and disseminate information for improving the use of management and cost accounting to
increase global effectiveness of companies in the Barbados. (Forde et al. ,2007).

Management Accounting Information System:

The study sought to establish the effects of management Accounting Information System on financial performance of
small and medium enterprises. From the findings indicated in table 4.8 Respondents agreed that Management Accounting
information System help the organization to reach its key strategic objective as represented by a mean of 3.36, most of the
respondents also agreed that Management Accounting information system help managers to make decisions as showed
by a mean of 2.84 as well as the majority of the respondents agreed that Management Accounting information System
have an adequate and sufficient documentation for employees to follow with the mean 2.97. Similarly the respondents
agreed that Management Accounting information System are easy to modify and upgrade as indicates the mean of and a
mean of 2.98. and finally the mean 3.27 were obtained on the question whether Management Accounting information
System are able to automatically validate data.

Financial Management Information System:

A number of questions were asked to determine how Financial Management Information System and its effect on
financial performance of small and medium enterprises. From the findings of table 4.9 Respondents agreed that Financial
management information system provides significant assistance in managing a business effectively obtaining a mean of
3.20. another question asked was Financial Management information system assist in maintaining an up-to-date picture
of the government's liquidity obtaining a mean of 3.04. Another important question was Financial Management
Information System should include functionality for preparation of annual budgets and a mean of 3.13 were obtained. As
well as the respondents agreed that Financial management information system is vital for debt management with the mean
of 2.80. And finally respondents agreed that Financial Management information System provides information required in
the formulation of fiscal policy, such as forecasts with the mean of 2.76.

From the model summary in table 1, it is clear that the adjusted R? was 0.780 indicating that a combination of Financial
Accounting information system, Cost Accounting information system, Management Accounting information system,
Financial Management information system explained 78% of the variation of Financial performance of SME’s in
Mogadishu- Somalia.

Table 1: Model Summary

Model R R Square Adjusted R Square Std. Error of the Estimate
1 .888° 789 780 44293
a. Predictors: (Constant), FMIS, CAIS, FAIS, MAIS

3. CONCLUSIONS

In spite of the limitations, this research and its findings form a useful contribution to the body of knowledge about the
effect of accounting information system on financial performance of SME’s in Mogadishu- Somalia. This research
findings are in accordance with many research studies already conducted. Thus, Management Accounting information
system is regarded as to be a major factor has effect on financial performance of SME’s in Mogadishu - Somalia.

As well this research discovered that Financial Accounting information system has an effect on the financial performance
of SME’s. The study found that application of financial accounting information system for SME’s has positively effect on
their financial performance.

On the other hand the results also shows that the practice of Cost accounting information system has influence on
financial performance of SME’s in Mogadishu — Somalia. And finally study revealed that there is positive relationship
between financial management information system and financial performance of SME’s. That means the more Utilized
financial management information system is the more increase the financial performance of SME’s.

In conclusion the results shows that Financial accounting information system , Cost accounting information system ,
Management accounting information system and Financial management information system is significant in predicting
the financial performance of SME’s operates in Mogadishu- Somalia.
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