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BUSINESS FORECASTING AS A FINANCIAL MECHANISM OF BUDGETING

It is established that the forecasted values of financial potential are based, first of all, on adjusted
indicators of its realization in previous periods, taking into account projected changes in sales volumes,
profitability, own and borrowed capital, ensuring a positive effect of financial and operational leverage,
implementation of investment projects, and so on. Ultimately, financial planning is aimed at providing,
restoring or maintaining financial stability.

In-house financial planning is based on the use of three of its main systems: forecasting fi-
nancial activities; current financial planning; operational financial planning, which are intercon-
nected and implemented in a certain sequence.
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MexaHi13MH JIepKABHOTO YIIPABITIHHS

Planning of the financial potential of the company is a list of actions and sequence of the
formation of financial capacity, bringing it appropriate material, labor and financial resources to
achieve the financial goals and tasks set by the enterprise.

The calculation of the projected financial potential of the entity should be based on long-
term net profitability (profitability from operations with fixed assets, namely, return on investment
of fixed assets) and financial stability, taking into account the forecast of increase of profitability
of equity, growth, preservation or restoration of liquidity.

The projected financial potential should be based on the generation of a net cash flow that
would allow, by increasing gross revenue and return on equity, to increase or restore lost finan-
cial sustainability, in particular, the current solvency ratio taking into account the operational
and financial leverage and the realistic forecast of growth in its working capital in cash form.

In recent years, due to the increase in the range of products, the pace of its renewal and compe-
tition in the commodity market, the nature of the management of an industrial enterprise has changed.
Management of its finances became impossible without effective planning of production and other ac-
tivities. Limitation of material and financial resources strengthens the role of the right choice of priori-
ties of the business entity. In connection with this new importance becomes budgeting at enterprises. It
is intended to ensure the process of production of competitive products, provided that optimal use of all
resources is made, that is, to ensure the flexible development of the enterprise.

This is achieved, first of all, by developing a consolidated plan of the main and auxiliary
production, taking into account the ranking of customer demand, ranking suppliers’ proposals
and improving the supply of raw materials, determining the magnitude of predicted and norma-
lized inventory, production capacity, taking into account the production stops, as well as the internal
needs of the enterprise semi-finished products and auxiliary products. Only on this basis, you can
reduce financial losses, inefficient spending and increase the cash flow generated by business,
maintain the necessary liquidity.

Key words: financial mechanism; state regulation; financial stability; forecasting; for-
mation of financial budget.

3’sco6arno, wo npocHosoeami 3HaueHHs QIHAHCOB020 nomenyiany Oa3yIombCs Hacamnepeo Ha
CKOpU20BAHUX NOKAZHUKAX U020 peani3ayii ¢ nonepeowi nepioou 3 ypaxyGaHHsM NPOSHO306AHUX 3MiH
00cs2y npooadicy, NpUOYMKOSOCMI, GIACHO20 MA NO3UKOGO20 KANImMaAie, 3a6e3nedents no3umueHo20
ehexmy 6i0 PiHAHCOB020 Ma ONEPAYILIHOLO NIZUHEY, peani3ayis IHBeCMUYILHUX NPoeKmie mowo. 3peu-
moio, Qinarcose nPocHO3y8aHHs — OLEBULL PIHAHCOBULL MEXAHIZM 0EPIHCABHO20 Pe2yO8ANHHS (DIHAHCOBUX
puHKig. Boro cnpsivosane Ha 3abe3neuerns, BIOHOGNEHHA A60 NIOMPUMKY IHAHCOB0I cmMAbiTbHOCI.

Buympiwnin mexanizm ghinancogozo nianysanus 6a3yemvcsa Ha GUKOPUCMAHHI MPbOX 11020
OCHOBHUX CUCMeM. NPOSHO3V8AHHA (DIHAHCOB0I OdisibHOCMI; NOMOYHe (QIHAHCOBe NIAHYBAHHS,
onepayiline inancoee nIAHY8aHHs, AKe 63AEMONOE A3aHe MA GUKOHYEMbCA ) NEGHIl NOCTIO0GHOCII.

KirouoBi cioBa: ¢hirancosuii mexanizm,; Oepoicagne pecynro8anHs, Qinancosa cmabinb-
HICMb,; NPOCHO3YBAHHSA, (POPMYBaHHS (IHAHC08020 bI0dCEm) .

Problem formulation. Planning of the financial potential of the company is a list of ac-
tions and sequence of the formation of financial capacity, bringing it appropriate material, labor
and financial resources to achieve the financial goals and tasks set by the enterprise.

The calculation of the projected financial potential of the entity should be based on long-
term net profitability (profitability from operations with fixed assets, namely, return on investment
of fixed assets) and financial stability, taking into account the forecast of increase of profitability
of equity, growth, preservation or restoration of liquidity.
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The projected financial potential should be based on the generation of a net cash flow that
would allow, by increasing gross revenue and return on equity, to increase or restore lost financial
sustainability, in particular, the current solvency ratio taking into account the operational and fi-
nancial leverage and the realistic forecast of growth in its working capital in cash form.

In recent years, due to the increase in the range of products, the pace of its renewal and
competition in the commodity market, the nature of the management of an industrial enterprise
has changed. Management of its finances became impossible without effective planning of pro-
duction and other activities. Limitation of material and financial resources strengthens the role of
the right choice of priorities of the business entity. In connection with this new importance be-
comes budgeting at enterprises. It is intended to ensure the process of production of competitive
products, provided that optimal use of all resources is made, that is, to ensure the flexible deve-
lopment of the enterprise.

This is achieved, first of all, by developing a consolidated plan of the main and auxiliary
production, taking into account the ranking of customer demand, ranking suppliers’ proposals and
improving the supply of raw materials, determining the magnitude of predicted and normalized
inventory, production capacity, taking into account the production stops, as well as the internal
needs of the enterprise semi-finished products and auxiliary products. Only on this basis, you can
reduce financial losses, inefficient spending and increase the cash flow generated by business,
maintain the necessary liquidity.

Analysis of recent researches and publications. Financial planning as the basis for the
management of the financial activity of the enterprise is the subject of research by a humber of
scholars in the field of financial enterprises, financial analysis and financial management, among
them: L. Alekseenko, I. Blank, M. Bilyk, V. Bykova, I. Gerchikova, |. Zyatkovsky, M. Korobov,
A. Krynik, A. Poddierogin, I. Salo, G. Semenov, T. Teplov and others. The financial potential of
the enterprise, the questions of its evaluation and formation, and the construction of an effective
system for managing it in their work are considered by O. Vasyurenko, P. Yegorov, F. Zhuravka,
Y. Serdyuk-Kopchekchi, S. Kozmenko, P. Komaretskaya, E. Kuzkin, O. Masligan, I. Moyseenko,
L. Macchur, P. Puzirova, E. Tereschenko and others.

However, in the domestic literature, there is a lack of a comprehensive study of the theore-
tical and methodological principles of planning the financial potential of the subjects of the real
sector of the economy.

Purpose of the article is to highlight the peculiarities of the formation of a financial mech-
anism on the basis of business forecasting in the context of state regulation of financial activity of
enterprises.

Main material. Taking into account the foregoing, the budgeting should be understood as
the totality, firstly, of the technologies of the coordination of all organizational units or functions
of the organization’s work plan, forecasts of changes in external and internal parameters based on
a comprehensive analysis, and on the use of estimated economic and financial indicators of the
enterprise activity, and and secondly, the mechanisms of operational and tactical management,
which provide solutions to emerging problems and achieve the goals set [1] make it possible to
form a budget for the industry the enterprise.

To organize the calculation of the enterprise budget, the whole set of data should be divid-
ed into:

— business forecasts, which are arrays of predictable data, reflecting the peculiarities of the
external and internal environment of the enterprise for the future period;

— business tasks, which are calculated on the basis of business forecasts and intended to de-
termine the complex of indicators of the enterprise.
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Only in this case, the calculations carried out in the process of forming the budget of the
enterprise, allow to fully take into account the specifics of marketing, production, supply, etc. and,
as a result, in a timely manner determine the amount of cash needed by the company, as well as
the sources of receipt of these funds (own, credit, budget or investor’s funds).

Business forecasts for budget calculation. The study of the practice of budget planning has
led the author to propose that for detailed calculation of the budget of the enterprise it is necessary
to predict the following business forecasts.

1. Projections of relations with buyers — business forecast is designed to determine the rela-
tionship with contractors associated with the sale of products.

2. Forecast of relations with suppliers — business forecast is designed to determine the rela-
tionship with contractors involved in the purchase of raw materials, materials, etc.

3. Forecast of warehouse stocks — business forecast is intended to determine the magnitude
of expected reserves at the beginning of the planning period (in the initial inventory, it is neces-
sary to specify the cost), as well as standardized reserves to ensure the smooth operation of the
enterprise. In the further calculation it is necessary to analyze the difference between the predicted
and normalized reserves, and, if necessary, should be made either from stock, or purchase, or pro-
duction into a warehouse (normalized reserves are mandatory).

4. Projection of production capacities — a business forecast, which allows to characterize
the specifics of the production activity of the enterprise: to determine the maximum opportunities
andproduction of products depending on the capacity of the equipment used.

5. Forecast of conditional fixed expenses — the business forecast is intended for the planning of
conditionally fixed expenses, which include general expenses (the cost centers of which are units pro-
ducing products or services) and general plant costs (the center of costs of which are units that do not
directly are involved in the production process), as well as nonproductive costs. When calculating the
budget, the total amount of workshop and factory costs, which are related to the cost, must be allocated
to the products that are produced, in relation to the adopted distribution base at the enterprise.

6. Forecast of commercial conditional fixed costs — business — forecast, designed to plan the
costs associated with commercial activities of the enterprise. Commercial costs are allocated to the
cost of all commaodity products in proportion to the profit from each product.

7. Forecast of other implementation — business forecast is intended to determine the volume of
income of the enterprise from other activities. In the business forecast, you must specify the following
data: customer, product, price, VAT rate, advances, demand, probability, delay, type of payment.

8. Forecast of transit of materials and energy resources — business forecast is intended for
determining the volume of transit payments of the enterprise (under transit refers to the transfer of
cash resources of the enterprise for temporary use on the conditions of turnaround without profit).
Transit payments are reflected only in the budget of cash, where the cost of money is equal to the
demand of the client, and the return shifts to the postponement of payment under the contract. In
the business forecast, you must specify the following data: customer, product, price, advances,
demand, probability, delay in payment, type of payment is similar to the business forecast “Rela-
tions with customers”.

9. Forecast of normalized costs — is necessary for planning of the standardized costs for
each type of products in the corresponding items of expenses in order to calculate the general
needs of the enterprise for the production program and the calculation of the cost of production.

10. Projection of work in progress — a business forecast, which determines the volume of
work in progress on each product on a specific equipment at the beginning of the planning period.
In case the product is in unfinished production, it reduces the capacity of its equipment until the
time of manufacture.
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11. Forecast of prices — business forecast is intended for the formation of the list of prices
(excluding VAT), which are valid at the beginning of the planning period, on the elements of
budget articles, as well as the predicted indexes for their changes. The indicated information will
be used to calculate budgets in value terms.

12. Forecast of exchange rates and inflation — business forecast, necessary to determine the
possible change in exchange rates, in which the company carries out calculations and inflation of
the national currency. This is necessary for the conversion of foreign currency payments into the
ruble equivalent and the definition of exchange differences, as well as the calculation of the
growth of prices for elements of budget articles (in the absence of a specific price index).

13. Forecast of costs of future periods — business forecast, designed to adjust the cost of
production through monthly redistribution of costs. It may indicate the balance of past periods for
the distribution of the cost of production. Redistribution may be subject to both the company’s
total costs and the costs of its divisions.

14. Forecast of tax payments — a business forecast containing data on tax payments of the enter-
prise: tax rates, tax breaks, tax periods. Depending on the type (cost, financial result, profit, indirect tax),
the relevant taxes will affect the calculation of cost, total income and expense and cash flow.

15. Forecast of depreciation deductions — business forecast, which contains data relating to
fixed assets and intangible assets of the enterprise.

16. Forecast of income from non-operating activities — business forecast, which is intended
for planning of income from participation in activities of other organizations, income from opera-
tions with securities, from other financial investments. Data are used to calculate the company’s
income and cash inflows.

17. Forecast of banks’ loans — business forecast, necessary for planning of attraction of
credit resources and spending of financial means for repayment of loans and repayment of interest.
The movement of credit resources is calculated on the basis of the balance of the unpaid loan, the
planned amounts of receipt and repayment of the loan, as well as the planned interest rate on loans
and loans. Interest on loans and loans relates to the financial result of the enterprise and reduces
the tax base for profit tax.

18. Payment Schedule Forecast — a business forecast is used to determine payment parame-
ters for budget items that are not available to the supplier (salary, etc.).

19. Investment forecast — a business forecast, designed to predict the amount of investment
in long-term and short-term investment projects, carried out at the expense of profits of the enter-
prise. The data is used to calculate the expenditure of money.

20. Forecast of repayment of receivables of previous years — business forecast, intended for
planning of receipts of cash from accounts receivable of previous years for specific clients (current
accounts receivable is formed on business forecasts “Forecast of relations with buyers” and “Fore-
cast of other realization”). Data are formed at the beginning of the planning period, indicating the
total amount of debt (including VAT) and its planned repayment, taking into account the type of
payment (money, netting, bills). Business forecast information is used to calculate cash inflows.

21. Forecast of repayment of accounts payable of previous years — business — forecast is in-
tended for planning of payment of money on accounts payable of past years by specific suppliers.
Data are formed at the beginning of the planning period, indicating the total amount of debt (in-
cluding VAT) and its planned repayment, taking into account the type of payment (money, net-
ting, bills). Business forecast information is used to calculate the cost of money.

Business tasks that make up the budget [2]. Based on the list of business forecasts, the cal-
culation of business tasks, which determine the directions of the company in the planned period, is
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being calculated. In this context, the author believes that in order to provide an effective mecha-
nism for managing financial potential, the enterprise in the planning period should be character-
ized by the following set of business tasks.

1. Production program — business task is intended to provide a consolidated plan of the
main and auxiliary production by subdivisions. The production program is calculated on the basis
of ranking the demand of customers and third parties, ranking suppliers’ proposals and eliminating
the shortage of raw materials and materials, determining the magnitude of the expected and nor-
malized inventory, production capacity taking into account the production stops, as well as the
internal needs of the enterprise in intermediate and complementary production products.

2. Sales budget — a business task is designed to calculate the sales budget of the company, formed
on the basis of real opportunities and reflects the marketing policy of the enterprise in relation to each cli-
ent. In physical terms, shipment is planned in the calculation of the enterprise’s production program and
includes the volume of customer demand, which has no restrictions on the capacities, purchasing opportu-
nities for raw materials, etc. In value terms, shipment is calculated by multiplying the natural volume at
the selling prices for specific customers, taking into account the indices of their change.

3. The budget of procurement of raw materials — the business task is intended for the for-
mation of a plan of service of logistics, calculated on the basis of the needs of the enterprise in
different resources and offers of different suppliers.

4. Budget remuneration — business task is designed to record the amount of wages calculat-
ed on tariff rates, salaries, basic rates, as well as all types of surcharges and deductions.

5. Budget of procurement of energy resources — a business task is intended for the for-
mation of an energy service plan, calculated on the basis of the needs of the enterprise in energy
resources for the production program and other needs, opportunities for own production of energy
resources and different tariffs depending on the declared capacity.

6. Cost of production — a business task is intended to calculate the planned cost of produced
products, implemented, in order to provide a basis for assessing the profitability of each product
and profit from the main activities of the enterprise.

7. Projections of incomes and expenses — a business task is intended for forecasting of the amount
of received profit as a difference between incomes and expenses of the enterprise. Data on the income
from the main activity and other implementation are formed when calculating the sales budget. Data on
non-operating income is transferred from the relevant business forecast and, in addition, if the company
conducts currency settlements with customers, the amounts of exchange differences are determined.

8. Cash flow forecast — a business task is designed to generate a financing plan that reflects
cash flows: receipts and payments in all areas of the funds. The calculation of cash flow is based
on the calculation of income and expenses of the enterprise by charging VAT at the specified
rates, determining the amount of proceeds of funds in each month and the need for financial re-
sources to cover costs, taking into account the planned deferral of payments.

9. Forecast balance — a business task is designed to determine the total number and struc-
ture of the company’s assets, as well as the way of financing these assets.

The budget of funds provides an opportunity to determine the forecast balance of funds at the end
of the budget period, net profit and the amount of necessary capital investments. After that, it is possible to
prepare a forecast balance sheet, which is the result of the entire consolidated budget process.

In order to develop a forecast of the balance at the end of the period, begin with the starting
(initial) balance [3]. In order to determine the new amount of fixed assets, any acquired fixed as-
sets should be added to the corresponding category (article) of the balance sheet asset. The source
of information for this step is the forecast of the movement of fixed assets and intangible assets of
the company, taking into account depreciation charges.
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Current assets, which usually consist of stocks (work in progress, finished goods, etc.),
debtors and cash (in cash, current account), are projected from the projected level of sales, features
of the production process and warehousing, the amount of receivables and the amount of balance
of the movement cash cash.

Short-term liabilities are those debts that have to be paid during the year. They consist
mainly of accounts payable, debts to the budget.

Long-term liabilities are debts that are payable over a year. In order to calculate what
should be the volume of these liabilities at the end of the projected period, it is necessary to add
loans made during this period to the initial long-term obligations and deduct the amount of money
already paid on obligations during this time (forecast of monetary receipts and payments).

The company’s own funds at the end of the year will be the amount of equity at the begin-
ning of the activity (authorized capital) plus the profit this year (from the forecast of profits (losses).

The degree of detail (or aggregation) of articles of the forecast balance directly depends on
the composition of the indicators selected for the assessment of activity [4]. Therefore, in the for-
mat of the forecast balance may be a large “bias” in the details of one or several groups of articles.
As a rule, the most detailed articles are the so-called “pain points” of the enterprise. Thus, in the
case of problems with accounts receivable, the details in the forecast balance can be made, for
example, in terms of debt, by type of debtors, by important debtors (personally), etc.

10. Budgets of subdivisions — a business task is intended for a detailed definition of the
work plan and needs of each unit in different resources necessary for the normal functioning dur-
ing the analyzed period on the forecasts of normalized and conditional fixed costs.

In order to implement such a system, it is recommended to first consider the organizational
aspects of budgeting at the enterprise.

Conclusions and further researches directions. To implement a strategy of sustainable
economic growth, which involves the joint operation of operational and financial levers, a new
model of financial planning for economic growth of the economic entity is proposed, which is
based on a combination of well-known planning models — the development of the financial part of
the business plan with the budgeting process and the compilation of forecast financial documents
accounting, in combination with planning methods for the implementation of financial stability
and profitability. The centerpiece of the model should be the process of budgeting, which allows
the most complete definition of the movement of financial flows of the enterprise, which is key to
the implementation of current and especially long-term financial stability.

The difference between the described model of financial planning consists in deeper elabo-
ration of the financial activity of the enterprise, which is considered in three directions: from the
position of income and expenses of the enterprise, from the position of cash flow and from the
position of the state of assets and liabilities of the enterprise.
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