


Journal of Intercultural Management and Ethics Issue No. 3, 2024

TABLE OF CONTENT

=0 [1 (0] S| S 3
lulian Warter

Duality Leadership at Atkinsrealis: From an Execution to Exploration and Growth Culture...5
Fons Trompenaars, A. James Cullens

The New Inquisition: Woke and Cancel Culture Vs. Western Societies ......................... 27
Thomas D. Zweifel

The Ethics of Sustainable Development Reflected in the Financial Reporting of Companies.
Case Study at Romanian POSt ....... ..ot 44
Aurelian Virgil Baluta

The Role of Management Accounting in the Application of the Economic Ethics Judgment

Mihaela Bebeselea

Dialogue and DIAGNOSIS ... ..ueneteeite e 63
Mircea Gelu Buta

Beyond the Bedroom: Exploring Gender and Relationship Status Variances in
Hypersexuality: Ethical Implications and Recommendations .................ccocvvieiininnnnnnn. 67
Paula Pricope, Tudor-Daniel Hutul, Adina Karner-Hutuleac



Journal of Intercultural Management and Ethics Issue No. 3, 2024

THE ROLE OF MANAGEMENT ACCOUNTING IN THE
APPLICATION OF THE ECONOMIC ETHICS JUDGMENT

Mihaela Bebeselea, PhD
Lecturer, Faculty of Law and Economics
“Spiru Haret” University, Constanta, Romania
E-mail: mihaela.bebeselea@spiruharet.ro

Abstract

In this article | want to present the perspective on management accounting in applying
the judgment of economic ethics. The economic ethics combines economics and ethics,
uniting value judgments from both disciplines, for to predict, analyze and model the
economic phenomena.

The economic ethics tends to incorporate the notion of morality and the quality of
cultural values, taking into account the barriers imposed on the economic sciences, but also
the fact that the ability to make decisions is not limited only to rationality. So, the purpose of
this article becomes to answer the research question: How the judgments of ethics and
management accounting, like economics disciplines and one accounting of rational
decisions, can be combined, as economic ethics?
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1. Introduction

The perspective and dimension of economic ethics highlights a combination between
the two disciplines economics and ethics, but not business ethics, as the ethics of economic
entity (Bebeselea, 2022).

The economic ethics tends to incorporate the notion of morality and the quality of
cultural values, taking into account the barriers imposed on the economic sciences, but also
the fact that the ability to make decisions is not limited only to rationality (Hicks, 2019).

Economics can’t disregard morality from the cultural environment. For this reason,
studies which include economic analysis of morality and moral analysis of economics must
be done, (Ciani Scarnicci, 2012). The management accounting, like economics disciplines, is
one accounting of rational decisions.

The role of management accounting was in a continuous change, from the simple
method of calculating product costs to an essential source of information in management
business (Zidaru et al., 2014).

The management accounting enables the integration of cost analysis into the strategic
approach of entities, contributing to make decision-regarding the portfolio of products and
services and to an ensemble of decisions leading to the transformation of the corporate
strategy.

Management accounting is a branch with a high degree of importance within any
entity. It represents an “integrated part in management, what deals with the identification,
presentation and interpretation of the information used in developing strategies, making
decisions, optimizations resource consumption planning and control of activities (Briciu &
Capusneanu, 2011).

In conclusion, the management accounting component is composed of three parts:
ms) Cost accounting represents the allocation of expenses on outputs such as cost of goods
sold
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m Cost reporting and analysis represent perspectives, inferences and analyzing what
happened in a business to track performance.

mm) Decision support with cost planning involves substantiation and making the decision
(Cokins et al., 2012).

So, in this case the role of management accounting in the application of the economic
ethics judgment consists in supply to management with rational information regarding costs.
Thus, ethics judgments (the notion of morality and the quality of cultural values) are
combined with management accounting judgments (rational costs).

2. Research Methodology

The article is positioned to answer to this research question: RQ: How the judgments
of ethics and management accounting, like economics disciplines and one accounting of
rational decisions, can be combined, as economic ethics?

This answer is considered the purpose of the research, and will result from
exploratory research by formulation and investigation of the following hypothesis: the
management accounting, like economics disciplines and one accounting of rational decision,
has a role in the application of the economic ethics judgment.

Complementary to exploratory and instrumental research is the conclusive research,
which allowed us to test and confirm the hypothesis.

3. The rationality quality of the management accounting

The main objective of Management accounting is the cost of production. Therefore,
management accounting, through its fundamental object of cost calculation, gives meaning to
the synonym between the concept of cost and expense (O.M.F.P. 1826, 2003).

Costs of production refer to all the expenses incurred in the process of creating and
delivering a product or service. These expenses can include raw materials, labor, equipment,
rent, and marketing costs. In simple terms, it is the sum of all expenses necessary to produce
and sell a product or service.

Once the expenses are taken from the financial accounting, for studying the complex
issue of production expenses, the management accounting classifies them in its own criteria,
such as: Traceability, Behavior (O.M.F.P. 1802, 2014).

Traceability criterion

This aspect one of the most important classification of expenses, into direct expenses
and indirect expenses. This classification is based on the degree of traceability to the final
product of the firm.

Direct expenses: So, these are the costs which are easily identified with a specific
expenses unit or cost centers. Some of the most basic examples are the materials used in the
manufacturing of a product or the labor involved with the production process.

Indirect expenses (overheads): are all the indirect costs incurred in running a business,
such as rent, utilities, and insurance. Overheads are indirect costs since these can’t be directly
linked to the production of goods.

The five main types of overheads in manufacturing: indirect labour (the cost of all
theworkers who are not directly involved in manufacturing the product), indirect materials
(used in the production process but are not directly involved in the production of the final
product), utilities (the cost of electricity, water, and gas used in production), physical costs
(all the costs related to maintaining your factory, such as rent, insurance, and property taxes),
financial cost (any legal, accounting, and banking charges).

Behavior criterion
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The way a specific expense reacts to changes in activity levels is called cost behavior.
Expenses may stay the same or may change proportionately in response to a change in
activity. Knowing how a expenses react to a change in the level of activity makes it easier to
create a budget, prepare a forecast, determine how much profit a new product will generate,
and determine which of two alternatives should be selected.

Fixed expenses are those that stay the same in total regardless of the number of units
produced or sold. Although total fixed costs are the same, fixed expenses per unit changes as
fewer or more units are produced. Straight-line depreciation is an example of a fixed
expenses. It does not matter whether the machine is used to produce 1,000 units or
10,000,000 units in a month, the depreciation expense is the same because it is based on the
number of years the machine will be in service.

Variable expenses are the expenses that change in total each time an additional unit

is produced or sold. Direct materials and salary is a variable expenses.
If the variable indirect expenses with the variable direction are fully included in the
production cost, the fixed indirect expenses are only partially included. Thus, on criteria of
rationality, the cost of the subactivity is deduced from the fixed direction, which is
determined with the relations (Accounting Law N082/1991, 2024):

Subactivity cost = Fixed direction XLL—Real capacity ;L [1]

Normal capacity
After deducting the subactivity cost, the+emaining fixe indirectexpenses distributed
by sectors and cost carriers through the supplementing procedure. The process used by the
management accounting for the rational distribution of indirect expenses, are the
additional/distribution procedure, whose applicability we present below:

Table 1. Rational distribution procedure of indirect expenses

Data STEPS FORMULA
Indirect expenses 150,000 | Calculation of subactivity cost 480
from which 22,300 x 1-——=892um
Fixed 22,300 u.m — — - 500
Normal capacity 500 hours Determination of the indirect 150,000 | — 892 lei = 149,108 u.m
Real capacity expenses that can be
480 hours incorporated in cost of
Direct expenses 300,000 production : : :
from which: Choosing the common Total direct expenses, direct wages, direct
A product 200,000 distribution base for all products materials
B product 100,000 Determination of the distribution | ga; - _Chi
rate coefficient (RAI) b
4 =149,108/300,000=
0.49702
Determining the share of C,.=RAI * b,
indirect expenses that belongs to | CiA product = 0.49702x200,000 = 99,404
each product u.m
CiA product = 0.49702x100,000 = 49,704
u.m

Source: by the author

4. Managerial decision and the role of the management accountant in the decision-
making process

The costs of production are the costs that a company incurs when it produces goods
or services, sells those goods or services, and delivers them to its customers (Full commercial
cost), such as fig no. 1.:
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Section/production cost

Full commercial cost (Ccc)

General I
administration cost

Figure 1. The formation of full costing (commercial cost)
Source: by the author

That cost is an absorbing cost which includes all costs associated with manufacturing
a product.

What types of decisions are made with the help of management accounting
information?

Table 2. Initial product data

Products Unit sale price Unit variable cost Maximum sale quantity
A 1,000 400 70
B 850 360 60
C 500 270 40

Table 3. Situation of costs, revenues and results

Products | Revenues Variable expenses | Fixed expenses of the | Fixed expenses of | Profit
section the entity

A 70,000 28,000 27,000 10,000 +5,000

B 51,000 21,600 18,000 2,500 +8,900

C 20,000 10,800 9,000 5,000 -4,800

Looking at the data in Table 3 and wanting to make a bigger profit at the section level,
which makes the three products, the managers can propose elimination of product C which it
considers unprofitable.

Analysis of relevant costs for decision in a controlling system effectively highlights
the following conclusions (Tulvinschi, 2010): The total result of product C shows a loss of -
4,800. The product C but contributes with 9,200 lei (20,000-10,800) to cover the costs fixed,
which would have intervened and if this product had been removed from production
schedule.

If product C is eliminated, revenues will decrease by 20,000, variable costs would
decrease by 10,800 but fixed expenses would remain the same.

Consequently, simple elimination of product C is not a solution because it would lead
to reducing the result by 9,200. The elimination of the product C would be effective only if it
were accompanied by the reduction of fixed expenses

5. Conclusions

In this article we wanted to show that economic ethics is not the same as business
ethics. The economic ethics combines economic judgments with ethics judgments (the notion
of morality and the quality of cultural values). In this context, we asked our research question
(RQ): How the judgments of ethics and management accounting, like economics disciplines
and one accounting of rational decisions, can be combined, as economic ethics?
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From the presentation of the answer to the research question established results the
validation of the research hypothesis, respectively the viability and reliability of the research,
as follows: the management accounting, like economics disciplines and one accounting of
rational decision, has a role in the application of the economic ethics judgment. How? by the
fact that it is a ratinal accounting and which helps in the decision-making process.
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