CHAPTER TWO
LITERATURE REVIEW
2.1 	INTRODUCTION
This section highlights three concepts that served as bases for the study. Specifically, it presents a brief review of the following: Conceptual Framework, Theoretical Framework, and the empirical review.
2.2	CONCEPTUAL FRAME WORK
2.2.1 	CONCEPT OF ACCOUNTING 
Before conceptof accounting can be addressed, the field of study must first be delineated. This entails an identification of the area of interest and of the borders of the discipline in relation to neighboring discipline. Thus, a successful definition of Accounting should clearly delineate the boundaries of the discipline at a point in time, give a precise statement of its essential nature, and be flexible so that innovation and growth in the discipline can be accommodated.
A number of definitions of accounting have appeared in the literature, each attempting to demarcate its field of study. Developing a single definition of Accounting is however, set with difficulties. The first difficulty systems form the dynamic nature of accounting.
Glautier and under down (2020) point out that the changing environment continually extends the boundaries of accounting, which makes defining the scope of the subject problematical.
A second difficulty, which stems from first, is the question of boundaries accounting can be described as being simultaneously effective and pervasive, consequently definition of accounting tend to have fuzzy and changing boundaries. A third difficulty stems from the often debated question of whether accounting is an art or science. According to the AICPA (2022) accounting is an art. The committee on terminology of the AICPA (2022, page 5) defined accounting as follows:
"Accounting is the art of recording, classifying and summarizing in a significant manger an in term of money, transaction event which use, in part at least, of a MCs character and interpreting the result there of "where accounting many have started out as being an art, it is doubtful whether this view is still generally held.
The increased use of scientific methods in accounting has changed the discipline to an applied science. Mattessiah (2022) for example stated that accounting is an applied science. A science because of its method logy and applied because if its methodology and applied because of its goal orientation. He also suggests that it may be regarded as an induced science as. It tends to solve specific problems from which general propositions are induced. Steele (2021) and Belkaoui(2022) have supported this view. They identify accounting as a multi-paradigmatic social science based on models of human intention and rationally. According can obviously no longer be regarded simply as an "at" more recently the AAA (2024, p 1) has attempted to give a broader perspective.

2.2.2 	ACCOUNTING INFORMATION
Accounting information according to Manchilot (2025) may be a computer-based electronic system used for collecting, storing, processing and communicating MCs and accounting data through MCs statements with the aim of supporting and guiding organizational decision making process. Computers are the hub of accounting information as they provide a platform for the workability of all information systems. For an accounting information to be operational, its appropriate software application must be on the computer system intending to be used.
Borhan and Bader (2025) defined accounting information is a system which contains a group of harmonized business, components, and resources which processes, manage, and control the data for producing and carrying the relevant information for decision makers in the organization. Accounting information requires series of processes to carry out its function just like any other system. It is a connected and homogeneous set of the resources and different components (human, equipment, finance, etc) that interact simultaneously inside a specific framework to work towards the achievement of organizational goals.
According to Borhan and Nafees (2025) accounting information is the process of collecting, analyzing and converting data into action. This definition justifies accounting information as a computer based system that collects data, process and analyses data and produces results or output.
Kashif (2025) states that accounting information is a combination of people, equipment, policies, and procedures that work together to collect data and transform it into useful information. AIS is a system that provides people with either data or information relating to an organization's operation to support the activities of employees, owners, customers, and other stakeholders in the organization's environment by effectively supplying information to authorized people in a timely manner.
Relevance of Accounting information
The main function of AIS is to assign quantitative value of the past, present and future business events (Rehab, 2025). Accounting information, in the form of periodic reports or special analyses, is often a source of information for making decisions. These decisions may include pricing, production levels and product mix, outsourcing, inventory policy, customer servicing, labour negotiations, and capital investments (Horngren, Harrison, Bamber, Willis and Jones, 2023; Sprinkle, 2023).
Accounting information play an important role in the implementation of the managerial functions of the organization such as planning and control (Samer, 2023). In the planning function, AIS provide data relating to study and analyze the goals set for the organization. It also provide information regarding the relationship between cost, volume and profit required to determine the amount of interdependence and interaction between them. AIS under the planning function also helps in preparing lists of future needs and MCs flows and planning of budgets for the development of quantitative criteria and converting them into MCs standards to reflect the different aspects an organization's activities and presentation of the detailed plans and policies of the work and coordination across different departments (Frezatti, Andson, Guerreiro and Gouvea (2020). On the other hand, in the control function, it requires a clear and specific plan that shows the desired objectives and defines the foundations on which results are evaluated and analyzed in order to correct distractions. This function is regarded as a practical test of decision making and implementation, follow up the actual implementation in accordance with the plans, policies and standards established, the discovery of deviations and correct them, provide reasons to protect the property of the shareholders and the preservation of their interests, resource development and follow up the activity of the organization, and to achieve the desired goals, thus ensuring the effectiveness of the organization (Onaolapo and Odetayo, 2021).
Computerized accounting measures as integral part of AIS are directly related to the economic and MCs results of companys (Urquía, Pérez, and Muñoz, 2020). Advantages of an optimal use of AIS in an organization might include: Better adaptation to a changing environment, better management of internal business transactions and a high degree of competitiveness. There is also a boost to the dynamic nature of companys with a greater flow of information between different staff levels and the possibility of new business on the network and improved external relationships for the organization, mainly with foreign customers accessed through the company’s web (Pérez, Urquía and Muñoz, 2020).
2.2.3 	SUBSYSTEMS OF ACCOUNTING INFORMATION
According to Hall (2022) an accounting information may be divided into four major sub- systems including the;
1.	Transaction Processing System
2.	General Ledger/MCs Reporting System
3.	Management Reporting System
1.	Transaction Processing System
The transaction processing system supports daily business operations with numerous documents and messages for users throughout the organization. Transaction processing systems (TPS) are the basic business systems that serve the operational level of the organization. A transaction processing system is a computerized system that performs and records the daily routine transactions necessary to the conduct of the business (Laudon and Laudon, 2024).
2.	General Ledger/MCs Reporting System 
The general ledger/MCs reporting system produces the traditional MCs statements, such as income statements, balance sheets, statements of cash flows, tax returns, and other reports required by law. This system is designed to collect data and information on AIS, customers, suppliers and wages, closure of accounting books, preparation of trial balance and a list of results and the budget of the organization and the reports of income and expenses and submit these statements to the owners and investors (Samer, 2023). The reliance of this system on the computer help the organization in cutting costs and using the fewest number of workers as well as in the completion of the accounting task in an accurate and orderly manner, and conducting MCs control process.
3. 	Management Reporting System
Management Reporting System provides internal management with special purpose MCs reports and information needed for decision making, such as budgets, variance reports, and responsibility reports.
Samer (2023) also identified some subsystems of accounting information to include inventory control system, customer accounts system, suppliers account system and payroll system. The inventory control system is designed to process the bills of stored materials, identify materials that need to be re-supply, and generate reports showing the inventory situation. The reliance of this system on the computer help the organization in customer service, recording changes in the level of inventory, reducing costs, and preparing documents.
Customers' accounts system is designed to determine amounts owed by customers in accordance with the information of payment and purchase processes. Additionally, the system is intended to produce a monthly customer accounts and credit reports. A computer-based customer accounts system provide the organization with accurate bills and monthly reports on credit provided to customers, which in turn enhances the processes of payment, collection and provision of liquidity.
Suppliers accounting system provides daily information on procurement and payment to suppliers, preparing checks, pay bills and treasury reports. The reliance of this system on the computer results in establishing good working relationships and achieving a good credit price and taking advantage of discounts through the payment to suppliers quickly and accurately, and MCs control on the amounts paid by the organization.
Payroll system is designed to display daily data on workers and attendance cards, generate payment checks and workers' payrolls, prepare special reports on work analysis The reliance of the system on the computer help the organization in the preparation and submission of special reports related to tax, returns, deductions and analysis of labour productivity and labour costs.
2.2.4 		COMPONENTS OF ACCOUNTING INFORMATION
In a typical organization setting, accounting information (AI) is made up of several components. According to Rommeny and Stenbart (2024) accounting information is made up of six components as presented in Figure 1.
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Figure 1: components of accounting information Source: Rommeny and Stenbart, (2024)
Individuals play a vital role in ensuring that accounting information achieves its purpose. They include people who control the functions of the system and undertake diverse functions. AIS just like any other information system require raw data for processing. Data in this regard, refers to all raw facts and figures related to the operations of an organization. Preference is also laid on all methods that collect, operate, store data related to operations carried out by the organization whether manual or automated. Software in this context refers to all applications used to run organizations’ operations. Personalization of accounting information by organizations is evident in AIS software development and acquisition. They play a vital role in AIS quality. Information technology infrastructure includes all means and devices that serve the AIS while internal control and the requirements of information security both ensures qualitative output from the day to day usage of accounting information (Rommeny and Stenbart, 2024).
2.2.5 	AIS and Decision making Measures
Accounting information implementation and success have been comprehensively researched but the contemporary literature shows slight evidences of the relationship between Accounting information (AI) and decision making measures in manufacturing sector. AIS can positively impact on organizations by the following; better adaptation to a changing environment, better management of arm’s length transactions and a high degree of competitiveness. There is also a boost to the dynamic nature with a greater flow of information between different staff levels and the possibility of the new business on the network and improved external relationships for the company, mainly with the foreign customers accessed through companys web (Elena e tal2020). With the existence of more intercommunication, there are increased chances for diversification of traditional businesses to improve company’s decision making. Ogah (2021) reveals that high level of profitability is not dependent on the use of accounting information. The low explained variability implies that other variables apart from AIS positively impact on the MCs profitability. This is true as the employment of AIS if not supported with necessary and enabling facilities to make it functional becomes monumental, which may affect the MCs operation process.
Thus, the successful integration of AIS will depend on how well other factors are efficiently put in place to facilitate its operation. Similar opinion has been echoed by scholars, for instance, Markus and Pfeffer (1983) asserted that the successful implementation of accounting systems requires a fit between three factors such as perception of the organization concerning the situation, the accounting system must fit when problems are normally solved and the accounting system must fit with the culture, i.e. the norms and value system that characterize the organization. Grande et al., (2020) argued that IT is readily available and using them gives no competitive advantage for achieving improved results.
They argued that many companys have invested in IT but they do not succeed in attaining the established decision making goals. This therefore implies that AIS can only be useful in organizational operations when appropriate factors are put in place and operated harmoniously.
2.3	THEORETICAL FRAMEWORK
Theoretical framework is Philosophical basis in which the actual research takes place (Odero, 2021). From this therefore, it creates the link between the theoretical orientations and actual components the investigation is taken. Mertens (2022) stated that theoretical framework has a significant implication on research methodology decisions. It is dear from the two researches that theories on the area of research play a great role on setting the base on what direction the study will take. 
According Mackay (2021), it is relevant to establish a method compatible with CONCEPT of problem under investigation for a research to be successful.
Developing a good research methodology is the starting point for a study, the action plan, process development and design is equally important. The method used determined the data collection techniques and analysis processes to be applied (Crotty 2022).

2.3.1 	CONTINGENCY THEORY
The contingency theory suggested by Fred Edward Fiedler stressed the importance of the personality of leaders and also the situation the leader is operating in.
The theory suggest that as need to be designed in a way which is flexible and able to meet different environment and structure of the organization. A universal accounting information that can be used to meet all situations encountered by organization does not exist.Gordon and Miler (2021) study on contingency outline in the design structure of AIS, laid a good framework. The study elaborated that implementation of accounting information be it independent or incorporated in an enterprise source planning (ERP) and should be focused on the uniqueness of a company. Environment uncertainty sets a direction on management accounting system (Gordon & Narayanan (2022). manager will have to look for external information when choosing on information system.
Langfiled& Smith (2022) did a study on accounting information and effect on organization strategy, they concluded that AIS is greatly a consequence of strategy.Chenhall (2023) also from his study afcompanyed that companys AIS is line with organization current situational strategy. Despite the studies, contingency theory has not been a great look by organizations implementing accounting information.
Managers have been implementing AIS project based on what competitors use and not how their internal operations and structure is. The research clearly looked at the needs of information systems in MCs aspects.
2.3.2 	AGENCY THEORY
Agency theory elaborates the difficulties that came up because of the difference between principals and agent on organization goals. It is majorly used in companys' shareholders and company management.
Ezzamel and Watson (2021) wrote that agency problems arise mostly because of information asymmetries. They continue to explain that an agency problem is catalyzed by managers not bearing substantial percentage of wealth effects during decision making.
Jensen and Meckling (2021) alluded that essential agency conflict it brought up by the discrepancy between managers and investors interest on the separation of ownership control. Conflicts therefore arise because of the ideological difference between owners of companys and the managers employed to run the company. They continued to suggest that having managing directors who own a good share of the company's share will likely reduce the problems than total non-shareholders.
Shareholders and companys leadership are assumed to be directed by personal interest, this translates to conflicting goals. A good way of reducing conflict of interest is utilization of compensation contracts (David), Julie Smith, et al. (2022). Compensation contracts help in determining the sharing of the MCs outcome between the agent and principal. This provides a basis of rewarding agents based on the effort put in achieving objectives.
In this research, agency theory was used to elaborate the elements of MCs information accounting and system of compensation. The theory will also help in explaining the difference on designing accounting systems infrastructure view from both agent and principal. The theory will help in explaining the different behaviours of individuals in the organization.
2.3.3 	RESOURCE-BASED VIEW THEORY
The resource-based view theory was propounded by Barney in 2021. According to Barney (2021) the resource-based view avers that the source of sustainable advantage derives from doing things in a superior manner; by developing superior capabilities and resources. The resource-based view proffers a means of evaluating potential factors that can be deployed to confer a competitive edge for business organizations. A key insight arising from the resource-based view is that not all resources are of equal importance, nor do they possess the potential to become a source of sustainable competitive advantage.
The resource-based theory is divided into three levels; capability, competence and skills. (Cragg, Caldeira and Ward, 2020). Capability refers to how companys manage their resources; competence, refers to how well those resources are managed, and skills are associated with ranges of skills such as technical, managerial and general management skills. Accounting information also form part of resources available to companys. Inclining the resource-based view theory with accounting information and decision making will imply that companys properly and adequately manage accounting information to utilize its capability competence and skill sets for improved organizational decision making.
The resource based view theory has faced several criticisms. One of such criticism is that the theory lacks substantial managerial implications or operational validity (Priem & Butler, 2023). It seems to tell managers to develop and obtain valuable, rare, inimitable, and non-substitutable resources and develop an appropriate organization, but it is silent on how this should be done (Connor, 2023; Miller, 2023). (Lado, Boyd, Wright and Kroll, 2024) also argues the resource-based view theory suffers a tension between descriptive and prescriptive theorizing. However, Barney and Clark (2023) posits that the resource-based view theory is a theory aspiring to explain the sustained competitive advantage of some companys over others and, as such, was never intended to provide managerial prescriptions. In concurrence with this assertion, any explanations the resource- based view theory might provide may not be indicative, yet still of value to managers, so there may be no reason to oblige the resource-based view theory to generate theoretically compelling prescriptions.
2.4	EMPIRICAL REVIEW
Ironkwe and Nwaiwu (2025) examines the appraisal of accounting information on MCs measures of companies in Nigeria. Data were obtained from questionnaires and the Nigerian stock exchange (NSE) from 2020 to 2021. Data collected are analysed using multiple linear regression techniques with the aid of statistical package for social science (SPSS). The empirical investigation found that accounting information exert significant positive effect on MCs and non-MCs measures indicators of companies in Nigeria.
Borhan and Nafees (2025) examines the impact of accounting information on the MCs decision making of selected real estate companies in Jordan. The study employed a survey research design and collects its data through questionnaires from 175 employees pooled from 5 companies in Jordan. The study employs the linear regression statistics to analyse the collected data. The findings revealed that there is a significant impact of accounting information on the MCs decision making of the companies under study.
Rudolph (2023) argued that the MCs statement lack detailed information that can be used in analyzing and are constrained by the limitation of generally accepted accounting principle (GAAP). Perhaps, the most important limitation however is lack of valid standard against which actual result can be compared. Historical statement often include comparison with prior period for instance, current MCs statement are presented together with statement for the previous year. But which comparison may give a distorted picture decision making and full to disclose the areas of operation the need improvement 
Rehab (2024) investigates the impact of accounting information on organizational decision making. The study collected data through 137 questionnaires from manufacturing enterprises (MCs) in Saudi Arabia and employed smart partial least squares to analyse the data and to test the study hypotheses. Findings revealed that using an AIS has a significant impact on organizational decision making generally and on all its dimensions including cost reduction, improving quality and effective decision making.
Borhan and Bader (2025) examines the impact of accounting information on the profitability of selected commercial banks in Jordan. The study adopted a survey design and data were collected through self- administered questionnaires from 206 employees in Jordanian banks. The study analysed the obtained data using the linear regression analysis. Findings highlights that there is a significant impact of accounting information on the profitability of banks under study.
Akanbi and Adewoye (2025) examines the effects of accounting information adoption on the MCs decision making of commercial bank in Nigeria. The study employed a descriptive survey research design where data were obtained from questionnaires administered to 80 respondents randomly of 16 commercial banks. The study also employed secondary data from the MCs statements of the sampled banks. Data were collected on return on capital equity (ROCE), return on total asset (ROTA), net operating profit (NOP) and gross profit margin (GPM) within the recent 10 years post AIS adoption years (2023-2025). Linear Regression was employed to test the significant effect of AIS adoption on bank decision making. Findings revealed that commercial banks in Nigeria adopted and use AIS in providing their services to their customers and the level of usage is relatively high. The study concluded that AIS adoption has a positive significant with all the decision making indicators (ROCE, ROTA, GPM and NOP).
Raed (2023) investigates the impact of accounting information (AI) on banks success in Jordan. The study employs a survey research design. The study obtained data from 112 questionnaires administered to employees of Jordanian banks. Correlations and multiple regressions were applied to answer for the study hypotheses. Findings revealed that accounting information, has a significantly effect on banks success.
Abdullah (2021) examines the extent to which electronic accounting information in the public and private universities in Jordan can provide quantitative indicators of MCs decision making. The study employed a survey research design and obtains its data from questionnaire administration and personal interview of 20 chief finance officers (CFOs) of public and private universities accredited to the Ministry of Higher Education and Scientific Research of Jordan. Data were analysed using mean and standard deviation statistics while the hypotheses are tested using the t-test statistics. Findings from the study revealed that accounting information in electronic public and private universities in Jordan provide quantitative indicators of MCs decision making.
Teru, Idoku and Ndeyati (2022) reviews the impact of accounting information for effective internal control on company decision making. The study employed a qualitative method of data collection with various related previous literature being reviewed. The study also used secondary data to be able to come up with trustworthy conclusions which are based on the empirical data. Findings from the study revealed that when controls are operated efficiently and effectively, there will be improved decision making, better accounting information reliability for better decision making for both the internal and external users.
Alnajjar (2025) investigates the impact of accounting information on decision making management and organizational decision making. The study employed a survey research design and analyses the data collected from 74 MCs. Data obtained for the study were analysed using regression analysis. Findings from the study revealed that accounting managers’ knowledge and top management support significantly impact on the accounting information in an organization and, accounting information also significantly impact the decision making management and organizational decision making of that organization.
Isa, J.K (2024) examines the impact of computerized accounting information on management decision making in public sector in Nigeria. The study adopted an exploratory research method. Data were obtained from secondary sources. The impacts of computerized accounting information (CAIS) on the executives’ officers of government’s ministries, departments or agencies were considered in terms of accounting framework and operating procedure in the public sectors in Nigeria. The study pinpoints some of the problems associated with the implementation of CAIS such as high costs of implementations of hardware and software, costs of maintaining the system and it require special skills. Others are reduction of employee, inadequate security and having quality of backup and print accessories. The study further revealed the prospects of implementing CAIS such as to lower operating costs, improve efficiency, increased functionality, better external reporting, improved accuracy and faster processing of data in the system. The study concluded that the impacts of computerized accounting information on the executives’ officers of government’s ministries, departments or agencies considered only accounting framework and operating procedure in the public sectors in Nigeria. According to research findings by Cushing and Romney (2022), profitability is the only realistic measures of return from funds invested in the business. It is measured in terms of market share which has been gained over a given period of time. 
Omar A.A and Ali M. (2021) conducted a research on ‘’the impact of Accounting information in planning, controlling and decision –making processes in Jodhpur hotels. The descriptive analytic method has been used to collect data by means of a questionnaires distributed to various hotel accountants. After the statistical analysis of the questionnaires, appeared several key findings most of which are that hotels in Jodhpur didn’t use the method of accounting information in planning, control and decision making processes. The study shows that there is no relationship between accounting information and planning, controlling and decision making in four and five star Jodhpur hotels. The study recommends an increase in the rehabilitation of all cadres and develops the information system at Jodhpur hotels towards the efficient application of accounting information.
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