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IMPROVING THE MANAGEMENT ACCOUNTING SYSTEM
THROUGH STRATEGIC BUDGETING IN AN INDUSTRIAL ENTERPRISE

Formulation of the problem. Management ac-
counting as an integrated system of information pro-
cessing and preparation for domestic users plays an im-
portant role in the economy of most foreign and domes-
tic enterprises. Under this common term today means a
special system within the corporate management of
costs and working capital in order to optimize the use of
capital, increase profitability, improve financial and
non-financial performance of the enterprise and, of
course, gain market leadership. In modern conditions
there is an objective need for new approaches to the con-
tent and organization of accounting for management.

There is a need for constant control of income and
expenses, as well as cash flow, which is difficult to do
without planning. To do this, budgeting is introduced at
the enterprise and used in management accounting.
However, for many budgets mean only plans for sales,
production, use of material and labor resources or in
general the calculation of individual indicators, which
significantly narrows the possibilities of budgeting, be-
cause for management it is also advisable to take into
account the implementation of strategy and resource al-
location. This justifies the relevance of this study.

Analysis of recent research and publications.
Problems of development of management accounting
were studied by such domestic and foreign scientists as:
A. Upcherch, S. Golov, R. Harrison, K. Drury, Z. Za-
dorozhniy, L. Napadovska, M. Pushkar, V. Rudnytsky,
L. Farion, T. Pisarenko, O. Fomina, C. Horngren, N. Chu-
machenko, J. Shank, V. Govindarajan, N. Shlyago,
R. Anthony and others. Today, among domestic and fo-
reign scholars and practitioners there is no consensus on
the definition of the concept of "management accoun-
ting", and hence — many misunderstandings.

Theoretical and practical aspects of budgeting were
considered by such scholars as T. Pozhuyeva, A. Tka-
chenko, N. Rudik, N. Ishchenko and others. However,
despite the development of the basics of budgeting and
the formation of its individual elements for financial
management in business, it becomes necessary to im-
prove budgeting with a focus on strategic goals and
taking into account changes in business, which increases
the relevance of this study.

The purpose of the article is to determine the ad-
vantages and problems of strategic budgeting in the

management accounting system of an industrial enter-
prise.

Presentation of the main research material. To-
day, the problem of using management accounting to
improve the efficiency of enterprise management is be-
coming increasingly important. At the same time, it is
necessary to note the special importance of solving this
issue for public and private enterprises and organiza-
tions of the Ukrainian economy. This is due to the lack
of a unified methodological framework and recommen-
dations for the organization of management accounting
in some sectors of the domestic economy, and in general
the peculiarities of the formation and development of
management accounting in Ukraine.

The program of accounting reform in Ukraine pro-
vides for the provision of business entities the oppor-
tunity to determine the system and forms of internal eco-
nomic (management) accounting. According to the Law
of Ukraine "On Accounting and Financial Reporting in
Ukraine" dated 16.07.1999 Ne 996 internal (manage-
ment) accounting is submitted as "... system of pro-
cessing and preparation of information about the activi-
ties of the enterprise for internal users in the process of
enterprise management" [1].

According to N. Shlyago, in countries with a tradi-
tional market economy, even if provisions are deve-
loped for the organization and maintenance of manage-
ment accounting, as, for example, in the United States,
they are of a recommendatory nature and are developed
by professional organizations [2, p. 33].

The active introduction of management accounting
in Ukraine is hindered primarily by the inadequate atti-
tude to it in the senior management of large enterprises.
This is largely due to the perception of management ac-
counting as part of the accounting information required
for external financial analysis [3, p. 47].

Management accounting is designed to provide re-
liable and complete information that is necessary for
making correct and effective management decisions of
the enterprise. But in practice, the leaders of Ukrainian
companies still do not have a clear understanding of this
type of accounting, which is probably the main problem
in the process of setting up a management accounting
system [4].

As practice shows, managers of Ukrainian enter-
prises, usually familiar with the general theoretical
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foundations of management accounting, have no idea
how to apply them in practice.

Moreover, there is an inadequate attitude to the
management accounting of senior management of large
enterprises, which perceive it as part of the accounting
information required for external financial analysis. But
at the present stage of its development, management ac-
counting in the enterprise is not just an accounting sys-
tem, but also begins to become the main key core of the
entire management system of the organization as a
whole. In other words, modern management accounting

is an integrated management system of the enterprise,
which forms and provides information about the results
of activities — financial, time, quality, value, etc. — as the
whole enterprise and its individual components — de-
partments, employees, projects etc. Taking into account
the above, we can identify the following basic elements
that determine the overall information system of ma-
nagement accounting — responsibility centers, business
processes, regulations, results and evaluation indicators

(Fig. 1).

Responsibility centers :> Business processes :‘/'\ Regulations and standards ﬂ Result?ne:ir;;iaigssluatlon
- Profit centers; - Finances; - International standarts; - Financial;
- Cost centers; - Accounting; - National standarts; - Valuable;
- Financial accounting - Marketing; - Corporate standarts; - Natural;
centers; - Staff; - Regulations; - Quantitative;
- Units; - Auxiliary processes - Position - Quality;
- Employees; - Temporary
- Other

Fig. 1. The main elements of the management accounting system
(formed by the authors based on the source [5])

Management actions taken by the management of
an industrial enterprise should lead to the solution of the
following tasks:

1. Redistribution of working capital in favor of
goods with high demand and margins.

2. Determining the maximum margin at which it is
possible to maintain a stable level of sales.

3. Timely redistribution of working capital at the
beginning and end of the seasonal period.

4. Making decisions on closing low-profitable out-
lets that have no prospects for growth in production.

5. Purchase of new equipment to expand the pro-
duct range.

6. Determining the causes of low sales.

7. Control of mutual settlements with counterpar-

8. Evaluation of the effectiveness of investments in
marketing research, trade automation and purchase of
new equipment.

9. Defining centers of responsibility for work pro-
cesses.

10. Control of return on assets, working capital,
fixed assets and other indicators of resource efficiency.

These tasks are easily solved with the help of ma-
nagement accounting tools.

As a result, the actions of managers become rea-
sonable, and their result — more predictable. Effective
solution of the above tasks can be achieved through
complexity in the construction and operation of manage-
ment accounting, which is provided by the use of the
following principles of formation, development, imple-

ties. mentation and use of management accounting system
(Table 1).
Table 1
Principles of formation, development, implementation and use of the management
at an industrial enterprise (formed by the authors based on the source [5])
No. Principles of formation of the management accounting system
1 Structuring the activities of the enterprise as a set of interconnected and continuous business processes — groups of op-
erations aimed at obtaining a certain end result
2 Ability to constantly assess the projected, planned and actual results in the system of management accounting of financial

and economic activities of the organization as an enterprise as a whole and in terms of business processes, centers of
responsibility — departments, employees, projects, etc.

3 Mandatory regulation of execution and operational accounting of business processes results on the basis of relevant
external and internal standards — regulations of international, national, industry or corporate level, which determine the
procedure, timing of operations, results and quality of their implementation and realization

organization as a whole

4 Complexity and analytical use for management accounting of results and characteristics of their evaluation indicators,
which ensure their representativeness and balance in relation to the development strategies, goals and objectives of the

The enterprise management system must be ready
for future changes in the external environment of the en-
terprise, ie by improving the efficiency of resources, en-
suring a balance of interests with the environment, or
strengthening or maintaining its market position to

maintain product competitiveness, ensure the adaptabi-
lity of the enterprise system to factors of influence of the
external environment in order to ensure the economic
security of the enterprise. This situation led to the search
and use of effective means of survival, one of which was
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the budget method of management, which showed in a
competitive environment its advantages over other
methods.

The budget management system is increasingly
seen as an effective technology that can solve the fol-
lowing tasks: 1) creating a basis for effective manage-
ment decisions; 2) increasing the efficiency of use of
own resources, assets of the enterprise; 3) creating an
opportunity to assess the investment attractiveness of
certain activities; 4) the validity of the allocation of fi-
nancial resources in certain areas; 5) ensuring "financial

transparency"; 6) increasing the level of financial disci-
pline, stimulating the effective work of units; 7) moni-
toring the financial efficiency of divisions and types of
business; 8) control over changes in the financial situa-
tion, increase financial stability, increase the stability of
the financial condition of the enterprise. The concept of
budgeting organization is a system of views on the or-
ganization of the budgeting process, its concept and
theoretical basis. The concept should (Fig. 2): minimize
the amount of transaction costs; clearly define the levels
of management decisions; ensure the flexibility of the
budget system.

[ Minimization of transaction costs ]

Clear definition of levels
of management decisions

Concept of budgeting
organization

Ensuring the flexibility
of the budget system

Fig. 2. Advantages of the concept of budgeting organization in an industrial enterprise
(formed by the authors based on the source [6])

Budget management should be strict — the heads of
services and departments of the industrial enterprise
must, on the one hand, be strictly guided in their activi-
ties by the approved production and economic plan and
budget. However, on the other hand, the regulations of
the planning and budget process should leave room for
timely adjustment and making optimal decisions on the
implementation of a particular project in the interests of
the enterprise, ie to be as flexible as possible. The key
link in the organization of the process of development
and implementation of budgets of an industrial enter-
prise is the correct distribution of powers and responsi-
bilities in the system of planning and budget manage-
ment.

For an industrial enterprise there is a need to create
a budget committee — a permanent coordinating body for
budget planning. The concept of the system of organi-
zation of budgeting of the industrial enterprise should
contain: positioning of tools of budgeting in system (in-
terrelation of operational budgets with the consolidated
budgetary forms); determination of levels of managerial
decision-making; establishing the relationship of opera-
tional, accounting and management accounting with the
budgeting system; assessment of the impact of external
information on the company on management decisions.

The scheme of making strategic and operational
management decisions within the concept of budgeting
in an industrial enterprise can be presented in the form
of a developed model of information flows with feed-
back (Fig. 3).

Thus, the scheme of information flows within the
budgeting concept meets the main goal — to increase the
economic efficiency of management decisions by coor-
dinating the activities of all structural units of the enter-
prise, aimed at achieving quantitatively and qualita-
tively defined end result and strengthening financial sta-
bility.

The development of management techniques and
changing environmental conditions requires increasing
the flexibility of the budgeting system, increasing the
role of strategic objectives, as well as improving its
tools. In the traditional sense, the budgeting process is a
forecast of enterprise development for the future, based
on a retrospective analysis of the financial condition of
the enterprise and assessment of the impact of various
factors on the main indicators of its activities. However,
the dynamically developing economic relations in
Ukraine require new forms of enterprise management,
closely related to its strategy.

The Balanced Scorecard (MAS) technology
emerged as a response to the limited methods of mana-
ging businesses using only financial metrics. For all
their importance, they are insufficient to determine how
effectively the company or its individual units operate.
First, because these indicators, in fact, reflect the effi-
ciency of the enterprise in the past, not allowing to diag-
nose and eliminate emerging problems in "real time".
Secondly, the use of only financial indicators does not
allow to bring the strategic goals of the company to all
employees and does not allow them to determine their
role in achieving these goals, because not all employees
are involved in their formation. The lack of connection
between the budgeting system and the company's stra-
tegy is the reason for ineffective motivation of depart-
ment heads and their employees to achieve strategic
goals.

As a rule, after setting target values in strategic
maps for business deviations, which are inevitable, the
cost of measures is reduced, but the target values of a
balanced scorecard are not always revised, which leads
to their non-compliance, and as a result — to discredit the
idea effective strategic management on a balanced
scorecard. Integration into a single budget and a ba-
lanced scorecard can eliminate these problems. In the
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of the enterprise
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System of operational
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1F7 /

of the enterprise /:
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accounting
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Fig. 3. The scheme of management decisions within the concept of budgeting
(formed by the authors based on the source [6])

Symbols of information flows (IF) should be interpreted as:

IF1 — input information flow of the system — when implementing budgeting is equal to the parameters of forecast sales of
the enterprise (planning from the sales budget), in subsequent budget cycles equal to the output total information flow of the
system (GIP); IF2 — information flow of the system of operating budgets of the enterprise (formed by the transfer of budget

tasks to the places — in the structural units of the enterprise);

IF3 — information flow of the system of operating budgets of the enterprise (formed by filling in the consolidated budget

forms);

IF4 — information flow of the operational accounting system of the enterprise (formed as the implementation of the planned

task by structural units);

IF5, IF6 — information flows generated on the basis of the plan-fact analysis of the implementation of operating budgets.
IF5 is designed to adjust the planned task in the appropriate operational forms (flexible planning) in case of significant deviations
in fact; IF6 — makes adjustments directly to the consolidated budget forms (in the absence of flexible planning practices);

IF7 — information flow of primary information of financial accounting of the enterprise (allows to generate consolidated

reporting forms of accounting);

IF8 — information flow of financial accounting of the enterprise (allows to carry out the plan-fact analysis of the consoli-

dated forms of budgets);

IF9 — information flow of the budgeting system (generates consolidated budget information for management decisions);
IF10 — information flow of financial accounting of the enterprise (in terms of the need for actual accounting information

of the management accounting system);

IF11 — information flow of information external to the enterprise (allows you to adjust the internal management decisions
taking into account the degree of influence and forecast of the external environment);
IF12 — information flow of the management accounting system of the enterprise (production, marketing, other information

for decision making);

YIF — output information flow of the system (contains key parameters for the new budget cycle).

Table 2 shows how the implementation of different
control functions in a single system manifests a syner-
gistic effect [6].

The system of strategic budget management allows
to solve the following tasks:

— establishing the relationship between planning
and monitoring the implementation of strategic and tac-
tical plans of the enterprise;

— ensuring the consistency of the plans of all de-
partments in the enterprise and their focus on achieving
common goals;

—assessment and interdependent management of
all aspects of the enterprise;

— strengthening of financial discipline and subordi-
nation of interests of separate structural divisions to in-
terests of the enterprise as a whole by means of manage-
ment on deviations based on comparison of the pro-
jected and actual indicators of activity of the enterprise
for the reporting period,

— the ability to calculate various plans without in-
volving additional resources;

— creating a basis for a sound system of staff moti-
vation by linking it to the system of financial indicators

[6].

To organically combine strategically important,
mostly non-financial goals of the enterprise with a sys-
tem of short-term financial indicators, it is necessary to
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supplement the horizontal approach to managing the
system of vertical integration in the budgeting process.
Thus, the goals and indicators in the strategic compo-

nent of the industrial enterprise will find financial justi-
fication by detailing the goals and indicators of opera-
ting budgets of the enterprise.

Table 2

Syneogenetic effect of combining balanced scorecard and budgeting [6]

Management functions Traditional budgeting system

Strategic

Balanced scorecard budgeting system

ters of financial responsibility and the
budget of the enterprise

Planning Distribution of enterprise resources for | Specification of strategic goals Plan goal and resources to achieve them
the current period in quantitative terms
Coordination Firm connection of budgets of the cen- | Causal investigative connection of | Interdependent plans of indicators on di-

a balanced scorecard of indicators of
divisions and balanced scorecard of
the enterprise as a whole

visions and support of the enterprise as a
whole

Motivation and control | Saving of budgets of the centers of fi-

nancial responsibility

Achieving the target values of the
balanced scorecard unit

Achieving the target values of the ba-
lanced scorecard of the centers of financial
responsibility while saving budgets

If the process of setting long-term goals of the en-
terprise in the long-term development program is per-
formed satisfactorily, then the operational budget will
be to transform the plan of the first year of the period
into the current operating budget, which will fully meet
the strategic goals and indicators of the enterprise [6].

The mechanism of transformation of strategic
goals of an industrial enterprise with the help of strategic
maps into a system of budgets is presented in Fig. 4.

Budgeting as a management technology involves
determining the levels of budget consolidation that cor-
respond to the levels of the management hierarchy.
Budgeting acts as a link between the accounting process
of the enterprise and its management, being, on the one
hand, the information base of management accounting,
and on the other — reflects its state in the future. Ma-
nagement accounting, in turn, serves as an information
base for making management decisions based on data
provided by the budgets of the enterprise.

The budget is an operational financial plan of the
enterprise, drawn up for the next period (year) in physi-
cal and monetary terms, which reflects the receipt (in-
come) and expenditure of funds and covers all areas of
economic activity of the enterprise. Non-financial indi-
cators of a balanced scorecard are the starting point of
new management, whose role is to transform the con-
cept and strategy of the enterprise in the plane of short-
term financial goals and indicators that form the basis of
the budgeting process.

The synergy of all non-financial components al-
lows to reconcile financial strategic goals with the an-
nual distribution of resources through the budgets of the
enterprise. Strategic budgets of an industrial enterprise
allow not only to calculate the necessary costs of the en-
terprise for the implementation of strategic initiatives,
but also to make a forecast of costs for future periods
with a cumulative result. The overestimation of budget
indicators takes place in case of impossibility to identify
the exact ratio between the required resource costs and
the financial result.

In general, it can be noted that the use of strategic
budgets of an industrial enterprise makes it possible to
improve the quality of current and strategic planning at
the enterprise, to make it an effective element of the
management system.

Conclusions. Summarizing the results of the study,
it should be noted that modern management accounting
is an integrated system of enterprise management,
which forms and provides information about the results
of activities — financial, time, quality, cost, etc. — as the
whole enterprise and its individual components — struc-
tural divisions, employees, projects, etc.

The proposed comprehensive approach to impro-
ving the management accounting system through strate-
gic budgeting, provides an opportunity to improve the
quality of current and strategic planning in the enter-
prise, to make it an effective element of the management
system. Unlike traditional budget management, strategic
budgeting focuses mainly on non-financial indicators,
which are aimed at achieving strategic goals through the
formation of non-financial strategic budgets.

Based on the actual data presented in the forms of
strategic reporting, an assessment of the implementation
of budget indicators of the enterprise is made, followed
by analysis of deviations of actually achieved results
from those planned in the budget, significant changes
which lead to budget revision. Timely response to de-
viations of strategic budget indicators effectively pro-
vides flexible budgeting, which allows to make adjust-
ments to their values by choosing the best budget option,
which is based on the results of retrospective analysis of
the financial condition of the enterprise and assessment
of'its development forecast.
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BH3HAYEHHS POJIi OFODKETYBaHHS B CUCTEMi YIPABIiHCH-
KOTO OOJIKY MPOMHCIIOBOTO IigupueMcTBa. JlOCiimKeHO
B3a€MO3B'SI30K MK MPOIECOM CKIAQJAaHHSA OMOKETy W
CTpaTeriYHUMH LUISIMHA TIPOMHCIIOBOTO MIANIPUEMCTBA 32
JIOITOMOT 010 30aJJaHCOBAHOT CHCTEMH MMOKa3HUKIB, SIKa Ha-
Jla€ BCEOIYHY OILIHKY CTPATETIYHUX TTOKA3HUKIB i AIPHEM-
CTBa MUIIXOM IHTETpallii Horo crpaTeriyHuX IJIeH 1 Tak-
TUYHUX MOXJHBocTed. IlpencTaBieHo MexaHi3M TpaHC-
dbopmarii cTpaTeriyHUX MiJIEH MPOMHUCIIOBOTO i IPUEM-
CTBa Ha ONepaliiHU{ PIBEHb 3a JOIIOMOTOIO CKJIAJIOBHX
30aJ1aHCOBaHOT CHCTEMH ITOKa3HUKIB. JloBeIeHO, 1110 BUKO-
pPHUCTaHHS CTPATETIYHUX OIOPKETIB Y CHCTEMI YIPaBIiHCh-
KOTO O0JIIKY JTa€ MOKJIMBICTh IiIBUIIYBATH SKiCTh OTOY-
HOTO ¥ CTpaTeTiYHOTO IUIaHyBaHHSA Ha MiANPUEMCTBI, po-
OuTH Horo e(heKTUBHUM €JIEMEHTOM CHCTEMH YIPaBIIiHHS.

Knouogi cnosa: O0romxeTyBaHHS, TIPOMHUCIIOBE ITiJI-
NIPUEMCTBO, OIO/IKET, YIPaBIiHCHKUI 00K, MIIaHyBaHHS,
30ajaHcOBaHa CHUCTeMa TOKAa3HHUKIB, CTpATerivyHi I,
CTpareriyae O10KeTyBaHHS.
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nagement Accounting System through Strategic Bud-
geting in an Industrial Enterprise

The article defines the principles of formation, deve-
lopment, implementation and use of management accoun
ting at an industrial enterprise. The scheme of making ma-
nagerial decisions within the concept of budgeting is given.
The necessity of determining the role of budgeting in the
system of management accounting of an industrial enter-
prise is substantiated. The relationship between the bud-
geting process and the strategic goals of the industrial en-
terprise with the help of a balanced system of indicators,
which provides a comprehensive assessment of the strate-
gic indicators of the enterprise by integrating its strategic
goals and tactical capabilities.

The mechanism of transformation of strategic goals
of an industrial enterprise to the operational level with the
help of components of a balanced system of indicators is
presented. It is proved that the use of strategic budgets in
the system of management accounting makes it possible to
improve the quality of current and strategic planning in the
enterprise, to make it an effective element of the manage-
ment system.

Keywords: budgeting, industrial enterprise, budget,
management accounting, planning, balanced scorecard,
strategic goals, strategic budgeting.

Cimakos K. U., Yepnboimona C. A. CosepuieH-
CTBOBaHHME CHCTeMbl YNPaBJIeHYECKOI0 ydeTa ¢ MO-
MOUIBIO CTPATeru4ecKoro OlO:KeTUPOBAHUSI HA MPO-
MBILIJIEHHOM NpeANnPUATHI

B cratee ompenmeneHsl NPUHOUIBI (POPMHPOBAHUS,
pa3pabOTKK, BHEAPCHHWS W HWCIOJIb30BAHUSA CHCTEMEI
YOPaBICHYECKOTO y4deTa Ha MIPOMBIIIICHHOM Ipeanpu-
stud. [IpuBeneHa cxema NPUHATUS YIPaBICHYECKUX pe-
MIEHUH B paMKax KOHIETINH OromKkeTupoBanusi. O60CHO-
BaHa HEOOXOIMMOCTH OIPEACICHUS POJIU OFOIKETUPOBA-
HUA B CUCTEME YIIPABJICHYCCKOT'O Yy4€Ta MMPOMBIINIJICHHOTO
npeanpusaTus. McciaenmoBana B3aUMOCBSI3b MEKIY MPOIIEC-
COM COCTaBlIeHUS OI0/pKEeTa M CTPAaTErMUECKUMU IEISIMHU
MPOMBINIICHHOTO TPEANPHUSITHS ¢ IOMOIIBIO COATaHCHPO-
BaHHOM CHCTEMBI IOKa3aTesel, KoTopas MpeloCTaBiseT
BCECTOPOHHIOIO OLIGHKY CTpaTerMuecKUx IoKaszaTene
MPEONPUATHA ITyTEeM HHTETPALNH €TO CTPATETHUECKUX Iie-
Jiell U TaKTHYeCKHX Bo3MoxkHocTel. [IpencraBneH mexa-
HU3M TpaHC(hOpPMAIMK CTPATETMYECKUX LeIel MPOMBIII-
JIEHHOTO TMPEANPUATHS Ha ONEPaLMOHHBIA YPOBEHb C IO-
MOIIIBIO COCTABIISIONTNX cOaTaHCHPOBAaHHON CHCTEMBI TI0-
kazarenedl. Jloka3aHO, YTO HCITONB30BAaHHE CTpaTErHye-
CKHX OIOJKETOB B CHCTEME YIPABICHUYECKOTO yUeTa JTaeT
BO3MO>KHOCTB TTOBBIIIATH KAYECTBO TEKYIIETO U CTPATETH-
YECKOTO IUTAHUPOBAHMS HA MPEINPUATHH, JICIATh €ro d¢-
(hEeKTUBHBIM 3JIEMEHTOM CHCTEMBI YIIPABICHHUS.

Kniouesvie cnosa: OmKeTHpOBaHUE, TMPOMBIIIICH-
HOE TpeanpusTHe, OI0KET, YIpaBIeHISCKUI y4eT, Iia-
HUpOBaHHE, cOaJaHCHPOBaHHAs CHUCTEMa IIOKa3aTelei,
CTpaTeruuecKue 1eiiv, CTpaTernieckoe 010 KeTHPOBaHNE.

Received by the editors: 23.10.2020
and final form 29.12.2020

Exonomiunuii Bicauk Jlonbacy Ne 4(62), 2020



