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Abstract

This Thesis was directed towards Financial Accounting Information preparation and decision
in construction firms in south west Nigeria. Since there is reliance on Financial Accounting
Information when making decision, therefore financial scandals, fraud and manipulation of
accounting figures influenced by poor working condition, lack of incentives to workers need to
be address to make Financial Accounting Information reliable. Financial accounting
information also provides a tool for financial department to enhance organigational
effectiveness especially in the area of decision making. The study examined the ¥elationship
that exist between financial accounting information and decision making sand also help to
examine how the financial accounting information can satisfy the meeds of the users.
Specifically the study also help to examine how the financial accounting information and
decision making can help to control irregularities and manipulation of the accounting figures in
financial statement. This Study will be of great significance togthe investors/shareholder,
stakeholders such as students Researchers Scholars, Financial Institutions, federal government
of Nigeria and other publics. Financial accounting is a criticdleetmponent of the operation of
any business including construction firm in south west Nigefia where the construction firm
plays a key role in economic development, understanding\the financial aspects of these firms is
also essential for effective decision making. Fifiagetal accounting provides meaningful
information to investor and also an essential fram@work for assessing financial performance
Financial Accounting Information is necessary, te inderstand the financial position of the firms
and also useful as a guide in decision making. Financial Accounting Information also provides
an essential framework for assessing financial performance and making informed decision.
Accurate financial accounting inforshdtion or record help the construction firms to manage
costs track profitability and alsosseCure financing for project. The construction firm being a
project driven business requits, a*robust financial accounting practice to manage cash flow
handle large capital, expendiftie’ and to mitigate risks related to project delays. The purpose of
this research was to study the effect of financial accounting information in decision making in
construction firms drb§outhwest, Nigeria. The researcher used survey research design to study
Financial AccountingNnformation with the decision making in construction firm in southwest,
Nigeria. For the plrpose of this study the estimated population is 9500 being registered
constructionfimats in six states in southwest, Nigeria while Slovin’s Formular was adopted to
determinetheSample size with the total sample size of 384 respondents. Also data for the study
was colleeted through questionnaire. The study reveals that there is a positive impact on
Financial Accounting Information in decision making in construction firms. The study
concluded that Financial Accounting Information is a basis and guide when making decision
and it could be used to control irregularities and mismanagement in construction firms. The
study therefore recommends that modern equipment, professionals and conducive working
environment should be in place to facilitate timely and accurate Financial Accounting
Information for users. Also recommendation was made to construction firms to use financial
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and project accounting package software. This should be provided enhance better performance
in financial department
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Chapter One
Introduction
1.1 Background to the Study

Decision making is a primary function of a good leader, option could be ma %many
alternatives and that Team to be involved should have brain and ngJapability and
integrity to make the decisions effective. It is observed that many, (@'uction firms do not
consider financial accounting information important and fail % make use of Financial
Accounting Information always lead to business failure nability of the organization to
achieve its goals and objectives. The ultimate o @f decision making is to provide a
way forward for the construction firms thro@snuation ahead of them. As cross road are
numerous due to series of business cliagl\. es. It is important to note that decision have to be
made by individuals too and not 0&% firms on daily basis as one need to choose or make
option between altematives.@&ig study must be given to all information available all the
W\

time because of the neg}@ effect on decision made from wrong information.

Decision maki@ the act of choosing between two or more courses of action. In the
wider pro f problem solving, decision making involves choosing between possible
soluﬁ&a problem and these decisions can be made through either an intuitive or reasoned
process or combination of the two. The study of decision making processes, to be understood
need the role of human factor particularly in complex situation in construction firm'. It is a

fact that decision theory could benefit from Team approach to reduce the risk that a decision

18



may lead to an undesirable consequences®. Financial accounting is also a key for creditors,
from banks to bondholders. Because financial statements outline all its assets as well as the
short- and long-term debt, lenders get a better sense of a company's creditworthiness’.A
number of common accounting ratios is what creditors rely on, such as the debt-to-equity
(D/E) ratio and times interest earned ratio, are derived entirely from a compa ancial

statements. Even for privately-owned businesses that do not neces@ollow the

requirements of the Financial Accounting Standard Board, no lendin itution assumes the
liability of a large business loan without critical information provi financial accounting
information®. Ultimately, a lender really wants to know j uch risk is involved when

lending company money, which can be determined ‘Q{ewewing the company's financial
accounting. Once this level of risk is determi;@ lender will also be able to outline

exactly how much to lend and at what inte@tes through the process of underwriting the
loan’. é’@

In today’s world, Financial A\Q%ting Information provides the rules and structure for the
conveyance of ﬁnancia@%nation about businesses and other organizations. At any point
in time, some bus\?s%s are poised to prosper while others teeter on the verge of failure.
Many peop% eriously interested in evaluating the degree of success achieved by a
particul@anization as well as its prospects for the future. While a few basic procedures or
methods have changed, the purpose of financial accounting information remains the same.
Business owners often use Financial Accounting Information to measure the financial
performance of their companies and make business decisions. Association of National

Accountant of Nigeria defines accounting as the process of identifying, measuring, and
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communicating economic information to permit informed judgments and decisions by users

of the information®.
From the above the following attributes of accounting emerge:

Recording: It is concerned with the recording of financial transactions in an orderly\manner,

soon after their occurrence in the proper books of accounts. QQ

Classifying: It is concerned with the systematic analysis of the reg{dguﬂata so as to
accumulate the transactions of similar type at one place. This n is performed by

maintaining the ledger in which different accounts are open@) hich related transactions

are posted. QQ

Summarizing: It is concerned with the preparatior@resentation of the classified data in a
manner useful to the users. This function@ves the preparation of financial statements
such as Comprehensive Income Stata@tatement of Financial Position, and Statement of

Changes in Financial Position, St%&nent of Cash Flow, and Statement of Value Added.

Interpreting: Nowaday@foresaid three functions are performed by electronic data
processing deVicQsﬂhe accountant has to concentrate mainly on the interpretation aspects
of accounting. ghwaccountants should interpret the statements in a manner useful to action.
The acc@nt should explain not only what has happened but also why it happened, and

whaMely to happen under specified conditions.

It is noteworthy to say here that Financial Accounting Information derives its source from
accounting transaction data and information. Financial Accounting Information produces

results which enhances decision making in the organization. Hence, it can safely be

20



concluded that Financial Accounting Information is not an end in itself but a means to an
end .i.e. decision making to improve corporate performance, and also produces detailed and
comprehensive accounting information which are valuable for decision making in a corporate
organization. These are contributions of Financial Accounting Information to Decision
Making. It provides data that individuals need and wants; moreover many possi enefits
can be gained from acquiring a strong knowledge of Financial Accountin()@naﬁon and
the means by which information is communicated about an organizatiom, Around the world,
millions of individuals make critical judgments each day abo Qusinesses and other
organizations they encounter. Developing the ability lyze financial accounting
information and using that knowledge to arrive at souDQQemsion making. It is also a service
activity that uses words and symbols to comm ¢ financial accounting information for
decision making. The terminology and symb@sed have developed from the earliest known
accounting records. As a profession,éc@ing has evolved in response to society’s need for
economic information to hglp@e make decisions. It is often called the ‘language of

businesses. To be effecti@@ecipient must understand the message that the sender intends

to convey. One m.u§&rn the meaning of the words and symbols used by accountants®.

Finally the blti purpose of this research study is to provide various users of financial
accoum@formation more explanations, better understanding and the need to appreciate

purpose of financial accounting information techniques!.

Companies use FAI as one of the major medium of communication with their stakeholders.
Therefore, stock market regulators and accounting standards setters trying to improve the

quality of financial statements in order to increase the transparency level in financial
21



reporting.'!. But, recent studies explored that Financial Accounting Information in published
financial statements lost their relevance over the period of time. In United Kingdom, it has
found that the financial statement was considered as the least effective means of

communicating information. Furthermore, the researchers expressed that this findings

backed by the theory of life cycle stage, high technology, rapidly chang@siness

environment etc. (

For Financial Accounting Information to be effective, relevant, comgéqu reliable. it must
serve the need of the investors. It should also increase the know@of the users and give a
decision maker the capacity to predict future action fore, relevance accounting

information can be described as an essential pre requ@r stock market growth!'2,

Also with little care,education and experier@ountant and users of financial accounting
information can minimized the risk thes@enges can pose to their businesses and to gain
°

a competitive advantage'3. C)\
S

[ ]
Financial Accounting Info %n is needed in an organization either profit making or

nonprofit making c@tion. As information is so important, the success of any
I

organization w‘et&p

levels of ement are meets. Also Financial Accounting Information is considered as a

fit or nonprofit depends on how information needs of the different

fact,\@/gl and observation, perceptions or any other thing that could be used which can add
to once knowledge that is relevant in decision making. It is also regarded as any
data'* Information made available can be quantitative or non-quantitative and accounting
information happens to be one of the quantitative information. It is distinguished form other

type of the quantitative information because it is usually expressed in monetary term.
22



However non-monetary information is also needed in accounting reports in other to enhance

the need of the users'.
1.2 Statement of the Problem

Construction firms in south west as a construction company registered with Corporate Affairs
Commission is compelled to carry out a great deal of book-keeping records based on
Accounting principles and financial information provided that will help the organizations to
meet its statutory obligations, decision making and to address means for improvement and

other challenges relating to Accounting activities towards decision making.

It is a fact that Construction firms in south west, always tries to coordinate all their
challenges effectively and efficiently so as to minimize any anticipated and unanticipated
pitfalls, but the challenges still arise. Due to improper attention to preparation of
accounting information and poor decision making, poor administration and business
activities has prompted the researcher to choose this topic for study. However, organizations
who take wrong decision always end up with inability to achieve the set goals and objectives.
Those that were engaged to handle Financial Accounting Information think they can operate
without the use of information provided by the accountant such organization always end with
economic failure such as litigation from banks and financial institutions in Nigeria's. So
decision making becomes necessary in any organization, and not to be handled with levity.
Also Ignorance or lack of Financial Accounting Information may lead to in-effective
accomplishment of the organization objectives. In most organizations, is worthy of note that
available accounting information data is not effectively utilized especially in the aspect of

decision-making due to inability to interpret financial accounting information and to relate
23



it to situation or challenges at hand at each point in time. However, this can be corrected by
the presentation of facts in a manner that can be easily understood by the decision-making
managers that is acquainted with accounting terms. Due to care, skill should be employed to
ensure that accounting information is carefully exhaustively pursued, edited and nothing is

left without consideration'”.

Financial Accounting information is increasingly seen as social rather tha@»’e technical
phenomenon as it is useful in both organizational and social contex@bwing this notion,
this study is inspired by the desire to understand the potential co%of the use of Financial

Accounting Information for effective decision making % ofganizations. A study of this

nature is mostly important in relation to developini c@es like Nigeria.

idb

The objectives of this study are to, G@Sh the relevancy and to critically examine the

1.3 Aim and Objectives of the Study

Financial Accounting InformatioQ{Qc@decision making in construction firm. Also to probe

[ ]
into the fundamental for inf&%on preparation with the view to:

1. determine ho&re vant is the Financial Accounting Information and adequacy of its
prepara 'ons\'competent hands to guide the decision making.

2. as whether there is a relationship between Financial Accounting Information

\g%the decision making in corporate organization.

3. examine how Financial Accounting Information can help to control Fraud,

Mismanagement and irregularities in the system.

24



4. investigates how the Financial Accounting Information satisfy the need of the

management and other users of Financial Information.
1.4 Research Questions

In other to determine the impact of the Financial Accounting Inform& and

decision making in organization, it is pertinent to list the following questions OQ

1. How do construction firms in south west Nigeria considere@ fal accounting
information relevant and adequately prepared for discussio g\

2. What are the common challenges and relationship in @ci | accounting information
and decision making in construction firm in south , Nigeria.

3. How do effective financial accounting i@ation and decision making help to
control fraud, financial mismanage@fgd manipulations of accounting figures in
south west Nigeria . 5&

4. Does the financial aCCOLQﬁQcQ\information and decision made satisfy the need of
internal and externa \% in construction firms in south west

N
Q

These aé tggkypotheses for the study stated in null form. Hypothesis is a theoretical

1.5 Hypotheses

concept@f@ 1on or guess about how the researcher thinks the results must be linked with
theory\ﬁing treated and tested in table form to predict the relationship that exist between the
variables.

Hol: The Financial Accounting Information provided is not relevant and not prepared by

competent hands to support the decision making.

25



Hy2: There is no significant relationship between Financial Accounting Information and

decision making in a corporate organization.

Hy3: Financial Accounting Information cannot facilitate decision making on how to

control fraud, mismanagement and irregularities in the system.

Ho4: The Financial Accounting Information does not satisfy the needs of the management

and other users of financial information.

1.6 Scope of the Study < 0

The study is restricted to Construction firms in south west and t@l\mrage the firm to
understand the need and usefulness of Financial Accounting 6 tion in decision making.
The study would have covered all construction firms in 1%121 but due to the challenges of
such task, especially time, resources with which o%%te it. It is limited to construction
firm in south-west and the study focused on Fi Accounting Information and Decision
Making. The selected relevant executi\;e\ﬂkop senior staff was used out of the population
N

&

1.7 Significance of the St@%

for data collection’.

This Study will be %r t significance to the investors/shareholder, stakeholders such as

students Rese@ Scholars, Financial Institutions, federal government of Nigeria and

other pub@
Q

Inve&s{ or shareholders would be interested in past performance of the organization through
the financial accounting information as this would be significant to investor so as to know
the credit worthy of the business. It should help the investors to determine and predict what

may likely happen in the future when making reference with the FAI made available.
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The study will also significant to the stalk holders, students and the general public at large to
know how the company is performing either making profit or loss through information

provided by the company a financial data.

Researchers, students and scholars would be able to identify the gaps in the previous studies
on financial accounting information and decision ,making in construction firms. @d also

serve as a point for reference when carrying out further research work. ( Q

Financial Institution will also benefit immensely from this topic a atlon would need
to submit their statement of financial position so as to up-d %anmal institution to the

detail of asset and liabilities of the organization in seekl@om loan to finance some other

projects?® Q

Federal government of Nigeria will also lé\n@om its significance because the financial

information provided will help the go@en‘[ to know the profit made by each company

and this will help the govemment@&ﬁaermme amount of tax to be charged.

Many developments have rged in the financial accounting information and decision
making all over the ut this study will be useful and greatly enhance the effectiveness
and efficiency ﬁnanc1a1 accounting information toward decision making. It would also
provide support for the constant search for a more efficient means of providing
infok&y’on for decision making. For other researcher, the study will open a critical areas in
the literature that many researchers will find very useful and extend from this, by creating a

body of knowledge that can be always be drawn by decision makers?'.
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The study will, however concentrate on analyzing and probing the relationship that exist
between the FAI and the decision making. The study is also conscious of how disclosure and
standards with regulations have been applied in the preparation of the FAI and its impact on

decision making.

Theoretically, the study is aimed to add volume to the body of knowledge alre@xisting
about the FAI and decision making. Practically the study will be <f Q:ﬁt to the
organizations in Nigeria and other publics as a point for reference. ]@&kﬂ be significant to

investors who will have an interest in investment. The investors %ave a clear picture and

Q“

organization?2. Further more, the study is also signifjfb@(o students who will want to know

more confidence in such an investment after reading ncial statement of such an

more about financial accounting information a% cision making and how the FAI affect

decision making and finally it would be ve sy and useful for external and internal users
[ ]

of FAI just to be updated and bro@e' knowledge in the interesting area of financial

information?3. . AQ/

N\
Decision making is fu a%[al to leadership. In essence, decision making is the primary
function of a g '@m Decisions allow leaders to respond to changing market conditions,
threat, and rtunities, in order to secure the further success of their organization. With the
incrggi/%’glocity of information, shift in the business environment, and external events, the
task making effective decision is getting more complicated every day?*.The significance of
study is to provide solution to problem identified and recommendation for further research.
This study is of a great benefit to organizations as a whole, also useful to Internal and

External users, academia and future researchers as materials to generate new ideas.
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1.8. Limitation of the Study

The limitation in this work need to be stated for reference, the project is limited by many
factors which post obstacle to the smooth compilation of work. It is important for the users of
this work to take note of limitations faced in carrying out this project. Un-cooperative
attitude of staff and the confidential nature of financial Accounting InformationQ%eople
during research. The researcher was unable to reach all the members of the@/@ due to the
nature of their operations i.e. frequent travels and most of the tim@s for the meetings.
Another limitation is the resources that is limited, as most of%me, it call for travels
expenses, cost of materials to be used for the study, @Q importing the information
connected into computer, cost of printing and bind@ke limitations of the study. Before
studying the concepts and methods of accountil%%ill be of great important to known the
standard of selecting the useful informati X\&ng various alternatives®’. The quality of data

that must be used is as follows: \é_;\\'

i. Time Limit: The Finant@ccounting information must be made available early so that

&

appropriate changé\in yesources allocation can be made for its usefulness. It would be

useful if dgl;\s@ﬂing is made to the manager rather than monthly, because there are
i

actions ch need to be taken on daily basis, any delay of such information may be

@ess if reported lately.

ii. Verifiability: This standard proposes that the results of decision should not be included in
accounting reports unless they can be verified with reasonable confidence. Verification
helps in reducing bias that the managers in their own interest might have injected into the

report. It also serves as a limitation.
29



iii.Detailed, accurate and timely information is useless unless if it is used to improve the
resulting effective decisions.  Then, it will be regarded as good information. The
production of Financial Accounting Information, require cost, which are frequently
considered. When the benefit derived from any information exceed the cost of providing

such information then it is said to be efficient. Q\

iv. Financial Accounting Information presented should contain facts of thQr/Qctions that
are disclosed in the report. Accounting measurement services é&criptions for the
decision made and events that taken place and expected to tak%e. The correspondence
between the event and the report will aid a better decisi counting information is not

accurately presented, it can mislead the managemefa@(he decision-making.

1.9 Operationalization of the Research V@s

N

Topic: Financial Accounting Informatien, and corporate decision making in Construction

firms in south Nigeria. \C)\
'@

Dependent construct — Ds Making

Independent congtw&— Financial Accounting Information

N

The above i%l matically expressed Y= f(X)

Matk%%cs: Y =y +y2 (Dependent Variables), Y=Y1 +Y2+Y3 +Y4
Model: X =x1 +x2 + x3 + x4 (Independent Variable) X=X; + Xo + X3 + X4
Where

Y = Dependent Variable
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X = Independent Variable
Y = Decision Making (DM)
X = Financial Accounting Information

Therefore, from the equation, Decision will depend on Financial Accounting Info@on.

This is expressed as; ( OQ
Decision Making = (CDM) 6\

That is, DM = f (FAI)
Where DM =Y and Financial Accounting Information =Q

The X and Y are broken down as follows: b(b
Where X = (X1 X2 X3 x4) @

°
X = Financial Accountin ﬁfpﬁtion

| PR X1 = Revenue and'@%
4o, x2= Expen &urred

2, X3= @g Cash flow
3. Q’b §Working Capital

The variables in equation 1-4 are the working equation to be evaluated in this study.
And Y= (y1, y2,y3 y4)

Where yl =Right people
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y2= Gathering Information
y3= Identification of Problem
y4 = Goal Determination

1.10 Operational Definitions of Terms : QQ

Accounting: This means the act of recording, classifying and summarizing in a significant
manner and in terms of money, transaction and events which are%" at least of a financial

character and interpreting the result thereof. (Delete, this i ok definition)*.

Accounting Information: ; ’bQ

Those processed information relating to accs@

Decision: . @
Alternative lines of action whi@ﬂen irrevocable.
Decision Making QQ

This has somet 'h@y with brain, mental capacity, integrity, and experience of people like

mind to corr@p with useful ideas to assist in practice to achieve organizations.
Fina@ccounting

It is the process of collecting, classifying, recording, summarizing, and communicating data
in respect of event which can be enjoyed in monetary term for the purpose of making

decisions.
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Also financial accounting is the aspect of accounting profession which applies knowledge in
analyzing, classification and recording of financial transaction so that the performance of the

financial state of the business will be clearly validated to those entitle to the information?'.
Financial Accounting Information

These are processed data that will be used in corporate organization to @fective

financial decisions. (/
N
Information %0
This is a complete processed data for financial in makin c@on. It is processes qualities
before it can be called information and. Also, it is Datﬁ&a as been processed to produce a
meaningful information relating to a field32. fbé’b
O
Organization \E@

In organization the managemd@’e how best to put together the organizations human and

other resources in othe@r out establishment.

Questionnaire(’l‘l@a method of data collection in which the research questions and

questions or@er relevant issues are put down in a systematic manner.

Tool\/Q

This terminology as valuable and not mechanical implement. It can also be express as pivot.
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Chapter Two

Literature Review
2.1 Introduction

The related literature for this study considered conceptual, theoretical and empirical review.
This has become importance because it enable the researcher to understands examine
what has been carried out in the existing research work given the variabl u@ this study.
The researcher during the conceptual review took consciousness @orical perspective

relevance definition features, merit and demerits by each va as demonstrated by

previous study. The theoretical review encapsulates t abysis of several theories that
offered theoretical support or rationale for the 1 dg@ent and dependent variable of the
study even it established the theoriesthat is rele% the study. As for the empirical review,
the researcher looks at different method é\gused by various studies and their findings.
Consequently submission were ma@u’o previous studies recognized and measured each
variable under study, the math@cal model as provided by the underpinning theory was

presented and the chaph@uded with summary of gaps in the literature.

To present a b f@rstanding of research study, the historical perspective of financial
accounting @rmation and decision making would be discussed because they are the only
two @ in the construction firms in southwest Nigeria due for discussion. The conceptual
review of the variable to be addressed in this study in occurrence with extent literature
become relevant for building the understanding of these variables'. To accomplish this each
of the variable will be reviewed following their relevance definitions merit and demerits. In

addition to these the researcher definition of each of the variable will be introduced to
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contribute to knowledge. The variables under study need to do with accounting and financial
accounting information that must be explained which will served as bases required for

decision making?.

Accounting as intimated by its title, this thesis proposes the inclusion of information on
flexibility as a mean of enhancing the accounting information in construction ﬁrQ*wever
the inclusion of such information would be incomplete without a prior Qs/gion of the
purpose of accounting and its product, accounting information. In tk@%pter the nature and
the role of accounting is considered and the classification of in%tion as FAI should be
discussed here. The purposes of providing FAI as well ualitative characteristics of

decision useful information is to be addressed while %@ers and its need to be explained.

Before the nature of accounting can be add e field of study must first be delineated.
This entails an identification of the. ar. o\interest and of the boarders of discipline in
relation to neighboring discipline,&@s a successful definition of accounting should be
clearly delicate the boundarfe@%e discipline at a point in time give a precise statement of

its essential nature an@cible so that innovation and growth in the discipline can be

accommodated(@

A number finitions of accounting have appeared in the literature each attempting to
dem&&a/%its field of study. Developing a single definition of accounting is however beset
with difficulties. The first difficulty from the dynamic nature of accounting changing
environment continually extends the boundaries of accounting which makes defining the
scope of the subject problematic. However accounting has been defined as the art of

recording classifying and summarizing in a significant manner and terms of money
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transactions and events which are part at least financial character and interpreting the result
thereof, while accounting may have start out as being an art it is doubtful whether this view is
still generally held. The increased use of scientific method in accounting has changed the

discipline to an applied science because of its methodology and applied because of its goals

orientation?, Q\
It also suggest that it may be regarded as an induce science as its tend@re specific
problem from which general proposition are induced while manyé%}ars supported this
view, they also identify accounting as a multiparadigmatic socia%nce based on model of
human intention and rationally. Accounting can obviousl ger be regarded as an art. In
the recent time accounting has also been given a ﬁ@lion as the process of identifying
measuring, and communicating financial info n to permit informed judgments and
decisions by users of the financial accoun '@ormation?
.

>
c_)\
S

[ ]
This section is to discuss @Jcepts and the existing relationship between the variables,

2.2 Conceptual Review

which includes Finz§ ccounting Information and the Corporate Decision Making in

construction ﬁx@:\&b

th west.

Conceptu iew is concerned with the purpose of the concepts. It also facilitates better
undehw%ing of the variables as it is applicable to the accounting concepts. Application
discussed in the work of the past researchers that the recent literature could be developed. All

Accounting concepts are not giving the same ideas but each communicate different opinions
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that is relevant in preparation for financial Accounting Information to make it useful and to

facilitate effective decision making process®.

There are many Accounting Concepts relevant to calculate records and to monitor important
financial information and using efficient Accounting concepts can help to ensure accurate
reports and giving a very sound advice that could be useful when maki@cision.

Accounting concept also facilitates better improvement on preparatio@accounting

processes’. 6\

2.2.1 Financial Accounting Evolution Technologist Challe@

The concept of Financial Accounting Information is not a@em day invention but has roots
stretching back to ancient civilization over the yeab’ibas evolved from rudimentary method

of book keeping to the sophisticated, techn@ven processes we see today.

Without doubts the concepts of Fina‘r@ccounting id not modern day invention because
initially financial accounting ser@primarily to keep track of asset and liabilities helping
businesses and governm @Q)wth of track and economics financial accounting problems,
paving the way for r &)W framework and international standard like IFRS. Its role has

broadened to i@ financial reporting, tax planning and even risk management, making it a

cornersto e world of finance®.

Q

The question that comes up is that with the evolution of financial accounting; how have

financial accounting evolved over time and what problem ha it attempted to sole.

Financial Accounting has transitioned from a rudimentary tool for recording assets and

liabilities to a multifaceted discipline responsible for guiding business strategy. It started off
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as a method tracking simple transaction and financial events, but as economics grew more
complex the demands on accounting evolves, now it encompasses many tasks in financial

reporting, tax planning and risk management.

The digital age has further accelerated this evolution, innovations like artificial intelligence
and big data are not merely supplements. Thus the progress of financial account@ clear
response to the challenges and necessities businesses have faced over ceQu/Q constantly

adapting to serve a changing landscape”’. 6\

Internal control and auditing how financial accounting contributes te a robust internal control
and an auditing system are a company’s safety net ensur@hat its financial activities align
with legal standards and operational guideline. Fi a@ accountants play a crucial rule in
this by designing and implementing these.c s. They also work closely with internal
auditor to conduct regular checks Villi '}hat the controls are effective and identifying
areas for improvement through tlf\@mbolic relationship businesses can maintain fiscal

responsibility while minimiﬁ@%like fraud or financial management'!.

N\

It also serve as navig tigusiness Expenses and also serves as a comprehensive guide for
business owner{;ﬁi&c%ountants. Financial analysis, harnessing financial data for evaluating
business peffotmance and strategic decision making. Importance of financial analysis is of
imm ngecause financial analysis serves as the cornerstone for a company sustainability
growth it entails assessing an organization financial statement often complexes with industry
bench making to gain a thorough understanding of its financial health!?. By employing

techniques such as ratio analysis variance analysis and fraud analysis a robust financial

analysis can be conducted.
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It is an important to note that financial analysis is not confirmed to one or two methodologies.
Businesses make use of statement financial position, comprehensive income statement, and

cash flow statement along with other key performing indicators to make decisions.

Furthermore, decision making, the insights gathered from a meticulous financial analysis are
crucial for steering the company in the right direction. From mergers and aQQisMon to
capital investments and market expansion the scope of financial analysis i< V@Hd integral

to a business long term success'. 6\
2.2.1.1 Technology in Financial Accounting Q s

The evolution of financial accounting has been signiﬁ@y influenced by technological
advancement from basic book-keeping to comple@ncial reporting the reliance in digital
solutions has grown exponentially. Tools@ artificial intelligence and big data have

made inroads into financial accounting@fying task that were once labor interest and time
consuming'4, ‘\C)

&
2.2.1.2 Role of Artificia @gence Financial Accounting
Al algorithm can g&ift through enormous volumes of financial data in seconds offering
red-time an Qahd insights. This not only speeds up the accounting processes but also
minimizééman error. Automated system can execute repetitive tasks like invoice

man%ﬁent and payroll calculation thereby allowing accountant to focus on strategic

activities!>.
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Also big data analytics offers a comprehensive view of an organization financial position. By
aggregating dada from various sources companies can identify trends, inefficiencies and

opportunities for optimization. It’s also enhances companies to make more accurate forecasts.

Challenges and opportunities looks at the current and future landscape of financial
accountancy are inevitable. Regulation challenges, keeping up with ever chang@ancial

regulation in an ongoing challenge. Data security protecting sensitive ﬁnz<n01 formation

from cyber-attacks is crucial'®. 6\
>

Skill Gap- The need for account and with advanced skills'@ ytics and technology is
growing yet there is a shortage Q

Integration — As business grow, integrating new (@&al system or upgrading the existing

one can be complex. @%

Opportunities- Technological Advant% Is like ace block chain and big data analytics

offer large potential for automati@i? optimizing accounting task
[ ]

Globalization — With @es operating internationally, there is an increasing need for

accountant who qns@nds international financial regulations

N

2.2.2 Finan@ counting Information

Fina@ccounting Information is the most widely used information when making decision
financial accounting is often said to be language of the business in the business world to
describe the transaction entered intoby all kind of organization. Financial Accounting is the
concept of accounting profession of accounting professional which enable knowledge in

analyzing and recording of financial information. Shareholders, creditors and those that
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invested their money in the organization that invested their money in the organization want
information on how well the company is doing so that if the management is not doing well

corrective measure should be taken.

Financial Accounting Information is a service activity it uses words and symbols to
communicate financial information useful for decision making. The tem\@y and
symbols used have developed from the earliest known accounting record Agprofession,
accounting has evolved in response to society’s need for econo@&ormation to help
people make economic decisions. Accounting is often called the%uage of businesses. To
be effective, the recipient must understand the message thQQnder intends to convey. You
must learn the meaning of the words and symbols ps@y accountants. Many people with
little knowledge of accounting must interpret a ing data. Accounting has been defined
as the process of identifying, meas xgrecording and communicating economic
information to permit informed jud{%,\t\%\d economic decisions!”. The primary purpose of
accounting is to help persons\Q economic decisions. In our society resources must be
allocated among and w@% kinds of entities. Accounting information provides the basis
for making decisib@bout resource allocation!®. To be useful, data must be identified,

measured, r oged, classified, summarized and communicated to potential users. These are

the criti@réements of accounting.

N

Accounting information is financial information about economic activities. All economic
entities (e.g. businesses, government agencies, families, charitable entities) need such
information because it is used for making economic decisions about those entities. An

economic event of an entity is referred to as a transaction. Transactions are of two types:
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external and internal. Computers have had a significant impact on the accounting process and

hence the recording process is much more efficient and reliable.

The information is prepared in general terms suitable for publics need as those who want to
grant loan to the company would want to know the credit worthless of the organization. The
presentation of Financial Information makes the ends user of accounting statemﬁ%eneﬁt
from analysis and interpretation of data as some of them are stockholdﬁ/g others are
stakeholders. Comparism of past and present statement and report@fg\of ratio and trend

analysis are different tools of analysis and interpretation'®. %

From the above statement one can conclude that accc@\g is an act which starts and
includes steps right from recording of business a@ons of monetary character to the
communicating or reporting the result thereq{g@ various interested parties including those

who are in the group of making decisionQ

Financial Accounting Informatio&ca\organization has grown enormously in the past. This
is the result of wildly exter@}miness operation for the decision making. The FAI also aid
decision making, the &s growth and survival of any firm depends on the decision made
for its operatio(.Cia(l\'e ently for an organization to survive, it requires financial accounting
informati% must flow to decision makers. Decision arrived at depend on the quality and
timeﬁ%giof accounting information which a very scarce resources is sought for by every
organization. Furthermore accounting is the process of identifying, measuring and

communicating information to permit informed judgment and decision by the users of FAI?,
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The financial Accounting Information communicated by using financial statements, annual
reports, management accounting reports and common measurement performance of profit.
Accounting also facilitates information processing that serves several purposes such as
providing records of assets owned amount owned to and money invested. It also provides
annual reports showing financial position of an organization and the profitability of its

operations, helping the management and the shareholders to monitor(@ganization

activities and performance. :’\

It is a reality because decision making has been describe as a pu ful in choosing from a
number of alternative cost of action, where proper deci e not taken in time it will
definitely affect the organization adversely and wh;SQrong information are provided for

decision this might influenced the end of such o ation?!.

Decision Making is customary thing,: to \laization needs, fundamental and function of a
leader. It is also an indicator of co‘®1ent; it also indicates leaders to respond to changing
conditions, threat and opporﬂ@s in other to secure the future success of their organization.
Since decision making@ solitary issue therefore, large number of people is involved
with different f@e to handle a particular situation. They all represent their facts and
figures acco@g to their skill. They must be of integrity, communication, empathy, having

men@lity, foresight and virtue, so as to be relevant in decision making process.

It must be noted that decision making may be costly and time consuming activities and care
must be taken not to take a wrong decision which could be avoided with the use of decision
theory as wrong decision taken would influence a negative impact on consequences on the

organization to attain its goal. Decision making is also a continuous activity that
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requiresskilled people with years’ experience to make the decision makers capable of

addressing various challenges identified from the information provided by the accountant?.

It also important to note carefully that one of the things that is common and customary to
organization whether big or small is decision making. Organization that engage in decision
making at different times under different situations, sometimes make a better eQ* could
be decision regarding their survival and how to have an edge over their cc&p/@)rs, how to
make more profit and to avoid losses or how to pull all these sity@egs a wide range of
variables are expected to be considered as alternative in decisk%aking. To a very large
extent the more exhaustive the alternatives in are t r the tendency making in

organization is not hap hazard affairs. It follows a sy@ic and well-ordered process.
Many people with little knowledge of accounti ust try to interpret accounting data with

the assistance of professional Accounta@ilitate a decision making.

Financial Accounting Informatic@"\agarded as part and parcel of today’s life which is
necessary to understand th@rate financial situation of the organization and used as the
basis of making any. isions. Since strategic decisions have long-term effect on the
business and t@ is important to analyze financial accounting information for making
decisions, 't@ps managers to understand their tasks more clearly and reducing uncertainty
befoﬁ\r/gking their decisions. Financial accounting information refers to the conveyance of
information about an organization finances as a whole and is most frequently directed to
assisting external decision makers, it is also designed to portray the overall financial

condition and prospects of an organization. Every employee should be quite interested in

assessing that financial information to judge future organizational prospects.Decision could
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be measured by change in possession expectation rather than relative to the value of players’

alternative options.

Another important thing to note is that the decision variable most of the time is either
quantitative or non-quantitative or evens both. Many at times the quantitative variables
comes from accounting information?*. Financial Accounting Information ar ﬁetimes
generated from various source once the information in any of the source a:@/@eriﬁable or
to say the least inaccurate, it affect quality of the decision as well e@%nent of the users.
This may translate to serious consequence. It may result to loss c%msal amount of money

b

However it is a bid to avoid the afore-mentioned @quences that activities and jobs of

decline in the value of shares of the company or unay collapse of the company.

providers of financial accounting informatio ften subjected to routine checks and

balance. The importance of the checks is@y help to minimize the chances of error and
[ ]
omissions in the Financial Account@ 25,

The researchers also look at’@oncept has been very risky in nature if expected revenue is

not received in time to Ps%t e need of the organization.

Consistency C(nc® concerned about using of specific Accounting method and that it

should co@ using it, by doing so, financial statement prepared for many periods could be

easy r%ﬁnparison.

2.2.2.1Relevance of Financial Accounting Information

The need for the information provided to bear upon the expected decision to be made defines

the focus of relevance. Information that is useful in a decision-making context is regarded as
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relevant. This attribute of accounting information places a great burden on accountants.
Specially, accountants have to understand the various types of decisions made by different

classes of users and design accounting information that facilitates each type of decision.

Information can be useful in decision-making only if it arrives on time?®. If the information is
communicated late, no matter the quality and the adequacy of the contents, QAeNes no

useful purpose to the decision and relevance are scarified at times to ensyre liness and

use of information. 6\

One important factor that must be noted and considered is th, y business or individual that
want to survive must make use of financial accounting i@ation when mankind decision.
The era of miles of thanks is gone and employi @1 sure way to fail absurdly. Many
people believe that accounting is a specialize because its technicalities which can be
understand only by professional Acc?u i Xut really everyone practices accounting in one
form and in modern says users of &@ial accounting information require a wide variety of

information to successfully d Qp{ish its aims and objectives and decisions making.

O

This is because faul% rmation, unreliable and is not accurate information used for

decision will d1€' ;&SVG

their organization to achieve its goals and objectives at the long run.
However uate, timely and relevant is the information contained in a financed statement,
it m&q&tle if it not understandable to the user. A highly technical financial statement may
have zero usefulness to the intended audience. The objective of understandability envisages

that information provided can be easily understood communication, though is a two-way

traffic; there is a responsibility on the part of the statement user to have a reasonable
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understanding of business and economic activities and to be familiar with financial
accounting now language of business. The average user of the accounting information is not
only literate, he is expected to be numerate; some knowledge of accounting is becoming a

must.

Financial Accounting information should not selectively suppress information; Q%ld be
complete in essence and substance. This idea defines how information 1Q0/Q presented.
Though there no hard and fast rules, financial statement should co 1l information in
respect of asset, liabilities equalities, revenue and profit gene%W.Financial Statements
may consist different type of information whic be named as Financial
Information/Accounting Information and Non-F%@al Information/Non Accounting
Information. Accounting Information is 1nform hich describes an account for a utility.
It processes financial transactions to pr: %} ernal reporting to outside parties such as to

stockholders, investors, creditors @%‘

information are information @h cannot be measured in monetary terms to make

vernment agencies etc. and non-accounting

investment decisions byt Q}stors. This type of investment is called as ethical investment.
Financial informati& essential in making sound investment decisions and it will reduce
the informa%l asymmetry problem between the firm’s managers and the investors.
Though@%vestors use non-financial information in order to make investment decisions,
still conventional investors give more weight to financial information. About 42 years ago,

no arguments were encounter on relevance of Financial Accounting Information

Full disclosure is a concept that summarizes the above ideas. It requires the full disclosure of

all facts that could influence the decision of an informed use of the accounting report.
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Most decision involves a comparison among companies and a comparison of the same
company over time. In the light of this, accounting information is useful to the extent that it
permit meaningful comparison. To ensure that information is comparable among companies
or the same enterprises over many time periods is an important objective of accounting
information. Comparability is enhanced if a applications and procedures o “éQunting

consistently applied. Uniformity is therefore desirable in the applicati@heory and

methods. :’\

Financial statement are general- purpose, they are prepared t%ve presumed common
information needs of users. Accounting, therefore, prod% ormation in such a manner
that it is not slanted to the different users are not stri;&Qhe same and accounting should not
bias information to meet needs of specific Auditors are required to latest to the

neutrality of accounting information. Oft%t@; report that the accounts give a true and fair

view of the state of the company’s {Q%%‘
measure of neutrality. . @

e fairness, when attested to by auditors is some

2.2.2.2 Relevance of At@%ng Information to Decision Making

Information cae.oits%e%sed as decision so also decision cannot be used as information; as a
matter of information is really concerned about the past activities while the decision
focu&xs/zi the future events. However these papers analyzed the relevance of accounting
information in decision making. Really FAI may inherently delay compared with information
from other sources, but this Financial Accounting Information determines the context of
other information sources and affects them positively for decision making. It must be noted

that accounting system does not exist in a vacuum other information source are present and
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the purpose of the accounting information may not be appreciated without considering the

existence of other information source?®.

Financial Accounting Information could be source from the financial statement which must
be audited by independent auditors this implies that accounting information is hard to be
manipulated when it is needed for decision making. In general the FinanciaQ%mting
Information is used for decision making; business owners often revie()@accoun‘ting
information to understand how the business willoperate. Financial @ces the accounting

information for the performance of the business. %

Relevance is sometimes referring to a process of info that must have confirmatory
value that provides information about past eventb ictive value that provides predictive
power regarding possible future events. Re ¢ in Financial Accounting Information
simply means the information we .get m"the record will help the end-users to make
important decisions. End users @ther internal or external shareholders. Therefore

relevance in Financial Accd@g Information indicates the capacity to influence the end

users of financial stateﬁ@%heir decision making process?’.

Also the releva@@ancial Accounting Information means that it should be useful for the
decision r%@ process for users, companies could report the employees current salary in an
undeﬁ&ta/%able and timely manner but this does not make the information relevant to an
investor. However to make the Financial Accounting Information relevant the information
must help in predicting future events. The information must also be accurate to reflect the
company resources obligatory claims and transaction s as to help the organization to think of

pictorial depiction of something in real life. How accurate does the picture real life; For
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Financial Accounting Information to possess representational faithfulness, it must be

complete neutral and free from errors.

Lastly Financial Accounting Information enables users to identify, measures classify and
evaluate operations and activities of an organization to be able substantial and adopt decision
when the need arises. Information is an essential element of progress, becaQ*th the
economy grows and the need for information in taking decision, infomati@/@ided could

serves as financial indicators that could be an information model, ’S&cally a dashboard

for those that are making decision. %

2.2.2.3 Characteristics ofFinancial Accounting Inform
These are the following characteristics of ﬁnancial@\nﬁng information.

Relevant: refer to how helpful the informh@is for financial decision process and for the
Financial Accounting Information té§ %‘evant it must possesses confirmatory value i.e.
information about the past event%«redictive value i.e. provides predictive power regarding
.

possible future events. T e@e, financial accounting information is relevant about the past
events and helps in %11 ing future events or in taken action to deal with possible future
events. (:\\'

Reliabili%§ans the events to which information is accurately reflects our company
resou}w, obligatory claims, and transactions to help how accurate the picture represent what
is on ground in real life. Therefore, for the information to be reliable, it must be complete,

neutral and free from error.

2.2.2.4 The Users of Financial Accounting Information
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Accounting Information serves as a base for planning and decision making. It provides the

various users the necessary data assistance in this direction.

This stipulates that various individuals and institutions use the economic data that are
gathered and communicated by the accounting system for assistance in making decision
regarding future actions. For example, investors in business enterprise need in@on on
thefinancial condition and result of operations of the enterprise in or@/ access the

profitabilityand risk of their investors in the enterprises™’. 6\

Bankers and suppliers need accounting information with 'chSo appraise the financial
soundness of a business organization and to access the@ mvolved in making loan and
grantingcredit. Government agencies are concem&% the financial activities of business

organizations for purpose of taxation and re@b@t

N

Employer and their union represen@i are virtually interested in the stability and
probabilityof the organization t@c@\re them. The dependent individuals who are most
involved with the end pr&@ of accounting are those charged with responsibility of
directing the operatixg the enterprise. They are often referred to as “management”

managers rely< u&f'

operations in planning future operations. Accounting is a language which communicates

the accounting information to assist them in evaluating current

ﬁnark'egllformation to people who have an interest in organization manager, shareholder

and potential investors, employees, creditors and the government?2.

Managers require accounting information which will assist them in their decision making

andcontrol activities for example, information needed on the estimated selling price, cost,
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demandcompetitive position and profitability of various products which are made by the
organization.

Shareholders require accounting information on the value of their investment and the
incomewhich is derived from their shareholding. Employees require accounting information

on the ability of the firm to meet wages demands and avoid redundancies. Q\

Creditors and providers of loans capital require accounting information on<a @s ability to
meet financial obligations. Government agencies like statistical o@&ollect accounting

information which is needed such as information for the de%f sales activity, profit

investments, stocks, dividend paid, and the proportions o absorbed by taxation and so
on. ’bQ
In addition the Inland Revenue is needed i ing information for purpose of taxation.

All these information are important for d%io making.
[ ]

Accounting information is not co@é&?}to business organization as stated above. Accounting
information for the individ@@*lso important. For example, credit will only be extended to
anindividual after the prospective borrower has furnished reasonable accounting information
of his private é%‘dl Accounting Information. Non-profit making organization such as
local auth%@ also requires accounting information for decision making and for reporting
the n’e%%f their activities. For example, a sport club with required information on the cost
of undertaking the various activities so that a decision will be made on the resources which

must be used to finance them.
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An examination of the various users of accounting information indicates that they can be sub
divided into two categories: Internal users within the organization and External users outside
theorganization®. The above broad category of users into internal and external users
presupposes that they need the information for different purposes. Thus the kinds of

accounting information they need are also different. In fact accounting informatieq™1$, one of
the largest information systems in most organization. ( 0

Accountants use accounting information to enhance their role wit@organization. The
accountant fought a constant battle against the Financial Accou@lnformation of record.
In the past years the accountant was able to respond to s requests for reports on the
business activities. Computers provided a more eff@smeans of keeping the books, and
they afforded the accountant quick access to fi 1 accounting information for reporting
purposes. Useful financial reporting %ment is based on accounting financial
information. Many traditional acc’o\é%iﬁasks dealing with recording and processing of
accounting transactions can.b\dibly automated thus; technologies add more incremental
value to organizations %%gard anymore. Rather, an accountant’s worth is now reflected
in higher-order or{ Q*hinking skills ,such as designing business processes, developing e-
business modelsy*providing independent assurance, and integrating strategic accounting
knowle%rdutomatically”. Through the use of financial accounting information, the
manag>éent can determine what organization are meeting their legal obligation to pay taxes,

contribution towards social security benefits for their employees and also satisfy other

statutory regulations.

The users of financial accounting information could be categorized as follows:
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Management , Users with direct financial interest, Shareholders and potential holders,
Creditors and Potential Creditors, Employees, Users with indirect financial interest, Tax

Authorities , Regulation Agencies and Economic Planners'®.

Management

%ﬁy rest

solely on the management. Although other environmental factors may K&fy/ e degree of

The primary objective for nay business organization is profit making, this res

profit sought, it must be realized that adequate profit is necessh survival and the

growth of the business. To achieve the objectives, management must be able to plan, control

and coordinate all the activities of the organization®. Q
Users with Direct Financial Interest &Q
These classes of information include: @

[ ]
a. Investor and potential sharel&%is, creditors and potential creditors and employees

of the organization. _ @
b. Investor and po@vestors.

Share Holder M&&{ntial Holders

These are p@rily interest in the Financial Information and management serves as trust of
the i@en‘[ of shareholders hare therefore found it necessary to know the performance of
the business in which they have invested. They therefore make use of accounting information

like annual reports and other financial statements.

Creditors and Potential Creditors
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Creditors include debenture holder’s interest and money-lenders who expect returns
information of interest on the debentures or principal creditors alike have different financial

interest in the firm.

Creditors provide loans to the company, this however does not make them owners of the
company but they are interested in analyzing the company’s financial statement anke sure
that their investment is safe and that interest due to them can be paid to t et@:luding the
principal when due. Creditors are specifically concerned whethe ’%\ a company is a

profitable venture, which is more likely to meet its credit obli atk%

A critical study of the firm’s annual report reveals the Viy of the firm and the ability of

the pay the creditors. b’bQ
Employees ®%

Labor unions and employees study fihah¢ialstatement of organization for labor negotiations.

Employees use financial sta‘gem@% determine if they are obtained a Financial Accounting
Information share of @rces distributed by the company to bargain for wages and
fringe benefits. A@ective employee usually finds out the activities of an organization
before acceptin \even applying for employment in such as company. Hew investigates the
activitieQ e company through its financial statement to determine its operation, growth
and p}ﬂability. An employee would like to find out if there is job security in the company

or not3°.
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Based on the information received though the financial statement, they are able to negotiate
for higher pay bonus, other rings benefits and other better working conditions. The use of

accounting information is therefore important to employee
Users with Indirect Financial Interest

Changingenvironment factors have made the society large users of accountin 'Qmation it
is common knowledge that the government through her agents and the geheral public make

use of accounting information in their day to day activities. agents include tax
ups.

authorities, regulatory agencies, economic planners and other6

Tax Authorities QQ

Tax revenue is one of the major sources of ﬁnanc@e government. This has prompted the
establishment of internal revenue sections‘@ evels of government to deal with matters

relating to the assessment and collectéi)@gs. Taxes and extra duty are collected.

Regulation Agencies . Q/

These are government s@%s set up for the purpose of regulating public corporations and

companies. Thif\’@fies make use of accounting information to determine the rate at
which share%o d be used.

Econ%% lanners

Government will have to take part in planning and forecasting information. Economic
planners use accounting information to determine total production inventories, income,

dividend, taxes and in decision making. The class of users information is the general
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publicity. They are mainly consumers who have the interest in the financial statement of the

firms for the purpose of ascertaining to success of the firm, in their surroundings.
2.2.3 Accounting Concept

This study explainedwhat the Accounting Concept are and how they can c&are to

Accounting Principles. QQ

In the recording of business transaction certain rules and custom arw&dhﬁuﬁ with. These
rules are called concept. There are conceptual issues that one erstand in other to
develop organization foundation of how accounting works .@u ting concepts are said to
be a basic components and terms that could be used by professional Accountants use these
concepts to prepare financial report and otheb%uments that may be statutory for
government and also for the organizatiowrb As a matter of fact knowing common
Accounting concepts and working wﬂ&&*sm is necessary and crucial for an Accountant to

interpret financial situation and t(&{cﬁ?ﬁate monitoring the finances in the organization.
[ ]

N

The basic Accounting @ are as follows: Accruals concepts, consistency concepts,
entity concepts, Goigﬁcem Concepts, Matching Concept and Materiality Concepts. All
these concepts on,\b'ute to better understanding and new knowledge on how things should
be done ionally, and researcher would like to explain Accruals concepts toward the
deciwaking, also these concepts can help Accountant organize business records, prepare

for Audit and ensure the company earns enough revenue to main operations. Another

important thing this study want us to note is that understand of the Accounting concepts can
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also help people to save money avoid debts, maintain proper Accounting records and more

informed financial decision .

Accounting concept means that a business may recognize revenue, profits and losses in
amounts that vary from what would be recognized based on the cash received from customer
or when cash is paid to suppliers and employers from this concept, it is clear Qﬁcision
taking without consideration to available cash and the amount to be receive@nay not be
effective as decision taken may be faulty and also bias as revenue re@&nd revenue yet to

be received will facilitate taking decision that would propel the s%es of the organization?.

Accounting concepts and principles needs to be explain b@se of its value. They can create
a framework for discussing financial situation %roument, and theories. Generally
Accepted Accounting Principle are the la 565 andard for Accounting in practice that
professionals follow and these includ s,\rules and regulation when preparing financial
documents. Accounting concepts a({(?\e about what the Accountant do, and the Accounting
Principles describe how the&@%practice e.g.; Revenue, for a business, the total amount
received for sales, sen’i@?d product is called revenue. This means it is the organization
gross income T@ducting any expenses one can add all company earnings, Equity
increase anc@erest it gains on the reporting period. A company may deduct its liabilities or
Variou\s/% nses from this revenue to determine its profit that could be used as information
for decision making?. It is also important to note that there are different ways to calculate
revenue depending on the accounting method employed. Accrual Concepts will includes
sales made on credit as revenue for good and services delivered to the customer .Under

certain rules revenue is recognized even if payment has not yet been received. Besides, cash
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accounting on the other hand will only count sale as revenue when payment is received. Cash
paid to company is known as a receipt and it is possible to have receipt without revenue for
example if the customer paid in Advance for a service not yet renders. This activity leads to a
receipt but not revenue. Revenue is known as the top line because it appears first on
company’s income statement, Net income also known as the bottom line is re minus
expenses. There is a profit when revenue exceeds expenses. Non-op@income is
infrequent on non-recurring income derived from secondary sou g&Even non-business

entities such as government, non-profit or individual also report through calculations

and sources for each differs®. QQ

The most important thing from the explanation aboy&@that revenue that is generated will
help to determine the profit at the end of the nd thereby useful in making decision.
Revenue may also be referred to as sales sed in the price to sale ratio an alternative to

%e in the denominator. All this brings result that is

price to earning i.e. p/e ratio that use(%\y%'n

relevant in making decision.. @

It was also observed T&%?udit journal that accounting Information as an output from
accounting infopn %ystem is being capable of being applied in decision making process.
It can be q@taﬁve or qualitative in nature. It is also fundamentally useful when making
deci@%

Another side to it is that managers and individual usually need to do cost benefit analysis and
breakeven point in both naira and units to examine life cycle cost or breakdown report into
different businesses segment. The major benefit of financial accounting or general

accounting is the report or information provides that is useful in making decisions. Accurate
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accounting information however generated is also useful to stakeholders of the company such
as employee, shareholders, creditors and authorities. Accurate information is one of the

principles way through which organization communicates with people.

The going concern concept is the fundamental assumption of financial reputing. An entity
considered a going concern if the businesses entity is capable of earning a redsgnable net
income and there is the near future. When financial statements are not pr @on a going
concern basis it would not disclosed the fact together with the basis @h it was prepared

and the reason with the entity is not regarded as going concern. %

It must be noted that accountant use going concern conc ecide what type of recording
should appear on financial statements. i.e the s r%@ﬁnancial information for decision
making. As many organization that strict iflg concern may defer reporting long term
assets at current value or liquidatin.g @ut rather at cost. A company remains going

concern when the sales of assets d \npair its ability to continue*!.

Accountant who view an o@%n is going concern concept generally believe a firm uses
its asset and does not havesto liquidate anything. Sometimes, accountant may employ going
concept to det@ s company should proceed with any sales of assets, reduction of
expenses %éft to other products. Also going concern concept is always conscious of what

shouﬁ@disclosed on the financial statement which is the guide for decision making body.

The relevancy of the going concern concept is that if not properly used the organization can

go bankrupt and there are number of quantifiable measurable indicators that auditor can sue
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to measure going concern concept and organization with low liquidity ratio, high employee

turnover or decreasing market share.

Consistency concept is concerned about using a specific accounting method that it should
continue using it, in doing so financial statement prepared for many periods could be easy for
comparism. This concept help in decision making immensely as the decision rne it to
compare the past records with the current records. It also facilitates identi@g of area of
weakness and influence the need to make decisions to prevent fut@currences of areas

where successes have not been recorded in the financial statemen$

This concept too will help the decision maker to see the%r;s of the past activities of the
organization on yearly basis and then do comparis€ Qow the areas of weakness and later
take a decision on how to improve on the are weaknesses for a better future. There are
many concepts professionals in accounti k to help them provide the best services to their
[ ]
client, whether professionals or bu@s, some of the most common concepts includes:
R\
Various Types of Accounti ncept
Historical Cost Con t,goney Measurement Concept, Going Concern Concept ,Double -

Entry Concept,The,Accrual Concept, The Periodicity Concept., Realization Concept

2.2.3.1 '@usiness Entity Concept

The business is treated as an entity completely separate from the owner. The accounting
system deals with economic activities of the business entity, rather than that of the owners or
other that associate with it*2. Under a business entity concept a business is treated as separate

from its owners, business and owners are two independent entities because business too is
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considered as an artificial person. If the owner invests money in the business it will be treated
as liability for the business. However if the owner takes out some money from the business
for personal use, it will be considered drawings, therefore the assets and liabilities of a
business are the business assets and liabilities and not the owners .A business financial
obligations are different from that are different from that of the owners. The busi entity
concept applies to partnership, small enterprises and large enterprises. (i/@e business
entity concept, business and owners are also treated as separate cntities while recording
transactions. It must be noted that assets, liabilities, income, Q, etc. belong to the
business and not the owner. Book of accounts are prepare he outcome of the business
not the owner. Business Entity Concept is needed for \Q’Qus purpose like as determining the

individual financial position of the business ap‘c@mparison between various businesses.

This concept is also helpful when it comes\ g taxes, it will be easy and beneficial to file
taxes when personal finances are not&@d in the business finances.

Business Entity Concept is also ful when it comes to dissolving the firm and repayment
is to be done among di@areholders, debenture holders and the owners. Owners entity
also gets calculate@y when personal finances are not entangled with business finances. It
is also signi aghgecause it helps to prevent entanglement of personal finances and business
ﬁnance%%ase the owner withdraw any amount from the business for personal use i.e.
drawing, the owner will be accountable and answerable for the use of such finances and also

held responsible for diversion of funds.

However small business especially sole proprietorship and partnership, the line between

personal and business transaction can be blurred out. The business entity concept may be
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difficult to apply when personal and business assets are involved. The concept of a business
entity might not be fully accounted for intangible assets, such as brand value, human capital,

and intellectual property which can be crucial contributors.

2.2.3.2 Money Measurement Concept QQ\

Money measurement concept is one of accounting concept according Qgelhpany should
record only those events or transactions in its financial statement @can be measured in
terms of money and where assigning the monetary value to @%ction is not possible. It
will not be recorded in the financial statement it means thatonly those transactions and event

are record in the bank which can be measure in m% term.

Monetary concept is an important accoub\\@concept that is based on the theory that a
company should be recording only d@nsactions be measured in terms of money;, it is
important to note that local cu&e%&nonetary unit of measure. Using this principle a fact or
.
a happening or event w 't@mot be expressed in terms of money is not recorded in the
accounting books. % s not acceptable to record such as non-quantifiable items as
employee skill levels or the quality of great customer service. One of the basic principles in
historical% of accounting is the measuring unit principle or stable measuring unit

assu%pgon. The unit of measure in accounting should be the base money unit of the most

relevant currency.

The principle also assumes the unit of measure is stable that is changes in its general

purchasing power are not considered sufficiently important to require adjustment to the basic
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financial statement. The inflation which occurs over the passage of time is not considered
only these are considered which can be measured in the term of money or which are financial

in nature.

Money measurement concept can be define as the concept under which the businesses need
to record only those transaction that can be only be expressed in term of m@doney
measurement concept undertakes only qualitative transactions and not Qua tive ones.

Qualitative transaction never gets reward in the books of account an@ ever get reflected

in financial statement*3. %

Quantitative transactions can be defined or can be said to a direct effect on the business
whereas qualitative transactions have an indi idBQeffect on the business. Money
measurement concept creates a single %or or the purpose of measurement of
performance namely money. This conge %rd only monetary transactions i.e. transaction
that can be experienced in term of @ like cash purchase, asset sold for cash or on credit,
salaries, rent, shares so on’ & concept does not record that transaction that cannot be

expressed in terms of ﬂs@ like employee skill level, product durability, the efficiency of

administrative @}&%

Money n%@ement concept states that concept that businesses should only record
trans’&&t/&s that can be expressed in monetary transaction activities and events that cannot be
ascribed a current monetary value must be excluded from the financial statement. Precisely it
is accounting principle that ensures that only transactions with a current value are recorded.
The concept may be define as a core accounting principle that requires business to only

record transactions if they can be quantified in money. This simply means that any events
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which cannot be directly expressed as a monetary value such as goodwill should not be
recorded in the financial statements instead things such as ( sales to customers purchases
from suppliers and taxes paid to the government are recorded because they can be directly
expressed as money). There are many characteristics of this principle that have helped toward
preparation of financial reporting and also in accounting foundation. The pri allow

businesses to record transactions if they can be quantified in money, th results in

Money measurement concept allows easy comparison@h ferent assets, liabilities and

reported financials that are objective consistent and reliable.

Significance of Money Measurement Concept

transactions. This keeps shareholder in making d i@ The concept money measurement

facilitates auditing records and can easily cr@c ed and validated. This concept does not

record those transactions that cannot %ressed in terms of money. The concept also
[ ]

records only monetary transactiong@he concepts also create a single denominator for the

purpose of measurement of ﬁ@mance like money.
Limitations of Mone }bsurement Concept

This concept o®y measurement concept ignores non-monetary factors such as employee
satisfacti nd value, and environmental impact which can be crucial indicators of a
comp&y%shealth. Also assigning money values to certain items, like good will or intellectual
property, can involve subjective judgment potentially leading to inconsistency. The concept

also overlooks quantitative aspects that would impact an organization in long term planning

Money measurement principles and characteristics
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There are several key characteristics and implications of money measurement principle that
have helped make it a foundation of accounting and financial reporting,. As previously
discussed one of the most important characteristic is that it only allows businesses to records

transaction if they can be quantified in money. This result in reported financial that are

objective, consistent, comparable and reliable*. Q\

The basic unit of measurement in accounting is money. Entries in the book o@usiness are

restricted to that transaction which can measure in terms of money. 6\

2.2.3.3 Historical cost concept Q s

The historical concept cost principle is a conservative acc@ng principle that stipulates that
the recording of asset value on company statemen%%nancial position must be same as the
original first at the data of purchase. In otlb\(@s, the original cost price will be recorded
when documenting asset value. The his&al cost principle is one of the generally accepted
accounting principle (GAAP) %é?u\lating the complexities, legalities and details of
corporate and business acc@. To understand the historical cost concept, it is essential to
understand that other fac like inflation depreciation and market value do not reflect in the
cost concepts. '@/&a asset historical price remains strictly its original price. The historical
cost princ}s metimes called the cost principle implies that asset values or statement of
ﬁnar)%gbsition must reflect the original lost price and this does not consider factors like
depreciation and value increments over time resulting from inflation. As such not all asset
categories can be recorded at historical cost. Marketable securities are not recorded at
historical concept e.g, preference, shares, bonds and stock this is because they are highly

liquid asset®.
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Historical cost concept is a strategy used in accounting that values assets at their original
cost, here are some highlighted advantages for using historical cost concept; it provides an
objective and reliable information, the use of this concept maintains the objectivity of
accounting information. The amounts stated in financial statements are not clouded with
subjective increase and decreases in values. There’s no room for data manipulati ecause
there is always an objective basis of recording business transaction. TC@orical cost
concept also enhances reliability of accounting information, repo amount are easily
G

verifiable; one can simply go back to source document of the transaction such as

invoice, official receipt and so on to verify the accuracy. QQ

With the application of this concept we don’t reco nisQ?e increase and decrease in value of

the asset but the value of the original cost is congidesed under the concept of accounting

It is also important to note that this ar@orded in the statement of financial position on
historical cost instead they are @ented at their fair market values as this measure

accurately represents their';?&%{ive value. Fair value and historical cost need to be
explained. QQ
Fair value ot@nown as fair market value, is an asset current market value,

considerir%él time market conditions. In other terms fair value is the price that an asset
wou%g/for in a competitive and open market where both parties, sellers and buyers have
opt data on important market facts, where both parties have sample time to complete the deal.
As both parties are under no compulsion to complete the deal. The prices are mutually agreed
fair market value is a measure to determine the amount of money or cash flow that could be

generated from the sales of asset in the future. As such fair market value is never fixed
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instead it charges to reflect market conditions when pitted against historical cost i.e. original

price, it becomes possible to asses an asset market performance over time.

If the asset historical price stays higher than the fair market value, the market is on a
downward trend on the other hand, if the assets fair market value is higher than its historical
price, the market is on an upward trend, in other words it means that the assQ%.\e has

appreciated*®. < 0

Asset and expenses are to be recorded at the exchange price i.e. the @id or to be paid to
acquire it. Accounting does not consider the Financial Accgﬁ%nformation value asset
the buyer, irrespective of the

rather, tries asset is recorded at the price actually pai

Financial Accounting Information value. &Q
2.2.3.5Going Concern Concept @

The going concern concept assumes’%& business entity wills being existence for as it is

reasonable to foresee. The ﬁnané\statemen‘ts are prepared on the assumption that there is
[ ]

no intention or necessa@uate or reduce significantly the scale of operation. Where the

assumption hold no more the realization values (or liquidation values) will then replace the

historical cost @value‘”.

This is @ept of accounting term for a company that has the resources needed to continue
oper}ﬁé identifying indefinitely until it provides evidence to the contrary. This makes
enough money to stay afloat or to avoid bankrupt. If a business is not going concern concept,
it means it’s gone bankrupt and its assets may be liquidated. However, going concern can be

define as an accounting that is financial stable enough to meet its obligation and continue its
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business for the foreseeable future, certain expenses report, if a company is assumed to be a
going concern. If a company is no longer a going concern it must start reporting certain
information on its financial statement. Negative trends that lead to no longer being a going
concern include denial of credit, continued losses and lawsuits. An auditor can give a going
concern opinion when they have doubt about the financial longevity of Q‘A{npany.
Understanding going concern concepts, accountants use going concern pr@ to decide
what type of reporting should appear on financial statement, co ies that are going

concern may defer reporting at current value or liquidating @ ut rather a lost. A

company remain a going concern when the sales of a @ not impair its ability to

continue operation such as the choosing of a small bra@o fice that re assigns the employee
to other department with the company as a goi cern generally believe a firm uses its
asset wisely and does not have to liquid@hing. Accountant may also employ going
concern principle to determine hm&s){,\w pany should proceed with any sales of asset
reduction of shifts to other .p@ Going concern is not included in the included in the

generally accounting prinei ut it included in generally accepted auditing standard®’.

The going conce t\\&nmodates the bifurcation of assets and liabilities as short-term period,
aid’l

say 12 mon%

compa % it will continue to function in the future. From the buyers perspective, a going

ong-term, usually more than 12months, also ingraining confidence in the

concern businesses indicate that it has the finances to continue trading for at least 12months,
is unlikely to take any insolvency proceedings in the near future and has the financial records

demonstrating its solvency over the next year.
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The going concern concept principle assumes that any organization will continue to operate
its business for the foreseeable future. The principle purports that every decision in a
company is taken with the objective in mind of running the business rather than that of
liquidating it. Going concern concept also ensures financial stability, accurate valuation that
facilitate in asset and liability valuation. It also help to determines a companyzs, ability to
make enough money to avoid bankruptcy and stay at loss. Besides t g concern
concept make the financial statement to be prepared at cost and not dn\the basis of current
market value and in such case if the company in an event of dgquidation will have assets
valued at the market value, and as such, these value different from the value
determined at cost. Precisely the going concern concep@ects financial statements in several
ways for example it allows companies to spre%@fbcost of an assets over its useful life.
Going concern concept is one of the twelv@b{g)unting principle that is accepted by GAAP.
This principle shows that a business .w@ntinue to operate unless evidences are produced.

Also the going concern con@not included in the GAPP, but it is included in the

generally accepted acc@andardS(GAAS).

When going conea\Q\ksumption are appropriate asset and liabilities recorded based on the
ability to re 'zgdasset and discharge liabilities. For the factual accuracy of going concern
concep fé important that business is able to meet the following metrics. The business
shou}(e able to generate profit since it will ensure that business continue to operate for at
least minimum of one year. The legal and statutory guidelines must remain the same so that

the business model can continue to operate as it is, another important point is that the
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consumers must be interested in the consumers and goods offered by the business will

continue to offer its services and goods for at least the coming 12 months.

Another disadvantages going concern concept is that since the financial statement are
calculated based on the going concern concept bases, it can be misleading for stalk
holders .For example any charges in law may impact the business and in sucQ\ose the
going concern concept may not be viable for the company, this re@/@immediate

corrections in recording financial transactions. 6\

Moreover, the financial statement are prepared n cost basis imsteadof mark to market basis,
in the event of liquidation of company the numbers diffestically from the one prepared
under cost basis when financial statements are dra I%Qark to market basis, if the business
is being shutdown and financial statement are n on going concern basis the information

might not be correct and may mislead t@k holders.

Implication of Going Concern (&Fc%t

If a company receives n@ve audit and may not be a going concern there are several
implication. First the &pany will now be seen as declining investment opportunities,
companies that re,\t' going concern represents a significantly high level of risk compared to
other co s, if a company may be revalued the request of investor’s shareholders, or the
boarMus relation may be used to price the company for acquisition or to be seeking out a
private investor®. There are often certain accounting measures that must be taken to write

down the value of the company on the business financial reports. One of the repercussions of

not being a going concern is potential credit challenge. If a company is unable to meet debt
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covenants. It debt may be callable, new lenders will likely be reluctant to issue new credit or
any new credit issue will be prohibitively expensive. This credit crunch may trickle down to

suppliers who may be unwilling to sell raw materials or investors good on credit

Going concern is often good as it means a company is more wildly than not to survive for the
next one year, when a company does not meet the going concern criteria; it @\that a

company may not have the resources needed to operate over the next 12mo<thg

Going concern is also important because it is a signal of trust abo tgevity and failure
of a company. Without it, businesses would not offer nearly @%mredit sales as supplier;
vendors and other companies will survive. Also if the @any is not going concern that
means there is a risk the company may not su \%Q management may be required to
disclose the facts and to provide the re gbv y they may not be a going concern.
Management must also identify the lzasisx\hich the financial statements are prepared and

N

often disclose as these financial rep&ﬁg\/ith an audit report with a going concern opinion

Q

[ ]
Going concern condition @ting standards try to determine what a company should

disclose on it ﬁnanc@ments, if there are doubts about its ability to continue as going

concern. it is < fg\%t

statement be prepared and what is should reveal and the conclusion it should support

t accounting standard board always determine how the financial

the fwg&ubstantial doubt that it can continue as a going concern. Statement should also

show management interpretation of the condition and management future plans.

Red flags indicating a business is not going concern, certain red flag may appear on financial

statement that may indicate that a business will not be going concern in the future. Listing of
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long term asset on statement of financial position, listing the value of long term assets may
indicate a company plans to sell these assets. A firm inability to meet its obligations without
substantial restructuring or selling of assets may also indicate it is going concern. If a

company acquires assets during a time of restructuring it may plan to resets them later.

Sometimes over time events are enough to cause a company to go bankrupt, co@\how a
single substantial lawsuit default on a loan or defective product can jeoparc(zc/g future of a
company. a company may not be a going concern based on the ﬁna@%sition on either it
income statement or statement of financial position. There are @ndicators that auditors
use to measure going concern concept, companies with uidity ratio, high employee

turnover or decreasing market share are more widely @ to be a going concern.

idb

This concept or method is book ke.e& or accounting which states that every financial

2.2.3.6 Double Entry Concept

transactions has equal and oppo%&cg\fect in at least two different accounts. It is used to
satisfy the accounting e ue&%e, asset = Liability + Equity and with double entry system
credits are offset by &as in a general ledger or T-account. Double entry refers to an
accounting conép/%h eby asset liabilities + ownership equity. In the double entry system;
transactio%é recorded in terms of doubts and credits. This method was developed in the

merés{t/ eriod of Europe to help rationalize.

Commercial transactions and make trade more efficient. The emergency of double entry has
been linked to the birth of capitalism. Understanding double entry in accounting a credit is in

an entry that increases a liability account or decreases an assets account, a debit is the
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opposite®!. It is entries that increase an asset account or decrease a liability account. In the
double entry accounting system transactions are recorded in terms of debit and credit. Since a
debit in one account offset accredit in anther, the sum of all debit must equal the sum ofall
credits. The concept standardizes the accounting process and improves the accuracy of
prepared financial statement and allowing for improved detection of errors. pe of

businesses account are recorded as either a debit or credit precisely all ﬁn@ansactions

must be treated twice. :’\

It is important to note that book keeping are ways of %uring, recording and
communicating a firm financial information. A business t Qyn is an economic event that
is recorded for accounting. While book keeping p s in general terms is a business
interaction between economic entities such as ¢ ers and businesses or vendors under the

systematic process of accounting, there i@&;ons are generally classified into accounts.

R
There are seven different types of,é?\@mts that all business transactions can be classified.
Asset, Liabilities, Equitiest@venue, Expenses, Gains and Losses. Bookkeeping and
accountancy track chan s?each account as a company continues operation. Double entry
concept also h '@ﬁing to do with debit and credit in practice. Debit and Credit are
essential to the double entry system in accounting, a debit is referred to as an entry on the left
side{/&nt ledger and credit refers to an entry on the right side of the account ledger. To
be in balance total of debit and credit for the transactions must be same. Debit does not

always equate to increase and credit do not always equate to decrease.

A debit may increase one account while decreasing anther. For example a debit increase asset

accounts but decreases liability and equity accounts, which support the general accounting
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equation of asset i.e. Liability + Equity. On the statement of comprehensive income, debit
increases the balance in expenses and loss account while credit decrease their balance. Debit

decreases revenue account balance while credit increases their balances.

As this system was developed it has helped merchants and bankers immensely to understand
cost incurred and the profit realized. Some scholars argued that double entry acQAt\g was
a key calculative technology responsible for the birth of capitalism. Bfit Daccounting
equation forms the foundation of double entry accounting and is a c@\epresentation ofa
concept that expands into the complex, expanded and multi-iterr%lay of the statement of
financial position which is based on the double entry acc@ system where total assets of

the company are equal to the total liabilities that prov@formation’s for decision making.

It is believed that for every outgoing there\ib nefit. Two account are involved when a
business transaction take place. For exwe in the purchase of goods, stock is increased

while cash is reduced. When work@nunera‘uons are paid, cash is reduced while workers

services are received>. @
2.2.3.7 The Accrual Q}

Account withi@iness are significant processes that help to ensure the company financial
statement perly reflect its financial health following the accrual concept means
trans}c(ions are recorded even it payment for certain service are not been fully paid. In this
note the researcher will give a detailed analysis of the accrual concept in accounting. Its

importance, examples and journal entries and how it differs from the matching concept.
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The accrual concept is the recording of expenses or revenue that has been incurred or earned
but still has not been recorded in the financial statement of the business. Accrual Is the
business can include different transactions such as expenses incurred but not yet paid or
unpaid invoice for any service provided. In accounting the accrual concept is understood as

journal entries, helpful at recognizing expenses and revenue that are consumeQ“*earned

respectively. In this case, amount are either not fully paid out or received by(@n.

The accrual concept in businesses is very important especially @S\creating financial
statement as per the accrual basis of entry book keeping proc%ny accrual expenses is

considered the liability i\of the firm and accrual revenue i ered business asset.

Further more understanding accrual concept is im ot@or various reasons especially since
it helps in the accurate preparation of fi %&atemen‘[s. Here are some significance of
accrual in accounting. The performflnc }Businesses is made easy to be assessed more
accurately due to the application o&@bal concept. This is because accrual are portrayed in
financial statements that indi %e financial health of the company, this happens due to the
availability of infoma@de on accounts payable and receivable. Instant portrayed of
where money i '@@sﬁom and going out is expected in future reports making performance
assessment @r easy planning fire financial, accrual accounting is important as it is
impl%@ in the business in real time, making it easy for management too have a detailed
overview of finances. It also allows the accountants to access progress from previous
financial years and compare it with the present to plan for the future on an appropriate budget.
When accrual accounting is implemented in accompany it depicts a more accurate position of

business finances. As doubt and income of the firm are properly outlined it helps the firm
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manage its financial per business activity patterns. The accrual method uses the matching
principle method an important factor in business accounting; in this case expenses and
revenue are reported in the same period and are matched to determine the profit on losses of

the financial period>*.

The concept requires that cost should be recognized as expenses in the peri@which
revenue is realized. Where certain cost in a particular period is differing fdr Qnition toa

future period the income generated by incurring such cost must alsé&fered to the same
future period. If certain units of a product are sold in the current %nd their slave value is

recognized as revenue in the current year the cost of ring those units should be

&
2.2.3.8 The periodicity concept rb
O

The activities of a business are a contis@s flow, hence the result of the business operation

recognized as expense in the current year>>.

can only be known with certaint%&hca\the businesses come to an end. Thus in the financial
statements of a business w%%e all that useful if they are prepared once in the life of the
business that is when, th siness is wound-up. As a result of this the entire life business
divided into sn@s called Accounting periods. The accounting period is usually of one
year or tw onths. Any 12 months period selected by a business for its annual reporting
is caﬂild%e fiscal year. Businesses should report their financial position, result of operations
and cash flows at regular time interval. These intervals are usually monthly, quarterly
annually. As regular financial reporting can help a company monitor actual results against

budgeted once and it may take action to correct issues n s timely basis.
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Here is the importance of periodicity assumption, it provides a framework for the timing of
financial accounting and reporting. This ensures the accuracy and timeliness of the
information, it also allows businesses to compare their actual financial results to their
budgeted results and take connective action if necessary. The concept is also important
because it allows businesses to categorize their transactions into distinct period pftime. The

assumption is necessary in order for business to generate accurate financial @nt.

The time period assumptions allow firms operating and economic acfi &to be divided into
discrete period of time. The assumptions allow businesses to @decision by analyzing
their financial statements on a period by period basis. Al sumption allows businesses
to generate accurate financial statement that can be to informed decisions about their
finances. The periodicity assumption is also n@ry in order for the business to comply
with generally accepted accounting prin: %AAP), GAAP requires businesses to divide
their financial activities into distiri\.c(%q,\%

i
od of time in order to generate accurate financial

statements™’ o QI
N

2.2.3.9 Realization coneep

This concept s@revenue is considered as earned or realized only when goods have
been transisé the services have been rendered to a customer, in accordance with the legal

prin&gl)gf transfer of title>®.

In applying the aforementioned rules when recording an entity financial transaction however

there are certain accepted principle that must be applied in their usage in order to ensure that
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the financial statement prepared from the records are more meaningful and objective so that

the users of such financial statement can place much reliance on them.

Realization concept determines wen goods sent on credit to customers are to be included in
the sales figure, for the purpose of computing the profit or loss for the accounting period.
However which of the following trends to be used in practice to determine whenQﬁlude a
transaction in the sales figure for the period, it becomes necessary when(goods’ have been

dispatched, invoiced, delivered and when the payment has been mad@fg‘l\e sales®’.

2.2.3.9.1 Realization Principle Q E

The realization principle is a revenue recognition prin® that states that the income or
revenue is recognized only when earned. The com@’bs reasonably certain that the payment
against the same will be received from the \x@n It generally occurs when the underlying

goods are delivered risk and reward transferred or income gets due, irrespective of

whether the amount is received o&ﬁp

. A
The realization princip%@\with revenue recognition i.e. profit should be realized when
good are transferrgd&he realization principle does not associate with a cash receipt i.e.

[ ]
income to be re@%ﬁ or revenue is to recognize when if the cash is not received for example,

revenue ¢ e recognized if the advance is received but good are not transferred. It is to

be re}av%zed only when goods are delivered.
2.2.3.9.2 Importance of Realization Concept

This concept ensure a true and fair view of the account as profit is to be realized and

recognized only when the seller transfer risk and rewards.
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Another important fact about the realization concept is that the risk could be minimized the
realization principle. Also time revenue earned during the year is given importance and
recognition instead of revenue collection. It also provides solutions for all types of revenue
recognition based on the type of revenue and gives importance of legal ownership which is

acceptable and enforceable and enforceable by law™. Q\

Realization concepts also have its merit in practice because the co@e}@give more
importance to the recognition revenue and this is commonly f@/&d in a business’s
organization as per the accrued system of accounting all over @)rld. It also guides the
accounting process and recognition of revenue and throu@gaﬁon principle the inflation
of revenue and profit can be control so as to inﬂuenc;be rue and fewer view which is better

to reflect in realization concept. rb
2.2.3.10. The Concept of Accounting Iu@tion

Accounting information refers Q{{(e?o}rt or relevant financial information regarding the
economic activities of an o " ﬁation or unit to users. Accounting information developed as
far back as 4500 B.C Q stewardship accounting information, they were able to plan their
stock and wea@ ng of financial records of wages, taxes due of trade by barter and
early 19t ry when the Greeks and Romans developed a better and financial book
keep'&%/%to the repent day when machines are used in the accounting process®’. Financial
Accounting Information has since received remarkable improvement with the increase in
demand, for information in planning and decision making result from changing environment
has always brought about changes in accounting. Information made of what is accepted as

accounting today would not have been recognized as such 50 years ago. With the
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development in accounting information, quantitative methods and behavioral has affected

radically the environment in which accounting operates today®'.

Accounting is moving away from the procedure base encompassing record keeping and such

related work as the preparation of a budget and final accounts towards the adoption of a role

which emphasizes social importance. Q\

Accounting Information are financial position statements and other ra{&s»pplied by the

accountant who shows the true and Financial Accounting Inform§ ancial position of

the economic activities of the organization. Q

Accounting Information includes the statement of ﬁnanc@osition, comprehensive income

statements accountant's cash flow statements. St%}"@wt of financial position according to

move Gautier and under - down is the stat%fa’ﬁnancial position that lists the accounting

period it provides a measure of the capj@qvested by the owners in company or business. It

is also made up of four main sec@%t fixed assets. A current asset, capital and liabilities.
.

This classification simpliﬁe&%\cial analysis of business®!.

Trading account, cor% nsive income statement shows the profitability of the business, it
also shows the :\t' of economic activities that took place during the preceding accounting
period an t derivable form such economic activities. It shows the gross profit as well as
the rk\yroﬁt of the organization within the accounting period. Gross profit is the sum of

sales less the cost of goods sold.

Cash flow statement is a statement that shows the cash movement in transaction engaged in

by the firm for a particular period usually one year; the cash flow statement was introduced
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to replace the fund flow statement to make it easier for users of financial statement to relate
cash availability and profit over a given period. We have two methods of calculating the cash

flow in a firm, they are: Direct and indirect methods.

The statement of financial position, comprehensive income statement and cash flow

statement together constitute the financial statement of an organization. Q\

2.2.4 Changes in Accounting Information EQ

As world develop the need for information in those envir nts changes. For example,
counting with tokens met the needs of a hunter-gathertio;ety but does not meet the needs
of a society that can move funds wirelessly ar@ the globe in an instant. Researcher

described the emergence of economic en ents and how they altered the demand for

information®?. *

The first world described by, E&Q’and Jacobson is the hunter-gatherer world. In this world,
members of a tribe set@%eglons that provided game and wild vegetables. Information
consisted of techm@owledge about making tools, how to hunt, etc., and was presumably
passed down_ fi generatlon to generation in an informal setting. The agricultural world
followe@v ich farming became the predominant occupation. Some Scholars describe the
deve ent of seals or tokens that were used as a method of redistributing agricultural
surplus. Written communication permitted the transfer of information, such as the knowledge
of seasons and technology, which resulted in increased productivity®'. The surplus from

agricultural productivity aided the development of commerce, social organizations, and
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government that could not function without a system of measurement and records . This led
to the rise of scribes and stewards who kept records for religious organizations and manors to
ensure they were running efficiently. Pacioli also developed double-entry bookkeeping

during this world®?.

The development of machines created production surplus and is a key charactQu f the
industrial age. As enterprises grew in size, ‘“‘corporate’ organizations devel@hich led to

a separation between owners and the managers. 6\

An essential part of the industrial age was long-lived factori ﬁtinery, and equipment.
Historical cost accounting provided a reliable measure o assets that were held for long
periods of time. Performance measurement duri ﬂb dustrial age was dependent on the
delivery of goods, not payment of services. %gbt e focus of accounting was the allocation,

N

or matching, of costs with revenues, %re is convincing evidence that the accounting

information supplied to decision \in the information world is not meeting their needs.

Q

In 1991, Elliott called for@ asure of rates of change and improved off-statement of

financial position di% s in order to meet user needs.
lle

In 1992, he again for internal and external accounting to change in light of the post-
industrial , in order to support the decision-making of management and third party
userNe Association for Investment Management and Research (AIMR) report, Financial
Reporting in the 1990s and Beyond, presented the financial analysts’ call for more current

value measurements. The Jenkins Committee Report also called for enhanced transparency in

the financial statements.
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According to Kuhn’s framework, the change in accounting information will follow a series of
identifiable steps. First is the recognition of anomalies. The anomalies in financial reporting
were spurred on by a change in the economic environment and lack of change in the existing

accounting paradigm. Dissatisfaction with the existing theoretical framework led to the

development of new ideas about how to address the shortcomings®®. Over time school
of thought has emerged from these ideas. The emergence is of such signefi that it is
transforming the old paradigm into a new paradigm of thought. Be the old paradigm

was ingrained over decades, we are now in a period of resis% 0 the new school of
thought. Kuhn notes that acceptance of the new paradi ake time, ““Its assimilation
requires the reconstruction of prior theory and the ree@atlon of prior fact, an intrinsically

revolutionary process that is seldom completed b &le man and never overnight.

During the period of change, standards @n conflict with each other. Kuhn states that,

[ ]
“During the transition period there\@"b

problems that can be solvedb@ld and by the new paradigm. But there will be a decisive

large but never complete overlap between the

difference in the mode@l\ution” . As a social science, changes in accounting have the
added dimension-@an behaviors that interact with the accounting change. Much of the
debate in % te€ integrates the behavioral dimension, and rightfully so. Although
accoum@ust respond to the changes in the economic environment, it cannot control the
behaviors of individuals within the practice, no more than it can control the economic

environment. Both are unpredictable®’.
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2.2.5 Accounting Standards

Standard is an agreed upon criteria of what is preferred in practice. It is a basis for
compression and judgment in a point of departure when variation is flush viable by the

circumstances and reported as such standard are not accidental but written financed in origin

it does follows code of best practice. Q\

The Financial Accounting in Nigeria is guided by the standard issued Q@a Accounting

Standard Board. (NASB).The accounting concepts and co

foregoing pages are the core elements in the theory of accounting. Fhese principles, however,

discussed in the

permit a variety of alternative practices to co-exist. On a(@t of this the financial results of
different companies cannot be compared and ev un‘@nless full information is available
about the accounting methods which haye used. The lack of uniformity among
accounting practices have made it dif] }[o compare the financial results of different
.
companies. It means that there sthg\Iot be too much discretion to companies and their
accountants to present ﬁn’a@%nformation the way they like. In other words, the
information contained\@ancial statements should conform to carefully considered
standards. Obvi 'l%g,%;counting standards are needed to provide a basic framework for
preparing ﬁ@:ia statements to be uniformly followed by all business enterprises, make the
ﬁna&il ements of one firm comparable with the other firm and the financial statements
of one period with the financial statements of another period of the same firm, make the
financial statements credible and reliable, and create general sense of confidence among the

outside users of financial statements for decision making.

2.2.5.1 Relevance of Accounting Standards
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Accounting standard facilitates uniformity in financial reporting. These are set of guidelines
and rules that define how financial transaction should be recorded and reported, these
standard are necessary to ensure that financial statement relevant for decision making are
accurate, transparent and comparable. Without accounting standards, it would be difficult for

users especially investors, creditors and other stalk holders to evaluate the financi alth of

an organization. ( Q
To understand the accounting standards is necessary and essential @lxyone who want to

work in finance, accounting or business environment, standard%vides a framework for

financial reporting that is consistent across different co Q e$ of industries. However by
following these standards companies can ensure tha)&%ﬁ financial statements are accurate

and reliable which in turn helps to build trust wi estors and creditors.

Furthermore, the role of accounting stq@'s in financial reporting cannot be overstated,
8 \
these standards provides a com \Panguage for investors and creditors compare the

financial performance of difi %companies. Accounting Standards also help to promote

transparent and accounﬁs@?in financial reporting which is essential for maintaining public

trust in the ﬁna@:@ mo8,

It is also @rtant to note that accounting standards are developed by various bodies
inclm@w International Accounting Standard Board (IASB) and the Financial Accounting
Standard Board (FASB), these bodies work to establish generally accepted accounting

principles (GAAP) that are used by companies and the world.
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GAAP is the set of accounting principles that are used in the united states to ensure that
financial statement are accurate and reliable.it includes rules for financial reporting,
accounting for inventory, accounting for revenue and many other areas of reporting standard
(IFRS) are set of accounting standards that are used in many countries around the world.

They are developed by the IASB and are designed to provide common language ancial

reporting. ( Q
The IASB is an independent organization that is responsible for d ing and promoting

the use of IFRS. It works to develop accounting standards that ar% by companies and the

world. QQ

The FASB is a private, non-profit organizationi @ responsible for developing and

promoting the use of GAAP. It also works t at financial statements are accurate and

reliable and they provide relevant infom—@o users.

For the role of accounting stan%éain financial reporting is an essential aspect of any
business, it enables share-@% to make informed decisions about the company financial
health and also the fu ®ospect. The financial statements which includes the statement of
financial posi@o prehensive income statement, cash flow statement and more.
However %@s statement to be useful they must be adhere to certain standards so as to

prov@able information for the decision making.
2.2.6 Preparation and Presentation of Financial Statement

Financial Accounting refers to collecting, summarizing and presentation of the financial

information resulting from business transaction. It reports the operating profit and the value
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of the business to the shareholders. Financial accounting is used for reporting financial

transaction to stalk holders in a format that is acceptable and adaptable by all business.

It is important to note that financial accounting are prepared on the basis of accounting
concepts such as Accrual concept, Matching concept, Going concern concept, materiality

concept and more, all these concept must be followed in preparation of ﬁnanci@mﬁng

for better presentation. ‘ Q

The financial statement of all businesses in a particular country, @on must follow a
standard format and standard accounting principles to e essonsistency and help in
effective comparison of the financial statement and @nent of financial position of

different companies. &Q

The accounting principles that an orga 'z@follows depends on the regulatory and
reporting requirements of that country q&sudience to which a business caters. In Nigeria for
example companies follows acc%{?@}standards while companies in other nations follows
general accepted accounti%%ciple(GAAP) and companies with international exposure
follows international Qial Report Standard (IFRS). The standard issued by the various
boards not onl(.ags%t n organization in reporting the transaction correctly but also give

clariﬁcatig@: complex transaction faced by business’.
2.2.m‘esentati0n of Financial Statement and Financial Accounting

It is the reporting of transactions that have occurred during the financial period. A financial
period can be any period however,year-end financial statements are usually prepared for

12months. Different countries have their own accounting year for reporting, at the end of the
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said period the organization will present its financial statement also known as financial

reporting.

IASI also explained the presentation of financial statements, it also set out the overall
requirement for financial statement including how they should be structured the minimum
requirements for their context and overriding concepts such as going concem@ccmal
basis of accounting and current and non-current distribution. The st@/@requires a
complete set of financial statements to comprise a statement of ﬁnan@lp\sition, a statement

of comprehensive income, a statement of cash flows. %

This researcher work to explain the purpose for preparati presentation of the financial
statement that must be designed to meet the nee d@ users of the statements. It follows
that their preparation and presentation will,b {@uenced by the context in which they are
prepared. The type of the organizatio? ,w\'l,)%a significant factor for example, the account of
a small business operating as sola@&r may be prepared for use by only the owner of the

business, whereas the accou’r@ a PLC with a stock quotation will be made available to a

wide variety of users. QQ
2.2.7 Financia@}ﬁnt Analysis

This is th ess of analyzing data from a company’s financial documents and statements.
This\gp%ysis uses statement of financial position, the cash flow statements and
comprehensive income statement. Each of these offers insight into the business by referring
to different financial aspects, while some other focus on assets and liabilities, other focus on

the revenue generated by the business and the expenses incurred. The main purpose of
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financial analysis is to track the progress and performance of the business and evaluate its
financial health, financial analysis also helps to determine or measure the value of the

company there are many benefits for a business when using financial statement analysis.

Financial analysis can make of ratio analysis, which shows how data to other data. Financial
statement ratio use two or more lines from a financial statement to perform Q*enatical
calculation, some common ratio used in financial analysis include liquidity fratiosprofitability

ratio, leverage ratio, debt ratio and solvency ratio. 6\

Liquidity ration are used to show how liquid a business is, whether they are able to
quickly turn its assets into cash. These ratio show whethe@mpany can afford its expenses,
liquidity ration include the following, current rag@l coverage ratio, quick ration and
liquidity index. The current ratio is commo i0yused to determine this; the business refers
to the statement of financial pos1t10n fo \n‘rent asset and current liabilities. The current

ratio is found by dividing the num@urrent assets by the current liabilities.
The current ratio is = Curre@et/Current Liabilities

The result is to show, wQusmess can afford its expenses and pay off current liabilities with

its asset. (:\\'

Probabi@o show whether a business can generated a profit, these include the operating
proﬁMo, return on equity, gross profit ratio, can be calculated by dividing the profits by
sales leverage ratio to show whether a business relies on debt to cover operational costs. This
type of ratio includes debt to equity ratio, fix-change coverage and debt service coverage

ratio. The debt to equity ratio is calculated by dividing the total debt by the total equity.
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Furthermore, financial statement analysis covers company operational budget assets,
expenses, liabilities, earning and the net worth of liabilities and assets. Financial analysis is
what accountant and planners use to make decisions expansion, future planning, fundraising

and market launches among others. However there are bound to be some disadvantages too’!.

The importance of financial analysis lies in its ability to reveal earnings per ye@ies and
profits accrued. Through sales figures many vary, financial planner will be@ion to find
a correlative patter over a few year of sales data. The advantag@fg&nancial statement

analysis are huge for companies as it forecast a market life abou%r which is useful as it

a year and a need for new

products in a year. 'ZQ

Budget outline in real time, decision maki f@ planning the future, budget estimation,

corrective actions requires for efficient }ting and more such decisions are some of the
[ ]

aspects that add to the importan@ financial analysis also one of the advantages of

financial statement analysis at its reveals how much you can spend on marketing

campaigns, future expa?&nd requires for findings.

Demerit of ﬁ@tement analysis is based on the pattern of the market. A big
disadvant% financial statement analysis and use for making strategic decision is that it is
base cg/ﬁgures and data on current market conditions, which may fluctuate. Past
performance is a good indicator and motivator, it cannot, however guarantee fluctuations and
the future demands. A cautious approach is needed as part of the objectives of financial
analysis for the interpretation of financial ratio and statements to present excessive risk

taking based purely on forecasts. As the name suggest, the forecast and analysis are
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applicable at that time only. It does not reveal or compare the past performance or future
forecast at one glance. One will need to exercise caution by generating and reporting
continuously rather on a one-time basis, such extrapolation of data and financial analysis

undertaken frequently is crucial to the company’s health and decision making abilities’?.
2.2.8 Conceptual Framework of Accounting from Information Perspective Q\

This topic is to analyze the benefit of accounting regulation and a ¢ antga; framework

using an information economic approach that allows considerati n@ln ertainly, multiple
demands for information and multiple information sources. | %ws private information
to enter the analyses. The analyses lead to a set of -@ ental properties of financial
accounting information. It is argued that set of q I%Q characteristics typically contained
in conceptual frame work does not adequat gate the information demands of users of
financial accounting information for. e px, the IASB’S conceptual framework contains
the guidelines for the tradeoff betw&gq\levance and reliability, furthermore neutrality might
not be part of an optional regutation. The statistical bias introduced by the stewardship use of
financial accounting iﬁ@?ﬁon is not necessarily undesirable and will always remain
stewardship whi sﬁ&xracteristic of FAI that provides incentive for decision makers to act
in the desirgd\way. Financial Accounting Information is inherently late compared to other

¥o)

info@l source but influences and constrains the content of more timely sources.

This topic is to provide the growth of the modern accounting thinking model which started as
an accounting theory, at the beginning of the past years with an attempts to find roles or
foundations that lead to accounting applications and works to control and solve their

increasing problem from period to date. The main concerns is the enhancement of financial
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accounting information contains instead of the development of accounting theory, the study
aim to trace the course of the conceptual framework to evaluate the experience and also role
in standards, the researcher want to give answers about the effectiveness of the conceptual

framework presently and in the future of the joint framework.

Conceptual framework rules, GAAP FASB, IASB. These bodies provides rule aQ%ﬁlation
aimed in controlling how the businesses should operate. These factors to%t/gresulted in
accounting problems of corporate stock companies related toé&nanagement and
organization of management performance. In addition to the pro@of public companies in
accounting costs and their distributions leading to the Va ses in the past influence the
auditing profession played an active role and witne;§\n increase in demand, but it was
unable to address the current issues facing ses’>. One important thing about the
conceptual framework of accounting is cﬁines the objectives of financial accounting
information and the guidelines of .,\SH ncial accounting information, precisely defines
commonly used terms such.a@s and revenue and provides guidance about appropriate

accounting measurement @eporting.

Lastly, concep(ﬁ@ework is like constitution that leads the accounting system, the

conceptual @tework is made of three, the first level is presented the objectives of the
ﬁna@orﬁng, the second level is presented qualitative characteristics of financial

accounting information and the last one is the element of financial statement.

The conceptual framework also is the statement of generally accepted principles that form a
frame of reference for financial reporting. Here is the principle of conceptual framework, it

help to describe the basic concepts that underline the preparation and presentation of
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financial statement for users. It also serves as a guide to the board in developing future
IFRS’s and as a guide to resolving accounting issues that are not addressed directly in an
international accounting standards or international financial reporting standard or

interpretation.

In conclusion one should not forget that conceptual framework has an ad@e and
disadvantages’. ( Q

QO

23 Theoretical Review 6’6
QR

This is concerned with the fact that sup;@e theory or approach that was followed in this

[ ]
research work to explain existin \es nd to obtain a better understanding many people
p gp

believe theory does not exisbb&%ﬁ is not true as this topic will deal with how it works.

Theory as it applies Qcounting is the coherent set of hypothetical conceptual and
pragmatic prin@i} orming the general frame of reference for a field of inquiry. This
accounting @ry may be defined as a logical reasoning in the form of a set of broad
prinq{lg;

Accounting theory may also be used to explain existing practices to obtain better

understanding of them. But the most important goal of accounting theory should be to
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provide a coherent set of logical principles that form the general frame of reference for the

evaluation and development of sound knowledge.

This chapter relates to theories formulated to explain, predict and understand phenomena and
to challenge an existing knowledge within the limit of critical boundary assumptions. It
describes and introduces the theory that explains the essence of research p . The
researcher also strengthens the study through articulating the theoretical @/sgptions of a
research studies and it helps to address questions of why and Q’&It permits one to
intellectually transit from simply describing a phenomenon %has been observed to
generalizing various aspects of that phenomenon. Thi is made up of Decision

Making, Theory Classical Theory and Stakeholders T)SQ}

The theoretical framework will also discuss @approaches and Models.
2.3.1. Decision Making Theory Q}&C’

This theory was propo@obeﬂ A Phillips and James E Post. The theory is concerned
with making deqiﬂbased on assigning probabilities to various factors and assigning
numerous nsgqpénces to the outcome. There are three branches to decision theories,

Normat%@escriptive and Prescriptive theory”>.
2.3.1.}§0rmative Decision Theory

Normative decision theory is concerned with identification of optimal decisions, where

optimality is often determined by considering an ideal decision maker who is able to
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calculate with perfect accuracy and is in some sense fully rational which are relevant in

decision making process.

The study of judgment and decision making (JDM) is traditionally concerned with the
comparison of judgment to standard that allow evaluation of the judgment as better or worse.
The term judgment was used to include decisions, which judgment about th%. The
major standard came from probability theory, utility theory and s@/@ these are

mathematics theories or model that allow us to evaluate a judgment, They are called

normative because they are norms. %

One task of our field is to compare judgment to norrna@nodel, and look for systematic

deviation from the models. These are called bias;z t@niases are found there should be a

reason. If biases are found then understandi explaining them by making descriptive

model or theories with normative and @tive model in hand, the prescription for such
o \

correction is called prescriptive mq@

Object they like less in o@ order wasting. This is a bias away from a very simple

normative rule, whic@atever yields the best consequences in the future.” A prescriptive
model may co@

The appliv@ of normative theory to the case at hand may be challenged. A critic may look

hing more than some instruction about such a rule.

for s\@e advantages within the context cost which might outweigh the obvious
disadvantages within the context of normative models. In other cases, the normative model
are challenged, the facts that theories and claims are challenged does not imply that they are

impossible to make. In the long run, just as scientific theories becomes more believable after
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they are corrected and improved in response to challenges so too may normative models be

strengthened’®.
2.3.1.2 Descriptive Decision Theory

Descriptive decision theory analyzes how individual actually make the decision t &ey do.
It is a fact that descriptive theory is also concerned with describing observed ur often

under the assumption that those making decision are behaving under SOK&lﬂS ent rules.

Descriptive decision theory is concerned with characteristics an ining regularities in
the choices that people are disposed to make. It is standa@di tinguished from parallel
enterprises. Much work in this area has been devoted in building and testing of formal

model that aim to improve on the descriptive adeqbgb(nown as subjective expected utility.

The canonical theory of choice subjective @ted utility owes its inception to the work of
savage, building on previous contrl @by some researchers. It offers a homogenous
treatment of both decision unde@k situation which the decision maker has knowledge of,
or holds firms beliefs r the objective probabilities of all events pertinent to the
success of his or h actions, decision under uncertainty which he or she does not .
associating w1® possible consequences of the acts available to them two numerical
quantitiesfb ility corresponding to the degree of confidence in the occurrence of the
outco\W given the performance of the act, which may or may not be given by a
corresponding assessment of objective probabilities; being such that their preference between
acts and hence their disposition to choose certain acts over there are determine by these

quantities in such a way that acts are ranked by their subjective expected utility”’.

101



A number of important formal results known as representations theorem shows that this
claim can be derived from set of prima facie plausible general principle aka “’ postulates or
axioms”, pertaining to the agent preference over act. Furthermore not only are these axioms

to derive subject expected utility claim but a significant proper sub set of them also turn out

to be. Q\
2.3.1.3 Prescriptive Theory < 0

Prescriptive decision theory is concerned with describing observed b s thought and the

use of conceptual model under assumption that those maki@deﬁon are behaving under

some consistent rule. Q

Prescriptive theory is also concerned with how pe@ organization should make decisions

i.e. the decision analysis and is aimed at@ tools to help people in making effective
decision’. 5&

However the theory is capable t%{&p the team making decision immensely concerning the
behaviour required an §®res to follow. The theory will also help with predictions about
behaviour that pos1t cision theory produces to allow for further tests of the land of
decision mak1®t occur in corporate organization. In the recent time there has been

increasingrjinterests by the researchers for the behavior decision theory that can also

contr\lhye a re-evaluation of what useful decision making required.
2.3.2 Stakeholder's Theory

Stakeholder theory promotes a practical, effective, and ethical way to manage organizations

in a highly complex and turbulent environment. It is a practical theory because all
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organizations and institutions have to manage stakeholders — especially when needed for
decision making. They are efficient because stakeholders are treated well tend to
reciprocatewith positive attitudes and behaviors towards the organization, such as sharing
valuable information. Providing appropriate decision for tax breaks or other incentives,
providing better financial terms or working hard and remaining loyal to the organization,

even during difficult times*°.

Scholars have defended stakeholder theory using a wide variety of@Nical perspectives,

including the principle of Financial Accounting Information a@gmaﬁsm. Stakeholder

(o

C)

theory suggests that "managing for stakeholders" involves ng to the interests and well-
being of these stakeholders, at a minimum. However’@uently other stakeholder groups are
included, such as communities, special interest% ironmental groups, the media, or even
society as a whole. Stakeholder theory pr p\\% that treating all stakeholders well creates a
sort of synergy. This last thought, th@ing stakeholder precepts is associated with both
good management and high iency, at this point is nearly irrefutable’”. Numerous
scholars have tested @ported this theory across a number of industries, in both
domestic and inter\\?("t*al organization, and in a variety of contexts for possible association
they could o&gm*naking effective decision when necessary. The theory became relevant in
this res@because in other to ensure behavioural pattern in the organization. It must first
come from stakeholders in the organization which include the workers, etc. Shareholders
must be first to display behavioural pattern while other shareholders follow. Following

behavioral pattern by stakeholders in an institution or organization brings about effectiveness

in decision making.
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2.3.3 Classical Theory

The purpose of financial Accounting data is the systematic provision of data about reporting
entities. This implies that such data should be useful as a guide to decision makers and users
of information. However usefulness of the perception of a user or homogenous group of
users but also of the environment in which the information will be used for@ﬁon. In
recognition of this problem, effort must be made to come up with an accou tiI@eory that is

general enough to provide assistance to decision makers. Instead mé&odels are based on

different assumption of users®’. %

Despite the differences in their orientation, the classical t@st are connected with designing

financial information which communicates pertingb rmation to set readers of FAI user.

However they differ in terms of what they c@nt i.e. pertinent information.

N\

The deductive concluded that incom surement using a single income valuation base

would meet the need of decisioQ‘aner. It was argued that current cost or value should
[ ]

adequately meet this need, Q’ﬂ%ﬁng their belief that only such valuation measures the true

income of an organization®!. This deductive theorist therefore is that user should seek current
price before gi‘(ﬁ/&m ation in making decision.

Inductive %§e other hand induce accounting principle from accounting practice, they
conchd%that the accounting endeavor to help the decision makers but, Ijiris argue that
accounting practice may be regarded as an financial performance measurement that should
not susceptible to manipulation by interested parties. He therefore rejected the continuous

recording of current values because they are predicted on hypothesis action of the entity and
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as such are not verifiable. The goal of the inductive theorist therefore was to rationalize or

perhaps justify major elements of extent accounting practice when decisionisto be made.
2.3.4 Financial Theories

Financial theories arealso relevant to decision making because these theories are thebuilding
strength and effective framework of today's corporate world. The essential buildinig squares
of finance theory establish the framework for some advanced devices utilized as a part of
regions such resource estimating and venture. Financial theorie @s; Ratio Analysis
Theory, Modern Portfolio Theory, and Equilibrium Th help a manager and

organization improve its operational processes. Q

2.3.4.1 Ratio Analysis Theory 6’6Q
O

Financial analysis and interpretation of Incb@atemen‘[s and statement of financial position
of a particular accounting period help®aly2ing and understanding a company’s financial

soundness, management, take pe@( action, and decisions in terms of present business. One
[ ]

important tool to deteﬁj@inancial analysis is Ratio Analysis. Ratio analysis is very

essential to build rehﬂion ip between two accounting figures to highlight the important
information to Qe)anagement and users. “The primary function of ratio analysis is not in
determini%%at is right or wrong, but is in identifying aspects of firm activity which do not
seem Yust right and consequently indicating areas for further study and synthesis”. It
facilitates the accounting information to be summarized and simplified in a required form
and highlights the interrelationship between facts and figures of various segments of the

business. It also helps eradication of waste and inefficiency from the organization activities.
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Ratios point out the firm’s liquidity position to meet its short-term obligations and long-term
solvency. Ratio analysis provides inter-firm comparison or comparison within us try averages
by comparing the firm’s ratios with those of other firms An inter-firm comparison exhibits
the firms' relative position via-a-via its competitors. If the comparison shows a variance, the
possible reasons of variations may be identified and if results are negative t “&ective
actions may be initiated immediately to bring them in line. However Ratio @s enables a
firm to take the time dimension into account. In other words, it facilitates\the management to
know whether the firm’s financial position is improving or deteg g or is constant over
the years by setting a trend with the help of ratios. The a th the help of ratio analysis
can know the direction of movement whether favoralQ\or unfavorable. An analysis of the

trend of strategic ratios may help the rnanager}g&nbthe task of planning, forecasting and
controlling®?. @

Therefore, ratio analysis involves@ stats of number (or items) out of financial
statements and forming ratios @lem, to enhance informed judgments and decisions.
2.34.2 Moderczgsﬁo Theory

Modern 10 theory allows investors to choose from a variety of investment options
consM of a single portfolio of earning maximum benefits and that too at a market risk
which is very lower than the various underlying investments or assets. The main idea of
modern portfolio theory says that the risk is undertaken and returns are linked directly which

means that in order to achieve the greater rate of expected returns, an investor must have to
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take a higher level of risk. Also the theory says that the overall of the portfolio having
sensitive’s can be reduced through the means of diversification. As a matter of fact modern

portfolio theory explained assumptions with its advantages and disadvantages.

Modern portfolio theory as it was developed is to explain what investment approach is all
about, the approach focuses on diversification and relationship between risk@etums

when constructing investment portfolio. ( Q

Modern portfolio theory also suggest that by combining asset wit ’\eﬂ risk and return,
characteristic, investors can optimize their portfolio to achievdﬁm expected return for
a given level of risk r minimizing risk for a desired leve@etum“. The efficient frontier a
key concept in Modern portfolio theory represen&@ of portfolio that offer the highest
expected return for a given level of expected 0 a given level of return, the theory also
explain Modern portfolio theory as an i éﬁng moved in which investor invest with the
motive of talking the minimum le\ggc-;‘risk and earning the maximum amount of return for

that level acquired risk. Thé@‘n portfolio theory is a helpful tool for the investor as it

helps than in decision thoosing the different types of investment for the purpose of the

diversification cf@vestment and then making one portfolio by considering all the

investments%

Accb;{i/%'to modern portfolio theory, all the investment that are selected are combined
together in a way that reduces the risk in a way that reduces the risk in the market through the
means of diversification and at the same time also generates a good return in the long term to
the investors and in case two different portfolio are given to the investors sharing the same

level of expected return, then the rational level of expected decision would be to choose the
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portfolio having lower total risk , even when though it is accepted widely all over the world
and also applied by different investment institutions but at the same time modern portfolio

theory also has it merit and demerit in practice when it is applied.
2.3.4.2 Equilibrium Theory

Equilibrium Theory attempt to explain the behaviour of supply and demand@%&ice ina
whole economy with several or many interesting markets by seeki ove that the
interaction of demand and supply will result in an overall general %m This theory is
also conscious of analysis of a specific part an economy 6$other factors are held
constant when taking financial decisions. Q

>

2.3.50ther Theories on decision making b
Other major theories of decision making thplicable to decision making

Satisficing Theory, Game Theory, Ségj@e Theory, Attribution Theory, Heuristic Theory,
&
O

2.3.5.1 G@heory

In ga}eﬁheory there is an understanding of choice between competing people in this, the

and Prospect Theory.

independent and competing factors are assessed while making any decision this provides

tools for analysis of situation in which people make independent decision. The independent
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helps players consider other players choices or strategies, thus helping them formulate their

strategies.

Games theory was pioneered by mathematicianswhich had a major influence on the
development of several branches of economics, overtime the impact of games theory
extended to other branches of the social studies. Games theory provides a foguage
for the representation and analysis of interactive situations that is situatiQs/Qere several
entities called players take actions that affect each author. The naté&\the players varies
depending on the context in which the gam theoretic languaﬁinvoked in evaluating
®

‘ efaction behavioral of homo

rational, rational man. Homo rational is the specie;@always act both purposefully and

manner. However game theories are concerned with t

logically has well define goals is motivated s y the desire approach those goals as a

closely as possible and has the calculating hhe required to do so®.

Game theory is divided into two n@’anches. The first is cooperative game theory, which
assumes that the player cah%nmunicate, from coalitions and sign binding, agreement.

Cooperative game theo\éx been used for example, to analyze voting behaviour and other

issues in politic{@ and related fields.

Non-coop;&%e game theory discussed that when the players are either unable to
com%g&te or are able to communicate sit cannot sign binding contracts. An example of
the latter situation is the interaction among firm in reach agreements concerning prices or

production quotas or other forms of collusive behaviour.

2.3.5.2 Heuristic Theory

109



There are efficient cognitive processes that ignore part of the information conscious or
unconscious because using heurist saves effort, the classical view has been that heuristic
decisions imply greater errors than rational decisions. Define by logic or statistical model,
due to heuristic, the decision maker would be able to make an effective decision in a novel
and short time processes that ignore part of the information conscious or “éQscious
because using heuristics saves effort the classical view has been that heuris’c/smn imply

greater errors than relational decisions define by logic statics model®¢ ’\

2.3.5.3 Prospect Theory %

This is theory of behaviour economics judgment and dec making that was developed to
facilitates decision making process and it contribu&s‘@ensely to the decision making. The
theory describe how individuals asses thf%% and gain perspective in an asymmetric
manner. In the original formulation o.f &% the term prospect referred to the predictable
result of a lottery. However prosp&@eory can also be applied to the prediction of other

forms of behaviour and decisiory prospect theory challenges the expected utility theory and

constitutes one of the fﬁ@%omic theories built using experimental methods.

Prospect theo@ed on a series of experimental empirical demonstrations of actual
human ch%ébehaviour, it was developed to present a descriptively accurate model of
humb\/géisions making. Nevertheless, the domain in which prospect theory explained
human decision making was primarily based on choices among a series of financial bets and
gambles. It was not originally intended to provide wide generalization intended to provide
wide generalization beyond the domain, although it has subsequently been used to explain a

wide variety of phenomena across many field. It also states that decision making depend on
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choice among options that may rest on biased judgments, thus it built on earlier work
conducted by past researchers that judgments heuristics and the biases that can accompany
assessment of frequency and probability. Such judgments involves more external world
decision involve more fundamentally internal choices across value. Thus the essence of
decision making involve a trade-off between values prospect theory encompasse district
phases, an editing phase and an evaluation phase. The editing phase ref s@he way in
which individual characterize option for choice. Most frequently, 6&&6 referred to as

framing effects.

Framing effects demonstrates the way in which the sust@g f a person’s choice can be
affected by the order, method or wording in )@s it is presented. The classical
demonstrations took place in the so called di aradigm to make a choice among the
public policy plans for rescinding to a di e\s\goutbreak. The actual statistical probabilities
remarried identical percentages of &esupportmg a given plan changed dramatically
based on whether or not the %&e were presented in terms of the number f people who
would live versus the@r of people who would die. In perhaps the most dramatic
demonstration of %ffect, real world patients suffering from a particular disease made
different ch(& treatment of their illness based on whether the outcome percentage were
prevent %terms of survival or mortality, one people are presented for both choices side by
sidek can be see that the substances of the decision remain the same even if the psychic

pull to perceive them differently remains prospect theory for decision enters its second

evaluation phase.
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This phase involves two component elements the first element is graphically represented by
the value function, this function differs firm standard normative model by including a let
hand side to the graph that represents how people respond to loss?’. In this way prospect
theory differs from standard economic models that always encourage prudence as the better

part of valor. Regardless of the normative imprimatur of such advice, this does n. urately
characterize how most people make decisions. ( Q

There are important aspect to the value function that effectively dis@%b it from expected
utility in particular, first model examines the way in which m@ related to the original

reference point or to start of action or choice. Q

The term heuristic is derived for the Greek heuri lq%thch means to “discover” an early

figure in the study heuristic was that Ameri@ial scientist that contributes immensely to

research work concerning the decision ﬁ, an organization. The heuristic theory and the
[ ]

notion of bounded rationality offe@rmidable model of rational choice, pre supposed in

classical economic theory él@%er social science according to which human being are

rational actors whose dé@& are determined by informed assessment of the probability and

utility possible C‘@

Heuristic ds can allow on to simplify and expedite decision making process.
Undé@ing how and when to use these methods can improve once decision and increase

productivity and efficiency

Precisely heuristic is a mental shortcut that allows one to make decision quickly. Heuristic

methods are helpful because every decisions involves mentally sorting through a variety of
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factors. To simplify the decision making process through heuristics one can naturally create a
set of parameters that can facilitates how to make the best decision possible based on
information available whether you consciously use heuristic technique you use them

occasionally for analysis and investment decisions.

Heuristics are mental shortcuts that allow people to solve problems and male%ments
quickly and efficiently these rule of thumb strategies shorten decision ﬂ@imely and
allow people to function without constantly stopping to think abét%&ir next course of
action. However there are both benefit and draw back of he$ are helpful in many
situations, they can also led to cognitive biases and beco@gare of this might help better
to make accurate decisions. Heuristics also play im@@l role in both problem solving and
decision making as we often turn to these men% rtcuts when we need a quick solution.
People also use heuristics as a type cogni &iness to reduce the mortal effort required to

make choices and decisions. .,\\'
&

People use heuristic becausé& can be fast and correct in certain context. Some theories

'\

argue that they are biased. In order to cope with the tremendous amount of information we

encounter and (fﬁgc% up the decision making process, our brain rely on these mental
pli

strategies togS$i fy things so we don’t have to spend endless amount of time analyzing

eve%@’@.

Here is the examples of heuristics theory when trying to decide if you should drive or ride the
bus to work; for instance you might remember that there is road construction along the bus

route, you realize that this bus might slow the bus and cause you too late for work, so you
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leave earlier and drive to work on an alternative route. The point here is that heuristics allow

one t to think through possible options.

Also managers may use heuristics when filtering through application heuristics may often
involve using a limited dataset, but the speed of decision can sometimes compensate for
potential. The effect of heuristic bases decision n the way you feel at the mom@ refer
to this as intuition or having a strong sense that a particular choice is either or wrong.

This method uses no objective evidence to support the choice you mét\s just a feeling.

2.3.5.4 Satisficing Theory Q s

In this theory the decision maker choses the optiong sulfides the problem. Simon
proposed the concept of bounded rationality in&b\ the decision maker has limited or
bounded information and resources to n@%ompromised choice. Satisfying the bare
minimum of the problem and does .ns&provise or try to expand the scope of decision
making. The decision makers w&gaose any option that satisfies the minimum without

exploring all the option .Q\A

This is a decision making theory that entails searching through the available alternatives until
an acceptabilit@ho d is met. The term satisficing, a portmanteaus of satisfy and suffice,
this theo used to explain the behaviour of decision makers under circumstances in

whiM optimal solution can not be determined?®®.

The theory explained that many natural problems are characterized by computational
intractability or lack of information both of which include the use of mathematical

optimization procedures. The theory also explains that decision makers can satisfice either by
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finding satisficing solutions for a more realistic world. Neither approach in general

dominates the other and both have continued to co-exist in the world of management science.

This theory also provides a decision support system the decision making process is modeled
by a multi-criteria optimization problem the decision support system is an interactive
decision making process. The choice is made by solving the problem depenQ%on the
control parameters that define the aspirations of the decision makers for ea@gia function,
then it evaluated the obtained solution by accepting or rejecting g &another case, the

decision maker selects a new value and the problem is solved ag@ the new parameter®.

However these theses also explain briefly examples os10n support system. Decision
support systems are very Bradfield, including the al approach and methods of their
applications. It also involves certain steps\ib% ecision making process. The extent of
automation is an important issue.. '@thods of the decision making process are
optimization method of the decisi@king process are optimization methods of decision
support based on value and{&% theory that use analytical forms of division situation

models and expert systé@%ecision support related to artificial intelligence and knowledge

engineering an@gical forms of models. The practice and psychology of the decision
1

support pref@

mak@ ing that he can be assisted by automation of some stages of the decision making

fferent approach based on emphasizing the sovereign role of the decision

process but should sovereignly and fully consciously make the final choice of decision. A
decision is usually called a choice between multiple possibilities the person making decision
is usually referred to as the decision maker. The issue of preparing and making a decision is

usually much more complex.
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As the above definition of the term decision would suggest the more problem of choosing
between some options. However one may not know the decisions option thus, one have to
prepare or generate them on our own, the issue of preparing decision usually more time
consuming than the issue f choice therefore before we start preparing options one may not
know the exact merit of interest but the definition of the process include for st oblem

intelligence activity and implementation and supervision activity. The me@ satisficing

decisions was also describe as following . :’\

The decision maker determines aspiration level for each%sions outcome, these

aspirational level are determined adaptively through a process also the choice of

decision is not a single act of optimization but a dgg,@rocess of solution, search in it the

X
2.3.5.5 Attribution Theory *\
N\

Attribution theory rooted in S@stchology, examines the cognitive processes that
[ ]

decision makers also learns”’.

underline the attribution @ When individuals encounter events or behaviour, they
naturally engage in casbal attributions to make sense of them. These attribution can be
categorized as@%ﬁ%

individual e@lions, attitudes and future behaviour. The way people attribute causes to

O

posi&a&e/g[d negative events can greatly affect their motivation and self concept. For instance

ittonal or situational and can have a significant influence on an

attributing success to personal effort rather than task difficulty or external sources can lead to
stronger sense of self-efficacy. Conversely, consistently attributing failures to personal

shortcomings can result in decreased self esteem and a sense of helplessness.
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Understanding the complexities of human behaviour and attribution people make is essential
for manager and stalk holders as it allows them to better support social and emotional
development. By recognizing of person perception that contribute to attribution processes.

This can promote healthier self perceptions and foster resilience in the face of challenges.

Understanding the attribution process can inform instructional management tec@@s. For
example educators can emphasize the importance of effort and persisten@vercoming
challenges while also acknowledging the role of external factors c@%{p in developing a

more nuanced understanding of their own abilities and the fac%hat contribute to their

successes and failures. QQ

Scholars also sheds light on phenomenon of self s ttributions. Self serving attributions
occur when individuals attribute their succes eir own personal characteristics, while
attributing failures to external factors.. '@s can serve to protect self esteem and maintain
a positive image, even in the face ,KGQ\)erformance or setbacks. Understanding the nuances
of attribution theory particul %e role of internal attributions and self serving biases can
significant implication being aware of the potential for these biases to influence

managers and h@f perceptions and emotional responses, this theory will guide them

towards mo@lanced and accurate attributions.

For mit)gle it should be encourage that managers stalk holders and the users of attribution

theory should consider both internal and external factors when evaluating their performance.

Weiner proposed a three stage process that underlies an attitude; the person must perceive or

observe the behavior, the person has to decide if the behavior was intentional, if the person
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has to decide if the action was forced. Weiner confirmed the theory to the most important
factors affecting the attribution of achievement such is ability, effort, task difficulty and luck.
Weiner further divided casual attributes into three categories; the locus of control, stability
and controllability. Locus of control is further classified as internal and external, the stability
dimension examines if there are variations in this that can be linked to causes. ample
we can have an unstable internal ability and effort. Controllability refers Q@causes one

can control e.g., skill and efficiency and those one that cannot be con@Q9 L
2.3.5.6 Subjected Expected Utility Theory %

This theory is an approach in which decision are taken u1sk allowing for the subjective

evaluations or variables under different options anc(l t@ociated probabilities

decision are chosen between different alte ith high certainty of the outcome there is

still a risk of letting go of another be.sg&)me. A good decision is based on process not on

outcome \C)\

Expected utility refers t § t that the value of any commodity is different for one person
ern

than another due to conditions, the decision makers should take a decision only after

evaluating eve&}or and piece of information available to them.

Howeve@%lswn making is an important skill that is needed in any organization all over the

WOI'ld\

The decision making plays an important role, many researcher have studied this topic and
have proposed their theories. The decision making theories are subjective expected utility,

Heuristics theory, Attributions theory, and prospect theory. There is need to research this
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topic because the more research done on what can influence and facilitate decision making,
the better and the organization growth will be a step to easy control without bias the activities

of the corporate.
2.3.6Decision Making Process

Before explaining the term decision making process it has to be clarified what ision is; a
decision is a choice leading to a certain desired objective out of that th thﬂuestion arise,

who can make decision, an individual or multiple participation th tn olved in decision
~

making can be called decision makers. Individual decision Q ade by a computer or a
a

single person meanwhile the multiple participants decisi ers can be divided into two
lateral and negotiated discussions. In the first on W@ns also called team discussion One
of the participates has the power to decide %@rs although can highly influence how the
decision will look like. In negotiatec} dﬁ& the participant share the authority of making
decision, this type distinguishes be@l group decisions where the participants have nearly

equal authorities and discusﬁ@r different viewpoint in various meeting and organization

discussion. In the lat3§ the authority of making a decision is unequally adhered

according to ('e?s&%uizations hierarchy and the coordination between the decision
participants %ﬁg ly structured.

Base‘K(/gJaccounting information function which is to provide information in order to
substantial decision and considering the two components of accounting information we can
assert that accounting has an internal information function for the management and external
one for the third parties. Internal decision making and analysis of cause and effective

relationship can require very specific modules and accounting information. Mangers direct
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the future and constantly report it to the present and management accounting provide
information about the future and about what is going to happen, the need for information is

caused by the decision that must be taken.

Management Accounting providing information to managers is being considered an
information tool necessary to the management for taking decision to maximize@ﬁbility.
It is folded up the three key functions of management which is as fo(!o@ Planning

organizing and controlling®?. 6\
activi

Planning: Before any organization or company commerce 6%&6& it has to plan for
what to do It involves the planning as to what product to@roduced or if the company has
been of evasion, whether the price of its product a@ae decreased all these are made by
the company. Any form of planning is call 51

ng i.e. planning the overall activities of

the company for certain period of time us*lly a year.

Before a decision is made, thereQY&fla have existed a problem, the ways of solving these
problems must be identiﬁe@their advantage and disadvantage to allow for choosing the

way of solving the @ Management accounting is useful especially in the analysis of

the making dececi\sﬁa € process.

Co—ordin@ For an organization to achieve its set objectives, all the entire department in
the ag@lzation must work hand in hand. For instance, store must contact the accounts
section first to know if there is money to enable them order the required stock. Also, the sales

department should inform the production unit on the stage of a new product, whether public
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reaction to such a product is negative or positive, this will enable the product unit to know

the necessary action to be taken so as to achieve the set target.

Control: This involves the arrangement whereby the manager oversees the activities of the
employees of the organization. The manager should make sure that all the employees
perform the work assigned to them properly and if there is any deviation £ e set
objectives, he should call the attention of the defaulting staff to adj ployee are
informed about financial management policies and plans thro@counting reports.
Financial Accounting Information and motivates the worker by%mg them and act in a
way that is consistent with the organization So as to ach@go achieve overall goals and

b’b

objectives.
2.3.7Approaches

2.3.7.1 Tradition Approach 5&

As a theory or accountlng t@xques and principles useful to financial accounting

information users in %@ecmon This approach can be developed in a pragmatic or
S

authoritarian way In efice this is the approach the accounting profession has used in the

past to develop@countmg theory?!.

2.3.7.2 eoretical Approach

Non theoretical is concern with developing a theory or accounting techniques and principle

that will be useful to users particularly in decision making.
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2.3.7.3 New Approaches

This approach attempt to use both conceptual and empirical reasoning to form%d and
verify an accounting framework. The new approaches are : Event, Beh@ Human

Information Processing, Predictive and Positive. ’\(/
2.3.7.4 Predictive Approach %0

This approach attempts to formulate an accounting th: focusing on the predictive
nature ability of a particular method of reporting an t that would be of use to the user.

Such approaches are most prevalent in what cou@egarded as management accounting

O

2.3.7.5 Positive Approach %
The approach is based on the prﬁg‘;\kn that managers, shareholders and regulators are
rational and they attempt .‘L\Aaximize their utility. The theory became known as the
Rochester school of a\bmting. The positive approach is completely opposite to the
normative appré/@ attempts to explain why accounting procedures and policies are as
they are, w@as the normative approach attempts to prescribe the accounting procedures

and pO\I)%fq) be implemented®.

2.3.7.6 Behavioral Approach

This approach attempts to take into account human behavior as it relates to decision making.
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Factors required in decision making are bruin, mental capability and integrity. The research

alsostated the following:

One can conclude that Accountants seem to have waded through their relationship to the
intricate psychological network of human activity with a heavy handed crudity that is beyond
belief. Some degree of crudity may be excused in a new discipline, but Financia@:nting
Information lure to recognize that much of what passes as accounting theor@ortant will
definitely lead to trouble at the end of the day. Given financial ac@’a\hg information to
users to enable them to make decisions, a lack of considerati% how that information

influenced their behavior is indeed unforgivable. Q
2.3.7.7 Human information processing approacng

This is similar to a behavioral approach inﬂ\ugfbocuses on how users interpret and use the

information provided. This approach {&ed on the following approaches: Predictive and
Positive Q’}C)

In recent time, normati riptive and descriptive decision are focused on this study.
Normative and Pre%’p‘u e discuss on decision that provides the agency with the best
possible result.Qe;\\ri'ptive decision making concentrates on what decision individual select
and what ave selected in the past. What must be appreciated in the decision making
theo%%ﬁe ability to indicate the best decision from varied list of possible alteration. Also it
facilitates gaining insight to how individual choose product and services to impact

organization and provides people with attractive options precisely it to also help to

understand the consumer behavior in an organization.
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Some books state accounting as means of reducing information and Share quantifying the
consequences of pass action. This becomes necessary when we tum to look at environmental
information where the degrees of uncertainty increase. There is a wide range of accounting
systems each looking at different information measuring and reducing this information in
different ways. Accounting is part of an institutional structure that has to know action

have worked well in the past and the reasons why it may not work in the fut(;o

2.3.8Models 6\

2.3.8.1 Rational Model Q

They are established to handle multiple issues simultar%ly. However very few papers
have paid adequate attention to the decision make@’bﬂonality i.e the optimism level of the
decision makers. Therefore in this paper, a@% rational decision making model are to be
discuss on dealing with the multi-attrib&assessment problems which includes incomplete

preferences information also th@\saxating data are also expressed under interval-value

intuitionistic fuzzy setting@ared with the traditional distance based method.
b

Correlation coefﬁcig ween each alternative and the idea solution with optimism is
applied. Furthe@, confidence level and cognitive dissonance of the decision makers are
included i overall decision making process in other to constitute a more comprehensive
evahh‘iyn of the flexible production line. Besides, several insight are revealed concerning
the level of optimism and the weight of production line attributes. Finally a three empirical

studies is conducted to validate the proposed model, compared with traditional distance-
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based model and the result shows that our approach is not valid but also out performs the

traditional methods®*.

Decision making models can help to create successful solution despite its limitations. It is
also useful to understand the details of various decision making models when trying to

choose the best one for the group in organization®. Q

The question now is that why this is model important for decision makers Qjmon making
process is a structural used to guide teams to make decisions. Each maker model use
different method that can help to analyze and overcome cular challenge because

decision makers’ model takes different-approaches, Ve@ 1 for people with different

learning styles or time constraint. 2 fb

Decision making models to simply decisi \@ng processes and collaborate effectively,
models provide useful step for the, @to follow to crate solution and describes their
processes clearly to other team @{é@ers. When everyone on a team understands decision

making models being used N%an contribute to the thinking process and together they can

reach a balance succ@lu‘uon

Rational decisign mraking models focuses on using logical steps to come to the solution
possible thb en involves analyzing multiple solution at once to choose the best one that

can (M the best quality outcome.

The team can also use rational decision model when they have time for meeting and research
which allows them to create a list of potential solutions and discussed the pros and cons of

each of them.

125



Here are the steps you may follow when using a rational decision making model define a
goal or obstacles you want to achieve or overcome. Defining this will help to understand
exactly which outcome your solution should produce. Determine the relevant information for

this step.
2.3.8.2 Administrative Model Q\

The most important theory about this model is that where there is no ’ﬁ@;ratlve model
properly put in place, the environment is managed chaotically and t IK of wok is usually

made up reactive troubleshooting. Q

The administrative model of decision making process is \@ especially in an organizational
administrative or business context. Many factors @s Training, Technology, Competition
and Employee motivation influence decisi \é@rs. Indeed the decision making process is

complex because it demands extensi\‘ei&nent.

N

Decision maker must consider t@. actors when making organizational Administrative or
business decision .One 0@ approval they use is the administrative model of decision
making. Accordln th model decision making is characterized by ambiguity and in
certainty. The a@stratlve model of decision making is founded on the belief that decision
making is ed on the belief that decision maker are constrained by limited motivation are
cons%ed by limited motivation and lack of time. As a result they end setting on less ideal
solution. Also it is sometimes referred to as rationality model; the approach assumes that
people are not 100% rational. This limited on rationality increases the possibility of making

bad decision. Generally people are prone to making decision based emotion.

126



Furthermore decision makers may fail to consider or calculate all factors accurately coupled
with the fact that organization operate under extreme pressure and are subject to numerous

variables, the decision making process become very complex.

The question now is that how do decision makers deal with their complexities organization
try to settle for the best solution as quickly as possible due to time motivation Qﬁources
constraints. This approach is called satisficing. In this case decision ma@/gid exhaust
analyzing all possibilities, instead they settle on a few solution and t to important the

best option. In most cases, the implemented solutions will be less$perfect.

Understanding decision makers, an individual who decid@ings e.g. Entrepreneur, General
Manager, CEO and Directors are all top decisio&@s in corporate and institution but
precisely these model classified decision@ into two; the administrative man and
Economic man but the lather is more idealized. The concept assumes that people are rational
[ ]
human being whose decision are h@\)n mathematical analysis while the economic man
makes rational decision bec’a@ e consider all citizen and alternative, the economic man
also under the mandate, toy Behave normally, not to appear rational. He need to needs to

analyze all possi @native and implement solutions that allows him to achieve specific,

pre determirb
2.3.83&1%&1 Model

The political model embraces those theories that characterize decision making as a
bargaining process. This model focuses on the distribution of power and influence in

organization and on the bargaining and negotiation between interest group.
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Conflict is regarded as endemic within organizations and in arrangement is directed towards

the regulation of political behavior.

Political models assume that in organization, policy and decision emerge through process of
negotiation and bargaining. Interest group develop and form alliances in pursuit of particular
policy objectives. Conflict is reward as a nature phenomenon and power accmes@minate

coalitions rather than being the presence of formal leader. The political m(dego focus on

group activity rather than the institution as a whole 6\
Political model are concerned with interest and interest groupQ s

Individual are thought to have a variety of interest , this @out pre dispositions emblazing
goals, values desires, expectations and other orie%{bxs and inclinations that lead a person
to act in ore way rather than another. Po{@%odel stress the prevalence of conflict in
organization. Interest group pursue thg'@ependent objectives which may contrast sharply
with the aims of other sub unit@‘éal\'n the institution and lead to conflict between their
conflict Wiley always bep@in organization and its source may rest to some perceived

facial divergence of, ihtetest group have their own purpose and act towards their

achievement®?. : @

2.4 E al Review

In t%/section the researcher will reviewed works of other researchers on financial
accounting information and decision making in order to have a better understanding of the
topic in question and to clearly identify the gap that this research work intend to fill as

contribution to knowledge and to bring to rest a specific research.
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Research works from Ondo, Ogun Oyo Lagos,,Ekiti and Osun State, Nigeria, study evaluate
the financial accounting information and decision making in those state. The objective of the
study is to ascertain if there is relationship between the two variable and to do comparism of
some of the things observed in each states concerning their operation. Also the study is to
examine and evaluate some of the problem that might likely happen if FAI is@sed in
decision making in construction firms in those states. The research cond@\ the areas
investigate the effect of decision making and how the financial accounting information has
been rated when making decision. The study also went furthe pt a survey research
method with research design to study; the result confirme ithout financial accounting
information there would be no effective decision. The QQ'O of study cover two year (2021-

)

2022) and 5 construction firms in each of the tws was used for the study.

However data collected was analyzed wit \giptive and inferential statistics such as mean
scores, Pearson product moment %n as well as ordinary least square regression
Technique. The result show.t@ﬁcant factor that FAI is relevant in decision making in
construction firms selec@Q\should be noted that all the indicators of both variables were
significant predie@ the need for FAIL It was also recommended that those handling

preparation e should be professionals so that information provided would be accurate

and reli .

v

For the purpose of this study, Annual reports for two years was collected from two in such of
the six states in southwest, i.e. (2021-2022) and according to the findings many of them gives
priority to the need to preparation only two of the companies from Oyo state cannot provide

enough information about their annual report because those companies were not working in
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full capacity, they were observed as if the owners of those companies are no more because

many of this companies are privately owned.

Another findings from the researcher was that financial accounting information and decision
making could be used to control and put a step or reduce misappropriation in an organization
and for internal and external users but FAI could not be considered as decision wQﬁscision
could not be considered as an accounting information since FAI is conscio f the past

while decision making focuses on the future and how improvement v@%‘oe achieved.

According to findings the attitude of some of this const %n towards methods in
preparation of financial accounting information need to i@ve as many of the firms visited
were still using manual system. These firms n deQe encouraged on the need to use
computer in their headquarters and their % 1on sites. In the light of their staff, the
company would need to engage their.stagﬁraining so as to make information for decision
making timely and accurate®. \c—)\
In the light of the above, a. QZuthor proposed that government should try to assist the
construction firms by %ing contract at all levels of governance. The idea of direct labor
involved by 10@ nd federal government is like digging the grave of the construction
firms not %@eria alone but all over the world. Many of the construction firms do not have
enou%%ﬁidity to engage in self-financing projects; only very few of them can do that now

under this erratic economy in the world..

Another study focused on the concept relating to FAI that information for the decision

making must be complete. Assumption from the accrual concept which says that all money
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received and yet to received including the expenditure must be recognized when preparing
financial statement and information provided without amount for receivables might not give

an accurate and complete information which might affect the decision making adversely .

Another study focused on the decision theory that the modalities to make the best choice out
of series of alternative is to make use of decision theory, the researcher obser\r@t there
are series of researcher issues especially when there are so many optione/gble and to
make choice might be difficult under this situation, decision theory @ilitate making the
best choice from the list of alternatives and this view will h%%nsely at the end of the

day when there is need to take decision®. Q

A study was conducted by the researcher using i@e method to test the hypothesis of

the study the result was analyzed and the Ke@ er can concluded with the findings that

financial accounting information is rele t\n decision making. Another empirical review
[ ]

that for the financial accounting i@tion to be relevant for decision making it has to be

timely as obsolete informatid %t be useless for effective decision.

Another study was @% by the researcher using hypothesis test whether there is
relationship be@ FAI and Decision Making and from the findings the researcher can
conclude ﬂbbhere is a relationship because the FAI provide useful information about the
past agﬁll help the users of information provided to take decision and that the decision is

conscious of the future cannot be easily determined.

Another empirical review was that relationship exists since the two variables are not doing

the same thing but both focused on how to achieve organization objectives®.
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Another finding was that relationship exist between the financial accounting information and
decision making because decision makers cannot do without the use of financial statement. It
was stress further that others investors, creditors and publics to always depend on financial
statement and not the decision maker alone. So one can conclude that a perfect relationship

exist between the financial accounting information and the decision making a is the
reason why one have to drop the null hypothesis ( Q

Financial Accounting Information plays a significant role within tl@l&cept of generating
and communicating wealth of the companies. Financial state@ still remain the most
important source of externally feasible information anies. Regardless of their
extensive use and enduring advance, there is son%%cern that accounting theory and
practice have not kept pace with rapid economi ges and high technology changes. This
situation affects the relevance of accounting thformation.
W

Many researchers have been cond\® on Financial Accounting Information as a tool for
effective decision making iﬁ@qrejcent past”’. In those researches there has been series of
recommendation towa@ her studies alone to limitations or gaps during the research.

Some of the li ’t@ﬁ the scope of study due to resources and time which is common to

the previous@rks as observed.

O

With géed to review the previous Empirical works, some of the reviews of the empirical

works would be discussed below:

This topic is to summarize the multitude of these empirical studies and to test the ethical

decision making in organization. Also to suggest additional research necessary for further
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theory in the area of study. The concept of ethics simply deals with how decisions affect
other people and organization. Ethics and morality are aspects of axiology concerned with
what is good, what is beautiful and what is desired or preferred human conduct. Ethics is
concerned with contemporary norms or standard of conduct that govern the relationship
among human beings and their institution®®. It was explained that ethics as a moral
principles or values used by organization to steer the conduct of the organiz@self and its
construction workers in all their business activities both internal and i ’r&{tion to the outside
world. Behaving in an ethical manner is seen as part of 1al responsibility of
organization, which itself depends on philosophy that %Qions ought to impact on a
society in ways that go beyond the usual profit maxin@ion objective. The performance of
an organization is sometimes based on the ethic% climate. Ethical work climate reflects
the collective moral reasoning of orgar@ members. Thus, strong ethical climate

provides construction workers a four@or thinking about moral issues.

Furthermore, the review of. l@cal studies has something to do with individual in an
organization and mora% 1\y in ethical decision making. This review provide insight for
understanding of-@\%ﬁ%zational ethical decisions constructs, where ethical decision making
theory stan%o rovides insights for future empirical work or organizational ethical
decisior%rb
v/

Empirical Study is concerned with a way of gaining experience from different research work
or observation from the past research of different people. Accounting information is any data

which results from the accounting system of an organization and hence influenced decision-

making®.
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Accounting information could be obtained from the organization books of account, directors
reports, register of charges and articles of association, financial statements etc. Accounting
information is of use to different categories of users and the accounting is expected to prepare
information in the way that statistics the various users. However, the usefulness of
accounting information is determined jointly by the contents and accountaq%lls in
presenting it, thus for accounting information to be useful for decision maki @as to have
certain qualities which include reliance, confidentiality and variabilit e from bias, clarity
and conciseness. In corporate organization, accounting inforrr@ elps management in
making decision on the objective of the organization. It @ists management in setting
strategic targets. Furthermore it should be noted that fticient and the effective use of or

(o)

organization resources is achieved through the uﬁs ccounting information.

Financial Accounting Information is beli \h‘ have a positive impact on decision making
in any organization. Numerous stuc{é}ﬁbeen concluded to determine the extent to which
Financial Accounting Infotm\&gl facilitates the decision making. However, there are
different opinion on %%tter, but those who believed that Financial Accounting
Information is n@essary in decision making will definitely ends with Financial
Accounting% ation lure. An empirical investigation on the Financial Accounting
Inform 'rb/as conducted by some scholars. The study was designed to test the hypothesis
formk(ed by the researcher and how important is the Financial Accounting Information in
decision making. The result of the study reveal that it is not possible to blindly state that

Financial Accounting Information is not relevant in decision making unless the organization

don’t want to achieve its objective!?,
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Studies in Southwest

Financial Accounting Information as provided bythe accountant for internal and external
users are prepared according to the Accounting Standards so as to make reliable. The
implication of the study above is that decision making make use of statement of financial

position, comprehensive income statement and a source document to arrive at Q%dable

conclusion. < 0
Furthermore, analysis of the effect of Financial Accounting Info decision making
§

in Southwest found that it has a positive and significant imp ganization development.
Although it did not bring decision but it helps in ma ecision that facilitates better
performance of the organization. Other research t@:laimed that Financial Accounting
Information led to better decision for satisf%%snproved efficiency and how to reduce the

running cost and faster responses to is Bfter the decision making precisely this bring
[ ]

improvement that help to develop, @ity and keep the organization to continue in business
for a longer time. ‘$
Another study assess SFinancial Accounting Information toward the decision making

revived that th< qut' d Financial Accounting Information is subject to further and better

improvem ith the use of technological innovations that will help to get the information
in tifb{;gd accurate but this would need to be supported by the regulation framework so as

to eliminate barriers and information errors that may affect the discussion making negatively.
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A critical analysis of technological innovation toward Financial Accounting Information
cannot be complete without looking at the prospect and challenges in using both the primary

and secondary data for the study.

The primary data, survey design was adopted while secondary data was generated for the

study through reports in Journal from ICAN, ANAN and International Business Qﬂ

the findings of this study reveal that new ideas methods a changes are n@ely toward

preparation of Financial Accounting Information in the future. It als %ates that windows
om\providers. However, care

dressing and cybercrime cannot be ruled out from the info

must be taken when blending information is an error free.g

An empirical investigation on Financial Account@%?ormation and decision making was
conducted by some scholars. The stud&@fd’esigned to test the effect of Financial
Accounting Information towards the d@l making. The result of the study reveals that it is
not possible to disregarded info%{clal\in decision making since the information is on the
past events while the decis'. king is for the future. Also information provided will also
help us to know are Qweakness and areas where improvement is required'®! . The

implication of Qei\%ﬁ study is that there will be improvement in Financial Accounting

Informatic@paration and adoption of Financial Accounting Information in decision

makm%/%

A study also examine decision making as a task which is burdensome and in most cases
indecision is as disastrous as making an indispensable. Decision makers is constantly

confronted with problem of alternative when the resources limited.
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Under this situation decision making theory will help to choose the best option among the
alternatives. It is therefore patient that good Financial Accounting Information be me more

available to proper and accurate decision making!'?.

Financial Accounting Information recent empirical studies explored that Financial
Accounting Information in published financial statement lost their relevanQ%er the
Financial statement was considered as the least effective means o(/gnunicating
information. Further researcher expressed that this finding backed bé\beory of life cycle
stage, high technology, rapidly changing and business environme

O

Q
N\
b’b

2.4.1 Academic Research \Qrb

N
The purpose of this review is to undé;@he use of accounting information and the role it
option from people. Finangi@unting Information become important in a corporate
world and plays an imp%{bv\@le in creating new knowledge with its theoretical frame work.
Theories in accour@esearch are used to make sense out of critical thinking to explain the
empirical d t{a.was been collected. Classical inductive theories, income theories, decision
making @ws, and agency theories, these theory try to describe the roles of financial

Accc}!‘ng Information!®,

Classical inductive theories are tendto find the principles on which current sig processes are

based. This approach as a needs a pure definition of recounting to work with.
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This limits the range accounting systems that are considered and gives no basis for normative

suggestions for future accounting systems

Income theories try to identify the real profits of an organization’?. The problems sure are
that you need to define where income you are measuring, and that limiting income
measurements to Things that can be given a price devalue goods and servi *&at are
difficult or impossible to determine the price. (}0

S

2.4.1.1 Source Document
These are the original document from which Accounting Rec@ari kept. The importance of
source document is that it captures the details of tragction are the original before

subsequent recording of the transaction that will b% on detail of the source document. A

typical source document must have the follﬁ\@formation.

Brief detail about transactior; @

Amount of the transacti@ aira
Signature of a@or approving officer

Date of the transaction

The exam@f source document are as follows:

InvoMeceipts, Debit note, Credit note.
2.4.1.2 Subsidiary Books of Account

This is used for the following: Opening of entries, Closing entries, Transaction of special

nature and The use of journal to correct error if any
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Subsidiary Books: Sales dairy book or sales journal, Purchase dairy book or purchase

journal, Return inward and Return outward
2.4.1.3 The Ledgers

This is the Principle ofbook of Account to complete double entry principle. There marious

type of ledgers such as Debtor ledger, Creditor Ledger and General Ledger QQ

Ledger is a principal book of accounts of the enterprise. It is rightly &lle&e the 'King of
Books'. Ledger is a set of accounts. Ledger contains the various 1, real and nominal
accounts in which all business transactions of the entity are@% The main function of
the ledger is to classify and summaries all the items appea in Journal and other books of

original entry under appropriate head/set of accc&bso that at the end of the accounting

period, each account contains the complete@ion of all transaction relating to it.

A ledger therefore is a collection of 3@ and may be defined as a summary statement of

all the transactions relating to a@&son, asset, expense or income which have taken place
[ ]

during a given period 0%@(1 shows their net effect!%,

2.4.1.3.1 Utility of: dger

The main uti itk(g} a ledger are summarized as under :

It provi@omplete information about all accounts in one book.

It enableés the ascertainment of the main items of revenues and expenses
It enables the ascertainment of the value of assets and liabilities.

It facilitates the preparation of Final Accounts.

2.4.1.3.2 Steps for Balancing Ledger Account
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Ledger accounts may be balanced as and when it is required. The balances of various

accounts are ascertained as under:

Make the total of both sides of an account in a worksheet. Write down the higher amount on
the side obtained e.g. if the total of the debit side 5,000 and the credit side is 4,500, the

amount N6,000 is first inserted in the total on the debit side. Q

Also write down the same total on the other side of the account i.e. t;1< al N5,000 is

written against the total on the credit side also.

Find out the difference between the two sides of the accou@ tiis example debit side is

more than credit side; therefore, there is a debit balance o@)0.00

This debit balance of N500.00 is to be shown a& Balance c¢/d" in the account on the
credit side. Finally, the amount of the closih{@rgce should be brought down as the opening
balance at the beginning of the next d@nember that if the opening balance is not written

on the next day, the balancin & %&c%lete.

\\)ﬂ\
¢
24.14 Jo;u‘b

Jour?&& daily record of all business transactions. In the journal all transactions relating to
persons, expenses, assets, liabilities and incomes are recorded. Journal does not give a
complete picture of the fundamental elements of book keeping i.e. properties, liabilities,

proprietorship accounts and expenses and incomes at a glance and at one place. Business
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transactions being recurring in nature, a number of entries are made for a particular type of
transactions such as sales, purchases, receipts and payments of cash, expenses etc.,
throughout the accounting year. The entries are therefore scattered over in the Journal. In fact,
the whole Journal will have to be gone through to find out the combined effect of various

transactions on a particular account!®. In case, at any time, a businessman wants

How much he has to pay to the suppliers/creditors of goods? (/Q

How much he has to receive from the customers? 6\

What is the total amount of purchases and sales made during a p lar period?

How much cash has been spent/incurred on various ite enses such as salaries, rent,

carriage, stationery etc.? ’bQ

What is the amount of profit or loss made duri rticular period?

What is the financial position of the unit &rticular date?

The above mentioned informatim@ot be easily gathered from the journal itself because
the details of such inforrnaﬁ@ scattered all over the journal. It is thus of dire need to get a
summarized/grouped &@f all the transactions relating to a particular person, or a thing
or an expendit '@e managerial decisions. The mechanics of collecting, assembling and
summarizir@l transactions of similar nature at one place can better be served by a book

kn n@%dger' i.e. a classified head of accounts.

2.4.1.4.1 Benefits of Journals

The benefits of using special journals are as under:

a) Facilitates: The accounting work can be divided among many persons.
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b) Permits the installation of internal check system: The accounting work can be divided
in such a manner that another person automatically checks the work of one person.
With the use of internal check, the possibility of occurrence of error/fraud may be
avoided.

c) Permits the use of specialized skill: The accounting work requiring specialized skill
may be assigned to a person possessing the required skills. With the u @specialized
skill, prompt, economical and more accurate supply of accoun@é{formation may be
obtained. %

d) Time and labor saving in journalizing and posting: nce, when a Sales Book is
kept, the name of the sales account will not b@quired to be written down in the
Journal as many times as the sales tranﬁs& occur and at the same time, sales
account will not be required to be pos\&ain and again since, only a periodic total of
sales book is posted to the sales, t.

&

2.4.1.5 Relationship betw%%lrnal and Ledger

N\

1. Journal and Le@?ethe most useful books kept by a business entity. The journal is
a book @ entry whereas the ledger is the main book of account.

2. In th@umal business transactions are recorded as and when they occur i.e. date-wise.

\/&Ver posting from the journal is done periodically, may be weekly, fortnightly as
per the convenience of the business.

3. The journal does not disclose the complete position of an account. On the other hand,
the ledger indicates the position of each account debit wise or credit wise, as the case

may be. In this way, the net position of each account is known immediately.
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4. The record of transactions in the journal is in the form of journal entries whereas the

record in the ledger is in the form of an account.
2.4.1.6 The Trial Balance

This is the list of balance extracted from the ledgers. If the double entry principl&as been

completed and correctly posted, it is obvious that the total of credit side mus@the debit

side 106, ’\(/

Thus this is why the Trial balance is seen as an account that test thmetic accuracy of

the ledgers. Q

A Trial Balance is a two-column schedule listing the ti&ag balances of all the accounts in
the order in which they appear in the ledger. Th@t balances are listed in the left-hand

column and the credit balances in the righ column. In the case of the General Ledger,

the totals of the two columns should é)é&

We, now, know the fundam.entig‘éhciple of double entry system of accounting where for
every debit, there mus% rresponding credit. Therefore, for every debit or a series of
debits given to oqe@veral accounts, there is a corresponding credit or a series of credits of
an equal am&&y’ven to some other account or accounts and vice-versa. Hence, according

to this péé

any date’ If the various accounts in the ledger are balanced, then the total of all debit balances

e, the sum total of debit amounts must equal the credit amounts of the ledger at

must be equal to the total of all credit balances. If the same is not true then the books of

accounts are arithmetically inaccurate!?’.
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It is, therefore, at the end of the financial year or at any other time, the balances of all the
ledger accounts are extracted and are recorded in a statement known as Trial Balance and
finally totaled up to see whether the total of debit balances is equal to the total of credit
balances. A Trial Balance may thus be defined as a statement of debit and credit totals or
balances extracted from the various accounts in the ledger books with a vie est the
arithmetical accuracy of the books. The agreement of the Trial Balance re a@at both the
aspects of each transaction have been recorded and that the books are arithmetically accurate.

If both the sides of Trial Balance do not agree to each other, 1% that there are some

errors, which must be detected and rectified if the correct ounts are to be prepared!®’.

2.4.1.7 Comprehensive Income Statement ’bQ

Trading Account is prepared so as to detegmi ¢ Gross profit while the comprehensive

income statement is to approve the com kive income statementin the year.
[ ]

Trading Account results in the %(?\foﬁt/loss made by a businessman on purchasing and
selling of goods. It does no@into consideration the other operating expenses incurred by
him during the cour: g{unning the business. Besides, a businessman may have other
sources of inc@ der to ascertain the true profit or loss which the business has made
during a ps lar period, it is necessary that all such expenses and incomes should be
cons e%’. Comprehensive Income Statementconsiders all such expenses and incomes and
gives the net profit made or net loss suffered by a business during a particular period. All the
indirect revenue expenses and losses are shown on the debit side of the Comprehensive
Income Statement, whereas all indirect revenue incomes are shown on the credit side of the

Comprehensive Income Statement.
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Comprehensive Income Statementmeasures net income by matching revenues and expenses
according to the accounting principles. Net income is the difference between total revenues
and total expenses. In this connection, we must remember that all the expenses, for the period
are to be debited to this account whether paid or not. If it is paid in advance or outstanding,
proper adjustments are to be made. Likewise, all revenues whether received or e to be

credited. Revenue if received in advance or accrued but not received, prustment is

required. :’\

Reference to the statement of Accounting standard, number two%\ highlight information
in the Trading,Comprehensive Income Statementforms a @ rt of the financial statement

of an organization that is relevant for decision makinﬁsQ
2.4.1.7.1 Important Points in Comprehen@ome Statement

1. Salaries. These include salaﬁe&%d to office, god owns and warehouse staff and

N

should be shown in C%gaensive income statement being indirect expenses.

Salaries to partners @e debited separately. If salaries are paid after deduction of
Income tax or %ent Fund then these should be added back to the salaries in order
to haveécéﬁ\ﬁ re of salaries to be shown in Comprehensive income statement . If
sal re paid in kind by providing certain facilities to the employees such as house

\/gé of rent, meals or cloth or washing facility free of charge, then the value of such
facilities should be regarded as salaries.

2. Rent, Rates and Taxes. These include offices and warehouse rent, municipal rates

and taxes. Factory rent, rates and taxes should be debited to Trading Account and

others to Comprehensive income statement . If any rent is received on subletting of
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the building, the same should be shown separately on the credit side of the
Comprehensive income statement . If rent is paid after deduction of some taxes then
these should be added back to know the correct amount of rent payable.

3. Interest. Interest paid on loans, overdrafts and bills overdue is an expense and is
taken to the debit side of Comprehensiveincomestatement . Interest recei loans
advanced by the firm, on deposits and on securities is a gain an '@wn on the
credit side of Comprehensive income statement . Interest on 1 should be shown
separately on the debit side and interest on draw% the credit side of
Comprehensive income statement . Q

4. Commission. Commission received for doing t@& of other firms may be credited
to Comprehensive income statement as and commission payable to the agents
employed to sell the firm's goods isﬁ@d to Comprehensive income statement as an
expense. é@

5. Repairs. Repairs arld @ renewals or replacements relating to the plant and

machinery, ﬁxtu%@lgs and utensils etc. are generally included under this heading

and such diture, being as expense, is debited to Comprehensive income

stat e&/\
6. D&ﬁon. It is an expense due to wear and tear, lapse of time and exhaustion of
\OSsets used in business. This is loss sustained by fixed assets and should be charged to
Comprehensive income statement .
7. Advertising. All sums spent on advertising should be charged to Comprehensive

income statement . If a large amount is paid under a contract covering two or three
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years, proportionate part should be charged to Comprehensive income statement and

the balance appears as an asset in the Balance
2.4.2 Statement of Financial Position

This is a statement the present asset owned and used in the organization to generat&income
while the in abilities is the amount owned by the organization. The amount re %ts claims
for the outsiders over the assets of the organization. The statement of f&@osition is an

important statement that shows the worth of the organization t:a®ls ful for users and

Financial Accounting Information. Q

It is a statement that shows the balance of the assets and liability or owner equality account at

a particular point in time. It is a mere statement \@enumerate the source and amount of
money and credit which have been availabl*\‘g .

The lending of such a report indicaﬁ%@ame of the company the title on right while the

liabilities and owner equity are {bhe left side of the statement the statement of financial
[ ]

N

position record the ﬁl@@ﬂity and assets at the end of trading period and also forms a
X

starting point for the %t rading period!%. The various classifications of a company’s assets
investment, issyed ,apital, reserves, current asserts, loan etc. owner’s equity in a business
come fi 2) sources i.e. capital contribution which is the amount of the owner and also

the r?h@ed earning which is the amount accumulated kept in the business.

2.4.3 The Principles and Assumption Underlying Financial Accounting
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There are principles and generally ideas that are intended to guide Accountant in recognizing
business activities represent common understanding about the Accounting entity and the

environment which principles will have to be applied.

Principles are built on some fundamental concept which are often disclosed because they are
generally accepted as the rules for the preparation and presentation of financial s@n‘[ that

provides information for decision making. < Q
2.4.4 Decision Making 6\
Decision making is one of the most significant features th %pass ideally the whole

organization and takes into account its moving forwg and/or Financial Accounting

Information in actualization of pre-determined goa@ objectives.

The aim of this section is to conduct a@rehensive literature review concerning the
influence of contextual factor on st‘r@decision processes. Also, this literature review
provides existing literature on de%gcn making. The effect of factors on the decision process
differs across the requ @es This creates several opportunities for further research on
the topic. This rev1e $

also reveals paucity of cross-cultural studies, longitudinal studies

and test of rela ons ip 1nteract10n and curvilinear relationship.

We als@e support abroad for theoretical showing account, the combination effect of
insti&hfnal design features in shaping decision making performance having positive effect
on decision making performance when prolong is greater and delegations also has positive
effect when training needs analysis is higher. We also find that pooling has an independent

positive effect on the decision making performance. As a matter of fact, avoiding mistakes

148



international organizations vary significantly in their decision making performance. In a
privileging decision making, he focused on intermediate step between process and outcome
is ability to adopt policy decision and policy output in most instances proceeded outcomes

while also being indicative of process without efficient processes.

However, what factors makes efficient decision making machineries or Q*tively
generates gridlock? Gaining a better understanding of this issue it is i@t for both

researcher and the policy-making. Decision making performances @l& because it sheds

light on performance the more. %

Previous reviews of the role of context in making strate@ecision creates an information
overview of the contextual factor that inspire on %Qdecision processes The strength of
these review lies in creating awareness Qb% integrative approach to context as an
explanation for strategic decision ;:roqﬁ}and the way in which they factor into the

relationship between the process aa@fcomes of strategic decision.

Furthermore, they help ma@o determine which contextual factor should be incorporated

in their thinking for certain’decision and subsequent actions. However, these reviews do not
contain in dept(éﬁq%ﬁ&son of the dimension of strategic decision process.

However,%%ercome the limitations of the above literature review are carried out an in-
deptwlew of the role of context in influencing strategic decision processes. The present
review build on the extends previous work by taking a closer work at the literature on the
strategic reason process to identify more fine grained research opportunities. By keeping the

overview function of previous reviews, adding recent studies and exploring the extent to
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which context allow us to develop further insight into the reason fort mixed findings in this

research area'%®

. He aimed to be more specific than previous review in draining up a future
research agenda. We hope that important area for further studies/research and appropriate

approach have been identified. For the present review, our research question is how to

examine the relevance, relationship that exist between the decision making. Q\

Hence it is hard to trace their progress until are under listed their broze/gntext. This
context is multifaceted in the sense that the process of making strategi ision is subject to
several factors. This it is very important to study in-depth the rol%e broader context. It is
characteristic do not necessarily impinge in isolation o strategic decision processes
and this report reviews theoretical and empirical stu%@f decision making. The purpose of

the review was to identify results that would be able to the problem of training decision

k . ,&

Current business enterprises find selves in the middle of global uncertainties, stiff
competition locally and inte\’@nally and unprecedented variations in the world. For these
reason, managers are é@% to make informed decisions if the organization is to move
forward as the 'eégs%’iowever, the quality of decisions taken by managers highly depend
on the subs@e and accurateness of information given by systems existing around them.
Sinc%éyg)n making has an enduring effect on businesses, it is important to analyze
accounting information for producing a better strategic assessment. Normally top
management takes this kind of long-term planned decisions and allocates company’s core
assets to achieve that goal. Decision making results in strategic decisions which are amongst

the most distinctive results in a business and they use these for defining goals and direction
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for long-term development. Top management is tasked in these kinds of decisions. A strategic
decision that is wrong has a negative effect on the company. This ultimately puts a lot of
accountability on the strategic decision maker. The decision making process requires
information. Accounting provides important information for decision making. Accounting

10 ancial

can be divided into financial accounting and management accounting
accounting relates on reporting a firm's financial information to e users and

management accounting relates on measuring, analyzing and reporti r internal using by

management. Management accounting provides financial and Aiffancial information to
make managerial decisions. QQ
2.4.4.1 Quality of Decision Making ’bQ

When making decisions, there is need of\eé@mg financial statements which calls for
increased usage of information gene.rat rom financial records. In this regard, analysis of
the financial records can be descrk&% a method which financial data is made usable for
quality measurement by cb@tmg financial statements to valuable information using
different methods tha% critical in management. Because of this, it is important to
understand cu '@5& quality of a business to help in future management because most
managers s%e to ensure progress and survival of a company considering the market
surrQun it. Scrutiny of financial statement should always come before beginning the
management process which means that Planning process should come after. Planning is the
critical role in any organization if at all it has an objective of good management. For an
organization to have excellent plans in its finances, it must put into considerations the SWOT

analysis. Good company features must be identified with reliable financial analysis and have
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it as the major task. Advantages derived from the analysis could be used to improve planning
processes of the organization. A company is also able to recognize its weaknesses and so it
can be able to undertake corrective measures. Due to this, management of an organization
becomes the key users of financial data. When performing financial analysis, it becomes
possible to make use of entire measures and various instruments available fi all, it
considers the vertical analysis procedures with structural and horizontal ar()/@ financial
data with organizations. There is an attempt to study trend of mr'@f&@ of organizations

financial positions using horizontal analysis'!'!. %

Competence of an organization is approximated by obse@griations. Structural financial
information gives an understanding of the structure ofb@ncial position which forms vertical

examination base. Financial structure is Veryf@al when determining excellence of a

b )

2.2.4.3 Accounting Information a@cision Making in an Organization

Practical decision is the ris%&\%ertainty involved. This means that it is important that the
information supplied }gaccountant shows the effect of risk and uncertainty and the range
of likely outcoéiﬁh’f ation for decision making must therefore be oriented towards the
future w@encompasses uncertainties. However this call for invariably involves
fore&{t/%, estimating and extrapolation. Information has no value in itself; its value derives

from improvements in the decision which are taken upon the information.

Accounting provides financial reports that are needed by outside person who invest in

business units, lend money to them or extends credit to them. Accounting furnishes reports
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which are to be used by government agencies which regulate business. It helps tax authorities
such as the internal revenue service determine the correct amount of tax collected if the unit
accounted for it is not for profit organization such as school, hospital, church or other

charitable groups, its members and those who contribute to it need to know for what purposes
and in what proportions their money is being used!!2. Q\
Accounting is often said to be the language of business in the business wo(!d@escribe the

transaction entered into by all kinds of organizations. Accounti@xls and ideas are

therefore used by people associated with business whether %are manager, owners,

investors, bankers, lawyers or accountants. Accounting e Q\ ar beyond the actual making
of records. Accounting is concerned with more than&cord making phase. In particular,
accountant should be interested in the relatio between the financial results and the
events which have created them. He sho d\\&,tudying the various alternatives open to the
firm, and be using his accountancy %@&e ce in order to aid the management to select the
best plan of action for the .ﬁ\Q.Q‘l\ccounting has been defined broadly as “the process of
identifying, measuring@?communicating economic information to permit informed
judgments and de(&\by users of information”. On the other hand it can also be defined as
“a system 0%1’1 ples and techniques which permits a series of inter-related activities that
form a %%ssion of steps, beginning with observing, then collecting, recording, analyzing
and finally communicating information to its users”. Thus the accountant’s task is to inform

raw data into information!!3.

Accounting information is therefore a data organized for the special purpose of decision

making. Just as physical measurement are provided by the metric system and are stated in
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financial terms. These economic measurements are put together in reports that carry the
information essentials for planning activities, for control of operation and for decision
making by managers of the business units, Information is the dictionary of business and
management as “that which is assigned to data by means of convention used in their
representation. Information consists of data that have been retrieved, processed erwise
used for informative or inference purpose argument or as a basic for foreca(i/g decision
making. The encyclopedia of professional management states th§ ormation must be

distinguished from data and this distinction is important. Data ely facts and figures

that have little to do with decision making, while informati @the other hand are essential

)

raw material for decision making. Accounting is Q& an end itself but an important
information device thereby the optimum objeit@ s 1

n use of accounting information
through analysis and interpretation as a bas)\\@ business decision. Its function is to provide
quantitative information, primarily i %al in nature about economic entities that are

intended to be useful in makir&@}ﬁitative choices among competing alternative course of
[ ]

action that have for rea@sequences the entity concerned.

Accounting is noi\Q%r an information design to communicate meaningful economic
information bog?% business firm or an entity to interested parties. It is also a discipline
which p%%t:s financial and other information. The information which it provides is more so

essentialfor effective planning, controlling and decision making!'4.

Accounting system is the heart of the management information system whereby cost,
financialmanagement, taxation, auditing and internal control are integrated so as to make

relevantinformation available for dealing with future prospects and environment factors.
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Accountinginformation system is the network of activities of the organization responsible for
the information obtained from transaction data for the purpose of following, controlling
current and future transactions external reporting to stock holders, government and other

external users.

Accountants provide the right information to the right people in the right qu@at the
righttime and at minimum cost. This raises the questions as to what is tth/QaI quantity,
content,accuracy and speed of transmitting information. These al@’&es have different

cost and values and it is clear that accountant should bear this @d when collecting and

presentinginformation!!6, Q

Furthermore, accounting information directs attergvgproblem areas, thus facilitating the
operations of management by exception. I%@ also be problem solving, in other future
actions, highlighting possible altemetti@ion to organizational problems and aid in the
establishment of best alternative. &@nting information must aid efficiency and not only
must it highlight existing de't'@lcws and provide a basis for appropriate action, but it must
further the interest 0‘@6 business organization by recommending changes for the
improvement '@ns, policies, procedures and various phases business operations.
Accounting @)l‘mation should be of assistance in estimating the future earning potential of
the \mjb’Qd it should generally disclose information relevant to the users of financial
statements. Besides these desirable objectives of accounting information must also be timely
because without that quality, the desired information becomes ancient history by the time it

comes to the manager’s desk. Indeed accounting information is news, if it is not timely

presented, and then its values deteriorate.
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Modern accounting information typically follows a multitier architecture separating the
presentation to the user, application processing and data management in distinct layers. The
presentation layer manages how the information is displayed to and viewed by functional
users of the. The entire is backed by a centralized database that stores all of the data. This can
include transactional data generated from the core business processes or statlcq*r data
that is referenced when processing data (employee and customer accc@cords and
configuration settings). As transaction occurs, the data is collected fi he business events
and stored into the database where it can be retrieved and proce@ o information that is
useful for making decisions. The application layer retriev w data held in the database
layer, processes it based on the configured business | and passes it onto the presentation

layer to display to the users. For example, con;'sét’g accounts payable department when

processing an invoice!!’. @

Contingency theory holds that with " ting information, an accounts payable clerk enters
theinvoice, provided by a V%Q%O the where it is then stored in the database. When goods
fromthe vendor are ree%& receipt is created and also entered into the AIS. Before the
accounts payable G\@Wment pays the vendor, the application, processing tier performs a
three-way r% ing where it automatically matches the amounts on the invoice against the
amountQ%he receipt and the initial purchase order. Once the match is complete, an email is
sentm account payable manager for approval, from here a voucher can be created and the

vendor can ultimately be paid.

Accounting information involves the use of computers to handle large volume of data with

speed, efficiency and accuracy aimed at overcoming fundamental challenges which do not
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change the principle needed by management for instance budget analysis and variance
analysis. which accounting is done and further added that Accounting information can
retrieve statement of financial position s, income statement or other accounting reports at any
moment. He consented thatAccounting information allow managers to easily identify and
solve problems instantly. The improvement in business performance *result
computerization of the accounting information as it is a highly integrate(;@cation that
transforms the business processes with the performance enhancing fe which encompass

8

accounting, inventory control, reporting and statutory processe then says, this helps

the company access information faster and takes qui gcisions as it also enhance
communication. Managers cannot easily satisfy statth&and donor reporting requirements
such as comprehensive income statement ,state of financial position and customized
reporting without using accounting inform\\@. Financial accounting stipulates that ease

auditing have better access to requir. i ation such as cheque numbers payments, and

other transactions which help @hce the time needed to provide this type of information
[ ]

and documentation durin@@ng.

It is easy to do a@c{{'f&‘g functions using accounting information posting transactions to the
ledger, the %cgﬁé of double entry can largely be automated when done through the use of
account@ This stresses that there is a risk of improper human intervention with the
comp}§ programs and computer files. Employees in the organization may temper with the
computer programs and computer based records for the purpose of deliberately falsifying
accounting information. This may result into distortion of information that would essential be

for decision making. The computer itself cannot do its work without the help of the
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individuals who feed it with data and the necessary programs for operation and identify the
quality of the outputs in terms of shape and content. The individuals are considered as a very
important requirement to the operation and the procedures in every information so the
organizations have to develop and improve the skills of the employees working in the
accounting information. The procedure and instructions of accounting informati re the
methods it uses for collecting, storing, retrieving and processing data. The ds will be
both manual and automated, and the data can come from both inte urces and external

sources'??. Procedures and instructions will be coded into accou% ormation s software;

they should also be coded” into employees through docume @ on and training, Procedures

and instructions must be followed consistently to be efﬁQQve.

The data contained in accounting information §7 the financial information pertinent to
theorganization’s business practices. Any ﬁss data that impacts the company’s finances
shouldgo into accounting informafi\é)%ﬁ data included in accounting information s will
depend on the nature of the b@, but it may consist of the sales orders, customer billing
statements, sales anal@rts, purchase requisitions, vendor invoices, check registers,
general ledger, in@ data and payroll information. The data can then be used to prepare

accountings% ts and reports such as accounts receivable aging, depreciation or

amortiz@&chedules, trial balance, comprehensive income statement, and so on.

2.2.4.4Characteristics of Decision making
It is fundamental that decision making is the function of a leader, and one of the

characteristics of decision making is the identification of the problems that exist in the
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organization that must be addressed. Thereafter a decision is taken to get rid of the problem

identified.

The problems identified must be analyzed to give room for mental and intellectual debate
because decision making are based on logical deliberation to make them more rational.
Intelligence, mental capability, knowledge experience, educational levels are GQU . One

should not forget that decision making is the voice of inner mind and intell@gic.

It is a process through which solution to any problems could be @, analyzed during
the decision making'?!'. Facts could be obtained to influence %e solution and the best

possible alternative is selected for taking decision before 1 mentation.

Decision making is an indicator of commitment. @ion maker has to bear the result of
the decision of one and other. Not only@ecision making is also the indicator of

commitment because for its irnplernen@s individual and collective effort are required.

N

Decision making is pervasive be@e 1t is used in all business and non-business organization,
[ ]
for all managerial activifs@\levels of management and in all countries.

For being perva‘siy&tany scholar regards decision making and management as being
synonymou? (/

Moreov%rgking decision is fundamental to leadership. In essence, decision making allow
leaders to respond to changing conditions, threat and opportunities in other to secure the
future success of their organization. It also provides more information to make the process
acquire enough information before taking action. In decision making large number of

people are involved with different perspective to handle a particular situation. They all
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represent their facts and figures according to their skills'??. This generates enough
information which can be used for better understanding of the situation and taking corrective

decisions.

Decision making influence people’s participation to provide more alternatives. This is done
by giving group of people and not individual opportunity to participate. Particin&e free
to present their creative ideas without hindrance and none of them is indi@/@r criticized
for any Financial Accounting Information lure but the whole groé%\(ough, the group,

different alternatives could be obtained for a particular situati&cause different people

might look differently to a particular problem by givin t options and ideas toward
the best alternative for decision making!?*. ’bQ
Decision making may be costly as those most be accommodated, motivated and

provided with conducive environmer:t. By occasions, the process might take more than
a day, depending on the size of t@ anization and the type of decisions required, most
especially when a number 6 ple are involved, it is not always very easy to arrive at a
particular option beca&&?ion raised might be criticized with limitations if adopted and

thereby make '@at a particular option difficult and consume time for academic

deliberationb

Furthgq/gfe, any wrong decision taken would have a negative impact or consequences on the
organization to attain it goal, decision making is a continuous activities that requires different
group of people from various professional fields having skill and experience. Decision

making also requires series of steps to be followed properly so as to take effective decision'?4.
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2.4.5 Accounting Informationand Financial Accounting

24.5.1 Accounting Information \

N

Accounting information can be classified into two categories financial acc l@ or public
information and managerial accounting or private information. Financ&ccounting include
information disseminated to parties that are not part of the entelgg)per - stock holders,
creditors, customers, suppliers, regulatory commissioners@ancial analysts, and trade
associations although the information is also of in@&o the company's officers and
managers. Such information relates to the ﬁnancia@[ion, liquidity: that is ability to covert
to cash and profitability of enterprise. Mar@%ccounting deals with cost profits volume
relationships efficiency and productivi %nning control, prize decisions, capital budgeting,
and similar matters. This inforr@bn is not generally disseminated outside the company.
.
Whereas the general - p:$\\ﬁnancial statements of financial accounting are as assemble to
meet basic informatiof ne€ds of most external users, managerial accounting provides a wide
variety of s e@d report for division managers, department heads project directors,
section s ors and other managers. Accounting information should include aspects such
as ﬂe\vb«%[y and companies, ability to adopt to change. The context of the flexibility does

not appear in any of the accounting definition because the definitions were developed during

stable period. The environment has changed and uncertainty has increased. In view of the
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fact that flexibility is one of the outcomes of uncertainty, greater value will be attached to

flexibility in organizations uncertainly situation.
Uses of Accounting Information

The information provided by accounting helps the manager to do things. This aﬁe that

information reveals how closely the company objective are being met scor

information directs attention i.e. it answers question about the operaﬁ’{@ A

need attention in order to bring the organization closer to its obj ect:’v@

The information helps in solving problems i.e. it answers@q estion about the best to
perform a specific task of the best solution to a given @m, further explain the first by
saying that management uses the information t@l effectively and focus attention on
deviation from plans. It also used to direct-h@peration and to arrive at the best solution

to the operating problems faced by the s@izationsm'

N

Financing- Accounting data is us%%y company and potential investors to determine findings
.

needs for the organizati n@ company analyze revenue to determine how much money

would be variable to find Upcoming projects. If there is a gap in revenue then it may know

that it need to @ut inding. Potential Investor and landers look its assets and liabilities to

determined& company is safe for investment or not

Budg\eﬁﬁg:- The constant flow of accounting data relevant to income, purchases, investment
and overheads is critical in creating the budget for the coming year. The information gathered

by the accounting department is used as a baseline to give actual performance for the year
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and understand the basic costs of company operations, sales projection for the next fiscal

year are added to the accounting data to create the company’s budget.

Inventory:- Making proper inventory level is important in keeping track of assets in the
warehouse and they sold to customer. All of that information is relevant determine how

profitable an organization is and where changes can be made to lower the cost of@‘ory

Growth:- Company growth is carefully outlined in the organization bljs'ﬁﬂ{%l, when the

revenue production and understands how company spends money, n ng information is

critical in determining how much the company can take on in-i ﬁs and cost us it tries to

make the expand profitability!?°. Q

)

2.4.5.2 Financial Accounting b

Financial Accounting is the aspect of ac@g profession which applies knowledge in
analyzing, classification and recordig®, of| financial transaction so that performance and

financial state of the businessé&y be clearly demonstrated to those entitled to the

[ ]
information i.e. sharehc%@ﬂlhe company, employees and the organization"

Shareholders who j&ied their money in the company want information on how well the
company is oigg.sb that if the management is not doing well, corrective measures should be

taken. T results of which financial statement are:
Statement of financial position, Statement of financial position and Cash flow statement

The information is prepared in general terms suitable for presentation to shareholder,
creditors an general public. Creditors, would want to know whether a company is doing well

before they could grant a loan to the company i.e. upon the presentation of the financial
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statement which would she the activities of the company whether the company is sound and

that is a high probability that t loan will be rapid when due.
2.4.5.3 Financial Decision

For any company to start business or expend its operation in the case of an existing&npany.

127

It needs funds to finance such projects's’. The sources of such funds requi ve to be

determined. There are various sources of finance available to the compjgg‘sime of which

are: Q

Internal Funding: A firm to retain a large portion (sum) on:y from its operations to
finance new projects uses this method. When this meth(@ used, it increases the earnings
per share (EPS), this is because retained earmn%bve no financial charge nor do they

require additional issue of shares. \be

Debt Financing: This is where a ﬁr@‘ows from outsiders to finance its operations. It
attracts a fixed rate of interest w@he firm must pay before payment of Taxes. This type of
finance affects the Earn Share (EPS) of the company because if the company gets

more than its pays out s ifiterest, the EPS will fall (Decrease).

Preferred O&Bnancmg This involves the issue of reference shares. The preferential
shareho& ave prior claim relative to common stockholders to the company’s assets in the
evenMankruptcy. The dividend payable to the preferential shareholders reduces the profit

of the company.

Ordinary Share Financing: This involve the issue of ordinary shares to the members of

public for subscription. The ordinary shareholders are regards as the ultimate owners of the
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business. They are also regarded as the risk bearer and stand to loses more in the even of

liquidation of the company generate buoyant profit!,

Since the main objectives of any business organization is to maximize the wealth of its
owners by increasing the earning per share, it is important to determine which financial

alternative method can be used so as to increase or maximize the wealth of owneQ\

2.5 Qualities of good Financial Accounting Information that influences Qegswn Making

in an Organization

O
Cost Benefits Balance: The characteristics of managerial@ﬁﬁng report information
provide general guidelines for their preparation of rep o meet the various needs of
management. In applying these guidelines, consid%{bs must be given to the specific needs
of manager and the reports should be tailo et these needs. In preparing reports, costs
are incurred and a primary considera:ig&hat the value of the management reports must at
least be equal to the cost of proc&'\%hem. This overriding cost- benefits evaluation must
be considered no matter h@rmation report may be!?. Therefore a report should not be

prepared if its cost e& he benefits derived by users.

Relevance: Relevahce means that accounting specific action has being considered by
managem% applying the concept of relevance it is important to recognize that some
accowg information may have a high degree of relevance for one use but may have little

or no relevance for another use.

Timeliness: Timeliness refers to the need for accounting report to contain the most up to date

information. In many cases, outdated data can lead to unwise decision. In some cases the
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timeliness concepts may require the accountant to prepare reports on a pre-arranged schedule
such as daily, weekly or monthly. In other cases reports are prepared on a regular basis or

only when needed.

Accuracy: Accuracy refers to the need for the report to be correct within the constraints of
the use of the report and the inherent in accuracies in the measurement process.Qﬁreport
is not accurate management decision may not be precise. For example if in@e report on
a customer’s past payment practice is presented to managementé\awise decision in
granting credit may be made. As previously indicated, the cc@ of accuracy must be

applied within the constraints of the use to be jade of ¢ . In other words there are

occasions when accuracy should be sacrificed for 1 cise data that are more useful to
management. For examples, in planning produc@stimates forecast of more accurate data

from past sales. \

Q)

.
In addition, it should be noted tha@ are inherent inaccuracy in accounting data that are
based in estimates and approximiates. For example in determining the unit cost of a product
manufactured, an esti@of depreciation expenses on factory equipment is used in the
manufacturing pre %ust be made. Without this estimate, the cost of the product would be

of limited u%{lness in establishing the product in the selling price!®.

Claﬂ@refers to the need for report to be clear and understandable in format and content
reports that are clear and understandable, it will enable management to focus on significant
factor in planning and controlling operations that is, reports on actual and expected costs in

standard cost and variance analysis.
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Conciseness: Conciseness refers to the equipment that the report has being brief and straight
to the point. Although the report must be complete and include all relevant information, the
inclusion of unnecessary information wastes management’s time and makes it more difficult

for management to focus on the significant factors relevant to a decision. For example reports

prepared for the top level of management should usually be broad in scope @Qresent

summaries of data rather than small details. ( Q

2.6 The Role and Relationship of Financial Accounting Infor@& in the Decision

Making. %

The Financial Accounting Information play a great role @ ows businesses to keep track
of all their financial transaction. It is the way by @w companies report and made the
Financial Accounting Information available %users the financial statement are prepared
for managers, investor, analyst, lencle@ther stakeholders to make decision standards
and best practice are series of Acn;&ggl\]g principles that companies must adhere to it their
processes of making decisioh{(&mst be noted that many companies in the world follows the
principles (GAAP), h@% the financial statement help to provide information for
compares in th '@ecords also to determine the credit workers of the business and the

level of understanding of the company that is needed when making decisions!'3°.

Frorf\r)géarch conducted confirmed that financial accounting information is an
indispensable in decision making while researcher concluded that financial accounting

information is the primary information used by managers in all types of decision making.
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It must be noted that any firms cannot make decisions without Financial Accounting
Information pertaining to equipment, personnel, material cost to determine promotional
budget. Although previous studies have established that positive correlation between
Financial Accounting Information and decision making firms global context, research have
been done on the relationship between the two variable and the result gathe s that
relationship exist as Financial Accounting Information deals with the pa(/ Decision

Making relies on Financial Accounting Information for better future a ements.

Furthermore, Financial Accounting Information is also a gui@ business owners and
decision makers as much is provided on arecas where de€isi ay be required, and to the
investors the Financial Accounting Information wou%{%p to decide whether to invest in the
company or not since the Financial Accountin ation would give an overview of the

money flow within the business. It also h Qm to drill down to the details when required.

Another study assessed on Finanv(\ﬁ%sc':ounting Information toward the decision making
revived that the future of Fi@la Accounting Information is subject to further of better
improvement with the h@?l“echnological Innovations that will help to get the information
in time and ac 'r@ this would need so as to eliminate barriers and information errors

that may affeét the decision making negatively'3!.

A cr’%&nalysis of Technological Innovation toward Financial Accounting Information

cannot prospect and challenges in using both the primary and secondary data for the study.

The primary data, survey was adopted while secondary data was generated for the study

through reports in journal from ICAN, ANAN and International Business Journals.
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The findings of the study reveal that new ideas methods and changes is not unlikely toward
preparation of Financial Accounting Information in the future. It also indicates that window
dressing and cybercrime cannot be ruled out from the information providers. However, care

must be taken when collecting information is an error free.

An empirical investigation on Financial Accounting Information and decision@g was
conducted by some scholars. The study was designed to test the e@ Financial
Accounting Information towards the decision making. The result of té%dy reveals that it is

not possible to disregard information in decision making since in%tion provided is on the

past events while the decision is for the future. Also info @ provided will also help us to
know the areas of weakness and areas where @Vement in financial accounting

information preparation and adoption of Fi Accounting Information in decision

making. @
Q)

A study also examine decision m@as a task which is burdensome and in most cases
indecision is as disastrous as’ @mg a wrong one, therefore a plan of action is indispensable.

Decision makers is co@t y confronted with problem of alternative when the resources
limited. (@
Under thi@tion, the decision making theory will help to choose the best option among

the %glives. It is therefore pertinent that good Financial Accounting Information be made

available to proper and accurate decision making.

Financial Accounting Information recent empirical studies explored that Financial

Accounting Information in published financial statement lost their relevance over the period
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of time. It was found that that the financial; statement was considered as the least effective
means of communicating information. Further the researchers expressed that this findings
backed by the theory of life cycle stage, high technology rapidly changing business

environment.

Financial information is needed before any economic decision is made. FinanciQ%mting
information focuses on actual events. For the purpose of decision making, Qe/g is used as
a guide to future estimates of the consequences of different altematé‘&he accountant can
help significantly in the areas of budgeting, investigating, inte@g and communicating

results for use by both internal and external decision mak@

Overall economic development of the country, as@t, requires adequate information,
reliable and important for economic decisi %m investors, managers, administrators of
state, etc. Along with other economifz d %ment and management, also and development
of an accounting system, able to p@% the necessary information and reliable in decision-
making, is an important factd alitative and reliable financial information is a key element
in decision-making prob% hile the availability of such information has special importance
for business '3@({ and is public interest with priority in general. The role of this
information gs&important, not only for foreign investors or large businesses, but even for those
sma%\&dium because it provides important information about the phases of decision-

making, such as planning, control and evaluation',

In conditions of global world, economic units of one country, including Kosovo, is faced
with pressure about increasing of competition, as from domestic factors, as well as those

outside. Therefore, to have a sustainable world, is very important to have exact and reliable
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information provided by information systems. Economic development has always requested
and still requires such a level of information that would enable the right orientation in
national and international markets of different companies. These economic developments,
particularly the globalization of the world, have made the economic decisions of enterprises

take more and more international significance, and in effect of these decisions, a le has

accounting information!'3?, (/0

So, the information that is communicated by the accounting is Verépxu'tant for its users,
such as investors, creditors, state, etc., as well as the ability of sr@d medium enterprises,
because it has a great importance for decision-making. ormation will be useful for
right decision-making, these latter must believe %Q& quality and authenticity of this
information. This means that the role of accounting’ information is to help users in making
economic decisions, and as such, this inf \\%n can be classified into three different types

according to user benefits'>*. \C;\\'

In general, without doubt, thi&&ounting information has big role in decision making at all
levels but a similar inb%e in the role and importance should definitely associated with
increased its ¢ H@ The reliability of accounting information is a key issue for the
developmen@(ﬂé capital market. When investors lack confidence in financial reporting,
then@ rily hampering the economic development. An complete and reliable accounting
information reflects a reliable financial reporting, and it ensures the strength of the financial
structure, reducing the risk from crises on financial markets, facilitate the process of
borrowing by small companies from the financial sector, introduced foreign investment direct

investors are allowed to assess the prospects of the company and thus make investment
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decisions based on solid information, then to support the country's economic integration into

the global dimensions!*.

2.6.1 Nature of Financial Accounting Information for Organization in Decision Making

In the day to modern life, man has become more or less dependent on Varioiype of
organization for the satisfaction of his needs. The need satisfaction is depe upon the
organization in making decision. Information an important factor in 'decision making.
Financial Accounting Information facilitate Decision Making in a @1 Organization has

%eoretical integration of

gained wide concern because, it provide a valuable focal po'@

the emerging out highly diversified field of organization t@r.

Financial Accounting Information and Decision J&b’g in an Organization influenced the
extent to which an organization achieves i,&\\@with the given resources and means. This
reflect how well the organization is equipped to; Survive in the modern competitive business

world by successful coping an%‘&crav and develop in future through creative adaption

strategies. QQ\A

For this to be achiev*e cctive and efficient information must be maintained. The study of
Financial Accountigg Information as a tool for decision making has long been the province

those in ﬂ'b ganization. In current years however, strategies have become increasingly

interé&n making decision that promote organization success.

Although there are many ways to measure organization success, a number of factors

consistently show up in effectiveness of an organization. These include the following
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Achieving organization mission, Product/service quality and value Customer
satisfaction,Capacity for innovation, Adaptation to organization and communication |,
Employee attraction and relation, Effective group and individual work, Quality of work life,

Developing partnership and alliances, Operational efficiency, and Branding and image

For an organization, measure for effectiveness vary, depending upon @ission,
environmental context, nature of work, the product or services it produt(es,gl customer

demands, hence for evaluating the above as indications for orga@gba effectiveness in

making decision is a requirement!3, %

Decision making is not a solitary action but decisions @a e within a Team in other to
make decision effective®. Decision making is the %Qade that facilitates actualization of
the corporate objectives. It is also a physi %and mental effort that normally makes
organization activities to move f9rw .\l‘he researcher observed that executive in
Construction firms in south west (1{@3# consider decision making as a means of moving the
company forward rather the&@cen‘[rate on how they can benefit from the company before
leaving. They are there%% impressed by speed in decision making; rather, they consider
virtuosity in m Ipéaj%g many variables through slopping thinking. It is a fact that many do
not know thé@ecision making is a time consuming process in putting it into effect’. This
mea@ hile the effective decision itself is based on the highest level of conceptive
understanding, the action committed should be as close as possible to the capacities of people
who have to carry it out. This study also seeks to look at how many nations around the world
give attention to Financial Accounting Information toward decision making. But in Africa

continent, the attitude of many construction firms towards the use of Financial Accounting
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Information for decision making is not the same. With the findings from Nigeria, many
construction firms attitude to Financial Accounting Information towards decision making is
not encouraging. Decision making has being described as a means of choosing an alternative
costs of action. It is a fact that where proper decision is not taken in time, it will definitely
affect the organization adversely. However, the question now is that how can ization
know that their firm is embarking on a favorable decision or unfavorable o @ answer to
this question is the result proposed or what is achieved will to determine the
effectiveness of the decision taken. For decision to be eff@ inancial accounting
information must be collected, classified and analyzed to e the extent to which it has
to be relied upon in order to formulate favorable decis@n the organization. The researcher
of this project try to examine the relevance %@’gmting information towards decision
making in construction firms and with ﬂ\\Qed to identify the areas of weakness and
necessary recommendations. Financ%—;\x‘\%&unﬁng Information all over the world has made
organizations to exert resougc&%\his area if they are to compete favorably among their
local and foreign coun%a%\\Gone are the days when business organizations were simply
required to make .p&o survive and provide a fair return to investors’ on their return.
The constructi irm find itself in the atmosphere of global uncertainties, cut throat
competiti ally and internationally in the world. Hence, a great demand is often placed
on the‘wfanagers of these firms to make effective decisions if the firm is to move forward, as
the success or otherwise of any organization is often a function of decisions taken in the past’.
However, the quality of decisions taken by managers rests upon the substance and accuracy

of financial accounting information’s provided by information available to them.
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Fundamental analysis on Financial Accounting Information depends heavily on the
accounting data that is recorded on a company's financial statements, including the statement
of financial position, Comprehensive Income Statement, and cash flow statement. These
financial statements for public traded companies is created and reported according to the
financial accounting standards set forth by the Financial Accounting Sta ABoard
(FASB) and submitted to the Securities and Exchange Commission (SE )@estors and
analysts make use of information from financial statement to make“decisions about the
valuation and creditworthiness of a company, allowing then% et price targets and
determine if a stock's price is fairly valued or not. Wi ge information provided by
financial accounting information, investors would ha\@ss understanding of the historical,
current, and prospective financial health of stocl}s&nd issuers. The requirements set forth
by the FASB create consistency in the tim d style of financial accounts, which means
investors are less likely subject to a@g information that has been filtered based on a

firm's current condition. . AQJ\
N\

2.7  Synthesis of G@ltified

Several factors 'L@ importantly, Time and Money makes the researcher to limit this
study to on‘@outh west Construction Firms in Nigeria. It would be interesting to conduct
mor@ on Financial Accounting Information and decision making so as to shed more

light on appropriate model to choose when taking decision.

Furthermore, I would like to suggest that other interested researcher should made it to cover
more than sample construction company in the state so as to know more about how their

internal control system works as the organization used here is not large enough. More so, the
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studies should be of larger sample to incorporate mixture of companies that will facilitates an

interesting result!3>.
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2.8  Conceptual Framework and Model Specification

FINANCIAL ACCOUNTING CORPORATE DECISION
INFORMATION MAKING

RS

Revenue and Target ’bQ Right People Involved

N Gathering Information

Expenses Incurred

Operating Cash Flow Identification of Problem

Working Capital Align Goals

\/v

Source: Researcher Model 2024
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2.8.1 Conceptual Framework: \

The conceptual model for the study shows the relationship among the ind Q variable
and dependent variableRevenue and TargetExpenses Incurred Oper@g ash Flow and
Working Capital while the dependent are right people invol%ghering Information,
identification of problem and Align goals it should be noted ariable indices in the figure
above indicate the relationship that exist between %Q variables for the study. The

Independent variables include four indices while t&endent variable includes four indices

Q&’

The dependent variable with all the @es ill be treated as a single variable. However the
arrows shows the relationsh.ip@int and relative influence to indices from independent

variable intention of F@ccounﬁng Information and decision making in Construction

firms in south we.ss&rla.

2.9The Imp@ e of Financial Accounting Information in Making Decision

For %%tmg and information that he produces, many operators of economic units are
interested. From this great interest from their side can clearly see the importance that has
accounting information for them. Without complete information, their decisions would have
been incomplete, and this then would reflect an ineffective decision-making on their side.

Accounting provides to users of information to have clear way of looking at the business, to
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help business operators to define clearly where they start and where they end up, to know
whether they have achieved the goals. In general, users of accounting information include
current and potential investors, employees, customers, creditors, suppliers and other trade
creditors, governments and their agencies and the public'?’. If we further analysis the reasons
for using the above mentioned accounting information, then we can see ly the
importance of accounting information worn by certain legal framework, fo n-making
within the business unit. Regarding to this, the questionnaire addfessed to accountants
employed in small businesses, medium and large businesses, ba rance companies, tax
administration and management of these units, connecte that how does information
standardized accounting affect at making Financial A@n ing Information and transparent

decisions, 56% or 45% of them answered " has @’Qmpact", while 39% or 42% answered
"has impact. @

So, making decisions on exact basis@mation is completed with right decision-making
and successful economic uni@ctionm. As an example of such information to serve
management accountinQQl\s case, can be mentioned, e.g. how was business profit for the
previous period, hd\@accounting receivable statement for specified period , which was the
most proﬁta%gtfduct, how is the liquidity situation , how are product prices in the market
afford, %rb&ccounting information is particularly important for employees of (economic
units)\tﬂ% entity. It is reflected on the need that they have to be informed about the financial
situation of the unit that is related to the possibility of increasing their salaries, and then
improve existing working conditions, the overall business progress, etc. Exact accounting

information needs especially entity's shareholders. They want to be informed about the
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financial situation in order to decide to whether the investment they have made will be
profitable or not. Such information need all investors of unit, depending on the financial
situation of the unit, which condition they learn through published accounting information ,

they understand if their investment was needed and make decisions for the future to increase

investment or to narrow it'3°. Q\

2.9.1 Using information to make simple economic decisions ( 0

PN

Economic decisions are made every day. Take the example 0@16 text. A business
=

opportunity is identified which will satisfy the ambitions of 6 epreneur. Some research
reveals that there is an opening for such a business. Fact@)nsidered in the planning stage
are investment needs, financing, estimates of op%ef@osts and how much to charge for

services, finally culminating in the decision @eed with the business.
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Chapter Three

Methodology

This chapter describes the methods adopted by the researcher in order to achieve the
objective of the study as well as the proposed research hypothesis. This chapter discussed the
methodology which include research design, target population, data collection instrument,

validity and reliability and analytical technique.

3.1Research Design

To access the Financial Accounting Information towards decision making, this study used
descriptive surveys approach due to the nature of the research. The approach was considered
to examines the attitude of information users towards the decision-making in construction

firms in south west Nigeria.

The study use questionnaire with the staff selected, forming a population to collect data in an
effective and meaningful way and also to assist the researcher to collect dataand description
of the existing phenomenon as it is existed by asking individual about their perception

attitude behavior and values'.

3.2Population of the Study

The table below shows a description of the population figure as well as the respondents.

A sample of 384 respondents was selected by the researcher which represents the sample size
out of total population of 9,500 and the simple size was determined by using slovin’s

formular.
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The table shown below shows the population of each construction firm in south west

Nigeria:-
S/NO Name of each state Estimate population of selected Percentage
workers (%
\\ )
1 Oyo 1,500 16%
—\
2. Ogun 2,000 21%
A WA N
3. Ondo 1,000 10.5%
RV,
4. Osun 1,000 10.5%
apS\
5. Ekiti \ 1,500 16%
>
6. Lagos . A 2,500 26%

N

Total (@ 9,500 100%
PN

Source: Researcher Compilation, 2024.
3.3Sample and Sampling Techniques

Due to the large number of population in this Study, it is impracticable for the researcher to

get across to the whole population due to cost, and time factor to deliver the final result of
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this research work, though adequate measures were put in place to ensure that these factors

did not in any way affect the validity of the final result of the study.

Therefore, the researcher employed the use of Slovin’s Formular. The total population of the
study is also estimated. While the Chi-square was used for hypothesis testing when it

necessary to compare the actual observed with the expected frequency.

Slovin’s Sample size determination formular

n= N

1 + Ne?

where n = sample size

N= population

e = 5% level of significant

Given N= 9500 while e = 0.05% at 5% level of significant

9500
n:

1 +9500(0.0025)
n= 9500

1+ 23.75
n = 9500

24.75
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383.84

384
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Table 3.2 Distribution of Sample Size Respondents

S/NO Name of each state Estimate population of Percentage % of Sample size
selected workers o, respondent
* 384
1 Oyo 1,500 16% 61.44 61
2. Ogun 2,000 21% 80.64 81
3. Ondo 1,000 10.5% 38.32 40
4. Osun 1,000 10.5% 38.32 40
5. Ekiti 1,500 16% 61.44 61

6.
Lagos 2,500 @ 26% 99.84 101

100% 384

Source: Resea:@(]‘ompilation, 2024.

The sa 1®Was determined by the use of slovin’s formular, therefore a sample
size of 384®0ndent were randomly selected Oyo State 61, Ogun State 81, Ondo State
40,%@ e 40 Ekiti State 61, and Lagos State 101. The total sample size for the study

was 384.
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3.4Description of Research Instrument

The main research instrument used by the researcher is the questionnaire. This was carefully
designed for collection of data in accordance with the specific research question. It also

contained a form of set question to be answered by the respondents.

The questions from the researcher were very simple that the respondent could easily
comprehend fully. This questionnaire was designed to collect quantitative data. The
researcher considered this tool i.e. questionnaire for collection of data because it was
convenient whereby the respondents could choose answer to the research question without

difficulty.

The use of questionnaires is also relevant since the facilities for collection of feedback is

based on the perspective and opinion of the respondents.

Questionnaire also helps the researcher to generate adequate and valid information that
accounted for the success of this study. The questionnaire contained two sections: A and
section B. Section A is for the introduction while section B is for demographic variable of
respondents. However section B also contain questions pertaining to the objective of the

study.
In other to test the objective of the study chi-square method was used for hypothesis testing.

3.5 Validity of the Research Instrument
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The supervisor and professionals in the field of business Administration were given the
instrument for input and adjustment where necessary. This become necessary to ensure item

consistency, easy of understanding and question sequence appropriate.

Furthermore, the final draft was measured using chi-square method to do the testing after
corrections were made so as to determine the research work accuracy, consistency and the

Reliability.
3.6 Administration of the Instrument

The research instrument i.e. questionnaire was self-administered to four hundred (400) staff

in different locations. And three hundred and eighty copies (384) questionnaire was returned.
3.7 Method of Data Analysis

The study opted for the description and analytical research design to examine the information

gathered from the Construction firms in south west, under investigation.

Chi-square method was used to analyze the respondent’s demographic information
concerning the estimates, frequency, distribution and percentage about the results of the

research work.

Furthermore, techniques used to test the hypothesis is chi-square method to determine the
relationship between the FAI and decision making in Construction firms in south west,

Nigeria
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Chapter Four

Results and Discussion of Findings

This chapter presents the analysis of the data collected through questionnaire and the
discussion of findings. The aim of this Study was to examine the roles of Financial
Accounting Information and Decision Making in Construction Firms in South West Nigeria.
A structured questionnaire was distributed physically and online to different construction
company in different industries and utilized as the data source. The collected data was
entered into SPSS (Statistical Package for Social Science) and analyzed using percentages,

means, and standard deviation. The results were presented using descriptive statistics.
4.1Demographic Data Analysis
4.1.1 Characteristics of the Respondents

In line with the plan of study, this chapter provides a statistical data, and analysis of the data
gathered in the course of this study. The data were obtained through the administration of
questionnaire. A total of 400 questionnaires were administered on the respondents and
intensive effort was made to ensure that 384 were filled and submitted. These responses were

good for the purpose of this study.

A great deal of importance is usually attached to data analysis: this is because conclusions
drawn will be based on the data analyzed. Therefore, to make the study easier to understand,

the analysis of the data in respect of a particular question was immediately followed by the
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presentation of findings. This would enable any reader to understand better the results

arrived at. The analysis and presentation of data also gave meaning to the data collected'.
4.1.2 Demographic Characteristic of the Respondents

The demographic characteristics of the respondents are of great important in any survey
research. It allows for the characteristic, quality and relevant of the respondents in the study
to be assessed. To this end. The current study collected selective and relevant demographic
characteristics of the respondents which include; gender, age, marital status, years and
education level. In this case, study validates the quality and relevance of the respondents to
the study. The analysis of demographic characteristics of the respondents are shown in tables

below.

Table 4.1 Gender Distribution of the Respondent

GENDER FREQUENCY PERCENT (%)
Female 175 45.5

Male 209 54.-5

Total 384 100.0

Source: Research Survey. 2024

From the table 4.1 above, it is observed that 175 of the respondents which represent about

45.5 % of the respondent analyzed in the study were females while 209 of the respondents
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which represent about 54.5% of the respondents were males. This implies that the study

captures more males than females as represented graphically below

Graphical Distribution of the Respondent
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Female Male Total

Source: Survey Research, 2024

Table 4.2 Age distribution of the Respondents

AGE FREQUENCY PERCENT (%)

18-30 years 98 25.5
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31-43 years 204 53.1

44-56 years 72 18.7
57 years and above 10 2.7
Total 384 100,0

Source: Research Survey, 2024

As observed in Table 4.2, 98 of the respondents which represent about 25.5% of the
respondents were within the age range of IS years to 30years old while 204 of the
respondents which represent about 53.1% of the respondents were between 31 years of age
and 43 years old, 72 is 18.7% of the respondents were between 44 age and 56 years old and
10 is 2.7% of the respondents were of the age 57 years and above. The implication of this

result is that majority of the respondents captured in the study were of young generation
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Source: Research Survey 2024
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Table 4.3 Level of Academic Qualification of respondent

Qualification  Frequency Percent (%)
Primary 46 11.9
ND/HND 171 44,.6
~Y '
B.SC 141 36.8
L =
MSC 26 6.7
e\

Total 384 100.0

Va\"4

Source: Research Survey 2024

As observed in Table 4,3 46 of respondents which represent about 11.9% of the respondents
possessed primary education, 171 (44.6%) of the respondents possessed Ordinary National
Diploma or Higher National Diploma (HND); 141 (36.8%) of the respondents had a,
Bachelor of Science (B.Sc) degree, 26 (6.7%) of the respondents had' a Master degree. From
these results, it implies that majority of the respondents who are owners of the business
ventures are having ND/HND 171 (44.6%), followed by respondents having BSC 141
(36.8%) while the least MSc holders had the least number of respond the study 26 (6.7%).
The implication of this analysis shows that most of the respondents were educated and can
fully understand the contents of the questionnaire and be able to give objective opinion as

much as possible. This analysis is represented in the graph below.
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Table 4.4 Showing the Marital Status of the Respondents

Status Frequency D’Percent (%)
« N
Single 50 13.0
LY
Married 324 84.4
a\ "~
Divorced 10 2.6
\
Total > \5394 100.0
. N

Source: Research survey. 2024

The above table revealed the marital status of the respondents. From the Table 4.4 above, it is
observed that 50 of the respondents which represent about 13% of the respondent analyzed in

the study were Single while 324 of the respondents which represent about 8-of the
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respondents were married and 10 (2.6%) of the respondents were divorced. This implies that

the study captured more married as represented in the graph below.

Showing the Marital Status of the Respondents
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Source: Research Survey 2024

Section B @ 7
Analysis of the Respm@\wards research Question
Question 1: ho@sn’uction firms in south west Nigeria considered financial accounting

information& t and adequately prepared for discussion making

Requllzr Respondent Percentage (%)

Yes 300 78.1

No 84 21.9
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Total 384 100%

Source : Field survey 2024

From the above table it is very glaring that 78.1 % accept that FAI I relevant and adequately

prepared for discussion making in construction firms while 21.9% did not accept \

Question 2: what are the common challenges and relationship in ﬁn counting

information and decision making in construction firm in south west, Ni&l.

O
Response Respondent P@tage (%)

Yes 6

No 378 b 98
384 ®%
D

Total 100%

Source: Field survey 2024 Q 4

The table above show@st of the respondent said that there is challenges while little

said there is not.
Q

Question 3:& o effective financial accounting information and decision making help to
control ’b, financial mismanagement and manipulations of accounting figures in south

west Nigeria

Response Respondent Percentage (%)
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Yes 383 99

No 01 1
Total 384 100
Source : Field survey 2024 Q\

As it can be observed from the above table majority of the responden&&yhile only 1%

disagree Q

Question 4: Does the financial accounting information and (@on made satisfy the need of

internal and external users in construction firms in sou@

Response Respondent \¢ Percentage (%)

O

N 78

Yes 300 . 5\'
No . A® 19

\\
Undecided Q 10 3
Total Q:\\% 384 100%

Source Fighd survey 2024

The above table shows that the majority believe that FAI and decision making satisfy the

need of external and internal users in construction firms and minority did not believe

Hypotheses Testing
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This chapter explains the procedure to carry out hypothesis or significant Testing. Hypothesis
is also the process by which the belief is tested by statistical means, one fact about hypothesis

is that result of hypothesis would be either be accepted or rejected.

The chi-square(X), formular is an important and useful for hypothesis testing when it

necessary to compare the actual, observed distribution with hypothesized @pected

frequency. It is often referred as a food nets of fit test. (

The formular is as follows:- 6\
X2=  (0O-Ey 0 s

E D
Q
(e
where ’bb

O

X?2= chi-square
observed frequency (O) ’&C)

&

expected frequency (E) Q\
Data Analysis Accgr\l' g to the test of Hypothesis

N

The result ofithéumvestigation were presented in line with research hypothesis that this study

shall be@g as follows.
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Hypothesis One

Hol: The Financial Accounting Information is not relevant the decision making. \

Option Oi Ei Oi-Ei (Oi-Ei)? (§1-Ei)2
6\ 2

Yes 0 0 0 Q\ 0
Q

NO 384 192 192 36,864 18,432
>
384 o)
0

18,432

Oi = observe frequency Q

N\
Ei = Expected FrequenQQ
Ei= sum of @%ﬂ

no ibé‘egories
5\

Ei=192

Degree of freedom = n-1
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where n is the number of category
DF (Degree of Freedom) = 3-1 =2

Level of significance = 0.05

Critical value = 5,990 \
N
(O

Decision Rule 6\
Since the critical value (5,990) is less than chi-square calculated\I.€. 18, 432 we can now
reject the null hypothesis and accept alternative whic@ that Financial Accounting
Information is relevant to decision making. This i @ with the researchers’ opinion that
all organization should adopt and use Financial nting Information since it is capable of
making decision easier. &KQ
Hypothesis Two é";\\'

e

[ ]
Hy2: there is no relaﬁ&@ tween Financial Accounting Information and to decision

making.
pa Q\%

Option Oi 6 " Ei Oi-Ei (Oi-Eiy? (Oi-Eiy?

& :
Yes 300 150 150 22,500 11, 250
NO 80 40 40 16,000 8,000
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No Answer 4 2 2 2

Total 384 19,250

Oi = observe frequency

Ei = Expected Frequency Q\
Ei= sum of respondent ( 0

no of categories E
Ei= 300 0

Ei=150 (bb

Degree of freedom = n-1 &
° \\'

where n is the number of categorxé

DF (Degree of Freedom)s@
Level of signiﬁcayg&).OS

N\
Critical Valuﬁ 990
Dec@

Since the critical value (5,990) is less than chi-square calculated is 19, 250 we can now reject
the null hypothesis and accept alternative which states that there is relationship between

Financial Accounting Information and to decision making.
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Hypothesis Three

Ho3: Financial Accounting Information and decision making cannot be used to control fraud,

mismanagement and irregularities in the system.

Option Oi Ei Oi-Ei (Oi-Ei)? (Oi-Ei)?

N\
O

£
Yes 344 172 172 29,5@ 14,792
5

NO 30 15 15 62 E

No Answer 10 5 5 25 133
)
Total 384 @ 14,918

113

<.
oo
G

Oi = observe frequency A

Ei = Expected Frequen@

Ei= sumof ?§®t
N
no @egories
-\

2
Ei=172

Degree of freedom = n-1
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where n is the number of category
DF (Degree of Freedom) = 3-1 =2
Level of significance = 0.05
Critical value = 5,990

Decision Rule QQ
Since the critical value (5,990) is less than chi-square calculated I Q 432 we can now
i

reject the null hypothesis and accept alternative which state% inancial Accounting

Information and decision making can be used to c@aud, mismanagement and

irregularities in the system.

Hypothesis Four b

Ho4: Financial Accounting Informatu% ecision making can not satisfy the need of the

management and other users. &C)\

N

Option Oi QQ\& Oi-Ei (Oi-Ei)? (Oi-Ei)?

1
Yes (9:\\'\ 25 25 625 313

NO ’b 30 165 165 27,225 13,613
No AnsWwer 4 2 2 2
Total 384 13,928
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Oi = observe frequency

Ei = Expected Frequency

Ei= sum of respondent

no of categories

Ei= 330
2
Ei= 165

Degree of freedom = n-1

where n is the number of category
DF (Degree of Freedom) = 3-1 =2
Level of significance = 0.05
Critical value = 9500

N
N

Decision Rule

)
®%

Since the critic@S ,990) is less than chi-square calculated is 19, 250 we can now reject

the null h sis and accept alternative which states that Financial Accounting Information

and décigion making can satisfy the need of the management and other users.

4.4 Discursion of Findings

This section presents the discussion of findings based on conceptual, theoretical, empirical

submissions in the past literature within the result of the current study
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The result were presented using demographic data analysis and the graphical distribution of
respondents. Demographic characteristics characteristic of the respondent provides
characteristics qualities and relevant of the respondent in the study, the analysis of the
demographic characteristics of the respondent collected includes gender, age, marital status

year and educational level and the results of the test observed was stated to undQ d what

the tables revealed (/Q

The conceptual findings suggests that lack of competentant hané&titute one of the
constraints in preparation of reliable and accurate financial acco@ information. Scholars
identified failure in using relevant accounting concept a ards in their disclosure. All
the accounting concepts communicate different ide@wards the preparation of financial
statements and so on the concepts can nor be i so as to provide a very sound advice
that could be useful when making decisio }0\% also observed that in the past research work
accounting concepts facilitates be{é’%r vement in preparations of financial accounting
information. It was discova&% the concepts of financial accounting is not a modern
intervention but has been 'Qactice long time ago. It started with methods of we see today.
Without doubt ae@ng concept is not a modern day intervention because it roles has
broadened ;&{arations of financial statements even with the evolution of financial
accoum@he use of financial accounting concept cannot be overlooked to provide a better
servégy professional and besides financial accounting concepts keep the activities of the

organization on yearly basis and to the organization on yearly basis and to do the comparism

to know thr areas of weakness for improvement.
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It was also observed from past research that accounting concepts are principles that must be
follow by the accountants in recording of business transactions and the transactions and event
that cannot be expressed in monetary value must be excluded from the financial statement.

As concept in financial accounting is so significant in preparation of financial statement it

has its limitations. Q\

Going by the theoretical review, the theories was used to explain and predi@/@ffect of the
decisions and also to challenge an existing knowledge within the 1@{ critical boundary
assumptions. Different theories are in place in making decisions%he contributor of these
theories are not same but all the theories are working to king it right option so that
the organization can achieve its goals and obj ectiveﬁb%h the finding from the researchers
financial accounting information plays a role in erational of construction firms in south

west, Nigeria, providing essential data fo@g;ting, forecasting and resource allocation.

Also financial statement keep the\Qgeholders to access the financial health of the firm
facilitating better decision miaki Q.{n the same way, study disclosed that with the availability
of various theories that@ be used to make the best decision, limitations still exist. Many
construction fi '@challenges related to inaccurate financial reporting, lack of skilled
accountants@ inconsistent application of accounting standards. Many of the firm in south
wes\N/% rely on Traditional manual accounting method which result in errors and hinder

effective decisions.

The empirical findings reviewed works of other researcher on financial accounting
information and the decision making. The researcher also look at the different methodologies

used by various studies and their findings. Consequently, submission wee made on how
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previous studies recognized and measure each of the variable under each study the
mathematical model as provided by the underpinning theory was presented and the summary
of gaps in the literature. Another findings from the researcher was that FAI and decision

making could be used to control or reduce fraud, misappropriation in organization
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Chapter Five

Conclusion
5.1 Summary of Findings

This chapter present summary of findings, conclusion and recommendation from &sult of
the finding where the following were emerged. ( O

It shows that the financial accounting information is relevant to de@l'og\making. With the

information provided it serves as a guide and basis for making de%m.

Financial Accounting Information and decision mak@re related because Financial

Accounting Information is conscious of the past w?ip@decision making focused on future.

As a Matter of fact financial accounting '&(@Ion could be made available through the
financial accounting but financial ach&ng faced challenges when making decision such
challenges is that users must c&!{{ﬁus of when making decision such challenges that

Automation and Artificial %{Agence Cyber Security, Cloud Based Accounting technique

and Block Chain. Q

Furthermore t@ult shows that a positive relationship exist between the Financial
Accounti@ormation and decision making, this mean that if Financial Accounting

InfoMon is neglected, it may lead to ineffective decision.

Financial Accounting Information is also adaptable in decision making to address challenges

in practice. Many occasions, where there is need to take decision especially in a complex
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situations in practice demands are made for Financial Accounting Information before

decision?.

Financial Accounting Information can also be used to prevent irregularities, misappropriation

and to improve on internal control arrangement. As Financial Accounting Information help to
The researcher revealed that construction firms in the so@ applies Financial

provide past records as a basis and guide when taking decisions?.

5.2 Conclusion

Accounting Information in their decision making as obse@in their performances. The
effectiveness however was supported by the facts collecte m their Accountant on how the
Financial Accounting Information has been %’\b% when taking decision for the
construction firm. This is to say that the us@%ncial Accounting Information is very vital
in taking decision. It must be noted thaj\ onstruction firms the management staff make use

of the Financial Accounting Inf&‘a@on day to day and for the internal control when in

pracice \}Q\A

Therefore Financial Acotnting Information is useful in the construction firm in south west
to control fra@,)?rregularities and resources especially when taking decision. Also
relationshi een Financial Accounting Information and decision making facilitates better

orgaMon performances and improvement in the system?.
5.3 Recommendation

The following recommendations are made available on the basis of research findings;
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Financial Accounting Information can only be useful if it is relevant and timely. Management
in construction firms in South west should therefore try to install modern computers for
people to work with so as to help the production of accurate Financial Accounting

Information, this will go a long way enhancing the effectiveness and efficiently of the firms.

Construction firms need to use financial and project accounting package so@ This

should be provided enhance better performance and will allow improv@n financial

department. 6\

Managers should be trained so as to have knowledge of comﬁr enable them understand

the use of the system and for staff in Account section, 1ed people should be engage,

many of the construction firms are not using comp&ﬂ&lds.

Management in construction in south wes&\@ ensure that jobs are allocated to staff that
are qualified for quality and timely,jg& be delivered. This is because the management

need the Financial Accounting In&ﬁ%&ion to take decision

N

Furthermore, the study r @mnd that construction firms should provide facilities and tools
to work with. And th§§ be deployed to account section should be accountant be people
with knowledeg\Sccounting and not an Engineer to act in the capacity of an accountant.
The man nt should be conscious of the need of personnel allocation policy so as to

avoia\&l in staff performance and lastly the construction firm should try to motivate their

staff and be allowed to further their studies.

5.4 Contribution to Knowledge
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This thesis contributes to the existing body of knowledge by providing valuable insights into
the role of Financial Accounting Information (FAI) in decision-making within the context of
construction firms in the South West region. While much of the literature on financial
accounting focuses on its general role in business, this study specifically examines its

application within the construction industry, an area often overlooked in accountiQ“égearch.

One of the key contributions of this study is its demonstration of the Qegbelationship
between financial accounting information and decision-maki analyzing how
construction firms rely on past financial data to guide thei%tegic and operational
decisions, the research underscores the importance of @ helping firms navigate the
complexities of project management, resource alloca;'b@and internal control. It reveals that
timely and relevant financial data not only infora ay-to-day operations but also enhances

long-term planning, ultimately improvin@ organizational performance.

W
Furthermore, the thesis highlight&\@hallenges that construction firms face in utilizing
financial accounting infonﬁa&, particularly in light of emerging technologies such as
automation, artificial ih@gence, blockchain, and cloud-based accounting systems. These
technological a 'a@tn‘[s are changing how financial data is processed and analyzed, and
this study of@ important insights into how firms can adapt to these developments while still
relying %’Qﬁditional accounting practices. The findings stress the need for competent staff
and adequate infrastructure to ensure that financial accounting information remains accurate,

timely, and relevant in the face of these challenges.

Another important contribution of the study is its emphasis on the adaptability of financial

accounting information in addressing practical challenges. In situations where decisions need
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to be made quickly, especially in complex or high-stakes projects, FAI serves as a critical tool
for decision-makers, helping them manage risks, control fraud, and ensure the proper
allocation of resources. By providing a comprehensive overview of how financial data can be
used to prevent irregularities and improve internal controls, this study deepens our

understanding of the broader functions of financial accounting beyond sim@ancial
reporting. ( Q
5.5 Suggest for Further Studies 6\

While this research provides valuable insights into the&ole financial accounting
information in decision-making within construction ﬁrms@e are several areas that warrant
further exploration. Future studies could del @r into the impact of emerging
technologies such as blockchain, artificial i ence, and cloud computing on financial
accounting practices in the construc.tio %try. These technologies are transforming the
way financial data is collected, prq&&}d, and analyzed, and understanding their full impact

on decision-making in con$ ion firms could offer significant practical and theoretical

benefits. QQ

Additionally, @earch could examine the long-term effects of using financial
accountin;b rmation in decision-making, particularly in relation to sustainability and
stratég{c/ lanning. While this study primarily focused on operational and short-term
decision-making, exploring how financial accounting supports long-term decision-making,
such as in project sustainability or corporate strategy, could provide a more comprehensive

understanding of its role in the industry.
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Another interesting area for future research would be to investigate the cultural and
organizational factors that influence the use of financial accounting information in decision-
making. Construction firms, particularly those in different regions or with different
management structures, may face unique challenges in integrating financial data into their
operations. Understanding these challenges could lead to more tailored recomm ions for

improving financial decision-making processes across diverse organization(s@gs.

Finally, research could explore the comparative use of ﬁnancialé%mting information
across different sectors of the construction industry, such as re%tial versus commercial
construction, or large-scale infrastructure projects vers er, localized developments.
This would provide a more nuanced view of how ﬁn@ accounting information is utilized

in various contexts, potentially leading to sectorcﬁbfwc recommendations and practices.

228



BIBLIOGRAPHY
Chapters in Books

e Boswell, J. Life of R. W. Johnson. Edited by Chapman. Oxford: Oxford University
E-Books /\(/

e Daske, H., and G. Gebhardt. "International Financial g Standards and

Press, 2022. Unabridged edition, 34, pp. 90-98.

Experts' Perceptions of Disclosure Quality." Aba ,ho. 3-4 (2021): 461-498.
Journals 6’6

e Akintoye, I. R. "Optimizing Invest %Qecisions Through Informative Accounting
Reporting." European Jour@ocial Sciences 21 (2020): 78-94.

e Alexander, D., C. Noibi@Baker, and P. Wallage. A European Introduction to
Financial Acco@ondon: Prentice Hall International (UK) Limited, 2022. The
Internati rnal of Accounting 35, no. 2 (2022).

. Ante@., nd A. Briton. "Financial Reporting in a Corporate Organization." Journal
@tancial Accounting and Banking Research 6, no. 2 (2021): 12-20.

o Barrett, P. "Structural Equation Modelling: Adjudging Model Fit." Personality and
Individual Differences 42, no. 5 (2020): 815-824.

e Baker, R., and P. Wallage. "The Future of Financial Reporting in Europe: Its Role in

Corporate Governance." The International Journal of Accounting 77 (2020): 18-19.
229



Beest, V. F., G. Braam, and S. Boelens. "Quality of Financial Reporting: Measuring
Qualitative Characteristics." Working Paper, Radboud University, Nijmegen,
Netherlands, 2021.

Cole, V., J. Branson, and D. Breesch. "4 Review of the Different Methods Developed
to Measure the Comparability of Financial Statements." Working Paper LSQ\
International Journal for Finance 5, no. 6 (2022): 80-89. (}Q

Davila, T., G. Foster, and A. Pearson. "Management Accounti@@ems Adoption
Decisions: Evidence and Performance Implications from 'p Companies." The
Accounting Review (2020): 81-98.

Elliot, B., and J. Elliot. Financial Accounting a@eporting. 10th ed. Essex: Pearson
Education Limited, 2022. Journal of Fin Accounting 10, no. 2 (2022): 12-17.
Gulin, D., F. Spajic, V. Vasicek, and&&ger. "Influence of Stock Manipulation on
Financial Statements." ALES@Iding of Society Based on Knowledge,
International Scientij.’ic &@vence, Bratislava. International Journal of Business
Management 16, 10" 021): 860-900.

Gulin, D., .%er, and B. Tusek. "The Role of Accounting in Corporate

Gov%‘n&c} MicroCAD International Scientific Conference, University of Miskolc

@ ation and Technology Transfer Center, Miskolc. The International Journal of

\(ccounting 9 (2021): 712-820.

Ross, S. A., and R. W. Westerfield. Corporate Finance. St. Louis: Times
Mirror/Mosby College Publishing, 2021. International Journal of Accounting 6, no. 1

(2021): 67-89.

230



e Smith, J. L., R. M. Keith, and W. L. Stephens. Financial Accounting. New York:
McGraw-Hill Book Company, 2021. International Journal of Accounting Information
9, no. 2 (2021): 77-89.

e Zager, K., and L. Zager. "Accounting Information in the Function of Business Quality
Measuring." 23rd Annual Congress of the European Accounting Associat'QNunich,
March 2021. International Journal of Business Management 9, no. 1 67-89.

e Zager, K., and L. Zager. "Audit as a Basis for Efficient Mana t." MicroCAD

International Computer Science Conference, University o% Ic, 2020.

Magazine Articles Q

e "Social Networks and the Cognitive Mot] &0 Realize Network Opportunities: A
Study of Information Gathering Belﬁ@sf‘ Journal of Organizational Behavior 2

(2021): 51-78. C;\\'
N
e N/A(No I}Es\&mer articles included in your list)
C
Periodica}@kles

o\M' alking Accounting: An Ethnography of Management Knowledge in British and

Newspapers

German Brewers." Accounting, Organization and Society 8, no. 5 (2023): 92-120.

Textbooks

231



o Costello, A. M., and R. Wittenberg-Moerman. "The Impact of Financial Reporting
Quality on Debt Contracting: Evidence from Internal Control Weakness Reports."
Journal of Accounting Research (2021): 69-80.

e Romney, M. B., P. J. Steinbart, and B. E. Cushing. Accounting Information Systems.
Boston: Addison-Wesley Publishing Company, 2022. International Journ@
Applied Management Accounting Research (2022). Q

e Young, A. Arthur & Company Study Group on the Objective o ncial Statement.
"Financial Accounting Standards Board, American Instit ertified Public
Accountants." International Journal of Informatio ement 6 (2020): 212-420.

e Abdallah, W., and A. Majbour. "Non-Financial Q(formance Measures and the BSC

of Multinational Companies in a Multi-C & Environment." Cross-Cultural

Management 6, no. 5 (2021): 40-78@
E-Books (Online Resources) \(’)
o "International Fi '\eporting Standards." International Accounting Standards
Committe.e&dation, London. International Journal of Information Business

N

Man%ecw
&

(2021).

232



10.

I1.

Endnote

. A.Pulic,Intellectual Capital — Does it Create or Destroy Value? Measuring Business

Excellence, 8(1),2021, 62-68.

L Omgyuan&Tielin, W. Financial reporting quality and corporate investment
efficiency: Chinese experience, Journal of Accounting, 2(2),2020, 23-34.

N. Nankai Business Review In Practices: a note on the extent of adoption and the
influence of organizational and cultural factors”, Management Accounting
Research, 15 (4), 2021, 90-93.

V.F.,, Beest, G. Braam, & S. Boelens, Quality of fimancial reporting: Measuring
qualitative characteristics. Working Paper, Radboud University, Nijmegan,
Netherlands, 2, 2021, 1-108.

. R.O. Etengu& M. Amony, Internal conttel (System and financial performance in

nongovernmental organization in UgandaNA® case study of international union for
conservation of nature. International(Jetrnal of Contemporary Applied Sciences,
3(2), 328-347. 2021.

S. Raingopal. . &MVenkatachalam, . Financial reporting quality and idiosyncratic
return volatility. Journal of Accounting and Economics, 51, 2022, 1-20.

M. Rameza, M.E. Sanjaghi&  H.R. Baly. Organizational change capacity and
organizational performance. Journal of Knowledge-based Innovation in China.
1(2), 197-213.

M.B. Rommey& ,P.J.Srembart. Accounting information systems. (Pearson Prentice
Hall).2,2021, 23-33.

M D Salad, . & H Hanned. Evaluation of the effectiveness of accounting information
systems.1(2), 2022, 197-213.

S., Burchell, Clubb, C., Hopwood, A., J. Hughes,.&Nahapiet, J. The roles of
accounting in organizations and society, 4, 2021, 22-33.

R.W., Turley, S., Burns, J., Lewis,, N. Joseph, . and A Southworth,
External Reporting and Management Decisions: A Study of their Interrelationship in

233



12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

UK Companies.: Chartered Institute of Management Accountants.
Schermerhorn,London5(2), 2020, 197-212.

P.M. Senge: The Art and Practice of Learning Organizations. The Fifth Discipline,
New York, NY: Crown Business.2, 2019, 100-109.

N.F. Sheath. Theories and determinants of voluntary disclosure. Counting and
Finance Research, 3(1),2020 18-23.

U.H.Shehu& , B. Ahmad (2021). Firm characteristics and financial reporting quality
of listed manufacturing firms Nigeria.International Journal of Accounting,
Banking and Management, 1(6), 2020, 47-63.

S Shehu. Financial reporting quality, does monitoring characteristics matter? An
empirical analysis of Nigerian manufacturing sector. The Business & Management
Review, 3, 2021,147-155.

K. Ahmad social networks and the cognitive motivation to realize network
opportunities: A study of information gathering behaviors. Journal of
Organizational Behavior, 4, 2020, 51 - 78.

D Soumet. Intellectual Capital Statement.Technical paper on Zone Industrial Nord,
VMIB65.07 MONTAIGU.4(2), 2022, 55-64.

S . S., Elaine, M., Aspinwal, A. &Guimaraes, R. Performance measures in English
small medium enterprises: Survey result. Benchmarking: An International Journal,
13(1), 2021, 120-134.

N. BerishaVakshi Standardization of accounting in Kosovo™ British Journal of
Economics, Finance and management Science, , 4 (1), 2021, pp. 11-17.

P. Barrett, Structural equation modeling: Adjudging model fit. Personality and
Individual Differences, International Journal of Accounting 42(5), 2021, 815-824.

H. Stuart Management accounting and integrated information systems 9th Edition,
Prentice publishing house. 4(5), 2022, 15-24.

T Smart., Accounting trends in a borderless world,” Chartered Institute of
Management Accountant, 3rd Edition,PernicTileCk House Accra Ghana. 2(4), 2024,
81-84.

234



23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

T, Davila & A. Pearson. Management accounting systems adoption decisions:
Evidence and performance implications from start-up companies. The Accounting
Review, 80(4), 2020, 1039-1068.

S. Tony & H D Tin. Evaluation of the usefulness of efficiency of the accounting
information system. Business Management and Economics, 3, 2020, 2350-2357.

H. Tin The effect of international institutional factors on properties of accounting
earnings. Journal of Accounting and Economics, 29(1),2022, 1-51.

M. M. Saved The relationship between financial reporting quality and investment
efficiency in Tehran stock exchange. International Journal of Academic Research
in Business and Social Sciences,18(8), 2021, 1456-1470.

S. Tin., The organizational learning effect of management accounting information
under advanced manufacturing technology. Journal of Information Systems, 11,
2019, 142-158.

T. Seng. The correlation between organizational culture and knowledge conversion on
corporate performance. Journal of Knowledge Management. 20, 2023, 23-30.

Z nmat, & M. Smith, The effect of changes in competition, technology and strategy
on organizational performance in small and medium manufacturing companies. Asian
Review of Accounting, 19(3), 2020, 29-43.

R.H. Pike, M.E. Abu, N.N.Manson “Activity-based costing user
satisfaction and type of system: a research note”, The British Accounting Review,
vol. 43 (1), 2021, pp.65-72.

CM. Pinaand  ARego. “Complexity, simplicity, simplexity”, Journal for
EuropeannManagement, 28 (2), 2023, 85-94.

A.Pistoni and L Zoni, “Comparative management accounting in Europe:
an undergraduate education perspective”, European Accounting Review,9 (2).2021,
34-42.

R. Baker, P. Wallace: The Future of Financial Reporting in Europe: Its Role in
corporate Governance, The International Journal of Accounting, 35(2), 2021 22-32.

B. Elliot, J. Elliot: Financial Accounting and Reporting, 10th edition, Pearson
Education Limited, Essex, 2022.
235



35

36.

37.

38.

39.

40.

41

42.

43.

44,

45.

. D. Guilin, F. Spain, V. Vesicle, and K. Zagreb: Influence of Stock Manipulations on
Financial Statements, AIESA — Building of Society based on knowledge,
International Scientific Conference, Bratislava, 2021.

D. Guilin, L. Zagreb, B. Tusk: The Role of Accounting in Corporate Governance,
Micro CAD, International Scientific Conference, University of Miskolc (UM) &
Innovation and Technology Transfer Centre (ITTC), Miskolc, 2019.

D. David “International Financial Reporting Standards”, International Accounting
Standards Committee Foundation, London, 3, 2020, 33-34..

M.B. Romney, P.J. Steinhart, B.E. Cushing: Accounting Information Systems,
Addison-Wesley Publishing Company, 2021.

S.A. Ross, R.W. Westfield: Corporate Finance, Times Mirror/Mosby College
Publishing, St. Louis 2021.

J.L. Smith, R.M. Keith, W.L. Stephens: Financial Accounting, McGraw — Hill Book
Company, New York, 2020.

. K. Zager “Accounting Information in the Function of Business Quality Measuring”,
23rd Annual Congress of the European Accounting Association, Muenchen, 8(3),
2021.

K. Zager, L. Zager: Audit as a Basis for the Efficient Management,
MicroCADInternational Computer Science Conference, University of Miskolc,
2(3), 2020, 20-23.

V., Cole, J,.Branson,& D. Breech. A review of the different methods developed to
measure the comparability of financial statements. Working paper series.1(2), 2019,
40-42

The organizational learning effect of management accounting information under
advanced manufacturing technology. Journal of Information Systems, 11, 2021,
142-158.

The effect of international institutional factors on properties of accounting earnings.

Journal of Accounting and Economics, 29(1),2020, 1-51.

236



46.

47.

48.

49.

50.

51.

52.

53.

54.

55.

56.

T, Davila G. Foster & A. Pearson. Management accounting systems adoption
decisions: Evidence and performance implications from start-up companies. The
Accounting Review.2 (1), 2021, 79-90.

Structural equation modeling: Adjudging model fit. Personality and Individual
Diftferences, International Journal of Accounting 42(5), 815-824. P. Barrett, 2020.

Standardization of accounting in Kosovo™ British Journal of Economics, Finance
and management Science, N. Bearish Akashi, Vol. 4 NO.1, 11-17.

Social networks and the cognitive motivation to realize network opportunities: A
study of information gathering behaviors. Journal of Organizational Behavior, 2,
2021, 51 - 78.

S., Burch ell, Club, C., Hopwood, A., J. Hughes,.& Nathalie, J. The roles of
accounting in organizations and society.The International Journal of Human
Resource Management, 2, 2021, 53 - 58.

R.O. Eating & M. Among, Internal control system and financial performance in
nongovernmental organization in Uganda: A case study of international union for
conservation of nature. International Journal of Contemporary Applied Sciences,
3(2), 2021, 33-42.

G. Bram, & S. Baleens, Quality of financial reporting: Measuring qualitative
characteristics. Working Paper, Redbud University, Nijmegen, Netherlands, 23,
2023,1-108.

I. R. Akintoye, Optimizing Investment Decisions Through Informative Accounting
Reporting. European Journal of Social Sciences, 7,( 3) 2022, 180-182.

W., Abdallah, & A. Majbour Non-financial performance measures and the BSC of
multinational companies with multi-cultural environment. Cross Cultural

Management: Cross Cultural Management 2022.

J. Boswell, Life of R. W Johnson:. Chapman (Editor). Oxford: Oxford University
Press, unabridged edition, 21, 2020, 33-43.

S. E. Asch ,Forming impressions of personality. Journal of Abnormal and Social
Psychology.,41 2021, 45-46.

237



57.

58.

59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

C. ,& S. Minimart, Financial reporting quality in private equity backed companies:
The impact of ownership concentration. Small Business Economics, 29(3),
2021,261-274

C.P., Stickney, Weil, R.L, shipper, and K,. FranceFinancial Accounting principles,
keys to best setting of an organization. .101, 2021, 89-92.

D. Solara. The basic principles of accounting, Tirana, 3, 2021 30-32.
J. Wiley & S Beer. Beyond dispute: the invention of team sincerity. New York, 2021.

A. Ahmed,&Duellman, S. Evidence on the role of accounting conservatism in
monitoring managers' investment decision. Accounting and Finance, International
Journal, 51(3) 2021, 44-54.

B.D. Handayan Affecting Factors of the use of accounting Information for small and
medium Enterprises™, 11, 2022 654-704

A.M. Costello,& R. Wittenberg-Moerman. The impact of financial reporting quality
on debt contracting: Evidence from internal control weakness reports. Journal of
Accounting Research, 49, 2023, 390-403.

D. Alexander, &Nobes, C. A European introduction to financial accounting. London:
Prentice Hall International, (UK) limited. 2023.

R. Baker, P. Wallage: The Future of Financial Reporting in Europe: Its Role in
corporate Governance, International Journal of Accounting, Vol, 35, No. 2. 2021
45-64.

D. Gulin, F. Spajic, V. Vasicek, and K. Zager: Influence of Stock Manipulations on
Financial Statements, AIESA - Building of Society based on knowledge,

International Scientific Conference, Bratislava, 2021.

S.A. Ross, R.W. Westerfielcl: Corporate Finance, Times Mirror/Mosby College
Publishing,  St. Louis, 20, 2023, 20-28.

M.B. Romney, P.J. Steinbart, B.E. Gushing: Accounting Information Systems,
Acjdison-Wesley Publishing Company, 2021.

238



69.

70.

71.

72.

73.

K. Zager, L. Zager: Audit as a Basis for the Efficient Management,
MicroCADInternational Computer Science Conference, University of Miskolc,
2(3), 2021, 90-97.

K. Zager"Accounting Information in the Function of Business Quality
Measuring",23rd Annual Congress of the European Accounting Association,
Muenchen, 4, 2021, 65-76.

M. Bromwich. Accessibility of Financial Reporting in a Corporate O‘rganization
International Scientific Conference, University of Miskolc (UM) & Innovation and
Technology Transfer Centre (ITTC), Miskolc, 2020.

M. Bromwich, and A. Bhimani “Management Accounting: Pathways to
Progress”.London: Chartered Institute of Management Accountants. 20, 2022, 20-

28.
AN
M. Bromwich, and C. Hong, (2009) “Activity-based costing systems and incremental

costs”, Management Accounting Research, 10, 2021, 67-89.

239



APPENDIX

Questionnaire

Lead City University Ibadan

Department of Management and Accounting

Oyo State.

SECTION A: INTRODUCTION
Dear Respondent,
Research Questionnaire

I Sunday OlalereDosumu am conducting a research topic on Financial Accounting
Information and Decision Making in Construction Firms in Southwest. The information will
be used for the purpose of the research only and also be treated with outmost confidentially.

SECTION B:
BIO-DATA RESPONDENT

Please tick (&) option that best describe your opinion or responds

Sex: (a)ymale( ) (b)female ( )

Age: (a) below 30 years (b) below 50 years ( ) (c) below 60 years ( ) (d) above 60

years ()

Marital Status: (a) single ( ) (b) married ( ) (c) Divorced ( ) (d) other ( )

Education Qualification: (a) N.C.E ( ) (b) OND/NCE ( ) (c) HND/B.Sc. ( ) (d) Post

Graduate ( ) (e) Professional ( )
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Length of Service: (a) 0-5 yrs (b) 6-10 yrs (c) 11-15 yrs (d) 15 yrs above ( )

Section C:Question Items

INSTRUCTION: The question contain response alternatives; you are expected to tick
against alternatives of your choice

Who are uses of accounting information?

a) Management ()
b) Users with direct financial interest ()
c) Users with indirect financial interest ()
d) All of the above ()

Does Financial Accounting Information prevent frauds, mismanagement and

irregularities
a) No ()
b) Yes ()
¢) Uncertain ()

Is Financial Accounting Information relevant in decision making in construction firms

a) No ()
b) Yes ()
¢) Uncertain ()

Is relationship exist between Financial Accounting Information and decision making in

construction firms

a) No ()
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b) Yes ()

¢) Uncertain ()

Is Financial Accounting Information useful to the users in making decision in

constructionfirms?
AN
a) No ()
b) Yes ()
¢) Uncertain ()

\ 4
Is Financial Accounting Information generated and utilized by construction firms

necessary for decision making

ATAD
a) No ()
b) Yes ()
¢) Uncertain ()

-\ v
Without the use Financial Accounting Information in Construction Firms it will be

difficult to survive.

N\

a) No ()
b) Yes ()
¢) Uncertain ()

&

Is Financial Accounting Information in an organization facilitates growth and

development through the decision made

a) No ()
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b) Yes ()

¢) Uncertain ()

Is Financial Accounting Information is a guide and basic for basic for decision making

a) No ()
b) Yes ()
¢) Uncertain ()

Is Financial Accounting Information influenced performance after the decision making

in construction firms

a) No ()
b) Yes ()
¢) Uncertain ()

Is there any difference between the Financial Accounting and Decision Making

a) No ()
b) Yes ()
¢) Uncertain ()

Can Financial Accounting Information generated be used as Decision Making in

Construction Firms
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a) No ()
b) Yes ()

c) Uncertain ()

Is it possible to use Financial Accounting Information to detect fault and correct errors in

construction firms.

2) No (y “°F
b) Yes ()
¢) Uncertain ()

S

Financial Accounting Information reports financial information regarding the economic

activities in construction firms

«al»
a) No ()
b) Yes ()
c) Uncertain ()

\,‘?:Z>6
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