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Abstract: Based on the goal set in the beginning of the work
and formulated tasks, the research is devoted to the study of
theoretical and normative bases of accounting and analysis of
innovative costs of the enterprise. The essence of innovation and
innovation costs as an object of accounting and analysis is
investigated. The actual problems of accounting of expenses on
innovations are analyzed. The methodical bases of the enterprise
innovative cost analysis are investigated. | nvestigating the current
issues of accounting for innovation costs before accounting for
innovation costs has identified a key direction - displaying
innovation costs as a separate accounting entity.

The study provides recommendations on how to improve
accounting and analysis of innovation costs, namely, the authors
proposed an accounting approach that provides for the
preliminary creation of additional analytical sections on the
expense accounts and in the accounts, which keep records of
capital investment and proposed to analyze innovation costs as
part of a comprehensive analysis of innovation activity of the
enterprise. An algorithm for analyzing enterprise innovation has
been developed, which includes five stages of analysis, a system of
indicators for analysis of innovation, a statement of sources of
financing of innovation-investment activity and a statement of the
volume of innovation costs, which will provide a well-reasoned
and reasonable estimate of costs.

Keywords : Accounting, Analysis, Enterprise, I nnovative Costs.

I. INTRODUCTION

Structural transformations occurring in the world economy
are conditioned by the transition from an "industria
economy" to a "knowledge economy" characterized by the
dominance of intellectual capital and innovation [1-3]. These
should be the basis for the dynamic development of
production, anecessary component of the process of ensuring
successful, long-term and sustainable functioning of the
enterprise,
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one of the fundamental components of an effective
strategy and an important tool for ensuring competitive
advantages.

At the same time, there is a need to create a system of
accounting for costs of innovation and their operational
control, which would enable to provide information to each
enterprise, including the state innovation policy in genera in
the conditions of globalization and uncertainty of the
economy [4-7].

Asaresult of the conducted researches the imperfection of
the scheme of accounting of expenses for innovative
processes of industrial enterprises has been found out. This
imperfection is as follows:

a) there are no methodological recommendations for the
accounting of the costs of innovation processes;

b) information on the cost of innovation processes is
scattered across different accounting accounts;

¢) there is no interna reporting that would provide
systematic information for the operational management of
costs for innovation processes;

d) the compilation of statistical forms of reporting on the
cost of innovation processes requires a considerable amount
of information to be processed [8].

Partial solution to these problems is possible through the
use in the account of the proposed account "Costs of
innovative processes’. This will help you quickly find the
data you need and quickly use your information to manage
the cost of innovation processes.

I1. INNOVATION AND INNOVATION COSTSASAN
OBJECT OF ACCOUNTING AND ANALYSIS

The ambiguity in the interpretation of the term
"innovation" is explained by the complexity of combining
material and intangible features, which are characterized by
qualitatively different categories.

The concept of "innovation" can not be understood not
only asinvestmentsin fixed capital, but also refer to the costs
of research and development and human capital, which are
components of intangible assets.

The process of transforming an innovation into an
intangible asset as an accounting object can be schematically
presented (Fig. 1).
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The result of scientific and
technical activities based on INNOVATION
the use of scientific
achievements \l—l/
Recognition of intangible g
assets, reflection in the "| INTANGIBLE
balance sheet of the enterprise ASSETS

Fig. 1. The process of transfor mation of innovation into
intangible assets

Ascan be seen from Fig. 1. Innovation becomes an intangible
asset only after it recognizes the costs incurred to create it.
Therefore, the concept of innovation in accounting is broader
than intangible assets, since not al innovation results are
reflected in the balance sheet.

Thelevel of theoretical study of accounting problemsisfar
behind the needs of business entities, including the lack of
methodological support for accounting for entities that
require innovation, which in turn requires their identification
and classification. With thisin mind, the existing accounting
system should disclose information about the impact of
business activity on the objects of the innovation processin
order to meet the information needs of external and internal
users.

This function can be implemented by accounting for
objects related to innovation.

Business entities keep track of innovation expenditures in
different balance sheets, which indicates that current
accounting methods are imperfect. An analysis of the current
economic literature on accounting for innovation spending
accounts for several options. It should be noted that, by
proposing an appropriate approach to the methodology of
their accounting, the authors mainly give its descriptive
characteristics, but do not give specific examples in the
context of analytical accounts and subaccounts.

One of the most difficult stages of analyzing the
effectiveness of innovation and the cost of innovation is to
build a system of monitoring the external environment of the
enterprise, ie a system of continuous monitoring of the
directions and achievements of NTP in specific and related
industries. The second problem isthe lack of formsthat allow
you to visually analyze the innovative costs of the enterprise,
sources of financing innovation and investment activities, the
volume of innovative costs of the enterprise, etc.

[11. METHODOLOGY OF IMPROVING
ACCOUNTING AND ANALYSISOF INNOVATIVE
COSTSHINTS

A. Methodology Description

The research has shown that accounting and analysis of
innovative costs can be improved in several aspects:

= Accounting and analysis practices that exist in most

enterprises do not alow them to fully generate the

necessary information about the processes occurring

in the framework of innovation activities. This is
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partly due to the fact that innovation has not yet
become an obvious business object for management,
and the costs arising from the innovation process have
not yet been properly reflected in the accounting
system;
=  Many companies do not analyze innovative costs.
All this is the basis for the development of
recommendations for accounting and analysis of innovative
costsin the enterprise, which areillustrated in Table. 1.

Table- I: Justification of the development of
recommendations for accounting and analysis of
innovative costs at the enterprise

Problem identified Effects Proposed
measur es
Recommendations for accounting for innovative costs
The existing
accounting and A methodology

Theinability to estimate,
control and analyze the
cost of innovation.
Difficultiesin

analysis practicein
the enterprise makes
itimpossibleto fully

for accounting for
innovation costs,
which will help to

generate the determining the providereliable
_hecessaly efficiency of innovation n formali on,
information about activity and innovation increaseits
the processes otential of the analytics, and
occurring in the P . identify reserves
framework of enterprise. to reduce costs.
innovation activity.

Recommendations for analyzing innovative costs
The enterprise does not
have a reasonable and
reasonable estimate of

innovative costs, lack of Introduce
operational analysis of innovation cost
i | resource use, analysis as part of
Innovat_lo_n cost _ |dmt!f|cat| on and acomprehensive
analysisisnot elimination of causes of avsis of
conducted costs and deficienciesin an ys's_ 0
the organization of enterprise
activities and violations innovation
of technological activity.

processes, search and
mobilization of internal
reserves of the enterprise.

Thus, the devel oped recommendations, above al, will allow
to streamline and improve the accounting and analysis of
innovative costs at the enterprise.

B. Methodology of | mproving Accounting of Innovative
Costshints

Investigating approaches to cost accounting for innovation
hasidentified akey direction - to reflect cost of innovation as
a separate accounting entity.

An assessment of the nature and content of the approaches
considered shows that the vast majority of them are
accounted for in the system of accounts as standalone
accounting items in the form of expenses and capital
investments. The scientific development of the feasibility of
maintaining a separate account of the cost of innovation,
which are given in the works of domestic scientists, is based
on the doubl e reflection in accounting of the same costs.

To avoid this situation, as well as to meet the information
needs of the innovation cost management system, we propose
our own accounting approach (Fig. 2), which involves the
preliminary creation of additional analytical sections on the
expense accounts and in the accounts on which the capital
investments are kept (Table 2).
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Fig. 2. A general scheme for accounting for innovation costs
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Table- I1: Proposed snippet of thework plan for accounting for innovation spending

Synthetic Accounts First-order subaccounts

Second-order subaccounts Third-order subaccounts

code name code name code name code name
1 2 3 4 5 6 7 8
CLASS 1. NON-CURRENT ASSETS
A . By types of new and /
152 gcgzgtge(tgreanon) 152X or significantly
improved fixed assets
15  Capital Investments By types of new and /
Acquisition (crestion) or significantly
154 of intangible assets 154X improved intangible
assets
CLASS 2. INVENTORIES
3 Production 233 _H'oduct_i on of 233X By types of innovative
innovative products products
CLASS 3. FUNDS, CALCULATIONSAND OTHER ASSETS
391 Costs for preparation By types of new products
and development of
911 production of new 391X
Costsfor the products
preparation and Costs for development By types of new
39 Expenses of future periods development of new 3912 of new production, 3912X production, workshops and
products and workshops and units units
production (start-up costs)
Costs of preparatory By type of work
3913  work in the extractive  3913X
industries
CLASS9.ACTIVITY COSTS
Non-capital
expenditures related to
011 _technol ogy 911X By types of producti on
improvements and structural units
production
organization
91  Total expenditures Non-capital
012 expenditures related to 912X By types of production
product quality structural units
assurance
Costsrelated to :
913  inventionand 913X By types of productl on
P structural units
rationalization
04111 Egt:réﬁr basic scientific
9411 Research costs 04112 Costs of applied scientific
research
Costs of development of
94121  design and technological
94  Other operating expenses 941 ng/sésofor:qre;qoﬁtearch and documentation
P Costs for the development
9412 Research costs 94122 = and manufacture of
laboratory equipment
Costs for the manufacture
94123 and testing of the prototype
94124  Other expenses

Costs for innovation are not an entirely new accounting
feature, but they are also amanagement feature and are one of
the key indicators in the management decision making
process for improving the financial and economic
performance of businesses.

The accounting information system is able to provide cost
data in various sections, including reflecting the cost
structure involved in the processes of new product creation
and technological upgrading of production.

Simulation of accounting information systems used by
business entities makes it possible to carry out such
modifications without considerable time and labor. In this
case, modern software creates the opportunity to generate the
necessary information and to obtain additional analytical
indicators for a relative comparison of the amount of
expenses incurred with the planned and identify reserves for
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their reduction.

C. Methodology of Improving Analysis of Innovative
Costshints

Research has shown that innovation cost analysis must be
comprehensive in order to obtain comprehensive, relevant
infformation to make informed management decisions.
Secondly, it isinappropriate to analyze the cost of innovation
alone, because the cost of the analysis will far outweigh the
potential benefits. Therefore, we believe that the analysis of
innovation costs is part of a comprehensive anaysis of
innovation activity of the enterprise.

We propose an agorithm for analyzing the innovative
activity of an enterprise, which includes five stages of
analysis that are functionally interconnected (Fig. 3).
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Step 1. Preliminary analysis
Analysis of the company's position, as well as an assessment of its strategic
development.

<~

Step 2. Perspective analysis
Analysis of the possible options for the development of the enterprise and
determining the need for innovation and investment. Analysis of investment
aternatives.

~~

Step 3. Operational analysis

Analysis of current innovation activity. Cost analysis of innovation activities.

Analysis of innovation performance. Analysis of enterprise reliability.

v v

A
A

Analysis of current innovation
activity

Cost analysis of innovation
activities
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A 4

The scorecard
(Table 3)

v

Analysis of innovation
performance

v

& »
<« »

Analysis of enterprise
reliability

>

Step 4. Retrospective analysis

achievement of strategic goals

Retrospective analysis of innovative activity and evaluation of enterprises

>

Step 5. The final stage of the analysis
Evaluation of the impact of innovation on the financial position of the
enterprise, its position in the market.

Fig. 3. Scheme of proposed complex analysis of innovative activity of the enterprise

The first and second stages are integrated into the process
of strategic enterprise policy-making based on the analysis of
internal and external factors. At these stages, an analysis of
possible options for the development of the company is
determined and its capabilities, investment needs are
determined, the possible alternatives for investing are
searched. At the sametime, therole of equity in the formation
and development of innovation potential is evaluated.
Subsequently, the influence of the main technica and
economic factors on the change in the structure of innovation
potential in the reporting period in comparison with the
previous one is analyzed and the intra-economic reserves of
growth of the innovation potential of the enterprise are
revealed.

In the third stage, an operational analysis is carried out,
which contains the following components:

= analysis of current innovation activity, in the process
of which the performance indicators of current
innovation activity are calculated: simple rate of
return on share capital, current liquidity ratio,
utilization rate of enterprise costs for innovation
activity, ratio of purchased and self-developed
innovations, etc. , acquisition of intangible assets and
fixed assets based on the dynamics of changes in the
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cost of innovation and the number of innovative
projects under development in the reporting period
compared to the previous one. The influence of the
main factors on the change of these indicators is
revealed. Then internal reserves of increase of
innovative activity of the enterprise are revealed.
analysis of innovation performance. At this stage, the
productivity of the enterprise's innovation activity is
determined by calculating the relevant indicators
(cash flow ratio, the share of profit from innovation
activity in the total profit of the enterprise, etc.). The
dynamics of indicators in comparison with previous
periods is analyzed, the efficiency of innovations
implemented by the enterprise and their impact on the
performance indicators of the enterprise are
evaluated, and at the same time the possible reserves
of improvement of these indicators are identified.

cost analysis of innovation activities. For this type of
analysis, we propose to use a system of indicators for
different components, presented in Table 3.
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Table- I11: Proposed system of indicatorsfor the
analysis of innovative costs

IV. RESULT AND DISCUSSION

For a visual perception of innovation costs, we propose a

= analysisof thereliability of the enterprise, namely the
financial results of the enterprise, a detailed analysis
by its subsystems (including the
investment-innovation subsystem) and the analysis of
total input, output cash flows. Factor analysis of the
impact of innovation activity on the level of reliability
of the enterprise, on the level of its solvency,
profitability, business activity, liquidity of the
balance, etc. is carried out.

The next stage is a retrospective anaysis, which is
necessary to form an information base and create the
preconditions for strategic management. It includes the
evaluation of quantitative and qualitative indicatorsreflecting
the efficiency of the enterprise's innovation activity.

Thefinal stage analyzes the reasons that hinder innovation
development, which will alow to develop measures for the
further development of innovation activities, summarizes the
enterprise’'s innovation activities compared to the previous
period.
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Indicator | Designation | Formula . . . D
Financial component Sheet of sources of financing of innovation-investment
Share of internal R&D activity (Fig. 4).
apmdltur% and tEChnOI Ogy K1 K, = (CR&D + Cm) Per month Increasing result since the
acquisition in total te Crot beginning of the year
manufacturing costs Source name total § total
P d C, nvestment mcludmg o investment mcludm‘:; o
Specificity of the products K2 K, = ZR&D actiity innovation v innovation
produced 2 Cprod Own, total '
Security of intellectual K3 K. = Cp eluing due 10
property 7 Ct dg_mcﬁu.-—;z:
Shareof i ntangl ble assets C Simds from the sale of shares
acquisition costsin total R&D K4 Ky=71 1A mabillztion of intermal assels
expa’lws R&D share and ofherz;m::;jf: rﬁ:!:;lz;
Share of traini ng costsin total K5 K. = Ctr members af collectives
R&D expenditures * " Cren volved, total
CD . m"!i\m'mg.‘
State sources of R&D funding K6 K = domestic investors' funds
CR&D Jumds of foreign investors
Personnel component P foars
R nanciar leasing
The share of R&D workers in 7 K. = Jren sond loare
the total number of employees 77 Quot Free financing, fotal, incl. fimds:
Provison  of  top-quality K8 K. = Qiq the state budget
personnd "~ Quup I
Theleve of wages of scientific K9 K. = Wistw centralized business associations
and technical workers T W, Total
Material and technical t . . .
— e A e oo = Fig. 4. Proposed Statement of sour ces of financing of
Techno-technological base _ ERep - . . .
intended for R&D K10 Kio =g~ innovation-investment activity
0
E
s i — Zpr . . .
Progressive equipment K11 K =g~ As part of the relevant synthetic accounts, we consider it
7 . .
Moderni zation of equipment K Ky, = 2 advisable to open analytical accountsto account for 'Fhe costs,
_ _ i EX)t output, revenues and performance of new technologies.
ngg;&?;;gq‘t”t“’d”a'o” of K13 Ky = =" To the above analytical accounts for accounting of
Information component innovation costs, we propose to compile a Notice (report) by
Expenses for information Kl4 K. = Gia types of innovation costs (Fig. 5).
activities 7 Cren
Staff busy information Qia . )
Lo K15 Ke=—" Increasing result since
activities 15 Qrep Source name Per month the beginning of the year
Market component UAH | PErCeRt® | o percent to the
Indicators of development of K16 K. = CP;, ) the total ) total
new products 6 CProte Tmmﬁm AR
Fra:]umt prOdUCt innovation in K17 K., = Oin resga?:Is :zuc' development
total industrial OUtpUt 17 = Otot acquisition of new technologies
Profitability of innovative Pin purchase of machines, equipment, instailations,
K18 Kig = etc. fived assets and capital expenditures
prOdUCt§ _ 1 Ptot related to inmovation
COmpaltl veness of new K= Qin production costs for new techmologies
products K19 19— Qcomp crop production

livestock products
marketing, advertising
others

Fig. 5. Statement of Innovation Costs

Such a Statement will allow systematization of disparate
information about innovative processes and more efficient
use of this data for management purposes.

V. CONCLUSION

The study provides justification for the development, as
well as recommendations for improving accounting and
analysis of innovative costs in the enterprise, namely:

1) to provide information needs of the innovation cost
management system, we propose an accounting
approach, which involves the preliminary creation of
additional analytical sections on the expense accounts
and in the accounts on which the capital investments are

kept;
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2) itisproposedto carry out the analysis of innovation costs
as part of a comprehensive analysis of the innovation
activity of the enterprise. An algorithm for analyzing
enterprise innovation has been developed, which
includes five stages of analysis, a system of indicators
for analyzing innovation costs in the enterprise, a
statement of sources of financing innovation and
investment activity, and a statement of the volume of
innovation costs, which will provide a reasoned and
reasoned cost estimate.

Thus, the suggested recommendations can help the
enterprise streamline and improve the accounting and
analysis of innovative businesses.
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