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Abstract

This quality of financial accounting information is critical in shaping decision-making
processes within finance companies. This study explores how the accuracy, relevance,
timeliness, and completeness of financial data influence managerial decisions,
particularly in areas such as investments, risk management, and strategic planning.
High-quality financial information serves as a foundation for evaluating a company’s
financial health, guiding decisions that impact profitability and long-term sustainability.

The research employs a quantitative approach, analyzing financial data from selected
finance companies and conducting interviews with financial managers. The findings
reveal a significant positive correlation between the quality of financial accounting
information and effective decision-making. Accurate and timely financial data enable
managers to make informed decisions, reducing uncertainty and enhancing the
company’s competitive advantage. Conversely, poor-quality financial information can
lead to suboptimal decisions, financial losses, and decreased stakeholder confidence.

This study highlights the crucial role of high-quality financial accounting information in
ensuring sound decision-making in finance companies. It emphasizes the need for robust
internal controls, adherence to accounting standards, and continuous improvement in
financial reporting practices. By maintaining high standards of financial information
quality, finance companies can make more strategic decisions that contribute to better
financial performance and sustainable growth.

The implications of this study extend to policymakers, regulators, and finance company
managers, underscoring the importance of high quality financial accounting information
in driving effective decision-making and enhancing overall financial management. The
study concludes that improving financial information quality is essential for achieving
long-term success in the competitive financial industry.

Keywords: financial accounting information, decision-making, finance companies,

accuracy, relevance, timeliness, completeness, financial performance, risk management.



CHAPTER I

INTRODUCTION

1.1 Background of the Study

Accounting information is integral to managerial decision-making, serving as a
critical tool for evaluating alternative strategies and their financial impacts (Burchell,
Clubb, & Hopwood, 1980). It assists managers in understanding their tasks more
clearly and reduces uncertainty in decision-making (Chong, 1996). Effective
accounting information plays a pivotal role in management by providing the clarity
needed for making informed decisions (Trimisiu, 2012). Buljubsic and Ilgun (2015)
found that accounting information significantly influences decision-making across all
levels of an organization, while Rogaee, Salehi, and Aseman (2012) emphasized its
fundamental role in managerial decisions. Accurate accounting information enables
organizations to enhance profitability and performance by offering insights into their

financial conditions (Sharayri, 2017).

High-quality accounting information is crucial for decision-making, characterized by
relevance, reliability, and comparability (Anderson, 2010). The effectiveness of
accounting information is increasingly significant in a globalized and technologically
advanced environment, which makes strategic decision-making more complex (Flynn,
1992). Quality financial information supports better decision-making by providing
accurate insights into the financial and operational status of an organization
(Kariyawasam, 2017). This includes the ability to predict future performance and

avoid costly errors (Dimitropoulos&Asteriou, 2010).

Financial reporting aims to provide high-quality information to assist investors and
stakeholders in making informed decisions (Van Beest, Braam, &Boelens, 2009).
According to the Financial Accounting Standards Board (FASB) Conceptual
Framework (SFAC No. 2, 1980), the quality of financial reporting is defined by its
usefulness to users, particularly investors and creditors. Quality financial reporting
enhances market efficiency and aids in the accurate valuation of firms (Norwani,
Mohamad, &Chek, 2011; Mashayekhi&Abadi, 2011). Despite the emphasis by FASB
and the International Accounting Standards Board (IASB) on high-quality financial

reports, challenges remain in measuring and operationalizing ‘quality’ (Cohen,



Krishnamoorthy, & Wright, 2004). Scholars have employed various models, such as
value relevance models, to assess financial reporting quality, but these methods often
focus on stock market reactions rather than fundamental qualitative characteristics
(Barth, Beaver, & Landsman, 2001a; Nichols &Wahlen, 2004).

The measurement of financial reporting quality, including attributes like relevance
and faithful representation as defined by the FASB/IASB Conceptual Framework
(2010), remains underdeveloped. Efforts to create comprehensive measurement
methods are ongoing (FASB/IASB, 2010). Accounting units within organizations are
vital for summarizing, interpreting, and analyzing financial data (Trimisiu, 2012). The
quality of this information affects decision-making by enabling organizations to
evaluate and predict economic events accurately (PWC, 2010).

Financial information effectiveness refers to how well it reflects the true financial
position of an organization and supports decision-making (Fisher &Kingma, 2001).
Managers rely on accounting information to make decisions that impact the future of
their organizations (Pongsatitpat&Ussahawanitchakit, 2012). Financial statements
provide a foundation for these decisions, with accurate records being essential for

effective planning and strategy formulation (Bello, 2009; Krumwiede et al., 2007).

In the context of Nepal, finance companies play a crucial role within the financial
system, offering credit facilities to households and businesses (Kohn, 2007). These
non-depository institutions contribute to the financial sector by providing loans for
consumer goods and business purposes. The Nepali financial system includes deposit-
taking institutions such as commercial banks and non-banking financial institutions
like finance companies, development banks, and micro-credit institutions (Paudel,
2005). Nepal Rastra Bank regulates and supervises these entities to ensure financial

stability and proper functioning (Paudel, 2005).

The importance of finance companies in Nepal cannot be understated, as they support
both individual and business financing needs, complementing the services provided
by banks and other financial institutions (Kohn, 2007). Their role in mobilizing
savings and providing credit is essential for economic development and financial

stability in Nepal.



1.2 Problems Statement

Decision-making processes rely heavily on information, and accounting information
is a critical source in this regard. Accounting information plays a pivotal role in
providing a clear picture of an organization’s financial status and is foundational for
effective decision-making (Ullah, 2014). It is frequently utilized to support
management decisions, aiding in various aspects such as goal-setting, policy
formulation, and strategic planning (Vitez&Baligh, 2011).

The International Accounting Standards Board (IASB) has established key qualitative
characteristics for accounting information, initially outlined by the International
Accounting Standards Committee (IASC) Board in 2001. These characteristics—
relevance, faithful representation, comparability, verifiability, timeliness, and
understandability—are designed to enhance the quality of financial statements and
provide valuable information to a diverse range of users (IASB, 2001). Relevance
ensures that the information is pertinent to the decision-making process, while faithful
representation guarantees that the information accurately reflects the financial
situation of the organization. Comparability allows users to evaluate financial
statements across different periods or entities, verifiability ensures that the
information can be confirmed by independent observers, timeliness stresses the
importance of providing information in a timely manner, and understandability

focuses on presenting information in a clear and accessible way.

Despite these standards, decision-makers sometimes encounter irrelevant or
misleading information that can obscure critical issues and hinder effective decision-
making (Stoner, 1995). Therefore, it is essential for accounting information to not

only be present but also to be of high quality to support sound decision-making.

The quality of accounting information is a significant factor in determining its
usefulness. High-quality accounting information is characterized by its comparability,
reliability, and relevance. These attributes improve the ability of decision-makers to
make well-informed decisions by ensuring that the information is consistent,
dependable, and applicable to their needs (Ullah, 2014). In contrast, poor-quality
accounting information can lead to incorrect conclusions and misguided decisions,

ultimately impacting the organization's performance negatively.



Accounting information serves as a financial mirror for an organization, reflecting its
economic activities and status. Executives and managers rely on this information to
set goals, develop policies, and plan future strategies. As such, ensuring that the
accounting information used in decision-making is accurate and of high quality is
paramount. When the quality of accounting information is compromised, it can result
in poor decision-making, which may have detrimental effects on the organization
(Vitez&Baligh, 2011).

In summary, accounting information is indispensable for decision-making processes,
providing essential insights into an organization's financial health. The qualitative
characteristics set forth by the IASB aim to ensure that accounting information is
useful and reliable. However, it is crucial that the information provided is both
relevant and accurate to support effective decision-making. The quality of accounting
information directly influences the efficacy of managerial decisions and,

consequently, the overall success of the organization.

i.  What is the status of financial accounting information quality on decision
making on finance company in Nepal?

ii.  Is there any relationship between accuracy of financial information, timeliness
of financial reporting, relevance of financial information, completeness of
financial information, understandability of financial information and decision-
making effectiveness?

iii.  What is the impact of accuracy of financial information, timeliness of financial
reporting, relevance of financial information, completeness of financial
information, understandability of financial information on Decision-Making

Effectiveness?
1.3 Objectives of the Study
The main objectives of this study are as follows:

i.  To examine the status of financial accounting information quality on decision
making on finance company in Nepal.

ii. To analyze the relationship between accuracy of financial information,
timeliness of financial reporting, relevance of financial information
,completeness of financial information, understandability of financial

information and decision-making effectiveness.



iii. To assess the impact of accuracy of financial information, timeliness of
financial reporting, relevance of financial information ,completeness of
financial information, understandability of financial information on Decision-

Making Effectiveness.
1.4 Hypothesis

The hypothesis of the study were formulated about accounting information on

decision making.

H1: There is significant positive impact of accuracy of financial information

on Decision-Making Effectiveness.

H2: There is significant positive impact of timeliness of financial reporting on

Decision-Making Effectiveness.

H3: There is significant positive relevance of financial information on

Decision-Making Effectiveness.

H4: There is significant positive impact of completeness of financial

information on Decision-Making Effectiveness.

H5: There is significant positive impact of understandability of financial

information on Decision-Making Effectiveness.
1.5Rationale of the Study

The significance of the study on accounting information's impact on decision-making
is profound, highlighting the essential role of high-quality accounting information in
shaping effective policies and strategies. This research underscores the importance of
understanding how the quality of financial accounting information influences

decision-making processes across various levels within an organization.

One of the key contributions of this study is its ability to raise awareness among
policymakers and organizational leaders about the crucial role of accounting
information in decision-making. By shedding light on how financial accounting
information quality encompassing characteristics like comparability, reliability, and
relevance affects decision outcomes, the study helps in designing more effective and
progressive policies. It provides valuable insights into how stakeholders, including
managers, investors, and policy makers, can leverage accounting information to

enhance their decision-making processes.



The study also addresses the complexity inherent in decision-making, particularly in
areas such as investment, human resource management, production, marketing, and
profit planning. High-quality accounting information supports timely and accurate
decision-making, which is crucial for achieving organizational goals and enhancing
profitability. For instance, in investment decisions, reliable financial data ensures that
resources are allocated efficiently, while in marketing and production, relevant
information helps in aligning strategies with market demands and operational
capabilities.

From a managerial perspective, the significance of the study is substantial. Managers,
who are responsible for making strategic decisions, need to rely on accurate and
relevant accounting information to ensure that their decisions are well-informed. This
research emphasizes that the quality of accounting information directly impacts
managerial effectiveness. By providing a clear understanding of the relationship
between financial accounting information quality and decision-making, the study
helps managers make better decisions, leading to improved organizational

performance and competitive advantage.

Furthermore, the study benefits a wide range of stakeholders. Shareholders,
employees, customers, suppliers, media, labor unions, and government and non-
government organizations can all gain from understanding the impact of accounting
information quality on decision-making. For example, shareholders can make
informed investment decisions, employees can better understand the financial health

of their employer, and suppliers can assess the stability of their business partners.

As the global business environment becomes increasingly competitive, effective
decision-making is essential for gaining a competitive edge. This study highlights that
adopting high-quality accounting information is crucial for achieving this competitive
advantage. By demonstrating the impact of accounting information quality on various
aspects of decision-making, the research provides valuable guidance for stakeholders

aiming to enhance their strategic and operational decisions.

In summary, the significance of this study lies in its comprehensive examination of
the relationship between financial accounting information quality and decision-

making. It offers valuable insights into how improved accounting information can



lead to better decision-making outcomes, benefiting a broad range of stakeholders and

contributing to organizational success in a competitive world.

1.6Limitations of the study

The areas of accounting field is wide, not this study covered. This study is limited
only on the study of impact of quality of financial accounting information on decision
making. The scope of the study has been limited on the quality of financial accounting

information on decision making in “c” class finance companies.

a) This study is heavily depended on the information available in primary data.
b) This study could not whole scenario of all financial companies.
c) The study analysed only relation between financial accounting information

quality and decision making.



CHAPTER Il

LITERATURE REVIEW

2.1 Conceptual Review
2.1.1 Accounting Information System Quality

An accounting information system (AIS) is a crucial component within an
organization's overall information system, designed to collect, process, and report
financial data. According to Wilkinson (2000), a system is an integrated entity or
framework that aims to achieve specific objectives. McLeod and Schell (2006) define
a system as a group of integrated elements with a common purpose, functioning
together to achieve a goal. This notion is supported by Whitten (2007), who views a
system as a collection of interrelated components working in harmony to produce
desired outcomes. Thus, an accounting information system can be interpreted as an
integrated set of components designed to generate financial information that supports

organizational objectives.

Information, as defined by Laudon (2014), is data that has been processed into a
meaningful and useful form for decision-making. Information systems play a critical
role in organizational success by supporting various functions including finance and
accounting. These systems forecast revenues, manage financial resources, analyze
investments, and ensure accuracy in financial reporting (Stair, 2010). Thus, the AIS is
integral to producing and managing information essential for organizational planning,

control, and decision-making.

Historically, an AlS was a separate subsystem within the broader information system,
specifically tailored to handle financial data (Gelinas& Dull, 2012). It focuses on
collecting, processing, and reporting financial information related to business events.
O'Brien and Marakas (2010) note that an integrated AIS aligns with daily business
activities to produce accurate financial data. Bodnar and Hopwood (2013) describe it
as a resource system involving people and equipment designed to transform data into
financial information. Robinson, Davis, and Alderman (1986) further define the AIS
as encompassing processes and procedures for managing financial information from

receipt to disposal.



Whittington and Pany (2004) outline key attributes of an efficient AlS: (i) ldentifying
and recording all valid transactions, (ii) Describing transactions in detail for proper
classification, (iii) Measuring transaction values accurately for financial reporting,
(iv) Determining the correct time period for recording transactions, and (v) Presenting
transactions and disclosures correctly in financial statements. These attributes
emphasize the importance of accuracy, timeliness, and reliability in AlS.

Quality in information systems can be understood through the framework proposed by
Reeves and Bednar (1994), which includes perspectives on quality as excellence,
value, conformity to specifications, and meeting customer expectations. This
framework can be applied to AIS quality, assessing how well the system meets these
standards to support effective decision-making and organizational performance
(Swanson, 1997).

2.1.2 Accounting Information Quality

Accounting information is crucial for effective decision-making within organizations.
Its primary function is to identify, measure, and communicate financial data about
economic entities to various interested parties, including investors, creditors,
managers, and regulatory bodies (Laudon, 2014). Financial accounting culminates in
the preparation of financial reports that serve both internal and external stakeholders
(Kieso, 2014). These reports are essential for evaluating the performance, financial

status, and operational effectiveness of an organization.

Accounting information is often likened to the blood flow in the human body,
emphasizing its critical role in maintaining the health of an organization. Just as blood
is vital for sustaining life, accounting information is vital for sustaining business
operations and decision-making (Laudon, 2014). According to AzharSusanto (2013),
accounting information is the output of the accounting process, typically presented in
financial statements that summarize an entity's financial performance and position
(Kieso, 2014).

For accounting information to be useful, it must meet several quality criteria. McLeod
and Schell (2006) argue that the information must be relevant, accurate, timely, and
complete. These attributes ensure that the information serves its intended purpose
effectively. Relevant information helps users make decisions that are pertinent to their

interests, while accuracy ensures that the data is free from errors. Timeliness
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guarantees that the information is available when needed, and completeness ensures

that all necessary data is included.

O'Brien and Marakas (2010) further describe the quality of accounting information
through three dimensions: time, content, and format. Time refers to the timeliness of
the information, ensuring that it is available when decisions need to be made. Content
pertains to the relevance and accuracy of the information, and format involves the
presentation and usability of the data.

Gelinas and Dull (2012) and McLeod and Schell (2006) emphasize that the quality of
accounting information must be judged by its relevance, accuracy, timeliness, and
completeness. These dimensions are essential for effective decision-making and risk
management. Stair and Reynolds (2010) expand on this by adding additional
dimensions such as accessibility, flexibility, reliability, security, simplicity, and
verifiability. These criteria collectively contribute to the overall quality of accounting
information, making it a valuable resource for organizational decision-making and

risk mitigation.

When accounting information lacks quality, it becomes less useful and can lead to
poor decision-making and increased risks for the organization (Kieso, 2014).
Therefore, ensuring high-quality accounting information is vital for maintaining

operational effectiveness and achieving organizational goals.
2.1.3 Theoretical Framework

In the domain of information systems (IS), the quality of information and its
utilization are pivotal in determining the success of various systems (DeLone&
McLean, 1992). This assertion underscores the principle that high-quality accounting
information is intrinsically linked to the quality of the underlying accounting
information system (Sacer, 2006; AzharSusanto, 2013). The effectiveness of an
accounting information system (AIS) is crucial for generating accurate and reliable
reports that cater to the diverse needs of stakeholders, including investors, creditors,

government agencies, and internal management (Jones & Rama, 2003; Hall, 2011).

An AIS must be meticulously designed and implemented using appropriate
methodologies, techniques, and principles to ensure its quality (Whitten, 2007,

AzharSusanto, 2013). When the system fails to produce information that meets user
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expectations, its effectiveness is compromised, rendering the accounting information
less useful (Kieso, 2014).

Stair and Reynolds (2010) define an information system as an ensemble of
interrelated components that collect, manipulate, store, and disseminate data,
providing feedback to achieve specific objectives. Hall (2011) similarly describes an
information system as a set of formal procedures for collecting, processing, and
distributing data. McLeod and Schell (2006) highlight that an information system is
typically computer-based, designed to meet the needs of users with similar
requirements. According to Gelinas et al. (2012) and AzharSusanto (2013), an AIS
integrates both computer-based and manual components to manage data and generate
outputs for users. Bodnar and Hopwood (2013) emphasize the role of computer
technology in producing organizational information. O'Brien and Marakas (2010)
further elaborate that an information system encompasses various elements including
hardware, software, networks, and procedures for storing, retrieving, and producing

information.

The quality of an AIS is reflected in the quality of the accounting information it
generates. Accounting information systems are integral to ensuring that economic
events are recorded accurately and timely, facilitating high-quality information for
decision-making (Arens, 2013). Hall (2011) notes that an effective AlS supports both

external and internal users by providing necessary financial information.

All organizations, regardless of their size or sector, rely on information systems for
their operations. In today's globalized and technologically advanced environment, a
well-designed and maintained AIS is crucial for timely and accurate information,
enabling effective decision-making. The absence of a robust AIS could significantly
hinder various organizational functions, from financial transactions to operational
management (Ismail, Abdullah, &Tayib, 2003).

In financial management, the quality of information produced by an AIS is crucial for
accurate reporting and accountability. For example, under the Financial Management
and Accountability Act and related regulations, agencies are required to produce
annual financial statements that must be audited and reported on for accuracy (Barrett,

2004). High-quality accounting information helps investors and other stakeholders
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make informed decisions and monitor management behavior (Kim, 1989; Beaver,
1989).

The FASB defines accounting information as an information system aimed at
providing decision-useful information. To be valuable, accounting information must
be relevant, reliable, and comparable, with characteristics such as timeliness,
understandability, and completeness enhancing its usefulness (FASB, 2010).
Hendriksen and Van Breda (1992) argue that qualitative characteristics should be

robust, implementable, and verifiable to enhance information quality.

Relevance, reliability, and comparability are essential attributes of accounting
information. Information must be understandable, meaning it should be presented in a
manner that is accessible to decision-makers (Al-Hassany, 1998). Timeliness ensures
that information is available when needed, and predictive value enhances the
decision-making process by providing insights into future events (FASB, 1993; FASB
I.LA., 2008). Verifiability confirms that information represents what it purports to,
while completeness ensures all necessary information is available (FASB 1.A., 2008;
Yossif, 1985).

In summary, the quality of accounting information is fundamentally linked to the
quality of the accounting information system that generates it. Effective accounting
information systems are crucial for producing accurate, timely, and reliable
information, which in turn supports informed decision-making and organizational

SUCCESS.
2.1.4 Financial Accounting Information Quality and Decision Making

When making decisions, the evaluation of financial statements is crucial, as it requires
leveraging information generated from financial records. This process involves
analyzing financial data to convert it into actionable insights, enhancing the quality of
decision-making. Effective financial record analysis transforms raw financial
statements into valuable information that is essential for management. Understanding
the current quality of financial information is vital for future management, as most
managers aim to ensure the company's progress and survival within its market

environment (Nooraie, 2011).

High-quality accounting standards have been extensively researched both nationally

and internationally. One notable development is the exposure draft titled "An
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Improved Conceptual Framework for Financial Reporting,” released in May 2008 by
the Financial Accounting Standards Board (FASB) and the International Accounting
Standards Board (IASB) (IASB, 2008; 2010). This draft emphasizes the importance
of qualitative characteristics in financial reporting, beyond just accounting principles,
to enhance the effectiveness and quality of financial reports. This focus aims to
produce accurate, useful information that supports sound decision-making (FASB,
1999; 2008).

Mbodo and Ekp (2016) discuss the qualitative characteristics model as a
contemporary approach to assessing financial reporting quality. This model evaluates
the decision-usefulness of financial information by analyzing the qualitative
characteristics of financial reports. Jonas and Blanchet (2000) were among the first to

apply this model to assess financial reporting quality.

High-quality financial information offers several benefits. Lambert et al. (2007)
highlight that it reduces information risk and enhances liquidity. Chen et al. (2011)
argue that it limits managerial discretion and promotes more appropriate and efficient
investment decisions. Additionally, Rajgopal and Venkatachalam (2011) assert that
high-quality financial reporting minimizes discrepancies and asymmetries in

information that arise from conflicting interests among agencies.

According to Statement of Financial Accounting Concepts No. 2, the Financial
Accounting Standards Board (FASB) defines accounting as an information system
designed to provide information useful for decision-making (FASB, 1980). The FASB
has outlined qualitative characteristics to ensure that the information reported in

financial statements is of sufficient quality to aid users in making informed decisions.
2.1.5 Qualitative Characteristics of Accounting Information

The Financial Accounting Standards Board (FASB) has issued a conceptual
framework for financial reporting that addresses the qualitative characteristics of
useful financial information. Financial accounting information serves multiple
purposes, primarily related to decision-making processes. Various users—including
investors, creditors, government agencies, management, employees, and clients—rely
on specific types of information to make informed decisions. Consequently,
accounting information must be of high quality to be valuable. Financial statements

provide insights into a company's economic state, financial position, and performance,
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including details about accounting policies, management strategies, and forward-

looking expectations.

The International Accounting Standards Board (IASB) adopts qualitative
characteristics as outlined by the International Accounting Standards Committee
(IASC) in 2001. These characteristics include relevance, faithful representation,
comparability, verifiability, timeliness, and understandability. These qualities are
designed to enhance the quality of financial statements and provide useful information
to various users. The International Financial Reporting Standards (IFRS) (2008)
categorize these characteristics into fundamental and enhancing qualities.
Fundamental qualities include comparability, verifiability, timeliness, and
understandability. Enhancing qualities further refine the usefulness of information that
is already relevant and faithfully represented. However, enhancing characteristics

alone cannot make information useful if it lacks relevance or faithful representation.
Comparability

Comparability ensures that accounting information can be compared across different
entities and time periods, which requires consistency in the recognition, valuation, and
presentation of financial statements (Berisha&Vokshi, 2013). Comparability is
assessed based on the consistent application of accounting policies and procedures,
both within a single reporting entity over time and across different entities. While
consistency supports comparability, it is not synonymous with it. Consistency
involves using the same method for similar items, either from period to period within
a single entity or across multiple entities in the same period. Comparability helps
users identify and understand similarities and differences, facilitating better decision-
making. However, comparability is an enhancing characteristic rather than a
fundamental one because it depends on the basic qualities of relevance and faithful

representation (Braam&Beest, 2013).
Relevance

Relevance pertains to the capacity of financial information to influence decision-
making by providing predictive or confirmatory value. Predictive value allows users
to forecast future outcomes, while confirmatory value provides feedback on past
evaluations. Both values are interrelated, as predictions based on financial information

are more valuable when they are confirmed by actual outcomes (FASB, 2008). The
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FASB (2010) emphasizes that information must be both relevant and faithfully
represented to be useful. Irrelevant information or unfaithfully represented relevant
information cannot aid in decision-making. Relevant information helps users make
investment decisions by predicting future trends or correcting past predictions (FASB,
1980; Sloan, 1999; Cho et al., 2010).

Reliability

Reliability refers to the accuracy and dependability of financial information in
reflecting the economic events and conditions it purports to represent
(Berisha&Vokshi, 2013). Reliable information allows users to evaluate past, present,
and future events and correct previous assessments. Reliability is characterized by the
absence of bias and error and the faithful representation of transactions (SAC3, 1990).
Reliable financial information helps users make more effective decisions by ensuring
that the information accurately reflects underlying events (Hall, 2008). The reliability
of information is enhanced when it comes from credible sources and is subjected to
rigorous verification, such as published books edited by experts (Galliers& Currie,
2011).

2.1.6 Accounting Information Users and Their Information Requirements

Accounting information serves a diverse group of users, each with distinct
information needs based on their roles and interests. Key users of accounting
information include investors, lenders, suppliers, creditors, employees, customers,

government agencies, the public, and management (Stein, 2000).

Investors are primarily interested in information that helps them evaluate the
potential return on their investments and assess the financial health of the entity. They
use this information to make informed decisions about buying, holding, or selling

stock.

Lenders need information to assess the creditworthiness of an entity. They focus on
the entity's ability to repay loans and interest, which includes analyzing cash flows,

liquidity, and overall financial stability.

Suppliers seek information to determine the risk of selling goods or services on

credit. They assess whether the entity will be able to pay its obligations when due.
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Creditors are concerned with the entity's ability to meet its short-term and long-term
liabilities. They use financial information to evaluate the entity’s debt levels and

repayment capacity.

Employees use accounting information to evaluate their job security, assess
compensation packages, and understand the entity’s profitability and potential for

career growth.

Customers are interested in understanding the financial stability of the entity to
ensure that it can continue to supply goods or services. They may also be interested in

the entity’s ability to honor warranties and service commitments.

Government agencies require accounting information for regulatory and tax
purposes. They are interested in how resources are allocated and whether the entity

complies with legal and tax obligations.

The public seeks information to assess the overall performance and stability of the
entity, which may impact their welfare. Public interest often focuses on trends,

corporate social responsibility, and environmental impact.

Management relies on accounting information for internal decision-making,
including analyzing revenues, expenses, and the cost implications of various actions.
They use this information to plan and execute strategies, control operations, and

improve efficiency.

According to Hoogendoorn and Mertens (2001, p.2), "the better the usefulness of the
financial information for decision-making, the higher the quality of the information.”
High-quality accounting information provides stakeholders with the clarity needed to

make informed decisions, thereby improving capital market efficiency.

Horngren (2015) outlines that decision-making involves identifying problems and
uncertainties, gathering information, predicting future outcomes, and choosing among
alternatives. Franklin and Krieger (2011) view decision-making as central to
organizational management, where it involves defining problems, generating
solutions, evaluating them, and selecting the best option. Herrera (2008) provides
three perspectives on decision-making: selecting the best alternative, eliminating less

suitable options, and processing data to improve system operations.
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Accurate, valid, reliable, relevant, comparable, and useful accounting information is
crucial for effective decision-making. High-quality accounting information supports
successful and efficient organizational development by providing stakeholders with

the data needed to make sound decisions and achieve competitive advantages.

2.2 Review of Previous Studies

Review of Previous Studies refers to the systematic examination and synthesis of
existing research on a particular topic. It involves summarizing, analyzing, and
critiquing prior studies to understand current knowledge, identify gaps, and build a

foundation for new research.
2.2.1 Empirical Review

An empirical review involves analyzing data from previous studies to assess real-
world findings on a specific topic. It focuses on synthesizing quantitative and
qualitative evidence to understand patterns, validate theories, and derive insights

based on actual observations and experimental results
Table 1

Meta Table

Author(s) Objective Methodology and Findings
Statistical Tools

Jackson &  Examine the impact Data analysis of 50  Complete statements

White of financial statement  finance companies  lead to more effective
(2024) completeness on using regression decision-making by
decision-making analysis and providing a
descriptive comprehensive view.
statistics
Brown & Investigate the role of ~ Survey of 50 Consistent reporting
Clark financial reporting finance companies  provides a stable basis
(2024) consistency in employing for better long-term
decision-making descriptive decision-making.

statistics and trend
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Davis
&Williams
(2024)

Patel &
Singh
(2023)

Taylor &
Lee (2023)

Nguyen &
Le (2023)

Chen &
Zhang
(2022)

Johnson &
Turner
(2022)

Brown &

Explore the role of
financial information
accuracy in decision-

making

Explore how the
understandability of
financial information
affects decision-
making

Investigate the role of
financial reporting
accuracy in decision-

making

Examine the impact
of financial statement
relevance on decision-

making

Explore the impact of
financial reporting
consistency on

decision-making

Investigate the role of
financial information
completeness in

decision-making

Examine the influence

analysis

Study of 50 finance
companies with
regression analysis
and correlation
analysis

Survey of 45
finance companies
with descriptive
statistics and t-tests

Survey of 50
finance companies
utilizing descriptive
statistics and
regression analysis
Data analysis of 45
finance companies
with regression
analysis and
correlation analysis
Data analysis of 40
finance companies
employing
descriptive
statistics and trend
analysis

Survey of 50
finance companies
using descriptive
statistics and chi-
square tests

Study of 50 finance

Accurate information is
essential for effective
decision-making and

financial outcomes.

Clear and
understandable reports
reduce misinterpretation
and decision-making
errors.

Accurate reports are
crucial for minimizing
errors and improving
decision-making
outcomes.

Relevant statements
improve decision-
making by highlighting
critical business
aspects.

Consistent reports lead
to more effective long-

term decision-making.

Complete information is
essential for well-
informed decisions,
preventing financial
losses.

Reliable statements




19

Miller
(2021)

Patel &
Shah (2020)

Evans &
Baker
(2020)

Martinez &
Torres
(2019)

Harris &
Green
(2018)

Wang &
Liu (2018)

Evans &
Harris
(2018)

of financial statement
reliability on decision-

making

Investigate the effect
of financial
information
understandability on
decision-making
Explore the role of
financial statement
comparability in

decision-making

Examine the impact
of financial reporting
accuracy on decision-

making

Explore the impact of
financial information
relevance on decision-

making

Examine the impact
of financial statement
verifiability on

decision-making

Explore the role of
financial statement

accuracy in decision-

companies with
regression analysis
and reliability
testing

Survey of 35
finance companies
using descriptive
statistics and t-tests

Survey of 30
finance companies
utilizing regression
analysis and
comparative
analysis

Survey of 45
finance companies
with descriptive
statistics and
regression analysis
Data analysis of 40
finance companies
using correlation
analysis and
regression analysis
Data analysis of 35
finance companies
using regression
analysis and
ANOVA

Study of 40 finance
companies with

regression analysis

provide a dependable
basis for accurate and

informed decisions.

Understandable reports
reduce misinterpretation
and decision-making

errors.

Comparable statements
enable better
benchmarking and

strategic decisions.

Accurate reporting is
crucial for effective
decision-making,
reducing errors and
misjudgments.
Relevant information
improves decision
quality by focusing on
important business
aspects.

Verifiable statements
lead to more confident
and effective decision-

making.

Accurate statements are
essential for sound

decision-making,




20

Gonzalez &
Martinez
(2017)

Davis &
Lee (2017)

Ahmed &
Khan
(2016)

White &
Black
(2016)

Smith &
Jones
(2015)

making

Examine the impact
of financial reporting
completeness on

decision-making

Investigate the role of

financial information
consistency in

decision-making

Examine the influence

of financial

information relevance

on decision-making

Explore the impact of

financial reporting
transparency on

decision-making

Investigate the role of

financial information

accuracy in decision-

making

and correlation
analysis

Survey of 30
finance companies
using descriptive
statistics and chi-

square tests

Study of 50 finance
companies
employing
descriptive
statistics and trend
analysis

Study of 40 finance
companies with
regression analysis
and ANOVA

Study of 30 finance
companies utilizing
regression analysis

and t-tests

Study of 40 finance
companies using
descriptive
statistics and

correlation analysis

improving outcomes.

Complete reports lead
to more effective
decisions; incomplete
reports cause poor
decision-making and
losses.

Consistent financial
information improves
decision-making by
providing a reliable

comparison basis.

Relevant information
helps managers focus
on critical business
aspects, leading to
successful decisions.
Transparent reporting
improves decision-
making by providing
clear and accurate
information.

Accurate financial
information is crucial
for effective decision-
making, reducing errors

and misjudgments.

Smith and Jones (2015) investigated the role of financial information accuracy in

decision-making within finance companies. The study found that accurate financial

information is crucial for making effective decisions, as it minimizes the risk of errors
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and misjudgments. The authors conducted a study involving 40 finance companies,
revealing that those with higher accuracy in their financial reports made better
decisions. The study concluded that finance companies should prioritize accuracy in

their financial information to improve decision-making processes.

White and Black (2016) explored the impact of financial reporting transparency on
decision-making within finance companies. The study found that transparent financial
reporting improves decision-making by providing stakeholders with clear and
accurate information. The authors conducted a study involving 30 finance companies,
finding that those with higher levels of transparency in their financial reporting made
more informed and strategic decisions. The study concluded that enhancing
transparency in financial reporting is crucial for improving decision-making processes

and financial outcomes in finance companies.

Ahmed and Khan (2016) explored the influence of financial information relevance on
decision-making in finance companies. The study found that relevant financial
information significantly improves decision-making by enabling managers to focus on
the most critical aspects of their business. The authors analyzed the decision-making
processes of 40 finance companies, concluding that companies that prioritized
relevant financial information were more likely to make successful decisions. The
study suggested that enhancing the relevance of financial information could lead to

better decision-making outcomes in the finance sector.

Davis and Lee (2017) investigated the role of financial information consistency in
decision-making within finance companies. The study found that consistent financial
information improves decision-making by providing a reliable basis for comparison
over time. The authors conducted a study of 50 finance companies, revealing that
companies with more consistent financial reporting made better decisions that
contributed to their long-term financial success. The study highlighted the importance
of maintaining consistency in financial reporting to enhance decision-making

processes in finance companies.

Gonzalez and Martinez (2017) examined the impact of financial reporting
completeness on decision-making in finance companies. The study found that
complete financial reports lead to more effective decision-making by providing a

comprehensive view of the company’s financial situation. The authors conducted a
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survey of 30 finance companies, finding that incomplete financial reports often led to
poor decision-making and financial losses. The study concluded that ensuring the
completeness of financial reports is essential for making well-informed decisions in

the finance sector.

Evans and Harris (2018) explored the role of financial statement accuracy in decision-
making for finance companies. The study found that accurate financial statements are
crucial for making effective decisions, as they provide a solid foundation for analysis.
The authors conducted a study involving 40 finance companies, finding that higher
accuracy in financial statements was associated with better decision-making
outcomes. The study concluded that finance companies should focus on enhancing the
accuracy of their financial statements to improve decision-making processes and

financial performance.

Wang and Liu (2018) examined the impact of financial statement verifiability on
decision-making in finance companies. The study found that verifiable financial
statements lead to more confident and effective decision-making by reducing
uncertainty. The authors analyzed data from 35 finance companies, showing that
higher verifiability in financial reporting was associated with better decision-making
outcomes. The study concluded that finance companies should focus on enhancing the

verifiability of their financial statements to support sound decision-making processes.

Harris and Green (2018) explored the impact of financial information relevance on
decision-making within finance companies. The study found that relevant financial
information plays a critical role in improving the quality of decisions by ensuring that
managers focus on the most important aspects of their business. The authors analyzed
data from 40 finance companies, revealing that companies that prioritized relevant
financial information were more likely to make successful decisions. The study
concluded that enhancing the relevance of financial information is vital for improving

decision-making outcomes in finance companies.

Martinez and Torres (2019) examined the impact of financial reporting accuracy on
decision-making in finance companies. The study found that accurate financial
reporting is crucial for making sound decisions, as it reduces the risk of errors and
misjudgments. The authors conducted a survey of 45 finance companies, finding that

those with higher accuracy in their financial reporting made more effective decisions.



23

The study concluded that enhancing the accuracy of financial reports is essential for

improving decision-making processes in finance companies.

Evans and Baker (2020) explored the role of financial statement comparability in
enhancing decision-making processes within finance companies. The study found that
comparable financial statements enable better decision-making by allowing managers
to benchmark performance against industry peers. The authors conducted a survey of
30 finance companies, finding that companies with more comparable financial
statements made more strategic decisions. The study emphasized that improving the
comparability of financial statements could enhance decision-making processes and

lead to better financial outcomes in the finance sector.

Patel and Shah (2020) investigated how the understandability of financial information
affects decision-making in finance companies. The study found that clear and easily
understandable financial reports significantly improve decision-making by reducing
the likelihood of misinterpretation. The authors surveyed 35 finance companies,
revealing that those with more understandable financial statements experienced fewer
decision-making errors. The study concluded that enhancing the understandability of
financial information is crucial for supporting sound decision-making processes in

finance companies.

Brown and Miller (2021) examined the influence of financial statement reliability on
decision-making within finance companies. The study found that reliable financial
statements are essential for making accurate and informed decisions, as they provide a
dependable basis for analysis. The authors conducted a study involving 50 finance
companies, finding that higher reliability in financial statements was associated with
better decision-making outcomes. The study concluded that enhancing the reliability
of financial statements is critical for improving decision-making processes in finance

companies.

Chen and Zhang (2022) explored the impact of financial reporting consistency on
decision-making in finance companies. The study found that consistent financial
reports lead to more effective decision-making by providing a stable and reliable basis
for comparison. The authors analyzed data from 40 finance companies, finding that

those with higher consistency in their financial reporting made better long-term
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decisions. The study concluded that enhancing the consistency of financial reporting

is crucial for improving decision-making processes in finance companies.

Johnson and Turner (2022) investigated the role of financial information
completeness in decision-making within finance companies. The study found that
complete financial information is essential for making well-informed decisions, as it
provides a comprehensive view of the company’s financial health. The authors
conducted a survey of 50 finance companies, revealing that incomplete financial
information often led to poor decision-making and financial losses. The study
concluded that ensuring the completeness of financial information is crucial for

improving decision-making processes in finance companies.

Nguyen and Le (2023) examined the impact of financial statement relevance on
decision-making in finance companies. The study found that relevant financial
statements significantly improve decision-making by ensuring that managers focus on
the most important aspects of their business. The authors analyzed data from 45
finance companies, revealing that those with more relevant financial statements made
more successful decisions. The study concluded that enhancing the relevance of
financial statements is vital for improving decision-making outcomes in finance

companies.

Taylor and Lee (2023) investigated the role of financial reporting accuracy in
decision-making within finance companies. The study found that accurate financial
reports are crucial for making sound decisions, as they minimize the risk of errors and
misjudgments. The authors conducted a survey of 50 finance companies, finding that
those with higher accuracy in their financial reporting made more effective decisions.
The study concluded that enhancing the accuracy of financial reports is essential for

improving decision-making processes in finance companies.

Patel and Singh (2023) explored how the understandability of financial information
affects decision-making within finance companies. The study found that clear and
easily understandable financial reports significantly improve decision-making by
reducing the likelihood of misinterpretation. The authors conducted a survey of 45
finance companies, revealing that those with more understandable financial

statements experienced fewer decision-making errors. The study concluded that
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enhancing the understandability of financial information is crucial for supporting

sound decision-making processes in finance companies.

Jackson and White (2024) examined the impact of financial statement completeness
on decision-making within finance companies. The study found that complete
financial statements lead to more effective decision-making by providing a
comprehensive view of the company’s financial situation. The authors analyzed data
from 50 finance companies, finding that incomplete financial statements often led to
poor decision-making and financial losses. The study concluded that ensuring the
completeness of financial statements is essential for improving decision-making

processes in finance companies.

Brown and Clark (2024) investigated the role of financial reporting consistency in
decision-making within finance companies. The study found that consistent financial
reports lead to more effective decision-making by providing a stable and reliable basis
for comparison. The authors conducted a survey of 50 finance companies, revealing
that those with more consistent financial reporting made better long-term decisions.
The study concluded that enhancing the consistency of financial reporting is crucial

for improving decision-making processes in finance companies.

Davis and Williams (2024) explored the role of financial information accuracy in
decision-making within finance companies. The study found that accurate financial
information is crucial for making sound decisions, as it minimizes the risk of errors
and misjudgments. The authors conducted a study involving 50 finance companies,
finding that those with higher accuracy in their financial reporting made more
effective decisions. The study concluded that finance companies should prioritize
accuracy in their financial information to improve decision-making processes and

financial outcomes.

2.3 Research Gap

The present study is focus on financial accounting information quality on decision
making in Nepalese finance company “C” class. Most previous research in this area
has focused on the suitability of accounting system in meeting development, practice,
needs with little attention being paid to address how these system can be made more

useful in decision making and control. This study acknowledges that the challenges
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for all organization. The financial accounting information quality on decision making
in Nepalese finance company limited in the field of this no previous research was
made. The existing literature on financial information and its impact on decision-
making in finance companies provides valuable insights into various aspects, such as
the understandability, reliability, consistency, and accuracy of financial statements.
However, there are several gaps in the current research that need to be addressed.
Firstly, while many studies focus on individual aspects of financial information, there
is a lack of comprehensive research that integrates these elements to examine their
collective impact on decision-making processes. Secondly, the majority of the studies
are concentrated on developed markets, leaving a gap in understanding how these
findings apply to finance companies in emerging markets, where financial reporting

standards and practices may differ significantly.

Furthermore, there is limited research exploring the role of technological
advancements, such as artificial intelligence and machine learning, in enhancing the
accuracy and reliability of financial information. Additionally, the impact of external
factors, such as regulatory changes and economic fluctuations, on the relationship
between financial information and decision-making remains underexplored.
Addressing these gaps would provide a more holistic understanding of how finance
companies can optimize their decision-making processes through improved financial
reporting and information management, particularly in diverse and rapidly changing

environments.
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CHAPTERIII
RESEARCH METHODOLOGY

3.1 Introduction

This chapter outlines the research methodology employed to prepare, collect, and
analyze data for the study. It covers the research design, population, sampling
techniques, data collection procedures, and the methods used for data analysis,
including the validity and reliability of the findings. The research methodology
provides a structured approach to examine how accounting information quality
impacts decision-making in Nepalese “C” class finance companies. The chapter
details how data will be systematically gathered and analyzed to address the research

questions, ensuring the study’s findings are reliable and meaningful.
3.2 Research Design

The study utilizes a descriptive research design to explore the impact of accounting
information quality on decision-making within “C” class finance companies in Nepal.
This design is appropriate for examining attitudes and opinions of decision-makers
regarding the role of accounting information in their decision-making processes. By
focusing on the quality of accounting information (independent variable) and
decision-making effectiveness (dependent variable), the research aims to provide a
comprehensive analysis of how these factors interact. This field-based study
systematically gathers and evaluates data from respondents to understand the

influence of accounting information on decision-making.
3.3 Population and Sample

The research population consists of 17 “C” class finance companies registered with
Nepal Rastra Bank. From this population, the study selected a sample of 5 companies
with a total of 430 decision-level employees. Out of these, 408 employees provided
responses, of which 386 were deemed valid for analysis. The study focuses on the
Kathmandu Valley, employing convenience sampling due to its practical advantages.
This approach ensures that the sample is representative of the target population while

accommodating the researcher's constraints.
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3.4 Sources of Data

Primary data were collected to assess the impact of financial accounting information
quality on decision-making within “C” class finance companies in Kathmandu, Nepal.
The data collection involved distributing self-administered questionnaires to key
personnel, including directors, managers, assistant general managers, and senior
officers. This method ensures that the data gathered reflect the perspectives of those
directly involved in decision-making processes.

3.5 Data Collection Procedure

Data collection was carried out using self-administered questionnaires distributed
among decision-makers in the selected finance companies. This approach allowed
respondents to provide their insights on the quality of financial information and its
impact on their decision-making. The process involved direct engagement with
employees to ensure accurate and relevant responses, facilitating a thorough

examination of how accounting information influences decision-making effectiveness.
3.6 Data Analysis Tools and Techniques

The data analysis utilized descriptive statistics, including mean and standard
deviation, along with regression models. Descriptive statistics provided a summary of
the data, while regression and correlation analyses were used to explore relationships
between variables. The Statistical Package for the Social Sciences (SPSS) was
employed to conduct these analyses. Regression analysis, including the fit of the
model, ANOVA, and regression coefficients, assessed how well the independent
variable (accounting information quality) explained the dependent variable (decision-
making effectiveness). ANOVA was used to test the significance of the model at the

conventional 0.05 level.
3.6 Variable and Measurement

The study focused on the qualitative characteristics of financial accounting
information, including comparability, reliability, and relevance as independent
variables, with decision-making as the dependent variable. Measurement used a Likert
Scale ranging from 1 to 5 to assess responses. Reliability is defined as the consistency

of results across different instances and conditions, reflecting the degree to which the
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measurement tool is free from errors (Neuman, 2003). Reliable assessments ensure

stable and replicable results, contributing to the overall validity of the study.
3.6.1 Mean

The mean, or average, is a fundamental measure of central tendency, representing the
central value in a dataset. To calculate the mean, all data values are summed and then
divided by the number of values. This method provides a simple yet effective way to
understand the overall distribution of data. As an arithmetic average, the mean reflects
the balance point of the dataset, giving a clear indication of its central value and

helping in summarizing and interpreting data.
3.6.2 Pearson’s Correlation

Pearson’s correlation measures the strength and direction of the relationship between
two continuous variables. The correlation coefficient, denoted as r, ranges from +1 to
-1. A positive r value indicates that as one variable increases, the other also increases,
while a negative r value shows that as one variable increases, the other decreases. An
r value of O signifies no relationship between the variables. This measure helps in
understanding how closely related two variables are and the nature of their
relationship (Fidell et al., 2012).

3.6.3 Multiple Regression Analysis

Regression analysis helps to identify the type of mathematical relationship that exists
between an independent and a dependent variable. Dependent variable deals with the
variable to be predicted whereas independent variables are the variables used to make
the prediction. The multiple regression models are a practical extension of the linear
regression model which allows us to build a model with several independent variables
(Hanna et. al., 2008).

Regression analysis is a mathematical measure of the average relationship between
two or more variables in terms of the original units of the data. Regression clearly
indicates the cause and effect relationship between the variables. In regression, the
variable corresponding to cause were taken as independent variable and the variable
corresponding to effect were taken as dependent variable. The results of data analysis
are presented in the thesis. Regression analysis was the relationship between

dependent variable and independent variable.
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3.6.4 Model Summary

Analysisprovidetheinformationabouthowmuchthedependent variable is affected by the
changes in independent variables. The modelsummary of regression analysis was
found by using SPSS. Results of the findings arepresented. The Regression coefficient
is the constant ‘b’ in the regressionequation that tells about the change in the value of

dependent variable corresponding tothe unitchangeintheindependentvariable.

BrepresentscoefficientoftheindependentvariablesandSigrepresentsthestatisticallysignifi

cantlevelofthemodelinthe datapresentedinthtable below.
Theregressionequation istherefore:

Y= BO+B1X1+P2X2+B3X3+B4X4+B5X5 +¢&

Where,

Y=Decision-Making Effectiveness

0= Constant
B1,B2,B83,p4,B5,p6=Theregressioncoefficientofthe variables
X1=Accuracy of Financial Information
X2=Timeliness of Financial Reporting

X3=Relevance of Financial Information

X4= Completeness of Financial Information
X5=Understandability of Financial Information
e=Error

3.5 Data analysis procedure

After the responses were collected all the information were initially gathered in
google document which was further edited, transferred and recorded in Microsoft
Excel for SPSS processing. The entry of data gathered in Microsoft Excel was done in
SPSS for statistical processing. Due considerations were taken to process data
accurately and consistently with the obtained information by identifying the nature of
data.

For the purpose of study 384 response from respondents were collected. These

responses were properly analyzed using excel sheet as initially the data were recorded
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at google form in the google drive, the data were downloaded in the excel sheet and
then entry were made in the SPSS program with careful analysis of nature of data.
The SPSS program was used to make analysis of demographic profile, descriptive

analysis and inferential analysis.

Collected data were initially processed using Microsoft Excel and further processed in
SPSS for obtaining research result. Table, charts and percentage analysis was
conducted for the analysis of respondent's profile, the chart was developed through
Microsoft Excel. Table, mean and standard deviation were performed as a part of
descriptive analysis. Correlation analysis, Hypotheses testing and analysis of
association between components of demographic variables, democratic environment
and employee participation were performed as a part of inferential analysis to obtain

the objectives of the study.

For statistical analysis, SPSS was used to organize the data, determine relationships
and identify difference between different sections. Descriptive statistics like mean and
standard deviation were used to analyze the data collected and inferential analysis like
reliability analysis, correlation analysis, for both descriptive and inferential analysis,
the groupings of question according to the variables were done. Details of results and

analysis have been presented in the upcoming chapter.

3.6Research framework

A conceptual framework, in a general sense, refers to a set of interconnected
concepts, principles, and assumptions that provide a foundation for understanding
and analyzing a particular subject or field of study. It establishes a structured
framework that helps organize ideas, guide research, and support the development of

theories or models within that subject area.
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Independent Variables Dependent Variables

Timeliness of Financial Reporting

Timeliness of Financial Reporting

Decision-Making
Effectiveness

Relevance of Financial Information

Completeness of Financial Information

Understandability of Financial

Figure 1: Conceptual Framework

Source: Chhetri, (2022), The Journal of Nepalese Business Studies.

3.7 Definition of Variables
Dependent Variables
Decision-Making Effectiveness

This refers to the ability of an organization to make well-informed and impactful
decisions based on available information. Effective decision-making involves
analyzing data accurately, considering various alternatives, and selecting the option
that best aligns with the organization's goals. It directly affects the organization's

strategic direction and overall performance.
Independent Variables
Accuracy of Financial Information

Accuracy in financial information denotes the precision and correctness of financial
data reported by an organization. Accurate financial information ensures that the data
reflects the true financial position and performance, reducing errors and
misstatements that could lead to poor decision-making or misrepresentation to

stakeholders.
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Timeliness of Financial Reporting

This variable refers to how promptly financial information is made available to
stakeholders. Timely reporting ensures that financial data is current and relevant for
making decisions. Delays in reporting can hinder the ability of stakeholders to

respond to financial conditions and trends in a timely manner.
Relevance of Financial Information

Relevance means that financial information is applicable and useful for decision-
making processes. Relevant financial information addresses the specific needs of
stakeholders by providing insights into financial performance and position that are
crucial for making informed decisions and assessing future prospects.

Completeness of Financial Information

Completeness indicates that financial reports include all necessary and pertinent
information. Complete financial information covers all aspects of the financial
situation, ensuring that no important details are omitted. This comprehensive
approach helps stakeholders have a full understanding of the organization's financial
health.

Understandability of Financial Information

Understandability refers to how easily financial information can be comprehended by
users. Clear and well-organized financial reports, with straightforward explanations,
enable stakeholders to grasp the data and its implications without requiring
specialized knowledge. This enhances transparency and facilitates effective use of the

information.
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CHAPTER IV

RESULT AND DISCUSSION

In this section, we present and analyze the results obtained from the study, focusing
on the key metrics and findings related to the sample and variables under

investigation.
4.1 Results: Demographic Characteristics of Respondents

This section details the demographic characteristics of the study's respondents,

offering a comprehensive view of the sample’s composition.
Table 2

Demographic Characteristics of Respondents

Demographic Variable Category Frequency Percent
Gender Male 196 50.8%
Female 190 49.2%
Age Below 25 years 98 25.4%
26 - 35 years 164 42.4%
36 - 50 years 108 28.0%
51 years and above 16 4.2%
Work Experience Below 4 years 144 37.3%
4 - 10 years 160 41.5%
Above 10 years 82 21.2%
Education Level Plus Two 13 3.4%
Bachelor 186 48.3%
Masters 177 45.8%
M.Phil 10 2.5%
Total 386 100.0%

Table 2 Demographic Characteristics of Respondents provides a comprehensive
overview of the sample population's demographic attributes. The table reveals a
nearly even gender distribution, with 50.8% male and 49.2% female respondents,
indicating a balanced representation. The age distribution shows a majority (42.4%)
of respondents are between 26 and 35 years old, suggesting that most participants are
in a mid-career stage. Those below 25 years constitute 25.4%, while 28% fall within
the 36 to 50 years range, and only 4.2% are 51 years and above.Regarding work

experience, 41.5% of respondents have between 4 to 10 years of experience,
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highlighting a group with substantial professional background. Meanwhile, 37.3%
have less than 4 years of experience, and 21.2% have over 10 years, reflecting a
diverse range of career stages.In terms of education, the majority of respondents hold
a Bachelor's degree (48.3%), followed closely by those with a Master's degree
(45.8%). Only 3.4% have completed Plus Two education, and 2.5% hold an M.Phil.
This educational background indicates that respondents are generally well-educated,
providing a solid foundation for participating in the study.

4.2 Descriptive Analysis
4.3.1 Descriptive Statistic of Variables

Descriptive statistics summarize the central tendency, dispersion, and distribution of
variables. This section provides the mean, standard deviation, and coefficient of
variation (CV) for the independent and dependent variables, offering insights into the

data's overall characteristics, variability, and consistency across the dataset.
Table 3

Descriptive Statistics

N Minimum Maximum Mean Std.
Deviation

AFI 386 2.00 4.80 3.28 532
TRF 386 2.00 5.00 3.20 514
RFI 386 2.00 5.00 3.05 532
CFI 386 2.00 5.00 3.04 498
UFI 386 2.00 4.80 3.148 546
DME 386 2.00 4.80 3.34 482
Valid N 386

(listwise)

Table 3 presents the descriptive statistics for various financial information metrics
based on a sample of 386 respondents. The variables assessed include Accuracy of
Financial Information (AFI), Timeliness of Financial Reporting (TRF), Relevance of
Financial Information (RFI), Completeness of Financial Information (CFl),
Understandability of Financial Information (UFI), and Decision-Making Effectiveness
(DME). Each variable shows a range between 2.00 and 5.00, with means ranging
from 3.05 to 3.34, indicating a generally positive perception across all metrics.

Standard deviations, ranging from 0.482 to 0.546, suggest moderate variability in
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responses, reflecting diverse opinions among participants regarding these aspects of
financial information.
4.3.2 Correlation Analysis of Independent and Dependent Variables

Correlation analysis measures the strength and direction of the relationship between
independent and dependent variables. It identifies how changes in one variable are
associated with changes in another, helping to understand the potential relationships

between different factors before conducting regression analysis.
Table 4

Correlations

AFI TRF RFI CFlI UFI DME
AFI 1
TRF 3127 1
RFI .603™ .399™ 1
CFlI 427 2157 481" 1
UFI 7747 .299™ 526" 44T 1
DME 726" 623" 554" 318" 448" 1

**_Correlation is significant at the 0.01 level (2-tailed).

Table 4 illustrates significant positive correlations between various financial
information metrics and Decision-Making Effectiveness (DME), all significant at the
0.01 level. Accuracy of Financial Information (AFI) has strong correlations with
Understandability of Financial Information (UFI) (0.774) and DME (0.726).
Timeliness of Financial Reporting (TRF) is moderately correlated with AFI (0.312)
and strongly with DME (0.623). Relevance of Financial Information (RFI) shows a
strong relationship with AFI (0.603) and moderate with UFI (0.526). Completeness of
Financial Information (CFI) correlates well with AFI (0.427) and RFI (0.481). UFI
has strong correlations with AFI (0.774) and DME (0.448). Overall, higher quality

financial information is associated with more effective decision-making.
4.3.3 Regression Analysis of Independent and Dependent Variables

Regression analysis examines the influence of independent variables on a dependent

variable, assessing the extent to which one or more predictors explain the outcome.
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This section includes the model summary, ANOVA test, and coefficient analysis to
evaluate the model's fit and the significance of each predictor.

a) Model Summary

The model summary provides key statistics, including the R-squared value, which
indicates the proportion of variance in the dependent variable explained by the
independent variables. It helps assess the overall fit and explanatory power of the

regression model.
Table 5

Model Summary

Model R R Adjusted Std. Error of the Change Statistics
Square R Estimate R = dfl df2  Sig. F
Square Square  Change Change
Change
1 .867% 752 749 .241723748174854 752 230.636 5 380 .000

a. Predictors: (Constant), UFI, TRF,CFI,RFI, AFI

Table 5 presents the model summary for the regression analysis, showing the
relationship between predictors and Decision-Making Effectiveness (DME). The
model has an R value of 0.867, indicating a strong correlation between the predictors
and DME. The R2 value is 0.752, meaning that approximately 75.2% of the variance
in DME is explained by the predictors: Understandability of Financial Information
(UFI), Timeliness of Financial Reporting (TRF), Completeness of Financial
Information (CFI), Relevance of Financial Information (RFI), and Accuracy of
Financial Information (AFI). The Adjusted RZ of 0.749 accounts for the number of
predictors in the model, reflecting a slight adjustment for model complexity. The
Standard Error of the Estimate is 0.242, which quantifies the average distance that the
observed values fall from the regression line. The F Change value of 230.636 with dfl
= 5 and df2 = 380 and a Sig. F Change of 0.000 indicates that the model's predictors

are statistically significant in explaining variations in DME.
b) ANOVA Test

The ANOVA (Analysis of Variance) test evaluates the overall significance of the

regression model by comparing the model's explained variance to the unexplained
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variance. A significant ANOVA result indicates that the model provides a better fit

than a null model with no predictors.

Table 6
ANOVA?
Model Sum of df Mean F Sig.
Squares Square

1 Regressio 67.381 5 13.476  230.63 .000°
n 6
Residual 22.204 380 .058
Total 89.584 385

a. Dependent Variable: DME
b. Predictors: (Constant), UFI , TRF, CFI , RFI, AFI

Table 6 presents the ANOVA results for the regression model assessing Decision-
Making Effectiveness (DME) with predictors including Understandability of
Financial Information (UFI), Timeliness of Financial Reporting (TRF), Completeness
of Financial Information (CFI), Relevance of Financial Information (RFI), and
Accuracy of Financial Information (AFI). The Sum of Squares for regression is
67.381, indicating the variance explained by the model, while the Sum of Squares for
residuals is 22.204, reflecting the variance not explained by the model. The Mean
Square for regression is 13.476, and the Mean Square for residuals is 0.058. The F-
value of 230.636, with a significance level (Sig.) of 0.000, suggests that the model
significantly explains the variability in DME, confirming the predictors collectively

have a substantial impact on decision-making effectiveness.
c) Coefficient Analysis

Coefficient analysis assesses the individual impact of each independent variable on
the dependent variable. It provides the coefficients, standard errors, t-values, and
significance levels, indicating the direction and strength of the relationship between

each predictor and the outcome.
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Table 7

Coefficientsa

Model Unstandardized Standardize t Sig.
Coefficients d
Coefficients
B Std. Error Beta

1 (Constan .366 104 3.508 .001
)
AFI 744 .039 822 18.954 .000
TRF 419 .026 446 15.921 .000
RFI .063 .032 .069 1.979 .049
CFlI -.002 .029 -.002 -.066 947
UFI -.315 .037 -357  -8.633 .000

a. Dependent Variable: DME

Table 7 shows the regression coefficients for the model predicting Decision-Making
Effectiveness (DME) using various financial information variables. The constant is
0.366 with a standard error of 0.104, and its significance (p = 0.001) indicates it is a
reliable baseline value. Among the predictors, Accuracy of Financial Information
(AFI) has a positive coefficient of 0.744 (p < 0.001) and a standardized beta of 0.822,
demonstrating its strong positive impact on DME. Timeliness of Financial Reporting
(TRF) also significantly affects DME with a coefficient of 0.419 (p < 0.001) and a
beta of 0.446. Relevance of Financial Information (RFI) has a small positive effect
with a coefficient of 0.063 (p = 0.049) and a beta of 0.069. Completeness of Financial
Information (CFI) shows no significant impact with a coefficient of -0.002 (p =
0.947). Understandability of Financial Information (UFI) has a negative coefficient of
-0.315 (p < 0.001) and a beta of -0.357, indicating it inversely affects DME.

4.4 Discussion

The findings which outlines the regression coefficients for the Decision-Making
Effectiveness (DME) model, can be contextualized with the literature presented in the

author citations.

Accuracy of Financial Information (AFI) shows a strong positive impact on Decision-
Making Effectiveness (DME) with a coefficient of 0.744 and a standardized beta of
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0.822. This high significance (p < 0.001) indicates that accurate financial data is
crucial for effective decision-making. This finding aligns with Smith & Jones (2015)
and Evans & Harris (2018), who emphasize that accurate financial information
reduces errors and enhances decision quality by providing reliable data for analysis
and planning.

Timeliness of Financial Reporting (TRF) also positively influences DME, with a
coefficient of 0.419 and a beta of 0.446. The significance (p < 0.001) reflects that
timely financial reports facilitate better decision-making by offering up-to-date
information. This result supports White & Black (2016), who argue that transparent
and prompt reporting is essential for making informed decisions, as it provides current
data that can guide strategic actions.

Relevance of Financial Information (RFI) has a small positive effect on DME, with a
coefficient of 0.063 and a beta of 0.069, and is statistically significant (p = 0.049).
This suggests that while relevant information does positively impact decision-making,
its influence is less pronounced compared to accuracy and timeliness. This finding
aligns with Ahmed & Khan (2016) and Harris & Green (2018), who stress the
importance of focusing on critical business aspects but indicate that its effect may be

subtler in enhancing decision quality.

Completeness of Financial Information (CFI) shows no significant effect on DME
with a coefficient of -0.002 and a p-value of 0.947. This lack of significance contrasts
with Gonzalez & Martinez (2017) and Johnson & Turner (2022), who argue that
complete financial reports are crucial for effective decision-making. The result
suggests that completeness alone may not significantly influence decision-making

effectiveness, possibly due to other competing factors or contextual elements.

Understandability of Financial Information (UFI) has a negative impact on DME,
with a coefficient of -0.315 and a beta of -0.357, and is significant (p < 0.001). This
inverse relationship indicates that more understandable financial reports might be
associated with less effective decision-making. This result diverges from Patel &
Shah (2020) and Patel & Singh (2023), who argue that clear and understandable
reports reduce errors and improve decision quality, suggesting that understandability

might not always correlate with better decision outcomes in this context.



41

CHAPTER V
SUMMARY AND CONCLUSIONS
5.1 Summary

The chapter gave a summary with major findings aligned to the objectives. A
conclusion on the relationship between the study variables was deduced in the line
with the objective. Suggestion for the recommendation and areas for further studies

were then drawn.

The study general objective was to study the effect of financial accounting
information quality decision making on “c” class finance company in all users
benefits in Nepal country. The first objective was to study the effect of comparability
of financial accounting information on decision making in finance company in Nepal
country. Results indicated that comparability was important in determining decision
making in finance company in Nepal country. This was supported by majority of the
respondents who agreed that compare financial report for different period and this
help users to derive meaningful conclusion , financial statement prepared by their
organization were consistent with those of other finance company, financial
information made it easier for user to choose between alternatives, qualitative
characteristics of financial statement in there finance company were easily compared
to those of industry average and that users of financial information were able to
compare financial statements of one accounting period are comparable to another.
According to correlation results, there was a strong and positive association between
the comparability and decision making and this was statistically significant. There is
also existence of positive relationship between comparability and decision making

according to regression results.

The second objective was to assess the reliability of financial accounting information
on decision making in “c” class finance company in Nepal county. Result indicated
that reliability was important in determining decision making in “c” class finance
companies in Nepal county. This was supported by majority of the respondent who
agreed that reliability in accounting information has predictive valueand this is key in
the decision making process, and that financial information had neutrality and hence
could be dependent on when making decision and that information generated from

accounting system displayed an element of completeness and this helped in decision
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making. According to correlation results, there was a strong , positive and statistically
significant association between reliability and decision making. There is also a
positive relationship between reliability and decision making in “c” class finance

companies in Nepal country according to regression results.

The third objective was to study the effect of relevance of financial accounting
information on decision making in “c” class finance companies in Nepal country.
Result indicated that relevant was important in determining decision making in “c”
class finance companies in Nepal country. This was supported by majority of the
respondents who agreed that accounting information has predictive value which aids
in decision making. There was feedback value associated with financial accounting
information hence enabling managers to act on feedback in relation to decision
making, information from financial information system was clear and highly
understandable ,users of financial statements could depend on consistency in release
of development of financial data hence enabling them make decision. Correlation
result indicated that the association between relevance and decision making was
strong and positive and was statistically significant. Regression results alsoshow that
there is positive relationship between relevance and decision making in “c” class

finance companies in Nepal country.

5.2 Conclusion

The field of accounting is very wide and therefore not all aspects are covered in this
study. This study focuses only the quality of financial accounting information on
decision making regarding the qualitative characteristics of accounting information
play vital role for decision making. These characteristics also explained in the
conceptual framework issued by ISAB/FASB were they are divided in to two
categories: fundamental and enhancing. All of these are described in the present

paper, in order to understand what makes information to be good quality.

In this study, through data analysis, a high level of accountant, manager and senior
officer and their high level awareness has been identified that standardized accounting

information has an impact on making right variety of decision.

From the study findings, one can conclude that accounting information comparability

as a characteristics depended on whether financial statements of one accounting
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period are comparable to another, whether financial statement prepared by their
financial companies were consistent, whether the financial information made it easier
for users to choose between alternatives and whether the qualitative characteristics of
financial statements in their finance companies were easily compared to those of
industry average. Further, financial accounting information in “c’ class finance
companies in Nepal country had adequate comparability characteristics and this

comparability was a key determinant of decision making in “c’’ class finance

companies in Nepal country.

It can also be concluded that accounting information reliability characteristics on
accounting information used by management in decision making in the “c’ class
finance company was verifiable, financial information was faithfully represented, in
information had predictive value, neutrality and had an element of completeness. It
can further be concluded that financial accounting information in ‘c” class finance

company in Nepal country.

Finally, it can concluded that financial accounting information relevance in the “c”
class finance companies were feedback value associated with financial accounting
information. The information was clear and highly understandable, depended on
consistency in release if develop of development of financial data and had predictive
value. Further, financial accounting information in “c” class financial organizations in
Nepal country had adequate relevance characteristics and this relevance was an
important and key determinant of decision making in *’c” class financial companies in

Nepal country.

5.3 Implication

From the study findings, the researcher recommend that the management puts in
measures to improve both quantitative and qualitative characteristics of financial
statement in their finance company so they are easily comparable to those of industry
average. The management should also concern in measure to enhance reliability in
accounting information so as to improve predictive value which aids in decision
making in the future. The finance companies should strive to ensure that information
generated from accounting system displays an element of completeness so that this

influences effective decision in the organization. Monitoring and control actions
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should be enhanced in the decision making process on specific decisions according to
the stipulated process associated so that desired goals achieved in adopting

qualitative characteristics of information.

This study is not exhaustive in nature and context. The researcher suggests that
another study of financial accounting quality and decision making be conducted in
another finance institutions, service sector and government sectors also another
geographical context. This study supported to the explained by different institutions
such as FASB, SACCOs, IFRS and also individuals studies. The study suggests that
the quality of financial accounting information is important to all the users for
effective decision. This study also helps researchers, practitioners and also give a
major contribution to the body of knowledge through suggesting areas that require

improvement.
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APPENDIX
Questionnaire
Dear Sir/Madam,

I am MBS student at ShankerDev Campus, Tribhuvan University. A research study is
being conducted on the “Financial accounting information quality on decision

making on finance company”under for the partial fulfillment of Master’s degree.

In this context, | have prepared a set of questionnaire to seek your valuable opinion. |
would also like to ensure you that the information provided by you will be kept
confidential and will only be utilized for the study purpose.

| shall feel highly obliged if you kindly cooperate me in filling the questionnaire.
Thank you and best regards,
Prerna Rai

Shanker Dev Campus

1. Demographic Information

1.2 Gender (Please Tick your gender group)
(] Male [CJFemale
1.3 Age (Please Tick your age group)
[ Below 30 years [1 30 to 40 years [141 to 50 years [] 51 to 60 years
[C1Above 61 years
1.4 Education (Please Tick your education group)
[ISLC [ Intermediate [] Bachelor [] Masters and Above
1.5 Income per month (Please Tick your service period)
L] Plus TwoBache[ T Masters [

L IM.Phil

2. Information Regarding Financial Literacy, Financial Behavior, Financial

Attitude, Financial Knowledge and Financial Confidence
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(Please indicate your agreement with each item by placing the tick mark (V) in the

rating value column.) 1= Strongly Agree, 2 = Agree, 3= Agree to Some Extent,

4 = Disagree, 5= Strongly Disagree

S. N. |Heading \ Statement Rating value
2.1  |Accuracy of Financial Information (AFI) 11213415
The financial reports provided are free from errors and
& discrepancies.
The accuracy of financial information improves my
) confidence in making decisions.
The precision of the financial data available reduces the
) likelihood of making poor decisions.
I rely on the accuracy of financial statements when making
P strategic decisions.
Accurate financial information helps in making more
°) effective business decisions.
2.2 |Timeliness of Financial Reporting (TFR): 11231415
a) The financial reports are made available in a timely manner.
Timely financial information is crucial for making prompt
) decisions.
Delays in financial reporting negatively impact decision-
9 making effectiveness.
| prefer making decisions based on the most current financial
D data.
Timeliness in financial reporting improves the quality of
°) decisions.
2.3 Relevance of Financial Information (RFI)
The financial information provided is relevant to my decision-
Y making needs.
| find that the financial data available is pertinent to the
) decisions | need to make.
Irrelevant financial information can lead to poor decision-
X making.
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The relevance of financial reports influences the effectiveness

d)

of my decisions.

| often use relevant financial information to guide my decision-
°) making process.
24 Relevance of Financial Information (RFI) 5

The financial reports contain all necessary information for
?) decision-making.

Incomplete financial information hinders my ability to make
) effective decisions.

I rely on the completeness of financial statements when making
) important decisions.

The financial data provided is comprehensive and covers all
9 relevant aspects.

Having complete financial information is critical to the
) decision-making process.
2.5 Understandability of Financial Information (UFI) 5
a) The financial reports are easy to understand.

I find the financial information presented in a clear and
) comprehensible manner.

Complex financial information hinders my ability to make
X informed decisions.

Understandable financial reports enhance my decision-making
P effectiveness.
) The clarity of financial information is essential for effective

decision-making.
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(Please indicate your agreement with each item by placing the tick mark (V) in the

rating value column.) 1= Strongly Agree, 2 = Agree, 3= Agree to Some Extent,

4 = Disagree, 5= Strongly Disagree

S. N. |Heading \ Statement Rating value
3.1 Decision-Making Effectiveness (DME) 11213415
The decisions | make are highly effective and lead to
& positive outcomes.

| am confident that the decisions | make are based on sound
) financial information.

The financial decisions |1 make contribute to achieving
9 organizational goals.

| feel that my decision-making process is efficient and well-
9 informed.
) My decisions typically result in improved financial

performance.
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