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D The article deals with the problem of identification of content of concepts of financial and management accounting in budget
institutions of Ukraine. Basing on the study of approaches to the definition of abovementioned terms in international and domestic
accounting theory and practice the author presented basic definitions of both financial and management accounting in general, and
generalized peculiarities and differences of the abovementioned subsystems of accounting. Analysis of recent results in the context of
peculiarities of the activity of budget institutions allowed to form the definition of concepts “financial accounting in budget institutions’,
“management accounting in budget institutions’, and also to highlight differences of these subsystems of accounting in budget
institutions of Ukraine.

D Budget institutions, financial accounting, management accounting.

OCOBJNBOCTI ®IHAHCOBOTI'O TA YITPABJIIHCBKOI'O OBJIIKY
B BIOJI’KETHUX YCTAHOBAX YKPATHI

CBipko C. B.,

00KMOp eKOHOMIYHUX HayK, npoghecop Kagedpu 061Ky 8 KpedUMHUX i 6100XemHUX yCmMaHo8ax ma eKOHOMIYHO20 aHAi3y

/IBH3 «Kuiscokuli HauioHaneHuli ekoHomMiyHUl yHisepcumem im. B. fememara»

D Y cmammi po3enaHymi npobnemu ideHmudikayii 3MicmosHo20 HaNOB8HeHHA NOHAMb iHAHCO8020 MA ynpasniHcbko2o 061Ky 6 6100xem-
Hux ycmaxosax Ykpainu. Ha ocHosi onpayto8arHs nioxo0ie 00 8U3HAYEHHA 8UWEBKA3aHUX MepMiHig y c8imosili i eimyu3HaHil 06nikosili
meopii ma npakmuyi npedcmassieHo 0CHOBHI BU3HAYEHHSA AK IHAHCO8020, MAK | ynpassiHCbKO20 061Ky 3a2an0M, @ MAKOX y3a2albHEHO
ocobnusocmi ma 8iOMiHHOCMI 8ULEBKA3AHUX hidcucmem 6yxaanmepcbko20 061iKy. AHAni3z ocmarHix pesynsmamie y KoHmekcmi ocobu-
socmeli QisilbHOCMI 6100XeMHUX yCMaHo8 00380/1U8 CHOpMYyBAMU BUHAYEHHS NOHAMb «PiHAHCOBUL 061K Y 6100)KemHUX YCMAHOB8AXx»,
«yNpasniHcbKUli 001K y 6100XemHuUX yCmaHo8ax», d MAkoX 8UOKpeMumu 8iOMiHHOCMI 8ka3aHux nidcucmem 6yxzanmepcbko2o 0071iky 8
6r00XemHux ycmaHosax YKpaiHu.

I brodxemHi ycmarosu, piHaHcosuti 0671ik, ynpasniHcbKuti 067iK.

OCOBEHHOCTHU ®UHAHCOBOI'O 1 YITPABJUEHYECKOI'O YUETA
B BIOJKETHBIX YUPEXJIEHUSAX YKPAUHBI
Ceupko C. B.,

00KMOp 3KOHOMUYeCKUX HayK, npogheccop Kaghedpsbl yyema 8 KpedumHbIX U GIOOXEMHbIX yUpex0eHUsAX U SKOHOMUYECKO20 aHAMU3a
BY3 «Kuesckuli HaUUOHaAbHbIU SKOHOMUYeckul yHugepcumem um. B. fememaxa»

D B cmamee paccmompeHsl npobaemsl udeHMUGUKayuu cooepxxamesibHo20 HaANOHeHUA NOHAMUU (UHAHCOB020 U ynpasfieHYecKo2o
ydema 8 6100)xemHbix yupexoeHusax YkpauHel. Ha ocHoge 06pabomku nodxo008 k onpedesieHuUIo 8blUeYKa3aHHbIX NOHAMUL 8
MUpogol u omedyecmaeHHOU y4emHol meopuu U nNpakmuke npedcmassieHbl 0CHOBHble onpedesieHUs Kak pUHAHC08020, MAK U
ynpassneH4ecko2o ydema 8 yesoM, a makxe 0606weHol 0cC06eHHOCMU U pa3iuydus 8bilueyKa3zaHHelx nodcucmem byxaaamepckozo
ydema. AHanu3 noce0HUx pe3ysbmamos 8 KoHmekcme ocobeHHocmeli deamenbHOCMU 6100XemHbIX yupexoeHuli no3eoausn
cpopmuposame onpedesieHue NOHAMUU «UHAHCOBbIL y4em 8 6100XeMHbIX yYpexoeHuAX», <ynpasnieHyeckuli ydem 8 6100emHbix
y4pexo0eHuAxX», a makxe 8bl0e/1UMb PA3UYUA YKA3AHHbIX NOOCUCMeM Byx2anmepcko2o ydema 8 6100KemHsoix yupexo0eHusx
YkpauHel.

D brodxemHble yupexoeHus, YUHAHCOBbIU y4em, ynpasieHyeckuli yyem.

Statement of the problem

Accounting in budget institutions is at the stage of fundamental rearrangement. Significant changes,
which have already been implemented, and actions, were presented by the Resolution of the Cabi-
net of Ministers of Ukraine of January16, 2007 “On approval of the Strategy for modernization of the
accounting system in the public sector for 2007-2015 years” [1]. Implementation of planned tasks of the
Strategy occurred consistently in the context of three directions, namely: development of the account-
ing methodology and reporting, reforming of their techniques and organization [2; 3]. However, none
of the positions touched upon the question of the development of financial and management account-
ing within the system of budget accounting in general and accounting in budget institutions in partic-
ular. At the same time, formulation of this question is essential and urgent task. This is caused by the
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conditions of permanent poor state of financial pro-
vision of budget institutions and therefore, and con-
sequently, activation of enrolment of budget insti-
tutions in the market economy on the one hand and
the need for optimization of each segment of their
activity on the other hand.

Analysis of recent research and publications

The question of financial and management account-
ing in the public sector is considered extremely lim-
ited. At the same time, preference is given to the field
of management accounting in higher educational insti-
tutions of Ukraine. Integrated sound of this problem
was presented in previous publications of the author.
They defined prerequisites of separation of financial
and management accounting in budget institutions in
Ukraine [4; 5].

The aim of the article

The aim of this article is to form characteristic of
concepts “financial accounting” and “management
accounting” in the context of accounting process of
budget institutions and to define their peculiarities and
differences on the basis of usage of general and spe-
cific methods of scientific research.

DIFFERENCES BETWEEN FINANCIAL AND MANAGEMENT ACCOUNTING BY C. DRURY [6, P. 26]

SIGN OF DIFFERENCE

legal requirements

FINANCIAL REPORTING

obligatoriness of
preparation
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Presentation of the basic material

The problem of correlation of financial and man-
agement accounting has repeatedly been considered
in the special literature. It must be mentioned, that
characteristics of mentioned accounting subsystems
were presented with consideration of the main field
of their realization, namely: the segment of account-
ing support of management of entrepreneurial activ-
ity. Obviously, in order to determine peculiarities of
financial and management accounting in budget insti-
tutions of Ukraine, one should explore both formed
common approaches to their definition and classifica-
tion of their differences. The author proposes to start
the review with the fundamental work of C. Drury
“Management and cost accounting” [6]. In this book
this scholar indicates that *...management accounting
— is a provision of information to persons, which use it
during the process of making grounded decisions and
increasing of the efficiency and productivity of cur-
rent operations. At the same time, financial account-
ing is assigned to provision of information to external
structures, in other words to those ones, who are not
coworkers of the organization” [6, P. 25]. Among dif-
ferences between financial and management account-
ing he mentions next positions (table.1) [6, P. 26].

Table 1

MANAGEMENT REPORTING

«optionality» of preparation (preparation
in case of economic expediency)

emphasis on individual
components and segments of
business

describes the activity of the
subject on the whole

pays attention to “separate components
of organization”

generally accepted accounting

must respond to legal
requirements and generally
accepted principles of

satisfies informational needs of managers

principles accounting, established, for of the company
example, by FASB and ASB
time limits reflect information on past reflect information on both past events
events and expected events in the future
frequency of submission of : on request within the relevant requests
reporting document semiannually for information

According to the position of famous scholars Horn-
gren Ch.T, Foster J. “...preparation of external reports
refers to the field of financial accounting, which is
strictly regulated by standard principles, and prepara-
tion of internal reports — to the system of management
accounting, which is less regulated [7, P.7].

The text book on management accounting under edi-
tion of V. Paliy and R. Vander Vill mentions that “...

financial accounting pays attention to control of assets
and liabilities, to registration and classification of trans-
actions, that influence business activity. In fact, it is ret-
rospective — facing the past... Management accounting
is concerned with provision of managers, chief execu-
tives of the enterprise and its departments” [8, P.20].
In the process of the research of issues of the stra-
tegic management accounting Ward K. indicated, that:
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“...recording of income and expenses from operations
of the company in external financial reports on finan-
cial results, submitted to shareholders and other stake-
holders, i.e. financial accounting... Assistance to man-
agement personnel of the company in the process of
making financial accounting decisions, participation of
specialists on finance in working groups, that develop
decision, i.e. management accounting” [9, P.7].
Rather famous work of Needles B., Anderson H.
and Caldwell J. “Principles of accounting” states “...
management accounting covers all types of account-
ing information, which is measured, processed and

DIFFERENCES BETWEEN FINANCIAL AND MANAGEMENT ACCOUNTING BY A. APCHERCH) [11, P. 40]

SIGN OF DIFFERENCE

users / directions of usage

FINANCIAL REPORTING

mainly external

transmitted for internal usage my management. Finan-
cial accounting covers accounting information, which,
except its usage by management in frames of the firm,
is given to those ones, who is outside the organiza-
tion” [10, C.17].

During the process of the research of mechanisms
of management accounting Apcherch A. states “...
financial accounting is aimed at external users of infor-
mation, management accounting assigned to internal
users, in particular to management” and points out
such differences between financial and management
accounting (table. 2) [11, P. 40].

Table 2

MANAGEMENT REPORTING

mainly internal

regulation outside / published Yes

no

orientation in time

mainly on the past

mainly on the future

scopes and time frames

tactical and operational;
regular recording of
operations

strategic, tactical and operational; regular
and special information

Rather significant paper of economists Harison R.,
Noreen E., Brewer P. «Management accountingy fixes
such approach to financial and management account-
ing: “As planning is quite important part of work of
management, management accounting characterize

strong direction for the future. Financial accounting
gives consolidated information on financial transac-
tions in the past”, at the same time authors distin-
guish next differences of mentioned subsystems [12,
P. 13, 14] (table.3).

DIFFERENCES BETWEEN FINANCIAL AND MANAGEMENT ACCOUNTING BY

HARRISON R., NOREEN E., BRUERP. [12, P. 13, 14]

SIGN OF DIFFERENCE

vector orientation

FINANCIAL REPORTING

reports for external users

Table 3

MANAGEMENT REPORTING

Reports for internal users with the aim of:
planning, management and motivation,
control, assessment of results of activity

impact over time

focus on key financial
consequences of the activity
in the past

focus on decisions, that influence the
future

prevailing characteristics of
information

importance of objectivity
and testability of data

importance of appropriateness

requirements

needs exactness

needs timeliness

consolidated data is

detailed reports are being prepared on

the scope prepared concerning all segments of departments, products,
organization clients and coworkers
. must meet the accounting there is no need to meet the accounting
regulation standards standards
obligation obligatory concerning not obligatory

external reporting
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In conclusion of the review of approaches to def-
inition of the essence of financial and management
accounting, presented in papers of economists from
developed Western countries, we must note that experts
of the Institute of Management Accountants (whose
centennial of the establishment will soon be celebrated
by accounting community) define that “... financial
accounting — is classification and registration of trans-
actions the enterprise in accordance with established
concepts, principles, accounting standards and legal
requirements as well as providing results of the impact
of these transactions during and at the end of the report-
ing period; management accounting — is an integral part
of management, related to the identification, provision
and interpretation of information” [11, P.42].

Turning to papers of domestic accountants, we must
mention complex paper on financial and management

Svirko S.V.

accounting by two famous Ukrainian economists Holov
S. F. and Yefimenko V. 1., which is still actual, and takes
one of the central positions in specialized Ukrainian lit-
erature. Authors state, that “...Financial accounting — is a
totality of rules and procedures, which ensure preparation,
disclosure of information about results of the activity of
the enterprise (institution, organization) and its financial
state in accordance with requirements of laws and stan-
dards of accounting. Management accounting — is a total-
ity of methods and procedures, which ensure preparation
and giving information for planning, control and making
decisions on different levels of management of the enter-
prise, institution, organization.”, distinguishing next dif-
ferences between financial and management accounting
(table. 4) [13, P. 9, 10,14; 14, P.12].

Considering limitation in the content of the article,
we will present another two definitions of the essence

DIFFERENCES BETWEEN FINANCIAL AND MANAGEMENT ACCOUNTING

BY HOLOV S.F., YEFIMENKO V. 1. [13, P. 14]

SIGN OF DIFFERENCE

main users of information

FINANCIAL REPORTING

managers of the enterprise
and external users

Table 4
MANAGEMENT REPORTING

managers of different levels of the
enterprise

restrictions

generally accepted principles
(standards) and regulations

there are no restrictions

usage of measuring instruments

unified money measure

different measures

object of analysis

business entity as a whole

structural departments of the enterprise

periodicity of reporting

regularly, as a rule, annually or
quarterly

variable interval, operative information

evaluation of past (historical

insistence information) for the future (prognostic information)
transparency of data mosge:irlgglfg?g éjl?ta 1S commercial secret

of mentioned subsystems, presented by Ukrainian
economist Atamas P. in his paper «Management
accounting». He states: “Management accounting —
is the process of identification, measurement, collec-
tion, accumulation, analysis, preparation, interpre-
tation and transmission information, which is used
by management personnel inside the enterprise dur-
ing making management decisions and for ensuring
efficient usage of resources. Financial accounting is
focused on preparation of financial reporting, which
is assigned first of all to external users” [15, P. 5, 7].

In this paper Atamas P. Formed the most detailed
domestic classification of differences between finan-
cial and management accounting (table. 5) [15, P. 7, 8].

Analysis of presented positions affirms the existence
of comparative unity in approaches to both determina-
tion of the essence of mentioned concepts, and differ-
ences. In the conclusion of conducted review we would

like to recall the words of famous economist Sokolov
Ya.V.,, presented in unique work “Accounting: from its
origins to the present day” stated: “Management account-
ing includes first of all calculation of the prime cost of
finished products and services. Financial accounting is
conducted for external users of information, is retrospec-
tive and complies with civil and tax law.” [16, P. 20, 21].

In order to achieve to goal of this research, we
must define peculiarities of financial and management
accounting of budget organizations using abovemen-
tioned theoretical basis.

We should start from the review of the hypothe-
sis concerning the influence of the type of the activ-
ity of any economic subject on the development of all
system of accounting. We believe that it will also be
rightly for the subsystems of financial and manage-
ment accounting of budget institutions. We must note
that in conditions of formation and development of
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DIFFERENCES BETWEEN FINANCIAL AND MANAGEMENT ACCOUNTING BY ATAMAS P.. [15, P.7,8]

SIGN OF DIFFERENCE

users of information

FINANCIAL REPORTING

top-management of the enterprise and
a significant group of external users,
whose members are usually unknown
(information is standardized)

Table 5
MANAGEMENT REPORTING

managers of the enterprise — relatively

small group, whose members are known

(information is individual, specified and
targeted)

the goal of accounting

preparation of financial documents

in order to inform users outside the

enterprise (on the financial position
and performance)

assistance to administration in planning,
in management, control, training of
management solutions

obligation of
conduction of
accounting

required by the law from the date
of registration of the company to its
liquidation

by the decision of the administration
(optional)

regulation of
conduction

generally accepted principles,
standards, and regulations (laws etc.)

all, that is useful for management (no
restrictions)

measures in accounting

unified money measure

different measures (including quality)

focus (time-based)

evaluation of past (“historic” character)

together with information of “historic
character’, assessments and plans for the
future (forecasting)

most part of data is available to all

transparency of data interested people commercial secret
[l number of approximative :
the accuracy of asma 2 s a lot of approximate assessments
information assessments, high accuracy, objectivity, (calculated, expert, expected and etc.)

documentary

periodicity of reporting

as a rule, quarterly and annually

variable interval, operational information,
weekly, monthly, on-demand (need)

objects of reporting

organization (enterprise) as a whole

centers of responsibility, types of activity

terms of submission of

reports months

with a delay of several weeks or

immediately after the end of the
reporting period

the level of
responsibility for
conduction of
accounting

responsibility according to law

in fact no legal responsibility

basic structure

double entry, basic equation: |
iabilities + equity of the owner

different, depends on the goal of the
usage of information

mentioned subsystems, the last ones do not go beyond
the accounting system. This statement is quite natu-
ral, as common history of the development of finan-
cial and management accounting testifies in its favor.

We must mention, that among main peculiarities of
the activity of budget organizations one should single
out [3, 4, 17]: in frames of the budget system they are
spending units that automatically includes them into
subordinated vertical “major spending money units —
spending money units” and gives them the status of
non-profit; assets of budget organizations is their prop-
erty according to the right of operative management,
because, in fact, such assets are owned by the state
(community); main product of the activity of men-
tioned business entities — services, which rendering is
supported by money from special and general funds
of state and local budgets.

Mentioned peculiarities negate some traditional
notions concerning peculiarities of financial and man-
agement accounting. In particular, in terms of con-
fidentiality of information, since in abovementioned
conditions it is difficult to provide secrecy of any
information of budget organization in relation to the
state and local authorities, including key spending
unit. Also, in terms of strict regulation of the budget
accounting (that is absolutely justified in conditions of
its functioning), different directions of the activity of
budget organizations, it would be appropriate to form
by main spending units budget funds — by ministries
and agencies — guidelines on conduction of manage-
ment accounting in budget institutions of compliant
industry sector; in conditions of existence and absence
of such recommendations it would also be appropri-
ate to create internal statement on methodology and
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organization of management accounting in every
budget institution. Thus, the thesis that management
accounting in budget organizations is unregulated is
also not actual. In the capacity of controversial posi-
tion concerning budget organizations and all business
entities one should name the assumption regarding the
exclusive role of management accounting in the mech-
anism of management. Ya.V. Sokolov shares this opin-
ion and notes in his disagreement with the division of
accounting into management and financial accounting.
He does not share this opinion because of emphatic
one-sided interpretation of management accounting as
a management instrument, while financial accounting
is considered as an instrument of financial management
[18, p.29]. This statement acquires special meaning in
relation to the activity of budget organizations, which
currently are managed solely on the basis of the budget
and financial reporting. In addition, we should not for-
get, that the activity of budget organizations has both
social and economic meaning, as through the system
of budget organizations the state realizes its powers,
which are derived constitutional rights and guarantees
of the people of Ukraine for the performance of a wide
range of functions. Under these conditions, members
of the public (including public sector employees) are

Svirko S.V.

potential users of the information of any budget organi-
zation, that must be disclosed, which processing allows
them to make appropriate economic decisions.

Basing on the above mentioned arguments, we offer
the following definitions of these concepts within the
accounting system of budget organizations: financial
accounting in budget organizations — is a subsystem of
accounting, which provides comprehensive accounting
of assets, liabilities and equity of this sector through
complete and continuous recording of business trans-
actions and processes for the reporting period, the aim
of which is to form and to provide information on the
economic activity of these business entities for inter-
nal and external users for their making relevant man-
agerial and economic decisions; managerial account-
ing in budget organizations serves as the subsystem
of accounting within which one conducts detailed on
selective criteria accounting (collection, processing,
storage) and target monitoring and analysis of income,
expenses and results of fulfillment of the budget, and
also the transfer of operative information to internal
users for decision making. Differences between finan-
cial and management accounting budgetary institutions
should be singled out according to signs, represented
in the table. 6 [4; 20, P.68-70].

DIFFERENCES BETWEEN FINANCIAL AND MANAGEMENT ACCOUNTING

IN BUDGET INSTITUTIONS BY MAIN SIGNS

SIGN OF DIFFERENCE

users of information

FINANCIAL REPORTING

external and internal

Table 6

MANAGEMENT REPORTING

mainly internal

types of systems of accounting

system of double entry

is not limited by double-entry

freedom of choice

obligatory following regulatory
provisions and techniques

norms and restrictions can carry
both external and internal nature

measures, that are used

money measure

money, natural, conditional-natural
measures

grouping of costs

according to budget classification
and elements

according to items

general goal of accounting

provision of information on the
activity of external and internal users

provision of internal mana?ement of
the business entity with information

subject of accounting

business activity of the subjectas a
whole

activity of structural departments

main accounting objects

assets, liabilities, capital of the
budget organization

costs, revenues, results of activity
of budget or?anization and its
structural departments

periodicity of reporting

periodically on a regular basis
according to the budget legislation

based on management needs

level of reliability of information

needs objectivity and validity

can be both approximately and in
fact accurate

obligation of conduction

obligatory

not obligatory

the measure of confidentiality

open information

conventionally confidential
information
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Conclusions
The development of effective and stable subsystems of financial and management accounting in budget

organizations requires formation of scientific-grounded theoretical fundament. Presented in the article provi-
sions are its initial provisions. Complex conceptualization of subsystems of financial and management account-
ing in budget organizations will allow to increase the efficiency of the whole system of accounting of fulfill-
ment of budget, and therefore it will allow to optimize complex multi-level mechanism of management of
mentioned business entities.
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