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Estimates that Affect the Reported Profitability of Aircraft Model and Rationale
For an aircraft company looking to estimate the reported profitability of a particular aircraft model, program accounting can be a suitable option (Business Application Case, n.d.). This method of accounting uses various estimates which affect the reported profitability, such as the number of units of a given model that will be sold over its lifetime, and the total costs the company will incur to build that number of units in the program (Gray et al, 2016). Additionally, program accounting estimates the relationship of sales to costs for the defined program quantity (Gray et al., 2016). In this, program accounting recognizes revenues when the customer takes delivery of the product (Gray et al., 2016). This accounting approach should be adopted for managerial processes as opposed to financial processes since it can be helpful in convincing stakeholders and potential investors of the long-term profitability of the aircraft model. Essentially, program accounting allows a business to record inventory at costs that could exceed the recoverable value of the planes in inventory (Gray et al, 2016). Additionally, this accounting method asserts that the production cost per unit will be reduced over time due to volume efficiencies and learning effects, thus increasing its appeal to investors (Gray et al., 2016). Nonetheless, ethical issues may arise in this process, such as the ethical dilemma one faces as a manager whether to do what is best for him (set a low-profit estimate to earn the bonus) or do what is best for the company (estimate accurately so the budget reflects true sales and production needs) (Managerial Accounting, n.d.). Additional ethical issues concern the Corporate Social Responsibility of the company to its stakeholders, such as how much the stakeholders will be involved in the whole accounting process without concealing information that is relevant to them.
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