
1 
 

ASSESSING THE IMPORTANCE OF FINANCIAL INFORMATION IN 

MANAGERIAL DECISION MAKING: A CASE OF NATIONAL SOCIAL 

SECURITY FUND 

 

 

 

 

 

By 

Halima Mpore 

 

 

 

 

 

 

 

 

 

 

A Research Submitted to Mzumbe University Dar es salaam Campus in Partial 

Fulfilment of the Requirement for Master of Science in Accounting and Finance 

(Msc A& F) of Mzumbe University 

2013 



i 
 

CERTIFICATION 

 

We, the undersigned certify that have read and hereby recommend for acceptance by 

the Mzumbe University a dissertation entitled: Assessing the Importance of Financial 

Information in Managerial Decision Making: A Case of National Social Security 

Fund,in partial/fulfilment of the requirements for award of the degree of Master of 

Accounting and Finance( A&F) of the Mzumbe University.  

 

…………………………………… 

Major Supervisor 

 

……………………………………… 

Internal Examiner 

……………………………………… 

External Examiner 

 

Accepted for the Board of ……………………………… 

 

....................................................................................................... 

DEAN/DIRECTOR, FACULTY/DIRECTORATE/SCHOOL/BOARD 

 

 

 



ii 
 

DECLARATION 

I, Halima Mpore, declare that this dissertation is my own original work and that it 

has not been presented and will not be presented to any other University for a similar 

or any other degree award. 

 

 

 

 

Signature………………………… 

 

 

Date: ……………………………. 

 

 

 

 

 

 

 

 

 

 

 

 

© 

The dissertation is copyright material protected under the Berne Convention, the 

1999 Copyright Act and other international enactments, in that behalf, on intellectual 

property. It may not be reproduced by any means, in full or part, except for short 

extracts in fair dealing, for research or private study, critical scholarly review or 

discourse with an acknowledgement, without written permission of the Directorate of 

Postgraduate Studies, on behalf of both the author and the Mzumbe University. 



iii 
 

DEDICATION 

This work is highly dedicated to the Almighty God who generously gave me the 

strength, health and other resources to successfully accomplish this Thesis amid a 

host of competing demands. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



iv 
 

ACKNOWLEDGEMENT 

 

I would like to take this crucial opportunity to thank Academicians, Non- 

academicians and Professionals who contributed directly or indirectly to the 

accomplishment of this study. Their assistance in terms of materials, opinions and 

constructive ideas was vital for the production of this thesis. May God bless you all. 

However, I would like to give special thanks to the following: 

First and foremost,I am deeply indebted to my Supervisor, Dr.D.M.L KASILO for 

his tireless efforts in providing assistance and all necessary guidance from the initial 

preparation of the Research Proposal to the writing and production of the final copy 

of this Thesis. I feel happy, lucky and proud to have worked with him. 

I extend sincere to my lecturers, staff and colleagues in the MSc. Accounting and 

Finance Program whose deep knowledge and contribution of materials have assisted 

me to form the cornerstone of this study.  

Furthermore, I am thankful to all who facilitated and cooperated with me during the 

collection of data. Mentioning all of them is impossible. Suffice it to say thank you 

very much and God bless you. 

Finally, I owe many thanks to my beloved Husband, Mr. Ally Msuya who had to stay 

awake for many hours during weekends typesetting the Research Proposal and this 

Thesis and my beloved  children who give me a time to concentrate to write this 

Thesis. 

However, let me hasten to add that, all errors and omissions in this work, remain 

entirely and solely my responsibility. 

 

 

 



v 
 

 

LIST OF ABBREVIATIONS 

 

 

BU     Business Unit 

CPA’s     Certified Public Accountants 

DSM     Dar es Salaam 

MBA     Masters of Business Administration 

NPF     National Provident Fund 

NSSF     National Social Security Fund   

 

 

 

 

 

 

 

 

 

 

 

 



vi 
 

ABSTRACT 

This study has assessed the importance of financial information in decision making 

at the NSSF Dar-es-Salaam Tanzania. The study was done at the NSSF and 50 

respondents participated. The main objective of the study was to assess the 

importance of financial information in managerial decision. Specific objectives were 

to assess the importance of financial information used in making decision; to assess 

the effectiveness of decisions which are made using financial information; to suggest 

measures, to improve application of financial information in decision making and to 

examine the relationship between accounting information and decision-making.  

Case study design and qualitative research approach were employed during the 

study. Data collection methods included questionnaires, interviews, observation and 

documentation. The study used purposive sampling technique to obtain quality and 

good representation of respondents from the population.  

The major finding of the study is that the role and utilization of financial information 

in decision making varies with the size and scope of decisions, all interviewees 

pointed out that financial information is of high relevance to the National Social 

Security Fund. 

The research has evidenced that use of financial information can improve decision 

making and development of organizations. Most managers have enormous amounts 

of data and excess of tools and techniques exist to analyze and interpret data. The use 

of tools and techniques should be supported by an enabling infrastructure and 

capabilities that support execution and care should be taken when using data in 

context or for a purpose other than that for which it was originally collected. Data 

and information are attributed to entities by people and financial information should 

be based on fact or truth. 

The study ended by making recommendation for continual improvement and further 

research: motivators to a governing boards to promote financial indicator use in 

financial information in decision making, barriers imposed by time constraints 

experienced by financial officers in using financial indicators, competency levels of 

staff who support the financial officer’s preparing and reporting of financial 

indicators, and the use of technology to streamline use of financial indicators. 



vii 
 

 

TABLE OF CONTENTS 

 

CERTIFICATION ...................................................................................................... i 

DECLARATION ........................................................................................................ ii 

DEDICATION ........................................................................................................... iii 

ACKNOWLEDGEMENT ........................................................................................ iv 

ABSTRACT ............................................................................................................... vi 

TABLE OF CONTENTS ......................................................................................... vii 

Table 4.1: Sample size 35 ..................................................................................... xiii 

Table 4.2:  Framework upon which data collection strategy was construed and 

implemented. .............................................................................................................. 38 xiii 

Table 5.1: Distribution of respondents according to their age groups 41 ....... xiii 

Table 5.2: Distribution of respondents by marital status 44 ............................ xiii 

Table 5:3 Distributions of respondents on the importance of financial 

information in the decision-making process ....................................................... 46 xiii 

Table 5:4 Distributions of respondents on the relationship between accounting 

information and decision-making ...................... Error! Bookmark not defined. xiii 

Table 5:5 Distributions of the respondents on the use of financial information in 

the organization is very important ........................................................................ 50 xiii 

Table 5:6 Distribution of the respondents on several organization have taken 

place of financial management in decision making in the past few yearsError! Bookmark not defined. xiii 

Table 5:7 Distributions of the respondents on the Organizations to Ensure 

Quality Final Accounts Procedure Every Year .................................................. 53 xiii 

Table 5:8 Distribution of the respondents on the effectiveness of decision which 

is made using financial information generally recognize accounting practiceError! Bookmark not defined. xiii 

Table 5:9 Distribution of the respondents on the financial management is based 

on the principle of openness, integrity and accountabilityError! Bookmark not defined. xiii 

Table 5:10 Distribution of the respondents on the opinion that financial 

management in decision making should be based on financial statementsError! Bookmark not defined. xiii 



viii 
 

Table 5:11 Distribution of the respondents on appropriate internal control 

consider the feature or characteristics of sound management in decision 

making .......................................................................................................................... 59 xiii 

Table 5:12 Distribution of the respondents on quality information   measures to 

improve application of financial information in decisionError! Bookmark not defined. xiii 

Figure 3.1 Conceptual Model 27 ......................................................................... xiv 

Figure 5.1 Distribution of Education Level of Respondents 42 ........................ xiv 

Figure 5.2 Distribution of respondents according to sex 43 ............................. xiv 

Figure 5.3 Distribution of Respondent’s occupation 45 .................................... xiv 

Figure 5.4 reflects the findings presented in Table 5.3 Error! Bookmark not 

defined. xiv 

Figure 5:5   Distributions of respondents on the effectiveness of decisions which 

are made using financial information ................................................................... 47 xiv 

Figure 5:6 Distributions of respondents on the relationship between accounting 

information and decision-making .......................................................................... 49 xiv 

Figure 5:7 Distributions of the respondents on the use of financial information 

in the organization is very important ............... Error! Bookmark not defined. xiv 

Figure 5:8 Distribution of the respondents on several organizations have taken 

place of financial management in decision making in the past few years .... 51 xiv 

Figure 5:9 Distributions of the respondents on the Organizations to Ensure 

Quality Final Accounts Procedure Every YearError! Bookmark not defined. xiv 

Figure 5:11 Distribution of the respondents on the financial management is 

based on the principle of openness, integrity and accountability ................... 56 xiv 

Figure 5:12 Distribution of the respondents on the opinion that financial 

management in decision making should be based on financial statements . 58 xiv 

Figure 5:13 Distribution of the respondents on appropriate internal control 

consider the feature or characteristics of sound management in decision 

making ...................................................................... Error! Bookmark not defined. xiv 

Figure 5:14 Distribution of the respondents on quality information   measures to 

improve application of financial information in decision ................................ 61 xiv 

CHAPTER ONE ........................................................................................................ 1 

INTRODUCTION AND OVERVIEW OF THE STUDY ...................................... 1 



ix 
 

1.0 Introduction .......................................................................................................... 1 

1.1 Historical Background ......................................................................................... 1 

1.3 Objectives of the Research .................................................................................. 7 

The specific objectives of this study are: ............................................................... 7 

1.4 Significant of the Study ........................................................................................ 7 

1.5 Limitations of the Study ...................................................................................... 8 

CHAPTER TWO ....................................................................................................... 9 

LITERATURE REVIEW .......................................................................................... 9 

2.1 Theoretical Literature Review................................................................................ 9 

2.2 Literature Review and Development Framework .......................................... 11 

2.2.1 The Roles of Financial Decision Making ....................................................... 11 

2.2.2 Low-significant Financial Information Reporting Content ........................ 12 

2.2.3 Information Asymmetry ................................................................................. 14 

2.2.4 Political use of Accounting Information ....................................................... 14 

2.2.5 Financial Information and its Role in Enterprise Management ................. 15 

2.2.6 Empirical Studies ............................................................................................ 16 

2.2.7 Literature Gap ................................................................................................. 18 

2.3 Historical Background of NSSF concerning decision making ....................... 18 

2.4 Research question .............................................................................................. 19 

2.4.1 Decision Making using Financial Information at NSSF .............................. 20 

2.4.2 Application of Financial Information in Decision Making ......................... 20 

2.4.3 Source and Types of Financial Information ................................................. 21 

2.4.3.1 Statement of Financial Position .................................................................. 22 

2.4.3.2 Income Statement ......................................................................................... 22 

2.4.3.3 Statement of Cash Flows ............................................................................. 22 

3.1 Developing the Framework ............................................................................... 24 

3.1.1 Financial Information in Managing the Organization ................................ 24 

3.1.2 Financial Information in Making Long-term Investments ......................... 25 

3.2 Conceptual Framework ..................................................................................... 25 

Figure 3.1 conceptual model.................................................................................... 27 

3.2.1 Financial Information ..................................................................................... 28 



x 
 

3.2.2 The Measurement of Variables ...................................................................... 28 

3.2.3 Analysis ............................................................................................................ 28 

3.2.4 Accounting-based Valuation .......................................................................... 29 

3.3 The Hypothesis ................................................................................................... 30 

3.4 Operational definitions ...................................................................................... 30 

3.4.1 Quality of Information .................................................................................... 31 

3.4.1 Relevant information ...................................................................................... 31 

3.4.2 Unbiased Information ..................................................................................... 32 

3.4.3 The availability of information ...................................................................... 32 

3.4.4Quality of decision makers .............................................................................. 32 

3.4.5 Awareness of quality information.................................................................. 32 

CHAPTER FOUR .................................................................................................... 34 

RESEARCH METHODOLOGY ........................................................................... 34 

4.0 Introduction ........................................................................................................ 34 

4.1 Research Design, ................................................................................................ 34 

4.2 Study Population ................................................................................................ 34 

4.3 Sample Size ......................................................................................................... 35 

Table 4.1: Sample size .............................................................................................. 35 

4.4 Sampling Technique .......................................................................................... 35 

4.4.1 Purposive Sampling Technique ..................................................................... 36 

4.5 Data Collection Methods ................................................................................... 36 

4.5.1 Interview .......................................................................................................... 36 

4.5.1.1 Primary Data ................................................................................................ 37 

4.5.1.2 Secondary Data ............................................................................................ 37 

4.5.2 Observation ...................................................................................................... 39 

4.5.3 Documentary Reviews .................................................................................... 39 

4.6 Data Reliability and Validity ............................................................................ 39 

In order to ascertain reliability of the study, a pilot study conducted interview 

schedule distributed to respondents in order to identify questions that might 

be unclear or ambiguous to respondents. This help the researcher to 

restructure the questions to as to make them more clear help respondents to 

answer the questions. ........................................................................................ 39 



xi 
 

5.1 Introduction ........................................................................................................ 40 

5.2 Demographic Characteristics of Respondents ................................................ 40 

Data were collected from respondents with different characteristics in terms of 

age, sex, education level, marital status and occupation.  Respondents were 

randomly selected to participate in assessing the importance of financial 

information in managerial decision. The demographic profiles of 

respondents follow. ........................................................................................... 40 

5.2.1 Age of Respondents ......................................................................................... 40 

Table 5.1: Distribution of respondents according to their age groups ................ 41 

5.1.2 Education Level of the Respondents ............................................................. 41 

Figure 5.1 Distribution of Education Level of Respondents ................................. 42 

5.1.3 Distribution of Respondents According to Sex ............................................. 42 

Figure 5.2 Distribution of respondents according to sex ...................................... 43 

5.1.4: Marital Status ................................................................................................. 43 

Table 5.2: Distribution of respondents by marital status ..................................... 44 

5.1.5 Occupation of the Respondents ..................................................................... 44 

Figure 5.3 Distribution of Respondent’s occupation ............................................ 45 

5.3 The Effectiveness of Decisions which are Made using Financial Information46 

Figure 5:5   Distributions of respondents on the effectiveness of decisions which 

are made using financial information ............................................................. 47 

5.4 The Relationship between Accounting Information and Decision-making .. 48 

Figure 5:6 Distributions of respondents on the relationship between accounting 

information and decision-making .................................................................... 49 

5.5 The use of Financial Information in the Organization is very Important .... 49 

5.6 Several Organization have taken place of Financial Management in Decision 

Making in the past few years ........................................................................... 50 

5.7 The Organizations Ensure Quality Final Accounts Procedure Every Year?52 

Table 5:7 Distributions of the respondents on the Organizations to Ensure 

Quality Final Accounts Procedure Every Year .............................................. 53 

5.8 The Effectiveness of Decisions which are made using Financial Information 

Generally Recognize Accounting Practice ...................................................... 53 



xii 
 

5.9 Financial Management is based on the Principle of Openness, Integrity and 

Accountability ................................................................................................... 55 

Figure 5:11 Distribution of the respondents on the financial management is 

based on the principle of openness, integrity and accountability ................. 56 

5.10 The opinion that financial management in decision making should be based 

on financial statements ..................................................................................... 57 

Figure 5:12 Distribution of the respondents on the opinion that financial 

management in decision making should be based on financial statements . 58 

5.11 Appropriate internal control consider the feature or characteristics of 

sound management in decision making .......................................................... 58 

Table 5:11 Distribution of the respondents on appropriate internal control 

consider the feature or characteristics of sound management in decision 

making ................................................................................................................ 59 

5.12 Quality Information   Measures to Improve Application of Financial 

Information in Decision .................................................................................... 60 

Figure 5:14 Distribution of the respondents on quality information   measures to 

improve application of financial information in decision ............................. 61 

5.13 Discussions of the Findings .............................................................................. 62 

CHAPTER SIX ........................................................................................................ 66 

CONCLUSIONS AND RECOMMENDATIONS ................................................. 66 

6.3.1 Motivators to Governing Boards to Promote Financial Indicator use ...... 67 

6.3.2 Time as an Ongoing Barrier .......................................................................... 68 

6.3.4 Technology to Support Financial Indicator use ........................................... 68 

BIBLIOGRAPHY .................................................................................................... 70 

APPENDIX I: QUESTIONNAIRES ...................................................................... 77 

QUESTIONNAIRES ............................................................................................... 77 

The Organizations Ensure Quality Final Accounts Procedure Every Year? ............. 79 

 

 

 



xiii 
 

 

 

 

 

LIST OF TABLES  

Table 4.1: Sample size ............................................................................................... 35 

Table 4.2:  Framework upon which data collection strategy was construed and 

implemented. ....................................................................................................... 38 

Table 5.1: Distribution of respondents according to their age groups ....................... 41 

Table 5.2: Distribution of respondents by marital status ........................................... 44 

Table 5:3 Distributions of respondents on the importance of financial information in 

the decision-making process ............................................................................... 46 

Table 5:4 Distributions of respondents on the relationship between accounting 

information and decision-making ............................ Error! Bookmark not defined. 

Table 5:5 Distributions of the respondents on the use of financial information in the 

organization is very important ............................................................................ 50 

Table 5:6 Distribution of the respondents on several organization have taken place of 

financial management in decision making in the past few yearsError! Bookmark not defined. 

Table 5:7 Distributions of the respondents on the Organizations to Ensure Quality 

Final Accounts Procedure Every Year ................................................................ 53 

Table 5:8 Distribution of the respondents on the effectiveness of decision which is 

made using financial information generally recognize accounting practiceError! Bookmark not defined. 

Table 5:9 Distribution of the respondents on the financial management is based on 

the principle of openness, integrity and accountabilityError! Bookmark not defined. 

Table 5:10 Distribution of the respondents on the opinion that financial management 

in decision making should be based on financial statementsError! Bookmark not defined. 

Table 5:11 Distribution of the respondents on appropriate internal control consider 

the feature or characteristics of sound management in decision making ............ 59 

Table 5:12 Distribution of the respondents on quality information   measures to 

improve application of financial information in decisionError! Bookmark not defined. 

_Toc368232830
_Toc368232836
_Toc368232842
_Toc368232844
_Toc368232847
_Toc368232853


xiv 
 

 
 

 

 

 

LIST OF FIGURES 

 

Figure 3.1 Conceptual Model ..................................................................................... 27 

Figure 5.1 Distribution of Education Level of Respondents ....................................... 42 

Figure 5.2 Distribution of respondents according to sex ........................................... 43 

Figure 5.3 Distribution of Respondent’s occupation ................................................. 45 

Figure 5.4 reflects the findings presented in Table 5.3 ... Error! Bookmark not defined. 

Figure 5:5   Distributions of respondents on the effectiveness of decisions which are 

made using financial information ....................................................................... 47 

Figure 5:6 Distributions of respondents on the relationship between accounting 

information and decision-making ....................................................................... 49 

Figure 5:7 Distributions of the respondents on the use of financial information in the 

organization is very important ................................. Error! Bookmark not defined. 

Figure 5:8 Distribution of the respondents on several organizations have taken place 

of financial management in decision making in the past few years.................... 51 

Figure 5:9 Distributions of the respondents on the Organizations to Ensure Quality 

Final Accounts Procedure Every Year ..................... Error! Bookmark not defined. 

Figure 5:11 Distribution of the respondents on the financial management is based on 

the principle of openness, integrity and accountability....................................... 56 

Figure 5:12 Distribution of the respondents on the opinion that financial management 

in decision making should be based on financial statements .............................. 58 

Figure 5:13 Distribution of the respondents on appropriate internal control consider 

the feature or characteristics of sound management in decision makingError! Bookmark not defined. 

Figure 5:14 Distribution of the respondents on quality information   measures to 

improve application of financial information in decision ................................... 61 

_Toc368232834
_Toc368232840
_Toc368232851


1 
 

CHAPTER ONE 

INTRODUCTION AND OVERVIEW OF THE STUDY 

1.0 Introduction 

The purpose of this study was to find out which accounting information are used in 

NSSF and to inform the reader about how those information affect the decisions 

made by the institution. In order to contribute to the attainment of the purpose, the 

paper has pursued the following structure. As a start, the methodology was providing 

the reader with an insight into the process of how the study was conducted. 

Afterwards, the chosen theories are introduced, which include ideas of various 

accounting information as well as decision-making. Fieldwork data, were collected 

during the study, which eventually presented and then compared with the theories in 

use. This allows for drawing conclusions that were shown in the final section. 

1.1 Historical Background 

Formal Social Security Systems in Africa and other developing countries is a product 

of colonialism. In Tanzania during the colonial era, social security coverage was 

extended to the few people who were in the colonial employment. Most of the people 

were excluded from any type of public social security scheme (Drury, C. 2000).  The 

majority of the Tanzanian people depended upon the traditional social security 

system for their protection, which is still the case to date, though effects of 

urbanization and difficult economic environment have weakened the same. 

Generally, management accounting usually provides information for decision-

making functions to the managers. It involves functions from planning, organizing to 

test the evaluation stage. The function of decision is applied continuously during 

operation of the business. The decision making process is the choice of many 

different alternatives (Fred, Weston 2009).  Each option is considered including 

accounting information, particularly information on the investment costs to achieve 

optimal business benefit. Each action plan is a different situation, with the type, 

amount, expense items and other investment income. But they only have one thing in 

common that are associated with accounting information. Therefore, the management 

is required to consider carefully making a right decision. However, in order to make 
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a right decision, the management should have the information to help them 

distinguish the proper accounting information relating to each plan. Based on this, 

the plan chosen will give the highest profit or lowest cost.  

 

In recent year, there are many companies which have gone bankrupt because of the 

mismanagement. So today, the management is required to be trained more with 

professional’s skills. Moreover, the management is also able to see right things to 

make decisions and choose the plan that set out on the basis of selecting the 

appropriate information. This thesis “The importance of financial information in 

managerial decision making –National Social Security Fund (NSSF) case study” has 

been conducted to uncover and to provide appropriate information for decision 

making of the NSSF organization. Besides, the necessity of this thesis not only 

serves for the commercial organizations but also non commercial organizations 

which need the accounting information to survival and development. (Donald R. 

Cooper, 2004)  The commercial organizations such as private companies, joint 

venture, and limited companies need the accounting information to determine the 

production and business efficiency in the period. While non-commercial 

organizations such as clubs, associations whose main objective is social activity, and 

charitable activities need accounting information to determine the level of service. 

State institutions also need accounting information to assess the provision of security 

and social services. To sum up, accounting information is a key factor which plays 

an important role over the activities of an organization and impact of decisions on 

achieving the level of the target performance set. 

 

According to investorwords.com, accounting is defined as the systematic recording, 

reporting and analyzing of financial transactions of a business. There are two types 

of accounting which are management accounting and financial accounting. In this 

study, management accounting has been focused. Management accounting refers to 

the process of preparing management reports and accounts that provide accurate and 

timely financial and statistical information required by managers to make day to day 

and short term decisions (www.businessdictionary.com) 
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The management accounting information plays a vital role in decision making of the 

managers. Accounting can be viewed as the process of identifying; measuring and 

communicating economic information to permit informed and predicted decisions for 

the user of information. (Horngren pp.18.182).  

 

This means that understanding clearly of accounting information will help the 

management to give out better decisions for the organization. Management 

accounting is a division of information systems of an organization. Managers rely on 

accounting information for management planning and control of activities of the 

organization (Hilton, 1991). Therefore, the reported and collected accounting 

information can influence on making management’s decisions and it will result in the 

management to make decisions that are consistent with the organization’s goals. 

Moreover, the decision maker often decides what information is inputted and 

considers information as relevant for the decision. Using accounting information 

depends on different decisions and it often relies on the choices of decision maker 

who may be affected by experience, perceptions and objectives. Apparently, the need 

for accounting information used for decision-making rises if the information 

provided is relevant for the decision and also relies on the decision maker who 

regards the accounting information as reliable and trustiness. 

 

One of the marks 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.  

Management accounting can be defined as the process of identification, 
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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 organization in a very negative way and may sometimes also lead 

to its bankruptcy (Young, J. 2004) 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 

 

The importance of financial information in managerial decision is to provide 

information that links the daily actions of managers to the strategic objectives of an 

organization. Besides, this information should enable managers to effectively involve 

the entire extended enterprise of customers, suppliers, dealers, and recyclers in 

achieving the strategic objectives. Further management accounting takes a long-term 

view of organizational strategies and actions. Meanwhile the importance of 

management accounting systems is to report the results of operations using financial 

and non-financial measures, its purpose is to help the organization to reach its key 

strategic objectives. We can also note the key difference between management 

accounting and financial accounting. Management accounting information is for 

internal purposes, helping managers to make decisions, whereas financial accounting 

provides information to parties outside the organization (Hoggett, Edward and 

Merlin, 2006). 

 

Before explaining the term decision-making process it has to be clarified what a 

decision is: a decision is a “choice of an action or activity to be implemented leading 

to a certain desired objective”. Out of that, the next question arises: who makes a 
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decision? An individual or multiple participants that are involved in decision-making 

can be called decision makers (Hogget, Edward, & Merlin, 2006). 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 although, others 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 (Horngren et al 

2006). 

 

The need for a decision arises in our life and business because we are faced with a 

problem and alternative courses of action are available, and we need more 

information when making a decision (Hoggett, 2006). Therefore the information 

plays an important role in deciding which option to make decision process. In 

business, accounting information is needed before a decision is made.  

Accounting is concerned mainly with identifying transactions and recording the 

financial history of the transactions of an entity; therefore a major focus on 

accounting information is on actual financial events, not on future events (Hogget, 

Edward, & Merlin, 2006). Although accounting information is not future events, this 

information is used often as a guide to future estimates of the different alternative 

consequences. The managers of the business will want to know what things are being 

done so they need this information in order to make plans for the future; they then 

need more updated information in order to check whether actual performance is on 

target. Accounting information is also very useful in providing decision makers with 

information about the outcomes or results of their decision (Hoggett, Edward, & 

Merlin, 2006).  
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(Fred, Weston  2009), Accounting information could be used by internal and external 

decision maker, such as managers, investors, creditors, customers, etc. before it can 

be regarded as useful in satisfying the need of various user groups, accounting 

information should satisfy the following criteria: understandability, relevance, 

consistency, comparability, reliability, objectivity. Firstly, accounting information is 

understandability, which means the expression, with clarity of accounting 

information in such a way that it will be understandable to users – who are generally 

assumed to have a reasonable knowledge of business and economic activities. 

Secondly, it is relevance that means accounting information must help a user to form, 

confirm or maybe revise a view in the context of making a decision. For example: 

following accounting information of the business, we can understand their financial 

condition, and can make decisions like: investing or not, lending money or not?  

Next, other criteria of accounting information is reliability which means the 

accounting information in reports is truthful, accurate, complete, and capable of 

being verified. All of accounting information will be updated and filed day by day. It 

is necessary information for a potential investor. Finally, accounting information is 

prepared and reported in a standard way. In other words, it is not biased towards a 

particular user group or vested interest (Donald R. Cooper 2004). 

 

1.2 Statement of the Problem 

In order to circumvent financial disasters through wrong and ineffective decisions, 

there is nowadays a vast pool of financial information available which can be used to 

support the decision making process. Nevertheless accounting information applied 

varies from organization to organization. Financial information proved to be very 

effective in one organization, might fail in another. Different information are 

required for these diverse purposes, therefore organizations have to focus on 

different accounting information to support their decisions making process. 

Organization uses its own information and techniques. At present, the organization is 

operating quite successfully, as it is positioned as a leader in the industry. Hence, it 

can be assumed that without making the right decisions this position would hardly be 
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possible. Financial information applied in the organization might have contributed to 

some extent to these beneficial decisions. Consequently, this study has assessed the 

importance attached to financial information availed to decision makers at the NSSF, 

Tanzania. 

1.3 Objectives of the Research 

The main objective of the study is to assess the importance of financial information 

in managerial decisions. In fact, managers’ decisions can vary depending on the 

information available to them and their capability to understand them 

The specific objectives of this study are: 

(i) To assess  the importance of financial information used in making 

decision 

(ii) To assess the effectiveness of decisions which are made using 

financial information  

(iii) To suggest measures to improve application of financial information 

in decision making  

(iv) To examine the relationship between accounting information and 

decision-making 

1.4 Significant of the Study 

First, it is for partial fulfilment requirements for Master’s Degree in Accounting and 

Finance at Mzumbe University. Second, the study was enhanced my capacity in 

research skills. Third, the study point out the accounting information used by 

National Social Security Fund (NSSF) in Dar Es Salaam. Lastly, the study intends to 

give light to sum up, accounting information is a key factor which plays an important 

role over the activities of an organization and impact on decisions to achieve the 

level of the target set. The study helps management understand more about the 

business activities through some financial criteria such as liquidity, capital structure, 

activity ratio and profitability and financial information managerial. The study 

targeted finance and accounting department and some few managerial positions in 

the organization that is NSSF DSM Tanzania. 
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1.5 Limitations of the Study 

The study was sensitive and some people were not participated in it or answer the 

questions asked. However to overcome this problem, the researcher have to explain 

fully the purpose of the study and assured the respondents confidentiality of the 

information given. Due to a lack of time for this research, study was conducted as 

deep as it is supposed to be. The most of the information were come from interviews 

and questionnaires.  As there were huge amount of accounting information available, 

only some of them were investigated. There are some information that are said to 

allow for an examination of the relationship between accounting information and 

decision-making, as it was become apparent later on. So the focus on these selected 

ones. The study has to underline also that no experience before in conducting a study 

in this extent.  
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CHAPTER TWO 

 

LITERATURE REVIEW 

2.1 Theoretical Literature Review 

Financial information is designed to serve as the basis for many important decisions 

both within and outside an organization. Management Accountants or Controllers are 

the professionals who are responsible for the financial reports and the management 

accounting control system within an organization (control role). But beside this role 

the controllers also provide information to their managers. They assist their managers 

in planning, coordinating and controlling complex and interrelated activities and in 

motivating people at all levels in the organization (Swagerman 2003). According to 

Sathe (1982), the basic tension in the function of the controller is between 

involvement (support role) and independence (control role). Controller involvement 

is the degree to which controllers actually perform various roles as participants in 

operating and strategic business decisions, that is, role of presenting information and 

analysis, recommending action, and challenging plans and actions of operating 

executives (Sathe 1982, page 10). 

 

 In the past there have been several publications about what the roles of the 

controllers should be. The most popular subject of these publications is the change of 

the controller’s role from ‘bean counter’ to ‘business partner’ Kaplan et al, (1995). 

Another stream of publications uses the degree of controller involvement in 

management as an independent variable to test the effects on innovativeness Emsley 

(2005) or performance measurement system gaming Maas (2006). However, Roozen 

and Steens (2006) conclude “after the research of Vijay Sathe into the controller 

involvement in 1982, no rigorous research into the controller’s profession was 

executed” (Roozen & Steens 2006). Scientific, empirical studies, which actually 

measure and try to explain the variations of controller involvement in management or 

the two roles of the business unit (BU) 
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This total research framework exists of two sides: the demand side (the factors which 

influence the management’s demands of controller involvement) and the supply side 

(the factors which influence the controller’s actual supply of controller involvement), 

and is based upon existing theories, available in management accounting literature: A 

Psychological theory for the personal characteristics; the Role theory for the 

connection between the manager’s demands or expectations, and the controller’s 

supply of information; and the Contingency theory for the third category of factors 

regarding the organization ’s environment and business. Future research can be based 

upon this theoretical research framework. The study provides an overview of the 

available studies and frameworks in literature: after an introduction of the different 

roles of controllers, the frameworks of Sathe (1982) will be discussed followed by 

the framework of Roozen (2006). Based upon these frameworks a new, total 

framework is developed, which is based upon existing theories, like the Contingency 

theory and the Role theory.  

 

2.1.1 Theoretical Concepts 

2.1.1.1 Financial information 

Financial Information is diverse and may have various facets, depending on the 

reviewer and objective of the study. Many corporate data summaries provide bits of 

financial information that management relies on to make decisions and steer 

operating activities to financial success. Data sets incorporating financial information 

include budgets, profoma reports, production worksheets and financial statements. 

2.1.1.2 Financial management  

Financial statements are a collection of reports about an organization's financial 

results and condition (Business Dictionary 1984). They are useful for the following 

reasons: 

i. To determine the ability of a business to generate cash, and the sources and 

uses of that cash. 

ii. To determine whether a business has the capability to pay back its debts. 
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iii. To track financial results on a trend line to spot any looming profitability 

issues. 

iv. To derive financial ratios from the statements that can indicate the condition 

of the business. 

v. To investigate the details of certain business transactions, as outlined in the 

disclosures that accompany the statements.  

 

 

2.1.1.3 Managerial decision  

Managerial decisions are deliberate choices made from a range of alternatives. 

Before making the decision, the manager must evaluate each choice according to its 

projected outcomes in terms of the organization`s resources as well as the amount of 

information and time available. Thus, every managerial decision is a best-effort 

compromise made in an environment of uncertainty (Business Dictionary 1984). 

 

2.2 Literature Review and Development Framework 

2.2.1 The Roles of Financial Decision Making 

It is possible in 1981 to view modern finance as a coherent framework for analysis, 

answering the general question," How do individuals ,firms, and our society make 

decisions to allocate scarce resources through a price system based on the valuation 

of risky assets?" Within this broad question, we study individual preferences and 

decisions to determine the behaviour of firms and markets, the creation of assets and 

claims, and the attendant problems of risk and of costly information. Before the late 

1950s, the finance field was largely descriptive. The year 1958 was an important 

water-shed. In that year, Tobin's "Liquidity Preference as Behaviour toward Risk" 

appeared in the Review of Economic Studies. This was an important development in 

the application of demand theory to financial assets, with risk a central point of 

analysis. Hirsh lifer’s article, "On the Theory of Optimal Investment Decision" 

appeared in the Journal of Political Economy in August 1958. It emphasized the role 

of time-dependent utility in the demand for both productive and financial assets and 
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provided a foundation for further work in capital budgeting and the separation 

principle. The foundations for state-preference theory were also laid during this 

period. The analyses of pure or primitive securities by Arrow were applied and 

extended by Hirshleifer to broaden the choice-theoretic framework of financial 

decision-making (Swagerman 2003). 

Through these pioneering studies and subsequent developments, the field of finance 

has had considerable influence in the past twenty years on micro-economics, on 

macroeconomics, and on the theory, practice, and curriculum of business 

management. The foundation of modern finance is utility theory. From the utility 

axioms, powerful theories have been derived, including mean-variance portfolio 

theory, state-preference theory, the concept of stochastic dominance, and theories of 

the pricing of contingent claims (Sathe 1982) 

Theories of asset pricing, including the capital asset pricing model and the arbitrage 

pricing theory, are equilibrium constructs which follow from the application of utility 

theory to choices among risky alternatives. Interactions of individual references in 

markets for such alternatives provide signals to society in the form of asset prices, 

making possible an efficient location of resources overtime and between 

consumption and investment. The consideration of costly information and 

transactions costs leads to important modifications in the neoclassical theory of the 

firm. New approaches have included analysis of agency costs, information 

asymmetries, and signalling behaviour. Consideration of these additional dimensions 

has raised questions of whether the valuation of the firm is affected by variations in 

the patterns of contracting among different combinations of suppliers of capital, 

bearers of risk, and managers of productive activities. Parallel with the new 

developments in the theory of finance, an impressive body of empirical evidence has 

appeared (Roozen 2006).  'Theoretical propositions have been tested, using the latest 

and best developments in quantitative methods.  

2.2.2 Low-significant Financial Information Reporting Content 

Information makes awareness, reduces uncertainty, influences individuals and 

motivates them to take some actions. One of the most important information required 
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is accounting information which is the product of Accounting Information System 

(AIS). In fact, the more the major external users (i.e. the investors) use the 

accounting information, the more relevant and reasonable decisions are expected to 

be made. Fast and easy access to information for all people prevents from the 

mendacious report dispersion and misusing of people who have primary access to 

this information and also prevents from damaging the potential and de facto 

stockholders in stock transaction with unreal prices. In the absence of suitable system 

providing reliable information for investors, general trust in market is lost and market 

loses its efficiency (Tehrani et al., 2006). 

 

The information is valuable which is significant, relevant, and reliable and its utility 

could be measured. Thereupon, the information which is presented by accounting 

system sometimes different due to influences Royaee et al. (2009) these qualitative 

features and causes inadequate effect of financial reporting information content. 

Some of these reasons are as follow: Accounting information is pertaining to the past 

and does not care so much for the organization’s future programs and since this 

information is related to recording of past events, it loses much of its effectiveness. 

However, based on efficient market hypothesis, upon releasing new financial 

information, securities price reacts to them and/or by analysis of this information we 

could predict bankruptcy of a organization, but in late researches (behavioural 

finance theory) these theories were challenged and despite of many recent advances 

in accounting profession, yet this system is unable to present any "prospective 

information" required to investors and creditors. Meanwhile Wouters and 

Verdaasdonk (2002) showed that extant accounting information can help to 

managers in following situations: when they must make a significant, new or rarely 

taken decision, when they must take new considerations into account, and when 

operational knowledge is distributed across various people from different parts of the 

organization. 

 

Nowadays, no financial information has shaded on financial information. Lev (2001) 

believes that accounting in a way practically used, has lost many of its abilities for 

giving information, because business has become mostly knowledge–based. Now, 
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intangible assets allocate about 60% to 75% of the organization’s value. Intangible 

assets such as brand of the organization, base of customers, knowledgeable and loyal 

employees, research and development, technology level and operational supremacy, 

managerial style and information systems have had significant role in valuation and 

value creation of enterprise (Royaee et al. 2009) 

2.2.3 Information Asymmetry 

One of the important factors in decision making is relevant and suitable information. 

If the information is distributed in an asymmetric form, it can make different results 

considering the same subject. So before the information be important for decision 

maker,   its distribution quality that must be evaluated precisely (Ghaemi and 

Vatanparast, 2005). When manager or accountant has more information privilege 

than the other, it is called "information asymmetry". The manager has a series of 

private and confidential information about total performance and status of the 

organization reluctant the others to know about it, and an accountant also has 

professional information which just himself knows the details, therefore, in such 

conditions there are different perceptions about accounting concepts, or in other 

words, there is no mutual understanding of decision subject and so accounting useful 

information may be denied in management decision making. 

2.2.4 Political use of Accounting Information 

For political pressures, the managers use accounting information for different goals 

which are sometimes contrast with each other or otherwise accounting is influenced 

by political forces and processes. These political forces will intensify by two reasons: 

First, result of accounting procedure sometimes has important economic outcomes in 

providing accounting reports for users. Second, from point of view of Hopwood 

(1985), accounting is figured as a economical and social management tool (Moradi, 

2007). 

According to agency and stewardship theories, managers as shareholders 

representatives try to attain high return, and according to public interest theory, 

stakeholder theory, contract theory and Legitimacy theory, the financial reports 
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which are provided must consider all groups interest, because accounting as a factor 

of competition and wealth transfer can influence on human's behaviours, thus its 

political aspect is accentuated and establish many different motivations for political 

lobbies in wealth transference. Among studies done recently in this regard, Crenshaw 

(2000) and Jones (2006) can be implied. 

2.2.5 Financial Information and its Role in Enterprise Management 

The key role of information in decision-making is no doubt. Information is one of the 

most important resources of each organization. The main function of this resource is 

supporting the decision making process. It concerns especially small enterprises, 

which are forced to operate in a rapidly changing economic environment. Therefore, 

Chang and Lee (1992) can be cited: “the fundamental strategic weapon of small 

businesses is to collect information and their use in creating products and services. 

For all decision makers especially managers, financial Royaee et al. (1997) 

information necessity for decision making is inevitable, but do accounting and 

accountant have an outstanding status in managerial decision making? To answer the 

question, in this article, first, some issues neglected in decision making are covered; 

these resulting from the role and status of accounting are at least because of two 

issues: "Low-significant financial information reporting content" and "Accounting 

information providers' failure". 

Low-significant financial information reporting content could be a result of 

accounting past information, absence of prospective information, lengthening of 

information production cycle, utilization of different accounting methods, presence 

of different measurement basics and so as a result, being influenced by no financial 

information and inflation. Accounting information providers' failures might be 

resulted from unfamiliarity of accountants and auditors with industry, disregarding 

professional ethics in work environment, lack of suitable professional training, 

following traditional reporting, and dominance of positive accounting theory 

(Ghaemi and Vatanparast, 2005). 
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2.2.6 Empirical Studies 

The research of Trindade (in: Ganzhorn, and Faustoferri, 1990) led to two specific 

conclusions about information determinants of small business activities. First – the 

success of small enterprises increasingly depends on reliable and timely information 

about market situation and internal situation of the enterprise. But secondly – a 

typical situation in a small enterprise is the lack of analysts and information 

processing information. It also concerns the financial information. Content and 

subject of financial information concern different types of corporate financial flow. 

Such information conveys messages about formation of all economic phenomena 

related to corporate finance. It includes messages about the direction, value and 

strength of financial flows and decisions on their changes. This paper attempts to 

explain the role of financial information in small business management as a one of 

resources used by entrepreneurs. In the classification of financial information, 

multiple criteria can be used.  

Taking into account the usefulness of this information in management, the key 

criteria will be period for which decisions are taken and scope of these decisions. 

During the identification of financial information, financial goals also play a crucial 

role. According to a widely accepted opinion (Ross, Westerfield, Jordan, 1999) the 

main long-term financial goal is to maximize a organization’s value. In this context, 

information about the current and projected value of a organization appears to be 

significant information for long-term management. This value primarily derives from 

the long-term financial performance and the relationship between assets and capitals 

of an enterprise. Therefore, relevant information in long-term management also 

concerns: 

Among the Polish studies two items deserve attention: the research of Nogalski and 

Karpacz (2011) and the survey of Polish Accountants’ Association (Pielaszek, 2008). 

The first research revealed that accounting records and reports are important sources 

of information used in small business management. 20.0% of surveyed 

manufacturing and 13.4% of commercial and service companies assessed them as 

very often used. Only information derived from daily newspapers (36.0/34.6%), 

Internet (31.4/29.2%) and the professional literature (23.0/19.1%) were more 

important in decision-making for surveyed enterprises. Between 2004-2006 Polish 
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Accountants’ Association carried out three independent surveys about desirable 

changes in accounting for SMEs. The first survey concerned entrepreneurs (268 

companies), the second was aimed at auditors (75 questionnaires). The third was 

conducted among the 10 leasing companies as potential external recipients of 

financial information. 86% of the surveyed companies indicated the need to focus 

small business accounting on providing management information. 26% of auditors 

and 30% of leasing companies have the same opinion. (Ganzhorn, and Faustoferri, 

1990) 

 

Diagnosing the factors influencing the demand for information is a very important 

element understanding the information needs. The management process, or rather its 

quality, quickness, effectiveness and efficiency depend on the circumstances in 

which an enterprise operates. It concerns the information aspects, too. The factors, 

which could shape the demand for information in the management process, are 

described by e. g. Kieżun (1998). He divided these factors into two groups: 

endogenous - resulting from the organization’s characteristic and people participating 

in decision making process and exogenous – deriving from an enterprise’s 

environment and current market conditions.  

According to Kieżun opinion, the most important factors from the first group are: 

companies size the larger an enterprise, the more processes and phenomena. 

Therefore it can be expected that managers of larger firms will report a greater 

demand for more detailed information, type of business activity - the nature of the 

core business undoubtedly determines the significance of different kinds of 

information according to processes and activities inside an enterprise. phase of the 

life cycle in which a organization  is - managers will be interested in other types of 

information depending on the economic situation which is characterized by the 

lifecycle phase in which a organization  is, manager’s education – decision-making is 

a process that must be learned. The higher and more educated manager (especially 

business problem the greater awareness of this process and the wider, more detailed 

information needs (Kieżun 1998). 
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2.2.7 Literature Gap 

Moving to the above empirical studies it is evident that extensive studies have been 

done on to assess the importance of financial information in managerial decision at 

National Social Security Fund (NSSF). However, there is no published study on the 

importance of financial information in managerial decision. Specifically on study 

areas in NSSF Dar es Salaam. Therefore this study were covered some of the missing 

literature. Additionally the literature gap on the importance of financial information 

in managerial decision to the entire organization management and were intuitively 

added into the existing literature 

2.3 Historical Background of NSSF concerning decision making 

The National Social Security Fund (NSSF) is an institution established in July 1998 

to replace the former National Provident Fund. The management and administration 

of the fund is vested on the Board of Trustees. The Board is a tripartite organ 

composed of the representative from the social partners which are employees 

(through Trade Unions) employers (Employers Associations) and the Government. 

The Board has twelve members in total, 3 for each constituency i.e. workers, 

employees and Government. The remaining 3 are the chairperson, representative 

from the ministry responsible for labor who is an ex-officio member and the Director 

General who also serves as the secretary. 

The Chairperson and the secretary of the Board are appointed by the president of the 

United Republic of Tanzania, while the minister responsible for labor matters 

appoints other members of the Board. 

The Director General who is the chief executive officer is appointed by the president 

of the United Republic of Tanzania, and is responsible for overseeing the day to day 

operation of the Fund. The current organization structure comprises of the Director 

General, Deputy Director General, 5 Directors and 11 Chief Managers of which are 

in the Regional offices and 4 are at the Head office. There are also 27 Managers of 

which 16 are in Regional offices and 12 at the Head office. The Regional 

administration is comprised of 23 Regional offices, 14 District offices and 12 Sub-

district offices. 
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The Board takes overall responsibility for the Fund, including responsibility for 

identifying key risk areas, considering and monitoring investment decisions, 

financial decisions, operational decisions, services decisions and reviewing the 

performance of the management Business Plans and Budgets. The Board is also 

responsible for ensuring that a comprehensive system of internal control policies and 

procedures is operative, and for compliance with sound corporate Governance 

principles. 

The Board delegates the day to day management operation of the Fund to The 

Director General .The is committed to the principles of effective corporate 

governance. The Trustee, also recognize the importance of integrity, transparency 

and accountability. The day to day management operation of the Fund is entrusted to 

the Director General who is assisted by Directors and Chief Managers. The 

management comprises the following members who are responsible for the decisions 

making of the National Social Security Fund (NSSF) it includes: 

(i) Director General 

(ii) Director of Finance 

(iii) Director of Operations 

(iv)  Director of Planning, Investments and Project 

(v) Director of Human Resources and Administration. 

(vi)  Director of Information and Technology. 

(vii)  Chief Legal Secretary. 

(viii)  Chief Public Relations and customer services. 

(ix)  Chief Internal Audit.     

(x)  Chief Security Manager. 

(xi)  Manager Procurement Unit and 

(xii)  Manager Special Unit 

2.4 Research question 

Following from the specific objectives of the study and the related literature review, 

the study has answered the following research questions: 

 

(i) What are the importance’s of financial information used in making decision? 
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(ii) How effectiveness are decisions made using financial information?  

(iii) What are suggested measures to improve application of financial information 

in decision? 

(iv) What are the relationship between accounting information and decision-

making? 

2.4.1 Decision Making using Financial Information at NSSF 

National Social Security Fund is an organization which their main objective is to 

improve the quality of benefits offered to its members. National Social Security Fund 

uses financial information in decision making in order to know the performance of 

the organization, to know the financial position of an organization and also to know 

the cash flow of an organization. The management of National Social Security Fund 

use financial information when they are making investment decision, financing 

decision, and also operating decision. The financial information is the main 

instrument which enables the organization to know if it operates on profits or loss. In 

this case financial information which generates from statement of financial position, 

income statement, and statement of cash flow are the main statement which 

organization use during decision making. At National Social Security Fund  

Decisions are made at every level of management to ensure organizational or 

business goals are achieved; further the decisions make up one of core functional 

values that organization adopts and implements to ensure optimum growth and 

drivability in terms of services and products offered. Organization ensures that every 

manager takes hundreds and hundreds of decisions subconsciously or consciously 

make it as the key component in the role of manager. Decisions provide important 

roles as they determine both organizational and managerial decision.  

2.4.2 Application of Financial Information in Decision Making 

In order to improve the usage of financial information in the context of the decision 

making process, we need to analyze financial statements. In that context, we can 

describe financial statement analysis as the process where we convert data from 

financial statements into usable information for business quality measurement by 



21 
 

different analytical techniques, which is very important in the process of rational 

management. Therefore, to know the current level of business quality is very 

significant in the context of future business management, since we try to ensure 

company’s development and existence on the market. Financial statement analysis 

comes before the management process that is before the process of planning which is 

the component of the management process., 

Planning is very important for good management. Good financial plan has to 

consider all company’s strength and weaknesses. The task of financial statement 

analysis is to recognize good characteristics of the company so that we could use the 

most of those advantages, but also to recognize company’s weaknesses in order to 

take corrective actions. Because of that, we can say that management of the company 

is the most significant user of financial statement analysis. 

In the process of financial statements analysis it is possible to use the whole range of 

different instruments and procedures. First of all, it considers comparative financial 

statements and the horizontal analysis procedure together with structural financial 

statements and the vertical analysis procedure. By horizontal analysis which is based 

on the comparative financial statements we try to examine the tendency and 

dynamics of changes of particular basic financial statements positions. We estimate 

business efficiency and security of the company on the basis of observed changes.  

On the other hand, structural financial statements are the base for vertical analysis 

which allows insight into financial statement structure. Financial statements structure 

is very significant in the context of business quality. By financial statement analysis 

we get acquainted with the business quality, but the questions of the analysis are not 

solved by horizontal and vertical analysis procedures of balance sheet, profit and loss 

account and cash flow statement. In the context of measuring business quality on the 

basis of financial statements, the most significant are different financial ratios formed 

from basic financial statements.  

2.4.3 Source and Types of Financial Information 

Companies must produce a series of financial statements to provide information on 

the their activities, net worth and viability. There are three main financial statements 
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maintained by companies and each plays a different role. Investors, lenders and 

stockholders have an interest in the financial statements, as do owners and members 

of management. 

2.4.3.1 Statement of Financial Position 

The statement of financial position lists the assets, liabilities and equity of a business. 

The statement of financial position does not list the daily income and expenses, but 

rather detail the results of such activities. Assets and liabilities are first classified as 

current or long-term. Current assets and liabilities are expected to be consumed or 

paid within a year while long-term assets and liabilities going beyond a year. Assets 

and liabilities are then listed in order of liquidity, which means the items that can be 

liquidated first are listed first. Investors and lenders use liquidity information to 

determine a company's ability to pay debt. Finally, the company’s equity position 

shown on the balance sheet shows the net worth of the company. 

2.4.3.2 Income Statement 

The income statement is also known as a profit and loss statement. This statement 

lists all the revenue and expenses of a company from operation and investment 

activities. Income statements can cover any period of time, and are frequently 

published monthly, quarterly and annually. Some companies also view income 

statements on a daily basis. The income statement first lists revenue, followed by the 

expenses. The last line of the income statement shows the profit or loss for the period 

reported. Income statements also list non-cash transactions such as depreciation, as 

well as earnings per share. Stockholders use earnings-per-share information to 

determine the cash available for dividend payouts if the company declares a dividend 

during the period. 

2.4.3.3 Statement of Cash Flows 

The statement of cash flows lists physical income and expenditures. The items on 

this statement differ from the income statement entries in that only transactions that 
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result in money physically entering and leaving the business are recorded. For 

example, depreciation expenses are not shown because a company does not actually 

write a check for asset depreciation. This statement is important because it details the 

cash a company has available to pay expenses. 
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CHAPTER THREE 

ANALYTICAL FRAMEWORK 

3.1 Developing the Framework 

Developing Framework is a set of decision criteria for making decisions about 

whether and when to adjust the requirements for recognition, measurement, 

presentation, disclosure, effective dates, and transition methods for financial 

accounting standards that apply to private companies. The framework is not intended 

be an entirely new conceptual framework that would lead to a fundamentally 

different basis for preparing financial statements between private companies and 

public companies. 

The draft private organization decision making framework will exposed in the form 

of an Invitation to Comment (NSSF) which invites stakeholders to comment about 

specific and general aspects of the framework. In the absence of a completed 

decision making framework, the Board has continue to take into consideration the 

differential factors included in the staff’s initial assessment when deliberating on 

whether there is a basis to allow practical expedients, modifications, or deferrals for 

private companies.“The development of a sound decision making framework is 

essential to our ongoing efforts to address the unique needs of private organization  

stakeholders while maintaining the high quality of financial decision making   F. 

Seidman (2001) “We anticipate that the guidance designed to identify cost-effective 

alternatives for private companies also will benefit some of the public and not-for-

profit standard setting activities. 

3.1.1 Financial Information in Managing the Organization 

Financial information in making decision rising includes financial reports and 

financial ratios extracted from the financial statements. The common financial 

reports generated from the accounting systems of managerial decision are the income 

statement and balance sheet. The income statement conveys the organization’s 

revenue, expense, and net income (or net loss) for a specific time period, which is 
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very crucial for decision makers. The balance sheet supplies information which helps 

users asses a organization’s ability to increase managerial position and remaining 

solvent. The standard financial statements of the organizing do not include cash flow 

statement, Arnold et al (1984) and DeThomas & Fredenberger (1985) analyzing the 

importance of financial information in managerial decision.   

Therefore reports such as organization budget analysis of receivables, debt, and fixed 

assets, and budgets, which are not on the standard financial information, are also 

useful for the financial decisions. Financial indicators extracted from financial 

information are also considered useful by a number of studies on small business 

(Beal 2000; English 2001). As a result, financial reports, which are on and out of the 

standard financial information, and financial indicators extracted from the financial 

statements are surrogate of financial information in raising managerial decision 

making in this study. 

3.1.2 Financial Information in Making Long-term Investments 

The capital budgeting techniques are considered as financial information used in 

raising external funds in this study. However, financial information has no financing 

advantage unless it is actually utilized in the financing decision. Therefore, financial 

information used in financial decisions (in this study) includes the variables 

measured by DeThomas and Fredenberger (1985) and Jackson (2001): 

(i) The preparation of financial information 

(ii) Use of financial information 

(iii) The quality of financial information 

(iv) Meeting the needs of organization  

3.2 Conceptual Framework 

This financial information supports decisions made in the organization. Various 

decision-making models have been identified in literature to examine this process of 

decision-making. Out of this pool a sequential model will chose to illustrate the 

decision-making steps in the organization. This model divides the decision-making 

process into several stages that follow each other. However, it will be illustrated that 
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the decision-making process in the organization is a bit more complex and cannot be 

easily squeezed into these steps. It will become apparent in this paper that this 

process is influenced by many people, making it difficult to determine one final 

decision-maker as well as a certain decision-making point. Besides, experiences, 

feelings, preferences and other qualitative factors can have an impact on decisions in 

the organization. 

 

 

 

 



27 
 

Figure 3.1 conceptual model 

 

Source: (Ndesakile 2000 
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3.2.1 Financial Information 

Enhance your understanding of the accounting information contained in organization 

annual reports balance sheets, income statements, statements of cash flows, and 

related footnotes and disclosures. This section provides the foundation of financial 

statement analysis and valuation. We will examine the many value relevant pieces of 

information that financial statements contain, as well as the accounting choices 

managers make in light of their business strategy, contractual constraints and 

incentives. 

3.2.2 The Measurement of Variables 

The variables measured in the questionnaire include the importance of financial 

information in managerial decision. In fact, managers’ decisions can vary depending 

on the information available to them and their capability to understand the  in 

budgeting process, budgetary participation, firm size, ownership, firm performance, 

and managerial performance. In this section, the measurement of variables in the 

conceptual framework of this study is discussed. Firstly, it is necessary to determine 

the instrument/indicators used for measuring each variable. For reasons explained 

previously, some instruments are adopted directly from previous research, others are 

self-developed. Secondly, it is necessary to check the invariance and inter-relation 

among the indicators. It is also applied to test the consistence among the indicators. 

Table 4.1 summarizes the measurement results for all variables used in the present 

research 

3.2.3 Analysis 

Deepen your ability to analyze how financial statement information captures and 

reflects the critical factors of risk and success in the competitive environment and 

strategy of firms. Here we will introduce you to a variety of advanced practical 

information that allow you to obtain much more information out of a set of financial 

statements, enabling you to better assess a firm’s profitability and risk. This section 

of the program will also enable you to work through an advanced set of cases that 
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will require you to analyze accounting and earnings quality, assess the likelihood of 

earnings management, and undo the effects of earnings management. 

3.2.4 Accounting-based Valuation 

Learn and apply a variety of state-of-the-art accounting-based valuation techniques 

used on Wall Street, including discounted free cash flows, residual income, and 

valuation multiples such as price-earnings ratios and market-to-book ratios. You will 

be introduced to techniques to reverse engineer stock prices and together we will 

apply these valuation models to a variety of advanced settings, including the 

valuation of so called new economy companies. In addition, you will be exposed to 

the interplay between firms and analysts, and the striking impact of earnings numbers 

on share prices in the capital markets. 

Participants entering this program should have a basic understanding of financial 

statements, and some background and relevant professional experience in finance, 

economics, business administration, or consulting. The typical participant will be a 

commercial banker, investment banker, securities analyst, portfolio manager, 

corporate financial manager or project analyst, consultant, or other finance-oriented 

professional seeking to expand their understanding of financial statements and 

analysis skills in order to be capable of undertaking professional responsibilities that 

require a greater ability to analyze such statements with greater confidence and at 

greater levels of sophistication. 

Raynor provides a useful framework to structure strategic decision making in an 

uncertain environment. Raynor, in his book The Strategy Paradox, argues that for 

companies to succeed in an unpredictable future, they must develop practical 

strategies based on multiple choices that respond to the requirements of different 

possible futures rather than on a single strategic commitment. He suggests that the 

key to such decisions is strategic flexibility, and the decision process involves four 

steps anticipate, formulate, accumulate, and operate. Anticipation involves 

identifying the drivers of change or the forces that are shaping the future, identifying 

the range of possible futures, and deciding which futures are plausible or have the 



30 
 

highest chances of actually occurring. The formulation step includes developing an 

optimal strategy for each scenario, and identifying the “core” or common elements 

and the “contingent” or unique elements of these strategies. The accumulation step 

includes the decision to commit to the core elements of a strategy and take options on 

the contingent elements. Finally, in the operations step, managers implement and 

monitor the strategic choices, including exercising appropriate options. 

3.3 The Hypothesis 

The achievement of this objective involves the proper allocation of financial 

accounting at the time. Parsons and MacDonal (1970) concluded that the financial 

accounting system must be reliable. Financial allocation is a system that is accurate, 

reliable and able to meet the need for management decisions. This study, firms that 

have financial accounting tend to increase financial information usefulness, 

managerial practice advantage, business operation quality, and valuable decision 

making. Thus, the hypotheses are proposed as follows:  

Ho: Use of financial information in decision making does not contribute to the 

performance of organization. 

Ha: Use of financial information in decision making contribute to the performance of 

organization. 

3.4 Operational definitions 

An operational definition defines something (e.g. a viable, terms, or object) in terms 

of the specific process or set of validation tests used to determine its presence and 

quantity. That is, one defines something in terms of the operations that count as 

measuring it. The term was coined by Percy Williams Bridgman (2009) and is a part 

of the process of operationalization  
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3.4.1 Quality of Information 

Since there is so much information out there, professionals in the field of career 

development have defined characteristics that are critical. Here are the key criteria 

used to determine the value of career information: The information must be true 

accurate, verifiable, and not deceptive. Accurate career information is based on 

empirical data and can be validated by comparing sources or checking for internal 

consistency. 

(i) Current - The information must be applicable to the present time. Keeping 

information current requires a process of eliminating the old and adding the 

new. While some types of information are more perishable than others, it is 

generally accepted that occupation and education information should be 

reviewed and updated at least annually to be current. 

(ii) Specific - For information to be specific, it must contain concrete facts. 

General observations are often interesting and can provide a background for 

further analysis, but specific facts are essential to realistic planning and 

decision making. 

(iii) Understand - People using information must be able to comprehend it before 

they can use it. Data must be analyzed and converted into words. The content 

of the message should avoid ambiguities and be informative to the intended 

audiences. 

(iv) Comparable - The information presented should be of uniform collection, 

analysis, content, and format so that you can compare and contrast the 

various occupations, programs of study, and schools. 

3.4.1 Relevant information 

Relevant- Relevant information applies to the interests of the individuals who use it 

for the decisions they are facing. It should reduce a person's uncertainties about work 

and education while facilitating choice and planning. Since we live and work in local 

labor markets rather than in national ones, the better the description of local 

conditions, the more relevant it is to us. State and local information is usually more 

valuable than national.  



32 
 

3.4.2 Unbiased Information 

This characteristic is about the motivation or purpose for which the information is 

being produced and delivered. It is unbiased when the individual or organization 

delivering the financial information has no vested interest in the decisions or plans of 

the people who are receiving the information. 

3.4.3 The availability of information 

These are some of the most important qualities that quality resources strive to 

achieve in making information useful for planning and financial decision-making, 

but they are not the only sources of information available nor should they be the only 

sources someone uses. Information obtained from lots of sources creates a better 

picture and is more likely to result in successful career decisions and sound 

educational plans. Though it can sometimes be confusing and even conflicting, each 

source has its own unique strengths and limitations. 

3.4.4Quality of decision makers 

Decision-making is one of the defining characteristics of leadership. It’s core to the 

job description. Making decisions is what managers and leaders are paid to do. Yet, 

there isn’t a day that goes by that you don’t read something in the news or the 

business press that makes you wonder, “What were they thinking?” or “Who actually 

made that decision?” That’s probably always been the case, but it seems 

exponentially more so in the opening decade of the new millennium where 

everything seems marked with, “too big, too fast, too much, and too soon.” Borthick, 

(1996). The reality seems to be that most organizations aren’t overrun by good 

decision makers, yet alone great ones. When asked, people don’t easily point to what 

they regard as great decisions.  

3.4.5 Awareness of quality information 

The awareness of quality information whereas, in a traditional environment, the 

quality of a document or a book can be judged using the standard criteria such as 
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authority, scope, treatment, arrangement and special features (Kattimani and Kamble 

2007). The nature of online information is different and varies with the application of 

ICTs. So, the standard criteria for evaluation of the traditional information sources 

cannot be the only approach to judge the quality of information or a document 

available in the virtual environment. Hence, in addition to the standard criteria, some 

other factors are to be considered to evaluate the online information. It implies that 

users must question the online source of information before using it. In this case, the 

minimum criteria of evaluation are to verify the credibility, authority, 

reasonableness, supporting system, cost and copyright of online information (Jyothi 

and Satyanarayanya, 2001). 
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CHAPTER FOUR 

RESEARCH METHODOLOGY 

4.0 Introduction 

This chapter presents the research methodology which is to understand the 

importance of financial information in managerial decision related to the study 

validity and rehabilitee of data that collected, procedures and technique which were 

used during execution of the study it also describe the method and information that 

were used in data collection and area of technique finalized this part describes how 

data are gathered and it provides the techniques and procedures for data analysis. 

4.1 Research Design, 

The research designed as case study to collect data and analyzed in a style that aims 

at combining relevance with economical procedures. Kothari (2002) wrote that, a 

good research is one which is flexible, appropriately economical, minimizes bias, 

gives smallest experimental error, yields maximum information and provides an 

opportunity for considering many aspects of the problem while maximum reliability 

of data collected and analyzed. The case study research design had employed in this 

study because of its flexibility in data collection, and analysis as the study employed 

different respondents in different organization. It also emphasizes on contextual 

analysis of fewer events in depths as it was not possible to crosscheck the entire 

project. In addition it is less expensive than other research designs the limitations that 

are facing the researcher. 

4.2 Study Population 

Krishnaswami (2002) defined population as the target group to be studied in a 

particular place NSSF as a case study, while a sample is a part of population. 

Population is therefore, a total collection of elements about which one wishes to get 

information. Sample size was used by the researcher rather than the whole population 

because of costs in terms of fund, time and materials that can be involved in 

surveying the whole population. However, since this is a qualitative study that cannot 
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handle such a large population a sample of 50 was selected. The size of sample was 

large enough and representative of the population. When a sample is large enough it 

was provide results that reflects population (Cochran, 1977) 

The researcher decided to use Dar es Salaam as the area of the study because the 

region is comprised among the most deprived region (House hold Budget survey 

2002). Also was selected due to practical consideration of time and cost. 

4.3 Sample Size 

A sample size consult 50 respondents who from different departments in NSSF 

which were determined modes to enhance representation and maximizes objecting of 

the study and ensuring reliability of the data collected the 50 respondents were 

selected based on the fact that the study are a small scale research and conducted in 

limited reserves . The sample was distributed into  four categories of respondents. 

Table 4.1: Sample size 

Category of respondents Number of respondents % 

NSSF members  25 50 

accountants 15 30 

Directory of finance 2 04 

Treasury department  8 16 

Total 50 100 

Source: Findings, 2012 

4.4 Sampling Technique 

Sample is the number of respondents who represent the whole population of the 

study. In order to get a practical and more convenient sample; the researcher use 

variety of sampling techniques to obtain quality and good representation from the 

population.  This study adopted three sampling techniques, namely: stratified 

sampling technique, simple random sampling technique and purposive sampling 
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technique. The researcher was used lonely of sampling techniques to obtain quality 

and good representation from the population the sampling techniques used purposive 

sampling technique respondents selected by using this procedures they are only 

people provides the relevant information about the study. 

4.4.1 Purposive Sampling Technique 

The researcher was used sampling technique to select respondent deliberately 

depending on the research wanted to specifically from the sample the information 

requires type of respondent and nature of the research problem, these includes NSSF 

members, accountants, directors of finance and treasury department also this 

technique used due to nature of the study in which specific respondent are needed to 

provide specific information. 

4.5 Data Collection Methods 

Based on the nature to examine and determine the factors related to assess the 

importance of financial information in managerial decision. Method of data 

collection was not effective in obtaining reliable and valid argued there is no single 

correct or perfect research method each method that has weaknesses.  This based on 

this fact more than one method of data collection was used in order to complement 

the weakness of each other.  In this study therefore both primary and secondary data 

as well as quantitative and qualitative method of data collection were used those 

include questionnaires, interviews, observation and documentation. 

4.5.1 Interview 

This study involved in structured interviews with both open and closed ended 

questions to obtain information from sampled respondent researcher was used 

interview for 50 people, this method has end researcher to get supplementary 

information obtained by using questionnaires and those are not able to read and 

write. Secondary data and primary data were the source of information. The variables 

measured in the questionnaire include the importance of financial information in 

managerial decision.  In fact this method was used to observe what was exactly 
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happening in the project against project anticipation. Since the researcher was 

worked in the financial accounting decision managed to have long observation. This 

technique was used to determine what exactly happening in the study area   reflecting 

its practical meaning. Also it was used to check validity of information collected 

through other techniques. 

4.5.1.1 Primary Data 

The researcher was collecting primary data by using un-structured interviews (in 

depth interview) and questionnaire. In depth interview is informal whereby there is 

no predetermined list of questions to work through. The interviewee is given the 

opportunity to talk freely about events, behaviour and beliefs in relation to the topic 

area.  

4.5.1.2 Secondary Data 

The researcher obtained information from published and non-published materials 

like Annual reports  
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Table 4.2: a Framework upon which data collection strategy was construed 

and implemented 

Variable Measurement/Indicators Type of 

Data 

Carriers of Data 

(Sources) 

1 Quality of 

information 

1 Good Organization 

performance indicated by 

growing-Net profit 

  -Return on investment 

Good 

performance 

of Institution 

Financial 

statement 

2010/2011 and 

2011/2012 

 The availability of 

information  

2 Understandability of 

Financial information 

Application 

of 

accounting 

knowledge 

Financial 

information 

2010/11 and 

2011/12 

 Relevant 

information 

3 Improvement of 

management decision 

making 

Good 

performance 

Financial 

Statement 

2010/11 and 

2011/12 

 Unbiased 

Information 

 

4 Reliable  information  Accurate 

information 

Financial 

statement 

2010/11 and 

2011/12 

2. Availability of 

information 

1 Creation of good 

information 

Accurate 

information 

of Financial 

statement 

Financial 

statement 

2010/11 and 

2011/12 

  2 Storage of Information Financial 

Statement  

Financial Report 

2010/11 and 

2011/12 

 

 

 3 Retrieval of good 

information 

Good 

management 

Financial Report 

2010/11and 

2011/12 

  4 Use of quality information Statement of 

cash flow 

Financial Report 

2010/11 and 

2011/12 
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4.5.2 Observation 

This method was used to collect information through survey to consider as a tool that 

provides information directly from the selected respondent it was useful because by 

looking to whose respondent live. 

4.5.3 Documentary Reviews 

The data from interactive used by research to back up or validity of data collected 

depending on variable information available. The researcher was used quality 

information through data collection method to obtain information through reading 

different articles journals, newspaper dissertations, and this method helps researcher 

to simplify the task by providing statistical in order 

4.6 Data Reliability and Validity 

In order to ascertain reliability of the study, a pilot study conducted interview 

schedule distributed to respondents in order to identify questions that might be 

unclear or ambiguous to respondents. This help the researcher to restructure the 

questions to as to make them more clear help respondents to answer the questions. 
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CHAPTER FIVE 

DATA ANALYSIS AND DISCUSSION OF THE FINDINGS 

5.1 Introduction 

This chapter presents the research findings and discussions. Both qualitative and 

quantitative data analysis methods were used. Data were collected by using the 

following methods; documentations, interview, observation and questionnaires.  

Specifically, the study has addressed four research questions presented in (chapter 

two, which were: (i) what are the importance of financial information used in making 

decision? (ii) How effective are the decisions made using financial information?  (iii) 

What are suggested measures used to improve application of financial information in 

decision? And (iv) what are the relationship between accounting information and 

decision-making? The findings are presented using tables, figures, and charts 

percentages and frequencies. The presentation of the Research findings was carried 

out according to each research question by pinpointing different issues which support 

or ignore each research question. The study constituted 50 respondents who 

participated though questionnaires and interviews. 

 

5.2 Demographic Characteristics of Respondents 

Data were collected from respondents with different characteristics in terms of age, 

sex, education level, marital status and occupation.  Respondents were randomly 

selected to participate in assessing the importance of financial information in 

managerial decision. The demographic profiles of respondents follow. 

5.2.1 Age of Respondents 

Respondents with ages between 18 and 69 were involved in the study for assessing 

the importance of financial information in managerial decisions further other people 

residing in the study area were interviewed. The youngest respondent was 18 years 

old and the oldest was 69 years old. The age group with many respondents was age 

group 18-35 with 10 (20%) and few respondents were from ages 36--45 with 
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20(40%). The age group of respondents between 46- 55-  was 15(30%) and the age 

group of respondents between 55 to 69 was 5(10%)  as shown in Table 5.1 

Table 5.1: Distribution of respondents according to their age groups 

Age Group Number of Respondents Percentage (%)  Cumulative 

Percents  

18-35 10 20% 20 

36-45 20 40% 60 

46-55 15 30% 90 

55 and 69 5 10% 100 

Source: Field study 2013  

Table 5.1 indicates that 5(10%) of the respondents were in the age group of 55-69 

while 20% which is the highest of the respondents were in the age of group of 36-45 

years.  This indicates that many respondents and stakeholders with age ranged from 

18 to 69 were to study to assess the importance of financial information in 

managerial decision on delivering of effective data to achieve the objectives of the 

study. 

5.1.2 Education Level of the Respondents 

Education can be defined as the process of learning from a school, college, university 

or elsewhere to gather a range of knowledge (Armstrong, 2001). Education level is 

one of the most important variables in demographic studies as it influences people’s 

knowledge on assessing the importance of financial information in managerial 

decision at NSSF. The majority 2% respondents involved in this study had pre – 

schools, 4% primary education level, 8% percent had secondary education, 16% 

percent had college education level and 70% percent had university educations as 

figure 5.1 shows 
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Figure 5.1 Distribution of Education Level of Respondents 

 

Source: Field Study 2013 

The findings show that 17 (34%) are pre - Schools, 5(10%) of the respondents have 

primary education, 18(36%) have University Degrees, and 10(20%) have secondary 

education.  This tells us that the majority of respondents are educated and only few 

(44%) respondent had low level of education. Hence respondents had knowledge for 

assessing the importance of financial information in managerial decisions. 

5.1.3 Distribution of Respondents According to Sex 

From all 50 respondents who participated in study, 39(78%) were males and 

11(22%) were females.   This implies that majority of respondents who participated 

in the study were males. Male respondents were many compared to the female 

respondents. Those who responded to the questionnaire claimed that they were busy 

with their daily responsibilities and had little knowledge about the importance of 

financial information in managerial decisions. Table 5.2 below indicates these 

findings 
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Figure 5.2 Distribution of respondents according to sex 

 

 Source: Research Findings 2013 

Figures 5.2 above shows the number of respondents by sex in which 39 males (78%) 

were involved while females were 11(22%). From the questionnaire and interview 

gender characteristic were observed to have direct relationship with knowledge on 

the importance of financial information in managerial decision .Male play little 

response   compared to women who were observed to be much concerned with the 

financial information.   

5.1.4: Marital Status 

Marital status is used to state whether a person is married, single, divorced or 

widowed (Armstrong, 2000). Marriage in Tanzania is seen as a pride and the main 

purpose of marriage is to have children. However, findings indicate that on 12% 

were married whereas most of the respondents  i.e.80% (80 percent) were single, and 

8 percent were divorced, as illustrated in Table 4.3. 
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Table 5.2: Distribution of respondents by marital status 

Marital Status No. respondents Percent (%) 

Single 40 80 

Married 6 12 

Divorced 4 8 

Total 50 100 

Source:  Research Findings 2013 

From interview and questionnaire findings, the age has directly related to the study to 

assess the importance of financial information in managerial decision by focusing on 

the respondents with age between 18 and above had little knowledge about 

increasing own revenue than the respondents aged between 26 and 35, the 

respondents aged between 46 and above had ability to demonstrate their experiences 

for the importance of financial information in managerial decision. This finding was 

also supported by the study done by John 2000, in Italy basing on the variables of age 

in relation to revenue collection. 

5.1.5 Occupation of the Respondents 

Occupation is something that a person does daily or regularly to earn money for his 

or her survival (Oxford Advanced Level Learners Dictionary, 2008). This is another 

crucial characteristic of the respondents which was analyzed in relation to assessing 

the importance of financial information in managerial decision with respect to 

financial information in NSSF. The larger groups of respondents (82%) were 

dependent, 12% of respondents were engaging in petty business activities, and the 

rest 6% were employed in government Institutions and private sector, as illustrated in 

figure 5.3 below.  
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Figure 5.3 Distribution of Respondent’s occupation 

 

Source: Research Findings 2013 

 

5.2 The Importance of Financial Information in the Decision-making Process 

 

The financial department within National Social Security Fund (NSSF) seems to 

deliver valuable information as it makes quite successful decisions, although the 

Director General is not quite satisfied with the current financial management system. 

The information gained through financial tools is discussed within the Management 

Team. The interview gave us the impression that there is a relationship of trust 

between the managers. The Financial Manager and the Director General seemed to 

have a favourable opinion of each other. The whole Management Team, in particular 

the Director General; who has the final word, have to rely on the information 

provided by the financial manager in order to make decisions. That is why we 

consider it is very important to have a working climate built upon trust. The findings 

in Table 5.3 indicate that when respondents were asked what are the importance of 

financial information used in making decisions, about 30% of respondents said 

gathering, processing and presenting financial information while 56% of respondents 

said information considering company’s business and finally 14% of respondents 

said those directed towards different interested users. Therefore, we can say that 

accounting is a service function to management. It basically processes or gathers and 
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studies “raw data” and converts them into suitable information in the process of 

decision making.  

 

Table 5:3 Distributions of respondents on the importance of financial 

information in the decision-making process 

 

 Frequencies Percentages 

Gathering, processing and presenting accounting 

(financial) information 

15 30% 

Information considering company’s business 28 56% 

Directed towards different interested users 7 14% 

Total 50 100% 

Source: Research Findings 2013 

5.3 The Effectiveness of Decisions which are Made using Financial Information 

Accounting practice has an important role in establishing financial reports with 

relevant accounting information that external and internal users use to assess the 

firm's financial status and performance. It enables firms to control their various units 

(Moilanen, 2008). Financial reporting present asset values, incomes, taxation 

expenses, e.t.c (Xiao, et. al, 1996). Thus, accounting is a tool for administering 

resources efficiently, supporting rational decision making (Quattrone, 2009), and 

support administrators during strategic planning, task processing improvement, and 

performance evaluation. Further, Hall (2009) argued that accounting information on 

development, managerial work, and form of communication. However, accounting 

practice focuses on obtaining answers to the needs of executive. 

 

Figure 5.5 indicate that when respondents were asked about what was the 

effectiveness of decisions which are made using financial information, 42% of 

respondents said adequate financial information integration, while 22% of 

respondents said useful financial reporting establishment; 16% of respondents said 
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the effective financial reporting dissemination; and finally 20% of respondents said 

accounting information trustworthiness. 

 

Figure 5:4   Distributions of respondents on the effectiveness of decisions which 

are made using financial information 

 

Source: Research Findings 2013 

 

The results show positive relationship between accounting practice effectiveness and 

financial performance. In addition, three antecedents of accounting practice 

effectiveness have a significant direct effect on accounting practice effectiveness. 

Moreover, the effects of information technology implementation moderate the 

relationship among accounting standard understanding, accountant's competency and 

accounting practice effectiveness. Surprisingly, information technology 

implementation does not moderate the relationship between corporate culture 

excellence and accounting practice effectiveness. Giving potential discussion is 

competently implemented in the study. Research implication, suggestions for future 

research and conclusion are presented.  
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5.4 The Relationship between Accounting Information and Decision-making 

 

 The use of  accounting information as part of their decision-making strategies and 

importantly how this use of accounting information is influenced by the institution 

both political, cultural, economic, social, legal and historical environment. This case 

study applies institutional theory in order to analyze the impact and influence of the 

broader institutional environment on accounting and its role in decision-making. 

Indeed, this case study of NSSF provides evidence of the uniqueness of decision-

making strategies in Tanzania and identifies the integration of accounting and 

specific strategic objectives in the decision-making process. The findings indicate a 

greater focus on understanding important contextual influences than a dependency on 

narrowly defined technical aspects of accounting information. 

 

Table 5.4 indicate that when respondents were asked to identify what are the 

relationship between accounting information and decision-making; about 50% of 

respondents said were differing cultural characteristics that influence the reliance on 

intuition and subsequently the utilization of accounting information. While 20% of 

interviewee was seen to limit the use of intuitive feelings, it was pointed out that 

intuition and emotions are substantial importance in other way. In regard to the role 

of intuition in other cultures, intuition was described as a substitute for the utilization 

of accounting information while 30% of respondents said this logic was not applied 

in NSSF. 

 

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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Figure 5:5 Distributions of respondents on the relationship between accounting 

information and decision-making 

 

Source: Research Findings 2013 

5.5 The use of Financial Information in the Organization is very Important 

When respondents asked the use of financial information in the organization is very 

important in any field of operation where decisions are made. It is almost 

impossible to run a business with no prior knowledge of financial management. 

Even the local grocer needs to understand, analyze and make financial statements 

and accounting report. Even though the use of financial information were 

considered as impacts so many areas of the organization. You need financial 

information to apply for many forms of credit, and you need financial information 

to make purchases. (Financial information 2010/11 and 2011/12)  However the 

findings in Table 5.5 (figure 5.1) indicate that about 30(60%) of respondents agree 

with the statement while 10(20%) said definitely. However 6(12%) of respondents 

said they don’t know while 2(4%) said they don’t agree and finally 2(4%) of other 

respondents said definitely do not agree with the statements 
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Table 5:4 Distributions of the respondents on the use of financial information 

in the organization is very important 

 Frequencies Percentages 

Agreed 30 60% 

Definitely 10 20% 

They don’t know 6 12% 

They don’t agree 2 4% 

Definitely do not agree 2 4% 

Total  50 100% 

 

 In my opinion, this seems to be the case in National Social Security Fund (NSSF). 

The exchange of information where also decisions and options are discussed and 

therefore the decision participants were all the persons within the company. 

Therefore National Social Security Fund (NSSF) use financial information in 

decision making and the management team everybody has the same amount of 

authority.  

5.6 Several Organization have taken place of Financial Management in Decision 

Making in the past few years 

 

The finance function is being transformed in terms of the efficiency of its operations, 

the quality of information it generates and its level of influence in management. 

Leading organizations have already grasped the opportunities presented by 

developments in information and communications technology to improve the 

efficiency of accounting operations. They recognize that there is a limit to how much 

cost can be taken out of the finance function. Their focus has shifted instead to how 

they can get more value from finance. 
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When respondents asked on weather several organization have taken place of 

financial management in decision making in the past few years Business leaders and 

management accountants must be alert to the potential of developments in the role of 

the finance function (finance transformation) and Business Intelligent. The 

combination of these developments provides an opportunity to improve accounting 

operations and acquire a greater competence in informed decision making. (Financial 

statement 2010/2011 and 2011/2012)These could enable an organization to ensure its 

sustainability by becoming more adaptable through being better informed and able to 

respond more rapidly than its competitors to market developments. The results in 

Table 5.6 (figure 5.8) shows about 70% of respondents agree with the statement 

while 5(10%) said definitely. However 3(6%) of respondents said they don’t know 

while 5(10%) said they don’t agree and finally 2(4%) of other respondents said 

definitely do not agree with the statements 

 

Figure 5:6 Distribution of the respondents on several organizations have taken 

place of financial management in decision making in the past few years 

 

Source: Research Findings 2013 
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Therefore in this case the group decision is applied and it is in the same time a team 

decision with more final decision makers. Thus in the case of National Social 

Security Fund (NSSF) it is difficult to decide who is “the decision maker” as it varies 

from situation to situation and from the type of decision. Decisions are done all the 

time in National Social Security Fund (NSSF). The empirical data many similarities 

can be found. 

5.7 The Organizations Ensure Quality Final Accounts Procedure Every Year? 

Every organization should have their financial statements examined by an 

independent, objective and qualified person once a year. A financial review 

completed by a professional in the field will provide the organization with a credible 

opinion about the accuracy of the financial statements, how fairly the statements 

reflect the financial situation of the organization and the degree to which the 

organization has complied with generally accepted accounting principles. Any 

concerns about the financial health of the organization or the financial practices of 

the organization will be brought to the attention of the membership, (Financial 

Report 2010/11 and 2011/12). This type of review provides the board with assurance 

that the assets of the organization are being managed properly and that the financial 

records and supporting documents are accurate and complete. Table 5.7 (figure 5.9) 

indicates that when respondents were asked if the organization have taken place of 

financial accounting procedure every year the results shows about 20(40%) of 

respondents agree with the statement while 15(30%) said definitely. However 

8(16%) of respondents said they don’t know while 2(4%) said they don’t agree and 

finally 5(10%) of other respondents said definitely do not agree with the statements 
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Table 5:5 Distributions of the respondents on the Organizations to Ensure 

Quality Final Accounts Procedure Every Year 

 Frequencies Percentages 

Agreed 20 40% 

Definitely 15 30% 

They don’t know 8 16% 

They don’t agree 2 4% 

Definitely do not agree 5 10% 

Total  50 100% 

Source: Research Findings 2013 

 

 

Organizations should review the legislation under which they are incorporated as 

well as their own constitution and bylaws for information about the type of financial 

review required. Organizations that have status as a registered charity may require a 

higher level of assurance. 

5.8 The Effectiveness of Decisions which are made using Financial Information 

Generally Recognize Accounting Practice 

The objective of a review of interim financial information pursuant to this section is 

to provide the accountant with a basis for communicating whether he or she is aware 

of any material modifications that should be made to the interim financial 

information for it to conform to generally accepted accounting principles. The 

objective of a review of interim financial information differs significantly from that 
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of an audit conducted in accordance with generally accepted auditing standards. A 

review of interim financial information does not provide a basis for expressing an 

opinion about whether the financial statements are presented fairly, in all material 

respects, in conformity with generally accepted accounting principles. A review 

consists principally of performing analytical procedures and making inquiries of 

persons responsible for financial and accounting matters, and does not contemplate 

(a) tests of accounting records through inspection, observation, or confirmation; (b) 

tests of controls to evaluate their effectiveness; (c) obtaining corroborating evidence 

in response to inquiries; or (d) performing certain other procedures ordinarily 

performed in an audit. A review may bring to the accountant's attention significant 

matters affecting the interim financial information, but it does not provide assurance 

that the accountant becomes aware of all significant matters that would be identified 

in an audit. (Financial Report 2010/11 and 2011/12) 

 

The findings in Table 5.8 (figure 5.10) indicate that  when respondents asked were 

on the effectiveness of decision which is made using financial information generally 

recognize accounting practice, the results shows about 18(36%) of respondents agree 

with the statement while 25(50%) said definitely. However 1(2%) of respondents 

said they don’t know while 5(10%) said they don’t agree and finally 1(2%) of other 

respondents said definitely do not agree with the statements 

 

 

 

 

 

 

 

 

 

 

Figure 5:7 Distribution of the respondents on the effectiveness of decision which 

is made using financial information generally recognize accounting practice  
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Source: Research Findings 2013 

These results  provides guidance to the accountant if he or she becomes aware of 

information that leads him or her to believe that the interim financial information 

may not be in conformity with generally accepted accounting principles. Likewise, 

the auditor's responsibility as it relates to management's quarterly certifications on 

internal control over financial reporting is different from the auditor's responsibility 

as it relates to management's annual assessment of internal control over financial in 

decision making. 

5.9 Financial Management is based on the Principle of Openness, Integrity and 

Accountability 

We maintain internal controls and systems designed to provide reasonable 

assurance as to the integrity and reliability of the financial statements and to 

adequately safeguard, verify and maintain accountability for its assets. Such 

controls are based on established policies and procedures and are implemented with 

an appropriate segregation of duties. Openness in decision making, management 

arrangements, in dealing with the public while Integrity in ensuring high standards 

of conduct, propriety, and probity in running Merton’s affairs and managing public 
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funds and Accountability in ensuring that the Council, its members and officers are 

responsible for their decisions and actions, and are subject to appropriate external 

scrutiny. (Financial information 2010/11 and 2011/12) 

Table 5.9 (figure 5.11) indicate that when respondents asked were if the financial 

management is based on the principle of openness, integrity and accountability, the 

results shows about 7(14%) of respondents agree with the statement while 40(80%) 

said definitely. However 1(2%) of respondents said they don’t know while 1(2%) 

said they don’t agree and finally 1(2%) of other respondents said definitely do not 

agree with the statements 

Figure 5:8 Distribution of the respondents on the financial management is based 

on the principle of openness, integrity and accountability 

 

Source: Research Findings 2013 

The internal audit function operates under the direction of the Audit Committee, 

which approves the scope of the work to be performed. Significant findings are 

reported to both executive management and the audit committee. Corrective action is 
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taken to address internal control deficiencies identified in the execution of its work. 

The annual audit plan is based on key financial risks to the organization. Monthly 

results and the financial status of operating units are reported against approved 

budgets and compared to the prior year. Profit projects and cash flow forecasts are 

updated monthly, while working capital and cash/borrowing levels are monitored on 

an ongoing basis. 

 

5.10 The opinion that financial management in decision making should be based 

on financial statements 

Financial Management can be compared with the results achieved by similar 

companies or in previous time periods to identify areas for improvement. For 

example, if a firm spots that its cost of sales is higher than those of a rival it may 

seek to switch to an alternative supplier, or take other actions such as reducing 

direct costs. Financial information provides invaluable statistics and evidence on 

which managers can make informed decisions and plans. However the results show 

that balance Sheet information providing details of a business’s assets and 

liabilities, as well as the liquidity of the business, Sales and purchases information 

setting out particular types of trading and accounts with particular customers and 

suppliers, Information about the purchase of assets and liabilities, Information 

about the wages paid out by a business and Information about costs. (Financial 

information 2010/11 and 2011/12) 

When respondents asked on the opinion that financial management in decision 

making should be based on financial statements, the results shows about 42(84%) of 

respondents agree with the statement while 8(16%) said definitely.  
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Figure 5:9 Distribution of the respondents on the opinion that financial 

management in decision making should be based on financial statements 

 

Source: Research Findings 2013 

5.11 Appropriate internal control consider the feature or characteristics of 

sound management in decision making 

Internal control is a crucial aspect of an organization’s governance system and ability 

to manage risk, and is fundamental to supporting the achievement of an 

organization’s objectives and creating, enhancing, and protecting stakeholder value. 

High-profile organizational failures typically lead to the imposition of additional 

rules and requirements, as well as to subsequent time-consuming and costly 

compliance efforts. However, this obscures the fact that the right kind of internal 

controls enabling an organization to capitalize the opportunities while offsetting the 

threats can actually Evaluating and Improving Internal Control in Organizations save 

time and money, and promote the creation and preservation of value. Effective 

internal control also creates a competitive advantage, as an organization with 

effective controls can take on additional risk. 
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When respondents asked on the appropriate internal control consider the feature or 

characteristics of sound management in decision making, the results shows about 

25(50%) of respondents agree with the statement while 15(30%) said definitely. 

However 2(4%) of respondents said they don’t know while 5(10%) said they don’t 

agree and finally 3(6%) of other respondents said definitely do not agree with the 

statements 

 

Table 5:6 Distribution of the respondents on appropriate internal control 

consider the feature or characteristics of sound management in decision making 

 

 Frequencies Percentages 

Agreed 25 50% 

Definitely 15 30% 

They don’t know 2 4% 

They don’t agree 5 10% 

Definitely do not agree 3 6% 

Total  50 100% 

Source: Research Findings 2013 
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The implication of the study shows that moving forward, risk management and 

related internal control systems need to encompass a wider perspective, considering 

that organizations are impacted by many variables, often outside their direct control. 

Effective risk management and internal control should be a key part of good 

governance at every level of an organization and across all operations. 

5.12 Quality Information   Measures to Improve Application of Financial 

Information in Decision 

 

Performance measurement systems play a key role as a source of information about 

financial outcomes and the internal operations shown in the financial statements. 

This type of information is useful for decision making process (i.e. planning, 

directing and controlling). The selection of performance measures depends on 

organization’s objectives, a clear calculation method to compare, and these should be 

selected through people who are involved in the organization, allowing employees to 

participate in the setting of performance targets has the following advantages: (1) 

Employees are more likely to accept the targets and be committed to achieving it 

when they are part of target setting process. (2) Participation can reduce the 

information asymmetry gap that applies when standards are imposed from top 

management. (3) Imposed targets can encourage negative attitudes and result in 

demonization and poor performance. 

 

When respondents asked on the quality information   measures to improve 

application of financial information in decision the results shows about 49(98%) of 

respondents agree with the statement while 1(2%) said definitely. 
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Figure 5:10 Distribution of the respondents on quality information   measures to 

improve application of financial information in decision 

 

Source: Research Findings 2013 

 

The fact that different results were obtained from several studies may be explained 

by considering the different determinants of non-financial performance measures 

used. Thus, further research should attempt to explain the objectives of using non-

financial performance measures. The inadequacies of traditional financial 

performance measures have led organizations to concentrate on the adoption of non-

financial performance measures, but these measures also have disadvantages. They 

relate to the variety of non-financial performance measures, and the problem arising 

from choosing the appropriate measures given that there is no optimal mix of 

performance measures. 
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5.13 Discussions of the Findings 

 

This paper has provided in depth insights into the role and utilization of financial 

information in decision-making strategies and processes and managers preferences 

on this utilization in a National Social Security Fund. The study has provided 

evidence of a greater focus on understanding important contextual influences than a 

dependency on narrowly defined technical aspects of financial information. 

Strategies, long-term orientation and greater focus on participation are of importance 

with quantitative and qualitative data being evaluated in the broader context. Indeed, 

applying an institutional theory approach On the Theory of Optimal Investment 

Decision" appeared in the Journal of Political Economy in August 1958 that takes 

into account the importance of the economic, social, legal, political and cultural 

environment, this case study provides evidence that contextual factors and manager’s 

preferences strongly influence the utilization and interpretation of financial 

information in decision-making strategies and processes. Importantly, we provide 

evidence that these contextual factors and managers’ preferences contradict the 

assumption that the utilization of financial information in management financial 

practices is converging (Sathe, V. (1983). As such, this study contributes to the 

debate concerning convergence of international management financial research and 

acknowledges the importance of national, cultural, social, economic and legal 

differences in international management financial approaches and practices. 

 The evaluation of the role and utilization of financial information in decision-

making strategies and processes and managers’ preferences on this utilization has 

been based on a rigorous analysis on the effect of various contextual factors such as 

managers’ preferences, justification pressures, financial and strategic objectives and 

the importance of intuition in decision-making. The influences of these factors are 

evaluated by taking into account the broader contextual and cultural environment 

such as the specificities of the Social Security industry and Fund structure as well as 

National cultural preferences (Chong, and Leong (2005). Indeed, we provide 

evidence that the role and utilization of financial information in decision-making 

strategies and processes is the result of a complex interplay between specific 
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endogenous and exogenous factors, pressures and influences that have direct and 

indirect influences on the role and utilization of financial information.  

For example, the case study provides evidence that managers’ preferences influence 

the role and utilization of financial information. However, managers’ preferences are 

themselves the result of various contextual influences. As such, multilayered and 

complex relationships exist between contextual factors and the role and utilization of 

financial information.  

Specifically, the interviews and company documents provided evidence that the Fund 

is likely to be caught between members’ preference for short-term benefits and 

managements’ awareness of the importance of long-term strategic planning. 

Furthermore, the statements revealed that the Fund basically follows long-term 

strategic objectives despite members’ focus on short-term goals. Indeed, the long-

term focus seems to be rather limited by short-term pressures that arise because of 

globalization and increasing market pressures. Nevertheless, the main strategic 

objective that shapes the utilization of financial information is still long-term 

orientated.  

Furthermore, the Fund structure with the member-owner principle, the statutory 

focus on member welfare and the legal audit requirements create justification   

pressures for managers and induce risk avoiding behaviour. While these tendencies 

result in a strong emphasis on the utilization of financial information, the practical 

application remains limited in particular in relation to sophisticated management 

financial approaches. While sophisticated calculations might not be used internally; 

the justification pressures and risk avoiding behaviours have fostered the 

involvement of external consultants for larger investments to increase soundness of 

decision-making. While there is evidence that the role and utilization of financial 

information varies with the size and scope of decisions, all interviewees pointed out 

that financial information is of high relevance to the Fund. Importantly, this refers to 

a broad understanding of financial information that integrates quantitative and 

qualitative aspects.  
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In relation to National culture, accuracy and thoroughness were often regarded as 

‘typical’ National characteristic that influence the role and utilization of financial 

information in decision-making strategies and processes. While these virtues were 

generally seen as having a positive influence, it was also pointed out that there are 

chances that  managers might be too pedantic and are looking too intensively for data 

or information. In relation to the role and utilization of financial information, two 

important points were raised. The focus on accuracy was perceived to enable more 

reliable and sound evaluations. Furthermore, it was remarked that calculations are 

likely to be taken as someone’s word without any margins for deviation, which might 

indicate that the interpretation of financial data differs in different cultures. Indeed, 

these remarks clearly showed the importance and necessity to study broader cultural 

frameworks.  

Intuition remained a sketchy phenomenon with different opinions in relation to its 

influence on decision-making and the utilization of financial information. However, 

cross-cultural and personal differences were found in relation to the integration of 

intuition in decision-making processes and its influence on the role and utilization of 

financial information. Importantly, the interviews suggested that the managers in the 

Social Security Fund are more likely to back up their intuitive feelings than to use 

intuition as a substitute for the utilization of financial information Lounsbury (2007). 

Importantly, it was also suggested that this tendency is different in other countries 

that are more likely to substitute analysis for intuition. These differences and the 

influence of intuition on the utilization of financial information provide evidence that 

the assumption of global convergence of management financial practices needs to be 

reconsidered because of the influence of strong cultural and personal differences.  

Lounsbury (2007) Statements about the influence of the forces of globalization 

revealed a contradictory situation, in which globalization can extend, but also limit 

the utilization of financial information in decision-making processes. While 

increasing competition and internationalization leads to a greater utilization of 

financial information for cases such as mergers and acquisitions, increasing market 
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pressures can limit the utilization of financial information when markets or retailers 

have requirements that need to be fulfilled to remain in the business.  

Importantly, the evaluation of this case strongly reveals that the role and utilization 

of financial information in decision-making strategies and processes and managers 

preferences on this utilization are highly specific (Chang and Lee (1992). We have 

provided evidence of how the board of directors and senior managers use financial 

information as part of their decision-making strategies and importantly how this use 

of financial information is influenced by NSSF unique political, cultural, economic, 

social, legal and historical environment. As such, this study does not find convincing 

evidence that the role and utilization of financial information in decision-making 

processes is nationally converging because of isomorphic pressures. While external 

pressures certainly influence the role and utilization of financial information, they are 

only part of a more complex structure that also comprises internal factors and 

managers’ preferences.  

In light of the ongoing globalization process, the awareness of differences in the 

decision-making processes contributes to a better understanding of the role of 

management financial in the globalizing world in particular, as there is no indication 

that these differences are likely to diminish. In contrast, a manager’s judgment is 

likely to become more important, which contradicts future convergence as even 

similar technical applications might not lead to similar interpretations. Indeed, the 

importance of a manager’s professional judgment in the utilization of financial 

information could be an interesting area for future research to provide a deeper 

understanding of current issues (Maas 2006). 

Importantly, this study provides further evidence of the necessity to overcome the 

somewhat pervasive focus on isomorphism and to re-evaluate neo-institutional 

theory to consider the depth, richness and complexity of influences that have already 

been pointed out in the academic literature (Lounsbury 2007). Indeed, a better 

understanding of the broader cultural frameworks and actors within these cultural 

frameworks is necessary to understand the consequences of global integration in 

internal financial management. 
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CHAPTER SIX 

CONCLUSIONS AND RECOMMENDATIONS 

 

6.1 Introduction 

This chapter makes a conclusive remark of the whole study. It is organized into three 

major parts. Part one is about study conclusion. Part two is study recommendations 

and part three is about areas for further research.  

6.2 Conclusion 

There is research evidence that use of financial information can improve decision 

making and development of organizations. Much of the research in the management 

literature has focused on a rational approach to decision making which involves the 

use of data to inform decisions. Most managers have enormous amounts of data and 

plethora of tools and techniques exist to analyze and interpret data. In order to extract 

the maximum value out of the data that is available a structured approach to working 

with data should be used to inform decision making. Tools and techniques can be 

applied to improve the execution of each stage of this structured approach. The use 

of tools and techniques should be supported by an enabling infrastructure and 

capabilities that support execution. Considerable care should be taken when using 

data in context or for a purpose other than that for which it was originally collected. 

Data and information are attributed to entities by people; hence we should consider 

being fact or truth. 

 

To improve decision making through the use of data and information the models 

reflected in the data and in the decision makers mental model should be as closely 

aligned to the entity about which the decision is being made as possible. People don’t 

necessarily take a rational approach to making decisions. We need to understand how 

individuals make decisions and what role data and information play in that process. 

To better understand this situation we need to understand what influences the degree 

to which decision makers use data to make decisions rather than judgment or 

intuition. This balance of approach depends on: Personality of the decision maker(s); 

Perceived reliability of the data; Type of decision; Experience / Expertise of decision 
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maker. Cognitive approaches to decision making can be flexible and deal with 

complexity, but must be aligned to the entity and decision being made. 

 

6.3 Recommendation for Further Research 

 

As the researcher reviewed the findings, it became apparent that there was a 

disconnect between the actual use of financial indicators and the perceived value of 

use in guiding financial information in decision making. Based on data collected 

from institutions that were using financial guide financial information in decision 

making with their governing boards, new questions emerged for future research. Four 

main areas could be studied: (a) motivators to a governing boards to promote 

financial indicator use in financial information in decision making, (b) barriers 

imposed by time constraints experienced by financial officers in using financial 

indicators, (c) competency levels of staff who support the financial officer’s 

preparing and reporting of financial indicators, and (d) the use of technology to 

streamline use of financial indicators. 

6.3.1 Motivators to Governing Boards to Promote Financial Indicator use 

In this study, governing boards facilitated the use of financial indicators and extent 

and direction of that use. While this finding makes logical sense, given the role of the 

president in leading the institution and in being the bridge between the financial 

officer and the governing board, it was surprising to the researcher. The importance 

of using financial indicators was not driven home to the board by the financial officer 

who brings the highest level of business acumen to an institution’s administration. 

Instead, the president acts as gatekeeper to the board as to what goes over the bridge 

and the financial data that is shared with the board to inform financial information in  

decision making. Because the board can be a major proponent or inhibitor of using 

financial indicators, further understanding of what motivates governing boards to use 

financial indicators would be useful in guiding their use in financial information in 

decision making. 
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6.3.2 Time as an Ongoing Barrier 

Because the theme of time seems to be a continued barrier for financial officers who 

use financial indicators to inform their governing boards, exploring in greater detail 

how time limitations can be overcome may provide financial officers with an ability 

to utilize financial indicators more effectively and more often. When governing 

boards had insufficient time to discuss financial issues, they tended to address the 

time barrier by adding meetings or lengthening meeting times. However, trustees did 

voice their need for sufficient time to understand the financial indicators being 

reported. 

 

6.3.3 Competency of Staff 

This is a noted barrier in the literature (Redenbaugh, 2005) with a recommendation 

for further professional development and hiring experienced accountants from public 

and private accounting firms. While this study did not explore professional 

development issues, it did, however, explore basic demographic data provided by the 

financial officers in regards to financial credentials and work experience.  These 

financial officers also held CPAs and MBAs. The depth of expertise within the 

finance office, however, was not examined beyond that of the financial officer. 

Given that the financial officers in this study prepare and report financial data to their 

boards, it is unclear whether this is due to the lack of expertise on staff, or whether 

financial officers prefer to prepare the data themselves. Understanding this further 

may address and alleviate the financial officers’ barrier of time that inhibits the use 

of financial indicators at their institutions. 

6.3.4 Technology to Support Financial Indicator use 

Only one financial officer in the study noted that a new computer system was being 

implemented that would provide more ready access to data and would result in 

greater ease in computing financial indicators. While the subject of technology did 

not come up except in this one case, the opportunity afforded by automated systems 

may be an untapped solution to financial indicator use. The literature review did not 

note technology as a barrier, although the focus in the literature has been on people 
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and not necessarily computer systems. Given the rapid technological improvements 

in the past ten years, this may be an area deserving further study. 
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APPENDIX I: QUESTIONNAIRES 

QUESTIONNAIRES 

Questionnaire on assessing the importance of financial information in managerial 

decision. 

 From: Halima Mpore (MzumbeUniversity Msc. A&F Dar Es Salaam Campus) 

To: Accounts & Finance Department (NSSF). 

I am conducting the research here at NSSF. 

The following questions will help me in writing a report on the Assessing the 

importance of financial information in managerial decision. The questions are purely 

academic purpose. I request you to fill them and hand back to me 

 

  Thank you in advance. 

  

Note; do not write your name 

Dear Respondent. 

Please read the following questions carefully and answer them as they apply to you 

and the information you will give will be confidential. 

 

PART A – 

Personal Particulars/ information 

Instruction:  Put a tick to the correct answer  

1. Gender:   Male                                  Female                      

 

 

2. Age   a)    16-25         b)   25 – 35                c) 36 – 45 

   d)   46-55              e)     55— 65                

3. Marital status 

i. Single 
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ii. Marriage 

iii. Separate 

iv. Divorce 

 

4. Level of Education  

i. Primary Education    

ii. Secondary Education  

iii. University/college 

iv. Other specify  

 

5. Working Experience 

i. Below one year  

ii. 1-5 years 

iii. 6-10 years 

iv. 11 year and above 

 

Questionnaires  

1. The use of financial information in the organization is very important 

 

Agree   Definitely  I don’t know I don’t agree  Definitely do not 

agree  

     

 

2. Several organization have taken place of financial management  in decision 

making in the past few years  
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Agree   Definitely  I don’t know I don’t agree  Definitely do not 

agree  

     

 

The Organizations Ensure Quality Final Accounts Procedure Every Year? 

 

Agree   Definitely  I don’t know I don’t agree  Definitely do not 

agree  

     

 

 

3. The effectiveness of decision which is made using financial information 

generally recognize accounting practice  

 

Agree   Definitely  I don’t know I don’t agree  Definitely do not 

agree  

     

 

4. Financial management is based on the principle of openness, integrity and 

accountability  

Agree   Definitely  I don’t know I don’t agree  Definitely do not 

agree  
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5. Are you of the opinion that financial management in decision making should 

be based on financial statements  

 

Agree   Definitely  I don’t know I don’t agree  Definitely do not 

agree  

     

 

6. Appropriate internal control consider the feature or characteristics of sound 

management in decision making  

 

Agree   Definitely  I don’t know I don’t agree  Definitely do not 

agree  

     

 

 

 

7. Quality information   measures to improve application of financial 

information in decision  

Agree   Definitely  I don’t know I don’t agree  Definitely do not 

agree  

     

 

 


