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MODERN ANALYTICAL INSTRUMENTS FOR CONTROLLING
THE ENTERPRISE FINANCIAL PERFORMANCE

Abstract. It was grounded, that analysis of financial performance allows discovering
opportunities to improve the enterprise financial condition, implements effective control over
revenue and expense metrics, makes economically sound decisions based on the calculation results.
The features of generating and accounting profit are distinguished, which should be taken into
consideration in the course of analysis of the financial performance of business entities that do not
always ensure the accuracy of information. In particular, it was found that displaying the fact of
sales at the time of goods shipment distorts the financial condition (there may be situations where
the entity is financially stable but insolvent); even a profitable enterprise can show the signs of
bankruptcy, if its funds are invested in low-liquid assets, the accounts payable are not paid off, and
the profits are not used efficiently; the income accrued throughout the entity’s operation is never
equal to the amount of income accrued for each reporting period (this is due to revaluations and
changes in accounting policies); the income according to the accounting data is not identical to the
real (from the economic point of view) financial performance of the entity. A model of profit factor
analysis, which takes into account the shortcomings of the previous model and which is based on
the use of direct-costing is considered in detail. The peculiarity of this model is that the cost of
production is calculated and planned only in part of the variable costs, and fixed costs at the end of
each month are written off to the financial performance of the entity main activities. It is established
that the current regulatory framework for income generating, accounting and analysis leads to the
distortion of the real financial performance. Therefore, the concepts of economic, accounting and
tax profit should be distinguished, and their relationships should be taken into account. It is proved
that the results of profit and profitability analysis, including the quality of analytical studies and the
rationality of management decisions made on their basis, depend on organising separate accounting
for fixed and variable costs, implementing the budgeting system by the subject. In spite of the fact
that in the conditions of management accounting, the method of factor analysis of profit becomes
mathematically complicated, its results become more transparent from the economic point of view,
and the possibilities of using information in carrying out strategic prospective analysis of financial
performance expand.
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CYYACHHMH AHATITUYHUNA IHCTYMEHTAPIA KOHTPOJIIO
®IHAHCOBHUX PE3YJIBTATIB AIAJBHOCTI NIAMPUEMCTBA

Anoramiss. OOrpyHTOBaHO, IO aHam3 (IHAHCOBUX PE3YJbTaTIB JO3BOJISIE 3HANTH
MOJKJIMBOCTI TOJIiMIIeHHs (PiHAHCOBOTO CTaHy MiANPUEMCTBA, 3/IiICHIOBATH €(EKTUBHHUI KOHTPOJIb
3a MOKa3HWKaMU JOXOIB 1 BUTPAT, yXBAIIMTH €KOHOMIYHO OOTpYHTOBaHI pilliIeHHS 3a pe3ylbTaTaMu
po3paxyHKiB. BuokpemieHo oco0muBocTi opMyBaHHs NMpuOYTKY 1 HOTO BimoOpaskeHHsS B OOIIKY,
SAKi CIiJ ypaxoByBaTH TIpW MpPOBEACHHI aHami3y (HiHAHCOBHX pe3yNbTaTiB Cy0’€KTiB
MIIPUEMHULIBKOT TisSUTBHOCTI. 30KpeMa, YCTAaHOBJICHO, IO BigoOpakeHHs (akTy peaiizamii Ha
MOMEHT BiIBaHTa)KEHHS MPOAYKIii BUKpUBJIsie (iHAHCOBUU CTaH; O3HAKH OaHKPYTCTBA MOKE MaTH
HaBITh MPUOYTKOBE MIANPUEMCTBO, SIKIIO HOTO KOIITH BKJIAJCHO Y HU3BKOIIKBiJHI aKTHBH, He
MOTAIAETHCSl  KPEOUTOpPChbKa 3a00proBaHiCTh, NPUOYTOK BUKOPUCTOBYETHCS HeeEKTHUBHO;
npuOyTOK, HApaXOBaHHUM 3a BECh 4Yac iCHYBaHHS Cy0’ €KTa TOCHOJapIOBaHHS, HIKOJIM HE JOPIBHIOE
cyMi TpuUOYTKiB, HapaxOBaHWX 3a KOXKEH 3BITHHHA TeEpioj, IO 3YMOBJIEHO MPOBEICHHSIM
MEPEOiHOK, 3MiHAMHU B OOJIKOBIM MOJNITHLI; 00JIIKOBAa BapTICTh AKTUBIB MPAKTUYHO HIKOJIU HE
JOPIBHIOE iXHIA peayibHId BapTOCTi, IIO 3yMOBJICHO MOMMJIKAaMH B OyXrajaTepcbKoMmy OOJIiKY,
OpPUPOTHUM YOYTKOM WLIHHOCTEH, pO3KpajaHHSAMH TOwmo. JleTanbHO PO3IIISIHYTO MOJENb
(akTopHOrO aHanizy nmpuOyTKY, sika MoOyJOBaHA Ha BUKOPHCTAHHI METOAY AUPEKT-KOCTHHTY.
XapaKTepHOIO PUCOIO L€l MOJENI € Te, IO cOOIBapTICTh MPOAYKIl pO3PaxOBYETHCS Ta IUIAHYETHCS
JIMILE B YaCTHHI 3MIHHUX BUTpAT, a MOCTIHHI BUTPATH 10 3aKIHYEHHIO KOKHOTO MICALS CIIUCYIOTHCS
Ha (IiHAHCOBI pe3ynbTaTH BiJ OCHOBHUX BHIIB JABUIBHOCTI Cy0’€KTa TroOCHOAapIOBaHHS.
YcraHoBiIeHO, 0 YMHHA HOpMAaTHBHA 0a3a popmyBaHHs, 00Ky Ta aHai3y NPUOYTKY IPU3BOAUTH
N0 CIIOTBOPEHHS peajlbHUX (DIHAHCOBUX pE3yibTaTiB TOCHOJApChKOl AisibHOCTL. Tomy ciix
PO3PI3HATH MOHSTTS €KOHOMIYHOTO, OOJIKOBOTO 1 MOJATKOBOTO MPHOYTKY, a TAKOX ypaxoBYBaTH
iXHil B3aeMO3B’s130K. JloBelieHO, 10 Pe3yNIbTaTH aHAli3y MPUOYTKY 1 peHTa0ETbHOCTI, BKITFOUAIOYH
SKICTh AQHAITUYHUX JOCTIKEHD 1 PAlliOHATBHICTh YIPABIIHCHKUX PIllIeHb, YXBAJICHUX Ha IXHIN
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OCHOBI, 3aJieXaThb BiJ opra”izamii BiJOKpeMJIEHOT0 OOJIKy MOCTIMHMX 1 3MIHHHUX BHTpaT,
YOPOBAKEHHSI CYO €KTOM cHcTeMH OromxeryBaHHs. llompu Te, m0 B yMOBax BeICHHS
YIOPaBIiHCHKOTO 00JiKYy MeTOArKa (PaKTOPHOro aHanizy MpHOYTKY YCKIIAJHIOETHCS MaTeMaTUYHO,
HOro pe3yapTaTH CTalOTh MPO30PILIMMH 3 €KOHOMIYHOTO TOTJISAY, PO3LIMPSAIOTHCS MOKIMBOCTI
BUKOPHCTaHHS iHpOpMalii Ipu MPOBEAEHH] CTPATETTYHOIO NEPCHEKTUBHOTO aHANi3y Ta KOHTPOIIO
(hiHAaHCOBUX PE3YIIBTATIB TOCTIOJAPIOBAHHS.

Kniouoei cnoea: ananiz (iHaHCOBHUX pE3YNIbTaTiB, KOHTPOJb, MPUOYTOK, AOXiA, AUPEKT-
KOCTHUHT, (DaKTOpHUH aHAITI3.
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COBPEMEHHbIN AHAJIMTUYECKU THCTYMEHTAPUAM KOHTPOJIS
®UHAHCOBBIX PE3YJIBTATOB JEATEJBbHOCTHU NPEANIPUATUSA

AnHotanus. OOGOCHOBaHO, YTO aHaNM3 (UHAHCOBBIX PE3YNbTATOB IO3BOJSIET HANTH
BO3MOXXHOCTH YJIYYIICHUs (PMHAHCOBOTO COCTOSIHUS MPEINPHSTHS, OCYHIECTBIATh d((PEKTUBHBIN
KOHTpPOJIb 3a TMOKa3aTeNIIMH JO0XOJ0B W PAacX0J0B, MPHUHATH HSKOHOMHYECKH OOOCHOBAHHBIE
pelIeHus] MO pe3yibTaTaM pPacdyeToB. BwineneHsl 0COOEHHOCTH (QOPMHUPOBAaHUS NPUOBUIM U €€
OTPaXCHUSI B ydeTe, KOTOPHIE CIeIyeT YYHTHIBATh MNpPU TPOBEICHHU aHaiu3a (UHAHCOBBIX
pe3ynbratoB. Ilogpo6HO paccMoTpeHa Mozenb (PaKTOPHOro aHaIn3a MPUOBLIM, KOTOPas NOCTPOEHa
Ha MCIOJIb30BaHUH METO/a AUPEKT-KOCTUHTA. Y CTAHOBJICHO, YTO JICHCTBYOIIas HOpMaTuBHas 0a3a
(dopMHpOBaHHA, ydeTa M aHalW3a MPUOBUIM MPUBOJUT K HMCKAKCHUIO DPEAbHBIX (DMHAHCOBBIX
pe3yNbTaToOB  XO3SIMCTBEHHOW  jgesTenbHOCTH. [losTOMy  cieayer  pasnuyarh — TOHSTHE
SKOHOMHYECKOH, yIETHOW U HAJIOTOBOW MpuObUIH. [l0Ka3aHo, 4TO pe3ynbTaThl aHAIH3a MIPUOBLIN U
pPEeHTa0CIFHOCTH 3aBHUCAT OT OpPraHU3alMUd O0OCOOJCHHOTO y4eTa IOCTOSHHBIX M MEPEeMEHHBIX
3aTpaT, BHEIPEHUE MPENPHITHEM CHCTEMBI OI0KETHPOBAHHUS.

Knrouesvle cnosa: ananus pUHAHCOBBIX PE3YIIBTATOB, KOHTPOIIb, IPHOBLIb, TOXOM, JTHPEKT-
KOCTHHT, (DAKTOPHBIN aHAIU3.
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Introduction. Analysis of financial performance allows discovering opportunities to
improve the enterprise financial condition, make economically sound decisions based on the
calculation results. In the course of such analysis, the following tasks are envisaged: studying the
data on the formation of financial performance and the use of profit; research into the dynamics of
revenue and profitability indicators; identifying and evaluating the impact of individual factors on
financial performance; finding reserves and exploring their opportunities to increase the profit and
profitability.

The problems of analysis of profit generating and using are conditioned by the state of
accounting and reporting. A large number of entities perform accounting functions and make
financial reports that are of little use for economic analysis, while, in most cases, these are tax
returns and only two forms of financial statements — Balance Sheet (Statement of Financial
Position) and Income Statement (Net Worth Statement). In order to provide in-depth research,
identify the factors affecting profit and profitability, formulate sound conclusions, develop a
strategy for increasing the profitability of a company, it is necessary to improve accounting (in
particular, to use integrated reporting), and actively introduce management accounting.

Analysis of research and problem statement. Information on revenue and the factors that
influence its value is of paramount importance for different categories of its users, since it is the
basis for making strategic management decisions. The research of methodological and practical
issues on the analysis of generating and using net income has been the research focus of many
domestic and foreign scientists and practitioners, in particular: Das D., Rao M., Kimura S.,
Poddierohin A.M., Skochii S.V., Chernyshova O.B., Yankovyi V.O., Ylenkova S.D., Osadcha
0.0., Voronchenko T.V., Filatov E.A. , Nechayev V.B. and others.

Hence the purpose of the article is to explore modern methods of analyzing financial results
to ensure effective control over income and expense, making economically sound decisions on the
results of calculations.

The results of the research. In the course of analysis of the financial performance of
business entities, certain features of generating and accounting profit should be taken into
consideration that do not always ensure the accuracy of information. Consider the most common
among them.

1. Commodities have been shipped, goods have been sold, services have been rendered, and
the work has been completed under the terms of post payment. Monetary funds in the reporting
period have not been received, however, we will conditionally assume that the Balance Sheet (in the
part of equity) and the Statement of financial performance show profit over the reporting period at
the expense of income growth. In this case:

— in the balance liability, the amount of income includes the amount of debt of buyers and
customers (but it is only entitled to it). Accordingly, financial stability of the entity will be
overstated;

— the emergence of erroneous income requires payment of dividends and taxes in the
absence of real cash;

— outstanding payment for the goods sold (services rendered, work performed) is accounted
as receivables that reduce the liquidity and solvency of the enterprise;

— if within three years, the receivables are not paid off, they are written off for losses.

Therefore, displaying the fact of sales at the time of goods shipment distorts the financial
condition. There may be situations where the entity is financially stable but insolvent.

2. The enterprise purchased property (for example, fixed assets) for an amount that exceeds
the income. In this case, the Income Statement may show net income and the amount of cash in the
balance sheet asset that is either undisplayed or insignificant (as a result of their write-off as
payment). Thus, in the reporting period, only a fraction of expenses is attributed to expenses, the
value (share) of illiquid assets increases along with simultaneous decrease (or absence) of
absolutely liquid assets. Accordingly, the entity’s financial condition, including its creditworthiness,
is deteriorating [1, p. 94].
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A similar situation arises when reflecting future costs. Note that when analysing the impact
of income on the financial condition for the entire payback period of purchased property based on
cost discounting, the result will usually be positive due to the cumulative effect [13—15].

3. Even a profitable enterprise can show the signs of bankruptcy, if its funds are invested in
low-liquid assets, the accounts payable are not paid off, and the profits are not used efficiently. As a
result, both the entity’s liquidity and its assets are lost.

4. According to the Income statement, the enterprise has a pretax profit, i.e. its production
and economic performance can be considered effective. However, because of the fines, tax
penalties, and deferred taxes, it actually runs at a loss.

5. The value of assets increased but the profit remained unchanged. This situation is
possible, for example, in the asset revaluation [16—18].

6. The income accrued throughout the entity’s operation is never equal to the amount of
income accrued for each reporting period. This is due to revaluations and changes in accounting
policies [19]. At the same time, the real value of the profit from the moment of its emergence until
the liguidation of the enterprise is defined as the difference between the income received and the
invested capital.

7. The same amount may be considered by different stakeholders as both profit and loss. For
example, paying a business trip is an expense for the enterprise, but the tax authorities consider the
employee’s profit to be a part of the business expenses that exceed the regulatory costs.

8. Differences in accounting and taxation subsystems lead to the fact that the income
reported in the Balance Sheet and the Income Statement differs from the pretax profit in the Income
Tax Return. This fact significantly complicates the analysis of income allocation [2].

9. There is often a situation where an item of capital assets continues to be used after accrual
of full depreciation, indicating a weak link between actual depreciation and the fact of its accrual in
accounting [20]. The residual value of capital assets does not reflect the true value of the property,
and the asset with its fully recoverable amount continues to be used in the course of business and
generates income. In this case, the economic profit will exceed the accounting one.

10. The book value of assets is almost never equal to their real value, which is caused by
errors in accounting, natural loss of values, and theft. It is necessary to conduct regular inventories.
This means that the income according to the accounting data is not identical to the real (from the
economic point of view) financial performance of the entity [21; 22].

11. There is no absolute certainty that accounts receivable are objectively and accurately
determined and reflect the assets that will necessarily be received. In the presence of a large number
of counterparties, a part of the accounts receivable may not be paid off, hence when they are written
off at the end of the due period, the company will suffer losses [3, p. 117—118].

The above examples confirm that the profit calculated in accounting does not always
accurately reflect the real result of economic activity: in the process of analysis, it is necessary to
distinguish the concept of economic, accounting and tax profit.

The analysis of financial performance includes not only a detailed inspection of generating
income, but also evaluation of its use. Income allocation is practically monitored through the
preparation of appropriate financial statements [23; 24]. Since the reporting period is a part of the
overall period of enterprise operation, the indicators of such reporting may distort the true state of
affairs, and do not allow a detailed analysis of income allocation.

In the process of analysing the use of income, it is necessary to establish the reasonableness
of the structure of its allocation in each direction according to the following indicators: profitability
of production and sales, the rate of income and the amount of investment per worker and per
hryvnia value of fixed assets, the coefficient of financial stability and availability of own working
capital, etc.

Effective financial management depends on the degree of detail of economic analysis,
organisation of analytical financial and management accounting. The identified problems of
analysis of profit generating and allocating allow us to distinguish the following:
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1. Profit is a strategic performance indicator both from the point of view of a business entity
and the region or the state as a whole.

2. Current regulatory framework for income generating, accounting and analysis leads to the
distortion of the real financial performance. Therefore, the concepts of economic, accounting and
tax profit should be distinguished, and their relationships should be taken into account.

3. Imperfect accounting of net income and lack of full disclosure in the financial statements
do not allow a detailed analysis of the use of profit. The main methodological principle of
accounting for retained earnings should be the principle of restriction in its allocation, which
combines two approaches: from the point of view of both the state and the commercial structures.
This is especially true in the destabilizing periods of socio-economic national development.

4. 1t is necessary to establish the validity of the structure of net income allocation for each
line of business in relation to the indicators that characterise the operating, financial and investment
activities of the entity.

Consider a model of profit factor analysis, which takes into account the shortcomings of the
previous model and which is based on the use of direct-costing. The peculiarity of direct costing is
that the cost of production is calculated and planned only in part of the variable costs, and fixed
costs at the end of each month are written off to the financial performance of the entity main
activities [4, p. 56; 5, p. 30—31].

Variables include, first of all, direct costs associated with the production of certain types of
products (work, services) and which are directly included in their cost.

Indirect costs associated with the production of different types of goods cannot be included
in their direct costs. A significant part of these costs (first and foremost, the costs of maintaining the
production and management of the entity) are fixed costs. The other part of indirect costs (energy
and fuel costs for technological purposes, the cost of tools and instruments used in the production
process, depreciation of fixed assets when used to calculate the production method, etc.) can be
categorised as variable costs [6, p. 310; 7, p. 19—21].

It should be noted that modern scholars have different views on the subject of direct-costing.
From the perspective of some researchers, this is a method of accounting for costs [25; 26]. Others
tend to consider it a method of calculation. In the system “direct-costing”, the model of profit
generating from the sale of products is used (Fig.):

Revenue (net) from sales of goods
(net income)

| Variable costs |

| Marginal income |

| Fixed costs |

Profit (loss) from sales of goods

Fig. Model of generating the operating profit in the direct costing system

The use of the direct-costing system offers the following advantages in accounting and
analytical work:

1) simplifying and improving the accuracy of cost price calculation (cost price is planned
and accounted for exclusively the part of variable costs); lack of procedures for calculating the
conventional allocating of fixed costs among the types of goods;

2) statement of financial performance (Income Statement), which is prepared using the
direct costing system, reflects a change in profit under the influence of variable costs, sales prices
and output structure;
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3) cost price, calculated on the variable costs, allows making sound management decisions,
because the classification of costs into fixed and variable allows estimating the future costs;

4) the ability to focus attention on changes in marginal revenue both for the enterprise as a
whole and for a particular item; identify the profitability threshold (break-even point) and carry out
its comparative analysis for different types of goods, since the difference between the selling price
and the amount of variable costs is not hidden due to the write-off of fixed costs for the cost price of
separate items [8, p. 725; 9, p. 53—57];

5) the ability to generate analytical advantages and prerequisites for the development of a
range of cost-effective items [27; 28];

6) ensuring the accuracy of the analysis in order to justify the choice between own
production of goods or services or their purchase from an outside source;

7) expanding analytical accounting capabilities, which can be observed in the process of
close integration of accounting and analysis. Analysing the behaviour of fixed and variable costs
depending on changes in the amount of output, the system provides the possibility of flexible and
prompt response to changing market conditions [10];

8) the information received in the direct costing system allows carrying out an effective
price policy, determining the most favourable combinations of the product price and the amount of
output [11, p. 114; 12, p. 371].

The factor model of revenue from the sales of a certain type of goods in the “direct-costing”
system is the following:
R=As(P-V)-FC, (1)
where As — amount of sales, nat. units;

P — sales price, UAH,;

V — variable costs per unit of production, UAH;

FC — the amount of fixed costs for the entire amount of units sold, UAH.

Factor analysis is performed by the method of chain substitutions:

ARqrora. = Re —Rp s (2)
R, = Asg (PPL _VPL) —FCps (3)
R, = As¢ (PF _VPL) - FCpps (4)
Ry = Asg (P =V ) —FCq . ®)

Changes in the revenue due to the following factors:
a) changes in the amount of sales:

AR, =R, —R,, (6)
b) changes in the sales price:

AR,=R, - R, @)
c) changes in variable costs per unit of production:

AR,=R, —R,, 8
d) changes in the amount of fixed costs:

ARge=Re —R;. ©)

In order to provide a systematic approach, it is advisable to use a margin analysis based on
marginal revenue when studying the factors of change in revenue and forecasting its value in the
direct-costing system.

Marginal revenue means the change in total income (revenue) resulting from the sales of an
additional unit of output. In the context of our study, the concept of marginal revenues interpreted
as the difference between the proceeds and variable costs. From a mathematical point of view, it can
be calculated as a profit added to fixed costs:

MR =P+ FC, (10)
where MR — marginal revenue, UAH;

P — profit from the sales of products (work done, rendered services), UAH;

FC — the amount of fixed costs for the entire amount of sales of this product, UAH.
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Hence:
P=MR-FC, (11)
Using this formula, you can calculate the amount of profit, if you know the values of
marginal revenue and fixed costs.
Thus, the factor model of operating profit by the method of direct-costing has the following
form:

R = proceeds) (Spr, - SMR,) - FC, (12)
i=1
where n — the number of units sold, nat. units;
Spr, — the share of proceeds from the sales of the i-th product in the total amount of

proceeds;
SMM — the share of marginal revenue of the i-th product in the total amount of proceeds;

FC — the amount of fixed costs for the entire volume of this product sales, UAH.

As you can see, this model allows establishing a change in profit due to the number
(amount) of items sold, its structure, selling prices, unit variable costs and fixed costs of the
enterprise.

Implementation of management accounting in the domain of separate accounting of fixed
and variable costs will help to improve the methodology of factor analysis of profitability
indicators.

Factor model of profitability of production by the method of “direct costing”:

proceeds ) (Spr, —(P,-V,)/P,)—-FC
R = = : (13)
D (As;-V,)+FC
i=1
where As,— amount of the i-th unit, nat. units.

Consistently replacing the planned (base) level of each factor indicator with the actual one
and comparing the calculation result before and after the replacement of each factor, you can
determine a change in the level of profitability due to the amount of proceeds (proceeds), structure
of sales ( As,, Spr,), price ( P,), specific variable costs (V,) and the amount of fixed costs (FC).

Similarly, an analysis of the revenue profitability takes the following form:

proceedsZn:(Spr,. -(P,-V,)IP)-FC
Rer = = ' (14)

n

> (As, V)

i=1

Conclusions. Therefore, the results of revenue and profitability analysis, including the
quality of analytical studies and the rationality of management decisions made on their basis,
depend on organising separate accounting for fixed and variable costs, implementing the budgeting
system by the subject. In spite of the fact that in the conditions of management accounting, the
method of factor analysis of profit becomes mathematically complicated, its results become more
transparent from the economic point of view, and the possibilities of using information in carrying
out strategic prospective analysis of financial performance expand.

The article also highlights the features of the formation of financial results and their
reflection in the system of financial and tax accounting of an enterprise, which can cause certain
inaccuracy of analytical data, and also make it difficult to control profit indicators. It is established
that the current regulatory framework for the formation, accounting and analysis of profit leads to a
distortion of real financial results, therefore, it is recommended to distinguish between the concepts
of economic, accounting and tax profit of an enterprise. In the course of the study, a model for
generating profit from operating activities in the «direct costing» system was formed, and its
advantages as an effective component of the analytical tool for monitoring financial results were
highlighted.
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