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Abstract. The article proves the importance of
corporate strategy formation and the significance of
considering the current state of the economy by the
enterprise engaged in foreign economic activity. The
nature of the corporate strategy, as well as stages and
principles of its creation are analyzed. Based on the
analysis of domestic and foreign scientific deve-
lopments, the definition of the concept “corporate
strategy” is provided. The process of the corporate
strategy formation is also considered. The principles of
the corporate strategy formation are systematized and
their short description is presented. Requirements for the
corporate strategy formation are devel oped.
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Formulation of the problem

With the development of market relationsin
Ukraine, domestic enterprises are increasingly
faced with the problem of surviving and ensuring
sustainable economic growth in the long run in a
challenging, dynamic environment. An effective
solution to this problem is the creation and
implementation of competitive advantages which
can be gained due to a well-designed, effective
strategy for the organization’s devel opment.

It should be noted that at present there are no
common approaches to working out the sequence of
the enterprise corporate strategy development. The
practical solutions to the problems associated with
the need to ensure the functioning of the enterprise
not only today but also in the future, depend on the
enterprise management competence in the strategy
formation methodology and methods. The strategy

enables the company to solve a complex of
problems related to purposeful reorientation towards
manufacturing new products; expansion or reduction
of the nomenclature and range of commodity
products; introduction and use of more effective
technologies; formetion of the strategic potential
necessary for the achievement of strategic goals;
transformation of production and organizational
business sructure; development of specialization
and cooperation; diversification of activities,
devdopment of marketing; improvement of the
management organizational structure etc. So taking
into account the above said, it can be stated that the
formation of the corporate strategy has an impact on
the activity and development of the enterprisein the
long term.

Relevance of the chosen topic

The corporate strategy is an objective basis
for finding answers to such important questions
facing the enterprise as in what sphere or on what
markets should a firm operate; how to ensure the
most efficient allocation of limited resources; how
to compete effectively and so on.

The general significance of particular
problems, their insufficient scientific devel opment,
misunderstanding and ignoring the role of the
corporate strategy for the enterprise, the need to
analyze the existing methods of its formation,
underestimation of the role of choosing the right
strategy and its impact on the further devel opment
of the company justify the necessity for a thorough
study of these issues, they becoming extremey
relevant in the current economic environment.
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Analysis of recent resear ch and publications

The nature of the corporate strategy is dealt
with in the works of foreign and domestic scientists
such as Thompson A., Strickland A. J., Ansoff I.,
Mintzberg H., Popov S.A., Markova V. D., Ku-
znetsova V. A., Vasylenko V. A., Tkachenko T. 1.,
Oberemchuk V. F. and others. Their view of the
corporate strategy is as of a comprehensive
management plan for a diversified company
(having a set of different types of business or stra-
tegic business areas). According to A. A. Thomp-
son and A. J. Strickland, the “corporate strategy” is
when a multi-industry company approves its
principles in various fields, as wel as in the
activities and approaches aimed at improving the
company’s activities’. R. Kokh uses the term
“corporate strategy” in two approaches: as a direc-
tion for strengthening the competitive advantages
of a company and increasing its value, as the
concept to characterize the activities of top mana-
gement. |. Ansoff, as an adherer of the theory of
strategic planning considers the corporate strategy
as a complex relationship between portfolio and
competitive strategies and their components [1, 2].

It should be noted that today there exist no
unified approaches either to the definition of the
essence of the enterprise corporate strategy or to
the development of the stages of its creation. The
definition of the corporate, or general strategy
provided by the Economic Encyclopedia, implies
that this strategy determines the general direction
of enterprise activities and is formed by the
enterprise top management. It performs the
following three main tasks:

to choose the main direction of the
enterprise activity and its strategic business units
(CBU);

to define the specific role of each CBU
and each of its subdivisions in implementing the
corporate strategy;

to determine the amount of resources and
the ways of their distribution between the CBUs
and other units.

In multi-business enterprises, the corporate
(general) strategy is adso called the portfolio
strategy. The corporate strategy is closely related to
the competitive (or business) strategy, which it
actually determines, and the latter ensures the
implementation of the former.

In one-business enterprises, these two types
of strategies are united — the corporate strategy is at

the same time the competitive strategy and vice
versa

W. King bdieves that the company’s
strategy has three stages: at the first stage, the
company seeks to achieve its goal by using existing
products and markets, trying to preserveits existing
reputation. At the second stage, the enterprise pays
more attention to new markets, trying to create a
more advantageous image of itself. At the third
stage, the company develops new products for
existing markets, trying to significantly improve its
reputation.

F. Kotler determines a sequence of the
strategy development stages which consists of the
company’s program; company’s goas and
objectives; business portfolio development plans;
company’s growth strategies.

I. Ansoff distinguishes the following ways
of developing a company strategy: analysis of the
prospects of the enterprise; analysis of positions in
competition; choice of strategy.

V. F. Oberemchuk criticizes by W. King,
F. Kotler and I. Ansoff for their division of the pro-
cess of strategy formation into stages because of its
insufficiency for the current stage of the market
relations devel opment.

According to V.F. Oberemchuk, the above
presented stages of the enterprise strategy for-
mation can be applied only by non-diversified
enterprises (enterprises with one type of business),
where such a strategy will be simultaneously a
general (corporate) strategy.

In a dlightly different way, S.M. Gaydaeva
presents the process of forming a competitive
strategy, emphasizing that the process of strategic
analysis is preceded by the process of establishing
the course of enterprise development and the
formation of its mission and goals.

V.A. Vasylenko and T. I. Tkachenko single
out seven stages of the process of strategy
development: statement of the mission, statement
of the goal (goals), statement of values, analysis of
the environment (includes collection and inter-
pretation of information about the external environ-
ment, internal environment and expectations of
interested groups), objectives, strategic choice:
a) strategies, b) analysis of options, actions.

G.V.Osovska considers an agorithm for
developing and implementing an enterprise
strategy, outlining the main functions and key
actions: definition of the mission; definition of
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goas (transformation of the mission into a set of
goals; construction of a“tree of goals’); analysis of
internal capabilities (products, production potential,
marketing, production cost; identification of
strengths and weaknesses of the enterprise, for-
mation of its competitive advantages); analysis of
the external environment (market, consumers,
competitors, analysis and evaluation of the macro
environment, selection of the target market and the
market segment); analysis of alternatives and
strategy selection (strategic segmentation and
strategy portfolio formation; choice of the basic
development strategy); development (or optimi-
zation) of the organizational structure (deve-
lopment of principles and methods of mativation;
making appropriate changes in the organizational
structure);  implementation of the strategy
(selection of people for key positions, definition of
strategically important advantages, motivation,
creation of the organizational culture).

Given the above, it should be noted that
there is no systematic and unified understanding of
the concept of “corporate strategy”, there are
hardly any clear principles for building a corporate
strategy as a component of the enterprise
management.

Goals and objectives

The goals and objectives of the research are:
to specify the nature of the concept “corporate
strategy”, to identify the principles of the enterprise
corporate strategy formation and to provide a brief
description of each of them, aswell asto determine
the role of corporate strategy in the devel opment of
the enterprise.

Main material and the research results

The corporate strategy is a program of
actions, which determines the main directions of
the company’s development and is worked out at
the highest managerial (institutional) level. To
meet the needs of the consumers, the company
should follow a common corporate strategy, which
is an important factor in achieving success. The
developed corporate strategy helps large diversified
enterprises to preserve and strengthen their
positions on target markets for a long time,
consistently meeting the needs of consumers better
than their competitors.

When formulating a strategy, it is necessary
to pay attention to the systematic approach to
organizing changes in the enterprise, it being the

most justifiable methodological approach in this
case. In the organization model, as a system, there
are present interacting components. personnel,
culture, tasks, technologies, structure and strategy.
Changing one of them necessarily affects at least
one of the rest. Therefore, changes must be
introduced simultaneously both in the technical and
in the social space of the organization in order to
optimize their relationship and interaction.

Principles of forming a corporate strategy
that define the requirements for it, the nature and
the content of the the company’s business activity
have a significant role and influence on the
effectiveness of the process of development and
implementation of corporate strategy of an
enterprise involved in foreign economic activity.
Compliance with these principles can guarantee the
effective operation of the enterprise, avoiding
negative results when implementing the chosen
strategy (Table).

Characteristic for many enterprises is a
hierarchical management system that has a number
of disadvantages. Thus, for example, the internal
interests of individual units may conflict with
corporate  interests. The development of
predominantly vertical ties, being characteristic for
a functional approach, brings up the necessity to
solve problems arising at various levels of the
organization by the head of the enterprise. Opera-
tional work, in turn, prevents top management from
concentrating on solving strategic tasks. And thisis
not the fault of the top manager, but the drawback
of the organizational system used.

To be competitive, businesses need
flexibility, which they often lack. The progress of
production technologies and the corresponding
change in the requirements to product parameters
are those factors that encourage modern firms to
change their design and management practices.
Organizations that today are still often characterized
by rigid hierarchical management systems, a high
degree of professional specialization, a limited range
of tasks for each employee, inflexible rules and
procedures, fail to respond adequately to changes.
Therefore, programs of large-scale changes in the
organization often involve itroduction of changes in
the organizational structure. The methods of intro-
ducing changes, in which the variable is an orga-
nization structure, relate to rethinking and reorga-
nizing the interaction scheme and the tasks of the
unitsand / or the structure of the entire enterprise.
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Principles of corpor ate strategy for mation and their key characteristics

Principles Characteristics
Integrity A corporate strategy should be formed as a system
Continuity A corporate strategy should be used constantly, avoiding time differences
Flexibility T_he ability of a corporate strategy to change its focus in response to unpredictable
circumstances
Accuracy A corporate strategy should be specified and detailed
Participation The devel opment of a corporate strategy should involve the largest possible number of

employees at different levels of management

Compliance with the
market requirements

It defines both the level and the possibility of rapid adaptation of the enterprise structure,
goals, objectives and directionsto changesin the market environment in order to ensure
its effective functioning in thelong run

Switching loads and

It implies an effective combination of resources in the process of their utilization aimed at

of thecrisis situation

resources ensuring their even consumption and distribution of the load during operation
It implies devel oping measures of anti-crisis nature aimed at preventing the crisis,
overcoming the crigs and diminating its negative consequences. This principle involves
Ba anc?n(t);%;a’lsls and the need to consider the interests of every enterprise participant, who ensure the

functional development of enterprise foreign economic activity, to prevent the deepening

Note: Formed on the basis of the analysis of literary sources

Successful  implementation of complex
projects and solution of complex problems can be
done due to formation of additional authorities —
project teams. This new organizational structure is
created for a certain time period to solve a specific
problem. In this case, a temporary structure is
being formed for the implementation of a separate,
well-defined problem, which involves the
representatives of various structural units.

A flexible organizational structure implies
the coexistence of the project organization
paralldly with the formal organization. The rules
of the project organization related to cooperation of
its members, the way of making decisions and
solving problems differ from those of the main
organization. But at the same time, a paralld
organization does not require the recruitment of
new people, it is closely connected with the main
organization and coexists with it.

In large projects with a large number of
participants, there operate several interconnected
teams. There is the main team, whose members
control the work of satellite teams, and are
responsible for the free exchange of information
between the main team and its satellites.

Project organizations are distinguished by
the fact that all channels of interaction are open and
engaged. Managers and employees communicate
freely, without any restrictions, without looking at
the formal communication channels specified by
the hierarchy of the main organization. Unlike

traditional production teams, project teams are
focused on achieving specific results. They are
managed less formally, including the division of
powers, with the role of the leader moving from
one team member to another, depending on the
stage of work or the availability of team members.
Their meetings, as arule, take place in the form of
free discussions amed at solving specific
problems.

Personnel in  such organizations are
endowed with power, that is, decision-making is
transferred to individuals and teams where
competent decisions on specific Situations can be
made at a lower level. Management at all levels is
aimed at ensuring positive leadership. The project
team enables collaboration of specialists from
different departments of the organization.

It is always difficult to change the structure
of an organization. It often happens that managers
have to change the attitude towards personnel in
order to move forward. The system of organization
should foresee, on the one hand, high responsibility
of its employees, and on the other — the opportunity
for the employees to show the initiative and for the
organization to properly use employees potential.

The work of the project team requires
activity from all its members. Instead of formalized
rules and procedures, centralized decision-making,
narrowly directed responsibility, official reati-
onships characteristic for a formal organizational
structure, the project team is able to accumulate a
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potential that is several times greater than the sum
of abilities and experience of any of its members due
to participative methods of collective work. The
team work allows using the efforts, skills, capa
bilities and crestive abilities of all the project parti-
cipants. The team is able to grow, change and adapt
to new requirements, ensuring full and high-quality
compliance and implementation of the strategy.

The top management is the “architect” of
the process of forming a strategy, defining its main
stages and consistency. Management determines
the general goals of the enterprise development and
the main ways to achieve them. Management of
middle and lower levels, as wdl as departmental
specialists, develop operational plans. The duties of
specialists also include analysis of the internal and
external environment of the enterprise, preparation
of forecasts and scenarios for the development of
events. Heads of divisions and staff members work
together to evaluate the alternative strategies
offered to the enterprise.

Business unit strategy should be developed
by operational managers in each strategic business
unit. The corporate center strategy should be
developed by the chairman of the board of
directors, the president or several close colleagues,
but the best managers of business units should
affect, check and approveit.

The development of market rdations in
Ukraine, in particular, in capital construction,
requires the search for effective ways of economic
management.  Quality improvement is a
prerequisite for improving competitiveness of the
organization. The adoption of a long-term strategy
for total quality management requires enterprises to
develop a new organizational philosophy aimed at
creating a balanced and integrated system that can
meet the needs of both domestic and foreign
customers. This, in turn, makes the enterprise
management change the methods of designing and
doing business.

The effectiveness of enterprise management
now depends on how well managers are developing
and implementing a strategy. Some managers
develop strong strategies, but they can not turn
them into practice while others create mediocre
strategies though manage to brilliantly implement
them. In order for the company to achieve
maximum success, managers should combine a
good strategy development with its successful
implementation. If the strategy gives the company
advantages over its competitors, it is better to keep
it confidential.

All of the foregoing suggests that while
building a scheme of the enterprise operation it is
desirable to take into account the project approach,
which requires rethinking of the place and the role
of personnel in the process of implementing the
corporate strategy of the enterprise.

In the Ukrainian market environment, unlike
the foreégn market, dtrategies are predominantly
formed in the short run and the choice of a strategy
for the enterprise depends fundamentaly on a
particular Situation. In fact, we can say that there are
as many specific strategies asthere are enterprises.

When choosing their enterprise strategy
many foreign companies use the development
strategies choice offered by Thompson and
Strekland. The scientists proposed a matrix for
choosing a strategy, depending on the dynamics of
the product market growth (equivalent to the
growth of the industry) and the competitive
position of the enterprise.

While overcoming the crisis the enterprises
should use an integrated approach. The company’s
leaders are supposed to solve a number of problems
in each direction to achieve sustainability during
the economic instability of the market. The listed
changes are the most typical for overcoming the
crisis situation by the company on the background
of the problems that have arisen and management
should take them into account. It is also worth
taking into account the most important point in the
times of crisis, namely, limited human, financial,
and time resources. To be ableto suivive during the
crisis the company should use the available
resources very carefully.

The organizations that have developed a
strategy are always able to behave consistently and
systematically in their business, in particular, in a
dynamic competitive market environment as a
whole, which increases their ability to achieve their
goals. Thus introduction of a strategic management
system in Ukraine is an objectively necessary
process in business management, which increases
the ability of business organizations to adequately
respond to unpredictable changes and contributes
to a well-founded, coordinated solution of both
current and strategic problems.

The process should be based on the
available foreign experience in the field of strategic
management and it is necessary to ensure that it is
transferred creatively to the Ukrainian enterprises
with the account of gpecific conditions of
development of the Ukrainian economy. This will
help domestic enterprises establish necessary
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productions and increase their efficiency. Unfor-
tunately, the following objective and subjective
obstacles hinder this process:

- uncertainty of the market environment of
the transition economy;

- high costs of organizing the planning and
implementation of the strategy, in particular, for
market research and the implementation of
strategic changes,

- lack  of
necessary specialties,

- the rductance of the heads of enterprises
to engagein strategic management.

qualified professionals of

Conclusions and prospects for further research

Defining the principles of corporate strategy
formation allows outlining all the components and
elements of the company’s strategy. Further research
may deal with determining the principles of corporate
strategy formation based on the listed components
and with the account of all its éements.
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For mulation of the problem

The modern economy of Ukraine is under
transformation and requires significant innovations
in many fields, as well as in the types of economic
activities. This particularly relates to the interaction
between the state and business, that is the so-called
public private partnership (PPP). Its essence can be
considered as individual projects, which are
implemented jointly by public bodies and private
companies. Together they develop the system of
relations between the state and business, which is
widely used as a tool of economic and social
development at the regional, national and
international levels[7].

The PPP platform, already existing in many
countries, has proven to be rather effective. Since
this type of interaction between the state and
economic entities has more of the character of a
cooperation system, which depends on both the
state and private entities, the conditions of a mixed
economy involve the private sector in all the stages
of economic projects implementation. Conse-

quently, PPPs effectively address topical issues
related to the development of economic systems
and solve major economic and social issues. It
should be noted that this type of partnership can
aso be the basis for solving those significant
problems that have now affected many countries,
including Ukraine. This is a matter of reconstruc-
ting the areas affected by armed conflict.

Regarding the stat€'s participation in the
development of the PPP system, it is worth noting
that there are legal conditions and acts for
implementing joint projects of the state and the
private sector (The Concept of PPP Development
in Ukraine for 2013-2018; the Law of Ukraine
“Public Private Partnership” [5]; the draft Law
“Strategy for PPP Development in Ukraine’, ec.).
Based on them, Ukraine implements the PPP
projects in the following areas. sports, heat supply,
health care, transport infrastructure, housing and
communal services, ec.

The PPP projects were being largdy
developed in 2013, when the Department of Invest-
ment and Innovation Policy and PPP Devel opment
of the Ministry of Economic Development in
Ukraine was implementing 160 projects within the
PPP framework. The Ministry of Economic Deve-
lopment constantly monitored the effectiveness of
the projects implementation based on PPP terms
and analyzed the legislation in this area with the
purpose of their further development.

These projects provided for the cooperation
between the public and private sectors under the
teems of a concession (a mutually beneficial
agreement, under which the state grants business
with the right to use certain entity or property),
lease agreements and share participations. In
addition, they were implemented in the fields of
production, transportation, heat and water supply,
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health care and power supply, tourism, leisure,
recreation, culture and sports, geological
exploration and mineral production, etc.

Their distinctive feature is that the proposals
for partnership come mainly from public bodies to
private sector representatives. This fact is
associated with the establishiment and develop-
ment of the institutes for civil society in Ukraine
and the power of public bodies alowing private
sector representatives to conduct certain types of
activities within their own competence [4].

It is important to identify and take into
account all the factors for PPP and either create or
borrow the existing models and methods of rational
and efficient implementation of the PPP projects to
further develop them and promote in the context of
al the types of ecomonic activities.

Despite the interest of the state and the
private sector in Ukraine in such an interaction, its
existing advantages and potential are not fully
realized within the national economy, especially
within external economic activity. This requires
that both theoretical aspects and features of PPP in
external economic activity should be studied. The
foregoing makes it possible to justify the rdevance
of the chosen subject, its theoretical and practical
value both for the Ukrainian economy and the
world economy.

Therecent investigations and publications

During the last years, the Ukrainian and
foreign researches have been considerably focused
on the study of the relations between the state and
the private sector and PPP. The problem of the
relations between the state and business and their
interaction was described and analyzed in different
contexts by such scholars as A. Klymenko,
V. Korolev, M. Pasichnyk, K. Pavliuk, S. Pavliuk,
O. Pdliakova, V. Puchkov, O. Pyroh, V.Var-
navskyi et a. [1-13]. The scholars defined the
concept of PPP, its features, forms and
characteristics of implementation and outlined its
role in the development of the national economy,
social sphere, etc. The generalized definitions of
the PPP concept are presented in table.

Purpose and objectives
The purpose of the article is to determine the
essential features and characteristics of PPP, its
peculiarities and theoretical aspects in external
economic activity, to outline its direct connection
with external economic activity of economic
entities, which will suggest the actual definition of

PPP in external economic activity.

Main material and results of theresearch

The modern economic processes and
transformations in Ukraine are very important, on
the one hand, for Ukrainian enterprises, namely for
their integration into the international system of
economic relations, and, on the other hand, are
required to involve foreign businessmen in
cooperation within and beyond Ukraine. The
importance and significance of such relations is
constantly increasing for the development of
certain countries and especially for Ukraine. It is
equally important and positive that countries
participate in various forms and types of the
international cooperation, the international division
of labour and PPPs. Since this type of a systemic
interaction is developing and can occur not only
within the borders of one country, PPPs in external
economic activity should be considered.

Based on the generalization of literary
sources on the problem of determining the essence
of the concept under study, the following features
of PPP have been outlined:

—asystemic interaction;

— a drategic importance: a strategic
orientation of the PPP projects towards solving
topical social problems;

—innovativity: having considered the already
implemented PPP projects, it should be noted that
they provided for introducing the innovative
methods of activity, technologies, etc.; therefore,
PPP itsdf can be considered as an innovative
method of interaction between private structures
and public bodies;

— resource constraints: at the micro level,
PPPs are individual projects that require a certain
level of resources for ther implementation,
normally on an investment basis.

In accordance with the Law of Ukraine
“External Economic Activity”, external economic
activity is an activity of Ukrainian and foreign
economic entities built on the reations between
them, which occurs both on the territory of Ukraine
and abroad; one of the important conditions for
economic growth and development of any country
[6]. It makes it possible to develop and discover
novel promising directions for the export of goods
and services. Due to this activity, Ukraine can
solve the shortage of energy sources, the latest
technologies, equipment and machinery, certain
consumer goods, etc. Under the conditions of the
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Defining the concept of public private partnership

Author/Sources

Definition

TheLaw of
Ukraine“Public
Private Part-
nership” asof
July 1, 2010[5]

Public private partnership is a cooperaion between the sate of Ukraine, the Autonomous Republic of
Crimeq, territorid communities in the person of the rdevant public bodies and local sdlf-government
bodies (date partners) and legd entities except public and municipa enterprises, or individuals —
entrepreneurs (private partners), which is carried out based on the contract in accordance with the
procedure established by the Law and other legd actsand correspondsto the features of PPP.

M. Pasichnyk [8]

Public private partnership is one of the prindples of the New Public Management modd. Thisis a
modd of public adminigration, which is based on the borrowing of corporate adminidration methods
that are applied in business and non-profit organizations. It focuses on increasing the flexibility of
decison-making in the gate apparatus, reducing its hierarchy, delegating the powersto alower leve of
decis on-making and srengthening the mechani ams for feedback between the Sate and citizens

A. Klymenko,
V. Korolev,
V. Vanavskyi [1]

Public privete partnership is alegally established form of interaction between the date and the private
sector in rdation to economic entities and municipa ownership, as well as the services performed and
provided by public and municipa bodies, inditutions and enterprises with the am to realize socidly
significant projectsin awiderange of economic activities

O.Pyron[9]

Public private partnership is an interaction between the state and business, which is one of the most
important conditions for shaping an effective investment policy, enhandng innovation activity in the
economy, devel oping economic and socid infragructure.

K. Pavliuk,
S. Pavliuk
[7,p.19]

Public private partnership is a congructive cooperation between the date, private entities and dvil
inditutions in the economic, palitical, social, humanitarian and other spheres of socia adtivity with the
am to implement socialy significant projects based on the priority of the intereds of the dete its
political support, consolidation of resources of the gakeholders, the effective didribution of the risks
between them, the equdity and trangparency of the rdations in order to ensure the progressve
development of society.

O. Pdligkova
[10, p. 318]

Public private partnership is a socid inditution, which indudes a set of formal and informd rules
within which the joint activities of public authorities and the private sector are implemented based on a
st of alternatives of conduct in order to meet the needs of society.

V. Puchkov
[11, p. 289

Public private partnership is an inditutional and organizational dliance between the date and busness
with the aim to implement socialy significant projects in a wide range of fidds of activity: from the
devdopment of drategicaly important industrial sectors and research activities to the provision of
public services. Asarule every such dlianceistemporary sinceit is edablished for a cartain period of
timein order toimplement a specific project and ceasesto exist after itsimplementation.

European
Commisson [13]

Public private partnership is reduced to the transfer of some powers, respongbilities and risks to the
private sector toimplement invesment projects financed by the public sector.

O. Didchenko,
S. Moskaenko

(3]

Public private partnership is a cooperation between public bodies and the private sector in socialy
important sectors However, the leading role is played by the private sector, which nat only seeks to
generae profits but also recognizes socid responghility to society.

intensified transnationalization, international integra-
tion and globalization of the world economy and the
international division of labour, the importance of
external economic activity isincreasing annualy.

External economic activity is characterized
by the following features:

a) it is, by its very nature, economic activity,
that is “the activity of economic entitiesin the field
of social production aimed at producing and selling
products, performing relevant actions or providing
value-added services that have accurate prices’ [2];

b) this activity is based on the rdations
between economic entities that are under the
jurisdiction of different states;

C) it can be conducted within or beyond Ukra-
ineg with or without crossing its customs border [12].

Based on the determined essence and
characteristics of PPP, the analyzed definition of

external economic activity and its characterized
features, it can be concluded that PPP and external
economic activity are directly related. The
functioning of public property can be enhanced
provided that partnership relations between the
state and business are developed, since this will
make it possible to attract additional resources in
the public sector, in particular investments. With
regard to the private sector, PPP increases the level
of business social responsibility and consumer
loyalty and reduces the risks of entrepreneurial
activities. In addition, PPP enhances the efficiency
of using available investment resources. Due to
PPP, entrepreneurial  structures in  external
economic activity gain access to additional
investment resources if there are no such resources
within the country. Also, it increases the level of
projects’ innovativity, etc.
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According to the obtained results, the
concept of PPP in external economic activity can
be defined as the interaction between the state and
business structures, namely Ukrainian economic
entities and foreign economic entities (as well as
the interaction between Ukrainian economic
entities and other states), that is one of the
conditions for attracting the necessary investments,
increasing innovative activity of economy,
developing economic and social infrustructure and
solving economic and social issues, etc.

Conclusions and prospects
for further research

PPP is aimed at solving economic and social
problems, transforming the Ukrainian economy and
involving it in the international integration
processes, etc. Despite a range of positive
legislative and proactive processes, PPP is till
under development. In the fidd of international
economic relations, it provides access to additional
investment resources, distributes business risks,
increases the level of innovative interaction, etc.

Therefore, the current research defines PPP
in external economic activity as follows: the
interaction between the state and business
structures, namely Ukrainian economic entities and
foreign economic entities (as well as the interaction
between Ukrainian economic entities and other
states), that is one of the conditions for attracting
the necessary investments, increasing innovative
activity of economy, developing economic and
social infrustructure and solving economic and
social issues, ec.
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MODELING OF INNOVATIVE DEVELOPMENT OF ADMINISTRATION
OF OUTSOURCING ACTIVITIESOF IT-MARKET ENTERPRISES

Abstract. Outsourcing provides IT companies
with a number of benefits and improves the financia
and economic performance of their operations. The
outsourcing market in Ukraine is developing fast, many
types of outsourcing are used in various types of
economic activity. Implementation of outsourcing as one
of the most popular business models necessitates
constant and well-coordinated cooperation with other
business entities. The need for outsourcing research and
modeling of its administration methods today is acute
and corresponds to the directions of the latest scientific
research and practical applications, which substantiates
the relevance and practicd feasibility of this study.

In this work scientific-methodical, normative-
legal sources concerning administration of outsourcing
activity are investigated, the state of administration of
outsourcing activity of IT enterprises is studied and
problems, which arise in the adminigtration of
outsourcing activity, are analyzed. The ways of their
elimination in order to improve the economic indicators
of economic activity of IT enterprises and ways of
modeling of their innovation devel opment are proposed.

Taking into account the results obtained in the
work, we note the rapid innovation development of the
global outsourcing market over the last decades. We
consider it is expedient to model the outsourcing market
in Ukraine, which develops rapidly. Since outsourcing
provides numerous benefits to the company and
positively affects the economic performance of its
activities, this proves the feasibility of its introduction
into the business activities of enterprises. Having nume-
rous varieties, now outsourcing has been distributed in
virtually all types of economic activity of enterprises.

Key words: modeling, innovation development,
outsourcing, administration, 1T entrepreneurship, IT-
market.
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The problem statement

Outsourcing provides IT companies with a
number of benefits and improves the financial and
economic performance of their operations. Over
the past decades, the concept of an outsourcing
market has emerged within the national economies
of the states, which are responsible for the modern
globalization processes of the development of
national economies, where the international
division of labor is intensified every year, and the
specialization of countries or individual regions
and companies is formed in individual business
processes. The outsourcing market in Ukraine is
developing fast, many types of outsourcing are
used in various types of economic activity. In order
to ensure their viability companies try to optimize
their activities by reducing the functions
performed. Implementation of outsourcing as one
of the most popular business models necessitates
constant and well-coordinated cooperation with
other business entities. The need for outsourcing
resecarch and modeling of its administration
methods today is acute and corresponds to the
directions of the latest scientific research and
practical applications, which substantiates the
relevance and practical feasibility of this study.

An analysis of recent research and publications

The following domestic and foreign scholars
worked on the study of outsourcing activities in
terms of its implementation, preferences and
evaluation: Abolhasan F. [1], Bublyk M. 1.[2],
Grebeshkova O. M. [3], Heywood J. B. [4], llien-
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ko O. V., [5], Matviy I. E. [6], Moroz N. K. [5],
Prokopenko A.C. [7], Stdmakh O. Yu. [3], Tsa-
renko O.V. [7], Zavodovskal. |. [8], Zorii O.M. [9]
and others. However, the issue of modeling the
innovative development of outsourcing in Ukraine
and the problems of its practical application at
enterprises need further research.

Previoudly unsettled problem constituent

At the same time, today the implementation
of outsourcing operations modeling is still an
unresolved issue, their mechanism involves
interaction with the external environment and
aimed at the effective functioning and devel opment
of both enterprises and the entire national (even
global) economy.

Purpose and objectives

In order to find ways of modeing the
innovative development of the administration
processes of outsourcing activity of 1T enterprises,
various outsourcing problems and ways of
improving its administration by IT enterprises were
investigated. The tasks in achieving this goal were
as follows: 1) to analyze scientific and methodical
sources on the issues of administration of outsour-
cing activities;, 2) study existing Ukrainian and
international legidative and regulatory frameworks
regarding the features of outsourcing activities; 3)
analyze possible aternatives to improve the
administration of outsourcing activities of IT
enterprises; 4) to propose ways of modeling the
innovative development of administration of
outsourcing activity to substantiate expediency of
implementation of the developed measures in the
practice of IT enterprises.

The main material of the research
and the results obtained

The decision on the necessity of introducing
outsourcing processes into the economic activity of
the enterprise is accompanied by the choice of the
type of cooperation and the mode of its
implementation. Usually, enterprises develop their
own forms and models of implementation of
outsourcing. Tsarenko O.V. and Prokopenko A.C.
[7] investigated the problems of outsourcing
development at Ukrainian enterprises, substantiated
approaches to outsourcing efficiency that take into
account the risk reduction method and the creation
of recovery processes by modeing the optimal
structure of business construction. Zorie O.M. con-
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siders in [9] approaches to the definition of the
concept of “outsourcing”, the main of which are:
functional-oriented, cooperative, managerial and
instrumental. Among the types of outsourcing the
main are |IT outsourcing, business projects
outsourcing, manufacturing outsourcing and
outsourcing in the service sector.

In work [6] Matviy |. Ye. considers ways of
developing IT outsourcing (outsourcing of infor-
mation technologies) in Ukraine, where a company
that is a specialist in a certain type of business gets
full or partia functions related to the processing of
information, application of information techno-
logies, among which: 1) service (maintenance of
network infrastructure, support and maintenance of
open web servers, servicing of automated business
systems with the subsequent constant devel opment
and support, etc.); 2) design and planning of
corporate database placement on the servers of
specialized companies; 3) general management of
information systems; 4) offshore programming, etc.

The prerequisites and prospects for the
development of modern business on the basis of
outsourcing, according to Zavodovska I. 1. in [8],
are 1) the dynamism of business conduct in
circumstances where it is necessary to respond
quickly to changes in business (increase of market
share, acquisition of a certain share of business
participation or, conversdly, stock sale etc.);
2) operational attraction of additional resources
(material, labor, financial, etc.) for the imple-
mentation and development of IT projects; 3) the
need to improve the quality of providing universal
services and standardize them by creating a single
technical support service for all departments of the
company; 4) the dismissal of highly skilled senior
management personnel to perform complex tasksin
strategic  planning, corporate governance by
engaging external outsourcing companies in the
operational tasks, 5) lack of appropriate quali-
fication leve for own employees to perform special
technical knowledge by hiring employees from a
company specializing in the relevant services;
6) inappropriate involvement of a specialist on a
full-time basis to peform cetain non-key
functions; 7) the need for improvement and
standardization of work in the management of large
processes; 8) the need to make an optimal
managerial decision to achieve objectivity by
engaging an impartial consultant.
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However, there are problems of outsourcing
development at enterprises, which, according to the
authors of works [1-9], are as follows: 1) loss of
control over own resources and a certain part of
production; 2) decrease of productivity of own
workers; 3) increase of expenses in the transfer of
secondary functions; 4) decrease in the quality of
goods and services, 5) the risk of leakage of
commercial information of the enterprise; 6) an
undeveloped culture of interaction between the
enterprise and the outsourcer; 7) training other
people s specialists instead of their; 8) lack of
experience of communication with outsourcing
companies; 9) a small number of outsourcing
companies.

The evaluation of regulatory legal framework
[10, 11] of outsourcing activities in Ukraine and in
the world indicates that Ukraine has no relevant
legidative and regulatory document regulating such
activities. The world legal framework is more
deveoped, where among the legal documents of the
leading world organizations for 2016 [12-14] the
Directive EU was adopted, which legidatively
defined the concept of international outsourcing as a
model for business, according to which the company
transfers its separate functions or business processes
to aforeign organization under a long-term contract.
The specificity of international industrial
outsourcing (which is predominantly based on long-
term cooperation agreements) points to the boundary
between international outsourcing and international
supply of goods under subcontracting. In case of
outsourcing, all risks associated with the project are
borne by the sdler, and subcontract risks are shared
between the outsourcer and the buyer.

In regulatory documents adopted in Ukrainein
2017, it was determined that the entity of outsourcing
activity is an agent (intermediary) [10], and
outsourcing should be considered “transfer of
functions of inspections the availability and condition
of propety on a contractual basis to another
organization of any form of ownership’[11]. The
main laws affecting the activities of al types of
enterprises in Ukraing regardiess of ownership, are
the Economic Code of Ukraing where the legadl,
economic and social provisions of their activities are
formed, and the Tax Code in which the principles of
taxation of economic entities activities in Ukraine are
determined.
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A characteristic feature of the global
economy is the rapid growth of competition, where
the winners in this struggle are only those
companies with the implementation of the most
effective models of business organization. In an
increasingly open national economy, one of the
most modern and successful business models is
outsourcing. Outsourcing business model involves
certain functions of the internal divisions of the
company (accounting, legal services, marketing
research, maintenance of the internal information
network, processing of incoming information,
public relations, etc.) to transfer to other service
organizations that are highly specialized in these
services.

Based on the specifics of IT business, IT
enterprises have many vyears of outsourcing
experience. On the IT market, companies with
decades of experience in the development and
maintenance of business information systems, and
about 500 successful projectsin 18 countries of the
world, act asan IT outsourcer, that is, a specialized
company that meets the needs of outsourcing other
IT services. IT outsourcing in IT enterprises
includes: 1) the deployment of corporate databases
on their own servers and servers of specialized
companies;, 2) services for servicing the network
infrastructure of enterprises and organizations;
3) services for full or partial servicing of web
servers; 4) design and planning of automated
business systems with the further constant
development and support; 5) services in full or
partiadl management of information systems of
enterprises, 6) services on creation and main-
tenance of open web servers, 7) offshore prog-
ramming; 8) IT consulting and so on.

The results of the analysis of outsourcing
activities of IT enterprises [14] in the first half of
2017-2018 are presented in Table. 1, with the
largest share of offshore programming services (1st
half of 2017 — 31,50 %; | half-year 2018 — 34,50 %
of the total amount of outsourced services
provided) and IT consulting (1st half of 2017 —
28,10 %; and thefirst half of 2018 — 31,20 %). The
latter allows you to get the most out of the
information system (increase its manageability,
transparency and profitability) for each customer-
enterprise outsourcing services by reducing the cost
of its maintenance.
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Table 1
Analysis of outsourcing activities of IT enterprisesin thefirst half of 2017-2018.
Years Deviation
Ne Indicators thel haf- |thel half-year o
year of 2017|  of 2018 absolute &
1. | Total amount of outsourced services provided, ths. UAH | 14 824,20 | 16 696,87 1872,67 113 %
2. | Shareof servicesfor placing corporate databases on 5,64 % 3.20% 24% 5704
externd servers, %
3. | Share of network infrastructure services, % 21,70 % 15,80 % -59% 73 %
4. | Shareof IT consulting, % 28,10 % 31,20 % 3,1% 111 %
5. | Share of offshore programming, % 31,50 % 34,50 % 3,0% 110 %
6. | Share of services for maintenance of open web servers, %| 7,72 % 8,70 % 1,0% 113 %
7. | Share of IP management services, % 4,10 % 3,.80% -0,3% 93 %
8. | Theshare of outsourcing personnel (outstaffing), % 1,20 % 2,80% 1,6 % 233 %
Note: compiled by authors
Table 2
List of documents required for placing an agr eement with the or ganization-customer
of IT outsourcing services
Ne Title of the document Resident Non-resident
1. | Constituent documents (charter of the enterprise) + +
2. | Certificate of stateregistration of alega entity + +
3. | Excerpt from the Unified State Register + -
4. | Exit from acommercial, bank or court registry - +
5. | Order (protocol) on the election of the head of alegal entity + +
6. | Power of Attorney issued to alega entity representative + +
7. | Documents certifying the position of a person + +
8. | Presence of aseal of alegal entity + +
9. | Certificate of trandation of documentsinto Ukrainian language - +
10. | Legalization of documents by the authorities of the Ministry of Foreign - +
Affairs of Ukraine
Note: compiled by authors
Table 3
Analysis of indicators of outsourcing activity administration
of I T-enterprisesfor thefirst half of 2017-2018 years
- . i TheI half-year
No Administrative Indicators 5017 5018
1. Total amount of outsourced services provided, ths. UAH 14 824,20 16 696,87
2. Share of outsourcing services, % 77,50 % 79,90 %
3. Average annual number of employees, os. 129 143
4, Outdtaffing share, % 1,20 % 2,80 %
5. Share of employees employed in outsourcing, % 27,50 % 1326,65
6. Total number of valid outsourcing deals, units. 72 81
7. Total NDA transactions, units 37 46

Note: compiled by authors
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Indicators of administration of outsourcing
activity of IT enterprises are presented in the table. 3.

Preferably, IT companies provide a range of
consulting services in the field of information
technology (IT consulting), which include audit,
analysis and optimization of business processes;
selection, implementation and service support of
software solutions; training of the personnel of
enterprises-customers of outsourcing services by
creating a unified, well-built IT infrastructure at the
customer.

The total amount of IT consulting services
provided in the first six months of 2017 amounted to
4 165.6 thousand UAH, and in the first half of 2018 —
5 209.4 thousand UAH.

In tabl. 2 it is shown the list of documents
necessary for the conclusion of an agreement with the
organization-customer of outsourcing services.

An additional service when concluding an
agreement on outsourcing services is the conclusion
of the NDA-agreement (confidentiality agreement).
Such confidentiality agreements are designed to
protect participants in outsourcing agreements from
disclosure of information important to each party, so
the term NDA agreements is defined in the main
agreement or continues to be in force in the new
framework agreement on outsourcing cooperation. An
NDA-one-way agreement is concluded when the
transfer of information goes one-way, it is mostly
taken by the outstaffing of employees. A two-way
NDA agreement is accepted when there is a risk to
lose confidential information for both parties. The
main purpose of the NDA-agreement is to blame the
offender for the violation of confidentiality and oblige
it to compensate the injured party for damage.

In the case of publicity, the contract servesas a
legal basis for a claim to the court for the recovery of
damages. Another important feature of the NDA is
that the parties undertake not to disclose the
confidential information they received in the context
of business relations. This does not in any way relate
to information available from publicly available
SOUrces.

Consequently, the administration system and
the overall document flow of IT outsourcing
processes are at an appropriate level, with most
employees having entered into an NDA. In the first
half of 2018, the share of outstaffing (2.8 %) is
growing more than twice, and the number of NDA
agreements, compared to the corresponding period in
2017, has not increased significantly, which causes
the risks of disclosure of confidential information and
claims to the court for damages compensations.
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During the economic activities of IT-
enterprises the rate awareness of management
personnel plays an important role, meaning provision
formalized relevant information required in certain
time. Systems used in IT companies are aimed at
solving the basic problem of quality awareness, which
is to meet the information needs of each user,
regardless of arate or a management level.

The effective formalization of useful
information in IT companies based on the order
workflow, built on the principles of efficient
workflow organization and routes of the documents
flow taking into account the industry specific features
of IT companies.

Depending on the size of the organization, its
industry features, the list and structure of the relevant
services are formed. Management of IT enterprises is
characterized by a multi-level state of administration
of major business processes. In the state of IT
enterprises there are separate administrative positions
available: secretary-referent of the director, IT
projects office manager, business assistant in the sale
department, staff manager, clerk, technical operator of
the technology department, personal assistant to the
chief designer, head of the secretariat, etc. However,
there are no separate services for I T enterprises.

The service is a separate independent structural
unit, which is directly subordinate to the head of the
enterprise. Under the condition of a small volume of
document flow, the performance of service functions
of a particular direction is (on the basis of a
regulatory document) on one of the employees of the
enterprise. The need for the development of
regulations on structural units is provided by part two
of Article 64 of the Commercial Code of Ukraine,
according to which the functions, rights and
responsibilities of structural units are determined by
the provisions on them, which are approved in
accordance with the procedure established by the
statute or other congtituent documents of the
economic entity activities. The system of
administrative management of 1T enterprisesis aimed
a solving management problems and staff
motivating, the two main of which are: organization
of the workplace and the formation of an effective
system of personnel motivation.

Let's investigate the trends of administration
development in IT enterprises during 2014-2017
(table 4).

Simulation of the development of the
administrative management system of IT enterprises
allows to obtain concrete economic results. increase
of labor productivity, decrease of time losses during
implementation of projects, which will have a
positive effect on reduction of full cost of services.
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Table 4
I nvestigation of trends of administration development in IT enterprises during 2014-2017
Indicators of development of adminigtration Value by years
2014 | 2015 | 2016 | 2017
Type of structure of the admini strative management system + + + +
Type of planning and budgeting system + + + +
Number of structural divisions 12 12 13 13
Number of provisionsfor divisions 6 8 12 13
Number of job descriptions 27 32 36 48
Presence of staffing schedule - + + +
Route maps of workflow - - + +
The number of sample documents from each document flow procedure 2 5 7 19
Availabhility of unified tariff system - + + +
Availability of a unified result system - + + +
Availability of a unified system of employee participation in profits - + + +
Availability of a system of economical production - - + +
Availabhility of resource administration system - - - +
Number of quality management system certificates (1SO 9000) 1 1 2 5
Availability of electronic document circulation - - + +

Note: compiled by authors

Since the main tasks of I'T business documents
are efficiency of document circulation; one-time
residence of documents in the divisions of the
enterprise; direction of communication of documents
to employees for whom information is most relevant
and useful; exact correspondence to the IT business
operation scheme..

The modeling of a rational system of
outsourcing management that could take into account
the specificity and dynamics of the control object, the
interconnection of elements within the system,
determines the influence of the external environment
on the functioning of the IT enterprise system
[15-16].

Consequently, the system of document
management of I T enterprises should be organized so
that the benefits of information support received from
managerial decisions exceed the costs of formalizing
information. Efficiency, economy and reliability of
the operation of the IT document management system
are provided by the following edements of the
mechanism of administrative activity.

1. Direct and operational glow of documents,
where the route of the document is selected on the
principle of one-time stay of the document in one
structural unit, and various documents processing
operations are executed in parale or from one
executor.
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2. The presence of a document in an instanceis
conditioned by the necessity of its processing and
corresponds to the organization and labor technology
of theworker.

3. The movement of documents is justified and
excludes feedback.

4. Processes of processing and order of passing
are the same.

Since IT companies are mostly outsourced and
work in the field of high intellectual class software
development by providing IT consulting and offshore
programming, in the process of innovative
development of outsourcing administration, the
following problems can occur:

1. Growth of volumes of outsourcing activity.

The growth of outsourcing IT projects and
their number results in an increase in administrative
work on agreements about outsourcing both external
and internal, an increase in document flow through
the regular collection of project performance reports
to monitor this process, the growth in the number of
concluded NDA agreements both with hired workers,
and with customers of outsourcing services. This
necessitates the organization of a separate structural
unit — outsourcing services, where employees will be
responsible for the implementation of internal and
external  outsourcing  processes, administering
document flows due to outsourcing activities.
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Therefore, among the recommended measures
to solve this problem, it may be the creation of an
outsourcing service or sharing responsibility for the
outsourcing administration process between the IT
project managers and the HR department manage.

2. The next issue is the lack of a provision on
the departmental unit and job descriptions of the
outsourcing service inspectors, the route chart of the
document flow, document samples in the document
flow system from each outsourcing administration
procedure, a unified system of employee participation
in revenues (profits) from outsourcing activities at 1T
enterprises, etc.

The recommended measures to address this
problem include the formation of the regulations on
the structural unit and the approval of the job
descriptions of the outsourcing inspectors, the
development of a route map of the flow of
documents, the approval of document samples in the
document flow system for each outsourcing
administration procedure that can be relied on the
commercial director , Chief of the Legal Department
and Chief of the HR Department, developing a
provision on a unified system of employee
participation in revenues (profits) from outsourcing of
activities can be relied on the chief accountant and
others.

3. Significant material losses in recovering
damages caused by the consequences of failure to
comply with the NDA.

Among the consequences of the breach of
NDA-agreements can be: the harm from disclosure of
confidential information (for example, an employee
simply forgot to delete the file and he got someone that
information surfaced and there are damages, direct or
indirect damages inflicted by the publication of
confidential information and damage to the goodwill,
which is considered as indirect damage. The severity of
the consequences is determined by the court, and the
fact of non-fulfillment of the clause of the contract is
established only by a court decision, which may oblige
IT companies to reimburse the losses incurred. An
alternative to a court may be a voluntary agreement
with the owner of information, which rarely ends
without material damage for the offender.

Consequently, there are alternatives for
improving outsourcing administration of IT-
companies. a separate service outsourcing creation,
and concentration of all document flow on employees
of the service or the distribution of powers and
responsibilities between the heads of IT projects,
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commercial director, heads of HR-department, legal
department and chief accountant.

Conclusions, which sum up the work and
prospects for further research in thisdirection

Taking into account the results obtained in the
work, we note the rapid innovation development of
the global outsourcing market over the last decades.
We consider it is expedient to model the outsourcing
market in Ukraine, which develops rapidly. Since
outsourcing provides numerous benefits to the
company and positively affects the economic
performance of its activities, this proves the
feasibility of its introduction into the business
activities of enterprises. Having numerous varieties,
now outsourcing has been distributed in virtually all
types of economic activity of enterprises.

In the work, a detailed review of scientific and
methodological literature and regulatory support for
the administration of outsourcing activities in the last
2018 was made. Having analyzed the information
received about the state and trends of changes in the
indicators of economic activity, it was found that one
of the main tasks of any society is to master the most
up-to-date scientific and technological achievements,
widespread use of universal intellectual property
through the creation and development of information
networks, provision on this new social progress in
establishing moral constraints on the dangerous
consequences of scientific and technol ogical progress.
The paper analyzes the main factors influencing the
development of the processes of administration of the
outsourcing activity of the enterprise, including the
administration system and the overall document flow
for outsourcing processes, with the majority of
employees concluded NDA agreements. The system
of document management of IT enterprises is
organized in such a way that the benefits of the
received information support of managerial decisions
exceed the costs of formalizing information.
Efficiency, economy and reliability of operation of
the IT management system for document
management ensure solutions to these problems.

The modeling of a rational system of
outsourcing management that could take into account
the specificity and dynamics of the control object, the
interconnection of elements within the system,
determines the influence of the external environment
on the functioning of the I T enterprise system.

There are alternatives to improving the
management of |IT outsourcing activities: creating a
separate outsourcing service and concentrating the
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entire document flow on the employees of this
service, or sharing powers and responsibilities
between IT project managers, commercial director,
heads of HR department, legal department and chief
accountant. At the current stage of devel opment of the
Ukrainian  economy, ensuring the effective
functioning of IT enterprises requires continuous
improvement of the administering processes of its
activities and processes of optimal use of production
potential, processes for responding to changes in the
external environment.
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ECONOMIC AND METHODICAL BASISOF BIOLOGICAL ASSETS
MEASUREMENT UNDER CONDITONS OF ACCOUNTING
TRANSFORMATION TOWARDSIFRS

Abstract. Under current conditions of economic
management, application of IFRS, especidly IFRS 41
“Agricultura sector”, is one of primary eements of
ensuring successful and long-term performance for
domestic agricultural enterprises as well as their mutua
understanding with foreign contracting parties. Current
methods of assessing biological assets and agricultural
goods based on fair value of biological assets require
follow-up revision, making certain adjustments to the
measurement model that, in turn, will guarantee
exchange equivalence between independent parties on
active market.

Fundamental changes being introduced into
current practice of agricultural activity accounting by
Accounting Statement (Standard) 30 include allocation
of plants and animals that belong to agricultural activity
objects into a separate accounting category (“biological
assts’), measurement of biological assets and
agricultural goods based on fair value, specia procedure
of determining financial results.

Mogt often fair value of agricultural goods cannot
be determined with sufficient degree of confidence. The
studies have found that on account of biotransformation,
measurement of biological assets based on fair value will
be much different from measurement based on historic
prime cost. Theoretic and methodological approaches as
well as practical guiddiines for biological assets and
agricultural goods measurement based on fair value have
been suggested, which makes it possible to measure the
outcomes of agricultural activity of economic entities
more objectively, extends their opportunities in terms of
attracting investments and improving competitiveness on
agrarian markets.

Key words: agricultural  activity, [1AS41
“Agriculture’, Accounting Statement (Standard) 30
“Biological assets’, biotransformation, agricultura
goods.
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Topicality of the selected subject

In 2014 our country signed association
agreement with the European Union, according to
which we should implement into our legislation a
range of demands aimed to improve investment
climate and cooperation conditions with European
partners. Among them there is increase in
transparency of agricultural enterprises activity by
means of legislative improvements regarding
accounting, financial reporting and auditing.
Introduction of amendments to the Law of Ukraine
“On accounting and financial reporting” is just the
first step on the way to harmonization with
corresponding EU Directives and Regulations. In
order to achieve the goal in view it is necessary to
take more active steps in the field of accounting
modernization in line with generally accepted
principles and IFRS procedures. Accounting is the
main informational background for management,
and it should provide interested parties with true
and complete information on enterprise activity.
Accounting may be improved by means of
adjusting it to international requirements defined
within international financial reporting standards.
Agriculture is considered to be one of the main
investment-attractive industries in Ukraine. IFRS
(IAS) 41 “Agriculture’ ensures regulation of
accounting process of transactions involving
agricultural activity and biological assets of the
ingtitution. In this regard, practical application of
regulations of IFRS 41 “Agriculture” is gaining
particular significance for agricultural enterprises.
It is necessary to highlight the importance of
measurement principle of biological assets based on
fair value, which was introduced by IFRS 41.
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Recent resear ch and publications analysis

Issues of research and development of
measures for introducing IFRS into accounting
practices are being studied by the following
scholars: V. M. Zhuk, L. M. Kindratska, H. H. Ki-
reitsev, O. O. Kontsurov, V. Y. Lisinf, L. |. Mak-
symov, V. B. Mossakovskyi and other.

Scholars choose different ways to reveal
conceptual foundations and requirements con-
cerning accounting records maintenance and
preparation of financial reporting, Systematizing
ideas of western and domestic researchers, making
references to legidative acts.

Purpose and objectives of research

The purpose of the article is to develop theo-

retic and methodological approaches and practical
guidelines for biological assets measurement.

Presentation of basic material

of the resear ch and obtained results

IFRS (IAS) 41 establishes accounting
procedure, financial reporting and disclosure of
information on agricultural activity [1]. According
to this standard, agricultural activity is management
of biotransformation of plants and animals for the
purpose of selling, receiving agricultural goods or
producing additional biological assets.
Consequently, there is a need to clarify the term
“biotransformation”. In our opinion, these are
processes of growth, degeneration, production and
reproduction that cause qualitative or quantitative
changes of biological asset. Biotransformation
leads to changes of asset in form of its amount or
quality increase or decrease. Additional assets, such
as leguminous crops in plant growing and milk in

Didyk A.

animal breeding, may appear as a result of
reproduction (Fig. 1).

On the basis of general conceptua
framework, each agricultural enterprise may
determine, within its accounting policy, clearly
defined procedure of accounting management,
measurement of biological assets and outcomes of
their biotransformation, in accordance with the
following underlying principles:

— principle of identification, which means
that plants (agricultural crops) and animals used in
agricultural activity are defined as biological assets
in accounting system of economic entities;

— controllability concept, which means that
the enterprise controls biological assets and
outcomes of their biotransformation in the course of
production and commercial activities;

— principle of initial and subsequent
recognition — the point of initial and subsequent
recognition of biological assets at fair value with
the deduction of anticipated selling expenses;

— principle of value (money) measurement,
which means that biological assets and agricultural
goods in accounting are estimated at fair value with
the deduction of anticipated selling expenses;

— principle of multiple information use,
which means that accounting information on
biological assets and outcomes of their
biotransformation is used by the economic entity
within the system of biological resources
management (to prepare a special form of reporting
(statement) on potential profit, expenses and
financial results of agricultural activity) and in the
analysis of property and financial conditions, credit
worthiness etc.;

I mprovement of quality of

A 4

> biological assets

Quantity reduction because

of quality deterioration of
biological assets

A 4

New biological assets

A 4

Process of growth

g > Degeneration
3 >
(o))
O
© R .
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Agricultural products

Fig. 1. Subject matter and outcome of biotransformation
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— registration principle — all transactions
connected with recognition, measurement of
biological assets and presentation of their
biotransformation outcomes should be recorded by
means of preparing relevant basic documents and
registers of analytical and synthetic accounting;
principle of tracking, measuring and
presenting results of biotransformation of biological
assets, which means that economic entity should
periodically control and measure qualitative and
guantitative changes of biological assets and
outcomes of their biotransformation (profit,
expenditures, financial results) and at the sametime
disclose them in accounting registers;

periodicity principle, which means that
fair value measurement of biological assets for the
purpose of their disclosure in accounting should be
carried out for every accounting date.

Measurement of changes of biological assets
is the key element of biological transformation. It
comprises measurement and control over the
changes of quality (fat or proteins content, fiber
durability, etc.) and quantity (animal yield, weight,
length, etc.).

According to current IFRS (1AS) 41
requirements, all biological assets should be
recognized at fair value with the deduction of
selling expenses (p. 12 of IFRS (1AS) 41). This
requirement is based on the fact that the best value
estimation of biological assets in the course of
biotransformation is their fair value. It should be
noted that the standard defines the above mentioned
process as the total of processes of growth,
degeneration, production and procreation that lead
to qualitative and quantitative changes in biological
asset (p. 5 IFRS (IAS) 41).

With the introduction of Accounting
Statement (Standard) 30 “Biological assets’
biological assets in crop production and animal
production form a component of resource potential
of agricultural enterprises. Biological assets that
provide economic benefit for more than 12 months
are classified as long-term assets[2]. Assets that
provide economic benefit during operating cycle
are classified as current assets. According to p. 52-
53 of IFRS 41 “Agriculture’, biological assets can
be divided into consumable and yielding, and
according to p. 54 they can be divided into mature
and immature. Consumable assets are those that
after achieving certain parameters can be used for
their intended purpose (meat breed livestock; meat
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on hoof; market bird; fish in artificial lakes; forest
cultivated for logging; autumn sown cereals from
ripening till harvesting). Yielding assets are those
that ensure production on a regular basis (dairy
breeding — small and large cattle, egg laying stock,
fruit trees and bushes, vineyards).

In our opinion, there is also a category of
agricultural assets — derivative of biological ones.
According to IFRS 41, they are classified as
agricultural goods as of the time of their gathering
(carcass meat, raw milk, grain, eggs, wool and
other products of plant or animal origin that can not
beindustrially processed) [3].

It should be pointed out that material
supplies of agricultural designation (account 208)
are not mentioned in the international standard
probably because such material supplies are also
agricultural products. If they are not obtained
within own household and are purchased from third
parties, then IFRS 41 is not applicable to them. In
such cases, IFRS 2 “Share-based payment” [4]
should be followed.

The notion of biological assets and their
derivatives according to Accounting Statement
(Standard) 30 and Instructions Ne 291 [5] fully
conforms the notions set out in IFRS 41, though
here they are classified not so clearly as in the
National Chart of Accounts.

According to information on initial
recognition and measurement of biological assets, it
should be noted that while Accounting Statement
(Standard) 30 specifies that measurement of assets
purchased from third parties should be carried out
in accordance with Accounting Statement
(Standard) 7 “Fixed assets’, IFRS 41 does not
contain explicit references that assets in such
occasions should be assessed in accordance with
IFRS 16 “Fixed assets’.

It is necessary to note that the point of initial
recognition of biological assets at fair value in
accounting is the following: the date when the
economic entity started measuring  current
biological assets at fair value; date of receipt
(acquisition) of assets from third parties; date of
receipt (reproduction) and start of raising/
cultivating additional biological assets directly
within agricultural enterprise.

The point of further recognition of biological
assets at fair value within accounting system of
economic entity is the date of their revaluation as a
result of biotransformation (increase, degeneration)
at the beginning of every accounting period.
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Biological assets in plant growing should be
recognized apart from agricultural land.

Besides, it is necessary to point out the
valuation problem of non-market agricultural
products that are used in production process as
production stock.

We are of the opinion that their fair value
(for which the market is neglected), especially as
far as feeding stuff (hay, straw, herbage, etc.) of
own production and by-products are concerned,
should be determined on the basis of their business
and economic utility. Animals are assessed at fair
value with the deduction of anticipated selling
expenses. Fair value of livestock is established
based upon market value of animals of the same
age, breed and genetic makeup.

The international financial reporting standard
41 (1AS) “Agriculture’ foresees the impaossibility to
carry out reliable estimation of fair value: in the
time of initial recognition of biological asset has no
information (and can not receive it) on relevant
market prices and rates, and alternative fair value
measurements are not reliable. If that is the case,
biological asset is measured at cost with the
deduction of accumulated amortization and asset
impairment loss. This regulation refers only to
initial recognition of biological asset. With the
advent of possibility to measure biological asset fair
value with sufficient degree of rdiability, the
company should switch over towards measurement
according to fair value with the deduction of
anticipated sdling expenses [6-8].

In case of acquisition of biological assets
from third parties and at the moment of such
acquisition their initial valuation should be carried
out in accordance with IAS 16 on the ground of the
fact that 1AS 41 does not mention operations of
biological assets acquisition from third parties.
However, it isnot like that.

It is clearly stated in IAS 16 that this
standard is not applicable to biological assets so
their initial valuation should not be carried out
according to IAS 16 [9]. Consequently, this means
that biological assets from the very moment of their
emergence, whether it isanimal yield or acquisition
from third parties, should always be measured at
fair value with the deduction of anticipated
expenses at the place of potential sales. And only
with the exception (p. 30 IAS 41) — at historical
cost (id est in accordance with IAS 16) provided
that this asset will be measured at fair value.

22

As the andyds of international financia
reporting standards shows, issues of accounting items
valuation are also regulated by IFRS 13 “Fair value
measurement”. Le& us examine fundamental
regulations of this standard concerning measurement
of biological assets at fair value Fair value is a price
that would be received to sl an asset at measurement
date in an ordely transaction between market
participants, what is called the exit price [10].

The following factors should be taken into
consideration in the course of fair value
measurement:

1) principal market — measurement is carried
out with hypothetic transaction handled on the
principal market. Principal market is the market
with the greatest volume of transactions for
biological asset measurement. Besides, the standard
specifies that principal market is the market on
which the entity usually makes selling transactions
of certain type of assets. In the absence of a
principal market, the most advantageous market for
the asset is used. In other words, this is a market
that maximizes the amount that would be received
to sdl the asset. As of the measurement date the
entity should have access to the principal or the
most advantageous market;

2) assat characteristic — measurement is
carried out with due account for qualitative
properties and location of accounting item. This
factor directly refers to biological assets since the
price directly depends on physical properties.
Similarly, such characteristic as location of
biological asset or agricultural products has an
influence on measurement. Despite the fact that
within the frame of IFRS 13 costs of transactions
are not included into fair value measurement,
shipping costs are not classified as costs of
transactions. As a consequence, fair value is
corrected as expense amount incurred during asset
transportation to the principal market;

3) fair value, even if the economic entity
intends to use the asset in a different way;

4) measurement techniques — it is necessary to
apply procedures that are viable and relevant under
existing conditions and for which there is enough
output informetion. In the course of fair value
measurement it is recommended to use market-based
approach. In addition to it, the standard foresees
application of cost and income approaches.

Thus, measurement of biological assets
should berealized from the standpoint of all market
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participants, and market environment determination
should be entrusted to economic entities. This will
allow taking into account differences between them
since they differ in kinds of production and
commercial activities.

In accordance with IFRS 13 inputs used for
measurement are divided into three levels. 1) quoted
prices (not adjusted) in active markets for identical
assets that the entity can access at the measurement
date Active markels exist with regard to such
agricultural products as grain, oil seeds, €c; 2) inputs
other than quoted market prices included within Level
1 that are observable for the asset ether directly or
indirectly. For instance, prices disclosed in marketing
researches of information agencies, State Statitics
Service of Ukraing Ministry of Agrarian Policy and
Food of Ukraineg 3) relative indices of assats under
review. They include rates developed by the entity
itsdf. Thus, the cost of cattle herd bred for
consumption is determined on the ground of beef
pricetaking into account quality and finish of animals.
For more efficient measurement of mest price it is
meaningful to apply rates calculated on the basis of
herd classfication according to qualitative
characteristics (for example, finish). For farm animals
that will be used for further breeding, other design
ratios are applied (on the basis of ther externa
characteristic features).

Biological asseats at the moment of their initial
recognition and as of each accounting date should be
valuated at fair vaue less anticipated sdling costs
except where fair value can not be determined with a
sufficient degree of reiability (Fig. 2).

According to IFRS 41, fair value is defined
as current market price less anticipated expenses at

the point of future sale, except when fair value of
the asset can not be measured rdiably (p. 21 of
IFRS 41). Expenses, anticipated at the point of sale
include: commission fees for brokers and dealers;
trading exchange fees; taxes and duties on sales
transactions. Transportation expenses and other
types of expenses associated with delivery of assets
to the point of sale do not belong to such expenses
(p. 23 of IFRS 41) (Fig. 2).

As shown in the research results, in the
absence of active market for fair value
measurement, information from other accessible
sources is used: last sdling transaction price of
similar products; market prices of similar assets;
basic branch prices for other products which can be
calculation basis for fair value measurement of the
given asset [11].

Scholars believe that in the absence of
market prices and other cost indicators of biological
asset that is in a particular state at the moment,
current value of net cash flow that the asset is
expected to generate is employed [12]. In certain
cases it can not be determined, particularly: at the
point of initial costing characterizing the process of
unfinished production (sowing and maintenance of
autumn sown cereal in autumn period), etc. Fair
value of gathered agricultural products is reported
in the course of income and financial results
determination over a period when such products
were obtained. This procedure fully conforms to
product recovery by means of its separation from
biological asset or while producing grain or ail
bearing crops with a short biotransformation cycle
(within several months of a calendar year).

Market value of biological assets at the moment of their initial recognition

Calculated expenses

— AoaEerss L

Transportation, unloading,
loading and other expenses

Dedlers and brokers
commission, representational and
administrative expenses

isequal to

Market price of biological assets decreased by the value of transport and
salling expenses or fair value of biological assets at the moment of their
initial recoanition

Fig. 2. Formation of fair value of biological assets at the moment of their initial recognition
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We consider that if fair value can not be
determined with a sufficient degree of reliability,
biological assets are measured at net cost exclusive
of depreciation and impairment loss. As soon as
biological assets are measured at their fair value,
accrual of depreciation ceases.

However, in practical terms, there is no
market for certain types of biological assets, and
the nature of possible consumption and usage of
such assets differs. As a result, certain difficulties
emerged in the course of recognition of such
biological assets at fair value.

Besides, such biological assets as fruit
bearing perennial plants after achieving their
fruiting stage no longer perform notable biological
transformation.

Scholars claim that in reation to such
biological assets valuation according to fair value
is not completely correct because the nature of their
usage in production process is similar to production
equipment [13].

In all cases, according to IFRS 41, a change
in fair value of biological asset should be
considered while determining the financial results
over a period when this change takes place, less the
expected selling expenses. Thus, an economic
entity should follow the specified procedure till the
moment of its disposal.

It is necessary to point out that increase or
decrease in their measurement value is recorded
only if there is a change in fair value of biological
assets.

The research has shown the lack of unified
principles and rules for accounting of biological
assets at fair value. Basically, researchers refer to
the regulations of IFRS 41 “Agriculture’ [13].
Particular nature of accounting system legacy and
management  system restrains  transition  to
international financial reporting standards. Hence,
thereis a need to formulate adaptation measures for
the requirements of IFRS 41 *“Agriculture’
ultimately on the principles of fair value
measurement of biological assets[14].

In the course of investigation the following
principles have been specified: 1) availability of
active market in compliance with the following
demands: homogeneity of transaction objects on
the market, accessibility of information on prices
ensuring formation of market model of perfectly
competitive agricultural products, 2) objectivity
and reliability of prices stipulating absence of
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monopolistic market segments and elimination of a
large amount of intermediaries on the way from
producer to the market; 3) accessibility of
information on prices, which calls for the creation
of data system in Ukraine that will provide
authentic and available information on prices from
a perspective of geographically restricted areas of
active market; 4) availability of reliable reference
information and economic planning information
that takes into account peculiarities and techniques
of farm production giving the opportunity for
comparison of biological assets and outcomes of
their biotransformation; 5) simplicity of algorithm
and procedures of fair value measurement that
supplies practical work of accountants with the

simplest  algorithms and  methodological
approaches  using reliable and available
information; 6) high professional level of

agricultural enterprise accountants related to the
introduction of new category of biological assets
presupposes relevant organization of their
synthetical and analytical accounting on separate
inventory records that disclose relevant information
on existence, flow and biotransformation of
biological assets according to certain types; 7) se-
lecting accounting policy for accounting of
biological assets and outcomes of ther
biotransformation at fair value depending on
current tasks of economic entity regarding one of
three variants of information use: a) to prepare only
profit and loss statement; b) to prepare accounting
balance sheet as wel as profit and loss statement;
C) to manage enterprise biological resources. In
accordance with the selected variant of accounting
policy, enterprise should form relevant composition
of annual, interim, and current accounting
information. 8) securing unbiased measurement of
economic performance of agrarian business parties
that requires relevant organization of synthetical
and analytical cost accounting as well as yielding
capacity accounting, formation of financial results
of agricultural activities.

In the course of investigation it has been
established that the process of accounting and
valuation of biological assets at fair price involves
the following stages:

1. Determination of biological assets as an
object of accounting according to their
classification. The aim of this stage is to single out
biological assets and business transactions that
have organizational and economic independence
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and are subject to money valuation at certain points
of ther life cycle: formation, usage, sale and
liquidation that facilitates determination of real
money equivalent of fair value of biological assets
results over a definite period and till certain
accounting date.

2. Specification of biological assets accor-
ding to culture, breed and other distinguishing
features. Diversity of conditions and output of
agricultural products associated with peculiarities
and specific issues of the sector require separating
biological assets and outcomes of their biotransfor-
mation into separate groups of biological assets and
results of their biotransformation taking into
consideration both natural and biological
peculiarities and economic utility.

3. Investigation of active market; collection
of information about prices as well as technical and
economic information. It may be conceived that
active market for marketable agricultural products
has been formed. Several market outlets should be
examined here, and a focus on existing sales mar-
kets should be made because prices vary widdy
depending on the country, sales region, processors,
etc. For non-market types of production we should
use technical and economic features that influence
production quality or the content of separate
elements with price/money value on the market.

4. Sdection of valuation technique for
biological assets. This stage is the most important.
Prices and financial results of economic activity of
the agrarian market entity will basically depend on
valuation technique.

5. Fair value measurement. In accordance
with IFRS 41 “Agriculture”, costs associated with
transportation, storage and other sdling procedures
should be taken into account in the course of fair
value measurement.

6. Fair value measurement of biological
assets in accordance with the approved procedure.
At this stage fair value of biological assets is
determined for accounting reporting purposes with
a view to make managerial decisions regarding
enhancement of agricultural production efficiency.

7. Disclosure of biological assets in the
bookkeeping records at fair value makes it possible
to obtain the most reliable and exhaustive infor-
mation on activity of agricultural organizations.
We bdieve that application of suggested
methodological approaches will ensure deter-
mination of real measurement of biological assets,
especially in plant growing industry.
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Conclusion

Thus, under current conditions, application
of IFRS, especially IFRS 41 “Agriculture’, is one
of key eements providing opportunities for
successful and long-term performance of national
agricultural enterprises with foreign contracting
parties

IFRS makes a synthesis of agriculture pe-
culiarities in the unique characteristics of agricul-
tural activity as management of biotransformation
of biological assets.

The best conditions for fair value measu-
rement are created by the existence of active
market where: regular transactions with homo-
geneous biological assets are carried out; seller and
buyer ready to make a transaction can be found at
any time; al interested parties have access to
pricing information. Lack of active market
complicates fair value measurement, and this is the
reason why certain alternative procedures for fair
value measurement may be applied (in particular,
the following value alternatives may be used
aongside with market value as fair value:
intracompany inflation-adjusted transfer price;
entity profitability; replacement cost; equilibrium
price; cost of acquisition; selling cost; actual or
standard cost taking into account inflation rate;
discounted value, and other).

Application of fair value necessitates
rdevant transformations of such notions as

“incomings”, “expenses” and “financial results’
within which it is necessary to single out earning
capacity, expenses, profit and loss updated by
means of using the specified valuation.

We are of the opinion that in the course of
biological assets measurement it is always assumed
that fair value of biological asset can be reliably
measured. In order to simplify the process of fair
value measurement of biological assets and
agricultural products, it is worth grouping them
according to age, quality and other key features.

We consider that simultaneous application of
several indicators for fair value measurement may
be a cause of different values of biological asset or
agricultural  production fair vaue. Agrarian
business entity is obliged to examine reasons for
inconsistent calculations and choose the most
riable fair value measurement.

Fair value should reflect changeability of
money flows that are taken into account during
price negotiation by independent, aware and
interested in such transaction buyers and sellers.
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Lack of unified approach is caused by the fact that
the majority of assets have no market value and
their fair value, calculated by experts, is rdative
and valid only as of the measurement date. But,
nevertheless, fair value is necessary for prospective
investors and irreplaceable for financial assets.

Therefore, methods of measuring biological
assets and agricultural products at fair value of
biological assets need to be improved, and adjust-
ments should be introduced into measurement
models, ensuring equivalence of exchange between
independent parties on active market.

Measurement of biological assets and
agricultural production at fair value makes it
possible to measure outcomes of agricultural
activity of economic entities in an unbiased
manner. This increases their opportunities
concerning investment generation and competitive
growth on agrarian markets.
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EVALUATION OF ECONOMIC EFFICIENCY AND DIRECTIONS
OF IMPROVEMENT OF INFORMATION PROVISION
OF INNOVATIVE PROJECTS

Abstract. The process of information provision
of innovative projects is complex, since it requires the
application of certain skills of a methodological and
technical nature. The design and implementation of
innovative projects begins with the collection and
processing of information about the externa envi-
ronment and internal processes. Using a this
information systems raises the effectiveness of their
implementation. However, him permanent impro-
vements will result in the successful implementation of
innovative projects.

Key words: information, information provision,
innovative projects.

Problem statement

Efficiently constructed information provision
of innovative projects increases the success of
managerial decisions, contributes to achieving the
goads and objectives of innovative projects,
reducing routine work etc. Formation and use of
information provision of innovative projects is a
complex process, however, it needs to be
continuously improved. This will lead to the
successful implementation of innovation projects
and innovation activity in general.

The essence of improving of information
provision of innovative projects can be the creation
of new or modernization of existing systems of
information provision of innovative projects. It
needs to be done systematically in order to ensure
the proper level of information quality.

Analysis of recent resear ch and publications
Research questions of the formation and use
of information provision was provided by such
scholars as. J. Akerlof, R. Barkley, |. Bosak,
L. Walras, N. Georgiadi, C. J. Arrow, V. Evdoki-
mov, M. Yemoshenko, |. Korneev, R. Neumann,
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V. Ogienko, E. Paliga, M. Spence, J. Stiglitz,
J. Tyrol, F. Hayek, S. Chistyakov, M. Chumachen-
ko, N. Shpak, A. Shanthret and others. Despite the
considerable attention of scientists to the study of
innovation projects and the necessary information
with this, the question of evaluation economic
efficiency and possible directions of improvement
of informational provision of innovative projects
remain insufficiently studied and need further
research.

The aim of thisresearch
Improve the approach to evaluating effi-
ciency and identify possible ways to improve
information provision in the process of design and
implementation of innovative projects.

Material presentation

For effective functioning system of infor-
mation provision must be integral, with the
automation of the processes of collecting,
processing, storing and transmitting information.
However, for today exist low disadvantages in the
process of informational provision of innovative
projects:

— absence the only information space where
was in al information on innovation activity and
which  would provide access to national
information resources and exchange of information
with the world;

— unsatisfactory material and technical and
software (lack of software development, insufficient
use of modern computer equipment,
funds protection, technical capabilities, channels of
information transmission, computer technology,
insufficient ~ attention to organizational and
methodological support). The databases used do not
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meet the needs of users and do not take into account
the specifics of the process of design and implemen-
tation of innovative projects. This indicates that it
does not take into account such a factor as the
possibility of adapting the information provision;

— insufficient personnel support. The low
level of computer education in the staff leads to a
shortage of skilled staff, which slows down the
process of informatization,;

— duplication and multiple processing of the
same information at different managerial levels;

— lack of real and proper information
interaction between stakeholders (significant costs
time to receive an answer to a request, resulting in
a reduction in the speed of action in extreme
situations).

In the process of introducing and using
information provision for design and implemen-
tation of innovative projects, there may be
difficulties. In tabl. 1 discusses the main ones and
provides directions for overcoming them.

Existing problems of information provision
have a negative impact on the process of design
and implementation innovative projects. After all
on this process can affect both the surplus and the
lack of information that is needed for the effective
implementation of innovative projects.

At the initial stage of the implementation of
the information provision, it is necessary to
develop a system of indicators that would provide
an immediate response to the deviations or

violations that arise in the process of informational
provision for design and implementation of
innovation project and would enable the adjustment
of certain indicators in accordance with the
objective of the project.

As aresult of the analysis of literary sources
as wel as the practice of machine building
enterprises, in order to assess the level of
information provision of innovative projects, it is
recommended to use an integrated indicator of
information provision for innovative projects that
comprehensively characterizes the availability of
necessary information at each stage of thelife cycle
of an innovation project and is determined as a
result of the evaluation of level of information
provision stage of design, implementation and
completion of innovation projects with regard to
their validity and criterion time.

To enter the time criterion it is advisable to
differentiate the stage of design, implementation
and completion. For a clear separation it is
advisable to take into account the tasks of each
stage of the life cycle The design phase begins
with the development of the strategy of the new
product and lasts until the moment of business
analysis, the implementation phase — from the
formation of the brand product to commercia-
lization, at the end of the serial production of the
product begins the phase of completion of the main
task is to complete the production of the product
and the closure of contracts.

Table 1

Basic difficulties in implementation systems infor mation provision
in the process of design and implementation of innovative projects
and directions for overcoming them

Difficultiesin introducing information provision

Directions of overcoming difficulties when implementing
information provision.

Level of training for theimplementer

It is necessary to involve qualified specialists who are
interested in implementation of information provision.

Insufficient funding

Increase the budget for financing information provision,
holding atender for it'simplementation or having a
financial strategy.

Low skilled personnel

Teaching the gaff for advanced training, as employees are
not used to using new computer technologies.

Lack of well-articulated tasks

Availability in the participants clear objectives and
requirements for information provision.

Informality business processes

Carrying out reengineering business processes prior to
implementation.

Note: systematized by the author on the basis of analysis[2]
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Integral indicator the level of information
provision of innovation projects we suggest to
determine by the formula:

Lizip(t) =, 3PADL)'" P2(Dt)2" P3(DL)° @)
where, P1 — indicator of the level of information
provision of the stage of development of
innovation project, points, At;— duration of the
development stage, days; P2 —indicator of the level
of information provision of the stage of
implementation of innovation project, points; At —
duration of the implementation stage, days;, P3 —
indicator of the level of information provision of
the stage of completion of innovation project,
points; At; — duration of the completion stage, days.

In turn, the level of information provision of
the corresponding stage (Pn) is calculated by the
formula:

1, =3Z0n =% (V. ~ O), )
where, ZO, — weight criterion use of a particular
type of information at each stage of the life cycle of
an innovation project; O — assessment of the use of
a particular type of information at each stage of the
life cycle of theinnovation project, points.

Indicator the level of information provision
for each stage of the life cycle of the innovation
project (stage of design, stage of implementation
and stage of completion) is defined as the sum of
the weighted estimation of the use of each type of
information at a particular stage, in turn, the
weighted estimate is calculated as product weight
of the criterion and assessments use of information.

The calculation of the integral indicator of
the level of information provision of innovation
projects was carried out at the following machine-
building enterprises, such as: SP LLC “Sferos-
Electron”; PJSC “Lviv Electrolumines Factory
“Iskra”, OJSC “Pasautoprom”.

To determine the weight of each criterion
was used method of expert assessments. Experts
acted managers of al levelsinvolved in the process
of implementing an innovation project of
investigated enterprises.

Total in the study took part 80 people. Pall
was conducted to determine the weight of the
criterion for each stage of the life cycle of the
innovation project. Before of respondents were
asked to determine the importance of using a speci-
fic type of information at the stage of design, imple-
mentation and completion of innovation project.

Rating was exhibited in points: 0 points —
information is not used; 0,5 points — information is
partialy used; 1 point —information is used in full.
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Scale evaluationintegral indicator of the
level of information provision of innovation
project:

- 0 - 025 — low level of information
provision of innovation project, points;

— 0,26 — 0,5 — average level of information
provision of theinnovation project, points;

— 0,51 - 0,75 — high leve of information
provision of innovation project, points;

—0,76 — 1 — very high level of informational
provision of innovation project, points.

Definition of numerical gradation values of
the scale done by assigning valid numbers with the
preservation of the given relation.

Evaluation the level of information provision

of innovation project at SP LLC “ Sferos-Electron”,
PJSC “Lviv Electrolumines Factory “Iskra’, OJSC
“Pasautoprom” are shown in the table 2.
According to receved results, the high leved of
information provision of innovation project is
observed at SP LLC “Sferos-Electron” (0,55 points)
because of the average leve of information provision
of the stage of design of innovation project (0,45
points) and high levels of implementation phase and
completion of the innovation project, 0,55 points and
0,7 paints, regpectivdy. On PIJSC “Lviv
Electrolumines Factory “Iskra’ —the average leve of
information provision of innovation project (0,41
points) due to the low leve of information provision
a the stage of design of innovation project (0,25
points). At OJSC “Pasautoprom”, the average level of
information provision of innovation project (0,27
points) is also observed due to the average level of
information provision for the stages of design and
implementation of the innovation project and the low
level of completion.

Using such a system of evaluation allows
you to identify “problem areas’ and take the
necessary measures to improve the information
provision of innovation project. The essence of
improving the information provision of innovative
projects can be to create new or upgrade existing
systems. Him must be carried out systematically in
order to ensure an adequate level of quality. The
improvement of information provision system
should be based on new information technologies,
means of computer and communication techno-
logy, which in turn will allow to increase the
productivity of the participants of the implemen-
tation of the innovation project, optimize the use of
resources and costs, accelerate workflow, acce-
lerate problem solving, etc. After all a prerequisite
for the effective implementation of innovative
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projects arelimplementation a set of activities for
the creation systems information provision, access
to it for interested persons, monitoring of the
quality of information provided to users;

implementation necessary measures of infor-
mation security;

increase qualification and retraining of the
participants of implementation of innovation project;

increasing the level of information provision
of each participant in the implementation of
innovation project;

devel opment
infrastructure.

Therefore, focusing on improving the effecti-
veness of information provision, it is necessary:

create an information base which will
contain legislative and regulatory acts on inno-
vation activity, specialized periodicals and other
informational materials;

use this system where it is automated
functions search, collection, processing, storage of
information with using computer hardware and
special software;

form the system of informational provision
of innovative projects taking into account interna-

of general information

tional experienceto solve problemsthat arisein the
process of project implementation with the use of
modern information technol ogies;

create information and communication tech-
nologies and networks for access to information
resources for participants of innovative projects.

Experts acted the manager of all levels of
such machine-building enterprises: SP LLC
“Sferos-Electron”, PJSC “Lviv Electrolumines
Factory “Iskra’, OJSC “Pasautoprom”. Total inthe
study took part 50 experts. Before respondents was
put the task of choice the west improvement that
they think is most effective. The results of the
survey are summarized in table 3.

The largest share among respondents (48 %)
beieve that the most effective measurefor improving
information provision of innovative projects is the
cregtion of a single information space The only
information space is to create a set of databases,
information and communication systems and
networks that operate in accordance with the general
rules and principles, ensuring the exchange of
information between citizens, organizations, while
mesting the information needs of users.

Table 2

Results of calculation of integral index of level of infor mation provision of innovative projects
at machine-building enterprises

Enterprises Valueindicators
P1 P2 P3 Lzp
SP LLC * Sferos-Electron” 0,45 0,55 0,7 0,55
PJSC “Lviv Electrolumines Factory “Iskra” 0,25 0,5 0,59 041
0JSC “ Pasautoprom” 0,29 0,43 0,15 0,27
Note: calculated by the author on the bass of data enterprises
Table 3

Possible measur es to improve the infor mation provision of innovative proj ects
at machine-building enter prises

Measures to improve the information provision Recognized the event as
of innovative projects expedient ( %)

Cresgtion of a singleinformation space 48
Setting up of information communications in the process of implementation of 29
innovative projects

Increase the level of software 10
Implementation of document management system 6
Implementation of an automated interna reporting system 5
Introduction systems of balanced indicators 2

Note: compiled by the authors
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For debugging information communications in
the process of implementing innovative projects gave
their voice 29 % of expets. In this case, the com-
munication systemis adirect (from theimplementer of
the innovation project to participants) and feedback
(from the participants to implementer of innovation
project). One of the possible options for improving the
information provison of innovative projects at the
enterprises of the machine-building industry is set-up
such connections, which will improve information
communications and ensure compliance basic require-
ments both for information and for information
provision.

The smallest share of the proposed measures
were:

increase equal software (10 %);

implementation of document management
system (6 %);

introduction  of  automated  systems
compilation of internal reporting (5 %);

the introduction of a balanced indicator
system (2 %).

Under the software understand a set of
programs for the processing of information and
software documents that are required for the
operation of these programs. Implementation of such
a system will allow to reduce the lack of necessary
skills and knowledge of personnel in working with
documents, ensure comparability of indicators of the
reporting period with the past and the adequacy of
information provision, etc. With the hdp of an
automated financial reporting system, the
implementer and the participants of the innovation
project can obtain the necessary information on the
economic activity of the company, which will be
organized and received at the right time. Such a
system will increase the leve of awareness of
participants at any given time. The sysem of
balanced indicators is based on the indicators of
financial and non-financial nature, their calculation
and analysis, and the provision of practical
recommendations for improving the results of a
particular indicator taking into account the sectoral
peculiarities of the machine-building industry.

Taking into account the views of the authors
[1; 3; 4; 5; 6; 7; 8; 9] and on the basis of the survey
conducted it can be argued that the main ways of
improving information provision of innovative
projects for machine-building enterprises are:

establishment of an effective exchange of
innovative information at the interstate level;

creation of mechanisms for realization of the
right of access to interested persons to the
necessary information;
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adaptability and the possbility of
development system of information provision of
innovative projects,

automation of information provision of
innovative projects should cover all stages of it's
lifecycle

only rules in the information base for the
collection, processing, storage, use and transfer of
information;

introduction  of
information technologies;

use of powerful and efficient computer
networks;

application of the system of electronic
document management (automation of the
document circulation process), which will ensure
the automated movement of documents and
constant control over the passage of documents,
has a significant impact on reducing the timing of
preparation and decision-making;

combination of different forms presentation
of information what provide users with up-to-date
and complete information and provide them with
the opportunity to view, copy, or print the
necessary information sources;

increasing the manageability of the
information provision of innovative projects at the
expense of speed information flows, reduction of
mistakes when making managerial decisions at the
expense of use actual and timely information;

the use of special means of protection and
information security.

It is important to note that one of the ways to
improve information provision both in innovation
activities in general and in innovation projects in
particular is creation of a single information space,
which will enable to significantly increase the
degree of interaction of remote offices, affiliates,
representative  offices. Integrated and stored
corporate information is in the system, not in the
head of employees. When a worker is released or
transferred to another unit, his knowledge related to
the processing of information is stored in the
database and can be used by other employees who
came to their place. Combining knowledge of
employees in such a corporate system gives a
synergistic effect, which can lead to high results.
Information entered at any level should be
accessible to all users of the information system,
should to be executed the principle one-time
introduction. When creating a national information
space important is his interaction with the world.

The effectiveness of the formation and use of
information provision for innovation projects

the latest computer
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depends on it's interaction with the information
provision system in the information market,
existing and potential information resources, state
information provision and information space.
Therefore, the important point is the formation of
an adequate information infrastructure of machine-
building enterprises and interaction with the market
players. Under the informational space should be
understood the information base necessary for
making managerial decisions, analysis, control and
regulation of financial and economic activity of an
industrial enterprise [4]. Such a system should
provide for the exchange of information at all
levels of government. Example, in our country
there is no single center that collects and analyzes
information from enterprises that carry out
innovative activities. No less an important point is
the interaction of the information provision system
with the Internet, support for the Web-interface,
integration with other external systems, such as:
“Client-Bank”,  electronic  document  flow,
automated design, management of technological
processes, etc. Such interaction will reduce the
time spent on implementation user queries. For this
purpose the formation and use of information
provision system should be based on the use of
software tools, information and communication
technologies, network infrastructure, etc.

Effective formation and use of information
provision for design and implementation of
innovative projects can lead to a shorter time for
office workers working with documents (contracts,
accounts, overhead, letters, etc.) due to reduced
time on routine processing of documents. By
conducted by estimated the total average time spent
by office workers on unproductive processing of
documents is more than 60 %. At the same time,
some of the workers spend almost all their working
time on these operations [3, p.45].

Conclusions

For evduation the levd of information
provision of innovation project it is proposed to carry
out the calculation of the integral indicator of the
leve of information provision of innovative projects,
which enables to formulate a clear conclusion for the
adoption of objective managerial decisions, to take
into account the interests of all stakeholders, identify
“problem areas’ and the risks inherent in the stages of
the life cycle of innovation project and participantsin
the implementation of the innovation project.
Improving the information provision of innovative
projects will not only save time for participants, but
aso incresse the efficiency of their work and
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accuracy of information, reduce risk and reduce
uncertainty. As a result of the research carried out at
the machine-building enterprises (SP LLC “Sferos-
Electron”, PJSC *“Lviv Electrolumines Factory
“Iskra’, OJSC “Pasautoprom”) with identification of
possible measures to improve the information
provision of innovative projects established the most
effective ones are: the creation of asingleinformation
space (48 %) and the establishment of information
communications (29 %), less effective: increasing the
levd of software (10%); implementation of
document management system (6%); imple-
mentation of the automated internal reporting system
(5%); introduction of a balanced indicator system
(2%). Conduct improvement of information
provision can be achieved either through the creation
of new or modernization of existing systems. It must
be carried out systematically in order to ensure the
proper level of information quality.
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APPERCEPTIVE DEFECTSIN ACCOUNTING
INFORMATION SYSTEM

Abstract. The article is concerned with a
relevant issue oforigin and adverse effects caused by
defects of accounting and information system. The aim
is the research and categorization of defects related to
the perception of accounting information by recipients
and the influence of such defects on efficiency of
decision-making. Interdependence between the part of
information unperceived by the consumer because of
defects and coefficient of accounting information
perception has been determined in this work. The work
is aso concerned with the classification of defects that
may arise in accounting and information system of
economic entities and stem from one of the reasons
caused by other information system congtituents or their
combination: peculiarities (including psychological,
medical and biological ones) of the recipient;
characteristics of accounting information source; transit
properties of transmitting medium; qualitative,
quantitative, value and formal properties of accounting
information.  Factors affecting apperception  of
accounting information by the consumer have been
characterized. Three types of complex apperceptive
defects arisng as a result of various impact factors
combination have been pointed out and specified: type |
— due solely to interna factors; transmitting medium,
accounting information and its source are not involved
in their generation; type Il — arise in the course of
processing information by the person concerned though
their reasons are externd; type Il combine
characteristics of the firg type (source of origin,
accounting information, its generator and/or transmitting
medium) and the second type (primary cause: interna
characteristics of the recipient). It has been concluded
that apperceptive defects influence accounting system of
economic entity, and they are one of the reasons leading
to aberration of accounting and information flows.

Key words: accounting information, recipient,
information source, transmitting medium, accounting
system, apperception of information.
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Problem statement

Accounting information system (that is the
total of accounting information, sources of its
formation, recipients or users, transmitting medium,
links between them, as wdl as means, methods and
procedures used in order to store, redistribute and
convert information into resources suitable for the
solution of certain problems set by ultimate
customers) forms the basis of modern accounting
paradigm, and its theoretica and empirical
perception remains the subject matter of academic
interest of several generations of native scholars and
scholars abroad. The chief problem of such research
is that accounting information system combines
technological and mechanical dements like
accounting information with living creatures such as
human individuals that take on a role of source and
recipient of that information and with their inherent
complex “lacework” of psycho-physiological, social
and cultural, professional and qualifying individual
traits and interpersonal reations. In this case
investigation of certain complex psycho-cognitive
constructs, such as perception and processing of
information by the ultimate consumer (recipient,
addressee), comes to the foreground.

All in all, agreeing with M. Kharlamov that
“psychological foundation  of successful
information processing consists of motivation,
information search, understanding of information,
memorizing, applying information and its subject
matter” [1, p.115], it still should be noted that one
of the key elements of information processing is its
perception (comprehension) acting as a kind of
connecting link between thorough understanding of
information and its application.

Perception is a process of reflection of
phenomena and things including their properties,
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states and components in the consciousness of an
individual. The process of information perception
is a complex internal work involving all mental
processes — attention, imagination, memory, brain-
work [2, p. 108]. It is the combination of the last-
named ones with the channels of acquisition forms
specific chain of accounting information circula-
tion, where the appearance of defects may cause
the loss of implicitly the most valuable data for the
user.

Topicality of the selected subject is defined
by the fact that perception or apperception of
accounting information is a basic mental process
stability of which directly influences the success of
decision making by arecipient.

A person takes the world with the help of
certain sensor systems that are modalities (for
instance, visual, auditory, kinesthetic, logical)
while submodalities are considered to be qualities
of perception: they define person’s attitude towards
the world, so they are sense qualities expressed in
small distinctions of sensor systems, characteristics
of inner representations composing perceptual
experience of a person [3, p. 203]. Absolutely
essential  though insufficient condition for
information perception is that sensory organs
receive enough intense, clear, undistorted signals
reevant to characteristics of sensory organs and
peculiarities of human perception [4, p. 106].

Any surrounding information is perceived by
the recipient through sensory organs. Main channds
of accounting information perception are visual and
auditory with certain priority of the first one because
considerable amount of information appears in
textual and graphical format. Besides, researchers
point out digital channe of perception associated
with the ability of a person to abstract and logical
thinking. In-depth analysis, inherent to the usage of
this channd, is also very useful in the course of
processing information data on accounting pheno-
mena and processes. Particular attention should be
given to the research into the issues of intuitive
channel  applicability for accounting information
perception, which is known as the one that should be
characterized by such qualitative properties as
accuracy and unambiguity of interpretation.

Recent resear ch and publications analysis
The following scholars have made a major
contribution to dealing with issues associated with
information circulation within the system of

accounting: K. V. Bezvekhyi, T. V. Bochulia,
R. F. Brukhanskyi, N. V. Holiachuk, L. V. Hutsalen-
ko, M. V. Dubining, V. V. Yevdokymov, S. A. Kuz-
nietsova, N. B. Mdnyk, I. Y. Plikus, N. L. Pravdiuk,
M.S. Pushkar, M. V. Rede, L. V. Rudenko-
Sudarieva, Y. S. Tsa-Tsdko, A.Y. Shchyrska and
others. At the same time, interdisciplinarity and
complex character of issues associated with
theoretical comprehension and practical imple-
mentation of this process cal for further
development of their research.

Purpose and objectives

The purpose of the article is investigation
and categorization of defects associated with
perception of accounting information by the
recipient (called apperceptive defects) and their
influence of efficiency of decision making. The
objectives based on the purpose are the following:

1) establishing interdependence between the
part of information unperceived by the consumer
because of defects and coefficient of accounting
information perception;

2) classification of defects that may arise in
accounting and information system of economic
entities,

3) characteristics of factors affecting apper-
ception of accounting information by consumers;

4) pointing out and specification of three
types of complex apperceptive defects arising as a
result of various impact factors combination.

Presentation of basic material of the research
and obtained results

Individual peculiarities of world perception
and thinking lead to ambiguity of interpretation of
certain accounting phenomena and events by
various interested parties. It should seem that
regulation of the majority of accounting issues in
teems of inner state legislation and within
international recommendations concerning
accounting practice solves the problem. However,
its complexity lies in multifaceted plane of human
behaviour, sociology and personality psychology.
Out of the box thinking, creativity and lateral
thinking are among the qualities that nowadays are
so valued by highly professional managers, issuing
new challenges for accounting system. Form and
content of presenting accounting information, in
compliance with certain regularities, anyway
acquire special features in each specific case.
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Individual peculiarities of perception are the
following: accuracy, emotionality, quantitative
ratio of analysis and synthesis, image and word.
Different perception of one and the same objects by
different people is due to peculiarities of their
previous experience, knowledge, skills, and
characteristics of their nervous system type. Some
people perceive objects accurately and do not add
anything on a personal note in the course of
information transmission while others inform on
their own attitude towards the perceived infor-
mation. Integral, synthetic object perception is
predominant for some people. Such people reflect
the phenomenon in whole, without going into
details. Analysis in the process of object perception
is predominant for other people. They perceive
each phenomenon getting into details [5].

B.R. Manddl [2, p. 110-111] outlines five
characteristic features of perception:

1) thingness— commitment to the outer world;

2) integrity — formation of generalized image
of the world around;

3) structuredness — capability of arranging
material in a certain order;

4) constancy — relative stability of the infor-
mation being perceived, under different conditions;

5) sense of purpose — focus on information
perception with predictability of definite result and
pursuance of it.

According to V.R. Vesnin [6, p. 84-86], the
following circumstances define specific features of
perception:

— situation in which a person is getting to
know certain information and degree of its
understanding by the person;

— personal (for a person) and physical (for a
person, an object or a process) characteristics of
object of which or from which the information is
received,

— sterentypes, psychological effects, prejudices.

Here is the graphical model of interdepen-
dence between the part of information unperceived
because of defects and perception of accounting
information by the recipient (Fig 1) with three
zones: active imperception (information is not
useful); critical reevaluation (information is useful
for solving certain problems); trust (information is
useful in all circumstances).

An index of accounting information
perception is used for technical assessment of the
volume of accounting information perceived by the
recipient. The index of perception shows the
correlation  between  perceived  accounting-
informational flow and generated one[7, p. 119].
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If there are no apperceptive defects, the
value of such index may come closeto 1.

Intersection of curves in the graph (Picture
1) indicates an average relationship between the
part of information, unperceived because of
defects, and the index of information perception (=
0,5). However, location and value of critical
reevaluation zone is much more important for
further analysis. Location of critical thinking zone
in the graph (left-directed or right-directed shift
from the intersection of curves along horizontal
axis) depends on accuracy (genuineness) of indices
of accounting information quality and its relevance
for effective decision-making. If there are a lot of
defects, the index of information perception is
objectively low. If there is enough evidence for
their small amount, the situation is reverse.
Confirmation of accuracy or falseness of evidence
concerning accounting information defects is a
factor that influences the dimensions of critical
reevaluation zone. The larger it is, the more doub-
tful is the accuracy of conclusions concerning
accounting information quality. Reduction of its
dimensions is possible if there are reasonable
grounds to prove of accounting and information
flow quality. The situation is particularly critical if
the reduction of critical reevaluation zone is
accompanied by its left-directed shift along
horizontal axis (there is sufficient evidence for a
considerable amount of major defects) because it
may lead to the complete destruction of communi-
cation between producer of accounting information
and its consumer as well as reduction of coefficient
of such information perception to zero.

Imperception of accounting information by
the recipient may be ascribed to the presence of
certain defects in accounting system (Fig. 2).

Given the fact that any information system
presents a set of interrdated elements that form it,
defects in accounting information system usually
do not exist autonomously and are characterized by
interdependence, integration, dependency, and may
be caused by external and internal factors.

In particular, although apperceptive defects
arise at the level of recipient, they may be the result
of one of the reasons provoked by other elements
of information system or their combination:

1) peculiarities (including psychological,
medical and biological) of the recipient;

2) characteristics of accounting information
source;

3) transit properties of transmitting medium,;

4) quantitative and qualitative properties of
accounting information.The first group of factorsis
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Part of information, unperceived
because of defects

Index of information
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Active imperception
zone

| Critical reevaluation |

Trust zone

Zone

Fig. 1. Theoretical model of dynamic dependence of the index
of accounting information perception on the level of apperceptive defectiveness®
* Note: developed by the authors
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Fig. 2. Defects of accounting information system*
Note: developed by the authors

associated with personal  characteristics  of
accounting information recipient and concerns the
processes of its comprehension, perception,
mastering and storing; ability to think critically and
analytically; Gnostic (cognitive) characteristics;
operative memory; professional background,
knowledge, skills, qualifications and more
Besides, the point to note is the importance of
investigating psychological (personality traits,
temperament) as well as medical and biological
(poor health, over-fatigue, no contentment with job
performance, lack of positive emotions, etc) traits
of individuals. Negative effect of the latter raises
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barriers of temporary nature on the way towards
objective perception of accounting information and
its beneficial application. Their eimination is
closely related to the creation of maximally
comfortable working conditions and promoting
proper rest of decision-makers. At the same time,
psychological factors are difficult to adjust; they
should be taken into consideration when the worker
is being employed, functional responsibilities are
being distributed, in the process of motivating,
appraisal of results of his or her performance,
formation of corporate and organizational culture at
the enterprise, €tc.
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The second group of factors is associated
with accounting information source. Given the fact
that a person is usually the source of information
(even when automatic accounting information
systems and communication channels are used,
people usually have the primary role in the course
of comprehension, evaluation, adjustment and
taking final decision regarding further transmission
of bulk data), a range of its characteristics
coincides with recipient’s qualities. At the same
time, while the ability to produce accounting
information according to given quality parameters
is important for the first, the ability to perceive and
use it in order to make efficient decision is
important for the latter. It should be remembered
that accountants form structured data files that are
maximally applicable for decison makers, with
predetermined aim. This means that positive result
may be achieved only if there is close cooperation
and continuous communication between accoun-
ting department employees and end consumers of
accounting information.

Causes of defects associated with
transmitting medium are mainly in two planes:
technical (glitches in channels of communication
and information transmission) and social-
psychological (conflict situations, problems within
socio-professional  groups, the phenomenon of
collective stereotypy, etc.). Factors of this group
may have internal (endogenous) and external
(exogenous) nature. Internal factors are the subject
of optimization with the aim to prevent or
minimize negative effect (shortcomings of
paperwork approved at the enterprise may be
reatively easily detected and eiminated) while
external factors generally may be only detected and
taken into consideration (recipients and accounting
information generators have limited influence on
improving legidative and regulatory background
governing a wide range of accounting issues or
their specific aspects). Speed increase (reduction of
time) of accounting information transmission from
the source to the receiver is a prerequisite for
reduction of negative effect of transmitting medium
defects on accounting information apperception.
The longer the process of accounting information
flow is, the higher the risks of loss of data
topicality and data distortion are.

Separate group of factors is associated with
characteristic features of accounting information
regarded as report on certain accounting facts or
events that may be confined to the following:
reevance, accuracy, completeness, faithfulness,
topicality, representativity, ec. (qualitative
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criteria); volume, transmission speed, noise 10oss,
efc. (quantitative criteria); expenditures for its
receiving, processing, traffic and storage (cost
criteria); compliance with regulatory, ergonomic
and aesthetic requirements (formal criteria).
Combination of positive values of these criteria
makes it possible to talk about the availability of
maximally  valuable accounting information
resource suitable for solving topical issues in a
particular domain of application. However, only
their correlation with characteristics of information
source, its recipient and transmitting medium lays
the foundation for objective conclusions
concerning the efficiency of accounting system of
economic entity. High quality accounting
information flow itself does not guarantee its
fullest perception by the recipient.

Therefore, apperceptive defect is a shortage of
accounting information perception by the recipient,
but it can not be considered in an embodied way,
without reference to other eements of information
system, such as source, transmitting medium and
accounting information itsdf. In reation to the
subject (recipient), defect may be caused merely by
internal (inward) factors or may be instigated from
outside. Several factors are often combined, creating
a complex multifactor that is difficult to determine
and in the end has an impact on the efficiency of
decision made by the interested party.

We have seen similar dependence while
investigating the influence of stereotypy on
information perception by the recipient. However,
it is important to emphasize that interdependence
between the part of information, unperceived
owing to defects, and coefficient of perception is
not absolutely inversely proportional because
accounting information may be ignored by the
recipient due to other external factors, which are,
for example, connected with the phenomenon of
accounting and information flows coherency (for
more details, see publication [8, p. 199-200]).

From our point of view, it makes sense to
refer to three kinds of apperceptive defects (type |,
type Il, and type Ill). Ther disposition can be
carried out after careful analysis of consequences
of accounting information comprehension stage.
Comprehension, as a mental process, serves as a
peculiar filter with the help of which recipient
identifies information suitable for the solution of
specific problem out of the data file.

Therefore, apperceptive defects of type | are
caused solely by internal factors; transmitting
medium, accounting information and its source are
not involved in their formation. For example,
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accounting information, which is potentialy useful
to solve the problem, is not used by the recipient
due to individual recipient’s sterectype towards it
(like “accounting information is used mainly for
tax accounts’). Apperceptive defects of type |l also
arise when the information is being mastered by the
interested party, though their causes are external.
For example, low expertise of accountant causes
mistrust of recipient to the information produced
by him because of its low quality. Apperceptive
defects of type 11l combine characteristic features
of the first ones (source of origin: accounting
information, its generator and/or transmitting
medium) and the second ones (primary cause:
internal characteristics of recipient). For example,
excess accounting information leads to over-fatigue
of consumer, and, as a result, useful information is
lost. Any of three above-mentioned types of defects
may do considerable damage. However, defects of
type Il are the most complicated to cope with due
to their complex and integrated nature.

Conclusion and directions for future
research

The existence of apperceptive defectsis only
one of the reasons resulting in aberration of
accounting and information flows within
accounting system of economic entity (another
significant cause is accounting distortion, the origin
of which was considered in publication [9]).
However, investigation of prerequisites of their
origin and dimination methods is integral to
improvement of functional efficiency of such
system for dealing with management issues.

Major methods of struggling against negative
influence of apperceptive defects are the following:
devdopment of recipient’'s own critical thinking;
sdf analysis (including metacognition as a system of
person’s knowledge about peculiarities of personal
cognitive sphere (for example, refer to L. M. Na
dionova [10, p.273]); increase in the levd of
awareness regarding the area of concern, particularly
by means of improving the efficiency of com-
municative relation with accounting department.

Active  involvement of  accounting
information recipient in communication process
turns him or her into communicative personality
that, according to V. B. Kashkin, possesses “the
total of individual strategies and tactics, cognitive,
semiotic and motivational preferences, which have
been formed in the process of communication as
individual communicative competence’ [11, p. 46].

Directions for future research concerning the
referred issues liein empiric evidence of theoretical
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models presented in the article, regarding the
influence of recipient’s apperceptive defects on his
or her decisions based on accounting information.
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I ntroduction

Type of economic analysis — is an ordered
sat of elements, concepts, teaching methods and
approaches to the study of economic phenomena
and processes that are typical for economic
analysis as a science, as well as specific properties
that are inherent only to this totality. With the
formation of the modern classification of economic
analysis take into account the requirements of a
functional approach (the assessment of customer
needs in analysis results and obtained opportu-
nities from conducting the relevant type of analy-
sis); the need to unify information support of
analysis; experience of other countries and so on.
In practice, the types of economic analysis are used
simultaneously. At each level of management daily
take various decisions, to substantiate them use ap-
propriate types of economic analysis. Classification
of household analysis has an important value for
the correct understanding of its essence and tasks,
for development of method of its conducting and
for organization of analytical process.

Internal and exter nal economic analysis
Analysis distribution into internal (mana-
gerial) and external is caused by character of
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information sources, executors and objectives,
which seek to achieve during the research. In prac-
tice, these types of analytical work often overlap.

Theinternal analysis is performed directly at
the company for the purpose of rapid, short-term
and long-term  management of  industrial,
commercial and financial activities. Itsresults area
strictly commercial.

Purpose of the internal analysisis to promote
the supply of internal users by information which is
necessary for making grounded management
decisions. And the internal users of different levels
of management are enterprises administration,
workers of functional divisions and subdivisions
and others.

The subjects of internal analysis are workers
of functional divisions and subdivisions, special
analytical services of the company, accounting
firms, consultants and objects are the company and
its structural divisions.

As information base of analysis use the full
range of economic information including
unregulated information. Its content is caused by
the organization of accounting process at the
enterprise, its technical supply, analyticity, opera-
tive credentials. Information should be detailed and
confidential.

The main tasks of internal analysis are rep-
resented on Fig. 1.

Internal  analysis includes retrospective,
operational and perspective analysis. In the result
of operational and prospective analysis there is a
probability of obtaining insufficient reiable output
analytical information. Frequency of providing
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analytical information conditioned to the interests
of information users (daily, weekly, each decade,
etc.). The company can develop methods of ana-
lysis by themselves.

So, features of internal analysis are:

— focus on the company’ s management;

—use of al information sources;

— absence of external regulation of methods
of analysis;

— the complexity of analysis, the study of all
aspects of the enterprise activity;

— maximum secrecy of analysis results to
preserve commercial secret.

Internal analysis is divided into managerial
and financial (Fig. 2).

External analysis is carried out on the basis
of financial and statistical reporting by economic
bodies, banks and financiad  authorities,

shareholders, investors. It promotes the supply of
external users of information with necessary one
for selecting the most appropriate line of conduct.
External users are real and potential creditors,
owners, suppliers, customers, owners of assets of
the company, investors, statistics, government
agencies, research  ingtitutions,  regulatory
authorities, financial and credit institutions.

The subjects of analysis are external users of
analytical information (accounting firms, con-
sultants) and the objects of analysis — the enterprise
as awhole Information base of analysis — financial
statements (balance sheet, income statement, cash
flow statement, statement of shareholders equity,
notes to the financial statements — regulated
information).

The main tasks of external analysis are
represented on Fig. 3.

| Tasks of internal anaysis |

/\

Control and a;alyticai tasks
[

Evaluation of “historical” and
operational data to make current and
operational management decisions and
assessing  the  effectiveness  of
responsible persons

Analytical tasks

Forecasting of indicators of company’s
activity and evaluation of prospective
options for its development (initial

analytical information is used for
perspective managerial decision-
making)

Strategic analysis (results of andysis are
used for making strategic decisions)

Fig. 1. Tasks of internal analysis

Types of internal andysis

A 4
Managerial analysis

Is based on data from managerial
accounting and ensures making
grounded management decisions.

A 4
Financial analysis

Is based on data of bookkeeping and
managerial accounting and alows
assessing objectively the financial
position and results of enterprise
activity, to predict its future and
implement  control  over the
execution of accepted manageria
decisions

Fig. 2. Types of internal analys's
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Tasks of external analysis

N

Analysis of financial condition Evaluation of finanda  results Analysis of cash flows
of the company (financia formation of the company, use of by the company’s
stability, solvency, income and analytical characteristics of activities
creditworthiness, the possibility indicators of profitability

of bankruptcy)

Fig. 3. Thetasks of external analysis

Table 1

Compar ative char acteristics of internal and exter nal economic analysis

Comparative features

Internal economic analysis

Externa economic anaysis

Objects of research

of economic relations

Structural  subdivisions, economic
phenomena and processes, elements

Enterprises in

comparison

general, inter object

Subjects of research
structurad levels

Managers and speciadists of all

National, sectoral and territorial economic
ingtitutions, partners and customers

Time forms Strategic, operational, retrospective | Strategic, retrospective

Frequency of analysis Permanent By the standards of analytical process and
at the request of users

Privacy Policy Confidentia Public

The degree of anaytica

indicators’ integration indicators

The totality of genera and partial

General indicators

The external analysis is retrospective,
characterized by a high degree of reiability and
probability of the original analytical information.
This information is provided to users on a regular
basis, in accordance with the terms of preparation
of financial statements (quarterly, annually).

External analysis is only financial.

S0, the external analysis features are:

— multiplicity of subjects of analysis — users
of information about the company;

— a varigy of purposes and interests of
subjects of analysis;

— availability of typical methods of analysis
to al industries;

—focus only on external financial statements;

— limited tasks of analysis as a result of
previous factor;

— maximum openness of analysis results to
information users about the company.
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The comparative characteristics of internal
and external economic analysis are presented in
Tablel.

Per spective and retrospective economic analysis

On the feature of time an economic analysis
is divided into perspective (previous) and
retrospective (following, historical).

The perspective analysis is conducted before
household operations take place. It's needed for
household  decisions and  plans-prognoses
substantiation, undesirable results prevention. The
perspective analysis depending on time duration is
divided into short-term and long-term (strategic).
The short-term analysis engulfs a period to one year,
and long-teem — more a year. A short-term
prognosis analysis is applied for making of tactical,
and long-term — drategic business policy. The
long-term analysis is less detailed, than short-term;
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however its role is more significant. If correct
strategy of enterprise development is sdected, it is
easier to make tactical decisions. In the conditions of
market competition a long-term (strategic) analysis
becomes an integral part of managerial activity.

Pergpective analysis — an analysis of
business results to determine their potential value
in the future. The results of this analysis are used to
develop strategic plans and preliminary evaluation
of the results of their implementation. The
peculiarity of this analysis is explore the
possibilities of achieving the desired results.

Perspective analysis aims finding in each
process or phenomenon of economic activity the
most stable perspective e ements which can play a
crucial rolein thefuture.

Tasks of perspective analysis are determined
by its essence and place in planning and
management (Fig. 4).

During plans compiling forecast analysis
serves as the main form of preplanned researches of
business economics, during the execution of bus-

ness plans — it is a tool for prediction and
evaluation of the expected results.

Sequence of carrying of perspective analysis
isshown on Fig. 5.

Perspective analysis is conducted in such
main directions:

1) Technical equipment, material, labor and
financial resources of the company, production and
sales,

2) The degree of product quality and cus-
tomer satisfaction;

3) Perspective evaluation of costs and
expected profit, profitability, solvency and
financial condition.

Theretrospective analysis is carried out after
completion of household acts on the basis official
of financial and statistical reporting. It is needed
for the study of development tendencies, control
after operative plans fulfillment, objective
evaluation and diagnostics of enterprise’s activity
results and of the level of enterprises risks.

Tasks of perspective analysis

A\ 4

1) forecasting of economic activity

A\ 4

2) scientific substantiation of perspective plans

A\ 4

3) assessment of expected plans performance

Fig. 4. The tasks of perspective analysis

Stages of perspective analysis

1. Toidentify general indicators characterizing the prospect in key areas of
economic activity

1l

2. The system of genera indicatorsis complemented by needed specific
indicators

il

3. Sequencing of indicators’ analysis based on the main directions of the
connection between important groups of indicators

Fig. 5. Sequence of perspective analyss implementation
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The main task of the retrospective analysis —
an objective assessment of activity results,
comprehensive identification of unused reserves
and detected drawbacks in the work and
responsible executors. The results of retrospective
analysis are used to solve problems of strategic
management. But this analysis has a significant
drawback — identified deficiencies belong to the
past periods and mean forever lost opportunities.

Peculiarities of retrospective  analysis
technique consist in that the actual results of the
work are evaluated in comparison with plan and
analytical data of the previous periods. Identified in
the analysis of deviations from the base of
comparison deciphered by technical and economic
factors that determine these deviations, shall be
established not only the causes of deviations, but
the responsible persons, services, are developed
measures to eiminate shortcomings in the work.

The retrospective analysis is divided into
operative and summary. An operative analysis is
conducted right after realization of household
operations or change of situation for the short
periods of time (shift, day, decade period and
S0 on). Its purpose — operatively estimate changes

lings and reasons of their appearance, in good time
to take correcting measures for their imination. In
respond to the rapid change of all types of
enterprise’ s activity and its environment operative
analysis takes on specia significance.

Conducting a summary analysis it's
necessary to study activity results for the period
under review (month, quarter, and year). Its value
lays in enterprise activity study in complex and
comprehensive way from current data of the proper
period. Thus, more complete and more objective
estimation of enterprise activity is reached from the
use of present possibilities.

Operative and summary analyses are
interrdlated and complement each other. They
enable guidance of enterprise not only operatively
liquidate failings in the production process, but also
summarize achievements, results of activity for
proper periods, to develop measures, directed on
growth of business efficiency.

Some scientists by the time of management
decision making distinguish analysis perspective,
operative and retrospective. If guided by this
classification, it is appropriate to compare these

in relation to the preset parameters, to find out fai-  typesof analysis (Table 2).
Table 2
Compar ative char acteristics of the types of analysis
by the time of management decision making
Comparative Type of economic analysis by the time of management decision making
characteristics ) . .
perspective operative retrospective
According to Determination of the Evaluation of indicators devia- Comprehensive diagnogtics
the purpose of prospects of the company tions of the actual situation of the | and evaluation of the results
analysis company from their regulations of enterprise functioning
and appropriate maneuvering of
resources and capital

By the scale of Parametric general Local and general indicators of The entire set of indicators
objects indicators of thecompany | operating enterprise activity of forecasted operating and
research summary enterprise activity
According to Lega and regulatory infor- | Operative plans, schedules of Current plansand
sources of mation, dynamic series of operative accounting and regulations, accounting and
information indicators of enterprise marketing reporting statigtical

activity by generdizing information, specia surveys

parameters, target data

programs and forecasts
According to Annually, by periods of Daily, by operative periods (5, 10 | Quarterly, annually
the terms of planning and forecasting days, month)
carrying out
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On the basis of this comparative table and
understanding of the classification criteria “time
(content of management process)” consider it
appropriate to adhere the attribution of operative
analysis into the retrospective, since it is being
conducted after the business operations took place
along with thefinal one.

Retrospective analysis — the most com-
prehensive view of economic analysis that
incorporates the results operative analysis and is
the basis for perspective analysis.

Into branch and among branch
economic analysis

According to the feature of the place of
research (particular branch) which is based on the
public labor division, an analysis is divided into
branch and among branch.

Peculiarities of branch analysis lie in its
detailing by separate departments. Branch analysis
covers al steps of management hierarchy of basic
link of national economy — from the units of the
first order to the workplace.

Branch economic analysis consists in
objective and comprehensive assessment of
reaching target plans by units; identifying and
measurement of factors and reasons that have
caused production results, revedling branch
reserves, development of measures of their use,
research of peculiarities of economic functioning
and development of one or another unit.

By content branch economic analysis differs
significantly from the analysis of the enterprise as a
whole These features are determined by the specific
content of economic indicators established by branch
division unlike the indicators of enterprise activity as
a whole. Often each of the main production
departments does not produce fully finished
production. Therefore, the main indicators of
production efficiency in this case are not profit and
profitability but costs of production. In branch
anaysis use more natural parameters for assessing
output, productivity, quality of produced products.

Branch economic analysis has its specific
subjects of analysis. If the activities of the
company mainly examine the economic life of the
enterprise, the higher organization, the economy of
branch production units study mainly specialists of
the enterprise and the related service divisions.

Significantly different is the InfoBase of
branch economic analysis from the information sup-
port of analysis of the enterprise as a whole. Branch
economic analysis has awider information base.

For its peformance use not only the
reporting data, but also consolidated data and even
primary documents, because in terms of production
units usually group and summarize various primary
records about availability and movement of fixed
assets, material, labor, production and so on.
Consolidated data sources of branch economic
analysis include various kinds of workshops'
reports on the costs of raw materials and fudl.

An important role in the economic analysis
also occupies among branch analysis of enterprises.
Its purpose is comparison of results achieved in
economic activity with results of other companies
or organizations, study the causes of differencesin
the use of production resources, identifying
reserves of further improvement of production
efficiency.

Objects of among branch are results of
industrial corporations, businesses, industries,
workshops, work places. At the same time
compared phenomena, processes, objects of the
same level (businesses, workshops, products), of
one content (labor, equipment, technology, organi-
zation), of one dimension (large, medium, small
enterprises), of the same parameters and indicators
(labor productivity, production capacity, produc-
tion costs).

Among branch comparisons can be general
(full) and partial (local) (Fig. 6).

In general (full) study all the work of
enterprises and their units under the general sche-
me of complex economic analysis. Is implemented
by enterprises that produce similar products, ie the
enterprises of the same industry or sub-industry.

At the loca — study a separate unit or
individual single issues (eg., use of power
equipment, working time of employess, ec.).

Conducting among branch comparative
analysis includes the following stages:

— the choice of enterprises and objects of
comparison;

— determination of the degree of compa-
rability and range of comparable indicators;

— gathering and processing of economic
information about objects, bringing indicators to
comparable type;

— comparison and analysis of indicators,
evaluation of achieved results, identification of the
causes of differences and the factors that
determined the value of the indicator;
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General (full)
comparisons

-

Among branch
comparisons

Partial (local)
comparisons

s

Fig. 6. Types of among branch comparisons

— summarizing the results of the analysis,
conclusions and suggestions to improve the
efficiency of the comparable objects, the
calculation of economic benefits from the
implementation of the proposals and the degree of
their impact on the general indicators.

At enterprises among branch comparative
analysis is performed by chief economist or
planning and economic department with the
assistance of economic and technical services.
Among method of among branch comparative
analysis is grouping of enterprises by size
producing similar products. Size of enterprises
more fully appear in indicators of volume of
production.

Depending on the purpose of analysis is
selected base of comparison. In particular, to iden-
tify the best enterprise base — a set of indicators,
the analysis which will alow comprehensively
examine the results of comparable companies,
compare them with the results of the leading
companies with prior periods.

When choosing of base of comparison to
provide comparative indicators (production
capacity, energy supply, technical equipment, etc.)
and to define indicators which need to be brought
to comparative form (productivity, production
costs, payroll fund, etc.).

During this analysis appear reasons for the
difference of the same indicators, factors which
depend and do not depend on the companies in
order to increase the objectivity of the terms of
comparison.

Most modern achievement in the field of
among branch analysis — benchmarking. This early
warning system of problems brewing. Bench-
marking is used as a tool to obtain the information
necessary to achieve and maintain competitive
advantages.

The nature of objects research asafeature
of economic analysis classification
Classification of analysis of business
enterprise by dependence on the method of objects
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research is essential for the developing methods for
their implementation. By this feature analysis is
divided into:

1) comparative (qualitative);

2) factor (quantitative);

3) diagnostic (express analysis);

4) marginal;

5) economic-mathematical;

6) function-value

7) fundamental analysis;

8) dituation analysis

1) Comparative (qualitative) analysis — a
method of research based on qudlitative
comparative characteristics and expert opinions of
phenomena and processes which they study. This
analysis is largely limited to a comparison of
reporting indicators of business enterprises with
planned indicators, reporting data of prior periods,
indicators of competitors and more. Application of
comparison to economic phenomena gives an
opportunity to make a horizontal, vertical, trending,
as well as one-dimensional and multidimensional
analysis.

2) Factor (quantitative) analysis is based on
guantitative comparisons and study of the degree of
sensitivity of economic phenomena before changes
in various factors. This analysis intended to
identify the causes of changes in effective
indicators. Types of factor analysis are represented
onFig. 7.

Single-level factor analysis is used to study
factors of only one level of subordination without
detailing on the components. In the multi-factor
analysis factors of the first level are decomposed
into components.

Retrospective factor analysis studies the
causes of what happened, for instance, why such
financial results were achieved; and perspective —
factors that are considered to be most significant
for achievement of the desired results in the future.
In practice, these two types are often intertwined,
so it is important to organize analysis for making
reasonable managerial decisions on certain issues.
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Factor
analysis

The level of
subordination

Time of
implementation

|

|
Type of
connection with
effective indicator

retrospective

|

Fig 7. Types of factor analysis

Deterministic factor analysis is used to study
the influence of factors which relationship with
effective indicator has a functional character.
Typical tasks of deterministic analysis include:
assessment of the impact of relative changes in
factors on relative change of the effective indicator;
assessment of the impact of absolute change in
certain factors on the absolute change in the
effective indicator; determining the ratio of the of
changes in the effective indicator caused by the
change of certain factor to the base value of the
effective indicator; determining the share of
absolute change of the effective indicator when
changing certain factor. Stochastic analysis
explores factors' influence in the connection of
which  effective indicator is probabilistic
(corrdation). Such analysis to some extent is a
supplement and deepening of deterministic factor
analysis. This analysis is used in the following
conditions:

— the research of factors' impact for which it
isimpossible to build a deterministic factor model;

— determination of factors influence which
are not exposed to combining in a single strictly
determined model;

— studying of the impact of complex factors
which can not be given by one quantitative
indicator.

Application of a stochastic approach is
possible only with a compulsory precondition that
complicates its implementation.

3) Diagnostic analysis — express analysis, a
method of enterprise economy state diagnostics on
the basis of typica features for the certain
economic phenomena, that is the formation of
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enterprise diagnosis by typical signs. For example,
if the rate of gross output growth passes ahead the
rate of commodity output growth, it certifies
growth of uncompleted production remains. If the
rate of commodity output growth is higher than the
rate of production sale it is a sign of overstocking.
Presence of overdue obligations, deceleration of
capital circulating, losses is indicators of probable
enterprise bankruptcy. ldentification of proper
feature enables quickly and accurately determine
the nature of violations without taking additional
action. For example, express analysis of enterprise
covers the following stages. “statements reading”;
review the report by their formal attributes; review
of accounting policy; identification of *“sick”
articles in the reporting and evaluation of their
dynamics;, acquaintance with basic indicators;
reading the explanatory notes (analytical sections
of the report); overall assessment of financial and
property state according to the balance sheet;
drawing conclusions from the analysis. Such
analysis does not require much time and its
implementation — complex calculations and a
significant amount of information.

4) Margina analysis is a method of
evaluation and substantiation of managerial
decisions efficiency in business on the basis of
reason-result interrelation study of sales scope,
prime price and profit, as well as division of
expenses on fixed and variable. With its help they
determine brake-even points of sales, price, fixed
and variable expenses, in this case financial result
will be equal zero. Optimum production level isin
an intersection of total expenses and total revenues.
This type of analysis makes it possible to manage a
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profit in business, optimize its parameters
depending on deviations in production volume, the
share of variable costs, unit prices and more.

5) By economic-mathematical analysis it's
possible to choose the most optimum variant of
economic task decision, find out backlogs of
production efficiency increase due to more
complete use of enterprise production potential
using complex mathematical tools.

6) Function-value analysis (FVA) is aresearch
of functions which are executed by an object, as wdll
as methods of their realization. Its basic target is to
find out the unnecessary functions of object and avoid
unnecessary  expenses due to liquidation of
unnecessary  details, simplification of  good
construction, replacement of materials and so on.

Function-value analysis (FVA) appeared in
40s of the last century as a result and almost
simultaneously in different countries (conducted
research of Russian constructor Y. M. Sobolev
from Perm telephone factory and American
engineer L. D. Mayls of the company General
Electric). The first development of Y. M. Sobolev
constructed using the results of FVA — node for
strengthening mikrotelefone allowed to reduce the
number of parts by 70 %, the cost of materials by
42 %, the labor capacity of production by 69 %,
and thetotal cost in 1,7 times.

L. D. Miles in 1946 first formulated the
concept of function-value analysis, defining it as
“applied philosophy of economic activity, as a
system of ways of cost savings before, during and

Development of the system of
indicators and technical and

economic norms, which are suitable

for al levels of management system

Determining theratio of economic efficiency of
production at al levels (especially at themicro
level) with the totality of the costs of animate and
materiaized labor

Tasksof FVA

Systematic monitoring of effectiveness, reliability,
duration of the use of products, paid services,
consultations and constructive recommendationsin
thefield of industrial and household usage

after their implementation”. Since then the FVA is
considered to be one of the most important
innovations in governance over the past hundred
years.

The purpose of implementing FVA is to
prevent unnecessary production costs by improving
production technology and product design, the use
of cheaper raw materials.

The essence of the FVA can be briefly
described as follows — each type of product
produced in the company in order to satisfy the
needs of customers, to perform certain functions.
Each function has its own feature, since for its
creation required materialized labor costs. These
functions can be major, minor and generaly
unnecessary.

Therefore, at the stage of manufacturing
products, using FVA, thoroughly study products,
detect unnecessary costs, eliminate unnecessary
functions of goods and thus decreasing is reached
of expenses for production. The basic requirement
is that the product in a result of FVA did not lose
its commodity form.

The main purpose of FVA is to identify and
prevent unnecessary costs due to elimination of
unnecessary components, parts; simplification of
product designs, materials substitution and more.

Principles of FVA — creative innovative
thinking, consistency, complexity, functionality of
objects’ analysis and cost on their implementation,
experience and knowledge of workers.

Themain tasks of FVA are presented on Fig. 8.

Auanoe eroueuly
pue uononpoud Jo ureyd ay)
noyBno.y) sseoo.d Juswebeuew
pue eaibojouyos) Jo uoeziuebio

Fig. 8. The main tasks of FVA
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< The main stages of FVA >

——] | e
1) information and preparatory

——] | | E————————

2) analytical and creative

WW
i

T ——] | |
3) balancing and commissioning

——] | e
4) currently-production

——] | e
5) commercial and sales

——) | | ———————

6) control and operational

MMM
A

Fig. 9. The main stages of FVA

To select the correct version of the solution
use methods: “Delphi”, PATTERN and ther
modifications (expert survey). Essence of a method
“Delphi” is that expert assessments foresee mutual
analysis of the views of various experts in the ab-
sence of direct contact between them and anony-
mity. Method Pattern is that researched problem is
divided into a number of sub problems, specific
tasks and items subject to expert evaluation, then
they are arranged in a “decision tree’, determine
coefficients of importance of each task, each
element; estimates were put forward by experts are
subject an open discussion. The disadvantage is the
lack of clarity in building a “decision tree”, lack of
clarity in the selection of experts.

The main stages of FVA are shown on Fig. 9.

Thefirst stage (information and preparatory)
begins with the selection of the object. This could
be the creation of fundamentally new product of
industrial or a household purpose or radical
reconstruction of pre-existing one. Labor capacity
in this case is the scientific research work. New
object must meet certain criteria that make it ideal
not only for now but for the future. An important
criterion is a reduction of material capacity.
Required also a choice of biologicaly clean
technology. The quality of the new product needs
to be protected by patents, licenses and so on. The
group of developers includes economists, analysts,
financiers and accountants.

The second stage (analytical and cresative)
provides a comprehensive constructive weighing of
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the idea, puts forward a large number of alternative
ideas, conducts their thorough theoretical
consideration — assessing all the “pros’ and “cons”.
Condition of this stage implementation is
multiversion of ideas.

A list of works carried out at this stage:

— formation of all possible functions of the
object of analysis and its components;

— classification and grouping of functions,
identifying major, main, supporting, unnecessary
functions of researched system and its components;

— construction of a functional model of the
object;

— analysis and evaluation of the significance
of functions;
the construction of
structural model of the object;

— analysis and evaluation of costs associated
with the implementation of theidentified functions;

— comparative analysis of features signi-
ficance and costs of their implementation to
identify areas with unreasonably high costs;

— carrying out a differentiated analysis for
each of the functiona area of reserves
concentration of economy labor and material costs;

— search for new ideas and alternatives of
more cost effective solutions;

— creative discussion of recommendations,
proposals, opinions of independent experts selected
for the method of “Dephi”, Pattern, etc .;
preliminary elaboration of proposals
formed by the creative team, their generd
systematization and by functions;

functional and
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— anaysis and formation of variants of
practical object’s implementation (product design,
technology, etc.);

— registration of materials related to the
realization of creative and analytical stage.

The third stage (balancing and commi-
ssioning) is associated with experimentation, bench
verification of fundamentally new product. After
identifying deficiencies including essential is
possible to complete or partialy repeat the 2nd
stage.

At the fourth stage (currently-production)
carry out an economic analysis of output, gross
output, product and sales, analysis of products by
the assortment (with the release of new models),
product cost analysis, profitability in general and
by type of products. At this stage, the analyst
should clearly follow the identification of
deficiencies and deviations from the standards set
by the technological requirements and standards
and must fix them strictly. Sometimes deficiencies
are so essential that the new design is back for
revision.

Fifth stage is commercial and sales. If all the
products are manufactured by the enterprise, al the
commissioning and balancing as well as currently-
production processes are under the direct contral. If
all the products are released by the union, concern,
corporation, etc., production control is necessary
and more difficult. A large number of people
involved in the discussion of “behavior” of new
products and further analysis, at the results of
which are formed the appropriate conclusions and
recommendations about the revision.

Sixth stage (operational and contral).
Required reverse contact with the consumer,
because the consumer of industrial products is the
true connoisseur of rdiability, durability, quality of
products produced, so collection of necessary
information, summarizing mass consumer opinions
become sometimes more important than the
conclusion of the most qualified expert.

Thus, the FVA is an effective tool of search
reserves to reduce costs, based on cheaper ways of
implementation of core functions while eliminating
unnecessary.

7) Fundamental analysis — a comprehensive
study of thorough nature of phenomena under
study using mathematical tools and other complex
toals.

8) Situation analysis is intended to solve
specific management problems in terms of the
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changed situation (economic, legal, political, etc.).
It requires the implementation of systematic
analytical study that would allow a comprehensive
assessment of the situation and the consequences of
decisions which was accepted, the ability to gene-
rate and analyze alternatives under uncertainty.

Conclusion

Consequently, there are many types of
economic analysis, but in practice individual
species in pure form are rare. At each levd of
management, a host of decisions are taken daily,
which are supported by various types of economic
analysis. The basis for making decisions on the
regulation of production is operational analysis,
which is characterized by the use of standard
solutions. Operational analysis is used at all levels
of management, but its share in the total volume of
managerial decisions increases as we approach it
directly to production.

For higher levels of managerial hierarchy
characterized by strategic management, associated
with planning and forecasting. As a rule a
comprehensive integrated economic analysis of
individual  associations and enterprises, a
comprehensive analysis of the economic outlook
for their development is used to solve strategic
management tasks.

None of the specific types of economic
analysis can exist without the other. Internal
analysis is closely interwoven with the external,
because the company can not exist within itself
without maintaining the connection with the
external  environment: consumers, suppliers,
financial institutions, insurance companies, etc.
Perspective analysis can not be conducted without
a retrospective analysis. Since the projected values
of the activities of enterprises are always based on
the analysis of indicators of past years.

The into branch analysis is closdly linked to
among branch, since the activities of the enterprise
largely depends on the influence of external
factors. But common in all types of economic
analysis is that they all need timey, sufficient,
complete, truthful and reliable information support.
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Abstract.The basic approaches for creation a
computer accounting informational system (KI1S-BO)
have been determined and the theoretical aspects of
designing non-automatic information base (IB) have
been found out. The main emphasis is on such a
component of ectopic 1B, as the codes of accounting
nomenclature, because the further effective exploitation
of KIS-BO depends on their rational construction. It is
shown that classification and encoding is an undivided
creation and operation element of the computer
informational base. The aim of classification and
encoding is to order and coordinate various objects,
concepts, properties or other elements of information.
The employment of codes can significantly reduce the
amount of information and the complexity of its
processing at all stages of the technological process of
automated data processing.

The method of designing codes of accounting
nomenclature is proposed and an example of this
implementation is given.

Key words. computer information accounting
system, information support, non-authomatic informa
tion base, machine information base, classification and
encoding of information.

The for mulation of the problem

Nowadays, there are a lot of options for
cregting computer accounting information systems
that can be purchased as a product in the form of a
st of software, a so-caled “by pattern” solution
(including foreign programs). Another approach is
to buy and integrate components. It is also possible
that the development of the systemistransferredto a
third side in order to reduce costs. Although the
options are considered especially for sufficiently
financially strong enterprises, on which it is possible
to build an information system on its own.
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Regardless of the variants of creation of KIS-BO,
for which specialists develop a machine-based
information base in a qualified manner, the issue of
designing a machine-based information base of such
a system remains incomplete. Mostly, KIS-BO does
not count the specifics of the company’s operating,
which will exploit this system. The most important
part of the machinetool IB are codes of the accoun-
ting nomenclature, because the encoding allows to
establish the uniformity of the representation of all
the signs, bring the information into a convenient for
computer input and processing form, etc.

Based on their own practical experience in
developing KIS-BO for budget organizations,
machine-building enterprises, exploration expediti-
ons, and others, we are deeply convinced that
accountants are the best-qualified subject area and
only they understand which codes are most
convenient for accounting and with which codes can
clearly trace the essence of accounting processes.
Therefore, the codes of accounting nomenclature for
the machine tool IB KIS-BO should be devel oped
primarily by the accountants who will operate this
system, and accordingly, the theoretica and
practical aspects of building the codes of accounting
nomenclature should be reflected in specific
methodological recommendations for employees of
the accounting services of enterprises and orga
nizations.

Analysis of the latest resear ches
and publications
It is observed a rapid implemsoftware
entation of information technology in all areas of
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the socio-economic environment. The information
accounting technology is developing specially
quickly. Nowadays, none of the accounting
workers can imagine professional activity without a
computer. A question of using informational
systems and technologies in accounting is the
subject of researches for many scholars. Firdly,
among the monographs we should highlight the
work of Zavgorodniy VP [1], which describes in
detail the methodology of designing automated
accounting, control, analysis and audit systems.
The work of Benko M.M. [2]. Ivakhnenko is very
interesting in the application of information
systems and technol ogies in accounting. He made a
number of monographs in terms of computer
auditing and internal control [3, 4]. Many scholars
cover similar issuesin articles, investigating trends
in the development of information technologies
used in accounting [5], peculiarities of the
application of computer technologies for
automation of accounting in enterprises [6], and
others. Special attention is paid to such issues in a
number of textbooks and tutorials [7-10], which is
explained to a certain extent by the fact that the
normative discipline “Information Systems and
Technologies in Accounting and Auditing” is being
studied by prospective accountants at the Bachelor
level of higher educational institutions of Ukraine.
However, a number of aspects of building a
computer accounting system are generally not
disclosed, or are mentioned too superficialy in
scientific works. Firstly this question is related to
the questions of construction of the machine-tool
information base KIS-BO and, in particular, the
design of the codes of accounting nomenclatures.
That is why there is a need od better researches in
these questions.

The purpose of the article is to develop a
methodology of accounting nomenclature codes of
non-automatic informational base KIS-BO by the
accounting workers and to show its practical
application.

The presentation of the main material

First of all, we find out the concept of
computer accounting system. Some authors [9]
interpret it as an automated information system of
accounting (AlIS-BO). One of the important places
in the information systems of enterprises takes up
the function of accounting. We note that the study
of this function is given sufficient attention in
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scientific works, for example, in [11]. For full
realization of the functions of accounting in
enterprise management and reporting, which is
provided to external users, it is necessary to collect,
register, transmit, accumulate, store and process
credentials. For the implementation of this infor-
mation process, appropriate forms of organization
of work, technical means, methods and ways of
data conversion, as well as personnd of a certain
qualification are required. All of this is an auto-
mated information system of accounting, which is
anintegral part of the enterprise’ s CIS (AIS).

A computerized or automated information
system of accounting is a system in which the
information process of accounting is automated
through the use of special methods of data
processing in which a sa& of computing,
communication and other technical means for the
purpose of obtaining and delivering the information
required by specialist accountants for the functions
of management and financial accounting are used.

KIS-BO implements certain information
technologies. For their implementation, KIS-BO
has a set of security components, in particular:
informational, technical, mathematical, software,
linguistic, organizational, technological, legal,
methodol ogical and ergonomic support.

Analyzing the purpose of the research,
primarily we are interested in the information
support KIS-BO, so we emphasize on this concept.
The organization of solving any economic task is
based on information provision (1Z), which means
a st of decisions on the volume, location and
forms of organization of information. The decision
relates to classification and coding systems, unified
documentation systems and data files. The listed
components are organized in the form of
information base — a set of ordered information
used in the operation of IP. The structure of the 1Z
isshownin Fig. 1.

Information support includes methodical and
guidance documents, classification and coding
systems and information base.

IB is subdivided into automatic and non-
automatic. 1B which includes organizational and
information documents is non-automatic. A person
can easily understand this kind of 1B without
computers. Automatic IB it is a set of data recorded
on carriers (information arrays).

The non-automatic 1B combines al the docu-
ments used in the management system, which can be
divided into two groups. organizational and infor-
mational.
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Information support

Metodical anructive
documents

The system of encoding and
classification

Informational base

Non-authomatic

Authomatic

Organizational documents

Information documens

Information arrays

Conditionally Operationa Result
Standarts constant informatin information
information
Methods of organization
and encoding - —
Design and Pricelists
technol ogica
Ingtructions for
managing documents p— Reference
Normative

Fig. 1. Structure of information support

The first group includes standards, methods
and instructions for the classification and coding of
economic information, instructions for filling and
adjusting documents. The second group contains
documentation with conditional-constant, opera-
tional (it records all operations of production and
economic activity) and the resulting information.

Conditional information is contained in the
design and technological, planning and normative
documentation, as well asin pricelists.

The rest of the documents circulating in the
enterprise  management system are operational
information (invoices, outfits, acts, accounts, €c.).
The rest of the documents circulating in the
enterprise  management system are operational

information (invoices, outfits, acts, accounts, €c.).
The results include information, tables, graphs and
charts that are obtained after solving the problem.

The machine information base KIS-BU is
designed only by specialists in the field of computer
systems. Now there are many options for the cregtion
of the CIS. Generdizing approaches to the
congtruction of the computer information systems,
which aregivenin[7, p. 254, 10, p. 237] we have the
following bases: 1) acquisition the of SIS-BO in the
form of a set of software called a turnkey solution”
(including foreign programs); 2) acquisition of
software components and therintegration; 3) the
development of a system, which is given to a third
party in order to reduce costs; 4) construction of the
information system by own forces.
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CIDs that implement accounting functions and
which are represented in the market of software
products in Ukraine, what means, that they can be
purchased “turnkey”, are widdy considered in [7,9].
CID accounting is represented by hundreds of PPPs
of different companies producing software products
and implement the main tasks of the classical sections
of accounting — accounting for fixed assds,
accounting for labor and wages, €ic.

But along with the development of a
machine information base, it is equally important
for the successful operation of the CIS and, in
particular, the KIS-BO, the development of an off-
machine 1B, in particular its component, as the
codes of accounting nomenclature.

Note that classification and encoding are an
integral part of the creation and operation of
computer 1Cs. The purpose of classification and
encoding is to streamline and reconcile various
objects, concepts, properties or other eements of
information.

The use of codes can significantly reduce the
amount of information and the complexity of its
processing at all stages of the technological process
of automated data processing.

Based on their own practical experience in
devdoping KIS-BO for budget organizations,
machine-building enterprises, and others. we are
deeply convinced that the best specidists at the
subject area are accountants and only they understand
which codes are most convenient for accounting and
by which one it is possible to see clearly the essence
of accounting processes. On our opinion, the codes of
accounting nomenclature for the machine tool 1B
K1S-BO should be devel oped by the accountants who
will operate this system. To do this, they need to have
a deeper theoretical knowledge and practical aspects
of performing such awork.

To construct a methodology for carrying out
work on the coding of accounting homenclatures,
consider the basic concepts of classification and
coding information.

Classification and encoding are two
inseparable parts of one process — the translation of
various economic information from the natural

language into the formalized language of the
computer. The basic terms and concepts of this
industry are : classification; classification system,
classification group; coding; code; code alphabet;
digit code; code length; code structure; classifier.
The content of these terms and concepts are
discussed in detail in [10, p. 63-64].

It should be noted that distinguish two basic
methods of classification — hierarchical and facet.

The choice of a particular method of
classification depends on the researching purpose
of the economic data and should be performed
taking into account the satisfaction of the
requirements of the entire complex of management
tasks.

Why do we encrypt credentials? The purpose
of encoding the economic data nomenclature is to
provide information in a compact and convenient
form. Encoding allows you to set the monaotony of
the representation of all the signs, bring the
information to a form that is convenient for input
and processing using computers. The need for
coding is due to the peculiarities of economic
information: its large volumes, high specific weight
of aphabetical information, the predominance of
logical operationsin the processing, and the growth
of volumes of information transmitted through
communication channels.

Codes facilitate the recognition of object
features and enable their control, smplify and speed
up the recording of information on any medium and
the provision of various references. The use of codes
oreetly facilitates the grouping of information, the
share of which during data processing is significant.
Without the use of the codes for this operation, it
would be significantly hampered by the large number
of objects taken into account and by their complex,
ramified classification.

The use of codes greatly facilitates the
grouping of information, the share of which during
data processing is significant. Without the use of
the codes for this operation, it would be
significantly hampered by the large number of
objects taken into account and by their complex,
ramified classification.

X_| X | X_ |

X | X | X

group subgroup

kind

Fig. 2. The example of imagine of the code structure
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Recall that the process of encoding is the
assignment of symbols to various objects of a
defined nomenclature according to the rules on the
basis of the alphabet adopted for this, and the set of
rules that assign codes to individual items of the
nomenclature, is amethod or system of coding.

Numbers, letters, symbols which are used in
code marking are called code alphabets. Codes
have a certain length (L) — the number of characters
in the code and the structure-order of the placement
of charactersin it. For example, if aset of elements
of A is systematized in 8 groups, within groups of
30 subgroups and in each subgroup of more than
100 species, then the structure of the code can be
presented as shown in Fig. 2.The length of the code
mark for this set-6 (L = 6).

Codes can be categorized according to the
number of characters, in form, depending on the
alphabet used for coding, but the most accepted
classification is based on the construction principle.
On the principle of construction distinguish serial,
serial coding systems, the system of repetition, bit
(positional) and combined coding system.Let’s
consider more detailed the essence of the ordinal,
serial, bit (positional), combined coding systems
and the system of repetition.

The order system is used to encode single-
valued, stable, and simple nomenclatures. It
involves assigning objects to digital numbersin the
sequence of their placement in the range from a
natural number of numbers without spaces. New
items of the nomenclature receive the next code
mark at the end of the systematic list, and violates
the established classification and internal order of
coded items. In addition, the classifier, built on the
order system, does not distinguish groups of
homogeneous features. So: the benefits of the
system-the ease of constructing codes, small value,
the density of records; disadvantages — it is not
expected to group objects by feature with the
advent of new objects in this nomenclature violated
accepted classification.

The serial system is intended for the coding
of similar simple nomenclatures, having
incomplete classification, for example, on two
grounds. Encoding an older character, a series of
numbers is assigned, in which al elements of the
younger sign are encoded in sequence. The size of
the series is determined taking into account the
number of elements of the younger sign and the
necessary to reserve free numbers in the event of
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expansion of the nomenclature. For new items, the
code numbers from the reserve of free numbers of
the corresponding series are assigned. Advanta-
ges — the most economical of the number of
discharges, contains the necessary reserve of free
rooms for new objects. Disadvantages — it's
difficult to set the optimal number of free numbers
and remember, the appearance of alarge number of
new positions can change the structure of the code.

The repetition system uses the letters or
numerals that directly describe the encoded abject
(eg., weight, object size, etc.) or data associated
with it, such as location, address, etc. Advantages —
easy to remember, because they express signs,
naturally and logically predetermined. Disadvan-
tages-limited use.

Discharge (position) system is used for the
coding of complex multi-valued nomenclatures:
each classification feature allocates a certain
number of digits (positions), which depends on the
number of objects in a particular classification
group. The discharging system ensures the clarity
and logic of the codes, the clear alocation of each
classification mark, the convenience for the
machine obsolete information, but, at the same
time, needs to increase the bit number of the code.
In addition, position codes are often characterized
by complexity of construction, large length and
insufficient flexibility in the case of their structural
formation. By the bit coding system, the reserve of
free numbers is determined by the very structure of
the code. The advantage of bit-code is the clear
alocation of each classification mark.

For the coding of large, multi-valued
nomenclatures, which are characterized by the
subordination and independence of individual
classification features, use a combined system
based on various combinations of coding principles
for al systems under consideration. Combined
codes, clear and logical in design, have the most
rigorous structure, sufficient flexibility, they can be
used for both hierarchical and multi-dimensional
nomenclature.

Acquainted with the basic terms and
concepts of classification and coding and based on
the practical experience of conducting similar
works, we will offer a method for constructing
codes of accounting nomenclature. To design the
codes an accountant is advisable to perform certain
work in the following sequence:

1) determine the nomenclature of coded
features;
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2) make lists (filing cards) of the names of
objects of each classification group;

3) systematize each nomenclature taking into
account the accepted classification system;

4) choose the most rigorous coding system,
that is, determine the rules for writing the code;

5) assign to each edement of
nomenclature a code mark (code);

6) finalize the encoded nomenclature in the
form of special code books (coders).

First of all, it is necessary to study the
features, determine the nomenclature of coded
objects, its dynamism, depth of classification.

The coding system is chosen on the basis of
constructing  various possible options and
evaluating their effectiveness. After choosing a
coding system, there is a need to collect and
prepare the input data necessary for the direct
compilation of a systematic summary of the names
of classification groups and individual elements of
the nomenclature, as well as their code markings.

Simultaneously with the direct compilation,
coders develop their management system, intended
to update codifiers, their centralized adjustment
with the accumulation of information about
changes, as well as for the prompt notification of
users about the additions and changes made.

The compiled classifiers are experimentally
tested, determining their correctness, adaptability
to the solution of specific control problems in the
conditions of machine data processing; At the same
timeit is possible to identify certain disadvantages,
which are eiminated, making the appropriate
adjustments. After approbation and adjustment, the
classifiers are approved and put into action.

Apply the proposed coding technique for a
specific example. Perhaps there was a need to
encode units of measurement of material values.
Accountant, based on primary documents to
individual, writes a card (preferably heavy paper)
the names of all available units of property (full
title units, abbreviated, etc.). Let it be the following
units of measurement: hryvnia, pennies; kilometer;
ton; thing; shares of cents; centimeter; square
kilometer; hundredweight; bottle; cubic kilometer;
square meter; kilogram; decimetre,  square
decimeter; cubic meter; gram; roll; square
centimeter; milligram; bundle, cubic decimeter;
box; cubic centimeter.

In the future it is necessary to systematize
units of measurement. After expanding the cards

the
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with the written names of units of measurement of
material values in groups (by type of units of
measurement), we get the following result:

cost — hryvnia, penny, shares of cents;

length — kilometer, centimeter, decimeter;

Square — square kilometer, meter, decimeter,
centimeter;

volume - liter, cubic kilometer, meter,
decimeter, centimeter;

mass —ton, centner, kilogram, gram, milligram;

natural — a piece, a bottle, a roll, a pack, a
box.

It raises the question of choosing the most
rigorous coding system for units of measurement,
that is, determining the rules for writing their code,
so that by applying the coding method to each
element of the nomenclature (units of measurement
in this case) eventually assign a code mark (code)
and finally issue coded nomenclature in the form of
special code books (codifiers).

Knowing the advantages and disadvantages of
different coding systems, given above, we encode
units of measurement for order, serial and bit sys-
tems. Theresults will be presented in tabular form.

In order to sdect the final version of the
coding, we analyze the results obtained according
to different criteria of the effectiveness of
constructing the code of units of measurement of
material values, in particular: the small length of
the code (the probability of occurrence of errors
decreases when the code is entered into the
computer); record density; possibility of grouping
on a certain sign; the possibility of assigning codes
to new nomenclatures without breaking the code
structure, etc.

By the ordind coding system, we assigned the
ordinal numbers of each unit of measurement (see
Table 1), based on the rules for constructing such
codes. The last ordinal code of the unit of
measurement is 25. The length of the code in this case
is two digits. The advantages of this encoding system
are the ease of congtructing codes, the small size, the
density of records. Disadvantages — the grouping of
objects is not foreseen; with the appearance of new
objects of this nomenclature breaks the accepted
classification, that is, if a new unit of measurement,
for example a mile, appears, then it assigns the next
free serial number — 26. Since the mile will no longer
be in the group of units of length, it is difficult to
group by, for example the type of unit of
measurement “length”, etc.
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Codes of measurement units for different coding systems

Name of the type and unit of measurement of Unit of measurement code

material value ordina serid bit
Quantitative 01-06 10
Ghruvnia 01 01 11
kopeck 02 02 12
shares of kopeck 03 03 reserve 04-06 13
Lenght 07-12 20
kilometr 04 07 21
centimetr 05 08 22
decimetr 06 09 reservelQ-12 23
Square 13-20 30
square kilometr 07 13 31
square meter 08 14 32
square decemetr 09 15 33
square centimetr 10 16 17 reserve-20 34
Volume 21-29 40
liter 11 21 41
cubic kilometr 12 22 42
cubic meter 13 23 43
cubic decemetr 14 24 44
cubic centimetr 15 25 reserve 26-29 45
Weight 30-39 50
ton 16 30 51
centner 17 31 52
kilograms 18 32 53
grams 19 33 54
milligram 20 34 reserve 35-39 55
Natural 40-49 60
piece 21 40 61
bottle 22 41 62
rall 23 42 63
packet 24 43 64
box 25 44 reserved5-49 65

Let's code units of measurement by serial
coding system. For our example, for each type of
measurement unit, let's take a series of numbers,
taking into account the existing number of units of
measurement within each species, and we will
necessarily leave the reserve of free numbers for new
units of measurement of this type (in case of such
appearance). Thereserveis difficult to determing, itis
established, based on practical experience, real
economic and trade relations of the enterprise, ec.
The advantage: it is the most economical system by
the number of discharges, contains the necessary
reserve of free numbersfor new objects.

Disadvantages — it is difficult to establish and
remember the optimal amount of free numbers. The
appearance of a large amount of new pasitions can
change the gtructure of the code. So, we do not know
how many new units of measurement may appeer.
Units, which are left for this kind of unit of
measurement of free numbers, are sometimes not
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enough. For example among the cost units of
measurement  will appear such cost units of
measurement, as the euro, the dallar, yuan, yen. The
unit value, the yen, will no longer have the free
reserved codein the“cost” group, sincetheremaining
codes are assigned to the euro, the dollar and the
yuan. It will break the classfication. If you leave a
large resarve of free numbes for each type of
measurement unit (for example, 10000), then the
value of the code will increasse (the code length for
our example will be 5 symbols), which will increase
the likdihood of an error occurring during the st of
information.

By the bit coding system, the reserve of free
numbers is determined by the structure of the code.
Since we have six types of measurement units, and
within each of the types there are no more than five
actua units of measurement, so for our example, the
structure of the code of the units of measurement will
beasfollows:
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e
I

The unit of measurement
inside the species

For types of measurement units, one digit is
assigned and one digit for the actual measurement
units. Therefore, we can encode nine types of
measurement units (volume, weight, naturd, ec.) and
nine other actual units of measurement inside each
gpecies. You can leave two digits for the units of
measurement (99 positions), and the code will be
three-digit. If necessary (there are more than ten types
of measurement units) the length of the code will
have four digits. It al depends on a degp and
comprehensive analysis of the work of a particular
company, analysis of partner relationships, ec. For
our example, the construction of the code of
measurement  units by the bit coding system is
optimal from the positions of machine processing
information (grouping information, sampling, &c.).

The advantage of bit-code is the clear
allocation of each classification feature. After making
a final decision regarding the encoding of units of
measurement of material values, the cards display the
designed code symbals (codes) and ultimately, based
on such cards, codebooks (coders) are compiled
mostly in dectronic form. Again, we note that
accountants who will use KIS-BO will build such
codes the best, since they only have deep knowledge
of accounting nomenklatura. Of course, they may
need help from specialists of KIS-BO developers or
firms that bind existing market-based accounting
software products to specific terms of use But such
assistance will only concern information about length,
type, format, etc. characteristics of the requisites
programmed in the system in the structure of the
array records of the machine information base This
will allow the accountant to determine the maximum
possible length of the relevant codes of accounting
nomenclature, which he will develop for the on-
machine information center KIS-BO acquired by the
enterprise in the market of software products for
further exploitation.

Conclusions and per spectives of further research

Consequently, the codes of accounting
nomenclature, as one of the components of the
machinetool information base KIS-BO, should
primarily develop accountants who will operate this
system. Using the coding method proposed in the
article and having a thorough knowledge of the
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accounting processes of an enterprise only the
accountant can design effective codes of accounting
nomenclatures. That will allow to establish the
uniformity of representation of al signs, to bring
information into a form convenient for input and
processing by means of computers, will be the most
rational the point of view of their construction, etc.

The subject of further research is the creation
of a methodology for designing primary accounting
documents that would correspond to the form of
congtruction of the requirements for automated
processing of information as an important component
of the off-vehicle information base KIS-BO.
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Formulation of the problem

The crypto currency, in comparison with
other monetary instruments of the financial market,
has certain advantages and disadvantages, which
are caused by its virtuality, methods of emission,
circulation and accounting. The problematic issues
today include the question of assessing the
potential of the positive and negative impact of
crypto currencies and their technologies on
financial markets.

Analysis of recent resear ch and publications

Since the emergence of the first crypto
currency in the financial market, this phenomenon
has attracted the attention of many scholars and
institutional establishments, in particular banking
ones. The analytical research on the crypto
currency essence conducted by the European
Banking Authority [1] and the European Central
Bank [2] is worth noting. In the latest research, this
virtual currency is defined as a digita
representation of value, not issued by a central
bank, credit institution or e-money institution,
which in some circumstances can be used as an
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alternative to money. [2, p. 4]. A lot of scientific
works of Ukrainian and foreign scientists, in
particular of T. Kovalchuk and K. Polyvoda are
devoted to the urgent problems of the creation and
use of crypto currencies, in particular their impact
on financial markets, who, based on the analysis of
the formation and strengthening of the crypto
currency, argue that the digital currency is a virtual
source of fictitious capital [3]; V. Dostov, V. Kuz-
nietsov, P. Shust, who regard the electronic money
primarily as an instrument for optimizing payment
transactions [4]; O. Lobachova and V. Rodionova,
who carried out the analysis of innovations,
including virtual currencies, and their influence on
the development of payment systems [5];
V. Lukianov, who maintains that crypto currencies
are infographic-monetary symbols, quasi-sub-
stitutes of paper money [6]; H. Kartcheva, V. Ka-
vetskyi, R. Lernatovych and S. Nikitchuk, who
carried out the research on the peculiarities of the
development of virtual currencies and underlying
blockchain-technologies, their  disadvantages,
prospects and influence on the financial system [7;
8]; S. Volosovych, whose research subject was the
substantiation of development prospects of the
crypto currency sphere[9] and other scholars.

The pur pose of theresear ch

The purpose of the article is to analyze the
influence of the crypto currency on financial
markets, in particular, to identify the factors that
may have a destabilizing effect on these markets.
The purpose is to implement the following main
tasks: to detect the main differences between the
crypto currency and fiat and electronic money; to
carry out the classification of the crypto currency
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on the grounds inherent in traditional money; to
analyze the main advantages and disadvantages of
the crypto currency; to predict the impact of crypto
currency threats (destabilizing factors) on financial
markets.

Material and results

The financial market is a system of
economic and legal relations connected with the
issue (emission), purchase and sale and circulation
of financial instruments, the essence of which is
legal requirements of their owners for the future
receipt of certain monetary income. The
combination of financial instruments (various types
of a market financial product monetary
obligations, a currency, securities, options, futures,
loan agreements, insurance policies, preci-
ous metals, etc.) owned by alegal or physical entity

ensures the formation and use of ther asses.
Because of this, the terms “financial instruments”
and “financial assets’ are often identified, although
the first concept in terms of its economic content is
somewhat broader, since assets are only those
means that bring their owners real income. There
are a lot of classification features of financial
instruments, in particular: the nature of financial
obligations; priority significance; the term of
financial instrument circulation in the market; the
guarantee of a profitability level; the level of
regulation; the level of risks; market globality and
other features. According to the types of financial
markets, financial instruments are divided into
instruments of the currency, credit, stock, insurance
markets and precious metals market (see Table 1)
[10, p. 296-297, 649-650].

Table 1

Types of financial markets and financial instrumentsinherent in them

Types of financial markets

Types of financial instruments

Foreign currency, account documents in the foreign

Currency market currency, certain types of securities servicing this market
Monetary market Money and account documents of the monetary market
Stock market Securities and derivatives

Insurance market Insurance and reinsurance services

Precious metals market

Precious metals (gold, silver and individual metals of
iridio-platinum group-payer, palladium, iridium, osmium and
others), which form part of stat€' s currency reserves

It can be concluded from the information
given in Table 1 that each of the financial markets
and each of the financial instruments (types of a
market financial product) has a common feature —
monetary measurement or monetary value.
Therefore, the financial market is directly related to
money circulation and money (currency) has a
significant impact on its functioning.

In the process of evolutionary development,
money has passed three most important stages:

commaodity money that was related to barter
exchange,

full value money when mostly gold or silver
ingots or coins played the role of money;

fiat (fiduciary, loan or fiat) money, the
nominal value of which is determined, established
and guaranteed by the state, and this value does not
depend on the cost of the metal from which it is
made. Today, most paper money is fiat, which is
not secured money (has nothing but trust to the
state).
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Thekind of fiat money is electronic money —
a conventional name of the money used in
electronic banking services. Electronic money
circulates without using paper (banknotes) or metal
(coins) bearers, but through the introduction of
computer technology and modern information
systems into the payment sphere. The main
advantages of electronic money for remote
payments are. convenience for online stores and
providers, since payments are made practically
instantly; competitiveness over banking, and,
moreover, a postal transfer; alow risk of settlement
transactions; adaptability to the remote nature of
payments. Due to this, dectronic money is
characterized as a framework technology, which
“provides necessary flexibility in the process of
meeting the needs of customers and gives
additional competitive advantages in comparison
with cash” [4, p. 11]. Electronic money is an
economical, convenient and progressive bearer of
monetary functions, which significantly accelerates
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cashless payments and is an instrument for
optimizing payment transactions. The main feature
of electronic money isthat it is used, as regulated by
the normative documents of the international
financial institutions (the World Bank, the European
Central Bank, the Bank for International
Settlements, etc.), not by central banks, but by
gpecial lending institutions (banks or authorized
financial institutions) within the limits of a certain
amount of traditional (fiat) money previously
received from the owner, which serves as a guaran-
tee of the issued estimated amount [10, p. 153].

At the beginning of the third millennium, a
new financial phenomenon, called Bitcoin (from
English Bitcoin, combining two terms. bit — a
minimum unit of the computer memory and coin —
a coin), emerged unexpectedly on the financial
market for its stakeholders. Bitcoiniis:

firstly, a decentralized payment system, for
the protection and operation of which
cryptographic algorithms are used. In this system,
transaction accounting is carried out with the help
of the same name the crypto currency “Bitcoin”
and the same protocol of data transfer. The system
allows making payments without intermediaries —
banks and other payment systems. The concept of
this system, in the form of a file describing the
protocol and principles of work, was promulgated
in 2008 by the so-called Satoshi Nakamoto, whose
personality is still not established (perhaps a group
of people under the pseudonym). The main feature
of the Bitcoin payment system is its complete
decentralization, that is, the absence of a central
administrator or any of its counterparts. An
electronic payment in this system isirreversible, as
there is no mechanism for cancelling a confirmed
transaction or forcing a currency withdrawal. No
one can block (arrest) money even temporarily,
except for the owner himself;

secondly, a monetary unit of the virtual
(digital) currency used in the Bitcoin payment
system. The code of this currency is generated by
the corresponding formula as a result of complex
mathematical calculations using computers. The
number of possible Bitcoins is registered in the
program code, and is limited (21 million coins).
The additional issue of the currency is impossible.
This is an advantage of Bitcoin over official world
currencies, whose new emissions can be caused by
their depreciation and inflation. The Bitcoin rate is
determined by the ratio of demand and supply. For
the abbreviated symbol of Bitcoin, the Latin letters
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BTC are used. The Bitcoin graphic symbol “B” is
included in the Unicode version 10.0. The
American company “Casascius Bitcoin Mint” in
2011 began the issue of metal Bitcoin coins of
various denominations. Such coins are in fact
“autonomous wallets’, which indicate the Bitcoin
address, and their secret key is hidden under a one-
time hologram.

Later on, this financial phenomenon was
called the crypto currency. The emergence of this
term is associated with the publication of the article
about the Bitcoin payment system “Cripto
currency” (“ Cryptographic currency”) in the Forbes
journal in 2011. The anonymous developer himself
(or developers themselves) of the Bitcoin payment
system and the same crypto-currency, like many
other authors, used the term “ electronic cash” (BrE.
Electronic cash). Currently, today’s crypto-
currency is a virtual (digital) currency, the issue
and accounting of which are based on asymmetric
encryption and  application  of  various
cryptographic (i.e., secret, hidden) methods of
protection. A cryptographic unit (coin) is a code
generated as a result of complex mathematical
calculations. The coin is protected against
counterfeiting because it contains encrypted
information that cannot be copied. The crypto
currency is different from traditional (fiat) money
in that in order for the latter to appear in an
electronic account, it must first be deposited to this
account in real implementation, for example,
through a bank or a payment terminal. The crypto
currency is emitted directly in the network, and it is
not related to any traditional currency or the
national currency system. The main crypto
currencies have a limited total emission. The key
feature of the crypto currency is the absence of any
internal or external administrator. Therefore, banks,
tax, judicial and other public or private bodies
cannot influence the transactions of stakeholders of
the payment system of such a currency. The crypto
currency transfer is irreversible — nobody can
cancel, block, appeal or forcedly (without a private
key) make a transaction. However, the parties of
agreements may voluntarily temporarily and
mutually block their crypto currencies as a pledge
or decide that the completion or cancellation of the
transaction requires the consent of all the parties.
Anyone can receive the crypto currency from the
network (this procedure is called mining). This
needs only computer equipment of the required
power and special software. The basis of all crypto
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currencies is complex calculation of certain
functions that can be easily verified by reverse
mathematical actions, for example, the calculation
of large prime numbers. In the process of mining,
the computing device solves algorithms whose
complexity is constantly increasing, and having
solved, extracts a coin — a set of encrypted
information. The proof of coin availability on the
network is a blockchain — a kind of account
(profile). The extraction of each new crypto
currency unit is more difficult than the previous
one, as the calculation process becomes more
complicated. In addition, such a calculation
involves the cost of a certain amount of electricity
and computer time. The crypto currency is kept
decentralized, i.e. it is distributed by electronic
crypto wallets of theusers[11; 12; 13; 14; 15].

The classic characteristics that distinguish
the crypto currency from fiat and electronic money
are as follows: the use of a pseudonym (Bitcoin-
address); their extraction (mining) with the help of
a computer; issue independent of the central bank;
the democratic nature of a cryptosystem; displaying
each transaction in an open database, which cannot
be changed; minimum payment for a transaction; a
high transaction speed; data retrieval, that is, the
direction of computer capabilities to search for one
of the millions of possible combinations of the only
correct code, after which the owner obtains a
crypto currency [8, p. 112].

Two centuries after the start of North
American golden fevers (the end of the 18" century
— the beginning of the 19" century), characterized
by unorganized gold mining mainly in the artisanal
way in newly discovered deposits, the world was
gripped by the crypto currency fever, with its
massive unorganized extraction (mining) of coins.
The number of crypto currencies is constantly
increasing. As of the beginning of 2018 (that is, 10
years after the emergence of the first virtual
currency Bitcoin), the number of crypto
currencies was about 2,500 kinds. Thetotal volume
of the crypto currency market as of 01.01.2018
amounted to 612.9 billion dollars. In 2017, the
market capitalization of the crypto currency grew
by 34.6 (!) times. The share of each individual
crypto currency in the total volume varies
significantly. The first place in this list is occupied
by Bitcoin — 236.7 billion (38.6 %). The volume of
the next five crypto currencies amounts totally to
236.0 hillion (38.5%) in the volume of their
market, namely: Ripple — 88.9 billion (14.5 %);
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Ethereum — 73.1 hillion (11.9 %); Bitcoin cash —
42.8 billion (7.0%); Cadano — 18.6 billion
(3.0 %); Litecoin —12.6 billion (2.1 %). All therest
of the crypto currencies own only 22.9 % of the
market [16].

The classification of the crypto currency is
givenin Table 2.

Concerning convertibility, it is accepted to
distinguish two main types of the crypto currency —
a convertible (open) and inconvertible (closed)
virtual currency. The essence of this classification
feature is a chance to convert the crypto currency
into fiat money and vice versa. This convertibility
is not guaranteed by any legidation, therefore, does
not mean its official convertibility. By the
exchange rate, crypto currencies are divided into
currencies with a floating rate determined by the
market currency demand and supply, and with a
fixed rate set by the administrator in terms of afiat
currency or other valuables (precious metals). By
centralization, crypto currencies are distinguished
as centralized and decentralized. Centralized ones
are emitted by the central administrator who
simultaneously controls the system, establishes
rules for the use of currencies, maintains a
centralized payment register and can remove the
currency from circulation. All inconvertible crypto
currencies are centralized, while convertible ones
are divided into centralized and decentralized [7, p.
25-26]. Another feature of the classification is
emission limit level — the emission of a certain
crypto currency is limited to a certain amount of
coins, whereas others do not have such restrictions
[3, p. 5].

The features of the crypto currency cause its
advantages and disadvantages in comparison with
traditional currencies. These aspects of the
functioning of the crypto currency are considered
in the works of [5; 7; 8] and others. S. Volosovych
in [9] carried out a SWOT analysis of virtual
currency schemes, on the basis of which he
concludes that this currency has its advantages,
disadvantages, opportunities and threats of
functioning. However, in the authors' opinion, to
assess the role and prospects for the further
development of such a virtual phenomenon as the
crypto currency can be only through the prism of
itsimpact on financial markets.

The potential of the positive impact of crypto
currencies, their technologies and instruments on
financial marketsis dueto the following:
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Table 2

Classification of crypto currencies

Classification feature

Types of crypto currencies

» convertible (open);

Convertibility « inconvertible (closed)
Exchengerate ith afixel Schengo e
Centralization ﬁgﬁgﬁw

Emission limit level IL;rT::r?ﬂed

Devel oped by the authors due to the information provided in [ 7, p. 25-26] and [3, p. 5].

a cheap, easy and fast way to make payments
around the world is inherent in crypto currencies,
which with some adaptation can be used in existing
money transfer systems. Not without reason, the
central banks of individual states (in particular, the
Bank of England and the People's Bank of China)
are investigating, analyzing and beginning to
introduce new financial technologies, first of all,
the “blockchain” technology — the main platform
for crypto currency circulation, as well as non-
standard tools used in these technologies [17, p. 14]
Since the need to improve the innovative tools of
the national payment system is obvious, the chance
of introducing the electronic hryvnia based on the
“blockchain” technology, which allows creating a
fundamentally new infrastructure of financial
services, is also considered by the National Bank of
Ukraine,

in connection with the fact that the emission
limit level of many popular crypto currencies is
restricced by the cryptographic method (for
example, Bitcoin and Namecoin — 21 million coins,
Litecoin — 84 million, Feathercoin — 336 million,
Freicoin — 100 million coins, etc. [3, p. 6-7], their
money supply is protected from unwarranted
growth, therefore such crypto currencies are not
characterized by therisk of inflation;

the exchange rate of crypto currencies, in
connection with the decentralization of their
functioning (independence of banking regulators),
is formed solely on the basis of demand for them
and their supply;

the stakeholders of the crypto currency
market are rapidly forming its infrastructure —
organize crypto exchanges that allow exchanging in
real-time one crypto currency for another or for fiat
money, install cryptomats (analogs of banking
terminals in which one can buy a crypto currency for
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cash) and other e ements of infrastructure that allow
buying and sdlling goods, buying a crypto currency,
paying taxes and dividends, etc. For example, in
autumn 2017 in Ukraine, where the legal status of
the crypto currency is not defined, the first Bitcoin
cryptomats were installed (6 in Kyiv and 2 in
Kharkiv). It is expected that after testing these
machines, their number will increaseto 150.

Other benefits of the crypto currency include
high adaptability to the financial environment, a
free access to virtual currency schemes and
anonymity of transactions. All these advantages
provide potential opportunities for crypto
currencies, namely: high innovation potential,
financial inclusiveness (i.e. an access to financial
services) and competition to traditional banking
business[3, p. 26].

At the same time, crypto currencies are also
characterized by significant drawbacks that are
considered to be threats (destabilizing factors) to
financial markets. There are at least six such basic
threats (see Figure).

The main threat of crypto currencies to
financial markets is that they, as a product of
computer programming, are not subject to legislative
regulation both in individual states and in the global
dectronic payment system. Monetary regulators
today lack real opportunities to effectively influence
virtual sources of the crypto currency formation. As
V. Lukianov notes. “If intergovernmental
associations and state central banks (in Ukraine, the
National Bank of Ukraing) have a prudential
influence on the devdopment of the dectronic
money, the processes of creation and issue of crypto
currencies are ill completely spontaneous and
decentralized” [6, p. 439]. A virtua and
uncontrolled crypto currency can become a major
destabilizing factor in financial markets.
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Absence of any regulation by
monetary regulators

Limited monetary
functions

Unpredictability of
currency
exchangerates

A

FACTORS OF
DESTABILIZATION

y

Extremely large number
of heterogeneous types
of crypto currencies

Technical
factors

Chance to be used by criminal
and terrorist organizations

Main factors of the crypto currency — destabilizers of financial markets

The crypto-currency is characterized by the
limitation of monetary functions, that is, the main
features of the concrete manifestation of the essence
of money. Money, in accordance with the classical
theory, serves as a measure of value, a means of
circulation, a means of treasure formation, a means
of payment and world money. In the modern
neoclassical theory, there are three functions of
money — a measure of accounting, a means of
accounting, a means of preserving value
(accumulation) [17, p. 49]. Scientists, in particular
the authors of the article [5], bdieve that the crypto
currency is not money in the usual sense of its
functions, it only “performs the functions of
sarvicing the processes of moving funds’ as an
instrument of “tracking transactions, settlement and
payment transactions and exchange transactions in
the channds of national money and world
currencies’ [5, p. 7]. In the joint statement of the
financial regulators of Ukraine (the National Bank
of Ukraine, the National Commission on Securities
and Financial Market, the National Commission for
Regulation in the fidd of financial services) of
30.11.2017, it is argued that “the complex nature of
crypto currencies does not alow them to be
recognized as either money funds, or currencies, or
means of payment of another state, or currency
value, or eectronic money, or securities, or money
surrogate’ [19].

The number of different crypto currencies, as
adready mentioned above, is extremdy large

Proceeding from the dynamics of their number in
recent years, it can be predicted that by the end of
2018 or at the very beginning of next year the
number of crypto currencies will exceed the figure
of 3,000. If to compare the number of crypto
currencies (national and regional), as of the
beginning of 2018 the number of the latter was
dlightly lower than 160, and crypto currencies —
about 2,500, that is almost 16 times more. In
addition, it is necessary to take into account the fact
that crypto currencies differ alot from each other, in
particular: ther issuers and emission process,
methods of protection; software products that enable
working with them, first of al — mining;
convertibility; an exchange rate; emission limit level
or its absence; other characteristics.

Practically unpredictable, and therefore very
unexpected, very dynamic and powerful fluctuations
in the rates of many crypto currencies (especially
those in high demand) make them an unreliable and
extremdy risky financial instrument both for
investing and speculative financial transactions. The
authors absolutdly agree with the scientists [3, p. 7],
who argue that “the definition of the rate of crypto
currencies is not subject to any logic and mathe-
matical calculations’. As an example, the authors
suggest considering the dynamics (relative to the US
dallar) of thefirst most popular and most capitalized
crypto currency, also called digital gold, — Bitcoin.
The history of Bitcoin since its emergence in 2008
has undergone a huge number of ups and downs.
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During the first three years of its existence in the
crypto currency market the Bitcoin rate against the
US dollar did not exceed one dollar. 2011 was the
first year of the instability of the Bitcoin exchange
rate. During this year, its value increased from 1 to
91 US dollars, and then began its rapid fall.
However, in February 2013, there was a tendency to
increase, and in a few weeks the Bitcoin rate rose to
$ 266, and after November 23, its value rose to an
unprecedented mark — $ 1,242 Between the
beginning of 2014 and the end of 2015 there was a
tendency to decrease the Bitcoin rate (average
balancing at the mark of $ 370 per Bitcoin), after
which in the early 2016 a stegp drop of up to $ 50
per Bitcoin was recorded. During the May of that
year, the cost of this crypto currency grew rapidly,
reaching the mark of $ 600 at the end of the month.
In the December of that year, another record of the
Bitcoin rate was broken — $ 1,000. 2017 became the
year of record growth of the Bitcoin rate, which in
July of that year was aready $ 2,900, at the
beginning of November, $ 7,450, and in the middle
of December approached $ 19,000. Thus, in 2016
and 2017, the growth the Bitcoin rate approached
2,000 per cent per year. Anyone who understands
even a bit in economic processes should come to the
conclusion that such incomes are not gained without
reason. Therefore, one should not rgect the thoughts
of those scholars and businessmen who argue that
the crypto currency is a financial pyramid, because
of its high volatility, a soap bubble that is going to
burst sooner or later. Carefully analyzing the Bitcoin
dynamics schedule in the second half of 2017 and
the early 2018, one can observe the following
regularity: the growth of the rate to a certain levd,
consolidation at thisleve, and in the future— a sharp
fall in the exchangerate. It seems that thisis donein
order for the most experienced market stakeholders
to be able to buy a certain number of Bitcoins at a
low price, and after the Bitcoin rateis in the high, it
is profitable to sdl [20; 21; 22]. Price stability is not
inherent in other crypto currencies, especially those
that are in demand in the market. The rate of crypto
currencies may be influenced by those crypto market
stakehol ders who own a large share of one or more
such currencies, artificially manipulating the
demand for them or their offer. This causes their
unreiability as an investment toal.

Another destabilizing factor of crypto
currencies for financial markets is atechnical factor,
which is caused by:
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firstly, the need for technical preconditions
for the organization of crypto currency circulation,
namely: computer equipment of appropriate
capacity, highly skilled computer experts, an access
to the Internet network and the availability of
necessary computer software;

and, secondly, technical risks that may be
related to a computer malfunction, in particular its
hard disk, a hacker attack, a theft or hacking of a
personal computer, which may result in loss of real
money.

And, in theend, crypto currencies can be used
by criminal and terrorist organizations to implement
various types of fraudulent financial schemes and
money laundering, that is, the legalization of funds
received by illegal (criminal) ways — income from
the shadow business, from the manufacture and sale
of weapons, drugs and money counterfeit, aswell as
for the financing of terrorit groups and the
committing terrorist acts.

Each of these factors is a definite threat to
financial markets. Despite a large number of crypto
currencies and their high level of capitalization, the
impact of the crypto currency market on financial
markets today is insignificant, since their share in
monetary circulation does not exceed severa
percent. However, this share is gradually going up,
which may increase the destabilizing effect of the
crypto currency on financial markets. Therefore,
every stakeholder of financial markets should take
into account the possible negative impact of the
crypto currency market on economic processes, and
every country, in the person of its financial
regulator, must determine its policy on crypto
currencies and a model for regulating their market.
There may be several such modes: repressive —
involves the prohibition of crypto currencies;
expected — the prohibition on crypto currency
operationsis absent, but there are limitations on their
implementation; conservative — based on the
licensing and application of instruments for
regulating crypto currency transactions; liberal —
official recognition of crypto currencies and
transactions with them [9].

Conclusions
The crypto currency, as an dectronic-digital
product of computer origin, which is activey
winning the global financial market, is a virtual
financial phenomenon, a source of fictitious capital.
The growth speed of the number of crypto
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currencies, the number of their types and the rates of
their capitalization is rapid, and market rates —
unpredictable. Crypto currencies, in view of their
technologies and instruments, can have a positive
effect on financial markets. At the same time,
excessive negative risks can significantly exceed the
potential of the positive impact. These risks are
global, since the circulation of crypto currencies has
no borders, and will increase with the growth of the
share of the crypto currency circulation. Ukraine, in
which the crypto currency market with its positive
and negative factors of influence increases from year
to year, should determine the modd of this market
regulation, legislatively approve of the official
institute of such regulation, in particular, the
processes of emission, mining and circulation of the
crypto currency, and its functions, and also predict
and develop the mechanisms of influence (state
regulation) in the market of virtual currencies.
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DETERMINING THE EFFICIENCY OF THE FINANCIAL
OUTSOURCING USE BY AN ENTERPRISE-CUSTOMER

Abstract. The article disclosed the essence of the
financial outsourcing and its place in the outsourcing
activity system of an enterprise-customer. It is
determined that financial outsourcing can be considered
as one of the subspecies of management processes
outsourcing. The delegation of financial functions to the
third-party organization has a number of advantages, but
this is also rather risky considering the importance of
such a function qualitative performing. That is why the
determination of financial outsourcing efficiency is an
important task. So it is proposed to use a complex of
indicators, as it would enable consideration of al
peculiarities of this activity. To determine the result of
delegating the financial functions to outsourcer, one
should firgt of all estimate the cost efficiency of such an
activity. It is also important to compare rate of growth in
profits and income before and after outsourcing
implementation. We should mention that different
functions, which are being delegated to the third-party,
influence on different sides of enterprise-customer
activity, so the system of indicators is being determined
and the main of them have been calculated by the
example of domestic enterprises.

Key words. outsourcing, financial outsourcing,
outsourcing activity, outsourcing cost efficiency,
indicators of outsourcing efficiency.

Problem statement
Outsourcing use at the Ukrainian enterprises
became a prerequisite for their activities optimi-
zation. Modern economic conditions stipulate for
the necessity of cost reduction and the certain
functions duration shortening with the preservation
of the required quality level of products and
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services that are provided to the consumer. One of
the outsourcing types, which is being actively
implemented by the domestic and foreign
enterprises today is the financial outsourcing. So
the evaluation of this type of outsourcing use
efficiency by the enterprise-customer is an
important task in order to avoid unpredictable
financial consequences, in particular, the situation,
when delegation of some functions to outsourcer is
ineffective.

Relevance of the selected topic

In the domestic economy conditions, the
financial outsourcing use sometimes is riskier
comparing with another types of outsourcing, since
in this case the information about financial and
accounting calculations is being transmitted. So the
formation of mechanism for determining the
efficiency of some financial functions delegation to
the third-party organization is urgent.

Analysis of the recent resear ches
and publications

The investigation of the essence and
evaluation features of the financial outsourcing use
have been realized by many scientists, such as
O. Lohvinova, A. Isavnin, V. Kosmina, O. Kalen-
dzhian, L. Omelchenko, O. Laktyonova, N. Mandra
and others. However, in the studies of both native
and foreign scientists only the certain aspect of
outsourcing efficiency determination is very often
considered, and consequently the comprehensive
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approach, which would reckon al the peculiarities
of this activity, is absent.

Purpose and tasks
The aim of the article is to develop a
comprehensive approach for determining the
efficiency of financial outsourcing use by the
domestic enterprises-customers.

Exposition of the main resear ch material
and the results obtained

Generally outsourcing is an instrument of the
enterprise production and economic activities
management, which provides for the delegation to
the third-party organization of a part of both
secondary and main functions on the basis of the
established contract and for a certain fee it
gtipulates for the entrepreneuria activities
optimization and in some cases, for the additional
involvement of employees, and is directed on the
activities competitiveness increasing. So we may
conclude that the financial outsourcing is one of the
outsourcing types, which provides for the
realization of financial functions by the third-party
organization or the involved external employee in
accordance with the established contract and for a
certain fee. Interconnection and a place of the
financial outsourcing in the enterprise outsourcing
activitiesin general isshownin Fig. 1.

Sufficiently exhaustive and complete defi-
nition of financial outsourcing types was presented
by O. Bilotserkivkii and Yu. Chudnovets. In parti-

cular, they singled out: outsourcing in accounting;
outsourcing in taxation; outsourcing in the sphere
of banking services, outsourcing in the field of
financial-investment and financial-economic ana-
lysis; outsourcing in management (accounting,
control, incomes and costs planning, analysis of
financial indicators etc.). This classification of
financial outsourcing types should be supple-
mented with the outsourcing in business planning
and in the sphere of internal audit (before the
revision audit of the financial statements) [7]. We
should note that outsourcing in the business
planning is not very developed on the domestic
enterprises, because this type of activity is of a
strategic character and is one of the most important
for the business entity activities.

The financial outsourcing use stipulate for
the range of advantages appearance, namely:
costs reduction (the cost of outsourcing
company services is usualy lower than out-of-
pocket expenses on the financia department
mai ntenance);
quality improvement of the performance
of financial functions deegated (outsourcer’s
employees better understand changes in legislation
and innovative projects as they specialize in the
realization of certain functions);
an increase of financial information objec-
tivity (reducing the shenanigansrisk) [1, p. 272];
a possibility to concentrate on the exe-
cution of one’'s main duties.

Outsourcing

— v

\

Outsourcing of the main
processes of an enterprise

Outsourcing of the
management processes

Outsourcing of the
supporting processes of an
enterprise

A 4

Financial outsourcing (outsourcing of the financial management processes)

A 4

of internal audit

Outsourcing in accounting; outsourcing in taxation; outsourcing in the sphere of banking
services; outsourcing in the field of financial-investment and financial-economic analysis;
outsourcing in management; outsourcing in business planning, outsourcing in the sphere

Fig. 1. Interconnection and a place of the financial outsourcing
in the enterprise outsourcing activities
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But along with the advantages, delegation of
financial functions to outsourcer may also lead to
the appearance of a range of risks, among which:
the risk of outsourcer’s untimeliness in his
functions realization; the risk of getting low-quality
services from outsourcer; the risk of confidential
information disclosure by outsourcer.

Therefore, we may conclude that the
financial outsourcing is an important instrument of
an enterprise-customer activities optimization. The
decision to delegate financia  functions
implementation to the third-party organization is
primarily related to the priorities of the enterprise
activities, as well as with the ability to get a
positive economic effect from the outsourcing.

Since the outsourcing activities of an
enterprise-customer may provide for the delegation
of several functions to outsourcer at once, it is
necessary to determine separately the efficiency of
each function delegated on outsourcing with the
am of further evaluation of final results of
enterprise-customer cooperation with one or
several outsourcing companies. That is why, it is
appropriate to calculate indicators both by the
separate types of outsourcing and in general while
evaluating the efficiency of outsourcing activities.
During the comprehensive analysis of an
outsourcing activities effectiveness, one should
estimate not only the quantitative change of
production parameters, but qualitative changes in
the enterprise functioning and the resulting increase
in income and profit. It is also important that while
analyzing the substantiation of the certain functions
delegation on outsourcing, one should consider
both changes in the financial and economic
condition of an enterprise-customer and the
changes in influence of factors that determine it.
Therefore, during the analysis process one should
possess not only the financial, but also non-
financial information concerning the enterprise
outsourcing activities effectiveness [3, p. 173].

The formation of the indicators system for
determining the economic efficiency of enterprises
outsourcing requires a comprehensive analysis of
its usage purpose and aims, as well as the
evaluation of possibility and validity of internal
organizational changes after the functions dele-
gation to outsourcer.
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The analysis of practical experience in deter-
mining the economic efficiency of outsourcing
activities shows that enterprises-customers, as a
rule, compare only the labour costs of employees,
whose functions they plan to deegate to
outsourcer, with general costs of outsourcing.
However, this approach does not consider all the
expenses, rdated to the function performance by
the own forces, which, in addition to labour costs,
include expanses for employees’ vacations and sick
leaves payments, the costs of production process
organizing, the corresponding taxations, etc. So the
evaluation of the outsourcing activities economic
efficiency should be realized holisticaly,
considering al the incomes and expenses of an
enterprise, which arise in the process of certain
functions delegation to outsourcing company.
While measuring the enterprise costs rdated to
outsourcing activities realization, one should take
into the account not only the market price of
outsourcer’s services, but also the transactional
costs that arise in the process of delegating a
function, in our case —the financial one. Therefore,
in fact, the cost of the outsourcing service for an
enterprise consists of two main parts: the cost of
service declared by outsourcer, and the sum of
accompanying transactional costs that arise in the
process of outsourcing introduction into the
enterprise activities.

Out of this, it can be said that outsourcing
may be considered as effective, if the difference
between the own costs of machine-building
enterprise for the function implementation and the
cost of outsourcer’s services exceeds the sum of
transactional costs related to the outsourcing
agreement implementation. To analyze carefully
the enterprise costs when using the outsourcing and
to outline the special features of determining its
economic efficiency, one should, first of all,
characterize the enterprise costs on the main stages
of outsourcing agreement preparation and
implementation (see Tab. 1).

While analyzing the financial outsourcing
economic efficiency, one should, first of all,
compare the customer’s relevant costs for the
certain function implementation with the related
costs of an outsourcing company. Reevant costs
are the costs, the amount of which may change due
to the decision-making [7]. If the certain function is
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being delegated for an outsourcing, these costs
should include all the variable costs of enterprise-
customer related to this function realization. Most
of fixed costs are usually not relevant, because
their amount during establishing the cooperation

with outsourcer is often static. If the outsourcing
costs are below the relevant costs for the certain
function or business process redlization through
on€'s own efforts, then the outsourcing usage may
be considered as profitable.

Table 1

Expenses of an enter prise-customer, which arise at every stage of financial functions outsour cing
planning and implementation*

Stages of outsourcing planning and

implementation

Types of expenses

Expediency evaluation of

Costs to assess therisks related to an outsourcing implementation;

separate function delegating

(@]
2 g functions delegation on costs associated with identifying the opportunities of outsourcing use;
% 5 ’g outsourcing costs for outsourcing mechanism development, etc.
o 5 | Selecting an outsourcer for the | Costs of outsourcing services market monitoring, costs of a tender

o

organizing, costs of preparing the negotiations, etc.

Implementation of outsourcing

Establishing the individual
contract

Costs of information transfer and accessing, consultations and
negotiations costs, costs for transactions documentation.

Delegation of the separate
function to outsourcer

The costs of activities transformation, the costs of changes in
operating conditions and in labour collective's composition at an
enterprise.

Monitoring of outsourcer’s
performing of itstasks,
deviations correcting

The costs for monitoring and control of the outsourcing operations
implementation process, the costs for economic analysis of contract
terms fulfilment, the costs of correcting measures implementation.

The summary analysis of
economic efficiency of the
separate function delegation on
outsourcing

Costs for the summary analysis implementation; 1osses caused by the
outsourcer in the event of failure to comply with the terms of the
contract; the costs related to termination of the relationship with an
outsourcer; the costs for business reorganization, etc.

* Note: developed by authors on the basis of [ 2, p.45]

We should mention that this approach can be
implemented only in the short-term period, as the
fixed costs may also undergo the certain changes
after the function delegation to outsourcer. That is
why, if the costs of the function implementation by
outsourcer exceeds the customer’s variable costs,
this still does not completely indicate that the use
of outsourcing is inexpedient. During the general
analysis implementation one should also consider
the opportunities for the fixed costs reduction in
future, qualitative changes at the enterprise, as well
as the ability to get the additional profit in case of
outsourcing implementation.

Therefore, in the process of outsourcing
activities economic efficiency analysis, one should
calculate the expenditure efficiency indicator,
which characterizes the sum of costs saving in case
of outsourcing implementation at the machine-
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building enterprise. The amount of such saving can
be calculated by the following formula:

Ve=&Wh - AVf - Wz- R,

i=1 i=1

D
where Ve — the expenditure efficiency of the
outsourcing activity, UAH., Vb —the cost of the i-
th function implementation before the outsourcing
use, UAH., Vf, — the cost of the i-th function

implementation by the outsourcer, UAH, Wz —
costs of the measures concerning the outsourcing
activities implementation, UAH, R — the expected
volume of losses (at the realization of risks,
depends on the probability of risk realization and
the amount of costs), UAH.

In the event the Ve >0, the implementation of
outsourcing activities is justified from a cost point
of view. But if Ve < 0, the implementation of
outsourcing activities is unjustified from a cost
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point of view. Provided that Ve = 0, there will not
be any cost savings from the outsourcing activities
implementation.

While analyzing the economic efficiency of
outsourcing activities, it is important to evaluate
the influence of outsourcing implementation risks
on the results of cooperation between the
enterprise-customer and the outsourcer, as the
calculated economic benefit from the outsourcing
use may decrease after the risk situation onset.

At the same time, the improvement of
financial results is not always the purpose of
outsourcing implementation. 1n some cases, the use
of this management instrument is directed at the
improvement of enterprise functioning qualitative
characteristics, and consequently, at its competitive
abilities increase in future. In this case, during the
process of the outsourcing economic efficiency
analysis one should evaluate the qualitative
parameters of the cooperation and the outsourcer’s
capabilities to provide the relevant services [6].

Outsourcing activities of the enterprise-
customer may influence not only at its quantitative
results, but also at changes in the labour and
material resources use environment, as well as the
operation process organizing in general. So while
determining the economic  efficiency  of
outsourcing activities, it is important to assess the
qualitative changes resulting from:
quality enhancement of functions imple-
mentation;
the outsourcer’s experience use
optimizing the management system;
optimizing the organizational structure

and so on.

Qualitative effect of the outsourcing
activities implementation can be measured using
the expert evaluation methods or taking to consi-
deration changes of machine-building enterprise
financial results in future. Therefore, the impro-
vement of the production quality will in time result
in the profits increase, and the organizational
structure optimizing — in the enhancing of
information flows state.

When analyzing the economic efficiency of
outsourcing activities, it is expedient to compare
the enterprise financial result before and after the
outsourcing implementation. In this case, the main
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and rather contradictory task for the enterpriseis to
choose the system of evaluation indicators [4].

To measure the quantitative result of the
outsourcing activities implementation, they use the
guantitative indicators that reflect the cost side of
the enterprise activities. In the economic literature
they are being divided into absolute indicators,
using which the one can analyze the deviations of
actual volume of expenses, incomes and profit
from the base values, and then conclude about the
outsourcing implementation effectiveness, and the
relative ones' that enable to find the ratio between
the enterprise economic activities and evaluate its
economic potential at al.

The sedection of quantitative indicators
system of outsourcing economic efficiency
depends on the aim of the outsourcing use, as well
as on setting the quantitative requirements to its
expected results. Therefore, the determination of
the outsourcing  activities  implementation
quantitative effect, as with the qualitative one,
depends on the form and types of outsourcing,
which is being realized on a case-by-case basis.
Different types of outsourcing are characterized by
their  organizational features and  the
implementation process, ultimately influencing the
selection of parameters for determining the impact
of outsourcing on the enterprise-customer
activities. The evaluation of economic efficiency of
enterprise-customer outsourcing activities using the
indicators by the separate types of outsourcing
enable determining how these outsourcing types
influence on its performance. We should note that
while calculating the mentioned indicators, the one
must consider only those changes that arise on an
enterprise as a result of the delegating to the third-
party executor the certain function or a group of
functions within the individual outsourcing type.

Given that the financial functions relate to
the outsourcing of management processes, we have
identified the list of key indicators that are
appropriate to use while determining the efficiency
of partial or absolute delegation of the financial
functions to outsourcer (Tab. 2).

Since the efficiency of the enterprise
outsourcing activities is determined by the sum of
effects from the separate functions delegation on
outsourcing, as well as by means of calculation and
comparison of the enterprise management
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effectiveness generalized indicators, the process of Evaluation of economic efficiency of
this activity economic efficiency evaluation should  financial  functions outsourcing has been
end with the identifying the general indicators of  implemented by the example of the following
enterprise functioning economic efficiency. The  enterprises: “Skiper” Ltd., “Optima Trading” Ltd.
main among them are the indicators of business and “Kaleidoskop” Ltd. The investigation results
activity, profitability, EVA and so on. are represented in the Table 3.

Table 2

Key indicators of evaluating the economic efficiency of enterprise-customer’s delegating the financial
management functions to outsour cing*

Indicators | Calculationformulas | Bestvalue | Notation conventions
Financial sustainability indicators

lf, 1 b —corresponding values of

Changein the | f ) ) S
enterprise financia DI f=-"5 >1 financial sustainability indicators after
sustainability I b and before the financia management
functions del egation on outsourcing
Changein the s . f.,1,b - corresponding val ues of
enterprise autonomy DI, f=-2 >1 autonomy ratios after and before the
ratio I b financial management functions
delegation on outsourcing
Liquidity and solvency indicators
I, f, 1 b —corresponding values of
Changein the | f g7 esponding
enterprise general DI, f= 9 >1 genera liquidity indicators after and
liquidity Iglb before the financial management
functions del egation on outsourcing
. I, f, |,b—corresponding values of fast
Changeinthe D, f=-" >1 liquidity indicators after and before the
enterprise fast liquidity I4b financial management functions

delegation on outsourcing
I, f, 1,b—corresponding values of

Changein the | f L
enterprise absolute DI, f=-4 >1 absolute liquidity indicators after and
liquidity I,b before the financial management
functions del egation on outsourcing
Profitability indicators
ROE; , ROE, —corresponding values of
Changein the return on DROE, = ROE; >1 return on equity indicators after and
equity ROE, before the financial management

functions del egation on outsourcing
Pea, , Pea, —corresponding values of

Changein profitability

of the enterprise DPea, = pea, >1 net margin indicators after and before the
activities Pea, financial management functions
delegation on outsourcing
Changein the ROA, ROA; , ROA, -correspondmg values of
enterprise return on DROA, =——— >1 return on assets indicators after and
assets ROA, before the financial management

functions del egation on outsourcing.

Note: developed by authors on the basis of [ 5, p.230].
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Table 3

The results of outsourcing activities economic efficiency evaluation at machine-building enter prises*

Enterprise name (types of
functionsthat are being
delegated on outsourcing)

Indicators of outsourcing activities economic

efficiency evaluation

“Skiper” Ltd.
(outsourcing in accounting and
financial-economic anaysis)

Changein the enterprise financia sustainability DI , f =1.02
Changein the enterprise general liquidity DI ; f =1.05

Changein thereturn on equity DROE;, =1.05

Changein the profitability of enterprise activities Rea, =1.03
Changein the return on assetsDROA, =1.04

The values of the indicator s signal the positive use of outsour cing

“Optima Trading” Ltd
(outsourcing in accounting)

Changein the profitability of enterprise activities Rea, =1.01
Change in the return on equity DROE, =1.02
The values of the indicator s signal the positive use of outsour cing

“Kaleidoskop” Ltd.
(outsourcing in accounting)

Changein the profitability of enterprise activities Rea, =1.02
Change in the return on equity DROE, =1.0
The values of the indicator s signal the positive use of outsour cing

*Note: authors' calculation.

Theindicators of outsourcing efficiency evaluation

v v
By thetype of analysis According the cal culation method
v v v v
Qualitative Quantitative Relative Absolute
indicators indicators indicators indicators
A4 A4
By the direction of andysis By the evaluation level*
v v v v
Financial indicators Non-financia Indicatorsrelated to Generalizing
indicators the type of outsourcing indicators

Fig. 2. Indicators for evaluating the economic efficiency of outsourcing activitiesimplementing
at a machine-building enterprise

Note: supplemented by authors

So, the evaluation of outsourcing activities
economic  efficiency at  machine-building
enterprises can be realized both on the basis of
specific indicators within the separate types of
outsourcing and with the help of generalizing ones.
In Fig. 2 the list of indicators groups of economic
efficiency evaluation of outsourcing activities
realization at the machine-building enterprise is
presented.
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Considering what has been said above, three
conceptual  approaches to determining the
economic efficiency of financial outsourcing by an
enterprise-customer can be singled out: on the basis
of calculating the outsourcing cost effectiveness.
This indicator is reasonable to use when the
purpose of outsourcing is to reduce costs, provided
that the income of the enterprise will be
unchanged; by comparing the growth rates of the
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income, profit and costs of the enterprise- customer
before and after implementing the outsourcing
activities;, with the use of estimates for both
individual types of outsourcing, and generalizing.
As a conclusion, it should be noted that the
formation of an indicators system for assessing the
economic efficiency of outsourcing activities
implementing by the enterprise-customer requires
managers to develop and implement a number of
managerial decisions, depending on the type and
form of outsourcing. Evaluation of the outsourcing
implementation results should be comprehensive
and consider all aspects of cooperation between the
customer and the outsourcer both during the
establishing and within the period of fulfillment of
the outsourcing agreement conditions. It is
important to develop arisk assessment system for a
financial outsourcer in the future, which will allow
us to calculate more accuratdy the cost savings
after delegating the functions to the outsourcer.
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