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INTEGRATION OF COST MANAGEMENT INTO THE BALANCED
SCORECARD BASED ON FINANCIAL REPORTING

Anomauia. Y cmammi 00CHiONCEHO MeopemudHi ma MemoOOuyHi dacnekmu iHmezpayii
VIPAGNIHHA eumpamamyu 'y cucmemy 30a1aGHCOBAHUX NOKA3HUKIE nionpuemcmea. IIpedmemom
00CHI0JHCEHHS € npoyec (OPMYBAHHA CMPAMESIUHO OPIEHMOBAHOI CUCmeMU YIPAGTIHHA SUMpamamu
HA OCHOBI 8UKOPUCMAHHS NOKA3HUKIE (DIHAHCOBOT 36IMHOCMI Ma 36iMi6 3 YNPAaeuiHHs. AKMyaibHiCmb
00CHIOIHCEHHS 3YMOGNEHA HeOOXIOHICIO Nid8UWeHHs eeKMUBHOCMI YNPAGIiHHA eumpamamu 8
ymo8ax obmedceHocmi inpopmayilino2o 3abe3neuenHs, HeCmabilbHOCMI 308HIUHbO20 CepedosuLyd
ma 3pOCMAKHS POJi CMPAMeESIYHUX THCMPYMeHmMI8 YNpaeinHs OisibHicmio nionpuemcme. Memoro
pobomu € pospodKa MemoouuHo2o nioxody 00 iHmezpayii YNpasiiHHA SUMPAMAMU Y CUCTEMY
30a1AHCOBAHUX NOKA3HUKIE nionpuemcmed. Memooonociunow 0CHO80K O00CHIONHCEHHS SUCIYNAIOMb
cucmemMHUuli  niOXio, Memoou eKOHOMIUH020 aHANI3Y, V3A2albHEeHHs, NOPIGHSAHHI, J02IYH020
MOOenoeanHss ma  iHmepnpemayii noKasHukie Qinancosoi 3eimuocmi. Ingopmayiiny 06azy
0ocnidocentss cmanoenamy O0ami inancosoi sgimmocmi ma 36imie 3 ynpagninus AT «Yxpainucoxi
eHepeemuyHi MawuHuy. Y pesyiomami npogedeH020 O0CHIONCeHH 3aNPONOHOBAHO MemOOUUHULL
nioxio 0o iwmezpayii ynpaeninus eumpamamu y cucmemy Balanced Scorecard, wo nepedbauac
CmMpyKmypuzayito eumpam ionogioHo 00 (DiHaAHCOB0I, KIIEHMCLKOI NepCHeKmusU, nepcneKxmusu
BHYMPIWHIX OI3HeCc-npoyecié ma HaguauHs i po3eumxy nepcouany. Pospobneno mooens inmeepayii
VAPAGAIHHA SUMPAMAMU Y CUCMEMY CMPAMe2iuHuxX NOKA3HUKI@ OisibHOCMI NiONpuemMcmed, sKa
3abe3neyyc GCMAHOBNEHHST NPUYUHHO-HACAIOKOBUX 38 A3KI6 MIdC GUMPAMAMU, SUKOPUCTNAHHIM
pecypcie ma pezyromamamu OisnvHocmi. Cgheporo 3acmocy8anHs OMPUMAHUX pPe3YIbmamis €
NPAKMuyHa OIAIbHICMb NIONPUEMCME U000 (QOPMYBAHHL CUCTHEMU CMPAMeiuHO20 YRPAGIIHHSI
BUMPAMAMU  HA OCHOBI GUKOPUCMAHHS NOKA3HUKIE (DIHAHCOB0I 38imMHOCMI mMa YNPAGIIHCbKOL
ingpopmayii.  Obrpynmogarno, wWo  GUKOPUCIMAHHA — 3ANPONOHOBAHO20  NIOX00Y  00380JSE
mpanc@opmysamu 0aui 36iMHOCMI Y cucmemy Cmpameziuno OpieHMoBAHUX THOUKAMOPIE YNPAGIIHHSL
sumpamamy ma niosuwUmu 0OIPYHMOBAHICMb YNPABIIHCLKUX piuenb. Ompumani pezyromamu
CHPUSIIOMb  Y32000ICEHHIO 8UMPAMHOT NOAIMUKY NIONPUEMCIBA 31 CIMPAMESTYHUMU YIIAMU 11020
PO36UMKY Ma NiOGUIYEHHIO eheKMUBHOCTI GUKOPUCIAHHS PecYpCis.

Knwuosi cnoea: ynpasninna eumpamamu, 30a1aHCO8aHA cucmema noKazHukie, Balanced
Scorecard, inancosa 3simunicmos, cmpameziune YNPAGIIHHA, SUMPAMHA NOJIMUKA NIONPUEMCMEA,
egexmugnicmy OisIbHOCHII.
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Absztrakt. A tanulmdny a koltségkezelés vadllalati kiegyensulyozott mutatészamrendszerbe
tortens integrdaciscjanak elméleti és modszertani aspektusait vizsgdlja. A kutatas tdargya egy
strategiaorientdlt koltségkezelés-rendszer kialakitasdnak folyamata a pénzigyi beszamolok és
vezetgsegi jelentések mutatéinak felhaszndldsa alapjan. A kutatds aktualitdsdt a koltségkezelés
hatékonysdganak novelése indokolja az informdcios hattér korlatozottsaga, a kiilsd kornyezet
instabilitdsa, valamint a vdllalati mikodeés stratégiai iranyitasi eszkozeinek novekvs jelentdsége
mellett. A tanulmany célja egy olyan modszertani megkézelités kidolgozasa, amely lehetéve teszi a
koltségkezelés integracicjat a vallalat kiegyensulyozott mutatészamrendszerébe. A  kutatds
modszertani alapjdt a rendszerszemlélet, a gazdasagi elemzés, az dltalanositas, az osszehasonlitds, a
logikai modellezés, valamint a pénzigyi beszamolok mutatoinak interpretaciojara szolgdlo modszerek
alkotjdk. A kutatds informacios bdazisat az ,, Ukrdn Energiagépek”™ Rt. pénziigyi beszamoldinak és
vezetgségi jelentéseinek adatai képezik. A kutatas eredmeényeként javaslat sziiletett a koltségkezelés
Balanced Scorecard rendszerbe torténd integracidjanak modszertani megkozelitésére, amely a
koltségek strukturdldsdt iranyozza eld a pénziigyi perspektiva, az gyfélperspektiva, a belsé iizleti
folyamatok perspektivaja, valamint a tanulds és humdanerdforras-fejlesztés perspektivaja szerint.
Kidolgozasra keriilt a kaoltségkezeles vallalati stratégiai mutatérendszerbe torténd integrdciojanak
modellje, amely biztositja az ok-okozati kapcsolatok meghatadrozasat a koltséegek, az erdforrds-
felhasznalds és a vallalati teljesitmény eredményei kozott. Az eredmeények alkalmazasi teriilete a
vallalatok gyakorlati tevékenysege a stratégiai koltségkezelés-rendszer kialakitasa soran, a pénziigyi
beszamolok mutatsinak és a vezetsi informacioknak a felhaszndlasa alapjan. Megalapozdsra keriilt,
hogy a javasolt megkozelitées alkalmazdsa lehetdvé teszi a beszamolasi adatok stratégiaorientdlt
koltségkezelés-indikdtorrendszerré  tortend  transzformaldsat, valamint a  vezetdi  dontések
megalapozottsaganak novelését. Az elért eredmények hozzdjarulnak a vdallalat koltségpolitikajanak
fejlesztési stratégiai céljaival valo o&sszehangoldsdhoz és az erdforrdsok felhaszndlasdanak
hatekonysagnoveléséhez.

Kulcsszavak:  koltsegkezelés,  kiegyensulyozott  teljesitmenymutato-rendszer,  Balanced
Scorecard, pénziigyi beszamoldk, stratégiai menedzsment, vdllalati koltségpolitika, mikodesi
hatekonysdg.

Abstract. The article examines theoretical and methodological foundations of integrating cost
management into the enterprise Balanced Scorecard system. The subject of the research is the
development of a strategically oriented cost management system based on the use of financial
statements and management reporting indicators. The study addresses the need to improve the
effectiveness of cost management under conditions of limited information support, instability of the
external environment, and the increasing role of strategic management tools in ensuring enterprise
performance. The purpose of the study is to develop a methodological approach to integrating cost
management into the Balanced Scorecard of an enterprise. The methodology includes a systemic
approach, methods of economic analysis, comparison, generalization, and logical modeling. The
analysis is based on financial statements and management reports of JSC “Ukrainian Energy
Machines”. The study proposes a methodological approach to integrating cost management into the
Balanced Scorecard system. This approach involves structuring cost indicators according to four
perspectives: financial, customer, internal business processes, and learning and growth. A model of
integrating cost management into the system of strategic performance indicators of the enterprise has
been developed, which makes it possible to establish cause-and-effect relationships between resource
use, costs and performance outcomes. The findings can be applied in the practical activities of
enterprises in forming a strategically oriented cost management system based on financial and
managerial data. The study shows that the proposed approach allows transforming financial reporting
data into a system of strategic cost management indicators and improving decision-making quality.
The results contribute to aligning the enterprise cost policy with its strategic development objectives
and improving the efficiency of resource utilization.
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Problem description. One of the primary issues in implementing a cost
management system is that its description and systematization require building a
corresponding management system within the company. When defining requirements
for the volume of information regarding costs and prime costs, it often becomes clear
that management decision-making methods are not formalized, and management lacks
a clear understanding of these methods. In this case, a project to establish a cost
management system risks turning into a project for developing and describing
company management methods. Quite often, when implementing a cost management
system, owners and managers demand that management accounting contains the
maximum amount of information about the company's activities. At the same time,
this requirement is not supported by any justification; it simply implies “just in case, it
might come in handy.” A large volume of information — both necessary and
unnecessary — makes the management accounting system complex and prevents its
effective use, as important data, including cost data, is frequently lost (Horngren [3];
Drury [4]). Therefore, it must be considered that cost information should be provided
promptly and in the volume necessary for management. Its relevance is reduced to
zero if it does not contain information regarding the appropriate classification of costs
and methods for calculating the prime cost of products (works, services).

Literature review. The concept of the Balanced Scorecard, originally developed
by Kaplan and Norton [1; 5]. Foreign studies are focused on studying the issues of
integrating cost management into the strategic management system through the
application of a Balanced Scorecard. For instance, a group of researchers Leite J.,
Fernandes J., and Fernandes A. [6] proposed using the Balanced Scorecard as a
strategic cost management tool, which, in their opinion, will facilitate the combination
of financial and non-financial indicators within a single performance evaluation
system of the enterprise. In his study, Dang L. [7] also combined cost management
methods with the BSC to improve the performance of logistics companies. The
researcher justified the feasibility of integrating cost indicators into financial, process,
and customer perspectives. Madsen D. [8] viewed the Balanced Scorecard as an
evolutionary strategic management tool transforming from a performance
measurement system into a platform for the strategic coordination of resources,
particularly costs. Tawse A. and Tabesh P. [9] summarized thirty years of experience
in applying the Balanced Scorecard and showed its evolution from a performance
measurement tool to a comprehensive strategic management platform combining
financial and non-financial aspects of enterprise activity. Hamdan N., Naif A., Bishara
M., and Farhan B. [10] justified the need to use the Balanced Scorecard as a model for
forming cost management tools that integrate economic, environmental, and social
goals into the strategic control system of the enterprise's financial and economic
activities.
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Ukrainian scientists also consider the possibilities of using the BSC as a tool for
enterprise cost management. Thus, Sakun L., Sukhomlyn L., and Shyshlova Yu. [11]
viewed the BSC as a comprehensive tool for assessing the effectiveness of costs
incurred by the enterprise, ensuring the alignment of cost policy with strategic
development goals. Modern approaches to forming the structure of the Balanced
Scorecard were studied by Dovbnya S. and Naidovska A. [12], who pointed out the
need to adapt BSC perspectives to the industry specifics of enterprises. Nakonechna O.
[13] justified the feasibility of using the BSC in the strategic management of non-
formal adult education institutions, noting that the integration of financial and non-
financial indicators allows for increasing the validity of management decisions.
Travinska S., Derun I., and Mykhalska O. [14] consider the BSC as a tool for planning
and minimizing overhead costs.

Identification of previously unresolved parts of the overall problem.
However, in the analyzed works, the researchers pay insufficient attention to the issues
of strategic interpretation of the cost structure (Porter [15]) based on aggregated
financial reporting data and management reports, as well as the use of the “cost-value”
matrix as a tool for prioritizing areas of managerial influence. This necessitates the
further development of methodological approaches to integrating cost management
into the system of balanced indicators, taking into account the limited information
support and high uncertainty of the external environment.

Goals of the article. The purpose of the study is to justify methodological
approaches to integrating cost management into the enterprise's Balanced Scorecard
system using financial reporting information and management reports to form a
strategically oriented system of performance indicators.

Methods and methodology. The methodological basis of the research includes a
systemic approach, methods of economic analysis, comparison, generalization, and
logical modeling. The information base of the study consists of financial statements
and management reports of JSC “Ukrainian Energy Machines”.

Main research results. The methodological approach to integrating cost
management into the Balanced Scorecard system of JSC Ukrainian Energy Machines
is based on combining the enterprise's strategic priorities, defined in Management
Reports, with financial reporting indicators showing the dynamics of costs and
financial results. Among the key strategic goals of the studied enterprise are ensuring
production stability, increasing resource efficiency, minimizing unproductive costs
caused by external risks, and preserving sales markets.

Within the financial perspective of the Balanced Scorecard, cost management
integration is carried out based on the analysis of the dynamics of revenue from sales,
the cost of goods sold, and the financial results of JSC Ukrainian Energy Machines.
For instance, in 2022, the enterprise received net income exceeding 1 billion UAH
with a significant level of operating expenses caused by both production factors and
costs associated with eliminating the consequences of military actions. In 2023, a
significant reduction in sales volumes was observed, accompanied by a decrease in
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prime costs; however, this did not lead to an increase in the financial result of the
studied enterprise. In 2024, an increase in revenue and gross profit was recorded,
indicating the enterprise's gradual adaptation to new operating conditions. Given this,
in the financial perspective, it is advisable to use cost management indicators such as
the level of cost of goods sold as a percentage of revenue, the dynamics of gross profit,
and the ratio of operating expenses to the financial result. Their inclusion in the
Balanced Scorecard will allow for evaluating cost efficiency not in isolation, but
taking into account the overall performance of the enterprise.

In the customer perspective, costs can be integrated into the Balanced Scorecard
through indicators of sales volumes and fulfillment of contractual obligations. The
specifics of JSC Ukrainian Energy Machines activities lie in the production of unique
products for specific orders, which causes a high dependence of costs on the individual
characteristics of orders. Costs associated with product refinement, logistics, and
warranty service affect the level of income and financial results and, therefore, should
be reflected in the system of strategic indicators through indicators of order stability
and preservation of sales markets.

The internal business processes perspective in the proposed methodological
approach is interpreted through generalized financial indicators characterizing
production activity. Although financial statements do not contain data on costs at
individual stages of the technological process, they allow for identifying general trends
in changes in prime costs and other operating expenses. Combined with information
from the Management Report regarding damage to production facilities, power supply
interruptions, and the relocation of some capacities, an information base is formed
regarding the factors causing the growth of unproductive costs. Accordingly, within
this perspective, cost management focuses on minimizing losses from downtime,
emergency repairs, and logistical complications.

In the learning and growth perspective, the costs of JSC Ukrainian Energy
Machines can be viewed as investments in the restoration and preservation of its
production potential. Management reports indicate significant losses of fixed assets
and the need for their restoration in 2022-2024, leading to increased costs for
equipment repair and modernization. Simultaneously, costs for personnel training and
development acquire strategic importance, considering the growing shortage of
qualified personnel due to migration processes and mobilization. In the Balanced
Scorecard, such costs should be viewed not as a short-term burden on financial results,
but as factors for ensuring the long-term sustainability of the enterprise.

The developed methodological approach to integrating cost management into the
balanced scorecard based on financial reporting data and management reports of JSC
Ukrainian Energy Machines is presented in Table 1.

In the financial perspective of the BSC, the system of indicators is focused on the
ratio of income, prime cost, and financial result. This combination makes it possible to
evaluate cost efficiency in connection with achieving financial stability and the
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profitability of the enterprise's activities. In this context, costs are considered as a
factor of forming the financial result.

Within the customer perspective of the BSC, costs are interpreted through
indicators of sales volumes and fulfillment of obligations under concluded contracts.
For JSC Ukrainian Energy Machines, whose activities are project-based and oriented
toward fulfilling individual orders, costs for product refinement, logistics, and
warranty service directly affect the stability of income and the preservation of the
enterprise's sales markets. Including such costs in the Balanced Scorecard allows
considering their strategic impact on customer relationships.

Table 1
Integration of Cost Management into the Balanced Scorecard System of JSC
Ukrainian Energy Machines

Enterprise BSC Financial and Managerial
P . Management Reporting Cost Aspect gerte
Strategic Goal |Perspective : Interpretation
Indicators
Ensuring Revenue from sales; Share of cost in {-\s_sessment of cost
- . . . i ) . efficiency in the context
financial Financial cost of goods sold; revenue; dynamics . -
stabilit ross profit of production costs of financial result
y g P P generation
Increa_smg . . Operating profit (loss); Ratio of operating Identifying the impact of
operational Financial | . . cost structure on the
N financial result before tax | expenses to profit . o
profitability enterprise's profitability
. Costs for product
Preserving . - . .
) . refinement, logistics, |Alignment of costs with
sales markets Sales volume; dynamics .
Customer . and warranty customer requirements
and contract of income by year A - o
; obligations (per and income stability
fulfillment
management report)
Ensuring Internal Othe,tr_operatlng Unproductlvg costs Control of resource
. . expenses; information on | related to accidents,
production Business : losses due to external
o asset damage and shelling, and power .
continuity Processes - : - and internal factors
downtime supply interruptions
s . Management orientation
Optimizing Inte_rnal Cost of goods sold; other Costs of materials, toward reducing the
resource Business . energy, and . )
o operating expenses . . resource intensity of
utilization Processes equipment repairs i
production
Restoration and Data on damage and .
. . . . Investment nature Interpretation of costs
modernization |Learning and restoration of fixed . .
- ) - of costs for repair and fas long-term investments
of production Growth assets; other operating : . o\
; equipment renewal in competitiveness
potential expenses
Preserving . Social and personnel Personnel costs; Alignment of personnel
Learning and - . .
human resource indicators from the losses from staff costs with production
. Growth S
potential management report turnover stabilization tasks
Increasing Data on risks and losses COStS. related to Formation of cost policy
o All relocation, backup .
adaptability to . from the management as an element of anti-
; Perspectives power supply, and .
risks report crisis management
asset recovery

Source: compiled by the author.
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The internal business processes perspective links costs with the specifics of the
enterprise's production activities, manifested in unproductive costs caused by
downtime, damage to fixed assets, power supply interruptions, and logistical
complications. Within this perspective, cost management focuses on increasing the
efficiency of using production potential and reducing resource losses. In the learning
and growth perspective, costs take on an investment meaning, as they are aimed at
preserving human resource potential.

Under martial law, such costs are a necessary prerequisite for ensuring the long-
term sustainability of the enterprise and forming the foundations for increasing its
competitiveness in the post-war period. Thus, the proposed approach allows for
transforming reporting indicators into a system of strategically oriented cost
management indicators, ensuring the alignment of the cost policy of JSC Ukrainian
Energy Machines with development goals within the Balanced Scorecard.

The model for integrating cost management into the balanced scorecard of JSC
Ukrainian Energy Machines is shown in Figure 1.

The proposed model reflects the procedure for transforming the enterprise's
strategic goals into a system of indicators characterizing the cost component of its
activities and ensures the formation of management decisions based on establishing
cause-and-effect relationships between the resources used and the results obtained by
the studied enterprise.

The important component of the model developed for JSC Ukrainian Energy
Machines are such strategic goals as ensuring production stability, preserving sales
markets, increasing financial stability, and restoring production potential. The listed
goals can be structured according to the perspectives of the Balanced Scorecard:
financial, customer, internal business processes, and learning and growth. Within each
of the four perspectives, indicators are defined that reflect the corresponding aspects of
the formation and utilization of the studied enterprise's costs.

The financial perspective of the model is based on indicators of revenue from
product sales, the cost of goods sold, and the financial result, allowing for the
assessment of cost efficiency in relation to the enterprise's performance results and the
cost—profit relationships within managerial decision-making (Horngren et al. [3]).

The customer perspective integrates costs through indicators of sales volumes
and the fulfillment of contractual obligations. The internal business processes
perspective links costs with the dynamics of production indicators such as prime cost
and other operating expenses, as well as with factors of unproductive losses caused by
external and internal risks. In the learning and growth perspective, costs are viewed as
investments in preserving the enterprise's human resource potential.
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Strategic goals of JSC Ukrainian Energy Machines
(production stability, market preservation, financial stability, potential restoration)

Perspectives of the Balanced Scorecard
|
¥ ¥ v ¥
Finance Customers Internal Business Learning and

Processes Growth
Revenue indicators, Sales and contract Cost of goods sold and Retention of human
costs of goods sold, fulfillment indicators operating expenses resources

financial result indicators

2

Cost Management Scorecard

~ =

Management decisions regarding:
- cost optimization;
- reduction of unproductive losses;
- restoration of production potential;
- ensuring financial stability.

Fig. 1. Model of Cost Management Integration into the Balanced Scorecard

System of JSC Ukrainian Energy Machines
Source: compiled by the author.

Conclusions and prospects for further research.The conducted study showed
that using aggregated company reporting indicators allows for the interpretation of
cost structure from a strategic viewpoint and the formation of a system of indicators
reflecting the relationship between costs, resource utilization, and enterprise
performance. The proposed model for integrating cost management into the Balanced
Scorecard involves structuring costs across four perspectives: financial, customer,
internal business processes, and learning and growth.

This approach allows costs to be viewed not only as a component of financial
reporting but also as a strategic factor in building financial stability, ensuring
production continuity, preserving sales markets, and restoring the enterprise's
production potential. Prospects for further research lie in improving the tools for the
strategic interpretation of costs within the Balanced Scorecard (Porter [15]),
particularly through the use of a “cost-value” matrix to determine priority areas for
cost optimization, as well as expanding the information base of the analysis by
utilizing the enterprise's management accounting data.
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