ASSESSMENT OF THE EFFECTIVENESS OF ACCOUNTING INFORMATION AS A TOOL FOR MANAGEMENT DECISION

ABSTRACT

This study was carried out to examine the the effectiveness of accounting information as a tool for management decision. Specifically, the study examined the importance of accounting information for decision making, looked at the need for accounting information as a vital tools for managerial decision making, examined the extent management of the company under review have been using the accounting information given to them and examined the challenges of using accounting information as a vital tool for managerial decision making. The study employed the survey descriptive research design. A total of 259 responses were validated from the survey. The study adopted the modernization theory. From the responses obtained and analysed, the findings revealed that the the importance of accounting information for decision making is overwhelming and helps in knowing the growth and strength of the organization. Furthermore, it helps to track down income and expenditure and also ensures statutory compliance. The study recommend accounting information be used by organizations. More so, transparency of the accounting information should be ensured.
CHAPTER ONE
INTRODUCTION
1.1   BACKGROUND TO THE STUDY

The effectiveness of accounting information as a tool for management decision cannot be over emphasized. Accounting keeps the financial score for a business, it call attention to the problem and the opportunities that comfort the enterprise. Where action in needed, it suggests possible solution or answers.

 Accounting is an intellectual discipline, we need a working definition, accounting is defined as the act of analyzing evaluating and interpreting an organization financial activities and communicating the result to those who are interested. It can also be defined as the process of identifying, measuring and communicating  the result to those who are interested. It can also be defined as the process of identifying, measuring and communication economic information to facilitate informed judgment to serve organization objectives. (According  to WALGENBACH, P.H.. ET AL 1977), in his book “Financial accounting and introductory”.

 From the definition above, it could be observed that accounting is not restricted to the recording of transaction in monetary terms but it also provide information to its users. Accounting can be widely classified into two categories, they are:

USERS OF ACCOUNTING INFORMATION
Accounting information are required and used by various classes of people e.g. owner of the business, the government, investors, employees and creditors.

 Sizer john (1969): say that “ the owners of the business share performance, compare their organization with similar others to enable them decide either to increase or decrease their share in the company. Through the use of accounting information, the government can determine that business are meeting their legal obligation to pay taxes, contribute social security benefits for their employees and also satisfy other regulations such as those concerning the registration and trading of their stock.

An organization needs qualitative information to function or make decision; the available of such information make the organization to function in the most effective and efficient manner. This information is provided by the accounting system to the management, which uses it primarily to accomplish three (3) broad purposes, viz:
i.             To provide financial statement to interested external users
ii.            To plan the operations of the organization in both the short and long run.
iii.           To control the result of its operations
In financial accounting, the responsibilities of the accountant ranges from recording and analysis, summarizing and reporting the result of the activities of the organization to creditors, stock holders and prospective investors, government, labour, environmental organization and others. In the case of reports to external users, they are classified for general purpose; they are financial statement, the income statement, the retained earnings, the balance sheet and the statement of financial position. People who protest or enhance their investment in the organization as by other who have a special interest in it use this statement. In management accounting, accountants provide information for use by office within the organization (the managers) rather than for use by other outside the organization, such information are mainly decision making concerning the internal function organization. Management accounting also provides information to the decision makes for the following purpose:
i.             Formulation of policies
ii.            Planning and controlling the activities of the enterprises
iii.           Safeguard the assets of the organization
iv.          Disclosure of employee’s area of specialization
v.           Decision taken alternative cause by action.
Management and financial accounting may be understood by considering the basic goals of financial accounting is to direct forms of operations to maximize income the period measure net income used by the management in making decision to avoid what may be considered as an unwise decision to external user or vice versa. However, the relevance accounting information effective decision making in this research work, the degree of the relationship shall be clearly spelt out and identified.

The choice of the topic “Accounting information as a tool for management decision making” has been motivated by the fact that whatever accounting on information is presented to has been collected, classified and analysis will determine the extent to which it is to be relied upon by the management in order to formulate a favourable decision in the organization.
The project therefore examines the relevance of accounting information to managerial decision making with a view to highlighting the area of weakness and making necessary recommendations.
It is in fact in the light of the above that attempt be made to appraise the essence of accounting information in making decision concerning he use of limited resources, including the identification of the overall organization objectives.

1.2 STATEMENT OF THE PROBLEM

Management who thinks that they operate successfully without the use of the information provided by the accounting and up being economic failure to their respective industries, and some times course embarrassment to the organization. Take for instance, the accountant of an organization provide his manager with the information that there is no fund for any programme execution in the company. Despite this information, the manager went ahead an instructed the accountant to draw a cheque payable to a contractor who supplied some materials to the organization for settlement. Due to this action of the manager, the following condition is bound to happen.
·              This cheque is going to bounce because there is no money in the company’s account
·              If care is not taken, the contractor may sue the organization (company)
There are many different types of decision for which managers need accounting information, listed below are four (4) examples of typical question that regularly confront managers, they include:-
i.             What product line is to be produced?
ii.            What price should be set for a product line?
iii.           Should old equipment be replaced with new ones?
iv.          Should a product line be dropped?
v.           Has an employee performed well enough to warrant a bonus?
vi.          Should short-term borrowing be arranged to finance current operation?
For managers to make the best decision to resolve each of these questions the management accountant must provide quantitative information that is timely and relevant, it is with this information that managers can properly plan and control the organization operations. And these are some of the question and problems this research work intend to prepare solution to:
In conclusion, managers cannot take effective decision if the information provided to them but their accountants are not properly adhered to. It is this kind of problem that form the basis of this research work in which the relevant of accounting information in management decision making will be examined.

1.3 OBJECTIVES OF THE STUDY

The primary objective of the study is to assess the effectiveness of accounting information as a tool for management decision. Other objectives of this study therefore include the following.
To examine the importance of accounting information for decision making            

To carefully look at the need for accounting information as a vital tools for managerial decision making
To know the extent management of the company under review have been using the accounting information given to them
To examine the challenges of using accounting information as a vital tool for managerial decision making
1.4 RESEARCH QUESTIONS

Is accounting information important for decision making?

Why is accounting information needed for managerial decision making?

To what extent does management use accounting information given to them?

What are the challenges of using accounting information for decision making?

1.5 SIGNIFICANCE OF THE STUDY

The study is aimed at establishing whether there is any correlation between the accounting information provided by the account department (accountants) and the decision made thereof by the users of the information, most importantly management of First Bank of Nigeria LimitedAbdullahi Fodio Road Branch, Sokoto.

These groups will benefit from the research namely;

(i)The organization under study

(ii)Business Managers

(iii)Future researchers, and

(iv)The researcher personally.

(i) The Organisation Under Study

The management of the organization will use the research where applicable as a tool for formulating policies for the firm as a standard of evaluating accounting information and control of their accounts department through financial decision.

(ii) Business Managers

The work will also go a long way to educate managers on the relevance of a sound accounting information in decision-making process of their organisation and subsequently on its growth.

(iii) Future Researchers

The work will serve as a source of secondary data to future researchers who intend to carry out further research work on “accounting information as a tool for management decision making” or any related topic. It will also help students in the accounting department to have in-depth knowledge of the practical application of accounting information.

(iv) The Researcher Personally

The research will enable us imbibe thorough knowledge of the uses of accounting information as a tool for management decision making. It will also give foresight on the applicability of accounting information on the Management of the Bank.
1.6 SCOPE OF THE STUDY

This study will be focusing on the assessment of the effectiveness of accounting information as a tool for management decision. It will also focus on the importance, need and the challenges of using accounting decisions for managerial decision making.

The management and staff of Flour Mills of Nigeria, Calabar will serve as enrolled participants for the survey.

1.7 LIMITATIONS OF THE STUDY

The project is limited by many factors which posed as snags or obstacles to the smooth compilation of the work. It is important that users of the work note the limitations in the course of carrying out the work. The significant problems faced include the following;

Finance

The economic turndown coupled with inflation has increasingly raised the cost of materials. This led to the devaluation of Naira affecting every aspect of the Nigerian economy. The impact of this on the study is enormous limiting visits to the respondents and qualitative materials for carrying the study.

Time
Time is another limiting factor which acted as a snag to the completion of the project, though lengthy period was given for the submission of the work but considering the academic pressure coupled with the writing of the project made things not too really easy for the research.

1.8 DEFINITION OF TERMS

Accounting
This is the process of identifying, measuring and communicating economic information to permit informed judgements and decisions by users of the information.

Information

This is a complete set of processed data that has a meaning.

Accounting information

These are processed data used by an organization to make financial decision.

Financial Accounting

It is the process of collecting, classifying, recording, summarizing and communicating data in respect of event, which can be expressed in terms of money for the purpose of making decisions.

CHAPTER TWO

REVIEW OF LITERATURE

INTRODUCTION

Our focus in this chapter is to critically examine relevant literatures that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.

Precisely, the chapter will be considered in three sub-headings:

Conceptual Framework and
Theoretical Framework 

2.1
CONCEPTUAL FRAMEWORK

Concept of Accounting

Accounting is like eyes and ears of the management, it is also regarded as the language of business. Each business entity must know what is doing and where it is going financially. Accounting keeps the financial score for a business, it call attention to the problem and the opportunities that comfort the enterprise. Where action in needed, it suggests possible solution or answers (Badejo, 1999).

Accounting is an intellectual discipline, we need a working definition, accounting is defined as the act of analyzing evaluating and interpreting an organization financial activities and communicating the result to those who are interested. It can also be defined as the process of identifying, measuring and communicating  the result to those who are interested. It can also be defined as the process of identifying, measuring and communication economic information to facilitate informed judgment to serve organization objectives (Meige et-al 1987)”.

From the definition above, it could be observed that accounting is not restricted to the recording of transaction in monetary terms but it also provide information to its users. Accounting can be widely classified into two categories, they are:

Financial Accounting

Batty (1975) opined that “Financial Accounting is the aspect of accounting profession which applies knowledge in analyzing, classification and recording of financial transaction so that performance and financial state of the business may be clearly demonstrated to those entitled to the information i.e. shareholders of the company, employees and the community at large”.

Shareholders who invested their money in the company want information on how well the company is doing so that if the management is not doing well, corrective measures should be taken (Batty 1975). The end result of which financial statement are:-

-Profit  and Loss Statement

-Balance sheet

Cash flow statement

The information is prepared in general terms suitable for presentation to shareholder, creditors and general public. Creditors, would want to known whether a company is doing well before they could grant a loan to the company i.e. upon the presentation of the financial statement which would show the activities of the company whether the company is sound and that is a high probability that the loan will be rapid when due.

Management Accounting 

According to Glautter et-at (1993), Management accounting application of appropriate techniques and concept in processing historical and projected economic data of an entity to assist management in establishing plan for reasonable objective. It cut across such areas as cost accounting, budgeting, internal credit and financial accounting to provide the various level of the following functions.

i.Planning

ii.Co-ordination

iii.Control

Frank wood (1982), went further in explaining the three function as follows:-

i.Planning: Before any organization or company commerce its activities, it has to plan for what to do. It involves the planning as to what product to be produced or if the company has been of evasion, whether the price of its product should be decreased, all these are made by the company. Any form of planning is called budgeting i.e. planning the overall activities of the company for certain period of time usually a year.

Before a decision is made, there must have existed a problem, the ways of solving these problems must be identified with their advantage and disadvantage to allow for choosing the way of solving the problem. Management accounting is useful especially in the analysis of the decision make process.

Co-ordination: For an organization to achieve its set objectives, all the entire department in the organization must work hand in hand. For instance, store must contact the accounts section first to know of there is money to enable them order the required stock. Also, the sales department should inform the production unit on the ii.stage of a  new product, whether public 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 (Frank 1982).

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 from the set objectives, he should call the attention of the defaulting staff to adjust. Employee are informed about management policies and plans through accounting reports.  Accounting information motivates the worker by inducing them act in a way that is consistent with the organization overall goals and objectives.

Accounting Information

In a broader view, American Institute of Certified Public Accountants (1970) stated the function of accounting is to provide quantitative information, primarily financial in nature, about economic entities that is needed in making economic decision” (an economic entity is a unit such as a business that has an independent existence). Etuk-Udo (2003) stated that the “modern accountants are concern not only on record keeping but also with a whole range of activities involving planning and problem solving, control and attention, directing and evaluation, review and auditing”. The present day accounting information on the ultimate needs those who use accounting information, whether these users are inside the business itself. 

Stanford (1978) stated “an information system that measures, processes and communicates financial information allows the users to make reasonable choice among alternative of scarce resources in the conduct of business and economic activities”.

A distinction is traditionally made between accounting information that is provided for those people within the business and that which is provided for those outside the business (internal and external users). James (1979) stated that “management accounting concerns accounting information used mainly by those within the business organization (internal or management). And that it gives answers to;

(i)How income is being created?

(ii)What are the available resources in the firm?

(iii)How much does the company owe to the outside?

James (1979) also stated “financial accounting information report is used by the outsider (external or shareholders) of the organization”.

However, Robert (1979) said “whether management or financial accounting information, the both are very essential to the management in making decision to achieve business goals”. Furthermore, he said “accounting system creates information by recording business events as they occur and summarizing the data into accounting reports designed to meet the information needs of decision makers”.

The ultimate justification of accounting information therefore is its usefulness in certain objective. Robert (1979) stated these objectives and specified as follows;

(i)Report of financial information to proprietors, and other interested parties; such reports may include the preparation of annual reports and statements of source and application of funds.

(ii)Provision of information for planning and decision making to management, through analysis of data about past transactions and events and projection of future economic events.

(iii)Measurement of financial data by means of proper recording, analysing and interpreting in accordance with Generally Accepted Accounting Principle (GAAP).

Internal control, including the safe guarding of organization’s money and other properties, the regular collection and payment of money owing to and by it, and the prevention and detection of errors and frauds by employees of the organization.

Bookkeeping: An Accounting Process

Bookkeeping as a process of accounting is the means of recording transaction and keeping records. Mechanical and repetitive bookkeeping is only a small simple part of accounting.

Accounting on the other hand, includes the design of an information system that meets users’ needs, as described earlier. The major goals of accounting are the analysis, interpretation and the use of information. Chris (1990) said “Accountants look for important relationships in the figure they produce and are interested in finding trends and studying the effects of different alternatives.” Accounting includes system design, budgeting, cost analysis and income tax preparation or planning.

The Computer As An Accounting Tool

The computer is an electronic device that can collect, organize, store and communicate vast amount of information with great speed. Accountants have been among the earliest and most enthusiastic users of computer.

The computer is been practically used in every area of human activity these days. In virtually any job, whether it is clerical, technical, business or professional; whether it is banking, manufacturing, medicine or retailing, computers are useful tools. Johnson (1999) stated “Computers are tool with which to calculate measure, assess, store, retrieve, regulate and monitor information”. One or a combination of these processes characterizes any field of human endeavour.

Before the ages of computers Messrs (unpublished) stated that “millions of large and small organizations data had to be recorded by hand (manually)”, it often took months to produce financial reports that now take days or hours. Although, it may appear that it is instructed to do the routine bookkeeping operations, it is important that the user of accounting information and the new accountant understand the processes underlying accounting. So, we can see that most large accounting operation is now computerized.

Accounting And Management Information System (MIS)

Most businesses use a large amount of non-financial information. Their marketing departments for example, are interested in the style or packaging of competitor products. Personnel departments keep health and employment records of employees. With the wide spread of computers and computer applications today, many of these varied information needs are being organized into what is called Management Information System (MIS). According to Esiefa (2005) he stated that “the management information systems consist of interconnected subsystems that provide the information needed to run a business”. The accounting information system is the most important subsystem because it plays the primary role of managing the flow of economic data to all parts of the business and to interested parties outside the business. Accounting is the financial nub of the management information system; it gives both management and outsiders a complete view of the business organization (Lucy 1991).
Some organizations have many operational activities, but how to express the achievement of the operation requires qualification of the operational activities and accounting services as a tool for quantifying (management) activities and the result is the accounting information. Simply put, accounting information is to use the language to reflect the operational achievements but why is accounting information so important? Mainly it has too close relation with all. As economic cells of the society, all enterprises or organizations are associated with people which rely on accounting information. For instance, Graham (1990) stated that “an investor has to take decision based on accounting information; enterprises (management) has to take operational and other decisions according to accounting information, banks have to take decisions on loans base on accounting information”. “This is because the society and economy are in alienable from accounting information”. This is the reason for the need of accuracy and reliability of accounting information.

Reliability Of Accounting Information

The first question to be asked is what is reliable accounting information? By “reliable” it referred according to Walter (1979) as “the fact that accounting information mirrors the operational achievements and financial situation of an enterprise truthfully and accurately enough to be true and accurate”. As even the accounting information is true and accurate, but get little information from it, they cannot take effective investment decision either. The accounting information, according to Robert (1979) therefore, “has to be complete, mirroring the operational condition of the enterprise in round manner”.

Recording And Reporting Accounting Information

Accounting is often viewed as being limited to the recording process. No distinction is perceived between the recording and the reporting of accounting data. The recording process involves measuring business transactions. This process according to Stamford (1978) “may take form of hand written records, records produced mechanically or on cards or magnetic tape in a computerized system”.

The reporting function is much broader according to Stamford (1978) because it consists of “classifying and summarizing accounting data into financial statements, as well as preparing any other interpretive disclosures necessary to make the data understandable.” The process is highly technical and requires an accountant with extensive training, experience and also professional judgement. In addition to record and report, accounting information according to Chris (1990) also include “the designing of account systems, the audit of financial statements, cost of studies and the preparation of tax returns”.

The Users Of Accounting Information

Accounting information is used more than commonly realized. Here are some question according to Graham (1990) a company (bank) might face in its everyday activities, that’s involving accounting information

(i)
In applying for loan: - How should the financial statement for the bank be computed? How is the interest on the loan computed?

(ii)In making an investment: - Is this a good company to invest in?

What is the risk? Is the company in a good cash position?

(iii)In going to school: - How much money will it take to get through the next school year? Will there be enough money for rent, food and transportation next month? etc.

(iv)In taking a job: - Is the company financially sound? Are they the most profitable? What are the company’s benefit plan and retirement programme?

There are just few of many important uses of accounting information. As a member of various groups in management and society, the student of business and financial accounting will be doing accounting daily as an aid in making difficult decisions.

The users of accounting can be divided roughly into three (3) groups according to Needles/Anderson Caldwell 5 (1976), they are: -

Those who manage a business (Management)

(ii)Those
outside
a business enterprise who have direct financial interest in the business; and

(iii)Those persons, groups or agencies that have an indirect financial interest in the business.

1.MANAGEMENT:

The management decision and analysis in financial condition and results of operation focuses on the financial statements as a whole rather than on the summary of operations and call for discussion of at least three (3) aspects of the organisation, these are the liquidity, capital resources and results of operations. Needles/ Anderson Caldwell 5 (1976) stated than within each area of discussion, “Favourable and unfavourable trends and the identification of significant events or uncertainties are to be emphasized”.

This discussion should also include a narrative discussion of the effect of inflation and perhaps changing prices on an enterprise’s net sales and revenue and on income from continuing operation according to Needles (1976).

One thing to note is that, the group of people in a business who have overall responsibility for achieving the company’s goals. Business enterprises have many goals. According to Richard (1982) these goals include “providing quality goods and services at low cost, creating new and improved products, increasing the number of jobs available, improving the environment and accomplishing many other social tasks”. In order to achieve these goal (profitability and liquidity).

Liquidity means having enough funds in hand to pay debts when fall due.

Management at all levels is responsible for a company’s successful operation. In a small business, the greatest responsibility is often with the owner who also manages the company’s operation. In a large corporation, the company’s goal will be assigned to many people from the board of directors and officers of the firm to the management, departmental heads and supervisors.

Managers must constantly decide what to do, how to do it, and whether the result matches the original plans. Successful managers consistently make the right decision on the basis of timely and valid information. Many of these decisions are based on the flow of accounting data as one of the most important uses of accounting information, and a major function of accounting is to provide management with relevant and useful information.

For example, here are some questions a manager might ask: -

What products are most profitable?

(ii)What was the company’s net income during the past quarter?

(iii)What is the cost of manufacturing each product?

All these questions can be answered with the help of accounting information.

Users With Direct Financial Interest

A major function of accounting information stated by Graham (1990) “is to measure and report information about how a business has performed”. Most businesses periodically publishes a set of general-purpose financial statement that report on their successes in meeting objectives of profitability and liquidity. Though these statements show what has happened in the past, they are important guides to future success. Today, there are many people outside the company who carefully study these financial reports. They are: -

(i)Present or potential investors

(ii)Present or potential creditors

PRESENT OR POTENTIAL INVESTORS

According to Lucy (1991), those who are thinking of investing in a company are interested in the past success of the business and its potential earning in the future. A thorough study of the company’s financial statements will help potential investors judge the prospects for a profitable investment. After investing in a company, investors must continually review their commitment.

1.Is the company performing as expected?

2.Are earnings satisfactory?

3.Are interest payments and other distributions protected by an adequate supply of cash flow?

4.Is the company investing in projects that can be expected to be profitable?

All these methods of financing questions and many more can be answered by a stubby of the periodic financial statement.

PRESENT OR POTENTIAL CREDITORS

Most companies must borrow money for both long-term and short-term operation needs. The creditors who lend the money are interested mainly in whether the cash to pay the interest charges and repay the debt at the appropriate time is adequate. They study the company’s liquidity and cash flow as well as its profitability. Banks, finance companies, mortgage companies, security firms, insurance firms, individuals and others who lend money will not except they analyse a company’s financial position before making a loan to the company (Morenikeji, 1998).

USERS WITH AN INDIRECT FINANCIAL INTEREST

The society as a whole through its government officials and public groups, have in recent years become one of the biggest and most important users of accounting information. Some of the users who need accounting information to make decisions on public issues include: -

(i)Tax authorities

(ii)Regulatory agencies

(iii)Economic planners, and

(iv)Other groups.

(i)Tax authorities: -

Morenikeji, (1998) stated that governments are financed through the payment of taxes. Under federal, state and local laws, companies and individuals pay taxes. Among these levies are federal, state and city income taxes, social security and other payroll taxes and sales taxes. Each tax requires special tax returns and often a complex set of records as well. Proper accounting is generally a matter of law and can be very complicated. The internal revenue code of the federal government, for instance, contains thousands of rules governing preparation of the financial statements used in computing federal income tax.

Regulatory agencies: -

Most companies must report to one or more regulatory agencies at the federal, state and local levels. All public corporations must report periodically to the Security and Exchange Commission (SEC). This body was set up by congress to protect the public and therefore regulate the public and selling of stocks. Accounting reports are also important in other areas of government regulations. The Interstates Commerce Commission regulates Industries such as transportation (trucking and railroads) and Federal Aviation Administration regulates airline and maintenance of airstrips. All public utilities such as electricity, gas, telephone companies are regulated and must defend their rates with accounting reports. Accounting is also involved in the new and broader regulations like those of environmental protection agency, which is concerned with the cost and speed of reducing environmental pollution.

Economic planners: -

Since the 1930s, the government took active part in planning and forecasting economic activities, which led to greater use of accounting and accounting information. A system of accounting called Nation Income Accounting (NIA) was developed for the economy (Morenikeji, 1998). It deals with the total production, inventories, income, dividends, and taxes of our economy. Planners, who are members of the president’s Council of Economic advisers or are connected with the Federal Reserve System, use this information to set economic policies and judge economic programme.

(iv)Other groups: -

Employees, consumers and the general public, all have an interest in the financial statements of businesses. Employees and labour unions study the financial statements of corporation as part of their task of preparing for important labour negotiation. The amount and computation of income and costs are often important in this negotiation. Those who advise investors and creditors (that is, auditor) also have an indirect interest in the financial performance and prospect of a business. In this group are financial analysts and advisers, brokers, underwriters, lawyers, economists and the financial press. Consumers’ group, customers and the general public have become more curious about the financing and earnings of corporations in their environment, this is to measure the corporations’ extent of social responsibility (Roberts & James, 2000).

Standards
For
The
Usefulness
Of
Accounting Information
If accounting information is to be useful, it is very important to set out some standards for finding out the usefulness of the information, which is produced. So, it is of great importance to know the standard for selecting tools among various accounting information. However, Walter (1979) stated “Accounting information must have two (2) major qualitative characteristics” which are: -

1.Reliability and

2.Relevance

1.Reliability: -

Information must be reliable as well as relevant. Reliability is related to representational faithfulness, verification and neutrality. Representational faithfulness has to do with how well the information agrees with what is meant to represent. The Central Bank of Nigeria (2003) stated, “Accounting information is to give a clear picture of the economic resources and obligations”. Verifiability deals with the credibility of accounting information and means that the information can be confirmed as duplicated by independent parties using the same means of measuring.

Neutrality means that in carrying out Generally Accepted Accounting Principle (GAAP), the main concern should be the relevance and reliability of the accounting information, not the effect of carrying out the principle, which may have a particular interest. This should not mean that accounting information should be without purpose according to Walter (1979). He said “business activity must be reported as faithfully as possible, without colouring the picture that is being presented in order to influence anyone in a certain direction”.

2.Relevance: -

Relevance according to Walter (1979) means that, “information is able to make difference to the outcome of a decision, information prepared for performance and control purpose should cover only those items for which the managers are responsible”. The Central Bank of Nigeria (2003) also stated that “accounting information should also be useful or helpful in choosing among alternatives faced by those making the decision”. For example, a manager who wishes to decide whether or not to change old machine must have an estimate of the future income (income as a result of retaining the assets and those from changing it). Information can influence a decision if it has predictive value, feedback value and if it is timely.

Predictive value according to Walter (1979) means that, “information is useful to the decision maker in making a prediction, not self prediction but professional”. To have feedback value means the information must tell something about the accuracy of earlier expectations. Timeless according to Esiefa (2005) means, “having the information arrives in time or ready when needed (if the value will not be relevant)”.

Types Of Information Needed In Decision Making

As stated earlier, the objective of accounting information is to provide information that will help the users make better economic decision. According to Graham (1990) he stated that, “the users of accounting information are interested in three (3) types of information”, which are as follow;

1.Past performance

2.Present performance, and

3.Future performance

1.The past performance

This type of information concerns such items as income, sales volume, extraordinary items, cash flows and return on investment to help assess the success of the business and the effectiveness of the management. Past information also helps greatly in decision making by allowing users to compare one entity with the others.

2.The present performance
The present performance is also useful in assessing the cash and profit potential of the business. Graham (1990) stated that “it also help decision makers to answer the following questions by evaluating the information about the present condition of a business”, such questions are: -

1.What types of assets are owned?

2.What are the retained earnings of the business?

3.What is the earning per share (EPS)?

4.What is the return on investment and debt to equity ratio?

The answers to these related questions will help the users (shareholders) or the decision makers (management) to assess the success or failure of the past.

3.The future performance

In practicing the probable future impact of decision, reliable measurement of what happened in the recent past are valuable. As we know, the future of an organization is full of risk and uncertainty. To study these trends and conduct other relevant analysis for the future, the management needs relevant and reliable accounting information. This type of information springs from the fact that all decisions are future oriented which does not affect the past but forecasting success in time to come.

Thus, accounting information are indispensable tools, if a sound financial and managerial decisions are to be made.

Other Characteristics Of Accounting Information

Aloba (2000) also said that “Accounting information also has other attributes to make information useful to the management for decision making”, these are:-

1.Understandability

2.Comparability and

3.Accuracy

Understandabililty

The accounting information should be reported in a form that will be understandable, reasonably by management. The information must be interpreted correctly so as not to be misleading. If information is not understandable, it will not be useful. Understandability requires that information must be as simple as possible.

2.Comparability

Accounting information is more useful if it facilitates comparison, as all decision-making, control and evaluations involves comparison. Information has little significance when used in isolation.

3.Accuracy

The accuracy of accounting information may invariably depend on the accuracy of data. Inaccurate accounting information when used for the day-to-day operations of a business may lead to liquidation or eventual bankruptcy of the business or organization.

Relationship
Between
Accounting
Information and Decision Making

Information is needed in virtually every field of human thought and action. Besides, it is being essential to individuals who use it to achieve personal ends. Managers in organizations also need information. It implies therefore, that if management must succeed, it needs relevant up-to-date information about material and external environment of the business. This will enable management to modify its goals; its philosophies evaluate and reformulate its policies and strategies that are necessary for the survival and growth of the business. The relationship between available information and decision-making is basic to economic theories of decision making, knowledge about costs, prices and competitors is assumed in almost all traditional theory. It can be seen extensively that accounting concerns the management and connection of economic information.

According to Longley (1982) he said, “The capital purpose of accounting is to make possible the periodic matching of costs (efforts) and revenue (accomplishment) of raw materials, services (efforts) and the selling price of goods and services (accomplishment) are data used by accountants as possible candidate for input date”. Decision making and accounting information according to Calvin (1982) is “focus on different time and period except to the extent of the decision process employs accounting information”. An important question is when is accounting information relevant for decision making?

The importance of accounting information is that it makes allocation of resources where organizations are largely free to allocate the resources which they control between competing ends.

Management make use of accounting information to see the consequence of particular course of action which they can setup plans to control the situation if things go wrong. Management is often seen to be the users of accounting reports. The information contained in account reports is used to assist management at all levels to form conclusion and reach economic decision.

The manager is charged with the responsibilities of correcting the past mistakes as forecasted outside influence that cannot control the business activities of an organization and establish realistic goals for those activities for which its responsible. The management accountant is one of the major providers of information for planning purpose through cost accounting and to do this effectively, it is essential that he understands the nature of planning, how plans are established, how to compare the self plan with performance, the distinction between long term planning and setting target and how planning relates control (Roberts, & James 2000).

However, the essence of control is the comparison of performance against plan

or target, the monitoring of progress and the comparison with target revealed variations from the original plan which can either be used to guide activities back forwards the original plan. Management accounting information help management in comparing the set plan with performance and identifying the variance analysis is the process of analysing the total difference between planned and actual performance and finally investigate the cause of the variance such as paying higher or lower price than planned.

Finally, it is essential that management is presented with details of the standard and actual cost of each product manufactured together with an analysis of the available. If full benefit is to be obtained from the standard costing system, prompt action by management is vital if adverse variances are to be investigated and possibly rectified.
The Need For Accounting Information

MEIGS W.B. et-al (1978), “Accounting information is very vital in every organization, absence of accurate accounting may lead to a situation of darkness in an organization in terms of decision making thus, the need for accounting information in business organization cannot be over emphasized. There are some certain circumstances that determine the need and supply to accounting information in a given organisation, these circumstances include the following:

i.The management style of operation determines the need for accounting information

ii.The organization structure

iii.Job specification

The type of decision to be made determine the structure of the information system. There are operating decision, short0termp planning decision and strategies planning decisions.

The operating decision are short-run decision living to do with operating system which include the day-to-day operations of the business such as credit sales decision, purchases etc.

Strategic planning decisions are on such things as new product, the nature, from and size of the business or a proposed or a sector which involves such factors as to what investment is to be. Plant acquisition and man power development. “Strategic planning decision are concerned with an ongoing business, they try to find out what the business does best and finding out where the good chance are and going after them. BATTY J. (1975) in his book “Management Accounting” (Fourth Edition).

The short term planning decision are those required to set up the operating and financial plan for a coming year or a shorter such as a month or three months? The financial year is the basis for the budget or plan.

The correct record keeping makes it possible to provide the required information needed by those who make use of its and also answer the following question?

How much is the cost of our personal emoluments this month?

Who are our debtors? And how much money do they owe us?

How much is the outstanding tax not paid?

A good accounting system should be able to provide answer for the above questions. To be able to provide adequate answers to those questions a number of steps are involved thus:

The need to collect relevant data 

The data had to be classified

Summarizing the data

Recording, and

Communication

These steps above, provide information to interested parities, it constitutes the end product of accounting system. Before an organization can function well, it needs a constant supply of various types of information made available to it.

The decision maker needs information about the continuing amounts of resources committed, resources used, resources at hand and output. (Goods and resources). This information should be reported, interpreted and evaluated periodically. The accounting process is designed to provide a continuing flow of such information to all interest parties. The financial statement constitutes the primary sources of relevant information on accounting basis. This information is an important feedback concerning the outcome of a particular decision. 

The overall information provided also helps in the assessment of past and current activities in relation to the value of related outputs and also guide to future policy. The objective of a business is determined by the organization. Initially, the owners provide the funds, which often are supplemented by funds provided by creditors. The management of the business to acquire equipment, inventory, services and other assets uses these funds (Roberts & James 2000).

Presentation Of Information

The processed accounting information is thereafter presented to the decision makers of report. The important thing is to get the required and enough data for the purpose in hand to be presented in t6he following ways

i.Each problem will be given a heading to make it easily understood as the are that is being analyzed.

ii.the accounting should express his opinion under each title analysed.

When presenting such a report, references should be made regarding problems to be solved, an outline used collecting such data, the interpretation placed upon the information, conclusion on the problem and the necessary recommendations where there is the need as it is required. Effective presentation of information means that the recipient understands what the sender intends to convey.

Accounting use words figure and symbols to communicate. Financial information that is relevant to the decision made by investors, creditors and other interested parties. Financial information and the means used to present it often have strong impact on decision makers. Accounting is continuously proving new concepts, terminologies. Procedures and means of presentations.

2.2 THEORETICAL CONCEPT

Modernization Theory 
Modernization theory emerged in the late 19th century and was especially popular among  scholars in the mid-20th century. One foremost advocate was Talcott Parsons Mandarins of the Future. The theory stressed the importance of societies being open to change and  saw reactionary forces as restricting development. Maintaining tradition for tradition's  sake was thought to be harmful to progress and development (Wikipedia, 2010). Modernization theory is a theory used to explain the process of modernization within  societies. The theory looks at the internal factors of a country while assuming that, with  assistance, "traditional" countries can be brought to development in the same manner  more developed countries have. The theory attempts to identify the social variables which  contribute to social progress and development of societies, and seeks to explain the  process of social evolution, (Wikipedia, 2010). Modernization theory emerged out of  mid-century sociological studies, as a process of economic development and social  change. The most notable authors in this approach are Seymour Martin Lipset and  Samuel P. Huntington, both of whom use quantitative data to argue that modernization  has a profound and positive effect on democracy. Samuel Huntington took an optimistic  view of what he calls the „Grand Process of Modernization,‟ he understands  modernisation as a complex, systemic, global, lengthy, phased, homogenizing, 

irreversible, and progressive process that transforms a society from traditional to modern,  (Wikipedia, 2010). Modernization theory has evolved in three waves. The first wave appeared in the 1950s and 1960s. One made the attempt to explain the diffusion of Western styles of living, technological innovations and individualist types of communication (highly selective, addressing only particular persons) as the superiority of secular, materialist, Western, 52individualist culture and of individual motivation and achievement (Lerner, 1958, Schramm, 1964). This first wave of theory produced three variants (McQuail, 2000,): 

1. Economic development: mass media promote the global diffusion of many technical and social innovations that are essential to modernization (Rogers, 1962). See Diffusion of Innovations theory. 

2. Literacy and cultural development: mass media can teach literacy and other essential skills and techniques. They encourage a „state of mind‟ favorable to modernity, e.g. the imagination of an alternative way of life beyond the traditional way. 

3. National identity development: mass media could support national identities in new nations (colonies) and support attention to democratic policies (elections). The second wave of modernization theory is a part of the critical theory that was popular in the 1970s and 1980s. It does not support but criticize the influence of Western modernisation. This is held to be a case of Western cultural and economic imperialism or dominance (Schiller, 1976). One of the theory‟s concern is; media dependency theory. Peripheral (developing) countries are assumed to be dependent on mass media in the core; the Western world.  The third wave of modernization theory rising in the 1990s is the theory of late-, high- or  post modernity. It tries to be more neutral, being not in favor or against Western modernization. Rather it attempts to unearth the contradictions in the modernization  process and to explain the consequences of modernity for individuals in contemporary  53society (Giddens, 1991a, 1991). Giddens showed that modern society is characterised by time-space distantiation and dis-embedding mechanisms. Traditional society is based on direct interaction between people living close to each other. Modern societies stretch  further and further across space and time using mass media and interactive media. Disembedding mechanisms such as money, symbolic means, English as the lingua franca  and the Internet help to lift out and activities in an abstract or online form that were once  embedded in particular material goods and in places. Benjamin Barber (1996) in his  Jihad versus McWorld: How the Planet is both Falling Apart and Coming Together tried  to explain the clash of Western and non-Western cultures of the world.

CHAPTER THREE

RESEARCH METHODOLOGY

3.1
INTRODUCTION


In this chapter, we described the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience viz. a vis, the study beneficiaries.
3.2
RESEARCH DESIGN

Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled. According to Singleton & Straits, (2009), Survey research can use quantitative research strategies (e.g., using questionnaires with numerically rated items), qualitative research strategies (e.g., using open-ended questions), or both strategies (i.e., mixed methods). As it is often used to describe and explore human behaviour, surveys are therefore frequently used in social and psychological research.
3.3
POPULATION OF THE STUDY


According to Udoyen (2019), a study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description. 


This study was carried out to examine the assessment of the effectiveness of accounting information as a tool for management decision. Selected staff and management of Flour Mills of Nigeria form the population of the study.
3.4
SAMPLE SIZE DETERMINATION

A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the convenient sampling method to determine the sample size. 
3.5
SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE

According to Nwana (2005), sampling techniques are procedures adopted to systematically select the chosen sample in a specified away under controls. This research work adopted the convenience sampling technique in selecting the respondents from the total population.

In this study, the researcher adopted the convenient sampling method to determine the sample size. Out of all the entire population of the management and staff of Flour Mills of Nigeria, Calabar in Cross River State the researcher conveniently selected 266 out of the overall population as the sample size for this study. According to Torty (2021), a sample of convenience is the terminology used to describe a sample in which elements have been selected from the target population on the basis of their accessibility or convenience to the researcher.
3.6 
RESEARCH INSTRUMENT AND ADMINISTRATION

The research instrument used in this study is the questionnaire. A survey containing series of questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section enquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions. Participants were required to respond by placing a tick at the appropriate column. The questionnaire was personally administered by the researcher.
3.7
METHOD OF DATA COLLECTION

Two methods of data collection which are primary source and secondary source were used to collect data. The primary sources was the use of questionnaires, while the secondary sources include textbooks, internet, journals, published and unpublished articles and government publications.
3.8
METHOD OF DATA ANALYSIS

The responses were analysed using the frequency tables, which provided answers to the research questions. 

In analyzing data collected, mean score was used to achieve this. The four points rating scale will be given values as follows:

SA = Strongly Agree

4

A = Agree


3

D = Disagree


2

SD = Strongly Disagree
1

Decision Rule:

To ascertain the decision rule; this formular was used

	4+3+2+1 =10

      4           4


Any score that was 2.5 and above was accepted, while any score that was below 2.5 was rejected. Therefore, 2.5 was the cut-off mean score for decision taken.

3.9
VALIDITY OF THE STUDY

Validity referred here is the degree or extent to which an instrument actually measures what is intended to measure. An instrument is valid to the extent that is tailored to achieve the research objectives. The researcher constructed the questionnaire for the study and submitted to the project supervisor who used his intellectual knowledge to critically, analytically and logically examine the instruments relevance of the contents and statements and then made the instrument valid for the study.
3.10
RELIABILITY OF THE STUDY

The reliability of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.
3.11
ETHICAL CONSIDERATION

he study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.
CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

INTRODUCTION

This chapter presents the analysis of data derived through the questionnaire and key informant interview administered on the respondents in the study area. The analysis and interpretation were derived from the findings of the study. The data analysis depicts the simple frequency and percentage of the respondents as well as interpretation of the information gathered. A total of two hundred and sixty-six (266) questionnaires were administered to respondents of which only two hundred and fifty-nine (259) were returned and validated. This was due to irregular, incomplete and inappropriate responses to some questionnaire. For this study a total of 259 was validated for the analysis.

4.1
DATA PRESENTATION
Table 4.2: Demographic profile of the respondents

	Demographic information
	Frequency
	percent

	Gender

Male
	
	

	
	187
	72.2%

	Female
	72
	27.8%

	Age
	
	

	20-25
	33
	12.7%

	25-30
	56
	21.6%

	31-35
	87
	33.6%

	36+
	83
	32.0%

	Marital Status
	
	

	Single 
	71
	27.4%

	Married
	102
	39.4%

	Separated
	67
	25.9%

	Widowed
	19
	7.3%

	Education Level
	
	

	WAEC
	56
	21.6%

	BS.c
	62
	23.9%

	MS.c
	67
	25.9%

	MBA
	74
	28.6%


Source: Field Survey, 2021

4.2
DESCRIPTIVE ANALYSIS
Research question 1: Is accounting information important for decision making?
Table 2:  Respondent on question 1
	Options
	Frequency
	Percentages

	Yes
	141
	54.4

	No
	89
	34.3

	Undecided
	29
	11.1

	Total
	259
	100


Source: Field Survey, 2021

From table 4.3 above, 54.4% of the respondents said yes, 34.3% of the respondents said no, while the remaining 11.1% of the respondents were undecided.

Research Question 2: Why is accounting information needed for managerial decision making? 

Table 3: Mean Responses on why accounting information is needed for managerial decision making.

	S/N
	ITEM STATEMENT
	SA

4
	A   3
	D   2
	SD  1
	X
	S.D
	DECISION

	1
	It helps in planning, evaluation and control 
	200
	30
	15
	14
	4
	2.57
	Accepted

	2
	Helps to track income and expenditure
	150
	79
	25
	5
	3.4
	2.55
	Accepted

	3
	Ensures statutory compliance
	175
	79
	5
	-
	3.9
	2.74
	Accepted

	4
	Serves as a source of information to investors and government
	155
	70
	24
	10
	3.4
	2.56
	Accepted

	5
	Helps in comparing growth of company to that of competitors
	125
	75
	35
	24
	3.2
	2.47
	Accepted


Source: Field Survey, 2021

In table above, item1 with mean response of 4 accepted that It helps in planning, evaluation and control. Item 2 with mean score of 3.4 also accepted that it helps to track income and expenditure. Item 3 with mean score of 3.9 accepted that ensures statutory compliance. Item 4 with the mean score of 3.4 also accepted that serves as a source of information to investors and government. Item 5 with the mean score of 3.2 accepted that helps in comparing growth of company to that of competitors. Item 1,2,3,4 and 5 have mean scores above 2.50. This indicates that respondents accepted in all the items on why accounting information is needed for managerial decision making.

Research question 3: To what extent does management use accounting information given to them?
Table 4:  Respondent on question 3
	Options
	Frequency
	Percentages

	Very high extent
	121
	46.7

	High extent
	89
	34.3

	Very low extent
	29
	11.1

	Low extent
	20
	7.72

	Total
	259
	100


Source: Field Survey, 2021

From table 4.3 above, 46.7% of the respondents said very high extent, 34.3% of the respondents said high extent, 11.1% of the respondents said very low extent while the remaining 7.72% of the respondents said low extent.

Research Question 4: What are the challenges of using accounting information for decision making?
Table 5: Mean responses on the challenges of using accounting information for decision making
	S/N
	ITEM STATEMENT
	SA

4
	A

3
	D

2
	SD

1
	X
	S.D
	DECISION

	1
	Damage and theft to servers
	170
	60
	20
	9
	3.7
	2.63
	Accepted

	2
	Security risks of computer fraud
	259
	-
	-
	-
	4
	2.82
	Accepted

	3
	Data loss due to hacks
	230
	20
	9
	-
	3.8
	2.76
	Accepted

	4
	High cost of accounting information systems
	160
	60
	20
	19
	3.2
	2.50
	Accepted


Source: Field Survey, 2021
In table above, item 1 with mean response of 3.7 accepted that Damage and theft to servers. Item 2 with mean response of 4accepted that Security risks of computer fraud. Item 3 with mean response of 3.8 also accepted that Data loss due to hacks. Item 4 with mean response of 3.2 accepted that High cost of accounting information systems. Item 1, 2, 3 and 4 all have mean scores above 2.50. This indicates that respondents agreed on item 6 to 10 that these are some of the challenges of using accounting information for decision making
CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION

5.1
Summary


In this study, our focus was to examine the effectiveness of accounting information as a tool for management decision. The study specifically aimed at examining the importance of accounting information for decision making,  looking at the need for accounting information as a vital tools for managerial decision making, knowing the extent management of the company under review have been using the accounting information given to them and examining the challenges of using accounting information as a vital tool for managerial decision making. This study was anchored on the Modernization Theory.

The study adopted the survey research design and conveniently enrolled participants in the study. A total of 259 responses were validated from the enrolled participants, who where all management and staff of Flour Mills in Nigeria, Calabar.

5.2
Conclusion

This study has systematically inquired and analyzed on why accounting information needed for managerial decision making. Based on the findings of this study, the following conclusions were made:

It helps in planning, evaluation and control.
Helps to track income and expenditure. 
Ensures statutory compliance.
Serves as a source of information to investors and government and
Helps in comparing growth of company to that of competitors.

The study also analyzed on the challenges of using accounting information for decision making.

The following conclusions were made:

Damage and theft to servers 

Security risks of computer fraud.

Data loss due to hacks
High cost of accounting information systems
5.3
 Recommendations
In the light of the findings and conclusions, the following recommendations are hereby proposed: 

Accounting information should always be used as it

Gives a sense of transparency to the management, investors and the government

Helps to know the growth and strength of the company

Helps to know the competitive strength of companies
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APPENDIXE

QUESTIONNAIRE

PLEASE TICK [√] YOUR MOST PREFERRED CHOICE(s) ON A QUESTION OF YOUR CHOICE

SECTION A

PERSONAL INFORMATION

Gender

Male

[  ]

Female

[  ]

Age

20-24

[  ]

25-30

[  ]

31-35

[  ]

36+

[  ]

Marital Status

Single

[  ]

Married
[  ]

Divorced
[  ]

Widowed
[  ]

Education Level

WAEC [  ]

BSC [  ]

MSC [  ]

MBA [  ]

Research question 1: Is accounting information important for decision making?
	Options
	Please tick

	Yes
	

	No
	

	Undecided
	


Research Question 2: Why is accounting information needed for managerial decision making? 

	S/N
	ITEM STATEMENT
	SA


	A   
	D   
	SD  

	1
	It helps in planning, evaluation and control 
	
	
	
	

	2
	Helps to track income and expenditure
	
	
	
	

	3
	Ensures statutory compliance
	
	
	
	

	4
	Serves as a source of information to investors and government
	
	
	
	

	5
	Helps in comparing growth of company to that of competitors
	
	
	
	


Research question 3: To what extent does management use accounting information given to them?
	Options
	Please tick

	Very high extent
	

	High extent
	

	Very low extent
	

	Low extent
	


Research Question 4: What are the challenges of using accounting information for decision making?
	S/N
	ITEM STATEMENT
	SA


	A


	D


	SD



	1
	Damage and theft to servers
	
	
	
	

	2
	Security risks of computer fraud
	
	
	
	

	3
	Data loss due to hacks
	
	
	
	

	4
	High cost of accounting information systems
	
	
	
	


=  2.5








