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ABSTRACT 

The focus of this study was to explore and examine the use of accounting information 

in decision making of an organization, the Case of Tanzania National Parks. It sought 

to find relevant applications of information gathered through accounting data and 

information. In the end, it suggests some ways to effectively implement the gathered 

information for the advantage and benefit of the organization paying particular 

attention to the day to day decisions. 

The objectives of the study were to find out and to identify the different kinds of 

accounting records and the extent to which these records were used in generating 

accounting information, finding out whether accounting information were used in the 

various decisions made by Tanzania National Parks.  

The study used a number of data collection methods including surveys, 

questionnaires, observation and documentary analysis in order to come up with the 

usefulness of accounting information. Moreover, the financial reporting requirements 

for control and decision making purposes. 

The study recommends that the firms should be educated on the importance of 

accounting information in decision-making. It is only after knowing the importance 

and role of accounting information that the organization will keep the proper records 

and use the accounting information for vital decisions. 

The researcher hopes that this report will add more to the existing literature 

concerning the role played by accounting information in decision making, as also as 

the study will improve organization performances especially the TANAPA and 

stimulates more findings by other researchers. 
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 1 

 CHAPTER ONE 

 INTRODUCTION AND BACKGROUND TO THE STUDY 

1.0 Introduction 

This chapter provides the background information of the study and gives a general 

situation of how decisions of organization are made. It presents the statement of the 

problem, objectives, research questions and winds up with the significance of the 

study. 

1.1 Background Information 

Tanzania National Parks (TANAPA) was established in 1959, now manages 15 

national parks namely Gombe, Kilimanjaro, Mahale, Lake Manyara, Arusha, 

Mikumi, Ruaha, Rubondo, Serengeti, Tarangire, Udzungwa, Saadani, Kitulo, Katavi 

and Mkomazi. Saanane Proposed National Park will be the 16
th

 when the process of 

gazzettement ends. These national parks occupy about 4.1 % of the country‟s surface 

area and play two major roles. The first role is biodiversity conservation and the 

second is tourism. Tourism provides valuable revenue to support conservation work 

of the national parks as well as wildlife protection, research, education, and 

livelihoods of the local communities. It is the obligation of the parks to ensure that 

local communities benefit from tourism and thereby participate in the protection of 

these parks (Bigurube, 2008). 

1.2 Background of the Problem 

Accounting information plays a vital role in supplementing managers with useful 

information to plan, examine, scrutinize and control their operations along with 
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carrying out the decision making process effectively and efficiently (Young, 1999). 

Accordingly, this has a tremendous impact on the entire organization‟s profitability 

and or surplus (Kaplan and Atkinson, 1998). To elaborate on the decision making 

process, Mendoza and Bescos (2001) point out that information should have 

numerous characteristics, which allow managers to better identify problems and 

clearly understand their causes, in order to be able to consider all existing 

alternatives. These characteristics include respecting the deadline, providing 

sufficient details, reliability and comprehensiveness.  

Derived from that, managers should give a particular consideration to the precision of 

accounting information in order to synchronize different dimensions as explained by 

Wouters and Verdaasdonk (2002). In their study; they argue that most management 

decisions have consequences for different dimensions (e.g., number of units 

produced, inventory levels, investments to undertake, reliability of processes and 

service towards customers) that require obtaining helpful accounting information to 

translate these different dimensions into a common financial dimension. 

From an accounting perspective, much information required is associated with the 

costs of products and services that allow managers to recognize the underlying 

functions such costs carry out. Burch (1994) mentions a number of these functions; 

developing strategic plans for the enterprise, translating those plans into budgets, 

making daily decisions about operations, making special short-term decisions and 

evaluating how well operations were performed. Accordingly, cost accounting plays 

an essential role in supporting valuable and timely data for internal and external 

reports. As Burch (1994, p. 15) states, “cost accounting is defined as a technique or 

method for determining the cost of project, process or thing… This cost is determined by 
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direct measurement, arbitrary assignment, or systematic and rational allocation”. The cost 

accounting system performs a fundamental function within a company. It provides 

information for two major purposes: (1) valuing ending inventories and determining 

cost of goods sold for financial reporting purposes, and (2) costing products and 

services for management control purposes (planning, monitoring and controlling 

operations and performance evaluation). Figure 1.1 illustrates this function of the cost 

accounting system. Cost accounting should serve both financial and management 

accounting (Burch, 1994, Raiborn, 1993). Cost accounting will continue to provide 

inventory values and cost of goods manufactured and sold in compliance with 

General Accepted Accounting Principles (GAAP). 

 Figure 1.1  Accounting: A Dual Function 

 

 

 

 

Source: Burch (1994, p 16) and Barfield et al (1991, p2) 

 

Cost accounting will also be an integral part of the broader field of management 

accounting, providing product and service cost information that is more relevant to 

managers. Consequently, Blocher et al (2002) point out that company should expand 

their cost management approach to be able to cope with the various changes in the 

business environment in recent times. These changes include, for example; an 

increase in global competition, a greater focus on customer‟s activities, the trend 

Financial Accounting  
Cost Accounting Management 

Accounting  



 4 

toward continual strategic plans, advances in manufacturing technologies and 

advances in IT and E- Commerce. 

Stakeholders of any organization whether private or public, for various reasons, 

would like to obtain accounting information and other financial records concerning 

the entity in a particular period of time to determine whether or not what they have 

entrusted to the directors have been achieved. For this reason, the concerned 

organization should develop a good accounting information system in order to ensure 

proper flow of information from one point in the organization to another. This will 

make the information produced by the accounting system to be accurate and reliable 

for decision making (Lucey, 2003). 

One of the inscriptions of the executive is the ability to decide. One of the obligations 

of free men is the willingness to decide. One of the qualities of effective people is the 

courage to decide. Making decisions is part of our every day‟s lives. Considering 

organizational life, it is often one of the main functions and tasks of management, as 

underlined also in the statement above. Indeed, management and decision-making are 

often regarded as belonging together, as management usually makes the major 

decisions of the organization. 

Decision-making involves the selection of the best course of action. In order to decide 

on the best option, management has to judge the effectiveness of various alternatives. 

Therefore they need some guidance that is usually provided in form of data and 

information. For this reason they often rely on financial and economic information 

gathered by management accounting. 
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Management accounting can be defined as the process of identification, measurement, 

accumulation, analysis, preparation, interpretation, and communication of 

information that assists executives in fulfilling organizational objectives a formal 

mechanism for gathering and communicating data for the ends of aiding and 

coordinating collective decisions in light of the overall goals or objectives of an 

organization. 

As can be derived from this definition, accountants play a crucial role in providing 

information for making economic and financial decisions. These decisions are an 

important element for the organization. Implementing the wrong ones can affect the 

company in a very negative way and may sometimes also lead to its bankruptcy. 

Young, (1982), even goes so far to claim that “The road to bankruptcy is paved with 

poor decisions.” As the outcome of a decision cannot always be predicted with 

certainty, management often faces the risk of choosing the wrong ones. Hence, 

management always needs to have some courage as well when facing decisions. 

Apparently, good decisions are important and ensure the wellbeing and also the 

survival of an organization. Also „TANAPA‟, which established by the Act of 

parliament of the United republic of Tanzania leading all national parks in Tanzania 

for both Foreign and citizens tourists, has to assure its future by implementing the 

right decisions. 

This information can only be obtained from organization‟s accounting records. Since 

they are useful to management and other users in decision making, the organization 

needs to have proper records of accounts so that the decisions made against them are 

correct and accurate. Financial statements are the core sources of accounting 
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information since they provide information about the financial position, operating 

performance and cash flows of an entity which are useful to a wide range of users in 

making economical and profitable decision (NBAA, 1996). 

The failure of an accountant to produce proper accounting records or Information 

leads, in most cases, to hinder the decision-making process using such data or 

accounting information. Also failure to prepare proper accounting records or 

information leads many organizations to make poor decisions; and finally, fail to 

operate or deliver good services to the public or private sector; and subsequently find 

themselves out of the market (NBAA, op cit). 

The organization should make sure that the information which is presented in 

financial statement is accurate and real and the financial statements have adhered to 

the International Financial Reporting Standards (IFRS) and International Accounting 

Standards (IAS). This makes the financial statement to show a true and fair view of 

the financial position of the organization which finally enables the decision maker to 

make a right decision. The right information leads to the right decision. 

1.3 Statement of the Problem 

The limited availability of research on the effectiveness of accounting information in 

decision-making strategies is often characterized by a tendency to over generalize 

obtained insights as national or regional characteristics. For example, some studies 

have emphasized Tanzanian management decision making strategies. In researcher‟s 

opinion this is a questionable concept because it neglects the uniqueness of various 

organizations in Tanzania (Goffee and Jones 1995). Indeed, only a limited number of 

studies in international management accounting research have focused on the 
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effectiveness of accounting information in the holistic context of decision making 

strategies, processes and preferences (Carr et al. 1994; Wouters and Verdaasdonk, 

op.cit). 

For number of years many organizations fail due to some reasons, i.e. Companies 

have been declared bankruptcy, caused by poor decision making due to the 

inadequate and ineffective accounting information being relied by management on 

making the organization decision. Because accounts records are the root of any 

decision in any organization, the proper preparation and adherence to the 

International Accounting standards (IAS) and International Reporting Standards 

(IFRS) is of highly needed. Also in many organizations, poor accounting system poor 

policy implementation are considered as the major cause of organization failure, that 

is the reason why the researcher decided to study in this area (Meigs, 1990). Due to 

the poor financial performance and poor preparation of accounting records and 

reports, many firms are collapsing .Wrong preparations of accounting reports lead to 

providing poor inadequate information to the management for decision making. 

This study based on examining and accessing how the TANAPA prepares and uses its 

accounting records in making their important decisions. Also, the researcher was able 

to determine whether the TANAPA follows the financial accounting reports 

governing principles; and if so, does the company make its decisions according to the 

financial accounting reports i.e. making decision by using the information which 

comes from accounting data and records. For that matter, the problem here was 

inadequate and ineffectiveness of accounting information in decision making. Many 

users of accounting information such as managers, investors, government and other 

interested parties fail to make their decisions more effectively due to inadequate 
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accounting information, or they make their decisions basing on information which 

does not suit their requirements, hence leads to poor performance of many 

organizations in Tanzania and worldwide. 

1.4 Research Objectives 

The overall objective of this study was to  show how the board of directors and senior 

managers use accounting information as part of their decision making strategies and 

importantly how this use of accounting information is influenced by Tanzania‟s 

political, cultural, economic, social, legal and historical environment. It is therefore 

that, the objectives of this study were: 

i. To provide a holistic understanding of the influence of the broader contextual 

and other factors on the relationship between management decision-making 

strategies, processes and preferences and accounting information.  

ii. To determine on whether management rely on accounting information on 

making decision. 

iii. To investigate the benefits obtained from using accounting information in 

decision making and, 

iv. To provide recommendable solutions for the observed problems. 

1.5 Research Questions 

The research questions for this study were: 

 (i) Does there any relationship between management decision making processes and 

preferences with accounting information? 
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 (ii) Are there any factors leading to poor decision making in the organization? 

 (iii) Does management rely on accounting information when making decisions? 

(iv)  Are there any benefits the organization gets from using accounting information 

for decision making? 

1.6 Significance of the Study 

This research has significant implications for the application of management 

accounting procedures and practices in decision-making processes. Multinational 

enterprises, local organization, and government will benefit from such insights into 

the utilization of accounting information in various decisions into organization 

especially in national contexts, also through this study; the existing knowledge of the 

researcher will be expanded.  

On the other hand this research will provide the light to the ongoing organizations, 

the awareness of differences in decision-making processes will contribute to a better 

understanding of the role played by effective accounting information for the better 

decision in the globalizing world and finally this study will intend to reveal 

effectiveness of accounting information in decision making. As the study is 

accomplished the researcher believes that it will be of much value to a number of 

people. Furthermore, it will contribute to businesses research. This can be used as a 

reference for future research that will focus on having efficient accounting 

information to be followed by different organizations in Tanzania. 
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1.7 Scope of the Study 

The study was  conducted in one organization and that is TANAPA  due to limited 

time and resource available for the study and it was particularly conducted in the 

accounting and/or finance department and, subsequently it covered the top 

management with the aim of ascertaining which category of people who are  involved 

in the decision making process, and in the accounting department, the researcher 

studied the accounting records, their preparation, and the people concerned with their 

preparation and also tried to identify if the generally accepted accounting standards 

were followed by TANAPA in preparing their accounting information whereby at  

management level and especially in the administration department, the researcher 

attempted to find out whether the decision making process and the recommendations 

are based on the accounting records originating from within the TANAPA. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.0 Introduction 

This chapter consists of various literatures as presented by other authors about 

effectiveness of accounting records in decision making, it‟s specifically reviews 

procedures employed in accounting records which include primary source of the 

records, sorting, compilation, storing them and report preparations. 

2.1 Theoretical Literature Review 

2.1.1 Meaning and Definition of Terms 

(a)  Accounting Defined 

According to Alan (2001), accounting is “the process of identifying, measuring and 

communicating business information to facilitate judgments and decision making.” 

Mellet and Edwards (1990), defines accounting as “the process of recording and 

reporting business transactions in financial terms to interested parties who use this 

information as the basis for decision making.” (Http;//www.edis.ifas.ufl/edu- 

30/10/2011). 

According to Tulsian (2001), accounting as an information system is “the process of 

identifying, measuring and communicating the economic information of an 

organization to its users who need the information for decision making.” 
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Hermanson et al (2005), describes accounting as “the process of identifying, 

measuring and communicating economic information to permit informed judgments 

and decisions by the users of the information.” 

According to Roger (2003), financial accounting information is “the process of 

preparing, reporting and interpreting accounting information that is provided to 

external decision makers.” 

(b) The Decision Making Process 

An individual or multiple participants that are involved in decision-making can be 

called decision makers. Individual decisions can be made by a computer or a single 

person meanwhile the multi participant decision makers can be divided into unilateral 

and negotiated decisions. In the first one, which is also called team decisions, one of 

the participants has the power to decide. The others although, can highly influence 

how the decision will look like.  

In negotiated decisions the participants share the authority of making a decision. This 

type distinguishes between group decisions where the participants have nearly equal 

authorities and discuss their different viewpoints in various meeting and organization 

decisions. In the latter one the authority of making a decision is unequally shared 

according to the organizations hierarchy and the coordination between the decision 

participants is highly structured. The following table should give further information 

about the various types of decision makers:
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     Table 2.1:  Various Types of Decision Makers 

Distinguishing 

traits 

 

Individual Team Group Organization 

 

Paricipants One Multiple Multiple Multiple 

Authority Vested in 

one 

person 

 

Vested in 

one 

person 

(deciding 

participant) 

 

More or less 

equally 

shared 

by all 

participants 

 

Can be 

distributed 

unequally 

among 

participants 

 

Formal 

communication 

among 

participations 

 

None Relatively 

structured 

 

Relatively 

few 

restrictions 

 

Can be quite 

structured 

 

Source: Adapted from Holsapple, and Whinston, (1996) p. 69 

Sometimes decisions just happen and no actual decision maker can be found. A large 

automobile company employed several consultants to find out who decided to 

introduce a new model without being successful! 

Literature distinguishes mainly between three forms of decision-making theories, 

sequential ones, where decision-making proceed step by step rationally, anarchical 

processes that treat decisions more as a chaotic process and a combination of both 

called the Iterative Sequence. In this assignment the decision-making model proposed 

by Drury is chosen, which can be rather categorized in a sequential form. Decision 

context and type can vary and the outcome depends often on the decision maker. 

Although in sequential models there are some common steps that can be found by 
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making almost every decision. These steps that can be applied as a framework for the 

decision making process are useful regardless of the decision‟s type, context and 

maker. 

Drury‟s model includes seven stages that follow each other. Five stages of this model 

belong to the decision making process, also called planning process that is described 

as “making choices between alternatives”. At the end of the decision making process 

he adds other two stages called the control process that should measure and correct 

the concrete performance of the alternatives chosen. 

 Figure 2.1: Drury’s Decision Model 

 

Source: Adapted from Drury, (2000), p. 6 

 

(c) Planning Process 

Identify objectives: As a first step in the planning process management needs to 

identify goals and objectives. They serve later as a guiding direction that enables the 

decision-makers to evaluate the desirability of a certain way of action compared to 
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another. From an economic point of view profit maximization for the firm‟s owners 

or shareholder wealth should be the main objective (Drury, op.cit). 

Afterwards management has to search for alternative courses of actions which make it 

possible to achieve the goals set. Therefore the organization has to scan its 

environment for potential threats and opportunities. In order not to be taken by 

surprise a company should focus on its own product and market development. This is 

the most important but also difficult step in the whole decision-making process. In 

most cases it is not possible for a company to consider the complete pool of possible 

alternatives (Drury, op.cit). 

Gather data about alternatives: Potential growth rates, areas of activities, gain in 

market share, cash flows and much more information is collected for every option. 

The decision makers further have to distinguish between certain, uncertain and factors 

that do not lie in their control such as inflation, competitions strength etc. Data is 

gathered for both, for long term or strategic decisions and for short-term or operating 

decisions, as explained later on. The evaluation of these factors often depends on 

which length of time period a company regards as more important (Drury, op.cit). 

Select appropriate alternative courses of action: The alternative that “best satisfies the 

objectives of an organization” will be chosen. If our main goal is profit maximization, 

all alternatives should be listed in terms on differences in profit. The alternative that 

seems to achieve the goal best should then be selected by the decision makers (Drury, 

op.cit). 

Implementation of the decision: Finally the decision will be implemented through the 

budgeting process. A budget is a financial plan and statement of the organizational 
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expectations that tries helping to realize the management‟s decisions. It also 

communicates to everybody in the organization which role they play to achieve the 

aims of the company (Drury, op.cit). 

Compare actual and planned outcomes: An accountant has to establish performance 

reports which provide feedback by comparing results with plans. Deviations from 

plans should be taken into closer consideration by managers. Both, budget and 

performance report are considered by managers. In this way accounting provides 

assistance to managers, especially by showing problem areas and by measuring 

actions (Drury, op.cit). 

Responding to divergences from plan: The black and the red arrow in Figure above 

want to point out that the alternatives chosen should be frequently reviewed and if the 

outcome of the decisions made differs from the planned one, corrective actions 

should be taken (Drury, op.cit). 

(d) Management Accounting and Decision Making 

The role of financial and non-financial information for decision-making is 

emphasized in many definitions of accounting, as outlined below. 

“Accounting can be seen as the process of identifying, measuring and communicating 

economic information to permit informed judgments and decisions by users of the 

information.” Also Horngren, Sundem and Stratton see the main function of 

accounting information in its aid in the decision-making process, as the understanding 

of accounting information contributes to better decisions. So, by reporting and 

collecting accounting information, controllers can influence management‟s decision-
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making and lead them towards decisions that are in accordance with the 

organization‟s objectives. 

Emmanuel, Otley and Merchant, (op.cit) consider control as the primary purpose of 

accounting information. Management control includes both, strategic and operational 

matters and thus, planning and control are not separated issues. However, decision-

making falls within this wider process of management control and is thus identified as 

a “vital aspect of the overall control process”. 

William (2002), states that that the decision maker decides what information inputs 

he/she considers as relevant for his/her decision. If the proportion of input of 

accounting information compared to non-accounting information is more than zero, 

then the accounting data may affect the decision. This proportion or the use of 

accounting information varies from decision to decision and from the decision maker 

whose choice may be affected by experience, perceptions and objectives. Further the 

probability that accounting information is used for decision-making rises if the 

information provided is relevant for the decision, if the decision maker conceives the 

accounting information as reliable or if not adequate non-accounting information is 

available. However compared to non-accounting information, accounting information 

is much easier to grasp, to describe and to put in numbers. 

As the study focuses on the role of accounting information in decision making 

process in an organization, the following part of this study tries to inform the reader 

about the cost accounting which is the most important ones in obtaining the 

accounting information and how they can be calculated. First however to provide a 
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better understanding the researcher define useful terms connected to costs and then 

proceed by presenting the most important decision-making tools. 

(f) Definitions of Cost Terms 

A cost can be defined as resources that are given up for fulfilling a special reason. It 

is very common to quantify costs in terms of money for getting goods and services. 

A cost object or objective is usually defined as “anything for which a separate 

measurement of costs is desired”. The costs of a product can be seen as a cost object, 

as well as costs of a department or service (Drury, op.cit). 

A cost driver constitutes the allocation basis for allocating costs to cost objects (e.g. 

direct labor hours). 

Direct and indirect costs – Direct costs can be traced directly and accurately to a cost 

objective as opposed to indirect cost that cannot be allocated directly and easily. 

Examples for the first type might be wood when producing furniture or wool when 

producing pullovers. 

Indirect costs, which are also called overhead, include wages of supervision personal. 

The more costs are identified as direct ones; the more exact is the calculation. Fixed 

and variable costs – When considering the cost behavior, costs can be characterized 

as either fixed or variable. This determination is especially relevant for decision-

making as managers need to know how costs or revenues change with varying levels 

of activity (Drury, op.cit). 
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Variable costs change in direct proportion to the volume, whereas fixed costs stay the 

same when changing the activity level at least over a certain time period. However, 

different periods of time affect changes of costs in the following way. On the one 

hand, the longer the time considered, the higher the number of variable costs. On the 

other hand, in a short-term period more costs will be characterized as fixed. 

Relevant and Irrelevant Costs – Relevant costs are those costs that can be affected by 

decisions whereas irrelevant costs cannot be changed through a certain decision. 

When considering only a short time span, all costs are relevant for decision-making. 

2.1.2 Tools for Decision Making 

Management needs to posses knowledge about the costs that arise in an organization. 

For this reason, the cost accounting system determines the costs of the goods 

produced in a company. Hence, it is considered as the most fundamental tool in 

guiding decisions, and it will be explained first. Without this information about costs, 

management would not be able to set prices or do investment decisions. 

Consequently, further management accounting concepts used for decision-making are 

built upon this cost foundation. Some of these tools to be discussed include the ideas 

of target costing and cost plus pricing, profitability and capital budgeting (Drury, 

op.cit). 

However, decision makers sometimes rely on the less rational but often equally valid 

bases for making decisions: experience, intuition, moral conviction and the more 

trivial reasons in business politics – turf wars, power struggles, personal self-

aggrandizement and the like. So, it shall be emphasized that it is not always possible 

to base decisions only on quantitative factors. There remain almost in every case 
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some aspects that cannot be translated into numbers and hence, management needs to 

consider these qualitative elements as well in their decision-processes (Drury, op.cit). 

(g) Decision Theory 

According to Gupta (1990), decision theory is a body of knowledge and related 

analytical techniques of different degree of formality designed to help those who 

make decision to choose among a set of various alternatives in the light of their 

possible consequences. 

2.1.3 The Role of Accounting in Business Organizations 

The main purpose of accounting is to provide useful information to people who make 

rational investment, credit and similar decisions. Nearly all organizations that engage 

in economic activities use accounting to generate information about their activities. 

Because accountants serve decision makers by providing them with financial 

information that help them to make better decisions, accounting is often described as 

a service activity (Larson, 1997). 

Management has the role of making decision to ensure financial stability of the 

organization. The organization is said to be stable when it is making profit. The 

profitability or non- profitability of any organization is realized from the conclusion 

drawn on analyzing the accounting information. The internal role of accounting is to 

serve the organizations various functions by providing information that helps 

managers complete their tasks. By providing this information, accounting helps the 

organization reach its objectives. The responsibility of an accountant is to ensure that 
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accounting records fulfill the role of identifying, recording and communicating the 

information to interested users (Larson, op.cit). 

2.1.4 Accounting as an Information System 

According to Bodnar (1998), organizations depend on information systems in order to 

stay competitive. Accounting as an information system identifies, collects, process 

and communicate economic information about an entity to a variety of people. 

Information is useful data organized such that correct decisions can be based on it on 

the other hand accounting information system is a collection of resources such as 

people and equipments, designed to transform financial and other data into 

information. This information is communicated to a wide variety of decision makers.  

Accounting information systems performs this transformation whether they are 

essentially manually systems or computerized systems (Bodnar, op.cit) having 

efficient accounting information is a principal priority for different organizations 

including those manufacturing industries. A number of scholars have noted out that 

the financial aspect of a firm and businesses rules the game. The vast majority of 

manufacturing industries are undercapitalized, therefore, most of these industries 

depend on different sorts of short-term financing which considers accounts payable, 

lines of credit and accruals.  

However, there are other problems that arise since these financing must be liquidated 

regularly. With this, the corporations and industries must generate cash from 

elsewhere so as to meet their obligation. Moreover, during the time when inventory, 

receivables and sales are in a state of fluctuation, it brings a hard time and complexity 

to the manager to ensure the adequacy of cash flow. Thus, accounting information or 
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accounting information is essential. Capital management or accounting information 

thus has a long range impact on the firm's performance and they are critical to the 

firm's success or failure. 

The efficiency of financial management, specifically the accounting information is 

perceived by the success in achieving the firm's goal. The shareholder wealth 

maximization goal states that management should endeavor to maximize the net 

present (or current) value of the expected future cash flows to the shareholders of the 

firm. Net present value refers to the discounted sum of the expected net cash flows. 

Some of the cash flows, such as capital outlays, are cash outflows, while some, such 

as cash proceeds from sales, are cash inflows. Net cash flows are obtained by 

subtracting a given period's cash outflows from that period's cash inflows (Dayanada 

et al, 2002). The discount rate takes into account the timing and risk of the future cash 

flows that are available from an investment. The longer it takes to receive a cash 

flow, the lower the value investors place on that cash flow now. The greater the risk 

associated with receiving a future cash flow, the lower the value investors place on 

that cash flow. 

The shareholder wealth maximization goal, thus, reflects the magnitude, timing and 

risk associated with the cash flows expected to be received in the future by 

shareholders. In terms of the firm's objective, shareholder wealth maximization has 

been emphasized because this book has businesses focus. 

2.1.5 Users of Accounting Information 

Drury (op.cit), pointed out important groups that use accounting information are: 
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(a) External Users of Accounting Information 

External users are those groups or persons who are outside the organization for whom 

accounting function is performed. These are: 

(i) Investors 

They want to know how well the business is doing and what its worth is so that they 

can assess what return they will get for their investment. 

(ii) Creditors 

These are suppliers of goods or services such as bankers, other lenders. These want to 

know about the financial health of the entity, before giving loan or granting credit. 

(iii) Government 

Government is interested in accounting information because they reflect the earnings 

of the organization for a particular period for the purpose of taxation. More over 

accounting information are used by the government for compiling statistics 

concerning business enterprises. 

(iv) Research Scholars 

Accounting information, being a mirror of the financial performance of a business 

organization, is of immense value to the research scholar who wants to make a study 

into the financial operations of a particular firm. To make a study into the financial 

operations of a particular firm, the research scholar needs detailed accounting 

information relating to the organization‟s activities both operating and of capital 

nature. 
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(b) Internal Users of Accounting Information 

Internal users of accounting information are those persons or groups within the 

organization, such as: 

(i) Owners 

The owners provide funds for the operation of a business and they want to know 

whether their funds are being properly used or not. They need accounting information 

to know the profitability and the financial position of the concern in which they have 

invested their funds. The financial statements prepared from time to time from 

accounting records show them the financial position. 

(ii) Management 

The management should ensure that the subordinates are doing work properly. 

Accounting information is an aid in this respect of decision making because it helps a 

manager in appraising the performance of the subordinates. Actual performance of 

the employee can be compared with the budgeted performance they were expected to 

achieve and remedial action can be taken if the actual performance is not up to the 

mark (Drury, op.cit). According to Drury (op.cit), accounting information provides 

“the eye and ears to management”. Two of the most important functions of 

management are as follow: 

(1) Planning 

Preparation of various budgets such as sales budget, production budget, cash budget, 

capital expenditure budget etc. is an important part of the planning function and the 
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starting point for the preparations of the budgets is the accounting information for the 

previous year 

(2) Controlling 

Controlling is the function of seeing that standards laid down in various budgets are 

being actually achieved i.e. actual performance ascertained from accounting is 

compared with the budgeted performance. Accounting information is also helpful to 

the management in fixing reasonable selling prices. 

(iii)  Employees 

They need accounting information to know how a business is doing so that they 

understand better the challenges a business faces and the targets they need to meet. 

2.1.6 Accounting Cycle 

According to Hermanson et al (1998), accounting cycle is a series of steps  performed 

during the accounting period (some through the period and some at the end) to 

analyze, record, classify, summarize and report useful financial information for the 

purpose of preparing financial statements. The eight steps in the accounting cycle are: 

(1) Analyze Transactions by Examining Source Documents 

An accounting transaction is a business activity or event that causes a measurable 

change in the accounting equation. An exchange of cash for merchandise is a 

transaction. The exchange takes place at an agreed price that provides an objective 

measure of economic activity. Source document usually supports the evidence of the 

transaction. A source document is a written or printed evidence of a business 
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transaction that describes the essential facts of that transaction. Example of source 

documents are cash receipts or cash paid, cheques written or received, bills sent to 

customers for service performance or bill received from suppliers for the items 

purchased and notes given or received. Source documents are handled constantly in 

everyday life. Each source document initiates the process of recording a transaction. 

(2) Journalize Transactions in the Source Documents 

This is the process of recording transaction in the journal which is chronological (day 

to day) record of each business transaction. The information about each transaction 

that should be recorded in the journal is the date of transaction, the debit and credit 

changes in a specific ledger accounts and a brief explanation of a transaction. 

(3) Posting Journal Entries to the Accounts in the Ledger 

This is the process of transferring the debit and credit from the general journal to the 

proper ledger accounts. Each amount listed in the debit column of the journal is 

posted by entering in the debit side of an account in the ledger, and each amount 

listed in the credit column of the journal is posted to the credit side of the ledger 

account. 

(4) Prepare a Trial Balance of the Accounts 

This is prepared in order to check the equality of the debit and credit balances in the 

ledger and setting forth in a convenient form the account balances needed for the 

preparation of the accounting statements. 
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(5) Preparation of Financial Statements 

These includes Income statement which is a process of reporting the results of the 

operations of the business for a period of time while the Balance sheet is prepared to 

show the financial position of the business for a period of time. 

(6) Journalize and Post Adjusting Entries 

Adjusting entries are journal entries made at the end of an accounting period or at any 

time financial statements are to be prepared to bring about a proper marching of 

revenues and expenses. Periodic reporting and the marching principle necessitate the 

preparation of adjusting entries. The marching principle requires that expenses 

incurred in producing revenues be deducted from revenues regenerated during the 

accounting period. Adjusting entries reflect unrecorded economic activity that has 

taken place but has not yet been recorded. Adjusting entries bring the amounts in the 

general ledger accounts to their proper balances before the company prepares its 

financial statements for the proper financial reporting. 

(7) Journalize and Post Closing Entries 

The closing process transfers the balances in the revenue and expense account to a 

clearing account called income summary. Income summary account is a clearing 

account used only at the end of the accounting period to summarize revenue and 

expenses for the period after transferring all revenue and expense account balance to 

income summary. The balance in the income summary account represents the net 

income or net loss for the period. In account we often refer the process of closing as 

closing the books, only revenue, expenses and dividend account are closed. 
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(8) Prepare Post-Closing Trial Balance 

After the books are closed it is advisable to take an after-closing trial balance so as to 

make sure that the equality of debt and credit in the ledger has not be destroyed 

through errors made in closing the books. 

2.1.7 Creation of Accounting Information 

According to Meigs (op.cit), “an accounting system consists of the methods, 

procedures and devices used by an entity to keep track of its financial activities and to 

summarize these activities in a manner useful to decision makers.” To accomplish 

these objectives an accounting system may make use of computers and video displays 

as well as hand written records and reports printed on paper. Regardless of whether 

the accounting system is simple or sophisticated the following are necessary for its 

creation: 

1. Recording Financial Activities 

This is a process of creating systematic record of the daily business activities in terms 

of money. Recording of financial activities can be done in many ways such as writing 

with a pen or through computer key board. 

2. Classifying Data 

The data be collected and recorded must be classified into related groups or 

categories of transaction, for example grouping together those transactions in which 

cash is received or paid out is a logical step in developing useful information about 

the cash position of a business. 
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3. Summarizing Data 

After being classified the accounting data must be summarized to show the 

performance of the entity during a period and its financial position at the beginning 

and at the end of the period two important summary statements produced that are:- 

(i) Income Statement 

It is referred as the Profit and Loss Account or Income statement in the case of 

trading enterprises, which is calculated to summarize the results of the operations of 

an enterprise during the accounting period. In the case of government, charity 

organizations, whose motive is to provide services, this will be a summary statement 

Income and expenditure, being a summary of all the statements signed by accounting 

officer as per section 25 subsection 2(a) and 2(c) of the Public Finance Act, 2001 

(applies only for Government and Parastatal Organizations). 

(ii) Balance Sheet 

This shows the financial position of an entity on a specific date. Each entity should 

present in its financial statements based on the nature of its operations, clear 

classification between current assets and fixed assets and another between its current 

long-term liabilities as separate classifications on the face of balance sheet. 

2.1.8 Qualitative Characteristics of Accounting Information 

According to Laney and Atril (2002), accounting information should possess certain 

key qualitative characteristics so as to be useful to users. These are: 
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(i) Relevance 

Accounting information must have the ability to influence decisions. The information 

may be relevant to the prediction of future events (for example in predicting how 

much profit is likely to be earned next year) or relevant in helping confirm past 

events. (For example in establishing how much profit will be earned last year). The 

role of accounting in confirming past events are important because users often wish to 

check on the accuracy of earlier predictions that they have made. 

(ii) Reliability 

Accounting information should be free from significant errors or bias. It should be 

capable of being relied upon by users to represent what it supposed to represent. 

Although both relevance and reliability are very important the problem that we often 

face in accounting is that information that is highly relevant may not be very reliable 

and that which is reliable may not be relevant. 

(iii) Comparability 

This quality will enable users to identify changes in the business over time (for 

example the trend in sales over the past five years), also to evaluate the performance 

of the business in relation to other similar businesses. 

Comparability is achieved by treating items that are basically the same in the same 

manner for measurement purposes and by making clear the policies that have been 

adopted in measuring and presenting the information. 
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(iv) Understandability 

Accounting reports should be expressed as clearly as possible and should be 

understood by those at whom the information is aimed. 

(v) Materiality 

When preparing accounting reports we should make sure that all material information 

is provided. Information will be regarded as Material if it is likely to have an 

influence on the decision made by users. Information is not regarded as material if it 

does not affect the economic Decision of users. 

2.1.9 Decision Making an Overview 

According to Madhurendra (2001), “Decision making is an act of choosing between 

two or more alternatives, in order to solve problems and curve out or take benefit of 

opportunities all for the purpose of achieving desired objectives.” 

According to Gupta, (op.cit), “decision making is the process of choosing a course of 

action from among alternatives to activities a managers perform to come to a 

conclusion.” 

2.1.10 Strategic Planning: The Need for Decision Making 

Strategic management attempts to understand the way in which firms may improve 

their performance in competitive interactions with other firms. There are several 

studies that have linked the demand for strategic thinking and competitive advantage. 

Teece et al (1997) argue that the fundamental question in the fundamental question in 

the field of strategic management is how companies can take steps in accomplishing 

and sustaining competitive advantages. 
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To attain that objective, companies ought to develop their dynamic capabilities, 

which facilitate analyzing their financial resources as well as their resources required 

enhancing their competition expertise. Another study (Nilsson and Olve, 2001) 

discusses the strategic management concept in the context of decision making. This 

study points out the role of financial statements in multi business companies by 

focusing on formulation and implementation of corporate and business unit strategies. 

Three broadly used categories of control models are analyzed and discussed: (1) 

models for performance management, (2) models for value based management and 

(3) models for strategic management. The third category is concerned with 

identifying, describing and communicating strategy in a way that can be simply 

understood in all levels in the organization, along with combining financial and non 

financial measure for performance. As it can be seen, this study supports the major 

role of the new management accounting technique (Balanced scorecard) in providing 

reliable information for management decision and control. 

According to Robbins and Coulter (1999), “decision is a choice made from two or 

more alternatives.” They further defined decision making process “as a set of eight 

steps that include identifying a problem, determining decision criteria, allocating 

weights to the criteria, developing alternatives, analysis of alternatives, selecting an 

alternative, implementation of alternatives and evaluating decision effectiveness.” 

According to Kreitner (1998), “decision making means identifying and choosing 

alternative courses of action.”  According to Balton and Martin (1994), “decision 

making is the process through which managers identify organizational problems and 

attempt to solve them.” 
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2.2 Reasons for Making Decisions 

According to Robbins and Coulter (1999), „decisions are made for ensuring smooth 

attainment of the organization/business objectives.‟ There are several reasons for 

making decisions, among of them are: 

(1)  Ensuring the best and optimum allocation of the available resources. 

(2)  Ensuring timely action on environment and other opportunities. 

(3)  Providing timely and adequate solution to the existing problems. 

(4)  Making sure that the threats to the business are known earlier enough and 

acted upon accordingly. 

(5)  Preventing the organization/business from getting into crisis of materials, 

supplies or other basic inputs. 

(6)  Ensuring timely adjustment of organizational activities according to 

National policies and regulations for example environmental concerns. 

2.3 Decision Making Conditions 

Gupta (op.cit) discusses three conditions that managers face as they make decisions 

namely certainty, risk and uncertainty. 

(i) Certainty 

It can be defined as a situation in which managers can make accurate decisions 

because the outcome of every alternative is known. The manager is certain about the 

outcomes of the alternatives. For example if it is raining, the person knows the 
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outcome of each alternative and can therefore choose the best alternative (take an 

umbrella). 

(ii) Risk 

In an environment of risk, the decision maker has incomplete information and is not 

sure of its reliability. He is in a position to develop alternative courses of action but 

their outcomes are not known .Without full information future conditions cannot be 

predicted accurately. The decision maker can assign probabilities to possible 

outcomes on the basis of the available information and his experience. He is expected 

to choose the alternative with the highest expected value. Risk conditions are often 

found in deciding the level of inventories, decision making in such situation is largely 

subjective as no decision criteria are fully reliable. For example, if the weather 

forecaster has said there is 40% chance of rain the decision maker is operating in a 

situation of risk. 

(iii) Uncertainty 

Condition of uncertainty exists when the future environment is unpredictable and 

everything is in a state of flux. Information is neither available nor reliable. The 

decision maker does not know the outcomes of the alternative courses of action or 

their probabilities. He has to depend upon his/her judgments and experience of 

making decisions. There is no set pattern and each problem is tackled in an 

individualized manner. In business, managers have often to face uncertainty. For 

example, a person going to New York would have no knowledge of the likelihood of 

rain and hence would not know whether or not to carry an umbrella. 
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2.4 Differences in Decision Making Situations 

In Generally managerial decision situation fall into two categories that is programmed 

and non- programmed decisions (Gupta, op.cit). 

2.4.1 Programmed Decisions 

These are those decisions made in routine, repetitive and well structured situations 

through the use of pre- determined decision rules. These decision rules may base on 

habit computations techniques or established policies and procedures such, rules 

normally stand from prior experience or technical knowledge about what works in a 

particulars type of situation. 

2.4.2 Non – Programmed Decisions 

These are those decisions for which pre- determined decision rules are impractical 

because the situations are novel and or ill structured. Most of the significant decisions 

that managers make falls into the programmed category .Because of their nature 

programmed decisions usually involve considerable amounts of uncertainty, a 

condition for which the decision maker must choose a course of action without 

complete knowledge of the consequences that will follow implementations. 

2.5 Approaches to Decision Making 

According to Gupta (op.cit), there are two types of approaches to decision making. 
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2.5.1 Intuitive Approach 

This is a situation in which the manager makes decision largely based on personal 

feelings, judgment and conviction without reference to facts, research or data. Such 

decisions may be much influenced by personal feelings and emotions. 

2.5.2 Rational Approach 

These are approaches to decision making that attempt to evaluate factual in 

information through the use of some type of deductive reasoning where by the 

rational approach includes the following: 

(i) The Optimizing Approach 

This approach means selecting the best possible alternative among different factors. 

The optimizing approach to decision making include the following steps: 

1. Recognize the need for decision. 

2. Establish, rank and weigh the decision criteria. 

3. Identify possible alternative. 

4. Evaluate each alternative with respect to all criteria 

5. Select the best alternative. 

(ii) Satisfying Approach 

Satisfying approach means selecting the first alternative that meets the decision 

maker minimum standard of satisfaction. It is based on the principle of bounded 
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rationality which states that people have time and cognitive ability to process only a 

limited amount of information upon which to base decisions. 

2.6 Decision Making Process 

These are the steps which are used in making decisions. Robbins and Coulter (op.cit), 

suggested the following steps in decision making process. 

2.6.1 Problem Formulation 

In this stage an important and relevant organizational problem is identified. The 

decision maker must be aware of the organization‟s objective which should wherever 

possible is qualified and if they are specified and communicated widely there is 

likelihood of sub-optimal decision making taking place. 

2.6.2 Determining the Decision Criteria 

Decision criteria are parameters that reflect what the decision maker thinks is relevant 

and necessary to be considered in a decision. 

2.6.3 Allocating Weights to the Criteria 

The criteria listed in the previous step are not all equally important. Thus the decision 

maker must weigh the priority attached to every criterion in the decision. The 

decision maker has to use his or her preferences to assign priority to each criterion as 

well as indicating their degree of importance by assigning a weight to each. 



 38 

2.6.4 Developing Alternatives 

At this stage the decision maker has to list the available alternatives that if put to 

action could solve the problem. 

2.6.5 Analysis of Alternatives 

The decision maker must critically analyze each alternative. The strength and 

weakness of each alternative will become evident as they are being compared against 

the criteria and weights assigned earlier. 

2.6.6 Selecting an Alternative 

This step involves maximizing the decision, the one with the highest economic 

outcome (in terms of organizational goal) is chosen. 

2.6.7 Implementation of Alternatives 

Because the decision maximizes the chance of achieving the single well defined goal, 

all organizational members will embrace the solution. 

2.6.8 Evaluating Decision Effectiveness 

This involves appraising the results of the decision to find out whether the problem 

has been solved. Poorly prepared Accounting information leads your company goes 

into cardiac arrest (Bowyer, 2009). As the matter of facts, effective accounting 

records is crucial because everything in the company need them decide on, capital 

expenditure and revenue expenditure even non value added activity to the company 

but which provide goodwill to it, for instance environmental conservation, all those 

needs money/cash. That is tight control should be employed, this is to check whether 
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all types of expenditure are in accordance with the described authority and 

responsibility and well prepared and safe stored information. If you haven't 

considered accounting information an important issue, then you're probably 

undermining your business's short-term stability and its long-term survival (Bowyer, 

op.cit). 

Accounting information being the most information to rely on every decision. It is 

from the accounting information where by the respective organization need to 

establish how much cash have been collected, how much have been paid and how 

much is available before payment is approved at any particular point in time. 

Business analysts, report that poor management is the main reason for business 

failure. Poor accounting data preparation and presentation is probably the most 

frequent stumbling block for entrepreneurs. Understanding the basic concepts of 

accounting information preparation will help you plan for the unforeseen eventualities 

that nearly every business faces (Tulsian, op.cit). 

2.7 Empirical Literature Review 

Psychological studies have provided evidence that intuition can be an important part 

of decision-making (Mintzberg 1976; Simon 1987; Hall et al. 2007). Researchers 

have argued that intuition is part of every decision and that intuition and analysis are 

complementary (Meyer and Scott 1983; Simon 1987; Frantz 2003). Furthermore, 

intuition is not seen as an abstract concept, but as the result of a subconscious process 

that considers previous decisions and experiences. Intuition is thus thought to be 

sourced by concepts, techniques, patterns and beliefs that are impressed on people‟s 

minds and increase through experience, knowledge and education (Barnard, 1938). 
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Intuition has also been regarded as rational, because of its ability to extend the limited 

boundaries of rationality by drawing on knowledge, experience and recognition of 

familiarities (Simon 1987). Furthermore, intuition is thought to be particularly 

important in ill-structured situations, in which managers face time and information 

restrictions. The subconscious feeling of experienced managers can then be a 

powerful factor that leads to successful management, while a focus on rational 

management could result in a “paralysis by analysis” (Mintzberg 1976; Hurst 1984; 

Langley 1995; Kuo 1998; v. Werder 1999). Although intuition has been established 

as a relevant factor in decision-making processes, its influence on the role and 

utilization of accounting information has not been evaluated. 

Planning the future activities of an entity, decisions that managers take within the 

entities (purchasing decisions, pricing decisions) are closely related to knowledge of 

costs. Cost accounting has a huge impact on the quality of decisions made by 

managers. Ebbeken et al. define cost as "an expense or an amount of expenditure 

associated with (and recognized) resource consumption, a place of business, a product 

produced or reporting period". Bernard, Colli. (1994), define cost as "amount 

expressed in general in currency, of the necessary expenditure for the purchase or 

production of a good or service." According to specialists Glautier . and Underdown. 

(2001), “cost is the monetary expression of the effort that an entity must do to achieve 

its objectives“. From the perspective of the process of acquisition of information 

necessary to support decisions and to a better understanding of reality, economic 

manager must take into account the acquisition cost and time information which 

implies it. In this theoretical framework, pure and perfect information is perceived as 

a mere fiction, and traditional microeconomics appears overwhelmed about 
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organization‟s competition. Imperfect competition theory authors, including Stigler 

and Leibenstein exploit the traditional fundaments of pure and perfect competition, 

but develop the imperfect information for a series of specific situations from 

economic reality and which many economists ignore. 

Searching for information will be prosecuted if the marginal cost of search is 

marginally lower than the yield obtained for finding the best situation. Marginal cost 

depends on the initial endowment of information, meaning the previous purchase of a 

stock of knowledge. Agencies that have an informational advantage enjoyed in 

general of a gain situation. Information economy is not perfectly finished, or 

satisfactory (Gregory, 2009). 

Research made by Wambura (2000), titled “the role of financial reports in decision 

making.” “The importance of accounting information is that, it makes allocation of 

scarce resources in an organization, where individuals and organizations are largely 

free to allocate the resources which they control.” Therefore the theoretical objective 

of accounting information is to enable information users make optimal decision so as 

to make best allocation of available resources within their control. The accounting 

duties should be divided accordingly to different accounting personnel, whereby one 

staff should not process the transactions from the beginning to the end, and job 

performed by one accounting staff should be checked by another staff. 

Wambura also emphasizes the significance of having sufficient number of employees 

for proper segregation of duties in accounting department. He proceeds that “Each 

personnel should be provided specific job description which will guide him/her to do 

what is required for him/her where by the person who receives cash should be 
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separate from the person who records the cash books as also the person who prepares 

reports. By doing so, the possibility of delaying in preparation of accounting records 

and any other manipulation of accounting data will be limited." 

Spathis and Constantinides (2003), also explore how decision making have 

influenced the management of accounting information. By using telephone contacts 

from a random sample of 98 large and medium-sized Greek companies, the 

researchers report on the practices of 45 organizations (response rate of 45.9%). The 

most highly rated Decision makers perceived accounting benefits found by the 

researchers were increased flexibility in information generation, improved quality of 

reports and increased integration of applications. No significant improvements were 

experienced by the surveyed firms with regard to the time required for issuing reports 

and the decision making process. The findings of Spathis and Constantinides (op cit), 

are therefore much in line with those of Booth et al. (2000), which suggested that 

organizational and environmental systems are effective in supporting information 

processing, but not as effective in terms of reporting and decision-making support. 

Luhende (2001), on his topic “the role of financial reports in decision making”, wrote 

that, many business entities in Tanzania have been making their decisions without 

taking into consideration what have been prepared and presented to them as “financial 

information” by financial specialists. Therefore the decision maker should be able to 

interpret the information given to them. The organization would make use of 

accounting information before coming to the conclusion during decision making, 

poor decision making are caused by difficulties in interpretation and not make use of 

accounting information. 
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Fleischman and Kindersley (2001), wrote an article about the study on the purpose of 

financial information. They postulate that; one of the purposes of financial reporting 

is to facilitate the decision making of financial report users. They argue that to 

effectively use the information in annual financial reports, however, users have to be 

able to understand them. To further such understanding, annual reports include 

written explanations of financial information referred to in the public sector as the 

letter of transmittal and in the private sector as management's discussion and analysis. 

They argued that, although the intent of these two documents is the same, the users 

can be quite different. Private companies generally expect users to have a reasonable 

understanding of business and finance, while public entities must communicate with a 

much more diverse audience that includes citizens with little knowledge in financial 

matters. 

According to Monyo (2000), the market receives large amount of information that is 

relevant to a particular firm. Thus at one level it could be said that the annual report is 

just one piece of information that will help the market to form opinions on the 

financial strength of an organization and it is potential for taking advantages of future 

position of the firm. He further points out that, however financial information 

prepared based on historical data may not have direct relationship to future outcomes. 

It has been concluded that, “past earning growth does not help to predict future 

growth, since future is so uncertain, then someone making decision for future basing 

on the reports prepared on historical data may face some trouble on preparation of 

financial statements”. His emphasis is put on short-term profit and consideration of 

long term objectives or non-profit objective (employee‟s welfare) is excluded. 
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Numerous researchers have discussed the objectives of accounting records and its 

role in providing useful and reliable information to internal and external users 

(Barfield 1998, Wright 1994, Atrill and McLaney 2002, Kaplan and Atkinson 1998).  

Barfield (1998) clearly indicates the fundamental role of accounting information is 

sustaining managers and other users with the required data. Accounting information 

integrates financial accounting by providing product cost information for financial 

statements. It also integrates management accounting by providing product cost 

information for financial statements. It also integrates management accounting by 

providing some of the quantities and cost based information that managers need to 

perform their tasks. Additionally, Kaplan and Atkinson (1998) identify an assortment 

of task that can be carried out with accounting data including: making important 

product feature and product mix decisions, dealing competitive strategies and 

performance evaluation. Moreover, costing systems continue to serve many purposes 

in their internal service role. Wright (1994), mentions these purposes of accounting 

systems including (1) analyzing cost information over products, jobs, departments, 

services and processes, (2) comparing costs of manufacturing different products and 

providing various services, (3) identifying trends in the way costs are incurred and (4) 

regulating use of scarce resources. 

Houben et al (1999), argue that strategic management includes three basic elements, 

namely, the formulation of a strategy, the implantation of a strategy and the control 

and evaluation of the strategy. The second element is concerned with strategic 

planning, as most skilled managers spend valuable time thinking about the future. 

The result may be an informal understanding of the future direction and company is 

going to take, or it may be a formal statement of plans. The formal statement of plans 
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is called a strategic plan; the process of adjusting this statement is called strategic 

planning. Anthony and Govindarajan ( 1995, p 319) state, “strategic planning is the 

process of deciding on the programs that the organization will undertake and the 

approximate amount of resources that will be allocated to each program over the 

next several years”. Moreover, Anthony and Govindarajan (1995) confirm that a 

strategic plan provides the framework within which the operating budget is 

developed. An essential advantage of preparing a strategic plan is that it can help the 

operating budget work effectively. 

 Figure: 2.1 A Company and Strategic Planning 

 

 

 

 

 

 

 

Source: Anthony and Govindarajan (1995, pp.321, 322) 

As shown in figure 2.1, strategic planning seeks to help companies narrow the range 

of strategic options in the budgeting stage, which eventually solves numerous 

problems related to dysfunctional outcomes. Accordingly, strategic planning plays a 

major role in organizations achieving their goals and objectives. Therefore, a number 

of studies have discussed a strategic planning process from a variety of perspectives, 
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which indicated that the strategic planning has many interrelationships with every 

action performed in the organization. Liedtka (2000, p 197) states, “the strategic 

planning process utilizes strategic thinking to design a future, working in a virtual 

world”. SWOT analysis is the starting point in the strategic planning process with the 

purpose of identifying, examining and evaluating the organizations strengths, 

weaknesses, opportunities and threats before drawing up the corporate strategy. In 

line with Houben et al (1999), managers should start with the identification and 

evaluation of these strategic factors that support or hold back the company in 

attaining its planned goals. Figure 2.2 shows SWOT analysis. 

 Figure 2.2: SWOT Analysis 

Internal Strengths weaknesses 

External Opportunities threats 

Source: Ward (1992, p 22) 

Ward (1992) points out that SWOT analysis can be used to evaluate the existing 

situation in the course of analyzing internal and external factors. Internal factors take 

into account strengths and weaknesses, whereas external factors involve identifying 

and assessing opportunities and threats including customers, competition, suppliers, 

market place, technological development, social concerns, economic environment and 

legal regulatory factors. Hence, the fundamental purpose of that analysis is to decide 

on appropriate alternatives that allow a company to accomplish it goals and objectives 

with the financial and other available resources. Finally, one of the external 

environmental factors is the ever increasing trend toward technological developments 
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by adopting contemporary management philosophies that have an immense influence 

on the long term decisions in the company. 

2.8 Conceptual Frame Work  

2.8.1 Accounting Information and Decision Making Influenced by Various 

Factors 

According to Anthony and Govindarajan (op.cit), accounting data provide useful 

information for several strategic decisions. These decisions include product pricing 

policy, product mix decisions, factory facilities, policies of adding or deleting various 

products/services and elimination of non value added activities. To carry out this 

relationship accurately, a number of factors will be taken into account to draw up a 

comprehensive overview of the major role of accounting data in companies, and to 

what extent such data affects strategic planning and the decision making process, 

additionally, these factors have a great influence on the role of decision making 

processes in developing the accounting information system. Figure 2.4 explains the 

basic conceptual model of the research. 

Figure 2.3: The Basic Conceptual Model of the Research 

Control variables 

Organizational factors  Technological factors 

 

 

Environmental factors 

Source: Research, Data 2012 
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The basic conceptual model of the research above is based on careful inspection and 

precise revision of several previous studies (Guidlign 1999, Fowler 1999, Carmona 

and Gutierrez 2003, Sutcliffe 1999, Gosselin 1997, Frey and Gordon 1999, Cagwin 

and Bouwman 2001, Hopkins and Hopkins 1997, Boyd and Reuning - Elliott 1998, 

Guildign et al 2000 and Chenhall and Langfield- smith 1998). As shown in figure 2.3 

the accounting information system makes up one of the most fundamental 

management accounting tools, it cannot provide the desired consequences without an 

understanding of the whole environment in which this system will be implemented 

both internally and externally. 

In addition, academics and practitioners proposing a change in management 

accounting systems should be aware of dealing with new techniques in the field. This, 

this awareness assists them in planning, controlling, costing, directing and decision 

making. According to Williams and Seaman (2001), firms operating in competitive 

environment should be motivated to change their management accounting control 

systems because appropriate costing systems and proper performance monitoring are 

essential for survival. Moreover, strategic planning is a managerial task that focuses 

on choosing the business programs and deciding the resources for these programs in 

order to enhance the entire performance of the firm and achieve the long and short 

term objectives (Jonson 1998, Mendoza and Bescos 2001) 

2.8.2 Operationalization of the Variables 

2.8.2.1 Accounting Information System 

When companies try to use financial accounting data in the strategic planning 

process, several factors should be taken into consideration. These factors play a major 



 49 

role in facilitating or hindering this relationship. These factors include indirect costs, 

functions in which accounting data can be used, using of accounting data in specific 

applications and to what extent the accounting information system is integrated into 

the performance evaluation systems. 

2.8.2.2 Indirect Costs 

Indirect costs cannot be conveniently or economically traced from the cost or cost 

pool to the cost object. The cost of supervising manufacturing employs and the cost 

of handling materials are good examples of cross that generally cannot be traced to 

individual products and therefore are indirect costs for the products (Blocher et al, 

20002). in accordance with Frey and Gordon (1999) , critics of traditional cost 

accounting systems claim that product costs ( and , in turn, managerial decisions) are 

distorted (i.e., cross subsidization of product occurs) when all overhead costs are 

allocated to products on a single, volume related base such as direct labor hours. 

Additionally, Watters et al (2001) p 76) stated “To estimate the indirect costs of 

products, the management accountant must have a good understanding of the 

organizations operations. Knowing how different activities in the organization 

interact to create products allows the manager to more accurately trace indirect 

costs to products”.  

2.8.3 Control Variables 

2.8.3.1 Organizational factors 

The first control variable involved in the basic model that can influence the role of 

accounting information in the strategies planning process is the organizational aspect. 
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This variable influences the innovativeness of an organization and may facilitate or 

hinder the using of cost data from one hand while on the other hand it also effects the 

quick implementation of strategic planning process. Three organizational factors are 

examined in this study: strategy, organizational structure and organizational size. 

2.8.3.2 Strategy 

Strategy plays an imperative role in facilitating or hindering the acceptance of the 

ABC system and achieving strategic planning progression. Miles and Snow (1978, 

1994) identify four strategic types of organizations according to the rate at which they 

change their products/services and markets: prospectors, defenders, analyzers and 

reactors. The fundamental distinction among these types is the rate of change in the 

organizational domain. Gosselin (1997) explains the connotation of each one. 

Prospector are characterized by their dynamism in seeking market opportunities, their 

capability to develop and produce new products to meet customers‟ needs, their 

investment in large amounts of financial resources related to research and 

development and their use of teamwork. Defenders have a strategy that is the polar 

opposite of prospectors. Defenders operate within a narrow product market domain 

characterized by high production volume and low product/services diversity. On the 

other hand, analyzers stand between these two categories, sharing characteristics of 

both prospectors and defenders. 

2.8.3.3 Organizational Structure 

Companies need to understand precisely the organization structures to facilitate the 

accomplishment of organizations objectives (Hill 2003, Rees and Porter 2001). 

Organizational structure means three things: (1) the formal division of the 
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organizational into subunits, which is referred to as horizontal differentiations (2) the 

location of decision making responsibilities within that structure, which is referred to 

as vertical differentiation and (3) the establishment of an integrating mechanism. 

From another perspective, a particularly useful classification of organizational 

structures is the extent to which they are mechanistic or organic. Rees and Porter 

(2001) explain the distinction between such structures in this way: mechanistic 

systems include a clear hierarchy of control, a high degree of specialization of labor 

and reference upwards for the reconciliation of differences within the organization. A 

mechanistic system would simply not be adaptive, or its responses fast enough, to 

enable an organization to remain competitive. Therefore, there is the need in some 

situations for organic systems. 

2.8.3.4 Organizational Size 

Another factor that can influence the strategic planning process of an organizational is 

its size. Various preceding studies have highlighted the connection between the size 

of the firm and its ability to succeed in accomplishing objectives (John et al 1997, 

Rees and Porter 2001, Parking et al 2003, Matsuura 1991). The link between the 

degree of formality and firm size has been addressed by Rees and Porter (2001). They 

have explained that the firm does not need much formality if it is engaged in 

constructing a small building, because people can determine what needs to be done 

for them. On the other hand, the mass production of vehicles, for example, requires 

much more formality because, amongst other things, people cannot easily grasp what 

has to be done. Consequently, most organizations fail to adapt with increased work. 

Rees and Porter (2001, p 60) state, “many organizations fails to grow because of 

their inability to develop a viable structure to cope with increased work. Larger 
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organizations generally need an element of formality, clear reporting lines, 

delegation, managerial and specialist expertise, and control system”. 

2.8.3.5 Technological Factors 

Strategic planning is the process in which a firm attempts gain competitive advantage. 

To remain competitive, firms need to develop long term strategies for acquiring and 

using advanced engineering and manufacturing technologies. In additional, 

technology managers are under increasing pressure to produce better results, with less 

time and risks, and with fewer resources. A resulting trend is a greater use of external 

relationships and resources to achieve the needed technological accomplishments 

with greater efficiency (Gagnon and Sheu, 2003). However, there are numerous 

alternatives for obtaining internally and or externally the personnel and equipment 

components of advanced technologies. Therefore, the next part focuses on three main 

elements that are discussed from a technological perspective. These elements include 

(1) product/services diversity and complexity, (2) firms information technology and 

(3) production/provision process.  

2.8.3.6 Environmental Factors 

The last control variable that has an effect on the affiliation between accounting data 

and the decision making process is the environmental feature. With the increase in the 

number of companies in the market in this day and age, demands placed on 

competition rise. All such companies are trying to approve new techniques and tools 

that can help them in introducing goods and services with superior quality and less 

cost in order to gain high profits/surplus. Several studies explain the growing need for 

strong decision  to meet the enormous challenges in the worldwide environment 
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(Hodgetts and Luthans 2003, Wheelen and Hunger 2000, Akhter 2003, Frrelly and 

Brambilla 2003, Wortzel and Wortzel 1997) according to Hodgetts and Luthans 

(2003), one of the primary reasons that multinational companies such as Toyota or 

Citibank need strategic planning is to keep track of their increasingly diversified 

operations in a continuously changing international environment. 

2.9 The Knowledge Gap 

The review of literature has revealed that studies done on the role of accounting in 

decision making processes in TANAPA established strong evidence that one of the 

inscriptions of the executive is the ability to decide (Fleischman and Kindersley, 

op.cit) wrote an article about the study on the purpose of financial/Accounting 

information. They postulate that; one of the purposes of financial reporting is to 

facilitate the decision making of financial report users. They argue that to effectively 

use the information in annual financial reports, however, users have to be able to 

understand them. One of the obligations of free men is the willingness to decide. One 

of the qualities of effective people is the courage to decide. Making decisions is part 

of every day‟s lives. Considering organizational life, it is often one of the main 

functions and tasks of management, as underlined also in the statement above. 

Indeed, management and decision-making are often regarded as belonging together, 

as management usually makes the major decisions of the organization. 

Numerous researchers have discussed the objectives of accounting records and its 

role in providing useful and reliable information to internal and external users 

(Barfield, op.cit; Wright, op.cit; Atrill and McLaney, op.cit; Kaplan and Atkinson, 

op.cit; Barfield, op.cit) clearly indicates the fundamental role of accounting 
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information is sustaining managers and other users with the required data. Accounting 

information integrates financial accounting by providing product cost information for 

financial statements. 

Apparently, good decisions are important and ensure the wellbeing and also the 

survival of an organization. Also „TANAPA‟, which established by the Act of 

parliament of the United republic of Tanzania leading all national parks in Tanzania 

for both Foreign and citizens tourists, has to assure its future by implementing the 

right decisions from accounting information of the organization. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.0  Introduction 

The earlier chapter (Chapter II) dealt with literature re review while this chapter 

consists of various methods which were used to conduct this research. From this 

chapter research design, techniques, and types of data which was collected were well 

specified together with the methods of how they were analyzed.  

3.1 Research Design 

As the case study, Data and information was collected from management and 

accounting department at TANAPA.  The general population for this study composed 

of selected personnel in TANAPA, numbering 38 respondents. The researcher also 

provides interviews for managers whose function is directly related to the 

organization and implementation of the management decisions employed by the firm. 

3.2 Research Technique/Approach  

The research project involves the use of theory. This theory may or may not be made 

explicit in the design of the research; the extent to which the researcher are clear 

about the theory at the beginning of the research raises an important question relating 

to the design of the research. This is whether the research should use the deductive 

approach or the inductive approach (Gill and Johnson; 1991, Saunders et al; 2000).  

This research is designed to find out the independent relationship between accounting 

information and the decision making processes by gathering both qualitative and 
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quantitative data about these two fundamental variables and other control variables 

that have an influence on this relationship. These control variables includes; 

organizational, technological and environmental variables. Additionally the 

researcher was independent of what was observed throughout questionnaires and 

interviews. The conceptual frame work (which illustrated in chapter 2 of this study) 

has been developed to indicate the connection between basic variables and control 

variables to facilitate replication. 

Finally, the conceptual model has been operationalized in a way that enables 

variables to be measured quantitatively. This operationalization has been 

implemented for the variables from four different perspectives: expectation from 

literature, construction of measurement, actual research outcome and interpretations 

and the impact of each factor on the basic research idea. The researcher assisted by 

the Statistical Package for the Social sciences (SPSS) in coming up with the statistical 

analysis for this study. 

3.3 Population Inquiring 

For this purpose the researcher will be obtained data from accounting department and 

the whole management. Accounting department will be used to obtain source 

accounting information while management will be used for consulting their 

responsibilities in decision making. 



 57 

3.4 Sample and Sampling Methods 

Kummar (1996) defines sampling as the process of selecting a few (sample) from a 

bigger group (the sampling population) to become the basis for estimating or 

predicting a fact, situation or outcome regarding the bigger group. 

Judgemental sampling techniques were used because not all employees were assumed 

to be aware of the study given that the stratified random sample was 38 respondents 

that were to be drawn from the population of 117 employees with proportionate 

allocation. The sample composition is as shown in the table 3.1 here under: 

 Table 3.1: Sample Composition of the Respondents 

CATEGORY/DEPT SAMPLE SELECTED % OF SAMPLE 

Finance 20 53 

Chief Park wardens 7 18 

Audit Department 3 8 

ICT 3 8 

Top management 5 13 

 38 100 

Source: Research Findings, 2012 

 

The following sampling techniques will be applied: 
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3.4.1 Random Selection 

In this sampling technique every item of the population has an equal chance of being 

selected. 

 3.4.2 Purposive Sampling 

In this sampling technique the judgment of the researcher will be used to select the 

cases that make up the sample. 

3.4.3 Stratified Sampling 

In this sampling technique the population will be divided into strata or layers each 

stratum being subjected to a separate sampling method where random sampling will 

be used. 

3.5 Sample Size 

Sample size refers to the numbers or items selected from the universe to constitute a 

sample. In this study, sampling method that will be used involves members of staff 

from the scope of the study, i.e. TANAPA Head quarter will be chosen for inclusion 

in the sample deliberately by the researcher. The sample size of 38 was found 

appropriate because according to Hogg and Tanis (1977), a sample size of 25 to 30 is 

enough for analysis and reporting purposes. However, this study amplified the sample 

size to 38 in order to increase accuracy of the findings (Saunders et al., 2000) 

3.6 Types of Data Collected 

As the title suggest, data collection methods are used in this part of the research, 

which is concern with collecting data (Hussey and Hussey, 1997). Whatever the 
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research questions and objectives it will be impossible to collect or to analyze all the 

data available owing the restriction of time, money and often access to the required 

data (Sharp and Howard 1996, Saunders et al 2000). Several methods can be used to 

gather data including questionnaires, interviews, secondary data, observations, 

sampling, critical incident technique, diaries, focus groups and protocol analysis. The 

first four methods were used to collect data for this study. In addition, such approach 

tries to describe present conditions, events or systems based on the impressions or 

reactions of the respondents of the research (Creswell, 2005). 

3.6.1 Primary Data 

Are those which the researcher collected through observing how the financial reports 

and its sources i.e. revenue and expenditure ledgers, cash books, schedules payrolls 

and final statements of the organization are prepared and how it is used in decision 

making. Also questionnaires and interview was used to collect primary data. The 

primary data for the study represented by the survey result that was acquired from the 

respondents questionnaires. 

The following methods of data collection were used to collect primary data: 

(i) Questionnaire 

The questionnaires is designed in a way that enables the researcher to cover some 

issues with intention of finding out what a selected group of respondents do, think or 

feel. To do so, the questionnaires was divided into sections which enabled the 

researcher to obtain the general information about the organization including the 

activity of the organisation, size, the role of technology and employees in the daily 

services, to what extent the selected sample depends on advanced technology in its 
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internal purposes, the type and degree of competition that the organisation can face 

and the range of applying modern management philosophies. The other part ask 

various question to recognize the current accounting system in the sample and the last 

part attempted to acquire sufficient data with respect to some strategic issues that 

affect the environment in which accounting information provided for the decision 

making process by designing Likert scale table. The questionnaires have been 

distributed and collected personally with the assistance of research assistant employed 

by the researcher. 

(ii) Interview 

Interviews associated with both positivist and phenomenological methodologies 

(Hussey and (Hussey 1997, Gill and Johnson 1991, Ryan et al 2002). It is a method of 

collecting data in which selected participants are asked questions in order to find out 

what they do, think or feel.  

Interviews make it easy to compare answers and they may be conducted face to face, 

voice to voice or screen to screen. They can be conducted with individuals or group 

of individuals since there are a number of technical and practical problems in postal 

interviews, the survey for this study was conducted by face to face interviews 

(personal interviews) with a pre-structured questionnaire. For example, mail surveys 

are subject to response bias because they do not achieve good response rates from 

people with low education, people who do not like to write, those who have difficulty 

in reading and those who do not have an interest in the topic (Czaja and Blair, 1996).  

In the pilot study, the questionnaires was carefully studied and moderated after 

conducting a number of informal interviews with managers, lecturers in accounting 
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and finance department and researcher‟s supervisor. Some question has been avoided 

such as the name of respondent, his/her age etc. The most significant advantage of 

personal interviews is that the interviewer can control the interview and questions can 

be explained in a clear manner and in uncomplicated words. In addition it helps 

improve the quality of data and encourage the respondent to answer fully and 

precisely. 

(iii) Observation 

The researcher observed personally some important issues concerning the study, for 

example looking at the working conditions of the accounting system, administration 

of the accounting system and preparation and maintenance of accounting information. 

As descriptive research utilizes questionnaire, observations and interviews, for this 

reason, the researcher used this approach because of the intention to gather first hand 

primary data from various employee of TANAPA with expertise in accounting and/or 

finance. The interview allowed the researcher the opportunity to clarify the standard 

to which the reports of the TANAPA rely such as IAS, IFRS, etc. With the help of the 

descriptive approach, a clear picture of the situation elicited. 

To determine the effectiveness of accounting information in decision making of 

TANAPA, the researcher prepared a questionnaire and a set of guide questions for the 

interview that were asked to the intended respondents. The equivalent weights for the 

answers were as follow: 

 Range      Interpretation 

 4.50 – 5.00       Excellent 
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 3.50 – 4.49     Good 

 2.50 – 3.49     Fair 

 1.50 – 2.49     Poor 

 0.00– 1.49     Very Poor 

3.6.1.1 Validation and Administration of the Instrument 

For validation purposes, the researcher initially submitted a sample of the set of 

questionnaires and after approval; the initial survey conducted to the respondents. 

After the questions answered, the researcher asked the respondents for any 

suggestions or any necessary corrections to ensure further improvement and validity 

of the instrument. Afterwards, the researcher again examined the content of the 

interview questions to find out the reliability of the instrument. 

3.6.1.2 Statistical Treatment of the Data 

After all the survey questionnaire has been collected, the researcher used statistics to 

analyse all the data. The statistical formulae used in the survey questionnaire were the 

percentage and weighted mean. The researcher assisted by the SPSS in coming up 

with the statistical analysis for this study. 

The purpose of employing this method was to describe the nature of a situation as it 

exists at the time of the study, and to explore the cause/s of particular phenomena. 

This research approach also serves as forerunner or extension to an exploratory 

research, which is a valuable research method, to be used in discovering what is 

happening; seeking new insights; asking questions; and/or evaluating an issue or 

situation in a new light.  
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Observation of some important issues concerning the study, for example looking at 

the working conditions of the accounting system, administration of the accounting 

system and preparation and maintenance of accounting information also constituted 

the other data gathering tool of the research   conducted by the researcher using 

predefined criteria. 

3.6.2 Secondary Data 

When considering how to answer research questions and how to achieve research 

objectives, the researcher considers the possibility of re-analyzing data that have 

already been collected for some other purposes. According to Saunders et al (2000), 

such data are known as secondary data. It includes both quantitative and qualitative 

data and can be used in both descriptive and explanatory research.  

Within business and management research, these data are mostly used in case study 

and survey- type research. However, there is no reason not to include secondary data 

in experimental research. In this study, researcher used several types of secondary 

data: government publications, Tanzania National parks financial statements, various 

brochures from TANAPA and ministry of Tourism, periodicals in accounting and 

management research, TANAPA statistics and reports, News papers and other 

documents such as internal files, receipt and payment vouchers, cash books (both for 

revenue and for payments.),combined requisition and issue note, daily, weekly, 

monthly and annually reports, register books (receiving and customer‟s collection 

books) local purchase orders, sales and purchases day books, cash sales, creditors and 

debtors list, schedules and purchase requisitions of organization where by the review 

of relevant documents was conducted by the researcher and  documents  reviewed 
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was; books of accounts, accounting manuals, financial statements reports and journal 

that was available in the organization during the time of conducting this research. 

3.6.3 Quality control 

Data quality involves assessing the usefulness of information in aiming at results that 

are good enough to be worth and useful in answering research questions. This 

consists of data validity and reliability. Validity is a demonstration that a model with 

its domain of applicability processes a satisfactory range of accuracy and consistency 

with the intended application of the model (Sargent, 19984). It increases degree to 

which a conclusion is credible or believable. Reliability refers to the consistency of 

measures (Joppe, 2000). Its role is to ensure that the results are similar and stable. The 

internal consistency methods were used to assess the reliability of questionnaire. The 

method involved a single pre-test group and indicated the degree to which the items 

in the questionnaire are inter-correlated. 

3.7 Chapter Summary 

This chapter has described the methods which were used in the study. The study 

applied qualitative research methods. The study was conducted Tanzania National 

Park where 38 respondents were selected from both men and women of TANAPA 

staff. The population of the study was the staffs  works/employed by the organization 

in their various department especially in the Finance and Accounting department, 

Information and communication Department, internal audit department and Top 

management of the organization. The sample comprised thirty eight (38) respondents. 

Validation of the instruments was ensured as standardized instruments were used. 
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Administration of the instruments was done by the researcher in order to elaborate to 

the respondents the items that were not clear to them. 

As stated in this methodology part, the research underwent stages. In the research 

design, the researcher collected secondary data and formulated and developed the 

questionnaire. In this stage, these instruments were subjected to approval and 

validation. During the data collection, the researcher collected and summarized the 

data obtained from the questionnaire and survey. The researcher then analyzed these 

data and from these, the researcher came up with findings and recommendations that 

shall be presented in the next chapters of this study. 
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CHAPTER FOUR 

FINDINGS, ANALYSIS AND INTERPRETATION 

4.0 Introduction 

In the content of this chapter, the researcher presents analysis and discussions of the 

research findings. The study was done purposely to investigate the role played by 

accounting information in decision making. The findings of this research based on 

data collected from Tanzanian national parks head quarter. Research findings, 

analysis and interpretation were brought forth in relations to research questions and 

questionnaires. 

4.1 Presentations of findings 

The finding indicates a greater focus on understanding important contextual 

influences than a dependency on narrowly defined technical aspects of accounting 

information. Additionally, strategies, long term orientation and greater focus on 

participation are of particular importance. Moreover, decisions are based to a greater 

extent on both quantities and qualitative data, which were evaluated in relation to the 

broader environment. In light of the ongoing globalism process, the awareness of 

differences in decision making processes contribute to a better understanding of the 

role of management accounting in the globalism world. This research has significant 

implications for the international application of management accounting procedures 

and practices in decision making processes. Multinational enterprises, governments 

and researcher would benefit from such insights into the utilization of accounting 

information in various national contexts. 
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4.1.1 The Effectiveness of Accounting Information in Organization 

Decision Making  

The respondents were asked whether the user of the accounting information know the 

important of using the accounting information in making their daily decision as also 

as the long term decision. Whether the accounting information were effective in 

organization decision making. The following data were collected as regards to this 

question 100% of respondents, five (5) form Top management, seven (7) from heads 

of National parks (Parks wardens), three (3) from audit section and twenty (20) form 

accounts and finance department said that they are well knowing the importance of 

accounting information in making decision in their daily routines and pointed out that 

the TANAPA management cannot make any economic decision in the absence of 

accounting information in making their decisions presented as follows: 

 Table 4.1 Effectiveness of Accounting Information in an Organization 

Responses Frequency Percentage 

Yes 38 100 

No 0 0 

Total 38 100 

Source: research Data, 2012 
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 Figure 4.1: Effectiveness of Accounting Information in an Organization 
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Source: SPSS results, 2012 

As per research findings relationship between management and accounts and finance 

department exists, whereby the management set policies which are used by the 

accounts departments as the guide on performing processional duties. 

Research findings have established that users of accounting information‟s which 

prepared by the TANAPAs accounts and finance department are the decision making 

bodies and were revealed to be the following; TANAPA chief accountant, the 

TANAPA directors, chief internal auditor, manager of investment and revenue, 

budgeting manager as also as information and communication manager. 

4.1.2 General analysis of the effectiveness of accounting information in 

decision making 

According to respondents comments about accounting information‟s, the analysis of 

how effective accounting information is in decision making at the TANAPA HQ are 

presented in the table 4.2 below: 
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 Table 4.2: SPSS Results on General Analysis of the Effectiveness of 

Accounting Information’s in Decision Making 

SN General basic roles of financial 

reports in decision making  

5 4 3 2 1 Weight

ed 

mean 

Interpretation  

1 Proper preparation of accounting 

information 

34 2 1 1 0 4.80 Excellent  

2 Records keeping and reviewing  32 2 1 2 1 4.67 Excellent 

3 Timely preparation of 

accounting information  

24 5 1 3 5 4.0 Good  

4 Authorization and approval of 

transactions 

36 2 0 0 0 4.93 Excellent  

5 Adherence to accounting 

policies, principles and 

procedures of preparing final 

reports.  

21 2 5 4 6 3.73 Good 

6 Quality of financial reports  22 4 2 3 7 3.80 Good  

7 Satisfactory of the user of 

accounting information‟s 

26 9 1 1 1 4.53 Excellent 

8 Effectiveness of accounting 

information‟s in decision 

making  

30 7 1 0 0 4.76 Excellent 

9 Availability of necessary 

information‟s in preparing 

accounting information‟s  

28 6 2 1 1 4.55 Excellent 

10 Contribution of the role of 

financial reports in decision 

making in the performance of 

the TANAPA  

31 4 1 2 0 4.68 Excellent 

11 Improvement in the preparation 

of accounting information  

26 2 1 2 7 4.0 Good 

12 Qualification of the decision 

makers 

32 4 2 0 0 4.78 Excellent 

13 Competence of the staffs 

responsible in preparing 

accounting information‟s  

20 4 6 4 4 3.84 Good 

14 Accounting system 7 8 8 11 4 3.08 fair 

15 Satisfactory of the management 

with accounting information 

prepared as the basis for 

decision. 

29 7 2 0 0 4.71 Excellent 

Source: Research Data, 2012 
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From table 4.2 above, the analysis of the general foundations of the effectiveness of 

accounting information in decision making summarized as follows. 

 Table 4.3 SPSS Results: Summary on General Foundations of the 

Effectiveness of Accounting Information in Decision Making 

Responses Frequency Percentage 

Excellent  23 60 

Good  13 33 

Fair  2 7 

Poor  0 0 

Very poor  0 0 

GRAND TOTAL  38 100 

Source: Research Data, 2012 

From table 4.3 above, it has been revealed that 60% of the respondent agreed that the 

TANAPA accounting information‟s were properly  prepared, timely, following the 

IFRS, Quality, using acceptable accounting system and satisfy the management as the 

basis for the decisions  making. It is therefore that the respondents agreed that 

TANAPA is doing „excellent‟ while 33% of the respondents said that TANAPA is 

doing „good‟ followed by 7% respondents who said TANAPA is doing „fair‟ in its 

effectiveness of accounting information in decision making. During the time of this 
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research, no any respondent who said either TANAPA is doing poor or very poor in 

preparation and using of accounting information in decision making as shown in the 

Figure 4.2 here under: 

 Figure 4.2 Foundation of Accounting Information in Decision Making 
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Source: SPSS Results, 2012 

It can therefore be argued that accounting information‟s are effective in making 

organization economic decisions as regards to their importance in decision making 

processes. 

4.1.3 Factors Leading to Poor Decision Making 

The question was asked whether are there any factors leading to poor decision 

making in the organizations. From this research question it was found that the major 

factor leading to poor decision making at TANAPA is the use of manual system in 

the preparation of accounting information for decision making instead of 

computerized system. The manual system is very slow and time consuming due to 
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some errors which arises from time to time at the time of preparing accounting 

information. Likewise most of the decisions at TANAPA were not made in time due 

to the late preparation of the accounting information due to the system used. 

4.1.4 The Role of Accounting Information in Decision Making 

The question was asked whether management rely on accounting information when 

making decisions. From this question the researcher found that the management of 

TANAPA does not make decisions in the absence of accounting information. Most of 

the decisions at TANAPA are made based on the accounting information available 

from the accounting department. The types of accounting information that has great 

impact to the management of TANAPA are financial statements such as income and 

expenditure statement (income statement), balance sheet and cash flow statements, 

other accounting information are budget, cash and bank balances, revenue collection 

summary and investment summary. 

TANAPA has having four types of current bank account which are national bank of 

commerce (NBC), cooperative rural development bank (CRDB), national micro 

finance bank (NMB) and Exim bank. All the above bank accounts are used by park to 

deposits their revenue from various parks where by, at the end of the day TANAPA 

HQ transfer all the money to its main bank account which is NBC (1997) Ltd. 

The types of accounting information observed, helped the researcher to determine 

how the information was used by the head of departments for making decisions where 

by the information such as bank balances gives power to the accounting department 

to make decision on the settlement of various claims. Information derived from 

Tanzanian national park collection account gives power to the management of 
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TANAPA to make decision on different investment opportunities depending with the 

amount of money collected. 

 Likewise information derived from income statement enabled the management and 

other users to measures the performance of the organization and also to measure the 

risk and return of the organization. “In the year 2011/2012 TANAPA expects to 

receive about 889,920 foreign visitors who will bring in revenues of about Tshs. 141 

billion, therefore our budget will be increased”(Kijazi, 2011). 

Below is a summary of operation of Tanzanian national park. The summary shows 

the changes in net assets available for the benefit for the year 2010/2011 as also as net 

surplus of about 14% for the total revenue. By retaining this percentage from the total 

revenue, it shows that TANAPAs decisions making are perfectly rely on the 

accounting information‟s. 
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 Table 4.4 Cash Flow Statement for the Year Ended June 30, 2011 

CASH FLOW STATEMENT FOR THE YEAR ENDED JUNE 30, 2011 

Details 2011 2010 

 TSHS TSHS 

Operating activities   

Cash used in operations 27,744,420,378 19,255,521,11 

Tax paid during the year 7,318,107,940 3,571,833,548 

Net cash from operating activities 20,426,312,438 15,683,687,563 

Investing activities   

Purchase of property, plant and 

equipment 

2,924,633,076 2,224,981,647 

Capital work in progress 3,226,366,293 3,885,823,173 

Proceeds from disposal of plant 

and equipment 

178,385,769  

Net cash from investing activities 5,972,613,600 6,110,804,820 

Financial activities   

Grants and donations received 98,191,626  

Increase in ash and equivalent 14,551,890,464 9,572,882,743 

Cash and cash equivalent at July 

1, 

19,334,547,391 9,761,664,648 

cash and cash equivalents at June 33,886,437,855 19,334,547,391 

Source: TANAPA Final Accounts Report, 2011 

 

The information in the summary above portrays how the organization is of high 

revenue collection and much is being done to reduce costs. 



 75 

 Table 4.5 Income Statement for the Year Ended June 30, 2011 

 2011 2010 

 TSHS TSHS 

REVENUE   

Primary revenue 121,134,294,101 94,127,309,679 

Secondary revenue 751,207,836 635,219,293 

Total revenue 122,885,501,937 

 

94,762,528,972 

EXPENSES   

Staff costs 16,563,698,973 9,766,688,948 

Administrative 10,828,655,706 7,444,598,731 

Tourism marketing and 

public relation 

2,666,764,576 2,138,674,678 

Park management 12,667,817,126 8,364,832,499 

Community conservation 1,239,857,099 796,621,502 

Depreciation 6,708,281,166 6,418,523,078 

Total expenses 50,675,074,646 34,929,939,736 

Surplus before finance 

costs 

18,384,427,291 9,832,589,236 

Gain on foreign exchange 966,100,401 1,356,726,997 

Finance costs 1,593,309,870 1,343,364,006 

Surplus before taxation 20,943,837,562 12,532,680,239 

Taxation 10,918,984,753 3,907,765,333 

Net surplus 10,024,852,809 8,624,914,906 

Source: TANAPA Final Accounts Report, 2011 

 

Regarding to monthly decision the accounting information available are monthly 

budget, monthly revenue collection reports and position of the fund at a particular 

month. Daily accounting information such as bank and cash balances also affects the 

day to day activities such as local purchases (LP) and other miscellaneous expense. 
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Other information that observed in the annual reports of TANAPA helped the 

researcher to notice that the decision for the fund were being made according to the 

revenue generated from total collections, the accounting information for example 

income statement help the management of TANAPA on whether to provide 

incentives and motivation packages to the employees such as bonus and conservation 

award depends on the revenue obtained in such accounting period. 

Also accounting information give rise to decision makers on whether to increase 

salaries to the employees of TANAPA or not this depend on the net revenue obtained 

during the year. This helped the researcher to determine the role of accounting 

information in decision making of the fund due to the fact that some of the report had 

to be sent to the director of finance and administration to verify so as to make 

decision and understanding the financial position of the fund at a particular year in 

order to make economic decision. 

4.1.5 The Need of Accounting Information in Decision Making 

The question was asked whether there are any benefits obtained from using 

accounting information for decision making. Basing on this question the researcher 

found that accounting information has greater importance to the management and 

other interested parties because it assist them in decision making. Through 

observation and research questionnaires researcher was able to note that accounting 

information is very important in the following ways: 

1. To measure the performance of the organization over the years.  

2. To measure risk and return of the organization and to adjust it.  

3. Determination of investment opportunities available in the organization  

4. Vital for any decision making.  
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4.2 Data analysis and interpretation 

The collected data were analyzed by using quantitative analysis. The responses were 

summarized and tabulated and percentages were computer to establish relationships 

of various variables. Interview, questionnaire, documentation and observation were 

applied by the researcher as the methods of data collection. Basing on the data 

collected using the methods mentioned above; the intention of the researcher was to 

obtain accurate information concerning the purpose of the study. The member of 

representative who were given questionnaires were fifteen (38) of which 5 from top 

management team and 20 from accounts and finance department, 7 from chief park 

wardens from Serengeti, Kilimanjaro, Manyara, Mikumi, Arusha National park, 

Tarangire and Saa nane island. 

4.2.1 Factors Leading to Poor Decision Making 

The question was; are there any factors leading to poor decision making in the 

organizations? The responses to the question number 2 in the questionnaire were used 

to collect the data for this research question. The responses obtained are summarized 

below: 
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 Table 4.6  Response on Factors Leading To Poor Decision Making  

Responses Frequency Percent 

YES 13 34.21 

NO 18 47.37 

NOT AWARE 7 18.42 

Total 38 100.00 

Source: Research Data, 2012 

The table above shows that 18 respondents out of 38 respondents that is 47.37% 

of the total respondents said that there are not factors lending to poor decision 

making at TANAPA, 13 respondents which is 34.21% of the total respondents 

said that there are factors leading to poor decision making . The major factor that 

they mentioned is the use of manual system in preparing accounting information 

which leads into some errors during recording system, hence poor decision 

making. 7 respondents which are 18.42% of the total respondents are not aware 

whether there are factors leading to poor decision making or not. Graphically this 

is presented as follow: 
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 Figure 4.3  Factors Leading to Poor Decision Making 
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Source: SPSS Results, 2012 

Since the majority of the whole population that are 47.37% said that there are no 

factors leading to poor decision making at TANAPA then I can say that there are no 

factors leading to poor decision making at TANAPA HQ. But according to 

researchers observation he was able to note that the factor that leads into poor 

decision making is the use of manual system in the preparation of accounting 

information for decision making. 

4.2.2 The Role of Accounting Information in Decision Making 

The question was; to what extent does management rely on accounting information 

when making decisions the responses to the question number 1 in the questionnaire 

were used to collect the data for this research question. The responses obtained are 

summarized below: 
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 Table 4.7 Responses on the Role of Accounting Information in Decision 

Making (SPSS Results) 

Responses Frequency Percentage 

High 23 60 

Medium 10 27 

Low 5 13 

Total 38 100 

Source: Research Data, 2012 

The table above shows that 23 respondents which are 60% of the total respondents 

said that the management of TANAPA is highly relying on accounting information 

when making decisions. 10 respondents ( 27%) of the total respondents said that the 

extent of reliability on accounting information by management is medium while only 

5 respondents ( 13%) said that the extent of reliability on accounting information by 

management of TANAPA is low as presented graphically here under: 
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 Fig 4.4: Responses on the Role of Accounting Information in Decision 

Making 
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Source: SPSS Results, 2012 

Since the majority (60%) said the TANAPA management highly rely on accounting 

information in making decisions, then the management depend much on accounting 

information in decision making. 

4.2.3 The Benefit of Using Accounting Information for Decision Making 

The question was; are there any benefits do you get from using accounting 

information for decision making? The responses to this question in the questionnaire 

were used to collect data for this research. The responses obtained are summarized in 

the questionnaire were used to collect data for this research. The responses obtained 

are summarized in table below. 
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 Table 4.8 Responses on the Benefit of Using Accounting Information for 

Decision Making (SPSS Results) 

Responses Frequency Percentage 

YES 30 80 

NO 6 13 

NOT AWARE 2 7 

TOTAL 38 100 

Source: research data, 2012 

The table above shows that 30 respondents (80%) of the total respondents said there 

are a lot of benefits obtained from using accounting information for decision making. 

Some of the benefits that they mentioned are:  

1. They are able to measure the performance of the organization over the     

years. 

2. They are able to measure risk and return of the organization and adjust it.  

3. They are able to determine investment opportunities available in the 

organization. 

4. The information obtained is vital for decision making. 
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 Figure 4.5  Benefit of Using Accounting Information for Decision 

Making Responses 
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Source: SPSS Results, 2012 

On the other hand 6 respondents( 13%) of the total respondents said there is no any 

benefit obtained from using accounting information for decision making while only 2 

respondent ( 7%) were not aware whether there is benefit or not. Since the majority 

(80%) of the total respondents said there are benefits obtained from using accounting 

information then the researcher concluded that accounting information has greater 

importance in decision making. 

4.2.4 Internal Control System and Segregation of Duties 

It was revealed that 100% of the respondents prove that there is the separation of 

duties as on the findings about segregation of duties, and through that it leads to 

internal check i.e. no task should be carried by single person from initiation up to its 

completion, and this reduces the duplication of work, and enhances the accountability 

to task assigned whereby. Effective segregation of duties entails effective internal 

control thus effective accounting records and information. (Wild, op cit). 
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CHAPTER FIVE 

CONCLUSION AND RECOMMENDATION 

5.0 Introduction 

The purpose of study was to investigate effectiveness of financial statements in 

decision making. This chapter concludes the study basing on the findings of the study 

as they were found in previous chapter four (4) and researchers own views by point 

out some recommendations. 

5.1 Conclusions  

The research has been dealing with the role of accounting information in decision 

making process. The main interest was to find out whether the organizations take into 

account, accounting information given to them during decision making process and 

what has been observed in the problem on preparation of accounting information and 

its interpretations. Any specific organization or any distinct activity has a feature 

information system which should provide complete information of the body in 

sufficient quantities, fair and at the level of efficiency required by consumers of 

information. Therefore we believe that the information system is under the base 

system object or system, or in other words, economic and social body and the two 

entities have a common goal, namely the continuous growth of the basic efficiency of 

system. Accounting for the economic information system is both a data source and 

one of its basic components. 

In making decisions accounting must be understood as an information system that 

allows the production and dissemination of information for necessary decisions. We 
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believe that by using information, managers can control entity‟s activity on each field 

and can act on it in real time. In terms of modern activities, information becomes very 

important within Objective of each activity is to increase the efficiency of basic 

system, which is why managers need timely information as concrete as possible for 

decision-making within an entity. 

In the process of evaluating the effectiveness of accounting information in decision 

making, it was established that it is still not very clear as to what extent the users of 

accounting reports have utilized this information obtained for decision making 

whereby to some extent the management team knows the importance of using these 

information from the financial statement reports for decision making, but due to the 

growth of the company, they become more involved in work of the company (very 

busy) and sometimes they ignore using these accounting information‟s. 

Therefore, it is clear that decision making may depend on the nature of operation that 

the firm is engaged with and how the employees of the company and management 

decide to use these financial statement reports in making important decisions for their 

company. This may also have been influenced by the ideas about the importance of 

using financial statement reports in making decisions; and sometimes, may be biased 

or due to ignorance. This is due to the fact that sometimes the management may not 

know or appropriate great the importance of using financial statements in decision 

making which is of great importance for them to know how to use financial 

statements in decision making. 

Based on the data collected, discussed and analyzed; the researcher concludes that the 

financial reports prepared by TANAPA play an important role in decision making of 
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the organization. And thus, the quality of financial reports does determine the quality 

of decision made sine decision makers rely on them in economic decisions processes. 

Good quality financial reports are due to proper accounting system and practices. 

Finally, poor decision making are led by difficulties in interpretation and make use of 

the accounting information. This study allow further observation for improvements 

since the researcher based only and particularly TANAPA to base on accounting 

information when making their decision because accounting information acts as a rely 

bases for decision making and hence helps them to determine the progress of a 

particular organization. 

5.2 Recommendations 

In view of the observations the researcher recommends the following: 

5.2.1 On Preparation of Accounting Information’s 

i) The accounting information‟s used should observe all qualities of good 

financial report such as timeliness, consistence, completeness and reliability. 

ii) Efforts should be made in order to make sure that the account staffs knows 

what is and make use of reliable data in preparing the accounting information. 

5.2.2 On Decision Making By Using the Accounting Information’s. 

i) Decision makers should be able to interpret the information‟s given to them 

ii) The organization would make use of the information‟s before coming to the 

conclusion during decision making. 
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5.2.3 Training and Recruitments  

Most of accounting personnel are secondary education certificate holder something 

which may hinder the accurate of the accounting records. It is therefore that 

TANAPA has to recruit qualified accountants are required by the NBAA also the 

accountant personal has to be equipped with new skills, through further training, 

workshop and short courses. They should be trained so as to improve their efficiency. 

According to the observation made by the researcher in accounting department which 

are main a source of accounting information, staff members should be trained at least 

to reach a level of degree or diploma in accounting and computer skills, so as to 

enable them to produce timely, accurate and reliable accounting information.  

5.2.4 Preparation of Accounting Information 

Preparation of accounting information‟s is basically one of the core functions of 

accounting department. Management at TANAPA should make sure that timely, 

accurate recording and submission of data to the accounting department are adhered 

to, to enable preparation of accounting information‟s and other statements to be done 

at the right time and by the right people hence provide timely information to decision 

makers and other users of such information.  

5.3 Limitations of the Study 

The study was conducted in TANAPA and was focus on the role played by 

accounting information in making all decision of an organization. The study was 

mainly include the management team and staff as users of the financial statements as 
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well as the accounts department personnel who are responsible on the preparation of 

these accounting information‟s. 

Documentary source, important documents were not easy found since some member 

of management team became reluctant in providing them when the researcher needs 

them.  

5.4 Recommendations for Future Research in the Context of the 

Application of Accounting Information in Decision Making 

Owing to the fact that the accounting information helps in management decision-

making application was defined in the context of validating the contract data model, a 

number of research questions were left out of the scope on purpose. Future research 

could follow the following lines. 

1. Does management decision-making based on relevant costs lead to better 

decision-making? In this research, describing the treasury management application 

only on the basis of literature and references to other functional domains (business 

logistics in this case) was attempted. Validation based on whether this approach is 

indeed useful in treasury practice was not conducted. Additional research could be 

conducted in this area by organizing a workshop with professional treasurers or by 

building the proposed software application and using it in practice. 

2. What is the full set of relevant costs used in the domain of management in their 

daily decision? This research demonstrated how the principle of relevant costs 

operates in the management domain. The objective was to understand the data 

requirements related to the relevant costs. To this extent, relevant costs per decision 
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were only provided by means of examples. However, a full overview of the relevant 

costs playing a role in the management domain is an important and interesting 

contribution to the body of knowledge of management decision making. Additional 

research using case studies for each decision, with generalization afterwards, could 

provide a more complete answer to this question. 
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 APPENDIX  

Research Questionnaires 

My name is Msacky John V. a Researcher from University of Dodoma. 

Your kind assistance is requested in answering the following research questions as 

per requirements of the questionnaire. Any information provided will be treated 

strictly confidential. 

1. To what extent does Management rely on accounting information for making 

decisions? 

(a)Very high  

(b) Medium 

(c)Low 

2. Are there any factors leading to poor decision making in the organization? 

[  ] Yes 

[  ]   No 

[  ] Not Aware. 

3. Are the accounting information prepared according to international accounting 

standards? 

[  ]  Yes 

[  ]   No 
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4. Are there any problems that leads into the organization failing to make decision 

basing on the accounting information provided? 

    [  ] Yes 

    [  ] No 

5.   If you obtain accounting information, are you going to make use of it? 

[  ] Yes 

[  ] No 

6.   Do you rely on accounting information prepared manually so as to make 

Decision?  

[  ] Yes 

[  ] No 

7. Are there any other sources of information apart from accounting information 

regarding to your decision making process? 

[  ] Yes 

[  ] No 

8. Are there any benefits you get from using accounting information in the process of 

decision making? 

[  ] Yes 

[  ] No 

[  ] Not Aware 
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9.  Are there any benefits do you obtain from the well prepared accounting 

information? 

 [  ] Yes  

 [  ] No 

10. Do you have opinion regarding the use of accounting information in decision 

making? 

     [  ] Yes 

     [  ] No 

Explain. 

………………………………………………………………………………………… 

………………………………………………………………………………………… 

11. Are there any types of information are you getting from the accounting 

department? 

[  ] Yes 

[  ] No 

12.    Is the information from accounts department useful? 

    [  ] Yes 

    [  ] No 

13. What other information do you want from accounting department and you are not 

able to get it? 

………………………………………………………………………………………… 
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14. Is the accounting information system audited regularly? 

 Yes [  ] 

 No [   ] 

15. If yes which part of accounting system is normally audited? 

……………………………………………………………………. 

 

Thanks you in advance. 


