ISSN 2306-0050

N°9 (Il) 2014 HaykoBo-mpakKTu4He BHAaHHs «He3anexuuut AYIUTOP»

UDC657.1:005
JEL: M49

MODEL OF THE STRATEGIC

Kryshtopa l.I.,

ACCOUNTING OF COSTS OF
THE INDUSTRIAL ENTERPRISE

PhD in Economics, Associated Professor of the Department of Accounting and Audit of Entrepreneurial Activity of SHEE “Kryvyi Rih National University”

D Basing on the results of the study, the article contains suggestions in the field of modeling of the strategic accounting of costs, which allows
to generate information about the impact of strategic management decisions on the cost of production of the industrial enterprise in case
of its functioning in conditions of market of monopoly, oligopoly and pure or monopolistic competition.
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Problem definition and its connection
to important scientific and practical tasks

The study of specialized literature indicates active
usage of method of modeling in the works of national
and foreign economists. This method helps to evalu-
ate features of the designed system, remove limita-
tions and strengthen advantages. Hereby some inves-
tigators [2] accentuate the appropriateness of assuming
this method as a basis of the strategic accounting as
far as accounting considers facts of economic activ-
ity as its object and uses modeling for their registra-
tion and analysis, construction of informational flows
of multiple-choice character under influence
of different strategic factors in real and predictable
situations. Taking this into consideration, the study
of approaches to construct the models of the stra-
tegic accounting on objects of the strategic manage-
ment at the industrial enterprise (including its costs)
is of particular relevance.

Analysis of recent research and publications dis-
cussing this issue, on which the author relies upon

Analysis of economic literature indicates the lim-
ited quantity of works which are devoted to solv-
ing this question. Most of economists, among
which should be mentioned Babkina O. [1], Tokma-
kova O. [7], Sokolova A. [6] and Manyaeva V. [5],
give recommendations only in the part of methodology
of the strategic accounting of costs of the enterprise.
In its turn, the attention to the development
of the model of the strategic accounting of costs
(on the example of enterprises of energy sector) was
paid only in the work of Fil O. [8].

Unsolved aspects of the problem, which are the
subject matter of the paper

Taking into consideration the value of the results,
which were obtained by mentioned scientists, there are
a number of issues that require further clarification.
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In particular, there is a complete lack of approaches
to solving the problem of modeling of the strategic
accounting of costs of industrial enterprise in case
of its functioning in conditions of different situations
at the market (monopoly, oligopoly and monopolistic
or pure competition).

Formulation of the objectives of the manuscript

The purpose of the article is to develop a model of
the strategic accounting of costs of industrial enterprise
which will allow making grounded strategic manag-
erial decisions in any market situations.

Presentation of the basic material with full justi-
fication of scientific results

Investigation of economic literature helped to figure
out next blocs of the model of the strategic account-
ing of costs:

* “integrated accounting”, which generalize such two
concepts of cost management as venture manage-
ment (cost reduction, strategy of diversification)
and mechanisms of self-organization (system
of controlling, system of heuristic methods);

* “innovative accounting”, which includes innovative
environment, innovative processes and innovative
functions;

* and “synergetic effect”, which contains reorganiza-
tion, diversification and outsourcing processes [8].
In the author’s point of view, singling out these

issues is a little bit debatable because of orienta-
tion of this approach to construction of the model
of the strategic accounting of costs only at inter-
nal environment of industrial enterprise. It leads
to deprivation of management of possibility to get
the adequate strategic information about the influence
of its decisions on the production cost. That is why
the author recommends assuming the market situation as
a basis of singling out of blocs of this model of the stra-
tegic accounting. In particular, models of such market
situations as:

» pure monopoly, that means that the enterprise
is the only one producer and seller of exclu-
sive goods which has absolute control under its
price and blocks the appearance of new sellers
at the market;

* oligopoly, that means that there is a domination
of a small quantity of competitive enterprises
at the market which produce different products,
have a limited control of its price and prevent
the appearance of new sellers at the market;

» monopolistic competition, that stipulates the exist-
ence of a rather large number of small producers
which propose similar, but not identical product,
have a slight influence at its price and practically

do not prevent the appearance of new sellers

at the market;

* pure competition, that means that there is a huge
number of enterprises which produce standard-
ized product, do not control its price and absolutely
do not prevent the appearance of new sellers
at the market.

In its turn, the following units, that define the struc-
ture of the model, are singled out in the economic
literature:

* principles (system approach to cost management,
methodological unity of cost management, cost
management at all stages of life cycle of the product,
optimal combination of cost reduction and qual-
ity improvements, search for effective methods
and tools to reduce costs, improving the informa-
tion base in managing costs, increasing the interest
of responsibility centers in reducing costs);

» methods (standardization, automation of produc-
tion processes);

» mechanisms (technique based on the 30’s accounts,
the system of production balance sheets);

e fields of management (activities,
of responsibility, segments);

* result (actual costs, financial performance, account-
ing and control points) [8].

In the author’s point of view the nature of these
positions is somewhat general. In its turn, it does
not allow to create a rational model of the strategic
accounting of costs at national industrial enterprises.
Taking this into consideration, the author recommends
singling out next units, which will define the structure
of this model:

* principles,

e strategy,

* type of the organizational structure,

* concept of business process management,

* tools of the strategic accounting,

* forms of the strategic reporting,

« users of the information, which was obtained with
the help of tools of the strategic accounting.

Let’s consider each of the singled out units
of the model in more detail. First of all, it should be
mentioned that principles of modeling of the strategic
accounting of costs, which were singled out in eco-
nomic literature [8], are likely to highlight features
of effective methodology of the strategic accounting
of costs of industrial enterprises, but not its model.
That is why the author recommends assuming gen-
eral principles of the system of econometric model-
ing, which are singled out in the economic literature
[9], as the basis of its construction.

These principles are:

* sufficiency of the used information,

centers
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* invariance of the used information,

 informational correctness,

» effectiveness of implementation,

» efficiency of the model structure.

Strategy is the next unit of the model of the stra-
tegic accounting of costs. It determines the nature
of information, which is needed by management,
in order to make strategic management decisions, and
therefore — it influences the further choice of all other
units of the model. The author proposes to use strat-
egies which were singled out by Porter M. [10] in
order to construct the model of the strategic accounting
of costs. In particular, the strategy of:

* cost reduction, which provides the internal com-
petitive advantage through the usage of organiza-
tional and production know-how of the enterprise
in order to reduce costs and gain leadership on this
indicator in the certain field;

» differentiation, in which competitiveness
of the enterprise is ensured by targeting its activ-
ities on the provision of greater benefit to con-
sumers (except low prices) by offering products
of high quality with a high level of support services
on the high prices, which are justified;

* focusing, that is based on the selection of one
of the segments of the market and achieving
there the absolute competitive advantage through
the implementation of one of the two strategies,
which are mentioned above.

The author proposes to single out the type of organ-
izational structure of management of the enterprise as
the next unit of the model of the strategic accounting
of costs. It affects the efficiency of the strategy of
industrial enterprises by creating favorable conditions
for the process of decision-making. In particular, the
author proposes assuming next types of organizational
structures of management as the basis of modeling
of the strategic accounting of costs of the industrial
enterprise:

» functional, that is intended to fulfilling of continu-
ously repetitive routine tasks that do not require
rapid decision-making;

* linear-functional, that provides the fulfillment
of those standard managerial tasks, which imple-
mentation requires deepening of the specialization
of managerial functions;

* project-matrix, the use of which provides the ful-
fillment of those tasks that require operational deci-
sion-making in case of appearance of problem situ-
ations in conditions of a high level of uncertainty;

» mixed, which provides solving of those tasks, that
require operational management decision-mak-
ing and allows to adapt the strategy to the needs
of every market.

Kryshtopa I.1.

In its turn, types of organizational structure,
mentioned above, influence on the choice of con-
cepts of management of business-processes of the
enterprise. That is why the author singled it out as
the next unit of the model of the strategic account-
ing of costs of industrial enterprise. In particular, it
is reasonable to single out such concepts in frames
of this model as:

* business process management, that is based
on the definition of business processes and
on the technology of their managing;

* business process reengineering, that provides opti-
mization of business-processes of the enterprise by
such criterion as time, people and quality;

* business process improvement, that provides
permanent improvement of business-processes
of enterprise without changing of its configuration;

* business reengineering, that means fundamen-
tal reconsideration and radical restructuring
of business processes for achieving of sharp change
in such decisive modern indicators of activity
of the enterprise as value, quality, service and rates;

* x-engineering, that helps to provide flexibility and
timeliness of reaction of the enterprise by changing
configurations of its business-processes through
outsourcing, removal of non-core business, creat-
ing of affiliates.

The choice of tools of the strategic accounting
depends on the chosen concept of management of busi-
ness-processes. That is why the author proposes to sin-
gle it out as the next unit of the model of the strategic
accounting of costs of the industrial enterprise. In par-
ticular, next tools must be singled out:

* life cycle cost calculation, which helps to figure
out the size of costs of production and other phases
of life cycle of the product, ways of their reduc-
tion and to value its profitability more accurately;

* value chain calculation, that with the help of cal-
culation and analyses of costs on every phase
of the value chain allows to evaluate and coordin-
ate the cost management on every phase in order
to figure out ways of greater satisfaction of con-
sumers, minimizing costs and rising the efficiency
of activity;

e JIT-calculation, provides competitiveness
of the enterprise by minimizing costs of those oper-
ations that do not add value to the product;

» AB-costing, that considers activities as main objects
of accounting of costs and calculation in order
to calculate the production costs and to figure out
the effectiveness of business processes;

* kaizen-costing, that is focused at the reducing
of costs on the production phase of full life cycle
of the product;
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* target-costing, that supports the strategy of reducing
of costs and realize functions of planning of pro-
duction of new products, preventive control of costs
and calculating of goal calculation in concordance
with the market;

* calculation based on the quality, that helps to for-
mulate selective information about costs connected
with providing of quality of production in order to
control them and to make further regulation.

The author recommends singling out forms
of the strategic reporting as the next unit
of the model of the strategic accounting of costs
of industrial enterprise. These forms are intended
to accumulate the strategic information which is col-
lected with the help of mentioned above tools. In
particular, the information for those users, who

does not have the right to participate in the strategic
management of the enterprise, must be summed up
in the form “Strategic report”. The content of this
form was approved by the Financial Reporting
Council of Great Britain in 2013 [11]. In its turn,
the information for those users, who has he right to
participate in the strategic management of the enter-
prise must be summed up in the form “Strategic
report on business processes of the company (innov-
ative, investment, operational, after sales service)”.
This report will contain more detailed informa-
tion about the influence of the proposed strategy
on the production costs of the industrial enterprise.

The model of the strategic accounting, which was
constructed by the author, is presented in table 1.
It includes all units which are mentioned above.

THE MODEL OF THE STRATEGIC ACCOUNTING OF COSTS OF INDUSTRIAL

ENTERPRISE DEPENDING ON THE MARKET'S MODEL

COMPONENT

OF THE MODEL PURE

Table 1

MONOPOLY PURE

OLIGOPOLY

MONOPOLY

MODEL OF MARKET

COMPETITION COMPETITION

sufficiency of the used information,
invariance of the used information,

principles informational correctness,
effectiveness of implementation,
efficiency of the model structure
strategy reduction of costs differentiation focalization
type of the organizational functional linear-functional project-matrix mixed (regional,
structure of management divisional)
concept of business process BPM BPR BR XE
management BPI
tools of the strategic accounting | life cycle cost AB-costing, kaizen-costing, kaizen-costing,
calculation, JIT-calculation target-costing target-costing, calculation
value chain based on the quality
calculation

forms of the strategic reporting
for those users, who does not
have the right to participate in
the strategic management

Strategic report

forms of the strategic reporting
for those users, who has the
right to participate in the
strategic management

Strategic report on business processes of the company
(innovative, investment, operational, after sales service)

Findings of this study and recommendations for
further research in this area

Thus, basing on the results of the study, the author
developed a model of the strategic accounting of costs
of the industrial enterprise. The usage of this model
will help to generate accurate and complete strategic
information about the impact of strategic manage-
ment decisions on production costs of the industrial

enterprise in case of it’s functioning in conditions
of such markets as monopoly, oligopoly, pure compe-
tition or monopolistic competition. Above all, the prac-
tical usage of these propositions will greatly facilitate
the process of implementing of the strategic account-
ing into the practice and ensure its rationality. This will
facilitate prudence and validity of the strategic deci-
sions of management of national industrial enterprises.
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