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Abstract

In recent decades, Business strategy and policy are becoming more complex and competitive because of the technological revolution in business. This study is to examine the positive correlation between accounting information systems and an organization’s performance by using a review of the empirical literature approach. Using an exploratory research design, this study proves that there is a positive correlation between Accounting Information Systems on the financial performance of an organization. The study recommends organizations should adopt the use of AIS because it plays an important role in adding value to firm performance through help to make better managerial decisions, being more effective in internal control, enhancing the quality of financial reporting and transaction processing, increasing operational efficiency by reducing operational budget and costs, and increasing a firm’s turnover by reaching target customers, etc. The study also recommends that to be successful in the proper implementation of accounting information systems, the users of AIS must have a proper documentation process, an organized and tight internal control framework, and an advanced IT infrastructure.
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[bookmark: _Toc119917306][bookmark: _Toc120373897]1.0 Introduction
The business world is ready for the fourth industrial revolution. Business strategy is becoming more complex and competitive. Now a day organizations are more interested and focused on AI-based high-end automated technology rather than human. In the recent decade, Human resources are becoming obsolete and replaced by technology in most businesses. Because the organization has to be faster, more efficient, and more effective in its business environment otherwise it can’t survive. This quota is now more realistic and practical for business "Survival of the fittest" (Darwin, 1859) because it needs for the struggle for existence. Integrated Information systems are becoming a game changer in this do-or-die business competition. Accounting Information systems (AIS) is one of them. Decision-makers need solid, market-oriented, relevant, and complete information about their business. Well-organized and controlled AIS plays an important role in this situation and that helps an organization to get a competitive advantage rather than their rivalry. Assuring the accuracy of the company's financial transactions and record-keeping is the number one priority of Accounting Information Systems (AIS). Additionally, it allows individual employees access to the information they need while preventing critical information from being shared with others, thereby ensuring the privacy and security of company information. The use of an AIS enhances a company's ability to detect fraud and ensures smooth financial operations.. By developing and implementing well organized and user-oriented accounting information system, it is possible to provide the same level of access and data access to everyone within the organization.
1.1 Overview of Accounting Information systems
Accounting is the set of interrelated activities that summarize, analyze, store, and report financial transactions to communicate financial and non-financial information about economic entities (Accounting, n.d.) Accounting is known as the ‘language of Businesses because’ it helps both internal and external parties to understand what is happening inside the businesses (Lane, 2013)
The information system (IS) is the set of formal procedures that interact to transform collected data into usable information and distributed it to its relative parties. Information system help to support decision-making, coordination, and tight control of the organization (Kenneth C. Laudon, 2018). According to (Al-Mamary, Shamsuddin, & Aziati, 2014) and (Rainer, Turban, & E Potter, 2007) Information systems include management information systems (MIS), transaction processing systems (TPS), office automation systems (OAS), decision support system (DSS), executive information system (EIS), Expert System (ES) and accounting information system (AIS), delivery systems (DS), enterprise resource planning systems (ERPS), procurement system (PR), and knowledge work system (KWS).
An accounting information system (AIS) is a computer-based integrated information system that collects, records, stores, and processes financial data to produce and provide information to assist in increasing control and enhancing the corporate culture within an organization. The system constitutes a centralized system for storing financial information, and this information is disseminated to the various stakeholders within the organization. The AIS is responsible for storing a wide range of important data, including revenue, purchases, employees, clients, taxes, etc. An accounting information system includes several parties, procedures and instructions, data, software and hardware infrastructure, internal controls, and security measurements.
[image: ]Figure 01 presents a general model for AIS. There are six (06) elements that consist in this model users (Internal & external), Data sources, Processing, Database, Information, and feedback (Hall, 2008). (Wilkinson, 1989) noted in his books that An effective and efficient accounting information system conducts several key functions such as data collection and maintenance, knowledge management, data control, and information generation. In the operation and management of an organization and in the implementation of a control system, accounting information systems play a crucial role (Nicolaou, 2000). According to (Salehi, Rostami, & Mogadam, 2010) in a business, the fruitful implementation of accounting information systems is influenced by the organizational culture, level of strategic planning, and IT infrastructure. By establishing a good accounting system, businesses can obtain better information about their financial structures. Figure 01: General model for AIS

[bookmark: _Toc119917307][bookmark: _Toc120373898]1.2 Efficiency and Effectiveness of Accounting Information System
The qualitative aspect of any Accounting Information System can be maintained if there is a sound, fruitful and well-managed internal control system belongs. (Marshall B. Romney, 2016) Generally, internal control refers to a process that provides reasonable assurance that controls purposes like- Safeguarding company assets, maintaining records with full disclosure, providing accurate and reliable information, Preparing financial statements and reports by established criteria and guidelines, and Enhancing operational efficiency and effectiveness, and Comply with applicable compliance, laws, and regulations are met. An organization's policymaker is able to utilize the information with greater reliance to maintain its business operations (operational, financial, etc.) efficiently which provides Accounting Information systems if properly organized and tight internal control exists in any firm or organization (Hla & Teru, 2015). But if internal control is weaker, a business cannot achieve its objective.
The study conducted by (Neogy, 2014) also found that an accounting information system (AIS) will be efficient and effective if this system holds the following criteria cost-effectiveness, proper documentation, high-security measures, independent internal and external audit, perfect segregation of duties, etc. Internal control performs three most important functions (Preventive control, Detective control, and Corrective control). Accounting information systems are regarded as essential organizational tools or mechanisms. Organizational effectiveness is a concept of how effectively an organization reaches desired outcomes. It depends on several factors like talent management, leadership development, organization design, and structure, deploying smart processes and smart technology to manage the firm’s human resources, etc. (Vulpen, 2020). Well-qualified human resources, the best software and hardware, and databases boost the efficiency and effectiveness of accounting information systems (Ramly, 2011). Some characteristics include accuracy, timeliness, completeness, relevance, etc. mentioned by (Hafnawi, 2001) that must be maintained in an AIS to be effective and efficient.
[bookmark: _Toc119917308][bookmark: _Toc120373899]1.3 Organizational performance and AIS 
There is an insignificant positive relationship between successful AIS and the financial performance of the organization shown in the existing literature. But the design of AIS has been shown to be positively correlated with organizational strategy and performance based on the study of (Grande, ESTEBANEZ, & Colomina, 2011). Accounting Information System has the potential to facilitate strategy management and enhance the performance of the organization which is unveiled throughout many studies (Gerdin & Greve, 2004) In order to support their chosen strategies, organizations change their AIS design successively. According to (Grande, ESTEBANEZ, & Colomina, 2011) studies, an organization with an optimal AIS will be able to adapt to a changing environment more effectively, manage arm's-length transactions more effectively and be competitive. Additionally, firms' dynamic nature is enhanced as a result of the increased flow of information between employees and the possibility of new business from the network, as well as improved external relationships with foreign clients, mainly through their websites. Well-designed and highly controlled AIS can serve values for an organization (Marshall B. Romney, 2016) like- 
· Improve the quality and reduce the costs of products or services. 
· Provide constant, accurate, and timely information regarding raw materials inventories and locations to improve company operations' efficiency. 
· Providing knowledge and expertise to the organization can lead to improved operations and can provide the organization with an advantage over its competitors. 
· By giving customers access to inventory and sales order entry systems, a company can increase the efficiency and efficacy of its supply chain and cut costs associated with advertising and marketing. As a consequence that will increase customer retention rates.
· By giving sufficient information, firms can strengthen the internal control structure and assist safeguard systems against fraud, mistakes, system failures, and calamities.
Information about business operations can be processed and presented more efficiently with the help of an accounting information system, especially for financial reporting purposes, by saving time for accountants in preparing and presenting accounting reports. Moreover, it can increase the efficiency of information presentation, which can positively influence business decisions.
[bookmark: _Toc119917309][bookmark: _Toc120373900]1.4 The objective of this study
The main purpose of this study is to examine the positive correlation between accounting information systems and an organization’s performance by using a review of the empirical literature approach. The study specifically examines the following:
· Examine the relationship between AIS and financial performance & organization effectiveness.
· To determine the effect of AIS on managerial decision-making, internal control systems, quality of financial reports, and financial transaction processes.
[bookmark: _Toc119917310][bookmark: _Toc120373901]2.0 Review of related literature
The general activities of accounting are related to recording transactions, storing, and providing financial information in the organizations. However an integrated accounting information system focuses on a broader perspective of accounting and is associated with the controls, strategies, techniques, and methodologies within the field of information technology (Budiarto, Prabowo, Djajanto, Widodo, & Herawan, 2018). (Brown, Dillard, & Marshall, 2005) made an argument about the importance of AIS information to efficiently manage organizational activities. There are three influential factors required to support AIS for a successful implementation of accounting systems (Markus & Pfeffer, 1983). Those three factors are the perception of the situation, technology, and culture.
 (Okour, 2016) argued that Accounting information systems play a vital role as supporting information systems which are for carrying out managerial functions or activities like planning, organizing, controlling, and decision-making, for the effective utilization of the available resources in the firm. (Boonmak, 2008) examined that there is a positive correlation between business strategies, Accounting Information systems, and firm performance. A business strategy and an Accounting Information system (AIS) describe how businesses compete and how to improve the culture of organizational performance, thus enabling them to be more efficient and effective. 
A study was conducted (Ivungu & Ganyam, 2019) on the absolute impact of Accounting Information Systems (AIS) on Financial Performance. The outcome of this study was that the use of the AIS is a valuable tool that belongs to the management of an organization who wishes to remain competitive in an era that is characterized by rapid technological advancement. To evaluate the company's historical performance and to set future goals, managers need to depend on the financial and accounting information processed by AIS. ROA (Return on Assets) and ROE (Return on Equity) are the most common financial performance measuring parameters for any organization (Majeed, 2011). The Return on Equity (ROE) is a useful tool for assessing the performance of debt in the structure of the capital structure. As effective AIS design has a positive effect on financial performance, and financial performance is associated with organizational performance, it is reasonable to conclude that effective AIS design will contribute to organizational performance through Return on Assets (ROA) and Return on Equity (ROE) stated by (Soudani, 2012). The advancement and enrichment of AIS have not only been treated as an important factor in reducing the cost of the organization but also put forth measures for the ascertainment of performance management (Munaf, Faris, & Akbay, 2019). The study carried out by (Grande, Estebanez, & Colomina‬, 2010) suggests that there is a positive correlation between AIS design and organizational strategy and performance.
For any information system, the quality of input data is the most important element. Because those input data are processed by the IS and provide output. Decision makers can’t make effective decisions if the IS process is poor and irrelevant data. The same issue applies to AIS. Accounting information system (AIS) outputs also depend on the quality of input data. It is understood that garbage in, and garbage out is the ultimate result of poor data quality, therefore AIS is not complete without an assessment of data quality; so, quality is a key component of the AIS (Xu, 2003).  To ensure accuracy of data, data-producing processes like data collection, storage, and utilization must be done properly and accurately. Inefficient, inaccurate, and incomplete data may hamper the competitiveness of an organization as a consequence it will create a negative impact on decision-making (Xu, 2009). 
[bookmark: _Toc119917311]For the prevention of operational risks, uncertainty, and future predictions, to enrichment and advancement of AIS in management and administration regarding finance and accounting, a number of hidden measures have also been endorsed by (Al-Delawi & Ramo, 2020). AIS control data access mechanism to ensure that only relevant information is communicated to a specific user. A variety of security authorization levels exist, requiring approval to access information, and AIS restricts access based on the permissions granted by the main authority (Solutions, 2022).  In addition to strengthening security measures, an improvement in the Accounting Information System (AIS) has led to a successful notification of possible theft of valuable information and data loss (Ganyam & Ivungu, 2019). And that may help an organization to build up a sustainable internal control framework. (Bell, Bryman, & Harley, 2018) stated that An effective and reliable accounting system is essential for local governments in order to produce relevant, reliable, and trustworthy financial reports because a weak accounting system can result in financial reports that are less relevant and less reliable, resulting in less optimal decision-making. It is evident that regional financial accounting systems have a significant impact on the quality of financial reports produced by local governments. A study was conducted by (Hussein, Dastgir, & Nejad, 2012) to evaluate the effectiveness of AIS of finance managers of listed companies at the Tehran Stock Exchange. This research figure out that accounting information systems (AIS) improved managerial decision-making processes, proper internal control, and quality of financial reporting at those companies, as well as facilitating those companies’ transaction process. (Brown, Dillard, & Marshall, 2005) suggested a tool that assists a firm in understanding the role of AIS in both supporting and enhancing its environmental decision-making strategy and scope.

3.0 Methodology
[bookmark: _Toc119917312][bookmark: _Toc120373902]3.1 Research design & Sources of Data
Through an exploratory research design, using a literature review approach, the researcher examined and collected information, idea, and resources from previous research articles, books, blogs, and the internet, etc. on the basis of the concept of how Accounting Information Systems impact an organization's performance.
[bookmark: _Toc119917313][bookmark: _Toc120373903]3.1 Scope of future research
In addition to the limitations inherent in empirical research, this study also has limitations regarding the application of own judgment, bias, reliability issues, and methods used by prior researchers in collecting data. Despite the limitations previously discussed, the results of this study have provided valuable information that indicates the need for further investigation. Therefore, the Researcher recommends the following avenues for further study could be -
· the effects of user involvement on the implementation of AIS,
· accounting information systems (AIS) and the challenge of data security, 
· And evaluate the relationship between AIS and the potentiality & sustainability of businesses. 
[bookmark: _Toc119917314][bookmark: _Toc120373904]4.0 Result and Discussion
[bookmark: _Toc119917315][bookmark: _Toc120373905]4.1 Analytical Discussion
[image: ]A study was conducted (Boonmak, 2008) to determine the effect on organizational performance. The researcher established a hypothesis (A positive relationship exists between AIS and firm performance) to test the relationship of each variable (AIS and firm performance) by using correlation analysis. 
Figure 2 shows the correlation analysis result that was conducted by (Boonmak, 2008). This study discovered that a positive correlation exists between these variables (AIS and firm performance). This analysis indicated that Accounting Information Systems have a significant impact on the performance of firms in terms of adding value through increased operational efficiency, reducing operating budget and costs, increasing a firm’s turnover by reaching target customers, and providing value to all stakeholders, etc. Figure 2: correlation analysis

Another research conducted by (Hussein , Dastgir, & Nejad, 2012) based on the companies listed on Tehran's stock exchange. Based on twenty questions researcher collected data from 347 listed companies. They established 5 hypotheses based on five main variables (better managerial decision-making, effective internal control systems, enhancing the quality of financial reports, improving performance measures, and facilitating financial transaction processes). 
Those hypotheses were –
	Hypothesis 1: Accounting information systems lead to better decision-making by managers.

	Hypothesis 2: Accounting information systems lead to more effective internal control systems.

	Hypothesis 3: Accounting information systems enhance the quality of financial reports.

	Hypothesis 4: Accounting information systems improve performance measures.

	Hypothesis 5: Accounting information systems facilitate financial transaction processes.



[image: ]Eighty-seven (87) finance directors were selected as the final sample for this study in order to assess those hypotheses. Figure 3 shows the results of testing those five hypotheses. According to the testing result, H1 was accepted for the first hypothesis where Z – value was 3.227 and the critical value was 1.645. Therefore, the first hypothesis was accepted and it was true that the implementation of AIS could improve decision-making by managers. The second and third hypotheses were also accepted. Because the Z value of testing the second and third hypotheses equal 5.389, and 13.639 respectively and the critical value was 1.645. Based on the marks, the researcher concluded that accounting information systems would lead to better internal control systems and enhance the quality of financial reports. On the other hand, the fourth hypothesis was rejected and the researcher concluded that on average, there is no consensus among respondents that accounting information systems improve performance measures. Z-value and critical value were equal to -4.894, and 1.645 respectively. Like the 1st, 2nd, and 3rd hypotheses, the fifth hypothesis was also accepted according to the test result (Z – value 6.47, critical value 1.645) and the researcher concluded that accounting information systems would facilitate financial data processing.Figure 3: Results of testing the hypotheses

The finding from this research (Hussein, Dastgir, & Nejad, 2012) supported the implementation of Accounting Information Systems (AIS) that could help to make better managerial decisions, to be more effective internal control systems, enhancement the quality of financial reporting and smoothing financial transaction processing. 
(Soudani, 2012) conducted a study on listed companies in Dubai Financial Market (DFM) to examine the relationship between AIS and organizational performance. The researcher was able to collect data from 236 responses and that was fair enough to make a reliable statistical analysis. After passing the data validity and reliability test, researchers conducted statistical analysis (correlation analysis) for determining the relationship among all the variables (AIS, Financial performance, Performance management, and Organizational performance). 

[image: ]As figure 4 displays, 0.662 was the highest correlation subsist between financial performance and Accounting information systems. On the contrary, financial performance and performance Figure 4: Correlation matrix


Management holds the lowest correlation 0.252 between them. Those positives indicate that an effective Accounting Information System implementation may lead to enhance financial performance, Performance of management, and Organizational performance. 
[bookmark: _Toc119917316][bookmark: _Toc120373906]5.0 Conclusion and recommendation
Based on secondary data, this study examines whether accounting information systems are positively associated with organizational performance and whether the consequences are very significant. This research concludes that AIS is incredibly important and valuable to any organization. Inefficient, inaccurate, and incomplete information may hamper the competitiveness of an organization as a consequence it will create a negative impact on decision-making. Incorporating relevant information in the accounting information system enables quality reporting (providing feedback to help justify and correct past expectations and can predict the future) & decision-making that will help an organization increase its overall performance.
There is potential for this research to provide supportive evidence for the implementation of an accounting information system (AIS) that’s why the researcher recommends the use of AIS should be adopted by all organizations. There is no doubt that Accounting Information Systems have a significant impact on the performance of firms in terms of adding value through help to make better managerial decisions, being more effective in internal control, enhancing the quality of financial reporting and transaction processing, increasing operational efficiency by reducing operational budget and costs, and increasing a firm’s turnover by reaching target customers, etc. 
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