ACCOUNTING INFORMATION SYSTEMS AND FINANCIAL
PERFORMANCE OF SMALL AND MEDIUM ENTERPRISES IN KIRINYAGA
COUNTY, KENYA

STEPHEN MWANGI
D53/0L/EMB/26240/2015

A RESEARCH PROJECT SUBMITTED TO THE SCHOOL OF BUSINESS,
ECONOMICS AND TOURISM IN PARTIAL FULFILLMENT OF THE
REQUIREMENT FOR THE AWARD OF MASTERS PEGREE IN BUSINESS
ADMINISTRATION (FINANCE OPTION) OF KENYATTA UNIVERSITY

MAY, 2023




DECLARATION
The project is my original work and it has not been presented to any other institutions for
the award of degree. No part of this research should be reproduced without my

consent or that of Kenyatta University.

Date Q\SICOF&D@S

Stephen Mwangi

REG/NO D53/0L/EMB/26240/2020

The project was done and submitted under my supervision as the university appointed

supervisor.

22\ |2z

Dr. John Mungai

Department of Accounting and Finance,
School of Business, Economics and Tourism,

Kenyatta University.

ii




DEDICATION

This project is dedicated to my parents for their unwavering support in every way.




ACKNOWLEDGEMENT
[ would like to express my heartfelt gratitude to Almighty God for granting me all His
abundant bounties throughout this study. I would like also to express my gratitude to
Senior Lecturer: Kenyatta University, Dr. John Mungai (PhD) for being an excellent
supervisor in completing this study. This effort was made possible by his continual
encouragement, support, and excellent ideas. He has fulfilled all of the requirements for a

SUpervisor.

In addition, I would like to express my gratitude to my adoring parents and family for
their unwavering support. 1 am also very grateful to my sisters and brothers wherever they
are. | am honored to be one of you and lastly [ would want to express my gratitude to my
buddy for their morale and academic support. Their excellent and invaluable contributions
will always be remembered in my heart. Finally, I'd want to express my gratitude to

Kenyatta University's administration for their unwavering support and encouragement.

v



ABSTRACT

Maintaining solid accounting records is a significant component that contributes to
appropriate  decision-making  because it is the source of  cssential
informational requirements. Indeed, in the SME sector, the quality of accounting
information used has a favorable link with an entity's success. In small and medium
businesses, information and technology adoption is slow and has also harmed SMEs in
Kirinyaga County and Kenya. The issuc of poor accounting system acceptance can be
linked to the initial goal of adopting information technology, which was primarily aimed
to substitute the manual accounting processes, which has since hampered future use and
investigation of the systems' benefits. This study sought to determine how
accounting information systems, influence the financial performance of SMEs.
Precisely the research sought to evaluate the influence of accounting information systems
records, accounting information systems service quality, accounting information systems
data quality and accounting systems quality on the SMEs financial performance in
Kirinyaga County Kenya. The findings of this study helped SMEs improve their financial
reporting and record-keeping which will benefit management in monitoring, planning on
decision making ensuring their survival in the business sector. The population of interest
comprised of 1420 owners and managers which were registered with Ministry of Trade in
Kirinyaga County. The descriptive research technique was used for this study. The
population of interest comprised of 1,420 owners and managers which were registered with
Ministry of Trade in Kirinyaga. Stratified sampling through the use of Yamane’s formula
was applied. Primary data was used for this study and was obtained using a questionnaire
which was quantitative in nature and thus close-ended questions was used. Quantitative
data analysis using descriptive statistics was adopted. Additionally a multiple regression
and Pearson correlation analysis was used.The accounting information systems records
had a significant positive effect on financial performance of SMEs in Kirinyaga County,
Kenya. This indicates that improving the way SMEs store and prepare their buy and sales
ledgers helps enhance their financial performance. This indicates that financial success has
a very strong positive relationship with competent bookkeeping. The results on accounting
information systems scrvice quality indicates that the variable had a positive and significant
effect on financial performance. The results on accounting information systems data
quality indicated that the variable had a positive and significant effect on financial
performance. The accounting information systems quality had a positive significant effect
on financial performance. The SMEs have made significant investments in accounting
information system quality in order to improve their day-to-day operations. But to majority
of the SMEs such an investment does not produce the intended results due to system failure,
system error, and the generation of incorrect data, all of which impact decision-making
processes. Relevance, correctness, understandability, and dependability of the accounting
information systcms quality were evaluated with performance, based on the premise that
there is a link between accounting information quality and small and medium company
performance.
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