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Abstract

This study explores accounting in terms of its openness towards new trends of the capital market in the context
of globalization and continuously changing needs of various categories of users. The theoretical framework of the
study explores the relations between traditional elements of financial and managerial accounting in correlation with
new trends generated by the development of sustainable corporate governance. Strategic managerial accounting has
been one of the new challenges brought by the need of companies to disclose their non-financial information related to
internal and external environment for short, medium and long-term decision-making. The authors look at the
regulatory framework in order to underline the evolution and conditions that businesses should comply with in their
internal and external reporting. For this purpose, annual reports of main companies listed on the Bucharest Stock
Exchange have been used in the empirical study. Specifically, the study proves that that the elements of modern
accounting cannot ignore key operations of company management. In this context, such information as risk
management, evaluation of investment, corporate social responsibility, internal audit, internal control, managerial
strategies, financial reporting, performance and stewardship are becoming very important.

Key words: accounting regulations; financial reporting; corporate social responsibility; annual financial statements;
strategic managerial accounting.
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1. Introduction

In collecting and processing of information related to business operations, accounting as the
main provider of information inside a company, should take into account both external and internal
factors. National and international regulatory framework together with constantly diversifying
requirements of internal and external users of financial and non-financial information play a key role
in the process of modernization of accounting. Also, technological revolution, the development of
capital market and international stock exchange are the next category of factors with significant
influence on information provided to accounting.

From this perspective, the study of relations between financial and managerial accounting is
not enough to take into account all factors that have been mentioned earlier. The study starts with the
analysis of the views of researchers in the field of accounting, and of the European and international
regulatory framework. The IFRS standards and the provisions of the EU Directives play a key role in
this sense. Still, together with the appearance of the Global Management Accounting Principles
issued by the Chartered Global Management Accountant, new dimensions have been added to the
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research rule in this field. The elements of accounting should be studies from the perspective of key
tasks of the accounting management [12].

Theoretical findings were practically tested based on the annual reports of companies listed on
BSE in 2015 compared to CGMA principles, this study has been further completed considering a
series of theoretical and regulatory studies, including the CGMA version for 2017, and empirically,
using annual reports of companies for 2018.

In contrast to other disciplines, accounting is mainly studied using the reports it provides. It
explains the maintenance of the regulatory nature of its theories. Still, it is not clear how current
accounting theories should be modelled, taking into account sustainable development, the growing
number of users, the pairing up with the system of performance and risk assessment.

2. Literature review

Theory guides a research study by its overall knowledge and ideas presented in a
generalised form. Positive theory of accounting appeared due to results reported in a series of
studies [21]. The first reason is linked to the following statement ,,Towards a positive theory for
determining accounting standards®. Watts and Zimmerman (1990) contend that the aim of this
theory is to explain and forecast accounting practices in order to repair the deficiencies of the
normative theory of accounting. According to this theory, we can understand better the sources of
pressure related to the need of designing accounting standards, the consequences of provisions of
different accounting standards on various groups of individuals, and the issues that need to be dealt
with in the allocation of resources [40].

This theory is center red on social responsibility: corporation use a set of means, such as
social responsibility actions in mass media in order to minimize the reported profit and to avoid
various political actions that could eventually generate costs that a company may have to pay toc
over the consequences of such political actions. The size of political costs mainly depends on the
company size [41]. So, to avoid the potential costs that would be difficult to acknowledge in
financial statements, various actions in mass media were initiated to reduce the obtained profit and
to contribute to strengthening of public’s trust and also to avoid conflict if a company has
monopoly on the market.

Contingency theory, within managerial accounting, refers to all processes needed to create a
control system ensuring the production of company’s items. These are the result of managerial
activity designing its structures depending on company’s strategies, its nature and size,
technological process and competitiveness on the market [43]. While Jokipii (2010) stresses such
factors as managerial strategies, size of company’s operations, organizational structure, degree of
perception of environmental uncertainties [29]. Hoque (2004) argues that according to this theory
the accounting system of accounting and control varies by circumstances and specific situations in
which an organization operates. Some authors believe that ,,there is no best model or system of
managerial control, it all depends on” situational or contextual factors”. Besides the factors
mentioned above, Hoque (2004) mentions a set other variables involved in designing and use of
accounting and control processes in organizations. These include: culture, organizational and
motivational values, style of decision-making, management’s trends for profit growth [25], etc.

In his study of the history of accounting theory, Chambers (2013) investigates whether there
are differences between accounting research and financial reporting practices. These being justified
by the fact that accounting research is done individually by research accountants assessing the
events independently in the context of their environment, culture or the economic development of
the country they belong to. While the accounting standards are developed by international non-
profit professional institutions whose members belong to different cultures, transparency calls for
the inclusion of a wide range of stakeholders, including the institutions with a high influence on the
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content of standards. Another relevant issue noticed by Whittington (2012; 1987; Watts and
Zimmerman) refers to the tendency of today’s researchers to disregard previous research. A
science developes when prior research is being incorporated and adjusts to the current need for
financial-accounting information and to the economic development [44, 42]. From this perspective,
we examine the need of updating the positive accounting theory. The new accounting theory of
Watts and Zimmerman (Whittington 2012; 1987) focuses on the needs of top management, the
accountants trying to describe economic reality considering these needs [44]. Highly critisised by
Christenson (1983; Whittington 2012; 1987), for whom it "is really a sociology of accounting” as it
focuses more on the bahviour of management and accountant and less on accoounting as such. In
our view, it is important as several views are considered, creative acccounting being developed due
to the fact that accountants are involved in decision-making [44]. Still, in order to formulate a new
theory that would be differentiated from other sciences, it should be completed by a set of elements
specifically related to accounting.

Another highly critisised aspect is related to the normative nature of accounting theories.
Economic globalisation shows that lack international standards in financial reporting is an obstacle
in its further development. Still, the development of such standards should consider not only the
users having direct financial interests, but also the clients, suppliers and other categories of users
with an indirect financial involvement. Another highly significant factor for the development of
accounting theories is taking into consideration the nature of decision to be made using the
information provided by accounting. In other words, it especially affects managerial accounting,
the normative nature referring mostly to financial accounting. An accounting theory should be
general and it should provide solutions for various problems faced by financial and managerial
accounting, taking into account past and future business transactions.

Irrespective of the above made claims, we argue that the accounting theories played a
significant role in shaping the content of financial reports. The idea of promoting today "sound
financial reporting” through international nature of financial reporting standards provides evidence
for the existence of solid prior scientific grounding that should be continuously used and adjusted
[42]. Despite the generality of a theory, the factors needed be examined in assessing the efficiency
of an accounting theory should include the level and specific features of economic and political
development, theoretical and pragmatic need for information in taking day-to-day decisions and
report-making, public and individual interests of various categories of users.

In spite of the high number of theories applicable to accounting, Hofstede et al. (2012)
focuses on organizational culture manifested as a set of symbols, values, etc. Accounting is viewed
as a language of business and its task is to handle symbols that make sense only to people involved
in a business [24]. Hofstede underlines that the accounting system in the United States and
Germany, viewed as masculine companies, focuses on reaching short-term financial goals. While in
Sweden and the Netherlands, accounting companies, seen as feminine companies, emphasize on
other values. In countries with strong uncertainty avoidance (Germany, France, Japan), the annual
reports sent to shareholders match the fiscal reports, while in countries with lower uncertainty
avoidance (USA, the Netherlands, Great Britain) fiscal reports differ from the reports sent to
shareholders.

Investigating the implications of corporate governance becomes highly important in
acquiring a deeper undersatnding of organisational culture. The early twenty-first century financial
scandals that occurred at Enron, Tyco International, WorldCom, Xerox etc. show the need of deep
changes in recording, processing and presenting financial and accounting data in financial
reporting. The old structure of board of directors containing the executive committees, including
the audit committee, fail to meet the new conditions imposed by big companies. Hilb (2016)
suggests that one of the causes of such scandals refers to the flaws of the agency theory, according
to which, the earnings could not be distorted, and the focus should be placed entirely on extrinsic
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motivation [23]. From this perspective, we think it is vital for reporting modeling to take into
account not only the needs of shareholders and board members, but also those of company
employees, clients, suppliers, or of other indirectly involved stakeholders [15]. So, the new vision
of corporate governance has been marked in terms of practice by corporate social responsibility,
and by the ,,Evolutionary Stable Strategy” when it comes to theory. This theory stipulates that in
order to gain a higher advantage than a competitor in economic games with more than two
rationally selected strategies, there should be some stable fixed points that would secure survival
[2].

The agency theory plays a key role in examining financial-accounting reporting although it
is one of the most criticised theories. After analysing the progress of this theory from Adam
Smith’s book, An Inquiry into the Nature and Causes of the Wealth of Nations, (1776) until today,
Zogning (2017) found that its accounting part refers to the relations between managers and owners
having different goals but taking decisions relying on the same data [47].

Another issue of agency theory linked to managerial accounting refers to the fact that now
most companies do not calculate their price based on cost but in line with market supply and
demand [10]. Stakeholder theory is also important in this sense although Friedman (2002; Archer
1995) outlines the need to do reseearch using the realist social theory. These relations could
generate various influences on the financial reporting data [19]. From this perspective, the author
suggests the need of breaking the stakeholders into four categories. The ethical side of the
stakeholder theory says that corporations shall not harm or deceit the stakeholders through any
specific action or supplied information [19].

There are authors who state that corporate social responsibility could be used as a smoke
screen using information transparency and sustainable development to gain a positive public image
[38]. In this sense, the credibility of actions and information supplied by these companies should be
critically assessed although some researchers support socially responsible company managers,
having a more ethical conduct [14]. The positive aspect of CSR policy promotion lies in
strengthening the relations with all categories of stakeholders [38] and developing innovation in
the process of adaptation to harsh conditions of the internal and external environment, including the
severity of legal regulation [37]. There persists another financial management issue related to the
way the climate change information is presented in financial reporting, despite the common set of
IFRS standards. The need for such data is due to legally binding Paris Agreement and the United
Nations Framework Convention on Climate Change, which should show the effort of a company in
its contribution to maintaining temperature rise in the world under 2°C.

Barth and Schipper (2008) studying the definition of transparency in IASB (International
Accounting Standards Board), FASB (Financial Accounting Standards Board) and in other
bibliographical sources, we reached the conclusion that neither researchers, nor those who made the
standards gave a clear definition of transparency [6]. So, the following definition was given:
transparency is the degree to which financial reports disclose the operations of a company in a
manner that would be easy to understand by all categories of users of financial reports. Now,
transparency is more complex in its nature, and we believe it should be researched in terms of
corporate governance. So, according to principles of Corporate Governance of Organization for
Economic Cooperation and Development (OECD 2015), corporate governance should ensure a
timely disclosure of accurate information regarding all significant matters in a company, especially
its financial situation, earnings, shareholders and governance [34]. As it may be observed, Barth
and Schipper (2008) discuss the need of disclosing clear information to all categories of financial
information users [5], while OECD principles (2015) stipulate that transparency is a timely and
comprehensive disclosure of all significant information. Development of corporate governance
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forces companies present, besides its financial reports, other information needed not only by
shareholders but also by other categories of users interested in company’s operations.

Globalization of business operations and growth of importance and power of stock
exchanges have generated the appearance of international financial reporting. The need to prepare
reliable and comparable financial information for the international market has stimulated the
process of global accounting harmonization [32]. Accounting regulatory framework of each
country has undergone a significant change by simplifying their national specificity and introducing
international accounting principles. So, financial reporting in different countries and fields of
activity can be compared as these are made using the same principles.

The history of International Accounting Standards Committee dates back to the end of
Second World War, which appeared due to the need of standardization of accounting principles. In
this sense, Sir Henry Benson, the Chairman of the Institute of Chartered Accountants in England
and Wales (ICAEW), founded the Accountant International Study Group in 1966 that included
representatives of accountants in the United Kingdom, USA and Canada. The Study Group
produced 20 brochures containing comparative studies on various accounting practices adopted in
the three countries. The activity of AISG stopped in 1977 as a result of creation of IASC and IFAC
[4].

IASC was founded in 1973, at the initiative of Sir Benson and other national accounting
international bodies from nine countries (Australia, Canada, France, Germany, Japan, Mexico, the
Netherlands, the United Kingdom, including Ireland and the United States). The objective of this
organization was to develop high quality International Accounting Standards (IAS) accepted
internationally, without the cultural influence of any professional organization or country. Although
IAS left room for various alternatives, IASC had to deal with the issue of compliance. Until 1987,
national accounting regulations had not taken into account the principles of standards imposed by
IASC, except for the United Kingdom, the United States, Australia and Canada. Even more,
various institutions affiliated to IASC lacked enough formal power to convince companies in their
countries to adopt the IAS standards as most listed companies were interested in accounting issues
[4].

By the end of the seventies, IASC had seen the need for growing the number of its members
and higher involvement of other users of accounting information besides accountants, in order to
ensure a higher level of compliance and greater international recognition. Some political pressure
was exerted by the USA, the United Nations, OECD and the European Union, due to the fact that a
set of standards could not be used internationally as these were made up only by accountants. In
IFAC was set up in 1977 and IASC risked being merged with the newly founded federation due to
overlap duties of the two institutions. To solve this problem, IASC AND IFAC made an agreement
— Pact of Mutual Commitments, which provided that all IFAC members became automatically
members of IASC. This way, IASC and IFAC remained to be two independent bodies but their
relations and roles had been clearly specified [4].

Now IFAC comprises 175 members and associations from 130 countries, representing
almost 3 million accountants. It is contributing to the development of the accounting profession by
promoting transparency, responsibility and comparability of financial reporting. One of the goals of
this institution is to support the International Ethics Standards Board for Accountants (IESBA) in
its communication and funding, to facilitate the process of appointment and selection of the board’s
council involved in writing up and updating the International Code of Ethics for accountants [28].

First accounting standard was published in 1975. Since then, the process of developing of
these standards has been significantly changed, and IASC was reorganized in 2001 [5], [6]. Starting
with 2005, companies listed on the Stock Exchange in Europe started to make their financial
reports in compliance with the International Financial Reporting Standards (IFRS). These contain
standards and interpretations issued by IASB and managed by the IFRS. The main goal of these
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foundations is to develop, for the interest of the public, a common set of high quality standards of
financial reporting that would be compulsory, comprehensive and accepted based on a set of clearly
defined principles.

The IFRS Foundation was set up in December of 2010 due to change of the name of IASC
Foundation. The common set of IFRS standards includes: International Financial Reporting
Standards (IFRS), International Accounting Standards (IAS), IFRIC Interpretations (Committee for
the Interpretations of International Financial Reporting Standards) and Conceptual Framework for
Financial Reporting. These standards have been accepted for application in 166 countries, divided
into following categories: Europe - 27% (44 countries), Africa - 23% (38 countries), Middle East -
8% (13 countries), Asia and Oceania — 20% (34 countries), America — 22p% (37 countries).

The European Commission has agreed with the use of IAS/IFRS on the basis of the decision
of the Accounting Regulation Committee (ARC), which benefits from technical assistance and
recommendations of EFRAG (European Financial Reporting Advisory Group) in its assessment of
IFRS [18]. The Directive 2013/34/UE of the European Parliament and the Council on annual
financial statements is promoting a policy aimed at increasing sustainable development and
reducing of administrative tasks, improving the regulatory framework and business environment,
especially for SMEs and, promoting their internationalization by eliminating beaurocracy. So, the
annual financial statements pursue several objectives, not just provide information to investors on
the capital market. The legislation of the European Union in the area of accounting sets a balance
between the interest of target readers of financial statements and the interest of companies so that
they are not excessively burdened by the reporting requirements.

The analysis of evolution of accounting standards compared to European directives shows a
new stage in the evolution of accounting. Up until recently, accounting had been researched from
the Anglo-Saxon or Anglo-American and Continental European perspectives. Now, there are two
groups of countries dominating financial reporting internationally: The European Union by means
of its directives, and the Anglo-Americans through IASC/IASB. The European Commission aims
to realign to IFRS, and the members of IASB, and especially the ones oriented towards Anglo-
Americans, to hold the majority and be able to influence the issued regulations. The I0OSCO (the
International Organization of Securities Commissions) is another actor with a significant influence
on the content of financial statements. The importance of this institution has grown due to capital
market development, especially through the growing influence of stock exchanges on data in
statements provided by accounting [18].

Despite the high growth of the role played by the professional accounting institutions, we
believe the views of independent researchers should also be studied. We should note the studies of
latridis [27] when companies from Great Britain switched from UK GAAP to IFRSs showing a

reinforced accounting quality. There are opinions [31], according to which, the financial reports of
companies facing the constraints imposed by some specific interests are adapated to match the
expectations of stakeholders, less constrained companies presenting more reliable data in their
reports. Another factor that may influence data in financial reports is related to the availability of
financial resources. Managers of companies with available resources have lower operational
efficiency, while those with high financial restrictions have a higher financial efficiency [31],
which is also influenced by the tax aggressiveness [17]. The companies modeling financial-
accounting information depending on the expectations of Stock Exchange players tend to increase
the profit, tax aggresiveness having a reverse tendency of profit lowering [17]. The quality of
financial reports could also be influenced by investors’ sentiments, being affected by the reduction
of stock value [46].
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The elements of traditional accounting system are shown in detail in Figure 1 by means of
financial and managerial accounting. These elements are supplemented by modern elements of
strategic managerial accounting.

Elements of accounting :
| 1

Managerial accounting Financial accounting
(internal users) (external users)
Non-financial statement @
Planning Decision- Cost accounting: Fillilllllﬁﬂl statements:_
and control | paking 1) Standard cost method 1) Fixed asset accounting
1) Relcvant informstion 2) Direct-costing method 2) Stocks accounting
for decision-making 3) Cost per order calculation 3) Casl:l accountmg
2) Budgetary system method . 4) Eqult.y accounting
3) Financial and non- 4) Calculation per step method 5) Recewalbles and debts
financial performance 5) Kaizen costing method accounting
measurement system 6) Target costing method 6) Income fmd €xpense
4) CVP analysis 7) JIT, WCM, Kanban tehnique, accounting
TQM 7) Accounting and taxation
8) Activity Based Costing / 8) Preparing financial statements
Activity Based Management and other external reports
Decisions based on internal reporting J Decisions basedon external reporting
4
Decisions made to implement strategies J
Future-oriented accounting Past-oriented accounting

Internal control — assurance of executive management of strategic objectives implementation

Internal and external audit — assurance of shareholders and other stakeholders of reliability of data
included in financial statements

Figure 1. Current and future features of the accounting system.
Source: Developed by the authors on the basis of [13].

As shown in Figure 1, accounting quantifies the value of business operations, using the
principle of double registration processes and presents it in internal and external reports. Traditional
elements of accounting are analyzed from the perspective of the two sub-systems: financial and
managerial accounting. This approach is the result of division of accounting by its two major
objectives: provision of information to its internal or external users.

Managerial accounting is the branch of accounting dealing with the development of
company management specific needs for information [43] . Management uses financial information
to ensure the efficiency and efficacy of its business operations [45]. Literature in the field does not
make a clear distinction between managerial and cost accounting. Several researchers see these
terms as interchangeable, others use the term cost management to unify the two types of
accounting, although this term does not belong to the accounting system.

Therefore, cost accounting connects financial and managerial accounting as it refers both to
internal and external users [30]. So, it provides information to both types of accounting in what
regards the resources in a company. The actual role of cost accounting is to provide the actual cost
calculated by means of various methods and principles of IFRS, as well as using other indicators of
financial performance. Decisions based on planned costs reflect future- orientation of companies
through their financial plans and budgets made on the basis of past data [13], [7], [8], [9].
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The recommended modern methods (Figure 1) to be used in the calculation of cost in the
studied companies are analysed theoretically or partially, only for specific products and operations.
An older international problem also reported by Stanley (2003) is the fact that there is a category of
managers who are less open to making changes related to the introduction of new methods. The
first cause for that could be the risk of profit reduction in the next periods, or the appearance of
tensions among the employees, resulting in additional efforts in setting up a new procedure for
taking decisions. We support Stanley’s view (2003) that the change of organisational architecture
should start with finding out the causes that have influenced the current structure, followed by a
detailed analysis of the advantages and disadvantages of the old structure compared to the new one.

Now, accounting is involved in decision making as the information it provides is produced
depending on the nature of a decision that should be made. A current research issue of modern
accounting refers to the costs made before and after the process of production that are not included
directly into the cost of products although influence the size of company profit. The resources used
by a company before the production process to cover the costs for product research, development
are the upstream costs, and the marketing, distribution and client service costs made after the
process of production are the downstream costs [43].

So, research and development managers ask for information about costs and Human
estimated income of producing new items or changing the existent ones. Human resource managers
need information on salaries, salary-related tax, bonuses and increments, benefits in kind, etc.
Production managers oversee the costs of raw materials, their quality and the consumed quantity
[45].

The traditional approach includes the calculation, evaluation and communication of relevant
costs for internal decisions. Strategic managerial accounting is a modern approach, and the costs
are assessed against the performance of competition. In this sense, the new structure of managerial
should take into account the three functions of management: planning, decision-making and
control. Therefore, Hansen et al. (2009) argue that the main features of accounting are: (i)
calculation of costs of products and services, (iii) planning and control, and (iii) decision-making
[22]. According to Hoque (2004), financial accounting in a production company registers all
operations, and the cost of production is calculated on the basis of rules of costs accounting [25].
For this purpose, cost management compares the real production cost with the budgeted cost, and
the strategic cost management combines the result of this analysis with other non-financial
indicators related to internal and external environment and uses it in future decision-making.

The main goal of financial accounting is to provide information to external users taking into
account the IAS/IFRS provisions and other national regulations. Most relevant reporting includes
such financial statements as the accounting balance, profit and loss account, the statement of
changes in equity, cash flow statement, etc. Before being sent to external users, these are checked
by another individual or legal person, independent from company’s operations called an external
auditor Kinney and Raiborn (2010) state that financial accounting in the 1900s was the main source
of information for evaluating business operations [30]. Companies often used return on investment
(ROI) to evaluate the performance of company affiliates. The way this indicator was calculated
does not match today’s formula as it was initially calculated by relating total income to total assets.
Now, this formula is getting closer to calculation of return on assets (ROA) and annual reports
together with financial reports contain many other indicators seen as financial and non-financial
performance. Information regarding company risks are also presented in the annual reports. The
problems shown by the authors refer to reality of such reports, often the information having a
symbolic nature [1] for the users of annual reports. To present efficient and transparent risk
management policies, managers should present reliable information, although the existence of other
interests forces them to supply symbolic information concerning the risks.
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Cokins (2014) reported that the financial accounting reports referred mainly to past events,
while managerial accounting reports considered future events [13]. This proves that managerial
accounting has extended its roles by including data provided by financial accounting into the
system of performance measurement. However, this contradicts with the views of Horngren et al.
(2012) that financial accounting data refer to past events in terms of their financial statements,
while performance refers to future events [26]. Managerial accounting is future- oriented through
its budgets. We argue that now financial accounting refers to future events through its risk
assessment of a company and showing the provisions needed to cover potential debts or bad debts,
etc.

Today, accounting is facing new challenges given by the need to prepare non-financial
reports. Disclosure of non-financial information in accordance with the Directive 2014/95/EU of
the European Parliament and the Council as of October 22, 2014 is an essential component in
ensuring the development of a sustainable international economy (EP 2014). Non-financial reports
are a mixture between long-term profitability with social justice and environmental protection. So,
some companies, as a rule companies with more than 500 employees over one financial year,
should prepare a non-financial statement. This report should contain environmental, social and
personal issues, information on respect for human rights, fight against corruption and bribery [16].

Finally, we observe that currently information provided by accounting is the result of
evolution of accounting, as well as society in general. This has been shown theoretically by
reviewing the literature in the field. The empirical study to further complete the study and is based
on the content of annual reports of companies from the main segment of the Bucharest Stock
Exchange.

3. Methods

Presentation of theoretical and regulatory aspects of accounting in ensuring the
continuously changing needs of different categories of users should be combined with the practical
issues. The accounting research is considered to be completed only after a close evaluation of
company’s overall results. Therefore, the empirical study was conducted using the Global
Management Accounting Principles - Guide (CGMA 2017), from which, we have extracted the
main categories associated with key activities of the accounting management. This guide was made
by AICPA (American Institute of CPAs) in cooperation with CIMA (Chartered Institute of
Management Accountants) [12].

To verify the degree of correspondence between theoretical and pragmatic approaches to
relations among the elements of the accounting system, we have analyzed the annual reports for
2015 and 2018. The information contained in this article presents a generalisation of detailed prior
research on managerial control and corporate governance. Accounting as an element that combined
with the earlier mentioned elements is more valuable and needs a specific approach. So, this study
also comprises a manually performed content analysis, which makes use of the elements that could
not be considered in earlier studies.

The reports were extracted from the web page of the Bucharest Stock Exchange (BVB)
within the regulated market. The companies operating in the financial sector were excluded from
the sample, and there remained 39 companies for 2015 and 31 for 2018. We used content analysis
as a method for collecting and processing the information used in the empirical research.

4. Results and discussion

In studying the key operations of the accounting management, we considered the CIMA’s
view on the global principles of accounting management and generally accepted accounting
principles of the IFRS standards. Up to now, there has been no other similar conceptual framework
that would regulate the activity of the accounting managers in terms of accounting practices and
practical conditions imposed by global economy. Therefore, financial officer’s duties and
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responsibilities (CFO) include accounting, as well as other areas: external reporting, financial
accounting and operations, performance management, other technical expertise etc. External
reporting includes complete financial reports comprising corporate accounts, statements of
management and external auditors. Report integrity is another feature that needs to be complied
with and it entails an overall vision on the financial and non-financial performance of an
organization, and the business model and the risks and strategies needed for efficient assessment of
performance expected in the future [12].

Categories in Figure 2 show the current practical roles of the accounting management. As it
may be observed, 100% of companies during 2015 and 2018 included information regarding
financial situation, system of performance measurement and stewardship. It reflects a maturity of
external financial reporting and also the level of development of the capital market represented by

BVB.
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Figure 2. Areas of accounting management in the annual reports of Romanian companies, (%)
Source: Source: Developed by the authors based on data from Bucharest Stock Exchange.

Managerial strategies and internal control are the categories with the lowest percentage in
Figure 2, still, we should consider the fact that these are the newest categories, and the results of the
study show that some managers understand the need to introduce them. The percentage of 54% in
2015 and 46% in 2018 prove that a significant number of listed companies include information on
the way internal control procedures are organized, and the results of sections 302 ,,Social
responsibility of corporations in financial statements* and 404 ,,Managerial evaluation of internal
control* of the Sarbanes Oxley, act have been felt even in Romania.

The content of performance management is consistent and includes: plans, costs, risk,
management projects, governance and internal audit. Although in Figure 2 many of these elements
are separate categories, these still belong to the system of performance management. For example,
risk management had a significant share in 2015 — 95%, with a slight decrease in 2018 - 90%.
Corporate governance and internal audit are included into this category, which decreased in 2018
by 14% and 13% in terms of internal audit, showing the importance of the regulatory framework
that has imposed these reports. So, companies have to submit financial statements, although for
other components shown in Figure 2, there are no direct provisions in the legislation, it depends on
the view of the company management.

The 100% weight of performance in annual reports in Figure 2 shows a general size.
Although lately non-financial performance has been playing a key role in the decision-making
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process, financial performance is still the reference point in company evaluation, the components of

financial performance are further analyzed in Figure 3.
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Figure 3. Use of financial performance indicators, (%)
Source: Developed by the authors based on data from Bucharest Stock Exchange

Indicators in Figure 3 have been analyzed on the basis of annual reports of listed companies
in the main segment of BVB. If profit until recently has been the main element of financial
performance, it has now been replaced by a series of indicators shown in the figure above.

Indicators of profitability refer to the first three indicators in Figure 3, and the weight higher
than 31% is the gross profit margin for 2015. For 2018, we observe a significant reduction of the
degree of inclusion of these indicators into the annual reports, with 7% for the three indicators,
namely, 2 out of 31 companies calculated these indicators. Concerning the indicators assessing the
financial and business efficiency, it could be seen that the highest weight of 13% in 2018 and 31%
in 2015 is found in the receivable’s turnover ratio. In the category of liquidity and of indebtedness
indicators, current liquidity ratio has the highest weight for both periods. If we are to analyze them
in dynamics, we note a significant decrease from 64% in 2015 to 26% in 2018.

As for other indicators, most relevant are EPS (Earnings per share) and EBIDTA (Earnings
before interest, tax and depreciation adjustment), with significant fluctuations from one period to
another.

5. Conclusions

Now, the content of provided information does not need to be always accompanied by
elements of financial and managerial accounting. Strategic accounting and social responsibility
have lately developed significantly, and their elements should be integrated into the main
accounting system. This unification links financial and non-financial information that consider not
only past events but also company’s strategic future.

The new theory of accounting should start from the contingency theory and be adapted
considering today’s approaches to corporate governance theories, the stakeholder theory, the realist
social theory, etc., as well as the normative perspective. The reliability of company financial reports
is a function determined by the expectations of Stock Exchange actor, the amount of available
resources, risk and performance management and tax policies. In this sense, the implementation of
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active and transparent policies of corporate social responsibility is not a key element in justifying
the quality of financial-accounting information.

The results of theoretical and practical studies enable us to observe that the scope of
accounting has extended, and its elements cannot be associated only with assets, own equity and
debts in the accounting balance. Internal and external reports provided by accounting include
financial quantitative and non-financial qualitative information. Today, we observe more often that
the accounting system has become a real support for communicating and implementing strategies,
and also a source of information for top management in the process of long-term decision-making.

This is the main reason why we would like to underline that the accuracy of data and
calculations are important for information credibility, its regular updating ensuring proper support
for short-term decision-making. Also, the company size, its organisational structure and type of
business calls for the use of different systems of accounting management.

There are three main limitations in this study. The study comprises companies from the
main segment of the Stock Exchange without including small businesses. Data processing was done
by the authors manually, without using software. The study results and its research methodology
are presented as an overview as they are based on more detailed studies of corporate governance
where accounting appears as a component.

6. Bibliography

[1] Abraham Santhosh, Shrives Philip J. (2014). Improving the relevance of risk factor
disclosure in corporate annual reports. The British Accounting Review, Volume 46, Issue 1,
March, pp. 91-107. Available online: https://doi.org/10.1016/j.bar.2013.10.002 (accessed on 09
March 2024).

[2] Adami Christoph, Schossau Jory and Hintze, Arend. (2016). Evolutionary game theory
using agent-based methods. Physics of Life Reviews 19: 1-26, Volume 19, December, pp.1-26,
Elsevier. Available online:
https://www.sciencedirect.com/science/article/pii/S1571064516300884  (accessed on 09
February 2024).

[3] Alexander, David, and Simon Archer. (2000). On the Myth of “Anglo-Saxon” Financial
Accounting. The International Journal of Accounting 35(4): 539-557.

[4] Argento, Daniela, Kees Camfferman, and Stephen A. Zeff. (2008). Financial reporting and
global capital markets. A history of the International Accounting Standards Committee, 1973—
2000. J Manage Governance 12: 127-132.

[5] Barth, Mary E., Wayne R. Landsman, and Mark H. Lang. (2008). International Accounting
Standards and Accounting Quality. Journal of Accounting Research, Vol. 46, No. 3, June, 467-
498. Available online: https://onlinelibrary.wiley.com/doi/pdf/10.1111/].1475-
679X.2008.00287.x (accessed on 21 March 2024).

[6] Barth, Mary E., and Katherine Schipper. (2008). Financial Reporting Transparency. Journal
of Accounting, Auditing & Finance 23(2): 173-90.

[7] Birca, Aliona. (2017a). Controlul de gestiune in optimizarea performantei entitatii. asi: Tipo
Moldova [Management control in the optimization of the entity performance]. Pages: 220.
Available online: https://www.tipomoldova.ro/books/controlul%20de%20gestiune.pdf
(accessed on 14 April 2024).

[8] Birca, Aliona. (2017b). The new trends in management control. Annals of the Constantin
Brancusi, University of Tdargu Jiu, Economy Series 3. 51-56. Awvailable online:
https://www.utgjiu.ro/revista/ec/pdf/2017-03/06_ ALIONA%20BIRCA.pdf (accessed on 21
April 2024).

[9] Bostan, Ionel, Aliona Bircd, Neculai Tabaria, and Ligia Muntean Jemna. (2019).
Relationships between Sustainable Management Control and Performance Appraisal System.

»ACADEMICA BRANCUSI” PUBLISHER, ISSN 2344 — 3685/ISSN-L 1844 - 7007

97


file:///D:/GSA.%20stiinta/articole/GSA.articole%20.3/11.GSA....BOSTAN..%202020/GSA.%20decembrie%202022/ARTICOLE/Volume%2015,%20Issue%203
https://doi.org/10.1016/j.bar.2013.10.002
https://www.sciencedirect.com/journal/physics-of-life-reviews/vol/19/suppl/C
https://www.sciencedirect.com/science/article/pii/S1571064516300884

Annals of the ,,Constantin Brincusi” University of Targu Jiu, Economy Series, Issue 4/2024

Postmodern Openings 10(4): 08-28. Available online:
https://lumenpublishing.com/journals/index.php/po/article/view/2369 (accessed on 25 April
2024).

[10] Brickley James A., Dark Frederick H. (1987). The choice of organizational form. The Case
of Franchising. Journal of Financial Economics 18, pp. 401-420. Elsevier Science Publishers
B.V., North-Holland. Available online: https://doi.org/10.1016/0304-405X(87)90046-8
(accessed on 09 February 2024).

[11] Brickley James A., Smith Jr. Clifford W., Zimmerman Jerold L. (2005). Corporate
governance, ethics, and organizational architecture. Journal of Applied Corporate Finance,
Volume 15, Issue 3,pp. 34-45. Awvailable online: https://doi.org/10.1111/j.1745-
6622.2003.tb00459.x (accessed on 10 February 2024).

[12] CGMA/Chartered Global Management Accountant, (2017). Global Management
Accounting Principles. Chartered Institute of Management Accountants. The Helicon One
South Place, London EC2M 2RB. Available online:

https://www.cgma.org/content/dam/cgma/resources/reports/downloadabledocuments/global-
management-accounting-principles.pdf (accessed on 27 February 2024).

[13] Cokins, Gary. (2014). Top 7 Trends in Management Accounting, Part 2, In: Management
Accounting, January, Strategic finance. Pp. 21-47.

[14] Dimitropoulos Panagiotis E. (2020). Corporate social responsibility and earnings
management in the EU: a panel data analysis approach. Social Responsibility Journal,
Emerald  Publishing. Vol. 18 No. 1, pp. 68-84. Available online:
https://www.emerald.com/insight/content/doi/10.1108/SRJ-04-2020-0156/full/html (accessed
on 08 March 2024).

[15] Concalves T., Gaio C. and Ferro A. (2021). Corporate Social Responsibility and Earnings
Management: Moderating Impact of Economic Cycles and Financial Performance. MDPI,
Basel, Switzerland, Journals Sustainability, Volume 13, Issue 17, pp. 1-14. Available online:
https://www.mdpi.com/2071-1050/13/17/9969 (accessed on 09 February 2024).

[16] EP/European Parliament and of the Council (2014). Directive 2014/95/EU of the European
Parliament and of the Council of 22 October 2014 amending Directive 2013/34/EU as regards
disclosure of non-financial and diversity information by certain large undertakings and groups
Text with  EEA relevance. Available online:  https://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:32014L0095&from=EN (accessed on 23 March 2024).

[17] Firmansyah Amrie, Bayuaji Reza. (2019). Financial Constraints, Investment Opportunity
Set, Financial Reporting Aggressiveness, Tax Aggressiveness: Evidence from Indonesia

Manufacturing Companies. Academy of Accounting and Financial Studies Journal, VVolume
23, Issue 5. Available online: https://www.abacademies.org/articles/financial-constraints-
investment-opportunity-set-financial-reporting-aggressiveness-tax-aggressiveness-
evidence-from-indonesia-man-8552.html (accessed on 10 April 2024).

[18] Flower, John and Gabi Ebbers. (2002). Global financial reporting. New York: Palgrave,
Houndmills, Basingstoke, Hampshire. Pages: 677. Available online:
https://www.amazon.com/Global-Financial-Reporting-John-Flower/dp/033379477X (accessed
on 25 March 2024).

[19] Friedman Andrew L., Miles Samantha. (2002). Developing stakeholder theory. Journal of
Management Studies, 39:1, Blackwell Publishers Ltd, Volume 39, Issue 1, January, pp. 1-21.

Available online: https://doi.org/10.1111/1467-6486.00280 (accessed on 09 February 2024).

[20] Gagnon, Jean-Marie. (1967). Purchase Versus Pooling of Interests: The Search for a
Predictor. Journal of Accounting Research 5,187-204.

[21] Gordon, Myron J. (1964). Postulates, Principles and Research in Accounting. The
Accounting Review 39(2): 251-63. Available online: http://www.jstor.org/stable/243515
(accessed on 25 March 2024).

»ACADEMICA BRANCUSI” PUBLISHER, ISSN 2344 — 3685/ISSN-L 1844 - 7007

98


https://doi.org/10.1016/0304-405X(87)90046-8
https://onlinelibrary.wiley.com/action/doSearch?ContribAuthorRaw=Brickley%2C+James+A
https://onlinelibrary.wiley.com/action/doSearch?ContribAuthorRaw=Smith%2C+Clifford+W
https://onlinelibrary.wiley.com/action/doSearch?ContribAuthorRaw=Zimmerman%2C+Jerold+L
https://onlinelibrary.wiley.com/journal/17456622
Volume%2015,%20Issue%203
https://doi.org/10.1111/j.1745-6622.2003.tb00459.x
https://doi.org/10.1111/j.1745-6622.2003.tb00459.x
https://www.emerald.com/insight/content/doi/10.1108/SRJ-04-2020-0156/full/html
https://www.mdpi.com/2071-1050/13/17/9969
https://www.abacademies.org/articles/financial-constraints-investment-opportunity-set-financial-reporting-aggressiveness-tax-aggressiveness-evidence-from-indonesia-man-8552.html
https://www.abacademies.org/articles/financial-constraints-investment-opportunity-set-financial-reporting-aggressiveness-tax-aggressiveness-evidence-from-indonesia-man-8552.html
https://www.abacademies.org/articles/financial-constraints-investment-opportunity-set-financial-reporting-aggressiveness-tax-aggressiveness-evidence-from-indonesia-man-8552.html
https://www.sciencedirect.com/journal/physics-of-life-reviews/vol/19/suppl/C
https://doi.org/10.1111/1467-6486.00280

Annals of the ,,Constantin Brincusi” University of Targu Jiu, Economy Series, Issue 4/2024

[22]

[23]

[24]

[25]

[26]

[27]

[28]

[29]

[30]

[31]

[32]

[33]

[34]

[35]

Hansen, Don R., Maryanne M. Mowen, Liming Guan. (2009). Cost Management:
Accounting & Control. Library of Congress Control Number: 2007939321, ISBN:13-978-0-
324-55967-5; South-Western Cengage Learning 5191 Natorp Boulevard Mason, OH 45040
USA. Pages: 865.

Hilb Martin. (2016). New Corporate Governance. Successful Board Management Tools.
5th. Springer-Verlag Berlin Heidelberg Center ISBN 978-3-662-49060-0 (eBook). Available
online: https://link.springer.com/book/10.1007/978-3-662-49060-0 (accessed on 09 February
2024).

Hofstede, Geert, Gert Jan Hofstede, and Mihael Minkov. (2012). Culturi si organizatii
[Cultures and organisatins]. Bucharest: Humanitas. Transl. M. Zagrofi. Pages: 510. Available
online: https://humanitas.ro/assets/media/culturi-si-organizatii.pdf (accessed on 27 February
2024).

Hoque, Zahirul. (2004). Strategic Management Accounting, Concepts, Processes and
Issues, London: Spiro Press, 2 edition, January 25. Pages: 395. Available online:
https://www.goodreads.com/book/show/11190848-strategic-management-accounting-2nd-
edition (accessed on 20 March 2024).

Horngren, Charles T., Srikant M. Datar, and Madhav V. Rajan. (2012). Cost
accounting: a managerial emphasis. Pearson Prentice Hall, Upper Saddle River, New Jersey,
07458. ISBN:978-0-13-210917-8. Pages: 892.

latridis George. (2010). International Financial Reporting Standards and the quality of
financial statement information, International Review of Financial Analysis, Volume 19,
Issue 3, June, pp. 193-204. Awvailable online: https://doi.org/10.1016/j.irfa.2010.02.004
(accessed on 10 March 2024).

IESBA/International Ethics Standards Board for Accountants. (2018). Handbook of the
International Code of Ethics for Professional Accountants, International Federation of
Accountants (IFAC). Available online: https://mf.gov.md/sites/default/files/legislatie/Codul-
etic-2018.pdf (accessed on 3 February 2024).

Jokipii, Annukka. (2010). Determinants and consequences of internal control in firms: a
contingency theory based analysis. J Manag Gov 14: 115-144,

Kinney, Michael R., and Cecily A. Raiborn. (2010). Cost Accounting: Foundations and
Evolutions. Publication City/Country Mason, United States, Edition Statement 8th Revised
ed.; ISBN:10-14390446109.

Kurt Ahmet C. (2018). How Do Financial Constraints Relate to Financial Reporting
Quality? Evidence from Seasoned Equity Offerings. European Accounting Review. Volume
217, Issue 3, pp. 527-557. Available online:
https://www.tandfonline.com/doi/full/10.1080/09638180.2017.1279556 (accessed on 09
February 2024).

McLeay, Stuart, and Angelo Riccaboni (Eds.). (2012). Contemporary issues in accounting
regulation. Published by Springer Science USA & Business Media. doi:10.1007/978-1-4615-
4589-7; ISBNs:978-1-4613-7073-4, 978-1-4615-4589-7. Pages: 211.

Milne, Markus. (2002). Positive accounting theory, political costs And social disclosure
analyses: a critical look. Critical Perspectives on Accounting 13: 369-395.
OECD/Organisation for Economic Cooperation and Development. (2015). Principles of
Corporate Governance, G20/OECD. Available online: https://ecgi.global/code/g200ecd-
principles-corporate-governance-2015 (accessed on 5 March 2024).

Persson Martin Emanuel. (2013). The Rise and Fall of Comprehensive Accounting
Theories: R. J. Chambers and Continuously Contemporary Accounting. Elsevier, SSRN, pp. 1-
294  Available online: https://papers.ssrn.com/sol3/papers.cfm?abstract id=2329188
(accessed on 10 March 2024).

»ACADEMICA BRANCUSI” PUBLISHER, ISSN 2344 — 3685/ISSN-L 1844 - 7007

99


https://link.springer.com/book/10.1007/978-3-662-49060-0
https://www.sciencedirect.com/journal/international-review-of-financial-analysis
https://www.sciencedirect.com/journal/international-review-of-financial-analysis/vol/19/issue/3
https://www.sciencedirect.com/journal/international-review-of-financial-analysis/vol/19/issue/3
https://doi.org/10.1016/j.irfa.2010.02.004
https://www.tandfonline.com/author/Kurt%2C+Ahmet+C
https://www.sciencedirect.com/journal/international-review-of-financial-analysis/vol/19/issue/3
https://www.sciencedirect.com/journal/international-review-of-financial-analysis/vol/19/issue/3
https://www.tandfonline.com/doi/full/10.1080/09638180.2017.1279556
https://ecgi.global/code/g20oecd-principles-corporate-governance-2015
https://ecgi.global/code/g20oecd-principles-corporate-governance-2015
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1327162
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2329188

Annals of the ,,Constantin Brincusi” University of Targu Jiu, Economy Series, Issue 4/2024

[36] Phillips Robert, Friedman R. Edward and Wicks, Andrew C. (2003). What stakeholder
theory is not. Business Ethics Quarterly, Volume 13, Issue 4, pp. 479-502. Available online:
https://doi.org/10.5840/beq200313434 (accessed on 10 February 2024).

[37] Sapra Haresh, Subramanian Ajay and Subramanian Krishnamurthy V. (2014).
Corporate Governance and Innovation: Theory and Evidence. The Journal of Financial and
Quantitative Analysis, Cambridge University Press, Volum 49, No. 4, August., pp. 957-1003.
Available online: https://www.jstor.org/stable/43303976 (accessed on 10 March 2024).

[38] Sofian F.N.R.M., Mohd-Sabrun 1., Muhamad R. (2022). Past, Present, and Future of
Corporate Social Responsibility and Earnings Management Research. Australasian
Accounting, Business and Finance Journal, Volume 16, No.2., pp. 116-144. Available online:
https://ro.uow.edu.au/aabfj/vol16/iss2/9/ (accessed on 10 March 2024).

[39] Sunder Shyam. (2015). Risk in Accounting. Abacus, A Journal of Accounting, Finance and
Business Studies, Volum. 51, No. 4. Available online: https://doi.org/10.1111/abac.12060
(accessed on 09 February 2024).

[40] Watts, Ross L., and Jerold L. Zimmerman. (1990). Positive Accounting Theory: A Ten
Year Perspective. The Accounting Review 65(1): 131-56. Available online:
http://www.jstor.org/stable/247880 (accessed on 6 March 2024).

[41] Watts, Ross L., and Jerold L. Zimmerman. (1978). Towards a Positive Theory of the
Determination of Accounting Standards. The Accounting Review 53(1): 112-34. Available
online: http://www.jstor.org/stable/245729 (accessed on 7 March 2024).

[42] Watts Ross L., Zimmerman Jerold L. (1979). The Demand for and Supply of Accounting
Theories: The Market for Excuses. The Accounting Review, American Accounting
Association, VVolume 54, No. 2, pp. 273-305.

[43] Weetman, Pauline. (2010). Management Accounting. England: Pearson Education Limited.
2nd Edition, Financial Times Press, London. Pages: 587.

[44] Whittington G. (1987). Positive Accounting: A Review Article. Accounting and Business
Research, Volume 17, Issue 68. Available online:

https://doi.org/10.1080/00014788.1987.9729816 (accessed on 9 March 2024).

[45] Wild, John, Ken Shaw, and Barbara Chiappetta. (2011). Fundamental accounting
principles. 20th ed, Published by McGraw-Hill, New York. ISBN-13:978-0078110870,
ISBN-10:0078110874. Pages: 213.

[46] Yin Yugang, Tian Rongfu. (2017). Investor Sentiment, Financial Report Quality and Stock
Price Crash Risk: Role of Short-Sales Constraints. Emerging Markets Finance and Trade,
Volume 53, Issue 3: Investment, Corporate Finance, and Financial Institutions in Emerging
Markets, pp. 493-510. Available online:
https://www.tandfonline.com/doi/abs/10.1080/1540496X.2015.1093844 (accessed on 09
March 2024).

[47] Zogning Felix. (2017). Agency Theory: A Critical Review. European Journal of Business
and Management, Volume 9, No.2 . International Institute for Science, Technology and
Education, Core. Available online: https://core.ac.uk/reader/234627680 (accessed on 10
February 2024).

»ACADEMICA BRANCUSI” PUBLISHER, ISSN 2344 — 3685/ISSN-L 1844 - 7007

100


https://doi.org/10.5840/beq200313434
https://www.jstor.org/stable/43303976
https://ro.uow.edu.au/aabfj/vol16/iss2/9/
https://doi.org/10.1111/abac.12060
https://www.jstor.org/stable/i302487
https://www.tandfonline.com/author/Whittington%2C+G
https://www.sciencedirect.com/journal/physics-of-life-reviews/vol/19/suppl/C
https://doi.org/10.1080/00014788.1987.9729816
https://www.tandfonline.com/author/Yin%2C+Yugang
https://www.tandfonline.com/author/Tian%2C+Rongfu
https://www.tandfonline.com/doi/abs/10.1080/1540496X.2015.1093844
https://core.ac.uk/reader/234627680



