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ECONOMIC THEORY

licy this means the need to renounce the desire to provide a
new point of macroeconomic equilibrium; the achieving of the
qualitatively new social and economic state should become a
target and a measure the effectiveness of counter-cyclical re-
gulation. Theoretical and methodological basis of such coun-
ter-cyclical policy refers to the transition from theories of eco-
nomic growth to the theories of development, in particular – to
the theory of sustainable development. This approach is espe-
cially important to gain the «environmental focus» of the
counter-cyclical regulation.

The identification of the Ukrainian economy as the one tend-
ing towards the X-type means the predominant use of central-
ized methods of counter-cyclical regulation, and to a lesser use
of the market ones. This does not imply a complete rejection of
market forms and instruments. Ideally countercyclical policies
should be differentiated by groups of industries, businesses and
forms of companies, but in practice this is not feasible, because
of the close relationship and interdependence of economic
agents. Therefore, we have to speak about the predominant
type of counter-cyclical regulation, which is corresponding the
concrete historical type of the national economy. The study of
particular type of economic system, the constant monitoring of
changes in it will allow time to change the forms and methods
of counter-cyclical regulation in order to ensure its relevance.
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«ECONOMIC BENEFIT» CATEGORY AS AN ESTIMATION 
OF REVENUES AND EXPENDITURES

Abstract. Introduction. The current legal aspect of the accounting for economic entities (irrespective of their legal form) connects
the estimation of income and expenditures within the category of «economic benefit». In practical activity of entities there are dif-
ferent types of benefits, the most important of which, in our opinion, are material, social, and economic ones. Usefulness is a be-
nefit, in this case the economic benefit as the potential usefulness of the assets use in the economic or financial turnover.The cost
and economic benefit are the interrelated concepts: it is necessary to gain that is why it is advantageous to have; it is beneficial
to have because it generates income.The purpose of the article is to summarize the national practice of assessment of income
and expenses to determine methodological approaches of accounting for the economic benefit of business operations and non-
commercial activities. Results. The approaches to the definition of the economic substance of income are considered in the arti-
cle. In order to justify estimates of revenue and expenditure, the category of «economic benefit» is considered. It was determined
that the subjects of entrepreneurial and non-entrepreneurial activity can carry out transactions of business nature, and revealed
the structure of their financial results.Conclusion. In most cases,conditions of income in accounting business activities with inter-
national practice of accounting and reporting are supported.The basis of the recognition of income and expense is inflow (out-
flow) of economic benefits. It stays actual classification of income and expenses according to economic content of the subjects
in terms of their self supporting activities and activities funded by trust funds (including budget allocations). Procedures of dis-
counting potential EB on the balance sheet date (adjusting of accepted transaction amounts according to the expected changes
on the macro- or micro levels) require further investigations.
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Introduction. In western accounting there are three con-
cepts of defining the essence of income:

– The concept of product;
– The concept of elimination; 
– The concept of increase [1, p. 183].
Studying the moment of income recognition, G. Rishar

(1996) singles out three possible options [2, p. 79]:
1) receiving funds, that is payment 

(the highest degree of discretion);
2) shipment of valuables (relative discretion);
3) product delivering to the storehouse 

(low level of discretion).
The first approach is usual in static accounting, the third one

is in dynamic. The last approach recognises not only paid or
accrual income, but also potential benefits (ready product or
goods for on-selling in the storehouse). 

The concept of elimination is based on the fact that reve-
nues are recognized in the case of receipt of assets or settle-
ment of liabilities of the enterprise as a result of the delivery of
the manufactured goods or services. But this approach does
not include income received within the transfer of production to
the buyer (for example, when performing construction and
method of revenue recognition for the percentage of comple-
tion).

The concept of increase recognizes income as the inflows
of economic benefits which increase own capital, different from
owners’ contributions. This approach to the definition of income
is set out in the international and domestic accounting metho-
dology – International Accounting Standard 18 «Revenue» and
Ukrainian Accounting Regulations (Standards) 15 «Revenue»
[3; 4].

Business entities in Ukraine can be divided into two main
groups:

– businesses – legal entities engaged in entrepreneurial
activities which gain profit (business entities);

– governmental organizations: institutions (government and
public administration, government trust funds) which operate
primarily through the budget (the subjects of the non-business).

The activities of enterprises are governed by national
Provisions (standards) of accounting (R(S)A), which generally
are not contrary to International Accounting Standards (IAS).

Accounting for government agencies is being actively
reformed now, which includes introduction of National
Provisions (standards) of Accounting for Public Sector bodies
(NP(S)APS), which is also not in conflict with the International
Accounting Standards for the Public Sector (IASPS). 

The current legal aspect of the accounting for economic
entities (irrespective of their legal form) connects the estimation
of income and expenditures within the category «economic
benefit».

According to the universal encyclopaedia of profit in the
economy it is the pleasure derived from consumption (use) of
material goods and services. The benefit also means a use,
profit. According to the encyclopaedia of economic benefits it is
getting of certain benefits, additional income, profits.

In practical activity of entities there are different types of
benefits, the most important of which, in our opinion are the
material, the social, and the economic ones.

Material benefit is an economic benefit in cash or in natural
form, which can be assessed and defined as income in accor-
dance with tax legislation. As you can see, this definition uses
the category of economic benefits. As for public institutions, in
respect of income and expenditures it is impossible to apply the
concept of revenue, in this case, you should define the social
benefits of such an institution, such as better working condi-
tions, certain social security, social protection, and others.
These benefits, in our opinion, can also be measured in eco-
nomic terms, and bear a cost-benefit.

Usefulness is a benefit, in this case the economic benefit as
the potential usefulness of the assets use in the economic or
financial turnover. The cost and economic benefit are the inter-
related concepts: it is necessary to gain that is why it is advan-
tageous to have; it is beneficial to have because it generates
income.

Revenues as accounting entities are not unified in the crite-
ria for the recognition of entrepreneurial and non-entrepreneu-
rial activities. For entrepreneurs the main goal is to make a prof-
it, the end result of the transformation of the economic benefits.

The subjects of non-entrepreneurial activities are estab-
lished for the implementation of state level approved socio-eco-
nomic programs (projects, tasks) based on the balance of
income and expenses (costs) previously approved in budget.

It should be noted that both categories of entities may con-
duct business transaction operations. 

Brief Literature Review. At present for-profit businesses
are tackling social and environmental issues, nonprofits are
developing sustainable business models, and governments are
forging market-based approaches to service delivery. It is
important to understand the nature of the benefits generated by
different types of organizations. The concept of economic be-
nefit is studied in the scientific works of domestic and foreign
scientists, in particular: M. Bondar (2007), S. Svirko (2011),
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Y. Kuzminskiy (2009), L. Lovinskaia (2008), M. Pushkar (2010),
L. Chizhevskaia (2004), Daniel Marburger (2013), Heerad
Sabeti (2011), Robert S. Kaplan (2006), David P. Norton (2006)
and others. However, the criteria for the recognition and mea-
surement of the economic benefits of entrepreneurship and/or
non-business activities are need to be further considered and
substantiated. 

The purpose of the article is to summarize the national
practice of assessment of income and expenses, to determine
methodological approaches of accounting for the economic
benefit of business operations and non-commercial activities.

Results. National and international accounting standards
are generally consistent in the evaluation criteria of income
(expenses) through the recognition of the economic benefits
(EB). However, the definition of income (expenses) in the
national accounting standards as an increase (decrease) in
economic benefits in the form of «income (elimination) of assets
or decrease (increase) in liabilities» is criticized by scientists.

This confirms the economic essence of the concept of eco-
nomic benefit as the end result of the decision in the form of
increasing current and future cash flows [5; 6].

Legal acts in the interpretation of the concept of economic
benefit in general are the same, defining EB as «potential pos-
sibility of the enterprise to get funds from the use of assets» [7].

Assessment of the entry of economic benefits to the enter-
prise depends on the nature of the transaction:

– assets, purchased with money for economic activities, will
provide revenues for the company resulting from the sale of
goods (works, services);

– financial investments in stocks, bonds, deposits, etc. will
provide the cash flow to the company in the form of interest, div-
idends, etc.;

– accounts receivable is a direct cash inflow (inventory) as
a result of debtors’ repayment or receiving money to the bank
account by factoring operations.

At each of these operations there can take place indirect
cash inflow: the implementation of non-monetary (e.g. barter)
transactions, the payment of dividends in shares, payment of
obligations of tangible assets.

Not every increase in the assets and/or a decrease in the
liability characterizes the moment of getting income. This
applies, in particular, to advance payments from the buyer: an
increase in assets is recognized as income as a result of fulfil-
ment the terms of supply agreement. Similarly, for the enter-
prise: with their direct repayment capital growth is not really
happening. The lender’s denial of his rights leads to the growth
of capital (in the case when the assets are received by the enti-
ty on a pro bono basis).

The majority of economists consider EB as connected to
the profits received as a result of business activities through the
lens of material benefits. 

The Tax Code of Ukraine defines the following types of
financial benefits:

– savings occurs at the conclusion of the loan agreement
with low interest or no interest at all;

– income in the form of material profit appears on the acqui-
sition of goods, works or services from related parties at a price
lower than the market price;

– profit is generated by the results of operations with secu-
rities if they are received free of charge or purchased for less
their market value [8].

In our opinion, the economic benefit of enterprise activity
can be both in material form and in the non-material as promo-
tion of the subject’s activity, creating its positive image, etc. 

Specificity of the organizational and legal forms of manage-
ment implies recognizing revenue through the assessment:

– material benefits (economic benefits) obtained as a result
of the economic activity;

– social benefits received by entities whose activities are
related to the implementation of government programs (pro-
jects, tasks). In most cases, these are the subjects of the pub-
lic sector. 

In general, the purpose of government organizations is to
provide the necessary social services to the population, speci-

fic demographic group, residents of a particular region or even
individual. 

Regarding the period of recognition of economic (social)
benefits, there is a possibility for almost all subjects to have dif-
ferences in periods of their evaluation and the effective recogni-
tion as the part of income.

According to the principles of national R(S)A business
income shall be recognized by the operating activities, financial
transactions and the other ordinary activities and extraordinary
events. 

Currently, the recognition of revenue on the principles of
national accounting standards does not fully comply with the tax
laws and international accounting practices.

Given that the economic criterion of income is to obtain eco-
nomic benefits, recognition of transactions generating income in
order to ensure the accuracy and objectivity of accounting infor-
mation it is useful to introduce the sub-account of the analytical
account: account «Income»/sub-account «potential economic
benefits»; account «Income»/sub-account «received economic
benefits».

The objectives of the Strategy of modernization of the
accounting system in budgetary institutions for 2007-2015,
approved by the Cabinet of Ministers of Ukraine dated
16.01.2007, is to change the provisions of the national accoun-
ting regulations and the transition to a unified methodological
basis of accounting and reporting with the creation of a unified
organizational and information support [9].

According to IPSAS 1, «Presentation of Financial State-
ments» the Statement of Financial Performance presents
income in detailed classification: income is divided by source as
a result of the exchange and non-exchange transactions, but it
is not included in a report on the financial performance of pub-
lic institutions of Ukraine.

Unfortunately, nowadays in certain elements of income
methodology there is an inadequacy of international standards
of public sector accounting, financing from the budget are
accepted as income in turnaround time.

Estimation of public sector entities income is in the
process of evaluation of the relevant transaction assets. As a
result, material, financial resources are accepted as intangible
assets if they meet the criteria for recognition of an asset, a
reliable estimation, the individual has ownership (control, risk
management), provide an inflow of economic benefits during
its usage.

According to IPSAS 23, «Revenue from Non-Exchange
Transactions (taxes and transfers)» and IPSAS 9 «Revenue
from exchange transactions» income is the gross inflow of eco-
nomic benefits or potential utility when the net assets equity are
growing as a result of this income but not as a result of owner’s
contributions.

The potential of the utility is a predictable result of activity
aimed at addressing issues of national significance. To our
mind, the best estimation of this specified parameter is through
effective indexes. They are based on:

– Indicators of cost are the amount of spent resources (trust
funds);

– Quality indicators are the compliance with the results of
the principal activities of the state requirements and objectives;

– Characteristics of the product are the amount of services
provided (released products);

– Effectiveness indicators are the optimum ratio of the costs
and indicators of the product (coefficient more than 1.0)

International government agencies practice provides that
sources of income are exchangeable and non-exchangeable
transactions. Revenues from non-exchangeable transactions
are taxes, transfers (debts, transfers, grants, legacies, dona-
tions). 

Nowadays, the income of state organizations in Ukraine
includes allocations from the state and local budgets including
its own revenues, in particular, the special means for specific
tasks and other revenues, subventions received from the bud-
gets of other ranks and additional special revenue fund.

For budget reserved funds of national budgetary institutions
method of accounting involves others as for businesses

ECONOMIC THEORY
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approaches: international accounting practice identifies the
budget revenues at the time of their admission to registration
account. Regarding incomes of the state institutions as a result
of business operations (own revenues), they are accepted as
income in the period of increases here it is confidence in the
flow of economic benefits or potential benefit. 

Mentioned above accounting methods in practice, «incom-
patible» with the economic content of the concept of ‘income’
and now it makes impossible to carry out monitoring and analy-
sis on its own receipts and receive the budgetary funds of
national entities.

With the introduction of National (standard) of accounting in
the state sector 124 «Revenues» (2014) and accounting princi-
ples for distinguishing revenue governmental organizations of
Ukraine will be substantially harmonized with the international
accounting practice.

The financial result as a total score of the enterprise cannot
have a unified methodology for calculation of business and non-
business organizations, for enterprises in the reporting forms it
is accepted as income for government organizations and is con-
sidered as the result of the estimation, it differs in economic
content.

At present, public sector bodies from emergency (extraordi-
nary) events do not conform to International Accounting
Standards public sector method of calculating the final results
of the state financial entities. In Ukraine, they are currently in the
account of «The estimate results» balance of what at the end of
the calendar year is formed as a result of the cancellation of all
income and expenses (costs).

In the international accounting practice in turn on account of
«surplus/deficit from ordinary activity» is estimated the diffe-
rence of deducting the expenses arising from the normal course
of business with revenues that derived from ordinary activities.
In this extent the financial result of extraordinary events is cor-
rected creating balance in the account of «Net surplus/deficit».

As part of the Reforming Strategy of state sector accounting
according with the National accounting regulations of state sec-
tor bodies (NRASSB 124 «Revenue» and NRASSB 135
«Expenses») since 2014 the financial statements has provided
acknowledgment of financial indicators result of these entities in
the statement of financial position and statement of operations
in terms of «surplus/deficit of this period» [10].

This restructuring will increase the objectivity of the accoun-
ting records and financial statements of state organizations.

Conclusions. In most cases, conditions of income in
accounting business activities with international practice of
accounting and reporting are supported. Reforming strategy of
state sector accounting since 2014 will combine the accounting
treatment of revenues, expenditures and financial results of
enterprises and state organizations in Ukraine.

The basis of the recognition of income and expense is
inflow (outflow) of economic benefits. However, transformation
of the state economic processes causes more detailed revela-
tion of the economic benefits, and provides records of the
results of influence on the financial results of both economic
and social characteristics of this category. Modern interpretation
of the economic benefits according to ownership of the
acquired assets determines the feasibility of introducing sub-
accounts of an analytical account in the framework of the
expected (potential) and achieved EB.

It stays actual classification of income and expenses accor-
ding to economic content of the subjects in terms of their self
supporting activities and activities funded by trust funds (inclu-
ding budget allocations).

Procedures of discounting potential EB on the balance
sheet date (adjusting of accepted transaction amounts accor-
ding to the expected changes on the macro-or micro levels)
require further investigations.

At present day the existing regulating legislation not
including budget, affirming the assessment of income through
economic benefits, regulates actually the accounting of cash
flows. These issues do not provide the reliability of controlling
and analytical processes, and its financial activity, effective
decision-making for the development of the budget. Exchange
to NRASSB as a part of the strategy will allow removing
discrepancy.

References

1. Kutter, M. (2007). Accounting Theory (3rd ed.). Moscow: Finansy i statisti-
ka (in Russ.).
2. Rishar, Zh. (2000). Accounting: Theory and Practice (Trans. from French).
Moscow: Finansy i statistika (in Russ.).
3. The European Commission (2009). IAS 18 Revenue. Retrieved from http://
ec.europa.eu/internal_market/accounting/docs/consolidated/ias18_en.pdf
4. The Parliament of Ukraine (1999). Regulations (standards) 15 «Revenue».
Retrieved from http://zakon2.rada.gov.ua/laws/show/z0860-99
5. Mochernyi, S. (2000). Economic Encyclopaedia. Kyiv: Akademіa PH
(in Ukr.).
6. Osovska, G., Yushkevyh, O., & Zavadskyi, Y. (2007). Dictionary of
Economics. Kyiv: Kondor (in Ukr.).
7. IASPlus (2012). IPSAS 9 Revenue from Exchange Transactions. Retrieved
from http://www.iasplus.com/en/publications/public-sector/deloitte-ipsas-
summary-2012-edition/file
8. The Parliament of Ukraine (2010). Tax Code of Ukraine. Retrieved from
http://zakon4.rada.gov.ua/laws/show/2755-17
9. The Parliament of Ukraine (2007). The strategy of modernization of the
accounting system in the public sector for 2007-2015. Retrieved from
http://zakon2.rada.gov.ua/laws/show/34-2007-%D0%BF
10. The Ministry of Finance of Ukraine (2011). National regulations (stan-
dards) in the public sector 101 «Presentation of Financial Statements».
Retrieved from http://www.minfin.gov.ua/control/uk/publish/archive/main?
&cat_id=83023&stind=11

Received 30.10.2013

References (in language original)

1. Куттер М. И. Теория бухгалтерского учета : учеб. / М. И. Куттер. –
3-е изд., перераб. и доп. – М. : Финансы и статистика, 2007. – 592 с.
2. Ришар Ж. Бухгалтерский учет: теория и практика / Жак Ришар ; пер.
с фр. под ред. проф. Я. В. Соколова. – М. : Финансы и статистика,
2000. – 160 с.
3. IAS 18 Revenue [Electronic resource] / European Commission. – 2009. –
Accessed mode : http://www.iasplus.com/en/publications/public-sector/
deloitte-ipsas-summary-2012-edition/file
4. Положення (стандарт) бухгалтерського обліку 15 «Дохід» : Наказ
Міністерства фінансів України від 29 листопада 1999 року № 290 (з
чинними змінами і доповненнями) [Електронний ресурс]. – Режим до-
ступу : http://www.nibu.factor.ua/ukr/info/instrbuh/psbu15/
5. Економічна енциклопедія: у 3-х т. ; редкол.: С. В. Мочерний (відп.
ред.) та ін. – К. : Академія, 2000. – Т. 1. – 864 с.
6. Економічний словник ; упоряд. Г. В. Осовська, О. О. Юшкевич, Й. С.
Завадський. – К. : Кондор, 2007. – 358 с.
7. IPSAS 9 Revenue from Ecxhange Transactions [Electronic resource]. –
Accessed mode : http://www.iasplus.com/en/publications/public-sector/
deloitte-ipsas-summary-2012-edition/file
8. Податковий Кодекс України вiд 02.12.2010 № 2755-VI [Електронний
ресурс]. – Режим доступу : http://zakon4.rada.gov.ua/laws/show/2755-17
9. Стратегія модернізації системи бухгалтерського обліку в державно-
му секторі на 2007–2015 роки, затверджена Постановою Кабінету
Міністрів України від 16 січня 2007 № 34 [Електронний ресурс]. – Режим
доступу : http://zakon2.rada.gov.ua/laws/show/34-2007-%D0%BF
10. Національне положення (стандарт) бухгалтерського обліку в дер-
жавному секторі 101 «Подання фінансової звітності», зареєстровано в
Міністерстві юстиції України 20 січня 2011 р. за № 95/18833 [Електрон-
ний ресурс]. – Режим доступу : http://www.minfin.gov.ua/control/uk/publish/
archive/main?&cat_id=83023&stind=11

Стаття надійшла до редакції 30.10.2013

ECONOMIC THEORY

Research Journal
the «Economic Аnnals-ХХІ»

read at the web-portal
www.soskin.info/ea/


