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Key words: Based on the strategic objectives of the enterprise, has been determined relevance of
budgeting; enterprise; income; expenses; budgeting and has been identified as essential to the effective development of operation
current financial planning; budgeting activities. It’s proven, that budgeting — the process of organization the financial and
principles. economic management of economic entities, which based on the development of

budget for responsibility centers and activities, monitoring of their implementation,
analysis of budget anomalies and regulation of economic activity to harmonize and
achieve results at all management levels. The rationale for the role of budgeting in
financial planning is treated differently by scientists: establishment budget milestones
without assigning lead; formation of the financial structure of an instrument of financial
planning and controlling; that the budget is a management technology. It has been
determined that budgeting, as a management technology, should include three
interrelated constituent parts: technology (targets and standards, budget types, budget
consolidation schemes, formats), organization (liability centers, budgeting and
budgetary control regulations, distribution of roles and responsibilities between
different management levels, slotting systems) and automation of financial calculation.
Main causes of necessity for implementation budgeting in domestic enterprises are:
lack of information on real costs, expenses and income in the enterprises; misuse of
organization resources; significant financial loss; foreclosure crisis. Scientifically
based budgeting principles established the practical application of which is a
prerequisite for effective budgetary planning. The role of budgeting in financial
planning was justified as well as its benefits for domestics’ enterprises. A number of
problems need to be solved to realize of benefits of enterprises budgeting, namely:
economic, technical, organization, social and information.
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Kiouosi cioBa: Bu3HaveHO akTyanbHICTh OIOKETyBaHHS Ta BCTAHOBJIEHO, III0 BOHO HEOOXiTHO IS
OrO/IXKETYBAHHSI; MIANPUEMCTBO; T0XO0/IH; e(EKTUBHOTO PO3BUTKY OIEPAIiHOT TisSUTbHOCTI, BUXOAAYH 13 CTPATETIUHKX ILICH
BUTpATH; MOTOYHE (iHAHCOBE IIaHyBaHHs;  HianpuemcrBa. OOIpyHTOBaHO, 110 OFOJUKETYBaHHS — TIPOLEC OpraHi3awii
NPUHIIUIHI OIOKETYBAHHS. yIpaBIiHHA (IHAHCOBO-TOCIIONAPCHKOIO MisITBHICTIO CY0’€KTIB TOCIIONAPIOBAHHS,

SIKUI TPYHTYETBCS Ha po3poOLi OFO/KETIB y po3pi3i LEHTPIB BIAOBIIATBHOCTI Ta
HAMPSIMIB AiSUTBHOCTI, OpraHi3allii KOHTPOJTIO 32 iX BUKOHAHHSIM, aHAJTi3y BiIXUJICHD Bif
OIO/DKETHHX TOKAa3HWKIB Ta PETyJIOBaHHI Ha IIiff OCHOBI TOCIOJAPCHKOI AiSITBHOCTI 3
METOIO y3rOKEHHS 1 JIOCSTHEHHS HAMIUeHHX Pe3yJIbTATiB Ha BCIiX PIBHSX YIPABIIIHHS.
HaykoBIii mMO-pi3HOMY TiAXOZATH JIO OOIPYHTYBAaHHS pOJi OIODKETYBaHHS Y
(hiHaHCOBOMY IUTAHYBaHHI: BCTAHOBJICHHS €TaIliB OFO/DKETYBaHHS, HE BUOKPEMITIOIOUH
HPOBiIHOT JTaHKK; GopMyBaHHs (DiHAHCOBOT CTPYKTYPH MiANPHUEMCTBA; SIK IHCTPYMEHT
(iHAHCOBOrO TIIAHYBAaHHS Ta KOHTPOJNIIO; IO OIO/DKETYBaHHS — YIPaBIIiHChKa
TEXHOJIOTisl. BCTaHOBIICHO, 1110 OIO/DKETYBAHHSI, SIK YIIPABIIHChKA TEXHOJIOT s, TOBHHHO
BKJTFOYATH TPH B3aEMOIIOB sI3aHi CKJIAJI0BI YACTHHH: TEXHOJIOTIIO (ILIIJIbOBI MOKA3HHUKH 1
HOPMATHBH, BUIM OFOKETIB, CXeMH KOHCOJMialil Or/pKeTiB, (hopMaTH OFOKETIB),
opraHizanito (LeHTPH BiIIOBITAIBHOCTI, PErTaMEHT OIOHKETYBAaHHS 1 OFODKETHOTO
KOHTPOJTIO, PO3MOALT (pyHKIIiH 1 BiMOBIAAIBHOCTI MK PI3HUMH PIBHSAMH YIPaBIiHHS,
cucTeMa JJOKyMEHTOOOIry) i aBToMaTtn3ariio (hiHaHCOBHX po3paxyHKiB. OCHOBHHMH
MPUYHHAME, IO 3YMOBIOIOTH HEOOXIJHICTH BIPOBA/UKCHHs OFOJDKETYBAHHS Ha
BITUM3HSHUX HiANPUEMCTBAX €: BiICYTHICTh iH(OpMALlil IIpo peasbHi BUTPATH, BUAATKH
Ta HAJXO/DKEHHS Ha MiANPHEMCTBI; HELIbOBE BUKOPHCTAHHS PECYpPCIB OpraHi3aLii;
3Ha4Hi (hiHAHCOBI BTpaTH; KpH3a HEIUIaTEe)XiB. BcTaHOBIEHO, HAyKOBO OOIPYHTOBaHI
NPUHIMIN OF0/PKETYBaHHS, MPAKTUYHE 3aCTOCYBAHHS SKHX € HEOOXiJHOI yMOBOIO
eeKTUBHOCTI mpouecy OoKeTHOro IiaHyBaHHA. OOIPYHTOBAaHO poOJb
Ol0/DKeTyBaHHS Yy (IHAHCOBOMY IUIaHYBaHHI, a TaKo)X IepeBard Horo
BIPOBA/DKEHHA Ha BITYM3HAHUX HianmpueMcrtBax. LLo® peamizyBatu mnepeBaru
010JUKETYBaHHSA, Ha MIANPHUEMCTBAX HEOOXIIHO BUPILIMTU HU3KY IpobieM, a came:
CKOHOMIYHI; TeXHIUHIi; OpraHi3alliiiHi; coliaibHi; iHPOpMaIiiiHi.

15



Bulletin of Zaporizhzhia National University. Economic sciences. /e 4 (48), 2020

Statement of the problem

There is a need to improve product competitiveness and
investment attractiveness of domestics enterprises in the
context of Ukraine’s integration into European
Community and markets competition increase. This
makes it necessary for enterprises to build qualitatively
new management systems, complied with global

standards. Budgeting — is one of the progressive
management technologies that promote economic
efficiency.

Increased focus on budgeting is attributable to ensure
survival end economic growth in the market environment
of economic entities, it is reasonable to calculate planned
incomes and expenses, profits, working capital and
investment requirements, balance monetary flows and
ensuring the necessary level of capacity to pay.

Analysis of recent studies and publications

Many domestic and foreign scientists conducted a study
on enterprises budgeting. Thus, researchers I. A. Chayun
and V. F. Srebrinsky focus on the development phases and
implementation of budgeting systems [1]. However, it’s
not single out the leading element. 1. B. Nemirovsky and
I. A. Starozhukova [2] propose manage the enterprise
through a balanced scorecard based on the budgetary
planning and the formation of the financial structure of the
enterprise, without stating what exactly is in the process
of the implementing enterprise budgeting. A. V. Tyrinova
observed that budgeting becomes an instrument of the
internal financial planning and control [3]. In this way it’s
not focus on its implementation. The scientist
T. A. Pozhueva notes, that a number of conditions have to
be involved to eliminate difficulties in the using of the
budgeting, which arise in the initial stages of its
introduction in the enterprise: determination of the
objectives of the enterprise; establishing the need of
introduction of intra-firm planning and the desirability of
its use by a business unit [4].There is no indication of how
to overcome them. N.I. Rudik observes, that the
budgeting — is a management technology to ensure that the
strategic objectives of the enterprise are met [5]. However,
without specifying these objectives.

So, there is no a unified approach among researches
defining the role of budgeting in financial planning.

Objectives of the article

The purpose of the item is to identify and study the
components of budgeting and the rationale for its role in
enterprise financial planning.

The main material of the research

The budgeting — is the process of planning the future of an
enterprise, which results are formalized by the system of
budgets. The budgeting is generally done through
operation planning, based on the strategic objectives of the
enterprise.

The main objectives of the budgetary should be classified
[6]:
- ensuring of current planning;

- coordination, cooperation and communication of
enterprise units;

- support expenditure of enterprise;
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- establishing a framework for the evaluation and
monitoring of enterprise plans;

- compliance with laws and contracts.

In the opinion of S.F.Golova, the budgeting should be
understood as planning of future operations of enterprise
and presentation of its results in the form of a budgeting
system [7]. However, this interpretation of budgeting is
somewhat limited, since budgeting is not only about
budgeting, but also managing variances in income-
expenditure.

In the view of B.P. Savchuk [6], budgetary and budget are
identical concepts, related to the level and composition of
costs, providing absorb these expense by financial
resources from various sources. This interpretation of the
nature of the period to be analyzed is more relevant to the
essence of financial planning in an enterprise.

Scientists D.K.Shim and D.G. Siegel [8], the concept of
budgeting is understood as a system of coordinated
management of enterprise units. However, this
formulation does not provide a clear understanding of the
nature of budgeting, since it only addresses the
organizational aspect of budgeting.

The researcher V. V. Burtsev [9], considers “budgeting”
as a short-term planning system, monitoring of resources
and performance, which can be accepted, but it is not
entirely appropriate to limit budgeting to the short term.

There are other approaches to defining the concept of
“budgeting”. For example, Professors A.E. Kuzmin and
A.H. Melnik [10], are understood ‘“budgeting” as
management technology.

In our opinion, the most justified interpretation of the
essence ‘“budgeting” given by S. Onishchenko, that
budgeting is the process of organizing financial and
economic activities of economic entities, based on
budgeting by responsibility centers and activities and
arrangements for monitoring their implementation,
analysis of budget variances and regulation of economic
activity on this basis to harmonize and achieve results at
all levels of management [11].

We agree with V. E. Khutsky, V. V. Gamayunovir and
Sizov T.V.[12], that budgeting as management
technology should comprise three interrelated building
blocks: technology, organization and financial automation
(Fig. 1).

Thus, the budgeting process should include components,
that will support the core enterprise management
functional and the relationships of budgeting to an
enterprise strategy and a description of the sequence of
implementation of each component of budgeting, as
management technology. Budgeting, as opposed to
traditional management practices, influence on formation
of financial resources more effectively, cash flows and
financial performance due to prompt receipt of
information, which plays a significant role in management
decision-making. The main factors of the relevance of
implementation that determine enterprise budgeting are:
the need to find internal reserves to reduce production
costs and implementing of production, rationale for
optimal levels of financial resource consumption,
optimizing tax payments and improving enterprise
management; increased competition among enterprises, as
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a result, competitive advantage through improved
management through the introduction of budgeting;
integration of modern management systems and
information technologies achieved through budgeting; the
need to enhance the investment attractiveness of the
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organization, since foreign investors prefer self-financial
in an enterprise with a high level of management [13].

Results of the survey of heads of domestic enterprise provide
a list of the reasons that necessitated the introduction
of budgetary systems or elements thereof (Table 1).

Table 1 — The reasons for introduction of budgetary systems or elements thereof in the domestic enterprises [10]

Content of reasons Positive responses from managers, %
1.No information on real costs, expense and income of the enterprises 35,2
2. Misuse of organizational resources 24,4
3. Need to value all production and business transactions 24,1
4. Significant financial loss 21,1
5. Foreclosure crisis 20,7
6. Low fiscal discipline 15,2
7. Risk of bankruptcy 9,7
8. Low level of liquidity 4,5
9. Other reasons given by respondents 1,5

In most domestic enterprises cost management is
relatively low, which is confirmed by the high unit
costs, negative changes in expenditure trends and
structure. For example, profitability of operational
activities of industrial enterprises in Zaporizhzhya
oblast, the average has not exceeded 5.0% in recent
years. This situation demonstrates that, enterprises
should adopt qualitatively new approaches to cost
management to improve the efficiency of enterprises
and achieve high financial results. The cost
management at a qualitatively new level is possible
through the introduction of budgeting in domestic
enterprises.

The cost management efficiency is quite low in the most
domestic enterprises, as evidenced by high unit costs and
negative changes in expenditure trends and structure. For
example, profitability of operations of industrial
enterprises in Zaporizhzhya region, the average has not
exceeded 5,0% in recent years. This situation indicates
that innovative approaches to cost management should be
introduced in enterprises, to improve the efficiency of
enterprise operation and achieving high financial results.
The cost management at a qualitatively new level is
possible through the introduction of budgeting in domestic
enterprises.

The studies points that scientifically based budgeting
principles, the practical application of which is a prerequisite
of efficiencies of the budgeting process are:

1. The principle of necessity — means compulsory
application of plans in the performance of any activity. The
principle of necessity is particularly important in a market
economy, as its compliance with modern economic
requirements of rationale resource management.

2. The principle of regularity — the budget should be drawn
up and update within a certain temporal rhythm according to
other plans of the enterprise.

3. The unity — defined by the need for a unified approach
and the relationship between the plans of the enterprise and
all its components and their functioning coordination. The
unity of plans implies common plans and goals and also the
interaction of different parts of the enterprise.

4. The principle of completeness consists in that the budget
should cover all activities and all units of the enterprise.
Different types of budgets can be developed within an
enterprise. Depending on the facility, the coverage may be
the total (consolidated) enterprise budget and the functional
budgets of its individual units.

5. The principle of reality based on the need for
prioritization of sales over production and taking into account
resource constraints at the disposal of the enterprise.

6. The principle of integration due to the need for close
interrelationship between different types and levels of
budgets.

7. The principle of flexibility, which is permitted in the
design and budgetary execution, the possibility of
adjustability when internal or external operation conditions
change.

8. The principle of economy implies that, between the result
of budgeting itself and the cost of money and the time to
implement it must be a rationale balance.

The development and implementation of enterprise budgeting
requires considerable time, resources and effort. For example,
a large transnational corporation, on average, $63,000 is spent
on budgeting for every $100 million. And this is only the cost
of the department that directly formulates the budgets
excluding expense all entities involved in the process. The
budget process averages takes 110 days. However, without
financial planning enterprises incur significant losses.
According to Russian experts, the absence of an accurate,
objective and systematic information on the formation, use
and distribution of the organization's resources results in
losses that can amount to 20% of income [10].

The implementation of budgeting forces managers to
quantitative indicators on cash flows their influence on the
structure of assets and liabilities. And after three to four
budget cycles, managers begin to forecast budget figures to
several per cent accuracy. Specialists believe that the
introduction of budgeting — is the primary system target,
that should be established in case of financial problems, and
for those enterprises whose development is undesirable, the
formation of budgets would make it possible to identify the
causes of the situation and determine areas of cost savings.
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The science and practice show that budgeting provides
enterprises with such advantages as:

1. The budgeting formation requires research and
determining expenditure of units or enterprises, its
structure development. This should reflect the ideas of
productive, innovative and social development based on
the real capabilities of the enterprise. The budgeting
process provides an opportunity for analysis and to assess
existing and potential sources of income, identifies the
need for external financing and so on. The budgeting
helps to predict possible income and expenditure, gains
and losses, assets and liabilities, solvency and liquidity,
identify reserves and opportunities for cost reduction.

2. All unit costs are subject to real planning, control and
regulation. This helps to prevent unnecessary costs and
ensure the use of limited resources by purpose of
developed budgets.

3. Allow for the creation of motivational mechanisms in
the budgets themselves and related to their performance.

4. Predicting future financial problems in the company’s
operations, its structural units due to changes in the
internal or external functioning environments, that allows
to take early anti-crisis measures.

5. The forecasting the impact of such measures as the tax
base changes, relatively important in the structure of tax
expenditure, capital expenditure, production reorientation,
access to new markets, loans, attracting investment,
winding down, etc. the budgeting allows for timely
identification possible bottlenecks in the future activities
of the enterprise, assess the economic impact of budget
indicator deviations in a timely manner and make effective
management decisions.

6. Managers examine the mechanism for optimizing
costs and income in the structural subdivisions of the
enterprise. Financial responsibility of enterprise within
budgets, there is a need to scrutinize costs and the income
of each of them, study of linkages between responsibility
centers, creating conditions for achieving savings.

7. Strengthening financial discipline in the enterprise
through increased accountability of managers and
implementers for specific expenditures and revenues,
expenditure and income and financial performance of the
enterprise. The budgeting is not about incentives for one-
off financial results and for contributing to the growth of
the enterprise among the participants in the market.

8. Creating opportunities to select the most promising
areas of investment on the basis of the division of all types
companies” business high-cost, low-cost and unprofitable.

9. Improving the financial performance of an enterprise
be creating conditions enabling savings and earmarking of
resources, reducing expenditure and increasing income.

10. Achieving the necessary level of capacity to pay by
improving the management of cash flows through that the
formation of consolidated or partial cash-flow budgets
provides an opportunity to predict the future payment
situation, prevents cash-flow gaps through timely
mobilization of external sources of funding, changes in
payment terms by suppliers and consumers, improved
management of accounts receivable and payable.
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11.Increasing the investment attractiveness of an
enterprise by improving the quality of the management
system. The budgeting allows making the enterprise
“transparent” for investors, identifying profitable and
unprofitable activities, highlighting linkages between
units and management levels in the interprise, reflecting
asset and liability structure, solvency and liquidity, etc.

12. Improved coordination level within enterprise by
production of consolidated enterprise  budgets,
implemented trough the establishment of budgets for
designated responsibilities centers at each management
levels.

13. Improved quality of management decisions trough
improved information management since budgets in an
enterprise can be developed in different forms and types
according to budgeting targets.

A number of issues need to be addressed to realize the
stated benefits of enterprise budgeting:

- economic (lack of clearly defined objectives for the
introduction of  budgeting, “plan-fact” budget
performance analysis system is not fully developed,
problem of choice of methods of budgeting, problem of
harmonization between economic, accounting and tax
approaches recognition of income and expenditure, etc.);

- technical (lack of automated systems for budget
procedures, problem of adaptation of foreign software
products in the operating conditions of domestic
enterprises, etc.);

- organizational (incorrectly designed budget structure
of enterprise management, excessive detail of budget
items, accounting complications, etc.);

- social (increased workload of workers, those involved in
the budgeting process, insufficient qualifications of workers
to work with budgetary systems, the existence of resistance
to the introduction of budgeting on the part of employees of
the enterprise, etc.);

- information (imperfect information management system
for budgeting process in an enterprise, lack of ba normative
and methodological framework for budgeting, lack of
information processing system, etc.).

In summary, budgeting is an important tool for improving
the effectiveness of development and the use of enterprise
finance.

Conclusions

One of the main functions of the budgeting — is to plan
activities includes a detailed business plan of activity of
the enterprise. This function is intended to coordinate
actions to achieve the objectives of the enterprise.
However, the budget planning function allows any
quantitative indicators of an enterprise’s objectives to be
complied, assess the extent to which they have been
achieved, make a preliminary analysis of activities and
future financial situation of the enterprise.

Through the evaluation of the responsibility centers and
measures to meet the established targets analysis of the
achievement of the objectives of the enterprise as a
whole, and consequently, the impact of employee
motivation on the degree to which the objectives of the
enterprise are achieved.
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