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To Sharon Rochelle



Accountants encounter the information sys-
tems of business and governmental enterprises as
users, evaluators, and designers. They use infor-
mation systems, for instance, when they retrieve
information to prepare such reports for managers
as income statements, responsibility reports, and
capital investment analyses. They evaluate infor-
mation systems when they review internal con-
trols during audits. They design information sys-
tems when they devise charts of accounts or
propose the addition of specific controls within
transaction processing cycles.

This textbook is primarily intended for ad-
vanced undergraduates who will soon be assum-
ing the responsibilities of professional accoun-
tants. Most of these students are currently
majoring in accounting, but some may be major-
ing in computer information systems or another
business discipline and minoring in accounting.
Presumably the students using this textbook will
have completed courses in (1) elementary finan-
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cial and managerial accounting and (2) funda-
mentals of computer hardware, software, and
data processing.

The primary purpose of this textbook is to
provide its users with a conceptual framework
and body of knowledge concerning contempo-
rary information systems, including:

1. A broad awareness of the concepts of infor-
mation systems, especially those pertaining
to systems, information, managerial deci-
sion making, organizational structures, ac-
counting models, and computer technology.

2. A knowledge of the documents and reports
generated by information systems, as well
as the basic procedures and controls em-
ployed in processing (via computerized as
well as noncomputerized systems) a variety
of business transactions and accounting ap-
plications.

3. A basic familiarity with a wide range of sys-
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tems analysis and design techniques, plus a
thorough grasp of system flowcharts.

4. An understanding of the steps involved in
comprehensive systems development, as
well as the ability to apply the appropriate
techniques in conducting a reasonably com-
plex systems development project.

Armed with this framework and body of knowl-
edge, students should be prepared to enter ca-
reers in accounting that will require them to be
effective users, designers, and evaluators of in-
formation systems.

Several themes are dominant throughout the
book. First, information is needed in an enter-
prise as much for managerial decision making as
for the support of daily transaction processing and
the satisfaction of demands arising outside the
enterprise. Second, computers and related de-
velopments in information technology are trans-
forming the features of an ever growing number
of information systems; and these developments
deserve careful and extended attention. Third,
information is a resource that should be well
managed; one critical means of management is
the skillful multistage development of the under-
lying information system. Fourth, people repre-
sent another key resource of an enterprise and
are critical to the success and failure of its infor-
mation system.

Because of the broad scope and interdisci-
plinary nature of information systems, all
relevant topics cannot be covered with equal em-
phasis. It is therefore necessary to select for em-
phasis those topics that are likely to have the
greatest impact upon professional accountants in
an age of rapidly developing technology, increas-
ing specialization, and heightening social and
economic awareness. Those topics selected to re-
ceive the greatest emphasis in this book are:

1. Accounting (internal) controls and security
measures, pertaining both to manual sys-
tems and computer-based systems.

2. Computer-based data processing and data
management concepts and techniques.

3. Basic transaction processing cycles.

4. Reports that provide needed information for
managerial decision making.

5. System analysis and design techniques, es-
pecially systems flowcharting.

6. System design considerations and princi-
ples.

7. Computer-based auditing and evaluation
techniques.

8. Management considerations during system
development projects, especially with re-
spect to planning, control, and people-re-
lated concerns.

This second edition primarily retains the over-
all organization of the first edition. Part I
provides relevant concepts pertaining to account-
ing, information, systems, organizations, and
managerial decision making. It also examines two
key purposes of information systems: reporting
to managerial decision makers and the process-
ing of daily transactions. Part II examines the
critical tasks of computer-based information sys-
tems: the conversion of data into information, the
storage of data in and the retrieval of data from
data bases, and the maintenance of control and
security over the data and other assets. This part
also discusses approaches and techniques suit-
able to the auditing of computer-based systems.
Part III describes a variety of advanced and spe-
cialized systems that provide operational and de-
cision support to managers and other users. It
also discusses the application of microcomputers
to small business firms. Part IV traverses the sev-
eral phases of the systems development cycle, in-
cluding systems planning, systems analysis, sys-
tems design, systems justification and selection,
systems implementation, and systems operation
and maintenance. Part V contains cases for use
in extended class projects.

Changes both great and small appear in this
second edition. New chapters have been added.
Chapters from the first edition on data manage-
ment, data control, and system support have each
been split into two chapters, while the latter por-
tion of the original Chapter 17 has been ex-
panded into an entire chapter concerning com-



puter-based auditing. A new chapter has been
devoted to microcomputers. In contrast, the sys-
tems analysis and systems design chapters have
been combined, while the first half of Chapter 17
has been combined with the chapter concerning
systems implementation. Illustrative cases that
appeared at the ends of Chapter 12 through 16 in
the first edition have been eliminated, with key
portions integrated into the chapters themselves
or presented as review problems. Other notable
changes include: (1) the addition of sections con-
cerning information resource management, con-
trols and security measures in data base environ-
ments, relational data bases, fixed asset
transaction processing systems, and legal re-
quirements pertaining to internal control sys-
tems; (2) the expansion of such topics as internal
control, the data base approach, auditing tech-
niques relevant to computer-based systems, and
behavioral consequences of system development;
(3) the reduction of sections pertaining to the
evolution of computer-based information systems
and approaches for determining economic feasi-
bility; and (4) the addition of new figures, prob-
lems and cases.

These changes have been incorporated to re-
flect current and emerging developments and
concerns in the areas of accounting and infor-
mation. Although an argument can be made that
the resulting plan of organization is reasonably
logical and internally consistent, and the content
set represents the appropriate body of knowledge
for accountants, I must agree that each of us has
in mind a particular sequence and scope of con-
tent that is “‘right” for the teaching of accounting
information systems. Thus, a degree of flexibil-
ity has been built into the parts and chapters of
this book. It is possible and workable, for in-
stance, to teach Part IV before Part II, or to omit
the chapters concerning the data base approach
or support systems. Another measure of flexibil-
ity has been introduced through the extensive use
of study cases and appendices. For example, rel-
evant portions of Study Case C, Transaction Pro-
cessing Systems in Computer-Based Information
Systems, may be assigned at any point during the
study of Part II.
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Several learning aids are incorporated

throughout the textbook:

1. Each chapter begins with a brief statement
of objectives and ends with a summary of
text material.

2. Each chapter contains a number of figures
and diagrams to clarify the concepts and
techniques presented in narrative form.

3. Each chapter contains several end-of-chap-
ter aids:

a. Review questions.

b. Discussion questions.

c. A review problem, which is intended to
(1) illuminate important points covered
in the chapter and (2) guide students in
the preparation of assigned end-of-
chapter problems and cases.

d. Problems and cases, many of which are
drawn from professional accounting
examinations.

e. A list of suggested readings.

In addition, an instructor’s manual available from
the publisher contains suggested answers to dis-
cussion questions, solutions to problems and
cases, and a test bank. Furthermore, a study
guide is available for the use of students who are
interested in additional reviews of and exercises
involving the material covered in this textbook.

I wish to acknowledge the considerable assis-
tance I received in preparing this book. Severin
Grabski (Michigan State University), Michael
Cerullo (Louisiana State University), Donald
Bourque (State University of New York at Al-
bany), and Daniel Norris (Iowa State University)
provided very cogent and useful criticism of the
first edition and of chapters in this revised edi-
tion. All their suggestion and comments were
gratefully accepted, and many have been incor-
porated into the revision. Two of my colleagues
at Arizona State, Sue McKinley and Dan Kneer,
have offered many suggestions based on their use
of the text and have provided excellent materials
for inclusion. Numerous students have responded
helpfully during the class testing of new mate-
rials from this edition. Although all the people
who helped cannot be listed, I recognize the par-
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ticular help of Carolyn Johnson. Finally, I appre-
ciate the generous and cooperative support of my
present and former Wiley editors, Frank Bur-
rows and Lucille Sutton.

Four professional accounting groups have gra-
ciously permitted the extensive use of problem
materials from past professional examinations:
the American Institute of Certified Public Ac-
countants, the Institute of Management Ac-
counting of the National Association of Accoun-

tants, the Institute of Internal Auditors, and the
Society of Management Accountants of Canada.
To all these individuals and organizations, and to
others not mentioned (including my family) go
my thanks. It hardly needs saying that much of
the value of this book is due to their assistance,
but that they do not bear responsibility for errors
or omissions within these covers.

Tempe, Arizona Joseph W. Wilkinson



As recognized in the preface, each instructor has
a unique view of accounting information systems
and the content of the accounting information
systems course. Some of you have a very broad
view that encompasses all of the topics included
in this textbook. Some of you have a less com-
prehensive view, in that you believe certain top-
ics to be beyond the proper scope of accounting
information systems.

If you fall into the second category, you may
consequently believe that this textbook is not
truly an accounting information systems text-
book—that it simply includes coverage of too
many ‘‘nonaccounting’ topics. However, based
on a survey conducted by John Wiley and Sons,
Inc., every included topic was endorsed by a sig-
nificant percentage of the respondents. Those
topics receiving the greatest endorsement, such

A NOTE
TO INSTRUCTORS

as internal accounting controls, have been given
the greatest emphasis.

While the survey tends to support a compre-
hensive view of accounting information systems
in a collective sense, it also reinforces the notion
that there is a wide diversity of individual views.
Thus, I have been encouraged to provide guid-
ance for the use of the textbook in individual
classes. The following flowcharts present se-
quences for its use based on five alternative
views: a balanced comprehensive view, a com-
puter-based information system view, a transac-
tion processing view, a management information
system (MIS) view, and a systems development
view. While many variations of these views may
be identified, one of these five views may pro-
vide a starting point for developing a course syl-
labus.
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Follow this flowchart for a balanced survey of accounting information systems, with several
possibilities of abbreviated coverage:

Read
chapters
1-4

Is
auditing
important?

Is
decision Read
making chapt'e‘r 13
important? (auditing)

Read
chapter 5 Are_z
(decision speqal
making) topics
useful?
Yes
Read or
ch?:f(i 6 select from
: chapters
(reporting) 18-18
Need
review of Read
computers? chapters
17-20
Read
chapter 7 Need
and term
appendix project?
Read Select
chapters case from
8-12 part V

End
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Follow this flowchart for an emphasis on computer-based information systems:

Scan or
select from
chapters
1-6

Need
review of
computers?

Read
chapter 7
and
appendix

Read
chapters
9-10

!

Study
case
D

|

Read
chapters
11-12

I

Read
chapter 15
(microcomputers)

|

Read
chapter 8

!

Study
case C

Study
case

Is
auditing
important?

Read
chapter 13
(auditing)

Read
chapter 14
(networks)

Read
chapter 16
(DSS)

systems
development
useful?

Yes

Read or
select from
chapters
17-20

Time
for term
project?

Select
case from
part V

End

xiii
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Follow this flowchart for an emphasis on transaction processing:

Read Read Arg
chapters chapter 8 speqal
1-3 topics
; * useful?
Study Study
case case Select from
A C chapters
J { 13-16
Closely Read
read chapters
chapter 4 9-10
and appendix Study
* * case
F
Study Study
case case
B D
Is
‘ systems
development
?
- Read useful?
review of chapters
computers? 1n-12
Read or
{ select
from
Study chapters 17-20
Read case
chapter 7 E
and appendix
Select term
project case
from

part V
A
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Follow this flowchart for an emphasis on management information systems and decision making:

Read Select
from
chelujzers chapters
13-15
Closely Closely
read read
chapters chapter 16
5-6 and appendix

Is
systems
development
useful?

Need
review of
computers?

Read Read or
chapter 7 select from
and chapters
appendix 17-20
Select case
chZ;atgrs from part V
8-12 or cl;;pter
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Follow this flowchart for an emphasis on systems development:

Read
chapter 1

1

Select from
chapters
2-6

Need
review of
computers?

Read
chapter 7
and
appendix

Closely
read
chapters
17-20

i

Study
case

Select term
project case
from part V

i

Read
chapters
8-12

|

Select
from
study cases
C-E

Are
special
topics
useful?

No

Select
from
chapters
13-16

End
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