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Mathematical analysis of coordination role and_ decision-facilitating role of
accounting: Relation between consolidation and individual accounting
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Financial accounting has a coordination role of conflicts and
decision-facilitating role. Since the late 1990s, the Japanese accounting standards has been
converged with the International Accounting Standards. During the development, there are some
arguments that if the accounting information satisfies the role of decision-facilitating , it also
satisfies the role of coordinating the conflicts and that consolidated financial statements are in
charge of the role of decision-facilitating and individual financial statements are in charge of the

coordination role.

Using the contract theory (agency theory), this study shows that there are some differences
between the accounting information characteristics of coordinating the conflict of managers and
stockholders and those of decision-facilitating. In addition, this study shows that, in some
conditions, consolidated financial statements coordinate the conflict between managers and
stockholders better than individual financial statements.
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