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MA Philosophy I11: Filling Up the Moat

Introduction

Thefirst two articlesin this series proposed a structure comprising afoundation
and two cornerstones for management accounting (MA), intended as afirst step towards
the restoration for the profession. The foundation is the recognition that the
correspondence definition of truthiswholly applicableto MA. The two cornerstones are
the principle of causality for operational modeling and the principle of analogy to support
managers optimization endeavors.

One will find ample support for the proposed structurein MA tradition, which has
endured its share of criticism from new approaches that have emerged since the early
1980's." To put these criticisms and the claims of prevailing MA approachesinto
perspectivethis article first outlines an evaluation framework. The framework, inline with
the need for MA to be manager and enterprise optimization centric, is based on the laws
and principles discussed in the first two articles and comprisesthree dimensions (1) the
optimization scope, (2) the underlying inductive principles, and (3) the degree of system
structure. Aswas the case in the first two articles, philosophy will again be called upon,
thistime to assist in evaluating prevailing criticisms and assertionsin MA. A number of

recognized logical errorswill prove helpful in this regard.

Evaluation Dimension 1: Optimization Scope

Optimization scope comprises two dimensions. (1) the value chain areas earmarked
for optimization focus (breadth of optimization scope), and (2) the range of decisions used
in optimization actions (the depth of optimization scope). For MA to support managers
optimization endeavorsthese two dimensions dictatethe reach of its cost model.

The first scope dimension, breadth, consists of four value chain optimization areas:
(2) sourcing the resource/input markets, (2) applying inputs in the conversion process (3)
producing outputs, and (4) applying enterprise outputs in product/service markets.? Figure

1 depicts each of these aress.

! MA Tradition as used in this series of articles refersto the body of MA knowledge accumulated over more
than a century prior to the explosion in tools, methods, and ‘new’ thinking in the 1980's and beyond.

2 Jackiw, C. & Van der Merwe, A. 1999. “ Strategic Cost Management in the Airline Industry.” The
Handbook of Airline Finance. Butler, F. & Keller, M. Editors. McGraw-Hill. Oakdale, NY. p. 108.
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Figure 1: Optimization Areasin the Extended Value Chain
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Sourcing resource/input markets. New technol ogies, methods and resources are
acquired to optimize conversion. Decisionsstrive to maximize limited investment
resources through capital replacement, investment, sourcing, and resource outsourcing.

Applying inputs in conversion emphasi zes efficiency(doing things right). Decisions
address the application and utilization of resources, resource realignment or redeployment,
process improvements, eliminating waste, and capacity management.

Producing outputs focuses on effectiveness (doing the right things), producing the
right outputs. Decisions here deal with product make-or-buy, supporting new product
introduction, processi mprovements, reengineering, and eliminating waste.

Applying enterprise outputs to product/service markets. Decisions cover target
markets and market segments, costs-to-serve these, product/service mix, product
discontinuance, entering new markets and/or new productsin existing markets.

The following are two examples of optimization focus based on the value chain
areas. In mining precious metas, ore yield is the primary determinant of product costs.
Leading edge geological exploration and the most efficient inputs for processing ore
tonnage place the emphasis on the input side of Figure 1. In contrast, high-tech industries
are subject to product life cycles measured in months and often supersede the majority of
their productsin one year. Consequently, the emphasisis on R&D, new product
technologies, their introduction to the market, and related first-mover advantages. The

focus is decidedly more toward the two output areas
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The second optimization scope dimension, depth, is concerned with the information
needs rel ated to the magnitude of change that result from optimization decisons. More
Incisive decisions require deeper insight into causal relationships and the decision’s
effects. For MA this means providing information on arange of cost concepts appropriate
to the full range of optimization decisions, which include:

¢ throughput costs (when deciding to produce one additional unit within the relevant
range on a constrained resource),

e incremental costs (the differencein total cost between two aternativesin a decision),

e short run variable/proportional costs (when considering the opportunity cost of
mutually exclusive uses of resources),

e attributable costs (for divestment decisions such as a bank outsourcing its
information technology function)3,

o full costs (for strategic decisions such as atool manufacturer entering the South

American market by establishing a plant in the region).

In the evaluation framework the optimization scope dimension serves to gauge a
MA approach’s optimization capabilities. For example, the optimization scope of a
throughput approachisillustrated in Figure 2. Compared to the full breadth and depth of
optimization scope (the transparent oval disksin Figure 2) the throughput approach’s
optimization capability is represented by the solid (purple) disk. The approach’s breadth
covers portions of value chain areathree (producing outputs) and areafour (apply outputs
to markets) while its depth caters only for the first cost concept (throughput costs) useful
for decisions that result in small changesin output.

3 Shillinglaw, G. 1963. “The Concept of Attributable Cost.” Journal of Accounting Research. Chicago, IL.
p 73— 85.
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Figure 2: Depth and Breadth of MA Scope
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Evaluation Dimension 2: InductivePrinciples

Asindicated in the second article in this seriesthe inductive principles of empirical
science and historical science both featurein MA systems. There are tradeoffs between
these two branches as the primary basisfor aMA system. Figure 3illustrates the trade off
between total system cost and decision transaction cost.* A pure empirical system relies on
special studies for decision support and has high decision transaction costs but low system
cost (Ieft side of Figure 3). In contrast a system with a comprehensive cost model that
relies on historical science principles to support a wide range of optimization decisions has
high system costs but low decision transaction costs (right side of Figure 3).

Companies that do not have aMA system or have a simplified system depend on the
empirical approach for many decisions. Such an approach is expensive where the nature of
the business dictates the need for extensive optimization scope. The empirical approach is
also subject to timing offsets such as an event that cannot be observed within the time the
decision must be made: a specia study on a product not manufactured for awhile or
construction and civil engineering projects. In contrast a system based on theinductive

principles of historical science will over time establish and refineits standards as it

4 System costs comprise implementation and maintenance costs and decision transaction costs comprise the
costs to collect, collate and process decision support information.
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experiences/observes such infrequent events and includes them in the cost model,
significantly lowering the cost and the risk of these types of decisions.

Figure 3: MA SystemsInductive Principles Cost Trade Offs

The appropriate mix of these two branches of inductive logic in aMA systemis
influenced by a number of factorse.g., the volume of decisions, the ratio of small decisions
(those within the relevant range) to more penetrating decisions (e.g., capacity adjustment
and product rationalization decisions). The complexity of an enterprise and its
optimization scope aso plays an important role; more challenging and dynamic
optimization environments require the sophistication of aMA system based on historical

science.
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Evaluation Dimension 3: The Degree of System Structure

The third dimension of the evaluation framework accounts for the degree of formal
structure in the MA system. For example, consider Figure 3 as it would apply for asole
proprietor who has al the information he needs for decision making in hishead. Decision
transaction cost will be very low even without aformally structured system — the best of
both worlds. Asa business grows however, the lack of formal structure becomes a
liability. A large global enterprise can no longer rely on what isin one person’s head to be
successful; much more structure isrequired in its MA information. A need for structureis
directly related to the complexity of the business. Complexity in turnisafunction of a
myriad of factors (size, length of product life cycles, geographical spread, diversity in
product service offerings, industry and competitive landscape).

Although the system cost of a comprehensive historical science based solution isits
biggest disadvantage, the structure it provides holds advantages, such as consistent data,
transparency in optimization efforts, and less risk when timing offsets occur. Moreover,
with value chain integration in MA, the system cost disadvantage is significantly reduced.
Integrating MA into operational systemsmeans that their implementation largely
encompasses the MA system and that operational maintenance activities double as cost
model maintenance. Research indicates that value chain integration contributes
significantly towards making historical science based MA systems cost effective and

sustainable.®

The Evaluation Framework

The three evaluation dimensions are combined into theframework in Figure 4 and
make up the three axes of the graph: inductive principles (the x-axis), optimization scope
(the y-axis) and degree of system structure (the z-axis). Figure 4 also illustrates the
mapping of the two enterprise optimization extremes already mentioned. Thefirst extreme

being the sole proprietorship with a system based solely on empirical principles, asimple

® Clinton, D & Van der Merwe, A. 2006. “Management Accounting Approaches, Processes and Tools.”

Cost Management.
® Friedl, G. 2006. “Lessons from German Cost Accounting.” Johannes Gutenberg-University of Mainz. A
presentation at the CAM-I quarterly meeting. Dec, 12" 2006. Phoenix, AZ.
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optimization equation and very little formal structure. On the oppositeend is the global
entity with acomplex optimization challenge, the need for a high degree of structurein its

MA information and a system based on historical science principles.

Figure4: Evaluation Framework

It isimportant to note that MA structure proposed in this series of articles apply
throughout the framework; the sole proprietor—ike the global entity—must use information
that corresponds to the facts and apply the principle of analogy in enterprise optimization.

The universal nature of the evaluation framework allows for the mapping of prevailing
approachesin MA, asillustrated in Figure 5.

" Note: In this paper only approaches that have enjoyed significant exposure in the U.S. will be addressed.
Approaches like GPK (the German Grenzplankostenrechnung) and RCA (Resource Consumption
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Figure5: Prevailing MA Approach Mapping

Activity-based costing (ABC), while somewhat difficult to map because of its lack
of implementation standards, falls on the high side of structure and on the low side of a
historical science system due to itsinability to come to terms with the modeling of fixed
costs. ABC, for various reasons e.g., incongruent treatment of MA concepts, has seen
limited success as an enterprise optimization tool.

Lean Accounting (LA) — on the back of Lean manufacturing - in its purest form
depends upon long product life cycles, 8 - 9 years in automotive, and right-sized

production facilities to limit optimization scope to the relevant range. Limiting

Accounting) which have seen little exposure or is just now emerging out of the laboratory, respectively, will
not be addressed.
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optimization variables in this manner seems to work for companies or industries where
product differentiation isthe norm and price manipulation can be used to reach optimal
output volumes.® For decisions beyond the relevant range LA defaults to an empirical
model.® In cases where some of the Lean preconditions (product life cycles, right-sizing or
price elasticity) cannot be met or their potential does not exist, the approach resultsin
significant amounts of excess/idle capacity.’® LA faces challenges to support optimization
even within the relevant range and scores low on this dimensi on.! Companieswitha
dynamic and complex optimization challenge (frequent adjustments outside the relevant
range) cannot be expected to take LA’ sempirical leanings seriously. Asfar as structureis
concerned LA insists on limited structure and prefers a single cost object (the value
stream).

The theory of constraints (TOC) is both less structured than LA and assumed to be
more dependent on empirical specia studies dueto its lack of even a summary cost object.
TOC' s throughput-only focus means it scores low on overall enterprise optimization.
Standard costing, while highly structured and based on historical science, scores|ow on
optimization, for all the reasons unearthed over the last number of decades.

The mappingin Figure 5 of prevailing MA approaches sets the scene for a critical
look at a number of their assertions. It isimportant to recognize that thereisawhole
spectrum of MA sophistication in Figure 4 along a path from the sole proprietorship to the
global entity. It isthisrecognition of the varying demands on MA that serves asthe

backdrop for the prevailing approaches claims and assertions.

® Flint, J. 2006. “Toyota'sBig Foot.” Forbes.com. http://www.forbes.convcol umnists/2006/02/21/toyota-
tundra pickups-cz_jf_0221flint.html. “The usual Toyota strategy isto introduce a new vehicle at give-
away pricesto build volume.”

® Grasso L. 2006. “Responseto a Letter to the Editors” Cost Management Magazine. RIA Group. New
York, NY. p. 7

10 K ennedy, FP& Maskell, B. 2006. “Accounting for the Lean Enterprise: Major Changes in the Accounting
Paradigm.” A Statement on Management Accounting. Institute of Management Accountants. Montvale,
NJ. p. 18. “.One significant impact of these changes on the value stream is the reduction in nonproductive
capacity and the increase in available capacity.”

1 Thompson, J & Van der Merwe, A. 2007. “The Lowdown on Lean Accounting. Strategic Finance.
IMA. Montvale, NJ. February issue. For adetailed discussion on this and other challenges with LA.
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Fallacies

The 1980's and 90's spawned a number of new MA approacheseach with their
own criticisms of what had gone before and claims asto their own capabilities and
benefits. Many of these criticisms and claims are valid, but there are also those that err in
their logic and/or conclusions,; they commit what philosophy calls fallacies.

A fallacy is defined as alogical error e.g., reasoning that does not follow the rules
of rational inference.’? Philosophy recognizes more than forty fallacies In an apparent
attempt to show that philosophers do have a sense of humor, these have colloquia or

comica names like” nothing-buttery,” “red herring” and ”argument of the beard”. Being
aware of fallacies helps refute errors, protect valid conclusions from criticism and prevents
the acceptance of conclusions for inadequate reasons, al objectives of this paper.13 The
proposed MA structureisfirmly grounded in the laws and principles of logic, and one
would expect to be able to readily expose fallacies. Pointing out fallaciesin prevailing
approaches also serves to shore up the proposed MA structureor fill up its moat so to

speak.

Fallacies. Simplicity in MA

Probably the most persistent and seductive refrain in MA over the last two decades
has been the promotion of simple solutions to the optimization challenge. Simplicity
reasoning is not a new phenomenon in MA, Church almost a century ago had the following
to say about it: “...no method that fails to provide the information in this detailed formis
anything more than a sham. No facts that are in themsel ves complex can be represented in
fewer elements than they naturally possess.” and “ The snare of the ‘simple system’ is

nl14

responsible for more inefficiency and loss than is generally realized.”™ Harsh words

indeed. Theresponse to simplicity reasoningtoday requires that two aspects, also stressed

2 Angeles, P.A. 1992. HarperCollins Dictionary of Philosophy. Harper-Collins Publishers, Inc.: New
York, NY. Second Edition. p. 104.

3 Geider, N. L., & Brooks, R. M. 1990. Come, let us reason: An introduction to logical thinking. Baker
Book House: Grand Rapids, Mich. p. 80.

¥ Church, A.H. 1910. “Production Factorsin Cost Accounti ng and Works Management”. The Engineering

Magazine. Republished by Arno Press. The History of Accounting Series. 1976. New York, NY. p.172—

173. Emphasis per the original.
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by Church’s emphasis, are understood: (1) the nature of enterprise optimization and (2) the
reasoning that forms the basis for the simplicity push.

First, the business world is complex. Global competition, extended supply chains,
shorter product life cycles, increasing R& D costs, and successive waves of technology at
ever higher complexity and cost provide convincing examples and points to inevitable
progression along the path of MA sophistication.™ It is therefore reasonable to expect the
optimization of alarge number of entitiesto be complex and also rationa to infer that the
logical system (whether empirical or historical) required to support optimization must cater
to that complexity.

Second, ssimplicity reasoning in MA is not based on the premise that the business
world is ssimple—it clearly is very complex—but that MA must be simple. Such reasoning
Is contrary to the law of rational inference, and as Church pointed out it isaong thisline

that ssimplicity reasoning must be challenged.

As can be expected reductive fall acies feature prominently in smplicity reasoning
but its errors are not limited to just one category. Moreover, simplicity reasoning in MA
does not commit individual logical errorsindependently, instead it weaves a number of
fallacies into a compound but ultimately flawed and invalid argument.

Reductive Fallacy: Nothing-Buttery.'® Reductive fallacies reduce a multi-faceted
problem (e.g., enterprise optimization) to some aspect of the problem, “ nothing-buttery”
reduces a complex issue to ‘nothing-but’ asingle point. In MA, the nothing-buttery fallacy
Is evident in claims that enterprise optimization is nothing but throughput maximization or
nothing but optimizing the LA value stream. The problem with these “nothing-but” claims
Isthat they require“ more-than” knowledge. For example, enterprise optimization is
clearly much more than just throughput. What does throughput proponents know about the
stepped relationships of certain costs in capacity adjustment decisions that affords them the

> Dutta, S. & Lawson, R. 2006 “The Coming Nanotech Revolution — Accounting Challenges.” Cost
Management. May/June Issue. Vol. 20 Number 3. RIA: New York, NY. p. 39— 48. In regard to nano-

technology development cycle and investment costs compared to traditional manufacturing.
16 Geisler. p. 106. Note, all references on section headings denote credit for the philosophical content of that
section.
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luxury of shunning the need for any insight into these relationships? Those in the know of
the “nothing-but” solutions never share their “more-than” knowledge. Why?

In the MA structure proposed in this series of articles, optimization scope is
broadly defined and areas of |ess significance or more optimization focus result from
informed decisionsthat knowingly strike a balance between managers information needs,
practical limitations and cost-benefit. Thislevel of transparency is clearly superior and
preferred to a cloak-and-dagger approach that proposes a solution predicated on specidl
“more-than” knowledgeinto which nobody else has insight.

Diversion Fallacy: The Red Herring.'” Introducing ared herring to the discussion
will always divert attention. Rather than prove its point, smplicity reasoning throws the
undesirability of complexity into the mix.® The red herri ng falacy ssmply evades thereal
guestion: Is the ssimple solution feasible in demanding enterprise optimization scenarios?
The complexity-red herring changes the subject, and the simplicity proponent proceeds as
if his/her point has been proven. This tactic is particularly effective where the red herring
(complexity) and the point to be dodged (the feasibility of simplicity) are intertwined asin
simplicity reasoning in MA.

Simplicity is easy to promote as a pal atabl e solution when it resonates with our
avoidance of conflict in having to deal with the inconsistencies and confusion of a
relativist MA environment or complexity in business. Neither the allure of asimple
solution nor the undesirability of unnecessary complexity in MA in any way provesthat a
simple approach is the optimum solution or even feasiblewhen it comesto all enterprise
optimization scenarios. The evaluation framework highlighted the fact that simplicity has
aplace in unstructured, empirical and simple optimization scenarios. The broad-brush
applicability to the other end of the scale implied by simplicity proponents lacks credibility
and substance.

Y Ibid. p. 102.

18 Grasso, L. 2006. “Barriersto Lean Accounting.” Cost Management. RIA: New York, NY. “They
(accountants) may feel more valuable supplying complex and detailed data that others are unwilling or
unable to supply, and they may feel that a complex, demanding environment must necessarily require
complex, detailed data.” (Emphasis supplied).
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Sippery Sope Fallacy.”® Thiskind of reasoning says, “Reject one thing (a
comprehensive approach) because it will dlip into another thing (unnecessary
complexity).” This argument relies on the domino-theory and insists that a solution should
be rejected because it, of necessity, leadsto an undesirable consequence. For example: If
we train more management accountants, financial accounting will suffer. Thislogical
fallacy implies a necessary connection or at least an inevitable one. However, lack of a
real logical connection means there is no domino effect or slippery slope to slide down.
Unnecessary complexity does not inevitably follow on a comprehensive solution.?

Reductive Fallacy: The Complex Question.?* Thisisthe classic loaded question:
“Do you still beat your spouse?” A MA example: “Do you really want that complex MA
system that your shop floor people won't understand?” Complex questions combine two
guestions into one, one of which istypically based on a dubious assumption. In this case
that the feasibility of asimpl e solution to enterprise optimization has been proven or that
the shop floor is always the center of the universe and must understand all the intricacies of
enterprise optimization. For good measure, proponents throw ared herring (complexity)
into the mix and imply a dlippery slope awaiting adoptersof a comprehensive approach. It
is exactly such murky reasoning—a nothing-buttery red herring on a slippery slope rolled
into a complex question—that the proposed structure intends to expose.

The path forward for sensible debate on the complexity-simplicity issue must be
based on five steps to be taken by the proponents of simple solutions, namely:

1. Definesimplicity in MA.

2. Show why the laws and principles of logic arenot valid for MA and why the proposed
cornerstones must be applied inconsistently (as the simple solutions do).

3. Reved the “morethan” knowledge that enables the conclusion that their “nothing-
but” optimization scopeis al that is needed for comprehensive enterprise

optimization.

¥ Geider. p. 113.

% Albert Einstein said: “ Everything should be as simple as possible, but not simpler.” As quoted by Savage,
R.C. 1993. Life Lessons: An Inspirational Instruction Book. Inspirational Press: New York. NY.

! Geidler. p. 106.
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4. Drop thered herring and show unequivocally that the simple solution is capabl e of
satisfying the entire spectrum of MA sophistication. Failing this, the argument at best
IS against unnecessary complexity in MA and not against a comprehensive solution
that is as simple as possible.

5. Employ sound reasoning in their discourse.

Other Fallaciesin MA

The following fallacies reflect the types of assessments than can be made of MA
approaches and their claims using the foundation of the proposed structure: the laws and
principles of logic. Moreover, highlighting these fallacies serve to underscore the validity
of the proposed MA structure and its ability to serve as alitmus test for progress, rea
learning and the value new ideas add.

Other Reductive Fallacies. Approachesthat limit MA’s reach based on a method
centric solution to enterprise optimization commit areductive fallacy. A clear illustration
of this can be seenin the differences and inconsistencies amongst prevailing approaches
just in applying the principle of causality. Every one of the prevailing approachesin MA
commitsthisfallacy: the Theory of Constraints limits scope to throughput; Lean
Accounting limits it to some aspects of the value stream; ABC emphasizesinsight into the
cost of doing work and activity consumption and standard costing the needs of externa
reporting. The proposed MA structure on the other hand focuses unambiguously on all
four areas of the overall value chain to enable comprehensive enterprise optimization.

Genetic Fallacy.? Thisisa reductive fallacy that focuses on asingle problem
within a broader concept and demands that its other aspectsbe rejected aswell. In MA,
traditional thinking is often subjected to the generic fallacy. For example, all traditional
thinking is viewed as tainted because of known issues with allocations in traditional
standard costing. The new thinkers of the 1980's and 90’ s in particular were guilty of this.

The category mistakeis a consequence to this fallacy.

22 | hid. p. 106.
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Category Mistake * Thisisafallacy based on confusion. In MA, the genetic
fallacy (rejecting all traditional thinking) led to the blended cost concept error.?* Dueto
this category mistake (confusing fixed/variable with avoidable/unavoidable) the benefit of
adecisionisno longer clear. In some decision scenarios, fixed costs can be avoided (the
error will understate the benefit) or variable costs cannot be avoided (the error will
overstate the benefit). Asthe second paper in this series indicated, the proposed MA
structure unambiguoudy categorizes operational cost concepts as relevant in the domain of
causality and decision cost concepts as relevant to the domain of analogy.

Argumentum ad Futuris (argument to the future).? “ Accept this because future
evidence will support it.” A MA exampleis: "In the long-term all costs are variable." This
is hope, not proof; the statement in fact can never be shown to betrue. To illustrate: fast
forward to 50 years hence, will al cost be variable then? How about 100 years from now?
Of course not, the statement will still apply then asis, and its realization will forever
remain in the future. Thisfallacy aso resultsfrom the category mistake—replacing
“variable” with “avoidable’ solves the problem.

Fallacy of Reversing Cause and Effect.?® A case of putting the cart before the
horse, some ABC proponents commit this fallacy with the claim that “ activities cause
costs.”?’ Thefallacy isreadily apparent when considering that unavoidable costs are
incurred even when resources do nothing (i.e., no activities are performed).

Fallacy of Reciprocal Causality.28 Thisfallacy refersto the failure to recognize the
reciprocal nature of some causal relationships. Its presencein MA iscommon; very few
MA approaches appropriately reflect reciprocal relati onships.

Argument of the Beard.®® This argument urges the acceptance of something

because it differs only in degree from what is already accepted. Itsname comes from the

2 | bid. p. 106.

? Van der Merwe, A. 2007. “Management Accounting Philosophy |: Gaping Holesin Our Foundation.”
Thefirst articlein this series. Cost Management Magazine. RIA Group. New York, NY. Refer the
section on incongruent use of MA concepts.

% Geider. p. 98.

% |bid. p. 170.

" Glad, E. & Becker, H. 1994. Activity-based Costing and Management. Juta& Co, Ltd.: Kenwyn, SA. p.
20.

2 Geider. p. 170.

| bid. p. 108.
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guestion, “When does a man have abeard?” Thereis not aclear distinction between not
shaving and having abeard-it is a matter of degree. This argument contends that small
differences do not add up to abig difference and triesto gain acceptance for an approach
that would ordinarily be rgjected. Thisfallacy isevident in MA with attempts to integrate
disparate approaches or to deemphasizetheir differences. If structureis ever brought to
bear in MA, thisfallacy will likely be the order of the day as pundits jockey to ensure
survival of their approaches. In thisregard adistinction must be made between stages of
maturity in MA (i.e., known compromises in implementation) and attempts to subvert the

laws and principles underlying the proposed MA structure to gain a foothold.

Quo Vadis?

Where to from here? This series of articles argued for the laws and principles of
logic asthebasis for MA. Thefirst paper, using deductive logic, showed that MA can and
must correspond to the factsi.e., itsinformation has to be a true reflection of economic
activity. The second paper illustrated how inductive logic, and in particular the principle of
causality, serves as the basisto achieve MA’s “correspondence to the facts’ objective.
Moreover, the case was made for using historical science principles (causality and
analogy) in decision science and for managers' analogous responsibilities. These basic
building blocks were combined into a proposed structure for MA, intended as the basis for
making the profession both manager and enterprise optimization centric.

The proposed structure is unassailablefor at least four reasons. First, the naysayer
must argue against the applicability of the laws and principles of logicin MA; he must
argue for MA to be anillogical representation of enterprise economic activity, which
would be absurd. Second, the principle of causality, as the chief cornerstone, is pervasive
throughout MA history and in current application: al prevailing approaches use it, albeit
inconsistently. Third, as demonstrated in the second paper, the proposed structure
integrates readily with the existing MA body of knowledge. Fourth, itsprinciples are
clearly pervasivein current MA and managerial practice.

The MA profession finds itself in a state of disarray and its customers (managers)

dienated. Understanding why this happened is vital to recognizing the path out of the
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current maze. The explosion in tools and methods in the 1980’ s introduced their own sets
of concepts, principlesand, asis now evident, errors. Thisdivergence, which can be traced
to the genetic fallacy, set in motion an environment where anything goesi.e. relativism.
But it gets worse, because as discussed above error builds on error e.g., the genetic fallacy
leads to the category mistake, which in turn results in the argumentum ad futuris fallacy.
Aswas argued in the first paper in this series MA isin adownward spiral because
relativismisrife in the profession. Relativism is self-defeating and at its coreillogical. In
MA it led to conflicting theories, confusion, contradictions, lack of real learning and
progress, and an inability to communicate effectively — both internally and externally.

MA isin dire need of guidance and structure. The basic building blocks of the
profession lie strewn across the landscape, hidden behind fallacies and overgrown by rogue
principles. However, asillustrated in this series of articles, they do still fit together
coherently and are able to providethe bedrock the profession needs. Clearly, the mere
presence of sound principles does not prevent using unsuitable principles or committing
fallacies. Sound principles, like superior weapons, are defensive mechanisms that keep
rogue enterprises at bay and are wielded when necessary, but this requires them to be kept,
guarded and maintained. There is therefore only one sensible course of action for MA
going forward: embracethe proposed structure, guard and apply its key tenets and in that
process root out rogue principles, malpractices and fallacies. An adapted Albert Einstein
guote says it best: “ The management accountant must not merely wait and criticize, he

must defend the cause the best he can. The fate of the profession will be such as the
profession deserves.”®

30 Adapted from Albert Einstain: “ The individual must not merely wait and criticize, he must defend the
cause the best he can. The fate of the world will be such as the world deserves.” http://thinkexist.com/

Page 18 of 18
AltaVia Consulting Confidential



