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NON-FINANCIAL EVALUATION
IN MANAGEMENT
ACCOUNTING: METHODS
AND APPROACHES

Redesigning modern accounting and repor-
ting as a system based solely on the valuation of
objects is an urgent and objective requirement
dictated by the logic of modern business. Non-
financial (non-cost) indicators are an effective
tool for assessing the impact of an enterprise on
the social and natural environment, its ability to
sustainable development, which allow compre-
hensively displaying a set of parameters that
reflect the state of resources and their sources,
activities and their results of an economic entity
for the needs of all users with legal access. These
indicators, integrated using key success factors,
can be effectively used in operational and
strategic management accounting and manage-
ment reporting. In this aspect, the feasibility of
developing a methodological toolkit for non-
financial assessment applicable to operational
and strategic management accounting is
analyzed and determined, and a description of
non-cost assessment methods in management
accounting is described based on the origin of
the source information, advantages and
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HE®OIHAHCOBE
OLIHOBAHHA
B YINPABJIIHCbKOMY OBJIIKY:
METOAU TA NiAXo4U

Tlepeocmucnenns KOHCMpYKYii cyuachux oomiky
i 36imHOCmi 5K cucmemu, nooyoosaHoi cymo Ha
BAPMICHOMY OYIHIOBAHHT 00 '€EKMIB, € AKMYATLHOIO
ma 00 EKMUBHOI0 BUMO2010, 5KY OUKMYE JNIOSIKA
cyuacroeo bisnecy. Heginancosi  (nesapmichi)
BUMIDHUKU € eeKmUBHUM THCIPYMEHMOM OYIHKU
BNIUBY NIONPUEMCINGA HA COYIAIbHE MA NPUPOOHE
cepedoguuge, 1020 30AMHOCMI 00 CMAN020 PO3-
BUMKY, WO 00360M5I€ BCEDIYHO eKCNOHY8amu
KOMNJIEKC napamempis, skuil 8i000paxjicae cmaw
pecypcie ma ix Ooicepen, OismbHicms ma il
pesyibmamu cy6 'ekma exoHoMiKu Oist nompeo ycix
Kopucmyeauie 3 ae2aioHum docmynom. Lli eumip-
HUKY, THMEePO6aHi 3 GUKOPUCHAHHAM KIIOHOGUX
axmopis ycnixy, MoKACyms eheKmueHo 3acmoco-
6Y6aMUCL 6 ONEPaAmuGHOMy ma CMpameiuHomy
YHPABTIHCOKOMY OONIKY Ma YNPAGuiHCuKill 36im-
Hocmi. B yvomy acnexmi npoamanizoeano ma
BU3HAYUEHO OOYIIbHICIb HANPAYIOBAHHS Memo-
00J102I4H020 IHCMPYMEHMAapir HeIHAHCO8020
OYIHIOBAHHS CMOCOBHO  ONEPAMUBHO20 U
CMpameziuHo20 YRPAGIHCLKO20 OOTIKY, PO32TSAHYMO
XapaKmepucmuxky Memooux He@IHAHCO8020 OYyi-
HIOBAHHSA 8 YNPABTIHCOKOMY OONIKY 3a O3HAKAMU
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ACCOUNTING AND TAXATION

problematic features of non-financial asses-
sments. The possibilities of using such
assessments are revealed and the characteristics
of non-cost assessments for operational and
strategic management accounting are given. The
research hypothesis is based on the assumption
that the synergistic use of both cost and non-cost
assessment tools in management accounting will
allow obtaining the most complete and reliable
information about the object of assessment. The
research methodology, along with traditional
methods of scientific knowledge, is based on the
use of the principle of complementarity, which
involves the simultaneous use of several
measurement descriptions for one object of
assessment, each of which will correspond to
objective reality, but essentially excluding other
descriptions, that is, assuming the parallel use of
several assessments of one object — financial and
non-financial — to represent the multidi-
mensional reality of the object. The research
results confirm the thesis that the use of non-
financial measures in management accounting
will allow obtaining more complete and relevant
information about the object of assessment than
traditional cost assessment.

Keywords: non-financial evaluation, synergy,
factual data, professional judgment, motiva-
tional capital, benchmarking.

JEL Classification: D84, M41.

Introduction

NOX00JCeHHAM 8UXiOHOI iHghopmayii, nepesae i
npoodIeMHUX puc HedapmicHux oyinok. Posxkpumo
MOXHCIUBOCMT 3ACIMOCYBAHHS MA HABEOEHO XAPAK-
mepucmuky He@IHAHCOBUX OYIHOK Ol Onepa-
MUBHO20 MA CMPAMESIUHO20  YNPAGTIHCLKO20
obnixy. T'inomesa Oocniddcennsi no6y0oeana Ha
NPUNyWenti, wo CuHepeiyHe 3ACMOCYBAHHA 5K
6aPMICHUX, MAK [ HeQIHAHCOBUX (HeBapmiCHUX)
IHCIMPYMEHMIE  OYIHIOBAHHA 6 YNPAGIIHCOKOMY
007Ky 003601UMb OMPUMAMU MAKCUMATLHO HOBHY
ma 0ocmogipHy iHopmayito npo o6 'ekm oyiHto-
eanua. Memodonozia  docniodcenHs, nopao 3
MPAOUYITHUMU  MEMOOAMU  HAYKOBO20 NIZHAHHS,
30CHOBAHA HA BUKOPUCMAHHI NPUHYUNY O00amKo-
6ocmi, w0 nepeddavae OOHOUACHe 3ACTNOCYBAHHS
0151 00HO20 00 '€KMa OYIHIOBAHHSL OEKITbKOX GUMi-
PIOBATILHUX ONUCIB, KOJICeH 3 AKUX GIONogioamume
00’ €EKMUBHILL PeatbHOCMI, ajie NO CYMi GUKTIOYAIOYU
iHWi  onucu, MoOMO NPUNYCKArouu napaneibHe
3aCMOCY8aHHsL OEKUIbKOX OYIHOK 0OHO20 00 €kma —
@inancosux ma HeiHaHCOBUX — OJist NPEOCMAGIEHHS
bazamosumiproi peanvHocmi 06 ‘exkma. Pesynemamu
00CTIOIHCEHHS NIOMBEPOACYIOMb Me3Y, U0 BUKOPUC-
MAHHS HeQIHAHCOBUX BUMIDHUKIB 8 YNPABTIHCLKOMY
007Ky 0o3801UMb ompumamy  Olibul NOGHY |
PpeneBaHmuy iHPOpMayito npo 06 '€km OYIHIOBAHHS,
aHidic mpaouyitine 6apmicHe OYIHIOBAHHSL.

Knwouoesi crnoea: HebhiHAHCOBE OIIHIOBaHHS,
cuHepris, Qaxrorpadivyni naHi, npodeciitHe cyn-
YKCHHSI, MOTHBAIIIMHUI KartiTay, OEHUMAPKHHT.

The modern accounting and reporting systems are in a state where the

objective fact is the requirement of users to provide information that excludes
traditional, in particular, cost evaluation of its objects. There is a radical
redesigning of traditional accounting, only cost measurement and evaluation,
through the inclusion in the accounting and reporting system of a set of
indicators that cannot be adequately measured in monetary terms. Such non-
financial (non-cost) indicators have become a tool for determining and
assessing the long-term and operational impact of an enterprise on the social
and natural environment, as well as its ability to sustainable development.
Complementing traditional cost metrics, they make it possible to most fully
reflect the complex parameters of the business entity’ s activities in the
interests of all stakeholders.

These non-financial indicators, integrated with the use of key success
factors, can be effectively used in operational and strategic management
accounting and management reporting. As Levitska (2019) notes, the most
important feature of reporting is "achieving economic benefit/utility from the
use of ... information by its users” (Levytska, 2019). Therefore, there is
a need to research, generalize and classify such metrics in the interests
of both the accounting and reporting methodology and practical users of
administrative accounting information, management, and all stakeholders.
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Thus, the need to develop principles and tools for exposing parameters
and processes that are not amenable to (or cannot be determined accurately
enough) using cost (financial) indicators, and to form a methodological
toolkit for non-financial assessment for use in accounting support for
business management, in particular at the level of management accounting,
can be considered a scientific and methodological problem.

The issue of the methodology for applying a number of non-financial
assessment aspects attracts the attention of modern researchers. In particular,
Androsenko (2024) studied non-financial indicators in management
accounting of functional blocks of enterprise activity (logistics, production,
sales and management), as well as in relation to the assessment of expenses
and income of a business entity. Zhurakovska and Chudovets considered
some possibilities for applying non-financial assessment of intangible assets
(Zhurakovska & Chudovets, 2015). In Chuenkov’s and Korol research,
attention is paid to aspects of non-value-added valuation of an enterprise’s
capital, in particular human, social-reputational, intellectual, in the integrated
reporting system (Chuenkov & Korol, 2023). Aspects of using such a non-
value-added valuation method as benchmarking in accounting and reporting,
in particular the management component, are considered by Kundrya-
Vysotskaya (2020). Kozenkova in her monograph addressed the issue of
valuation using non-financial metrics of "implicit" assets as components
of intangible assets and goodwill (Kozenkova, 2022). The study by Halek et
al. (2020) is devoted to the issues of advantages and problematic features of
non-financial valuations in accounting, in particular their application in its
management subsystem, and Mashovic (2018) investigates certain issues of
applying such valuations to key factors of company success. Certain
industry-oriented aspects of the use of non-financial metrics in evaluation in
construction practice are substantiated by N. Kraus and K. Kraus (2023).
However, the emphasis for research remains primarily the use of non-
financial assessments primarily in the interests of reporting, mainly
integrated, as well as the lack of a systematic description and generalization
of non-financial assessment metrics for the specific needs of operational and
strategic accounting in the formation of management reporting itself.

Often, business in such matters is ahead of theoretical research by
scientists, so the development of a systematic methodological base is an
objective requirement of a modern accounting evaluation system,
subordinated to the requirements of operational and strategic management.

The aim of the article is to reveal the principles of using non-financial
evaluation methods in the context of management accounting as one of the
tools for ensuring relevant management decisions. Achieving this aim will
be realized through the implementation of the following tasks: to clarify the
parameters and functionality of using non-financial assessments in
management accounting; to outline the principles of classification and the
possibilities of using non-financial evaluation indicators for measuring and
exposing critical success factors and key performance indicators; to reveal
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aspects of using some types of non-value-added evaluation (in particular,
benchmarking) in operational and strategic management accounting.

Research hypothesis is that only the synergistic use of cost and non-cost
(non-financial) assessment tools in management accounting will allow obtaining
the most complete and reliable information about the object of assessment. For
this, in addition to the existing methodological tools of monetary assessment, it is
necessary to develop a methodology for non-financial assessment of accounting
objects with appropriate instrumental support.

During the research, general scientific and specific methods of
scientific knowledge were applied: comparison — to compare different views
of researchers on the issues and options for using non-cost assessment
metrics; analysis and synthesis — when studying the definitions of different
types of assessments in scientific research, standards, regulations and other
sources; logical generalization and grouping — for critical analysis of the
conceptual and categorical apparatus to identify classification features of
different types of non-financial assessments.

The application of the principle of additionality in relation to the use
of different valuation options is due to the fact that there is practically no
regulated algorithm for the application of non-value-added valuations, and at
the same time, the implementation of valuation in a situation of uncertainty
or the possibility of choosing from alternatives may be inaccurate or even
critically erroneous. Therefore, it is possible to simultaneously apply several
measurement descriptions to one valuation object, each of which will
correspond to objective reality, but formally exclude other descriptions, that
is, it will assume the parallel application of several valuations of one object,
in particular financial and non-financial, each of which will correspond to
objective reality, but formally excluding (and complementing) other
descriptions, will assume their parallel application.

The main part of the article considers the following issues: the first
section provides a brief description of the conceptual apparatus of the study
and an analysis of the organizational and institutional foundations of non-
financial valuation in management accounting; the second section is devoted
to the study of non-financial valuation methods, their characteristics, strong
and problematic features; The third section analyzes the methodological
principles and procedures of non-financial evaluation in operational and
strategic management accounting.

1. Organizational and Institutional Principles of Non-Value
Measurement in Management Accounting and its Functional Basis

Non-financial assessment in management accounting involves the use
of non-financial (i.e., not measured in monetary terms) indicators for
assessment, in particular, measuring with the help of numbers, resources and
obligations of a business entity in the process of capital circulation, as well
as the efficiency of the enterprise. It is based on data that is not directly
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related to cash costs or revenues but has a significant impact on the overall
performance and the company’s strategy itself.

In the reporting system, the use of non-financial assessments has
already become the norm, which primarily concerns the integrated reporting
system. Thus, on the path to European integration, a mandatory step is the
full implementation of EU Directives into the legal field of Ukraine,
including EU Directive 2022/2464 "On Corporate Sustainability Reporting"
(Directive (EU) 2022/2464, 2022) (hereinafter referred to as CSRD) into
national reporting practice, which directly indicates the use and exposure of
indicators presented in a non-value dimension.

The Plan Comptable Général of France (hereinafter referred to as PCG)
regulates a number of issues of organization and methodology of management
accounting of enterprises. Section 8 of the PCG "Components of consolidated
information" allows enterprises to use additional accounts to collect and present
information necessary for internal management control. This opens up
opportunities for the use of non-financial indicators in management accounting.

In particular, in paragraph 832-1 of the PCG it is stated that
management accounts may be supplemented with non-financial indicators to
assess the efficiency of the enterprise, productivity and other indicators that
are important for decision-making within the organization. Therefore, the
PCG does not describe specific non-financial indicators, it leaves room for
their use in management accounting as a tool for analytics and control.

In the modern domestic legal framework, there are no direct
instructions on the use of non-value metrics in accounting and reporting
(including management).

We will try to visualize the functional logic of the use of non-financial
assessment in management accounting with a diagram (Figure 1).

The logic of applying non-financial valuation in management accounting

-

1 Instead of (or in addition to) focusing solely on cost-measured parameters
Assessment of non- (such as profit, costs, revenue), non-cost indicators are used, including:
financial indicators  |~®| Product quality, customer satisfaction level, efficiency of production
processes, etc.

v
The use of non-financial indicators forms a multidimensional vision that Impurgl\i/'l[ngo;[he
allows management to make more comprehensive decisions that take into |q— mqn );n nt
account the long-term (strategic) perspective of business development Zeggs?onz

y

Non-financial indicators help measure the compliance of a company's activities

Strategic —»| with its strategy, in particular in such areas as innovation, environmental
management sustainability, social responsibility, etc., in the strategic perspective of
sustainable development

Figure 1. Application of non-financial valuation in management accounting

Source: compiled by the authors.
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Thus, the logical process of non-cost valuation, initially based on
operational management accounting, in the process forms the information
support for the strategic level of business management.

2. Characteristics of non-financial valuation methods in management
accounting

The origin of the information being processed is critically important
for accounting. Non-value estimates used in management accounting are
based essentially on two sources of information — either a factual (essentially
documented) basis, common to all types of accounting, or on the basis of
professional judgment of accountants and managers.

The first group of estimates is based on formally documented facts as
objectively measurable data. They provide more accurate indicators for
analysis and decision-making, however, being retrospective, they have
practically no predictive value (except for trend analysis when applying
analogies of situations according to historical patterns).

Estimates belonging to the second cluster depend on the experience,
objectivity and intuition of accountants and managers. They take into
account subjective factors, forecasts and assumptions, which makes them
more flexible, but less accurate compared to data based on facts.
Professional judgment is used in cases where data are difficult to measure
or are approximate or unavailable, while factual data is used to accurately
measure those aspects of the object of assessment that can be accurately
quantified.

Such assessment can be actively used to assess the parameters of the
so-called "intangible™ (or "intangible") assets that are components of human
capital. These accounting objects, such as brand reputation, reputational or
motivational capital, do not have a specific market value measured for
presentation in regular reporting, and therefore non-financial approaches
allow us to take into account and assess their characteristics in the activities
of the enterprise.

The characteristics and scope of approaches to the application of non-
financial assessment are shown in Figure 2.

The characteristics of non-financial evaluation metrics are represented
by a number of established problematic aspects and shortcomings inherent in
them. In the management accounting system, researchers (Halek et al., 2020)
include the lack of unified metrics, and therefore, indicators unique to each
enterprise; evaluation systems are difficult to implement; units of measu-
rement suggest ambiguous interpretations and require comments and
interpretations.
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e

Evaluation based on:

N

professional judgment of an accountant or expert ‘

factual data

Level of employee engagement (measures:
indicators of the eNPS index (Employee Net
Promoter Score, net satisfaction scores), adapted
for internal use in human resources management.
The index helps to understand how willing
employees are to recommend their company as a
place to work to other people, which is a
reflection of their motivation, engagement and
general attitude towards the employer:

Average number of ideas submitted by
employees to improve processes.

Level of professional development (measures:
number of training courses or courses per
employee, percentage of employees who
improved their qualifications per year).
Evaluating the quality of products or
services by forming conclusions based on the
judgments and opinions of experts or directly
from customers. Recommended indicators:
Customer Satisfaction Index (CSI), measured
by customer survey results as a percentage of
positive feedback.

Number of complaints and their processing
speed, defined as the average time to resolve a
complaint and the proportion (coefficient) of
repeated complaints).

Project risk assessment, which depends on the
judgment of accountants and managers
regarding the likelihood of certain risks, is
determined through indicators:

Probability of failure to complete the project on
time by conducting an assessment of risk
managers in %, average delay in completing
project stages.

Expert determination of the risk of lack of
resources (financial, human, material) on a scale
(low/medium/high).

Level of compliance with regulatory requi-
rements, assessed by the level of potential
(forecast) fines for violations.

Assessment of the strategic development
opportunities of the company, which takes
into account the value judgment regarding the
innovative potential, the level of competition
and forecasts regarding their dynamics. It can be
determined through the following metrics:

The degree of competitiveness (as the company’s
rating in the market according to industry experts,
assessment of competitive advantages in points);
The forecasted dynamics of the market
(measured through the growth rates of the
industry according to experts’ forecasts, the
average level of market growth in %).

The level of adaptability to changes (as the
speed of implementation of new technologies,
flexibility in changing the business model, as
assessed by company experts).

Employee productivity assessment is based on
documented data on completed tasks, volumes (or shares)
of completed work, deadlines and rhythm of their execution;
determined through metrics:

Volume of work performed (measures: number of
completed tasks per period, share of completed tasks in the
overall plan, average percentage of KPI fulfiliment;

Rhythm of task execution (measured by average task comp-
letion time, number of missed deadlines, load uniformity coef-
ficient (variability of work execution in different periods).
Compliance with deadlines, defined as average deviation
from planned deadlines (%), number of overdue tasks and
average duration of downtime.

Market assessment is carried out based on data analysis on
market share, product demand, sales trends; it is determined
by the following indicators:

Market growth rate, which is determined by changes in the
company’s share in the total sales volume in the industry,
region, other cluster, projected growth rates based on
historical data.

Product penetration rate as the share or specific weight of
customers using a certain company’s products in the total
number of potential consumers.

Production capacity assessment includes data on
production cycles, quantity of manufactured products, time
to produce a unit of production; it is characterized by the
following non-cost indicators:

Production capacity utilization is measured by the actual
volume of production / maximum possible capacity (%), the
average number of shifts per month.

Production time per unit of production by determining (timing)
the average duration of the production cycle, the time to process
one order, the average time to reconfigure equipment.

The quantity of manufactured products is measured by the
indicators of the number of units of production produced per
shift/day/month, the average number of manufactured (and
unfinished production, if provided for by the technological
process) products per employee.

Assessment of operational efficiency includes analysis of
time spent on certain processes, technological operations,
repartitions, indicators of product defects. Determined by
indicators

Duration of operations, which is determined by the timing of
the average processing time of one order, time for
performing critical technological operations, average time
for performing repartitions in production.

Parameters of product defects — are determined by the
percentage of defective products from the total volume, the
number of defects per 1000 units of products.

Turnover of the production cycle is measured as the number
of completed production cycles for a certain period, the
average storage time of semi-finished products before
transfer to the next stage.

The level of operational time costs is determined by the share
of unproductive time in total working time and average
equipment downtime due to separately determined
organizational and enterprise-independent factors.

Figure 2. Characteristics of applying non-financial valuation methods
in management accounting by the origin of information

Source: compiled by the authors.
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At the same time, the researchers point to other groups of problematic
features, which are summarized in the Table.

Table

Characteristics of problematic features of non-financial valuations
in management accounting

The nature of the deficiency

Potential consequences of its application

Retrospective assessment: factual — historical
data that does not always reflect the current or
future parameters of the assessment object

Focus on short-term results, such as quarterly
or annual earnings

Failure to consider risks and uncertainties that
may significantly affect future financial results

High subjectivity: some financial estimates, for
example, regarding depreciation, may be too
subjective and depend on the valuation methods
chosen by management in the accounting policy
Ignoring intangible (intangible) assets: financial
estimates focus on measuring value indicators,
such as profit or expenses, but do not take into
account the components of intangible assets
(reputational and motivational capital, such as
customer loyalty, employee knowledge), do not
take into account the impact of human capital on
the efficiency of the enterprise

Impact of inflation: valuations mostly do not
take into account inflationary processes and
their impact on the purchasing power of money
Lack of consideration of the social and
environmental consequences of the enterprise’s
activities

Incorrect forecasting or decision-making, especially
in rapidly changing market conditions

Management making decisions that maximize short-
term benefits to the detriment of the long-term
development of the company or line of business

Inflated valuations or insufficient attention or
disregard for potential negative scenarios

Impact on the accuracy and adequacy of calculations
(for example, regarding cost) and analysis, which can
lead to manipulation of results to meet short-term
goals

Underestimation of important factors that affect the
long-term success of the enterprise, in particular,
irrelevant assessment of its components that form the
complex value. Also based on such estimates —
insufficient investment in personnel development,
decision-making that reduces employee motivation

Distortion of analysis results, especially when
comparing financial indicators on a long-term track

Promoting ignoring business responsibility to society
and environmental responsibility, which in a strategic
long-term perspective can comprehensively harm the
company

Source: compiled by the authors based on (Halek et al., 2020).

Therefore, the above features are not so much shortcomings as organic
characteristics of such assessments that impose their limitations on use. In
addition, to achieve an objective picture of the assessment, business practice
itself involves the synergistic application of both financial and non-financial
indicators in relation to their objects. The scientific justification of this
approach is based on the principles of complementarity. Its essence can be
formulated as follows: to reproduce the integrity of a phenomenon at a certain
stage of its cognition, it is necessary to apply such approaches to the
characteristics of the object of assessment that are mutually exclusive and
mutually limit each other. These may be "additional™ classes of concepts that
will be used separately depending on special (for example, experimental)
conditions, but only taken together do they exhaustively represent all the
information about the object being described. At the same time, the better
one indicator is defined, the less accurately another indicator related to it will
be calculated. In our study, this principle was applied to find the most
complete characteristic of the object of assessment using exposure through
both financial and non-financial metrics.
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Consider a company that produces office equipment. Its financial
indicator — quarterly profit — meets the target norms set by the owners, but at
the same time the level of customer satisfaction (a non-financial indicator)
has dropped significantly due to the deterioration of after-sales support (due,
for example, to savings on training and education of personnel in service
centers). If the company ignores this non-financial aspect, in strategic terms
this may lead to the loss of the customer base and a decline in profits, even if
the operational financial results will look positive for some time due to the
inertia of the process.

The synergy of applying both approaches will allow managers to
understand that although financial results are important, for long-term
success it is also necessary to improve non-financial indicators, such as
customer support, due to the corresponding costs, which in the future may
slightly reduce profits. At the same time, non-financial indicators used in
management accounting are not limited to qualitative indicators, as noted
(Androsenko, 2024).

3. Methodological principles and procedures of non-financial
valuation in operational and strategic management accounting

Therefore, non-financial evaluation measures can be applied at the levels
of both operational and strategic management accounting, in short-term (within a
calendar year or production cycle) and long-term (over a year) perspectives. These
measures are correlated with key performance indicators (KPI). The parameters’
characteristics of their application are summarized in Figure 3.

The use of such parameters is possible both comprehensively and
locally, depending on the defined measurement task. An example of a
non-financial assessment of a company’s motivational capital is the charac-
teristics measurement of such an element of corporate care for personnel as
the employees’ transportation by shuttle to/from work. In this case, the cost
assessment of this program as an element of motivational capital is measured
according to financial accounting data as the sum of direct and overhead costs
associated with the transport service (the cost of the driver’s salary and social
contributions related to it, the cost of fuel and lubricants, the share of
depreciation deductions proportional to the provision of the service, expenses
paid to contractors and partners, etc.). At the same time, in the non-financial
dimension, it is possible to parameterize such an element of motivational
capital through indicators of the absolute number and share of employees
covered by the service, the structural breakdown of the covered personnel,
time characteristics (measured by timekeeping, time spent on the road and
time saved by employees, which can be found out by conducting a
questionnaire).
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MANAGEMENT ACCOUNTING

Measurements and parameters of their

indicators

Operational
(short-term perspective)

Strategic
(long-term perspective)

SI01E21PUI

Good quality indicators before transferring products and
providing services to consumers

Number of detected defects at the stage of accepting
products or providing services (in absolute numbers for
each order, type of product and overall for the
enterprise), number of defects per 1000 units of
| products, specific weight of detected defects in total
output and in the nomenclature section.

Number of products for which a grade reduction
occurred.

Number (by nomenclature) and share in the
total volume of the production program of
new products mastered by production in each
reporting year of the sample period.

Level (percentage or coefficient) of capital
investments in research and development,
scientific research and design work in their
total volume

(fenusrod
uoneAouul Jo sioyeaipur) (€
S3I1IAI0E JO UONBAOUU|

Good quality indicators after transferring products and
providing services to consumers.

Number of customer complaints and warranty retums
(in absolute numbers — in the nomenclature section of
sold products and overall by sales volume) and their
specific weight

Number of recalled products to eliminate problems
identified by the manufacturer after shipment (number
of cases and their specific weight in the nomenclature
> section).

Number of products not accepted by consumers
(number of cases and their specific weight by product
category, indicating specific reasons and identified
culprits)

Quality of products or services

Brand equity quality is in benchmark
scores with the most successful compe-
titors.

The level of brand awareness, determined
by a survey or questionnaire — as a percen-
tage or share of positive responses to the
number of requests in a representative
survey).

Brand loyalty / indifference as the degree of
buyer’s commitment to a specific brand as long-
term commitment. Measured by the number of
repeat purchases of goods or services of a
particular brand when changing their genera-
tions, model lines, collections, determined by
questionnaire — in the nomenclature section

(rended pueiq)
uoneindas puelq Jo uonelussaiday

Order fulfillment time (order processing speed
from the moment of order placement to receipt
by the client).

Average production cycle time.

Time for technological production operations
| and their share in the total order fulfillment.

Production cycle duration

Speed of operations

The number and structural composition of quality
points (including "stars", "likes", etc.) — positive
and negative consumer assessments of specific
types of products, goods or services (specific
weight on the Internet pages of manufacturers,
retailers, in particular in their social networks,
with a grading of the score on the appropriate
scale), benchmarking rating points; as an
| example — the specific weight of "10 points"
assessments in the general sample of assessments
of a certain product for the current month.

The number of repeat purchases of products,
goods or services by product category and in
the specific weight of sales volume

Interaction with customers

Indicators:

« labor productivity in physical units and
conventional units for related products;

» employee satisfaction level (assessment by

—  questionnaire in points);

* number of training hours/credits in training
courses or number of courses mastered by
employees in the current period

The level
of personnel efficiency as

a component of human

The level of long-term satisfaction with work,
corporate culture, working conditions, career
growth opportunities and relationships in the
team. Indicators are long-term job satisfaction,
level of loyalty to the company, level of stress
at work or when performing certain tasks or
operations — in quantitative indicators and a
score as a result of an anonymous
questionnaire and survey — using the eNPS
index (Employee Net Promoter Score, net
satisfaction assessment).

The level of staff turnover, which may
indicate, among other reasons, problems with
motivation (staff stability, on the contrary,
indicates a strong motivational capital of the
company). Indicators - the percentage of staff
turnover and the average term of employment
of employees in the company, as a whole and
in terms of its structural units and
responsibility centers.

The level of corporate culture is parameterized
by indicators of team cohesion, the presence
of support from management, and trust
between employees. Metrics: level of commu-
nication between departments (number of
interactions by process), number of conflict
situations and a score scale of their potential
danger, participation in corporate events — in
number by company and by individual
responsibility centers — in absolute number
and in specific weight, as their share in relation
to the company as a whole

swuay Aseyauow ui Ayiuenb o} ajqissodwli 10 3NJ1LIP
aJe Jey) uoneAnow dskojdwsa Jo syoadse ajqeinseaw AjpAneIuenb Ing ‘ainjeu ul aAlelfenb

$S9SSe 0] SN MOJ[e Y9IyM Jo s1ajeweled ay) ‘fended [euoijeAnow Buiziiaioeleyd siojeaipu)

Figure 3. Parameters for the use of non-financial measures and their indicators
in operational and strategic management accounting

Source: compiled by the authors on the basis of (Gurzhiy, 2022; Medvid et al., 2022;

Zadniprovsky, 2024).
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Another example of non-financial evaluation is the use of the eNPS
(Employee Net Promoter Score) index in management accounting — an
indicator of the level of loyalty and satisfaction of a company’s employees
as a component of its motivational capital. The definition of the index is
based on the concept of Net Promoter Score (NPS), originally developed to
assess customer loyalty, but adapted for internal use in human resources
management. The eNPS indicator helps to understand how willing
employees are to recommend their company as a place to work to other
people, which indicates the level of their motivation, involvement and
general attitude towards the employer (Hanapraveena & Ayisha Millath,
2024, pp. 420-424). The eNPS index, which is one of the key performance
indicators, is calculated based on employees’ answers to one key question of
an anonymous questionnaire: "How likely are you to recommend our
company as a place to work to your friends or acquaintances?" The answer
is rated on a scale from 0 to 10, where: 0 — | would not recommend at all;
10 — I would definitely recommend it.

The survey results are distributed by the proportion of answers into
groups:

"Promoters" —those who gave a score of 9 or 10, who are very satisfied
and loyal to the company.

"Passives" — those who gave a score of 7 or 8, who are generally
satisfied but do not show strong loyalty.

"Detractors" — those who gave a score of 0 to 6. They are dissatisfied
and may negatively affect the company’s reputation.

The final calculation of the index is determined by the formula:

eNPS = % Promoters — % Detractors.

The proportion of "neutrals” is not taken into account in the
calculation. The final result is displayed as a number from -100 (all criticized)
to +100 (all promoters). A positive eNPS (above 0) indicates a predominance
of loyal employees; a high (30 and above) eNPS is considered a good
indicator in most industries, and a negative index (below 0) indicates
significant problems with motivation, culture or working conditions and,
accordingly, low motivational capital of the company. At the same time, the
indicator does not take into account the depth and subjective reasons for
dissatisfaction or loyalty (to determine them, additional questions are
required in anonymous questionnaires), being dependent on the subjective
perception of employees, their psychotypes and the influence of random
triggers.

Therefore, to determine the values of non-value metrics in the
assessment process, direct observation (for example, counting, timing), as
well as surveys and questionnaires can be used. The final formalized result
of the measurement can be either a special form of management reporting or
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the inclusion of such information in strategic reports or integrated reporting.
Thus, we can parameterize the characteristics of motivational capital as an
important key factor in the company’s success in a sufficiently compre-
hensive manner.

Conclusions

Identification, recognition and evaluation of accounting objects and
enterprise activity processes using non-cost indicators is an important
and promising component of company management. It allows us to identify
and measure the strengths and weaknesses of the system and critical success
factors that escape monetary evaluation, and to avoid the categorical
limitations imposed by the cost measurement of financial accounting. Both
operational and strategic management accounting are objectively interested
in developing and implementing in practice a methodological toolkit of non-
financial evaluation, which will facilitate the adoption of informed mana-
gement decisions. Thus, among the stages of implementing an integrated
system of management accounting, budgeting and BSC, there is "the
formation of indicators that reflect the degree and possibility of improvement
that have arisen in certain areas that are directly affected by the implemented
management tool" (Fomina, 2017), which also includes a set of measures for
implementing a non-cost evaluation system.

The use of non-financial assessment in operational and strategic
management accounting, the addition as a result of its application of the
traditional system of financial (cost) accounting indicators for the exposure
of objects, which, although they can be described through quantitative
parameters, are practically impossible to tax, will allow obtaining a more
complete and comprehensive characteristic of them, compared to the
traditional approach. This confirms the hypothesis of the research that
the synergy of the use of financial and non-financial assessments will provide
comprehensive and maximally complete information about the object,
supplementing information on the measurement of various and difficult to
compare its parameters. The non-financial metrics themselves for building a
comprehensive management accounting system should be classified, in
particular, depending on the sources of the information received both factual
and obtained on the basis of the expressed professional judgment, and also
separately, for the needs of the strategic and operational subsystems of
management accounting. Non-financial measurement can be a qualitative
tool for assessing key performance indicators (KPIs), for example, using
metrics of employee loyalty and satisfaction; benchmarking is a reliable tool
for non-financial measurement, in particular for assessing customer
interaction parameters.

At the same time, there is no formalized universal methodological
approach to determine all non-value characteristics of management
accounting objects in both operational and strategic applications. Enterprises
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independently choose them, adapting the methodology for their application,
based on the characteristics of their activities, their scale, priorities and
strategies, and the task of accounting is to ensure the relevance of such a
choice with the developed and systematic tools for non-value assessment.
Therefore, further research can be devoted to deepening the systematization
and structuring of non-financial assessment tools. Also interesting are further
investigations into correlations and cause-and-effect relationships between
non-financial assessments (such as employee loyalty according to the eNPS
index) and financial results (profitability), for modeling business efficiency
parameters. Further research into problems related to the subjectivity of non-
financial assessments, their comparability, and the possibility of developing
certain universal standards for their measurement and exposure in
management accounting also looks promising.
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