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PREFACE

Accounting information systems support the transaction processing, re-
porting, and decision-making systems of most organizations. To support these
management systems and their requirements effectively, an accountant must be
able to integrate data processing elements with managerial activities within the
decision-making and organizational framework of the organization.

This text provides a conceptual framework for integrating all the elements
required to support accounting information systems. These are: hardware, soft-
ware, database, controls, procedures, and personnel. The framework builds on
the premise that the elements should be organized to support the transaction
processing, reporting, and decision-making requirements of the organization.
This framework is well-founded in management information systems design the-
ory, and it is the focal point of all the discussion in the text.

The objective of this text is to expose students to the elements that consti-
tute an accounting system and the theory upon which a system should be de-
signed and organized. The material is also written for the education of current
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PREFACE

or future practitioners who will deal with challenging systems design and opera-
tion problems of clients or their own organizations.

The text encompasses six major areas: (1) a theoretical framework for ac-
counting systems; (2) procedures for systems analysis and design that are
founded on organizational and behavioral concepts; (3) accounting and manage-
ment information requirements that follow from transaction processing, report-
ing, and decision-making needs; (4) information technology and database con-
cepts; (5) a broad spectrum of accounting systems applications; and (6) internal
control structure and EDP auditing. The text covers the entire range of account-
ing systems from small, ledgerless bookkeeping systems to complex decision
support systems used by large international corporations. This coverage in-
cludes marketing, production, financial, and personnel accounting systems.
Moreover, microcomputer as well as mainframe computer networks are illus-
trated.

The sequence followed in the text begins with a discussion of the impor-
tance and the use of accounting information. This is followed by an outline of
general systems theory and a framework for the development of an effective and
efficient accounting information system. This general framework is followed by
several chapters on systems elements and information technology (Chapters 3 to
10). It is important that accountants have an understanding of the organizational
concepts, behavioral factors, decision-making processes, and communication
theory prior to initiating any systems analysis, design, and implementation activi-
ties. Moreover, it is important that they understand the value of information to
the organization in today’s competitive environment. These concepts are re-
viewed in Chapters 3 and 4. It is also important that a student have a basic un-
derstanding of information technology, including microcomputer developments
such as local area networks (Chapters 5 and 6). Chapter 7 is designed to intro-
duce students to various modes of data processing as well as the communication
hardware and networks involved in distributed processing. Accountants must
also have a working knowledge of flowcharting and documentation concepts.
These topics are covered in detail in Chapter 8. File management and database
system form the basis for more and more accounting information systems, thus,
it is essential that accounting students have an understanding of these systems
(Chapters 9 and 10).

Since one of the major roles of accountants is the evaluation of accounting
systems, this text gives considerable emphasis to an accounting and information
systems control structure. In addition to the detailed discussion of control struc-
ture in Chapter 11, the risks associated with various transaction processing cy-
cles and database systems are emphasized throughout the text. The control
structure discussion is founded on SAS 55.

Structured systems analysis and design procedures are used to integrate
the theoretical and technical material in the text. Chapters 12 and 13 set forth a
structured set of procedures for the analysis, design, and implementation of ac-
counting systems. The philosophy upon which these chapters are built is that a
well-conceived, designed, and implemented system will go a long way toward
achieving the control that management and accountants desire for an organiza-
ton.
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An application section is presented in the final section of the book. The
objective is to integrate the theoretical, organizational, decision-making, techni-
cal, and design concepts of previous chapters. The emphasis here is on the char-
acteristics of systems that are required to meet the various transaction process-
ing, reporting, and decision-making needs of management. Examples are used
to demonstrate the achievement of these objectives. Manual, batch, on-line,
database, and distributed processing accounting systems, are all illustrated.

Many of the illustrations and cases used in this section have been ab-
stracted from actual business situations. They include microcomputer as well as
mainframe examples. Chapters 14 and 15 concentrate on logistical and market-
ing systems and their respective processing cycles. Contemporary JIT logistics
systems as well as microcomputer sales order-entry systems are illustrated for
special emphasis. Financial management systems are discussed in Chapter 16.
The financial accounting aspects of accounts receivable, accounts payable, pay-
roll, inventory, general ledger, and facilities management transaction processing
systems are emphasized in Chapter 16. A complete financial accounting system
for a microcomputer is provided in an appendix to Chapter 19 for small busi-
nesses to illustrate financial information requirements. Decision support systems
with a special emphasis on budgeting, financial planning, and modeling systems
that are used for managerial and strategic decision making are described in
Chapter 17. Newer developments in artificial intelligence which are designed to
help management make decisions are also reviewed here. Large and complex
distributed processing accounting systems that rely on electronic data inter-
change and integrate a number of functional areas are illustrated in Chapter 18.
Chapter 19 focuses on systems that are required to satisfy the special needs of
small businesses. All of these applications chapters emphasize the effective use
of an accounting system to meet the information needs of management with re-
spect to transaction processing, reporting, and decision making. Finally, an in-
troduction to key aspects of EDP auditing is presented in Chapter 20.

In summary, some of the special features of this text are:

A theoretical framework for systems development.

A structured approach to systems analysis and design.

An emphasis on the control structure set forth in SAS 55.

A chapter on data flow diagrams and system flowcharting.

A chapter on organizational and behaviorai :heory related to systems de-
sign.

A chapter on decision-making and communication concepts that are essen-
tial to an effective accounting information system.

7. A substantive review of systems hardware and software including mi-
crocomputers and networks.
8. Two chapters on file management and database systems.
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9. A complete discussion of small entrepreneurial accounting systems with a
microcomputer illustration.
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10. A chapter of decision support systems with an emphasis on financial plan-
ning systems.

11. A detailed discussion of large complex distributed processing accounting
systems.

12. Cases and examples based on actual experience.

13. Many cases that require the student to integrate knowledge from several
chapters, such as flowcharting, system design, control structure, database,
and software concepts.

14. Many CPA and CMA questions.

15. Several cases requiring the use of common microcomputer software to give
the students hands-on experience in the development and use of account-
ing information systems.

This text is designed for either a one-semester or a one-quarter junior, se-
nior, or introductory graduate level course. With the addition of outside read-
ings and extensive EDP or system design projects, the text can easily be used for
a two-semester or two-quarter course sequence in accounting systems.

This text assumes that students have had a basic course in computers or
computer programming. An elementary understanding of computer processing
is assumed; Chapters 5, 6, and 7 are designed for an update and review. If a stu-
dent has no prior background, a supplement may be used to develop the com-
puter basics. The text also assumes that students have had some accounting
course work so that they have a very basic understanding of the various transac-
tion processing accounting cycles.

The text is flexible enough that the instructor can select subsets of chap-
ters, depending on the background of the students, the material to be intro-
duced, the level at which the course is to be taught, and the credit hours to be
assigned. For example, if the course follows an in-depth course in computers,
Chapters 5, 6, 7, and 8 may be used only for review. If it follows an auditing
course in which internal control is stressed, Chapter 11 may be reviewed lightly.
If it precedes an auditing course the control chapter and the EDP audit chapter
serve as excellent introductions to these aspects of auditing. On the other hand,
if the instructor is pressed for time, Chapter 4, the technology chapters, and a
few of the application chapters may be either skipped or treated lightly.

Moreover, the sequence may be altered. For example, the flowcharting
chapter may be taught at an earlier point in time, and the chapter on small busi-
ness may follow either Chapter 13 or 16 if the students need the background
earlier in the semester for a project. In addition some like to delay Chapter 4
and use it as an introduction to Chapter 17 on decision support systems.

In summary, the core of the text is contained in Chapters 1, 2, 3, 8, 9, 10,
11, 12, 13, 14, 15, 16, and 17. The other chapters build upon and support this
basic framework.

The overall objective of the text is to develop a sound framework for the
analysis, design, and review of accounting information systems. Based on this
framework, the objective is then to show the student how to analyze, design, and
implement accounting information systems that satisfy the transaction process-
ing, reporting, and decision-making requirements of management. In addition,
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the objective is to provide accounting students with a better understanding of
accounting systems and their related controls and to enable them to more effec-
tively audit accounting systems.

Robert A. Leitch
K. Roscoe Davis
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