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BATLANCE BUDGETING
OF AGRIBUSINESS ENTERPRISES

Approaches to defining the essence of budgeting and budgets classification are
generalized, the importance of the budget balance for agribusiness enterprises is charac-
terized. The peculiarities of drawing up balance budgets at agribusiness enterprises, methods
of determining budget indicators, the relationship of budgets with management balance sheet
items, which will effectively organize balance budgeting and coordinate balance indicators
to manage the financial condition of the enterprise are analyzed.
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Background. Budgeting is the process of budgeting and control over
their implementation, and quite often the concept of budget is identified with
the budget, and budgeting with planning. Budgeting should be considered
more systematically as the formation of an indicators vision of the state and
the enterprise development for the future, in relation to available resources,
taking into account the strengths and weaknesses, external and internal factors,
risks, necessary measures. At the same time, balance budgeting plays a key
role in achieving the desired financial condition and compliance of all other
types of budgets.

In the general interpretation balance budgeting (BB) is considered as
the coordination of the need for resources with the sources of their recei-
ving, financing. However, this approach is too simplistic. Using the right
organization, budgeting may be one of the effective tools for developing and
implementing financial and economic strategy of the enterprise. So BB may
ensure quality planning of changes in the enterprise assets, especially for
those that as a result of biological transformations that bring agricultural
products and multiply existing biological assets. BB also allows to plan the
need to upgrade fixed assets, make capital investments and identify sources
of funding. The balance budget coordinates the calculations for all other
types of budget and provides information on the growth sources of assets
and profits. All this can help improve the agribusiness management of enter-
prises and help them raise the industry to a new level, which emphasizes the
relevance and practical importance of the chosen research topic.
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Analysis of the last researches and publications. Essence of budge-
ting and its value for enterprises was examined by different scientists-eco-
nomists that were offered own interpretations and approach to budgeting.
Budgeting performs the important duty of present charges optimization and
directions of use of the received incomes for improvement of financially-
economic activity of enterprise in current and future periods (O. Mosh-
kovska, S. Luchyk, Y. Manachynska, M. Kuzub) [1]. The budget of an agri-
business enterprise is an estimate of revenues (income), costs and profits
associated with the production of agricultural products (A. Reza, S. Shim,
S. Kim, S. Ahn, S. Won, C. Ra) [2].

The information that contained in the budgets of enterprises is used by
farmers, professionals of financial services, financial institutions, govern-
ment agencies and other decision-makers in the food industry (J. Harper,
S. Cornelisse, L. Kime, J. Hyde) [3]. Budgeting as a management mecha-
nism contains elements of planning, analysis, accounting and control of the
enterprise (O. Moshkovskaya) [4].

Corporate budgeting is studied in combination with flexible project
management (C. Ploder, T. Dilger, R. Bernsteiner) [5]. The managerial essence
of budgeting is expressed mainly in cost indicators and benchmarks, time
horizon of planning, interaction of resources and control, functions of plan-
ning of operations, coordination of activity of divisions, information, stimu-
lating, modeling, control and estimation (V. Zinchenko) [6].

Drawing up a balance sheet budget requires the use of various valua-
tion techniques that significantly affect the nature of the presentation of infor-
mation. Authors O. Moshkovska, O. Prokopova, N. Nikolenko and others [7]
propose a methodology for selecting the optimal types of valuation for
different objects of accounting depending on the static or dynamic concept
of balance sheets, and identify the main cost-oriented approaches to estima-
ting balance sheet indicators, in particular, cover the use of actuarial accoun-
ting in management. The development of budgeting is associated with the
use of a balanced system of indexes (O. Shpyrko) [8], which is especially
important for agribusiness enterprises, where such characteristics as ecofriend-
lyness of products, quality, customer commitment play an important role.

O. Strelchenko defines budgeting as an integral part of forming and
making management decisions for an agricultural enterprise, which will contri-
bute to the implementation of sustainable development concept. The advantage
is given to flexible budgeting based on a modeling mechanism for rapid res-
ponse to changes in the volume of the production portfolio and possible risks [9].
However, these development proposals relate to the budget of costs for agri-
cultural production, balance budgeting it is not exposed practically.

In the EU countries, the budgeting process of agribusiness enterprises
is devoted a lot of attention. F. Filippis, R. Henke, L. Salvatici and R. Sar-
done assert that budgeting is one of the effective means of overcoming the
problems related to reform of the Common Agricultural Policy (the Common
Agricultural Policy reform) [10]. However, this study very superficially high-
lights the role of balance budgeting for a particular agricultural enterprise.
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For agricultural enterprises, the introduction of budgeting has got a num-
ber of features, including land as the main limiting factor, seasonality of pro-
duction, dependence on climatic conditions, the presence of biological assets.
Current challenges for budgeting the financial performance of economic
systems related to the global COVID-19 pandemic. According to research
(G. Grossi, A. Ho, P. Joyce) [11], budgeting of balance indicators in 2020—
2021 at the macro and micro levels has changed significantly due to the
impact of the negative effects of the pandemic, which must be taken into
account and search the methods of their softening and removal in the future.

Agribusiness enterprises need support from the state and non-govern-
mental organizations, loans, compensation for losses, tax holidays and relief
from tax pressure. For example, it was in the Netherlands in spring 2020, when
in a the conditions of pandemic, the state provided support to the enterprises
that grow seedlings and not able to realize their products, in order to avoid
bankruptcy and decline of this industry. Thus, agribusiness enterprises play an
important role in meeting the needs of the population with quality products,
while they need effective management methods that will help in the forming of
development targets and their achievement through balance budgeting.

The aim of the article is to determine the features of balance budgeting
for agribusiness enterprises, systematization of budget types on the basis of
different classification features, substantiation of the budgets relationship
with the articles of the management balance of agro-industrial enterprises.

Materials and methods. The methodological basis of the study is gene-
ral and special methods of cognition: to determine the nature and systema-
tization of the budgets classification — comparison, grouping, abstraction
and generalization; in establishing the relationship of budgets with balance
sheet items — analysis, synthesis, induction, comparison, abstract-logical and
systematic approaches.

Results. Agribusiness enterprises operate in specific conditions, which
are characterized by seasonality and cyclical production, significant risks
and dependence on weather conditions, fluctuations in yield, the difficulty
of initial recognition of biological assets and evaluation of agricultural
products that based on professional judgment in determining fair value. All
this significantly complicates the process of balance budgeting for agribusi-
ness enterprises and requires the development of an adapted approach
in accordance with the specifics of their work and clear understanding of the
relationship between budget indicators.

The main tasks of budgeting at the enterprise are planning key perfor-
mance indicators for a certain period, cost optimization, finding ways to maxi-
mize profits, coordination and concordance of structural subdivisions activity,
business areas. Another important task is communication between departments,
agencies, managers and executors, subordinates. Budgeting strengthens the
motivation to achieve goals. Budgeting is a tool for monitoring and eva-
luating the effectiveness of activities, identifying resource needs.
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BB is important because it allows to plan and evaluate the future
development of the company in terms of growth of the book value of assets
in relation to profits. This takes into account the indicators that are assessed
of the balance sheet basis: the composition of resources, the efficiency of
their use and the liabilities structure to control financial stability and the
level of the enterprise solvency.

The budgeting process as a relatively new technology of planning,
accounting and control is insufficiently formalized. In view of this, business
leaders refuse to implement this management technology, without know-
ledge of its specific characteristics, scope, objectives and possible benefits
of use. Analysis of practical information shows that in Ukraine there are
only medium and most successful large agribusinesses that carry out bud-
geting, but they are mostly limited to the budget of revenues and expen-
ditures, less often — the payment calendar, and very rarely — the balance
sheet and adjusting functional budgets [4].

The goals of implementing an internal budgeting system depend on
the company. Thus, for fast-growing enterprises it is control over accounts
payable and receivable, maintaining the liquidity of assets; for enterprises
with diversified agribusiness it is profitability control of certain areas
of activity, business processes, distribution optimization of available resources.
For holding companies or companies that are related parties and have
a divisional structure, budgeting makes it possible to assess the effectiveness
of the transfer pricing system. However, for most companies the main pur-
pose of implementing a budgeting system is to ensure "financial transpa-
rency", the ability to control, predict indicators [4].

Balance budgeting connects and reconciles almost all types of enter-
prise budgets, so it is necessary to consider their classification. Systema-
tization of types of budgets on the basis of various classification features
is presented in Table 1.

Table 1

Enterprises budgets classification on various features

Classification

featurcs Budgets types Brief description
Depending on the amount of costs and planned financial results in accordance
with changes in the volume of enterprise activity or the influence of factors and
Flexible risks. The flexible budget indicates the value of variable costs per unit of output
By anproach and the increase of mixed costs per unit of activity growth. Creating flexible
Y appr budgets is advisable when to plan relevant costs
(forming - - — -
method) Does not change due to changes in business activity of the enterprise. Such

budgets are mainly used for fixed costs of the enterprise, the value of which
Fixed remains unchanged or conditionally unchanged with increasing or decreasing
activity. Fixed budgets are appropriate for partially regulated costs, such as R&D
costs, advertising and administrative costs

Provides collection and filtering of budget information from executors to lower-level
By method "Bottom managers and further to the company's management. Such budgets are charac-
of formation | up"approach |terized by aggregation of indicators, and the higher the level of management,
the more aggregated (generalized) the budget will be

ISSN 1727-9313. HERALD OF KNUTE. 2021. W 6 115




ENTERPRISE

End of the Table 1

Classification
features

Budgets types

Brief description

Requires from the company's management to understand the basic rules and the

of taking into
account the

Static budgets

"Top ability to form a realistic budget (forecast) for a certain period. "Top-down"
By method " . . R :
. to bottom budgeting ensures consistency of budgets of individual units and allows to set
of formation . .
approach benchmarks for income, expenses, profits, to assess the effectiveness of respon-
sibility centers
According The "forecasting horizon" is from one to three years, with a more strategic
Long-term ) .
to the term budgeting period of 5-10 years
for which the | Medium-term | It consists of a period of from six months to year
budget Short-term | It consists of a period — a quarter and a shorter period
is drawn up | On a certain date | Balance sheet draws up at the according to forecast reporting date
. Within the budget of marketing the financial planning of marketing activity
Marketing | . : . S .
budget is carried out. This budget is actually a connecting link between various plans
of the management, first of all between marketing and the production plan
By content - - - - - — +
(purpose) Financial planning is carried out within the financial budget. Planned
purp Financial performance indicators of the enterprise in value terms are measured according
budget to generally accepted standards and classifications in accordance with the
accounting documentation
By method The indicators depend on the production volume, we may say that if they change,

it is mainly under the influence of changes in prices, rather than the level of enter-
prise business activity

influence Compiled taking into account changes in all costs based on the time factor,
of statistical Dynamic under the influence of prices for fixed resources.
factors on the bﬁ doets Costs are planned depending on any basic parameter. Most often, this para-
enterprise g meter is the volume of production and salilng of the enterprise
activities
Zero-base- |Used for start-ups, development and opening of new markets, products,
budget activities
Depending Budget from Method of l?udgeting based on e.xtrapolation (or incre.:menFal method) of pre-
on the method achieved vious sufﬁc1ent_1y successfql indicators for future periods in case of stability
of external and internal environment
Alternative | Additional budgets or general budget with ahead development scenarios
budgets to anticipate possible alternatives and choose the most advantageous option
Revenue and | Financial results budget by types of income and elements of expenses, with
expenditure | details by divisions, types of products, directions of activity
budget
Cash flow budget or budget in the form of a planned statement of cash flows
. Cash flow - A - . L .
Depending budget in terms of operating, investing and financing activities for the relevant periods
on the budget with the addition in the form of a payment calendar
object Budget in the form of a balance sheet, a form of financial statements — balance
sheet, statement of financial position on the planned dates, usually for each
Balance budget | month for relevant year, which agrees on data for all types of budgets. This

budget is also a financial budget, which evaluates the level of solvency and
financial stability of the enterprise

Source: updated on the basis of processing [4; 6; 10; 12; 13].

In Ukraine, agribusiness enterprises prefer flexible, medium-term bud-
gets, set on the principle of "top down", as well as static budgets, which are
formed from the achieved (see Table 1) and take into account mostly chan-
ges in prices for agricultural products and fuels and lubricants.

Research shows that in many Ukrainian holding companies that are
engaged in agro-industrial production, the budget regulation replaces the
order, which is incorrect, as the regulation is a document in which the bud-
geting process can be described more clearly, in detail and consistently. For
example, for agribusiness enterprises it is advisable to approve regulations
that would contain sections:

« goals, objectives and principles of budgeting;
« description of responsibility centers;
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« budget period and schedule;

. analysis of performance indicators and their adjustment, system
of motivation and responsibility.

The introduction of budgeting optimizes the management decision-
making process as it minimizes costs, analyzes not only the achieved results,
but also deviations from the planned indicators and their causes. If the des-
cription of the financial model is small in volume, it can be placed in the
"Regulations of the budgeting system", which should define [4; 14]: budget
period, or horizon of budget planning (the term for which the budget
is drawn up), and the planning step (periodicity with which the horizon
of budget planning is formed within the planning horizon — quarter, month);
terms (schedule) and procedure for development, approval, submission,
consolidation and approval of budgets of different levels:

« goals and objectives of the budget management system;

. identification of financial responsibility centers and construction
of the company financial structure;

. development of the enterprise budget model, namely types of budgets
for the centers of financial reporting. The regulations should reflect the logic
of the relationship between budgets, as well as the methodology for building
top-level budgets;

« list of responsible persons, procedure for budget analysis.

Indicators of budgets for the centers of financial responsibility for agri-
business enterprises should be formed in terms of: revenue center (sales,
marketing, logistics — account 70), costs (procurement, production units,
crop production, animal husbandry, processing of agricultural products —
account 23, 26, 27, 91), profit (by divisions, types and areas of activity —
account 79), investments (by types and objects of investment — account 15, 44).

The balance model is the most progressive method of budgeting. The
idea of the balance model of budgets is based on the method of accounting,
balance generalization of data on the relevant accounts. Changes in the bud-
get are in kind, changes in the budget of cash flows reflect the turnover and
balance of cash accounts, funds in bank accounts, other funds and their
equivalents.The budget of revenues and expenditures is based on data on the
turnover of accounts of income by type, and expenditure by elements. It is
important to understand the effect of the double-entry method, which under-
lies the relationship between all types of enterprise budgets and the syste-
matic approach to its compilation. For example, the employee budget is clo-
sely linked to the expenditure budget and the cash flow budget. The sales
budget is related to the revenue budget, the settlement budget (receivables)
and the cash flow budget (cash flows).

Construction task to the model on the principle of double entry is to
compare each of the budgets with another, balancing budget. Visually, this
construction can be represented as follows: a table with a set of budgets
horizontally and vertically, and at the intersection there are paired relation-
ships between budgets at the posting level: the debit turnover of one budget
is reflected in the credit turnover of another, and vice versa [4; 9; 14].
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As a result of structuring budgets on a balance sheet basis, managers
of large companies receive a management tool according to the profile of their
activities: departments engaged in production activities have got production
costs budget, financial services have got financial investment budget, corpo-
rate governance departments have got balance sheet budget and capital
movement budget, etc. [4]. Complex business activities become transparent
and more manageable, and the procedure for compiling the most important
final report is management balance sheet. It is quite simple and unambi-
guous: accumulated by the end of the period balances on the functional
budget will form the relevant balance sheet items (7able 2).

The balance sheet is compiled in the form of a balance sheet (in the
literature is quite common concept of balance sheet is used) — the first form
of financial reporting. It shows aggregated data and reconciles information
on the budget of revenues, expenditures, cash flows and other detailed
budgets (for example, availability budget and stocks movement, availability
budget and use of biological assets, agricultural production, budget of capital
investments, etc.) [11; 13].

Table 2

Relationship between budgets and agribusiness balance sheet items

Functional budget Balance type Management balance sheet item
Agricultural production (crop, livestock),
agricultural products (Asset)

Budget for agricultural production

Budget of purchases of raw material
and supplies
Budget of acquisition(growing) of current

Stocks of raw materials (Asset)

. . Debit Cost of current biological assets (Asset)
biological assets
Budget of acquisition(growing) of long- Cost of long-term biological assets, capital
term biological assets investments (Asset)

Accounts receivable of buyers, consumers,

Budget calculations with customers customers (Asset)

Budget calculations with suppliers Accounts payable to suppliers (Liabilities)
Budget calculations with staff and Accounts payable to employees and the single
costs of social activities Credit social contribution (Liabilities)

Budget of income from the sale

of agricultural products Profit from operating activities (Liabilities)

Source: updated on the basis [1; 4; 8].

It should be noted that the balance model of budgets and its internal
relationships is somewhat more complex than the "classical" budgeting scheme
(as, probably, any more perfect system compared with historical predecessors).
However, it has advantages and the necessary elements aimed at effective
management of complex business activities, especially in large agro-indus-
trial companies of the holding type, which must have a number of developed
to the implemented budgets.

Balance budget supplementing of agribusiness with important ana-
lytical indicators to assess the capitalization of assets, assets, liquidity and
solvency, financial stability will allow more comprehensive and reasonable
approach to the process of developing balance budget indicators and assess
their implementation, the consequences for the financial condition.
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Thus, balance budgeting has a number of advantages. It allows
to coordinate the system of budgets planned indicators of different levels
and functional tasks; promotes coordination and interaction between partici-
pants in business processes, managers and executors; forms an understan-
ding of targets, tasks and stages of their achievement; allows to compare the
results achieved with the desired, to establish the causes of the detected devia-
tions. In addition, it provides an improvement in the motivational compo-
nent, more efficient use of resources and well-thought-out financing
of needs, as well as the accumulation of experience in building and imple-
menting previous budgets.

Conclusion. Budgeting is an important tool for effective management
of any activity, as it helps to plan the expected results of management, for-
malize goals and prescribe ways to achieve them. The balance budget coor-
dinates and complements the budgets of revenues and expenditures together
with the budget of cash flows, which allows comprehensive planning of
financial and economic activities and effectively monitor their implemen-
tation to achieve the desired level of economic development and prosperity.

Peculiarities of BB for agribusiness enterprises are related with the
forecast estimates complexity, especially in achieving the desired indicators
of financial condition and assets capitalization, as it is difficult to predict the
fair value of future harvests, which are affected by numerous factors, take
into account significant risks and weather yield, seasonality and cyclical
production processes, the complexity of the initial recognition of biological
assets and valuation of agricultural products.

Balance budgeting in agribusiness is implemented on the principle
of indicators consolidation for biological assets, other current and non-current
assets, current liabilities, other liabilities and collateral, components of equity.
BB combines the functions of accounting, analysis and control. However,
with the right organization, it can also perform a motivating function, if you
provide appropriate levels of remuneration for achieving the goals of the
enterprise and departments. Balance budgeting allows to effectively forecast
and manage financial condition, solvency, financial stability, resources, book
value and capital structure in search of the necessary sources of funding,
which have got a great importance for agribusiness.
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@Domina 0., Cemenosa C. banancose 6100xcemysanns niOnpUEMcme azpooizxecy.
Ilocmanoska npoonemu. Y npaxmuunii OisLIbHOCMI OI00NHCEMYBAHHS PO32NAOAIOMb

SK npoyec NAaHy8anHs ma CKIa0anHs Kowimopucis. banancose 6100dcemyeants 0ae amoey
V320001cy8amu nompedu 6 pecypcax 3 0xicepenamu ix QiHaHCy8aHHAM, a npu NPAsUNbHILL opea-
HI3ayii Modice sucmynamu eheKmusHUM THCMPYMEHMOM PO3POOKU | BNPOBAON*CEHHS (DiHaAH-
C080-eKOHOMIUHOI cmpameeii nionpuemcmea. banancose 6r00xcemysanns modice 3abes-
neuumu AKiCHe NIAHYBAHHA 3MIH 8 AKMUax, AKi NPUHOCAMb CilbCbKO2OCHOOAPCLKY NpO-
OYKYiI0 ma NPpUMHONCYIOMb HAAGHI Oi0NI02IUHI aKmueuy, onmumizayilo ckiady nacugie ois
00CACHEHHA YibOBUX 3HAUEHb NOKA3HUKIE (hiHAHCO8020 cCMAaHy NIONPUEMCMEA.

120
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Ananiz ocmannix 00cnioxcens i nyonikayiin noxazas, wo mema OONICemy8anHHs
€ AKMyaIbHO0, Npome 8aNCIU8icms i 0cobaugocmi came 6aiaHco8020 OI0OHCEMY8aHH O
nionpuemcme azpobizmecy 8UcgimieHi HedOCmamHso.

Memoto cmammi € gusHaueHHss 0cobIUGOCMEN DANAHCOB020 OIOONCEMYBAHHS, BUOI-
JIeHHsL KNACUDIKAYIUHUX O3HAK Ma OOTPYHIMYEAHHSL 83AEMO38 3Ky OI00JCemie 31 cimammsmu
VAPABNIHCbKO20 OANAHCY A2PONPOMUCTOBUX NIONPUEMCTNG.

Mamepianu ma memoou. Memooonociunoo OCHOB0I0 OOCHIONCCHHS € 3A2ANbHO-
HAYK0GI MemoOu NI3HAHHSA. AHANI3, CUHMe3, IHOYKYis, 0e0yKYis, NOPIGHAHHI, AOCMPAKMHO-
Jo2iuHull | cucmemnull nioxoou.

Pezynomamu oocnioscennn. /[ns azponionpuemcms 6anancoge 010024cemyeanHs Mae
PpAO ocobrusocmell, ceped AKUX. 3eMIs SIK OCHOGHUL OOMedCyrouutl (hakmop, ce30HHICmb
BUPODHUYMEBA, 3ANEHCHICTb 610 NPUPOOHO-KTIMAMUYHUX YMOS, 6PAXY8AHHSL PUSUKIE, CKIAO-
HICMb Nep8iCHO20 BUBHAHHS OIONOSIUHUX AKMUGIB | CLIbCbKO20CHOO0ApPCbKOI NpoOdyKyii, saKa
OazyemvCsi Ha 3acmMocy8anti NPoQeciiino2o CyOlCeHHsl y GUSHAUEHHT CRPABEOIUBOT 6APMOCIL.
Cepeo wecmu 0cHO8HUX KIACUDIKAYILIHUX 03HAK OANAHCOB8020 OI0O0NCENYBAHHSL OE3N0CEPEOHBO
BUOINAIOMb O3HAKY 30 00 €KMOM CKIadanHs 0100xcemy. Y ceoro uepey banancosi 6100cemu
MOACYMb NOOLISIMUCDH 3ATIEHCHO BI0 CMPOKIB CKIAOAHHS, NPUHYUNIE noOYy008uU, nioxooie, Memo-
OuKu, Yinbosum npusHadennsm. barancosutl 6100cem 8UHAYAE CMAMUYHI NOKA3HUKU HA GiO-
nogiOHy 0amy, Y3200y MIJC COOOK PO3PAXYHKU NO 6CIX THWMUX 8udax Orddicemis i HAOAe
iHghopmayiro npo Odicepena 3pOCMAaHHsL 6aPMOCi AKMUGI6 ma npubymKis.

Bucnoexku. Banancose 6100dcemy6antns Ha NIONPUEMCMEAX azpobizHecy peai-
3YEMbCA 30 NPUHYUNOM KOHCONIOAYiT NOKA3HUKIB NO DION02IYHUX AKMUBAX, THWUX 060pom-
HUX Ma HeoOOPOMHUX AKMUBAX, NOMOYHUX 30008 A3AHHAX, IHWUX 30008 A3aHHAX | 3a0e3-
NeYeHHAX, CKAA008UX 61acHoz2o kanimany. banancose 0w00icemysants noeouye QyHxyii
001ixy, ananizy ma konmponio. banancose 6100cemyeants 0ae 3mMo2y eQheKmugHo NPocHO-
3yeamu U ynpasusimu Oi0N02IYHUMU AKMUBAMU, PeCypcamu, OANAHCO80I0 apmicmio ma
CMPYKMYypol0 Kanimany, (IHAHCOBUM CMAHOM 3A2dOM Yy NOWYKY HeoOXIOHux ooicepen
Ginancysanns, wo mae enuxe 3HaYen s st NIONPUEMCME azpodI3Hecy.

Knwuoei cnoea: Owomker, banaHCOBE OFODKETYBaHH, MiIPUEMCTBO arpo0i3Hecy.
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