
International Conference “Risk in Contemporary Economy”   ISSN-L 2067-0532    ISSN online 2344-5386  XVIth Edition, 2015, Galati, Romania,  “Dunarea de Jos” University of Galati – Faculty of Economics and Business Administration  
 

 444

  
THE MANAGEMENT ACCOUNTING IN ROMANIA – PAST, PRESENT 

AND FUTURE  
Violeta Isai 

violeta.isai@yahoo.com 
Mariana Iorga 

iorga_n_mariana@yahho.com 
“Dunărea de Jos University” of Galati, Romania  When managing a company it is important to answer the following question: is it true that the traditional accounting systems are completely inefficient, being just a theoretical chapter in the history of accounting and at the same time, they gave way to the modern accounting systems, the latter being meant to satisfy the present requirements accordingly? All the accounting systems, both traditional and modern have their own roles in accounting. But this fact places the management accounting between the modern and the traditional, entities being forced to choose what is best for them.  Keywords: management accounting, accounting systems, the ABC method  

1. Introduction Aiming at a better organization of the company, the managers of an entity must have a modern and advanced information, a reliable tool, that allows them to have access to relevant information, such as  the situation of the company, its targets, but also the situation of its competitors. Many importsnt sources of information are provided by the accounting in general, and by the management accounting in particular. The management accounting is intended to quantify and report financial, as well as non-financial information, in order to help managers make certain decisions, that allow them to reach the targets set for  the company. (Nistor Flavia, 2013) By using the management accounting, managers try to find some solutions, and at the same time eliminate some problems that may occur during the activity. Thus, imbalance occuring due to harmful factors, either internal or external, may only be corrected if seen from a different perspective, taht is the management accounting.  The information about production costs is important, even essential, due to its implications on the current and future state of the entity. The value of the information related to production increases, and thus it is used in making decisions regarding the current activity of the company, as well as in establishing a marketing strategy.  
2. Management Acounting – the Past The aim of the management accounting is to reflect all collecting operations and, at the same time the cost allocation on purpose, services, works, activities, departments, etc., to get reimbursement for the products obtained in the course of the activity and at the same time to calculate the production cost.   Each entity, in its decision-making process, has to choose a way of organizing the management accounting. This decision must be made while considering several factors, such as: the type of activity, the scope of activity, the available technology, the way of organizing production, the organizational structure and size of an entity. (Dina Ionela – Claudia, 2009) In the stage of projecting a calculation system, the management accountant must consider the following aspects: 

• the cost – benefit relation; 
• the costing systems– must be adapted to the operating activities (and not vice versa); 
• the accounting systems – point out various costs, aimed at facilitating the decision-making process. (Talpeș Cristina Gabriela, 2012) In order to determine the costs, most of the times it is necessary to use mathematical algorithms, that lead to relevant information, when important data is known. Thus, there are three types of methods used according to the information needed: 
• product costing methods; 
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• cost allocation methods; 
• methods for the separation of costs into variable and fixed costs. (Isai Violeta, 2010) 1. Product costing methods – determine the costs for products when all accruals are known. According to each case where the unit cost needs to be determined, we can distinguish several variants: •  The Simple Division Method  –    it is used in the vegetable sector, when costs are determined by a single type of production (there are no secondary products); 
- there are only direct costs; 
- the unit cost is determined as the relation between the total of expenses and the quantity obtained; 
- the formula is the following:                                Cu =    , where:  Cu – unit cost,  Ch – expenses,  Q   -  production.  •  The Residual Value Method (deduction of the secondary product value) or the rest 
- it is used when two or more products are obtained from an animal breeding; 
- the first stage of the process establishes an initial value for the secondary production; 
- the second stage applies „the theory of the rest” – the remaining expenses shall be compared to the main production quantity obtained; 
- the algorithm is the following: 1.  Determine the value of the secondary production:  Cost qs= qs(internal)* P + qs(external)* P – Ch S, where: qs – secondary production;  P – price;  Ch S – additional expenses. 2.  Determine the unit cost related to main production:  Cost Qp =  , where:  Ch –total production expenses,  Qp – main production.  •  Equivalent Ratios Method  
- it is used for intercropping  (e.g.  corn and beans, watermelons and beans etc.); 
- the production expenses are collected for that specific group of crops; 
- the methodology for the determinations of the unit cost involves several stages: 1.  Chosing a product as a basis for comparison, 2.  Calculation of the equivalence indices (Kj), There are several calculation alternatives to determine the equivalence indices:  •  as a direct proportion           K j =   •  as an inverse proportion;        K j =   •  by using a combination of parameters (complex equivalence indices). 3.  Calculating the equivalence of the production obtained by transformation of the concerned production in conventional production units (Qe) Qe = Σ(Qe*Kj ) 4.  Calculate the real unit cost for an equivalent unit C u e =  , where: Ch – total production costs,  C u e – real unit cost for an equivalent unit. 5.  Calculate the real unit cost  for the physical units of production 
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Cef = C u e* K j, where:  Cef – real cost.  •  The Quantitative Method 
- takes into account the potential losses that may occur for certain categories of elements; 
- involves two stages: 1.  Determining the unit cost (or the average cost):  Cu =  , where:  Cu – unit cost;  Ch – total expenses  Qo – quantity obtained 2.  Determining the real cost considering the technological losses:  Cue = ,  where:  Cue – real unit cost;  Qu – used quantity.  •  The Method of Quantitative Equivalence of the Secondary Product and the Main Product 
- it is used when we obtain "coupled" products (a main product and a secondary one); 
- several stages must be followed: 1.  Transforming secondary production into main production- qs (QP)  qs (QP) =   , where: E – equivalence ratio; 2.  Calculating the theoretical main production quantity (Qpt) Qpt = Qp + qs (QP)  3.  Calculating the unit cost of the theoretical quantity for the main product  Cost Qpt =     4.  Calculating the expenses related to the secondary product qs Expenses qs = qs (QP) * Cost Q pt  5.  Calculating the unit cost of the secondary product   Cost qs=    2. Cost Allocation Methods – the supplementing method – it is used by establishing a criterion for the allocation of expenses, named as a basis for allocation. This method may be used in two variants: the classical variant or the structure relative figure variant. (Isai Violeta, 2010) 3. Methods for the separation of costs into variable and fixed costs – they are intended to estimate the costs for a next period. This is achieved by taking into account the fixed parts and the variable parts. There are two variants for calculation: 
• the method of least squares, 
• the method of maximum and minimum values. The weakness of the classical systems of calculation is that the offered information is relatively reduced. It cannot offer appropriate information to the management of the entity in order to be able to make the best decisions for the company, in good time. The calculations included in the traditional methods lead to getting late information and reflect some production aspects on which subsequent intervention would be impossible. These aspects require a real management of the costs by designing a new information system, able to cope with the current requirements of the market. (Talpeș Cristina Gabriela, 2012)  

3. Management Accounting– Present and Future The management accounting may be defined as a set of methods for the quantification, identification, collection, analysis and reporting of all information related to the operations and 
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activities performed by companies in order to develop strategic decisions to reach the targets set by the entity.  The concept of management accounting may be described depending on two aspects : 
• preoccupations that are prior to defining the accounting system and 
• depending on the targets of the entity but also on the type of processing of the acounting information. Within the accounting systerm, the identity of the management accounting may be achieved throough a set of structural elements such as: its primary objectives, its subject, methods and procedures used. (Achim S., 2014) The targets of the management accounting are highly important elements. They may be grouped as follows: 
• targets related to the analytical recording of accounting structures – they occur as results of activities and operations performed by the company (assets, equities, debts, incomes, expenses, results); they take into account the following aspects: 

- to ensure the analytical structures of the asset categories;  
- to ensure the analytical structure of the equity positions; 
- to ensure the analytical structure of the debt positions generated by various forms of financing; 
- to ensure the analytical structure of the expenses on activities (financial and extraordinary exploitation);  
- to ensure the analytical structure of incomes on activities;  
- to ensure the analytical structure of the results generated by the activity of the economic entitites. 

• Performance targets – some partial and full indicators are calculated in order to measure the profitability of the operations and their costs; 
• Forecasting and control targets – achieved by way of the income and expenditure budgets. All methods and means used by the entity to reach its main targets and their representation within the the information system of the company compose the method of the management accounting. The elements of the management accounting methods are the following: 
• consumption, observe, classify, group and generalize the information that constitute the subject of the management accounting; 
• assess, group ang generalize the accounting information for various criteria and situations; 
• cost calculation; 
• planning the activity of the entity; 
• methods of economic analysis; 
• presentation of internal reports for the information and decision support.  The management accounting is a scientific approach that may be presented as a group of structural elements that individualize it inside the accounting system and the economic systems. There are four different concepts, used for the organization of the management accounting, that were defined throughout time: 
• the concept of single entry bookeeping  – specific to simple form of organization, 

- may be used by the small businesses; 
• the concept of integrating/integralist organization 

- based on a a concurrent organization of the accounting information flows, 
- may be adopted by the companies in the service and the construction sectors; 

• the dualistic organization 
- consists in establishing two circuits to process costs, 
- may be achieved by using an account system that guarantees the achievment of the targets, 
- must match the information needs of the managers; 
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• the modern organization – takes into account new approaches to production based on advanced methods of assissting the decision-making procees, such as: 
- operational models to manage the companies just in time ( JIT) 
- operational models to manage the companies based on target costing (Target Costing) 
- operational models to manage the companies based on the organization of companies in responsibility centers  
- operational methods of calculating the cost per activity - ABC  methos (Activity Based Costing). (Achim S., 2014)  

4. The ABC Method (Activity Based Costing)-a method for the progress In their activity the managers must have a comprehensive knowledge of the mechanisms leading to performance. This is not possible from the outside, but from the inside, by daily efforts of the operational and management staff.  In order to avoid errors, the entities try to improve the costing system; thus, they guarantee a better reflection of the nonuniform resource consumption. The Activity Based Costing (ABC) Method is one of the ways that lead to the improvement of the costing system. It is not a perfect method, but it can provide solutions for the limitations of a traditional accounting system. Aimed at determining an appropriate cost, the ABC method assumes that the financial overhead are allocated according to the appropriation basis. This fact shall point out the cause and effect relationship of the activity and the product consuming it . The relevance of the cost obtained through this method greatly depends on the number of the cost drivers (evolved appropriation basis), as well as on their nature.  Using the ABC method in calculating the cost representa the integration of the instruments used by the entity in its management activity. The importance of using the ABC method is not given by the calculation per se, but rather by the necessity of being able to determine the origins of the costs, on the background of the causal relationships developed during the activity. Among the competitive advantages of the companies using this method we can mention: 
• determining customer profitability by the use of both components of the cost (the product cost and the client cost); 
• raising staff awareness; 
• adapting to the permanent changes in the market. The use of the ABC method points out the fact that the achievment of high performance is influenced by rethinking the organization of the company. This, in order to become more competitive and more open to the clients' requirements, an entity must take into account two aspects: pe de o parte the shortage of the product and service life span, and the widening range of products offered to the clients. These aspects ask for a flexible and progressive organization, like the one proposed by the Activity Based Costing Method. (Letitia Maria, 2012) The hypothesis that the use of the Activity Based Costing method leads to the improvement of the cost calculating system may be motivated by the following reasons: 
• the ABC method is based on the concept of activity consumption, and in turn, the activities are recource consumers; 
• the ABC method is limited to using only the primary distribution and does not use bith types of distribution (primary and secondary); 
• the ABC method is distinguished from the other methods by the fact that it uses the concept of cost drivers; they analyze the causality of the activity costs. The use of the ABC method leads to a permanent progress. Adopting a new type or organization, namely the transversal (proposed by this method) has always been cautiously considered by the managers of the companies. But after a common, coherent and detailed analysis of its advantages, as well as disadvantages of such an organization, the approach of the Activity Based Costing method may lead to high performance of the entities that decide to use this method.   The ABC method may be interpreted as a resource consumption system and not only as a simple system of product costing.  

5. Conclusions 
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The changes that occured throughout time in the economic environment and the modern technologies, the need for relevant information in the decision-making process, but also the will to achieve the established performance targets are just a few factors that have led to a new concept in costing for the management of a company.    Traditional aspects that can be identified in the costing have become more and more obvious. Thus, a need to improve costing methods and techniques has arised and this has been achieved by designing of appropriate calculation systems for the evolutionary stage of the present technology. The Activity Based Costing Method shows the causality relationship of activities, calculation subject and resources, due to the fact that resources are consumed by activities, while activities are consumed by products. The great issues the entities and managers are confronted with at present is how to choose the best costing system. Many ask themselves if it is better to choose the methods used in the past (the traditional methods), or to face the future without fear choosing the methods used at present (modern methods). But the literature of specialty tends to abandon the traditional systems, as they have many disadvantages for the present time. The ideal solution is to adopt the modern costing systems, which have much more advantages. A universal calculation system cannot exist. If it did, it should be designed and implemented according to the environment the entity operates in, as well as the internal conditions and the requirements of the management systems.   
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