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STRATEGIC REPORT AS INFORMATION AND ANALYTICAL BASIS FOR
STRATEGIC MANAGEMENT

Strategic accounting is very important element of effective strategic management. To perform its
function strategic accounting information should correspond to strategic goals of the firm. To be useful for
enterprise stakeholders, strategic accounting information should include information on business valuation,
information on enterprise financial and economic security, information on competitive intelligence, and also
information on strategy implementation results, which can be assessed by KPI.

The most appropriate form for strategic information preparing is enterprise strategic report, which
should be prepared on the year basis as a part of enterprise annual report. But separate element of this
report (KPI of strategy implementation results) should be prepared on monthly basis and discussed with
strategic planning team according to planning calendar.

Concerning the responsible persons — departments of financial analytics and economic security
department should be responsible for strategic report preparation.

Keywords: documentation process; strategic report; strategic accounting information; strategic
management; KPI analysis; information on business valuation; information on enterprise financial and
economic security; information on competitive intelligence.

Introduction. Process documents reveal a great deal about your business philosophy. Poorly
written and out-of-date documents can signal a lack of caring. Current and polished documents
empower teams and improve efficiency.

Process documentation is a roadmap for your organization — it helps you identify the current
state of a process to know how you can improve it. Any task that is done more than once or
completed by multiple people needs to be documented. Doing so provides consistency for your
organization and allows you to monitor and revise processes as you go along.

It is especially important to organize documentation process to provide information
necessary for strategic management, because information given in documents allows assessing
achieved results and making proper correcting actions in order to achieve planned strategic results
(Ernst & Young, 2018).

To meet the requirements of strategic management information should be strategically-
oriented, which means that it should not only include assessment and reflection of enterprise assets,
liabilities and financial outcomes in previous reporting periods, but should also take into account
such aspects of enterprise activity as: assessment of enterprise outcomes correspondence to
enterprise strategic goals, evaluation of enterprise management system effectiveness and other
strategic business parameters assessment.

Taking into account the validity of information for taking strategic decisions and strategic
results monitoring it is important to determine information necessary at each stage of strategic
management for each group of stakeholders, way of its presentation and responsible persons, which
will be the main goal of the paper.

Literature review. Analysis of economic literature has shown that most scientists consider
strategic reports to be the main source of information used in the strategic management process for
taking strategic decisions.
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Thus, the need of strategic reports preparation for raising the efficiency of corporate
governance is emphasized by Financial Reporting Council, which has edited Guidance on the
Strategic Report (2018) to facilitate the process of strategic reports preparation and to underline
strategic information validity for enterprise and its stakeholders.

Strategic report, according to the Guidance on the Strategic Report, is the part of enterprise’s
annual report together with corporate governance report, directors’ remuneration report, financial
statements and directors’ report. It is considered to provide additional information to financial
statements, explaining the sources of enterprise value and way of their management more detailed.

The other vision of strategic reports is given by Keith D. Brouthers and Frans A. Roozen
(1999), who discover the frame of strategic information based on Ansoff strategic-success-formula.
The scientists consider strategic reports to be the control tool of accounting and to be the separate
reports, prepared by accountants according to strategic management needs.

They argue that the content of strategic accounting information should be based on the level
of environmental turbulence of enterprise. Depending on the level of enterprise development it can
include one of the following reports:

1) Strategic Variance Reports — reports, focused on strategic goals and objectives of
enterprise, in which deviation from strategic goals is measured and differences in planned strategic
activities are analyzed;

2) Strategic Contribution Reports — contains data gathered over the life of strategic project
to measure the impact or success of strategies, by measuring the contribution or progress;

3) Strategic Progress Reports — supply information about future financial commitments for
strategic projects; identifies the timing of upcoming financial commitments and the last date of the
commitments.

They also underline, that the frequency of reporting depends on the level of enterprise
turbulence and can vary from weekly reporting to quarterly.

KPMG Company in its Practical Guide to the Strategic Reports (2014) describes the essence
of strategic report as a separate report within the corporate governance statement. It identifies the
three basic elements of strategic report, such as: Strategic Management, Business Environment and
Business Performance.

Thus it can be assumed that strategic report can be considered to be the part of enterprise
annual report, which is the main source of information used in strategic management and includes
information needed by managers depending on the turbulence level of enterprise external
environment and the needs of enterprise stakeholders.

Purpose of the article. The purpose of the paper is to research the documenting process for
strategic accounting information preparing and its role in strategic management system.

The main objectives are the following:

1) To specify the content of each element of strategic accounting information;

2) To identify the content of strategic reports; and

3) To analyze the periods of their presentation frequency.

Basic scientific methods, which will be used to achieve objectives of the paper, such as:
analysis, synthesis, comparison and classification.

Results and discussion. An explanation of the purpose of strategic reports is given in the
Guidance on the Strategic Report, where it is considered to be providing information for
stakeholders and helping them to assess how the directors have performed their duty to promote the
success of an enterprise. It also emphasizes the necessity of stakeholders’ interests considering,
which can have impact on the long-term success of the entity.

The necessity of strategic report to be focused on stakeholders’ needs is also underlined in
Practical Guide to the Strategic Reports (KPMG, 2014), so the orientation of strategic report on
stakeholders should be taken into account in the process of strategic report content defining.

Keith D. Brouthers and Frans A. Roozen (1999) highlight the necessity of analyzing not
only internal, but also external environment of enterprise activity, and the need to take strategic
enterprise goal into consideration in process of strategic reports forming, but they don’t consider the
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needs of different groups of enterprise stakeholders, which is also very important, taking into
account the necessity of enterprise to correspond the interests of all stakeholders in the process of
strategic management.

An idea concerning the necessity of reflecting information on enterprise business
environment, including both — internal and external environment, is also reflected in the Guidance
on the Strategic Report (Financial Reporting Council, 2018). But in the Guidance it consists in
environmental risks analysis, which is usually connected with enterprise economic security.

Information concerning enterprise economic security is valuable element of strategic
information necessary for effective strategic management in conditions of economic instability, so
it also must be an element of strategic report. But it should be complemented with assessment of
the risk of internal environment for enterprise activity and the risks of enterprise for external
environment, which is not included in recommendations of Guidance on the Strategic Report,
where only the risks of external environment for enterprise’s strategy implementation are
proposed to be analyzed.

Guidance on the Strategic Report doesn’t give information concerning the peculiarities of
strategic accounting information, which include description of documenting process, stakeholders
interested in such information receiving and subjects responsible for its preparation. But they have a
lot of valuable information concerning content of strategic accounting report.

For example, the idea of describing elements of enterprise value in strategic reports is
especially valid for such stakeholders of enterprise as owners and investors, who are interested
in enterprise’s value growth. Besides, it should be mentioned, that growth of enterprise’s value
is considered to be the main indicator of enterprise’s activity efficiency in strategic perspective.
So, information about elements of enterprise value should be also included into strategic
accounting reports.

Analysis of financial and nonfinancial KPI (key performance indicators) is also a crucial
element of strategic accounting report.

The interview of twelve managers from six leading Dutch organizations has shown the need
of managers in information on competitors and competition, which is usually not available.

So, analysis of literature on problems of documenting process organization for providing
information necessary for taking strategic decisions has shown that strategic report is considered to
be the main document for providing information for taking strategic decisions. But taking into
account that each author gives his own understanding of the content of such report and its essence it
IS necessary to assume all positive approaches to choose the most appropriate structure of such
report on position of all stakeholders of enterprise.

The proposed structure of strategic report is shown on figure 1.

Strateaic report chapters

1. Strategic KPI analysis

2. Enterprise current and perspective value analvsis

3. Enterprise security level analysis, including risks assessment

4. Competitive intelliaence information

Figure 1. Structure of strategic report
Chapter of strategic report concerning strategic KPI analysis includes analysis of enterprise
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key performance indicators comparing with enterprise strategic goals. The purpose of this chapter is
to determine enterprise performance and analyze the level of its correspondence to enterprise
strategic goals. If enterprise performance is lower than it was planned in enterprise strategy it gives
the possibility to make changes in enterprise activity in order to change performance for better. The
analysis of KPI also includes calculation of prognostication indicators which gives the possibility to
predict the changes in KPI in future in order to make in time correcting changes in enterprise
activity to achieve strategically planned results. Strategic KPI analysis information differs from
information given by financial analysis because it gives the possibility to make the prognosis for
future using current and historical information on enterprise activity taking into account strategic
goals of enterprise. Such analysis is more valuable as it gives the possibility to consider owners
interests in enterprise performance.

The second chapter of strategic report — Enterprise current and perspective value analysis
gives information which is the most interesting for owners and potential investors. Enterprise value
in this chapter can be calculated by four methods of value calculation in order to give more complex
information about enterprise for different groups of users.

The third chapter is very important, because it gives information on internal and external
risks of enterprise activity, which is necessary to assess in order to choose right decisions in
strategic perspective. It also includes assessment of enterprise security level, which makes possible
evaluation of enterprise treats and weaknesses and to choose the direction of situation improvement
in future.

In conditions of competitive external environment it is important to understand the plans of
competitor to predict his decisions and to choose proper response of enterprise to stay competitive
on the market. Information about competitors is given in the fourth chapter of strategic report.

Such structure of strategic report is good enough to give all the necessary information for
owners, potential investors, managers and other enterprise stakeholders to monitor the results of
enterprise strategy implementation, to evaluate enterprise situation on the market and to make
prognosis of its further development. Strategic report should be prepared on the year basis and be
the part of enterprise annual report.

But its separate parts concerning strategy implementation correspondence to strategic plan
should be prepared once a month according to the planning calendar (figure 2).

The results of strategy implementation should be reported at monthly meetings. Monthly
strategy meetings don’t need to take a lot of time — 30 to 60 minutes should suffice. But it is
important that key team members report on their progress toward the goals they are responsible for
— including reporting on metrics in the scorecard they have been assigned. By using the
measurements already established (KPI), it’s easy to make course corrections if necessary.

Conclusions. Thus it can be assumed, that strategic accounting is very important
element of effective strategic management. To perform its function strategic accounting
information should correspond to strategic goals of the firm. To be useful for enterprise
stakeholders, strategic accounting information should include information on business
valuation, information on enterprise financial and economic security, information on
competitive intelligence, and also information on strategy implementation results, which can be
assessed by KPI.

The most appropriate form for strategic information preparing is enterprise strategic report,
which should be prepared on the year basis as a part of enterprise annual report. But separate
element of this report (KPI of strategy implementation results) should be prepared on monthly basis
and discussed with strategic planning team according to planning calendar.

Concerning the responsible persons — departments of financial analytics and economic
security department should be responsible for strategic report preparation.

Perspectives of further researches in this direction are connected with choosing KPI of
strategy implementation analysis and parameters, which should be reflected in the other three parts
of strategic report.
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Figure 2. Implementation schedules for strategic plan and its monitoring in strategic report
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Kanedax Axmen Myxammen,
XapKiBChKHI HaI[iOHATBHUIA EKOHOMIYHUIA
yHiBepcuteT iMeHi Cemena Kysnerns

CTPATETTYHMM 3BIT SIK IHOOPMAIIMHO-AHAJITUYHA OCHOBA
CTPATEI'TYHOI'O YIIPABJITHHS

IIpobnema. Ll[ob6 sionogidamu eumozam cmpameziunoi YnpasiiHcokoi inghopmayii, 6ona mae oymu
cmpamez2iuno opienmosanorw. Lle o3navae, wo 60Ha NOGUHHA BKIIOYAMU He MINLKU OYIHKY U 8i000padiCceHHs.
akmusgis, 30008 ’s3aHb Ma QIHAHCOBUX pe3YTbMmamie NiONPUEMCMBA Y NONepeOHix 36IMHUX nepiodax, a u
epaxoeysamu maki acnekmu OisIbHOCMI NIONPUEMCMBA, AK OYIHKA BION0GIOHOCMI pe3ylbmamis
nionpueMcmea CmpameivHumM YiiimM RIONPUEMCMBA, OYIHKA eheKMUGHOCMI CUCmemMu  YHPAaeiiHHs
RIONPUEMCIMEOM MA THWI OYIHKU cmpame2idhux napamempis 0isuecy. bepyuu 0o ysaeu docmogipnicmo
iHopmayii Ona npuliHAMMA CMPAmMeiyHUX piuleHb Ma MOHIMOPUHEY CMPAMELIYHUX pe3YTbmamis,
BAJICIUBO BUBHAYUMU THGOPMAaYito, HeOOXIOHY HA KOJICHOMY emani CMpame2itho2o YNpasiiHHs OJist KOJCHOL
epynu 3ayiKasieHux CMmopiH, cnocio it npedcmaesnents ma ionoeioaIbHuxX 3a ye ocio.

Memorw cmammi € docnioxceHHs npoyecy OOKYMEHMYBAHHA CMpAme2iuHoi nio2comosxku 001iko8oi
inopmayii ma ii porv y cucmemi cmpameziynoz2o ynpasuinusa. OCHOGHUMU 3AB80AHHAMU €: YMOYHEHHS
BMICMY KOJICHO20 eNleMeHma CmpameiyHoi 001iK08ol Hpopmayil; GU3HAUEHHS 3MICMY CIMPAMESIYHUX
36IMI8, anai3 nepiodie i uacmomu ix NOOAHHSL.

Memoou. Ocrno6Hi HayKoGi Memoou, Ki BUKOPUCTNOBYIOMbCA 0TIl O0CASHEHHA Yinell cmammi, maxi:
aanis, cunmes, NOPIGHAHHS Ma Kiacupixayis.

Pesynomamu. Ananiz aimepamypu 3 npoOiem OOKYMEHMYSAHHs OpeaHizayii npoyecy HAOAHHS
inopmayii, HeoOXIOHOI 0na NpuuHAMMS CMpPAMeiYHUX piuleHb, NOKA3A8, WO CMPAMeiYHUll 36im
88AANCAEMBCSI OCHOBHUM OOKYMEHMOM 0151 HAOAHHS IH(opMayii 01 nputiHAmms cmpameivHux piuiens. Ane
3 02710y Ha me, WO KOJCeH asmop 0d€ G1ACHe PO3YMIHHSA 3MICHY MAK020 38Imy ma 1020 CYMHOCHII,
HEOOXIOHO GU3HAUUMU NO3UMUGHI NIOX00U 00 6UOOPY HAUOLIbUL OOYLNIbHOI CMPYKMYPU MAKo20 36imy 3
no3uyitl 6Cix 3ayikagneHux cmopin nionpucmcmea. 3anponoHo8aHa CMPYKMypa CmMpameiuno2o 36imy
BKNIOYAE MAKI pOo30inu: cmpameiynull aHaniz;, NOMOYHUL MA NEPCNeKMUGHUL aHANI3 6aAPMOCHI
nionpuemcmea, OyiHka pieHs Oesnexu nionpuemcmeda. Taka cmpykmypa CcmpameiuHo2o 36imy €
docmamubol0 0N HAOAHHA 6Ciei HeoOXiOHOi iH(opMmayii enacHuxam, NOMEHYIUHUM I[HBEeCHOpaM,
MeHneoddcepam ma iHWUM  3aYIKAGIEHUM 0cobam NIONPUEMCMBA Ol  MOHIMOPUH2SY — pe3yabmamis
B8NPOBAOIICEHHS CmMpamezii NIONPUEMCMBa, OYIHKU cumyayii Ha PUHKY RIONPUEMCIEA MA NPOSHO3YBAHHS il
nodanvuwoz2o possumky. Cmpameziunutl 36im nosuHeH Oymu ni020mMosieHutl Ha piK i Oymu 4acmuHow
PpiuH020 36imy nionpuemcmea. Ane oxpemi ti020 4acmunu, sIKi CMOCYIOMbCsa 8iON0GIOHOCMI CIMPAMe2iuno2o
naauy peanizayii cmpamezii, no8uHHI OyMu NIO20MOBAEHT 00UH Pa3 HA MICAYb BIONOBGIOHO 00 KAIEHOAPHO20
niauy.

Haykoea nosusna. Ha 6iominy 6i0 inwux 0ocniodcenv y ybomy HaAnpsmi, oame 00CHiOdiceHHs 0ac
CKIAOHY CMPYKMYPY CIMPame2iuHo20 36imy, KUl 6paxoeye inmepecu ma nompedu 6 ingopmayii 6cix epyn
3aYIKABNEeHUX CMOPIH T camozo RIONPUEMCMBA 01 OOCACHEHHs. NAAHOBUX CIPAMEIYHUX pe3ybmamis.
Hanpuxnao, cmpameziuna ingpopmayis KPI ananizy eiopisuscmuvca 6i0 inghopmayii, naoanoi ginancosum
aHani3oM, aoxce 0A€ MONCIUBICMb NPOSHO3Y8AMU MAUOYMHE 3 BUKOPUCMAHHAM NOMOYHOI Ma iCMOPpUYHOL
inghopmayii npo OisnbHICMb NIONPUEMCIMBA 3 YPAXYBAHHAM cmpame2ivnux yineti nionpuemcmea. Taxuil
amanis € Oinbu YiHHUM, OO BMOJNCIUBTIOE BPAXYBAHHS IHMEPECi8 GACHUKIE V OisitbHOCmI nionpuemcmea. 13
no3uyii ingecmopis dydice 8ANCIUBO OYIHUMU MAUOYMHIO 8apmicmb RIONPUEMCMBA, dle yell acnekm He Oye
8PAX08AHULL Y NONEPEOHIX O0CHIONCEHHAX. Y nonepeonix O0CHIONCeHHAX OYaU pO32HAHYMI auuie OKpemi
MOMEHMU, WO CMOCYIOMbCsL Oe3neku RIONPUEMCMEd, 8 Ybomy O0CTIONCEHHI PeKOMEHOYEMbCs NPUOLIamu
Oinvue ysazu i pospaxogysamu Oilbule napamempis pieHs besnexku niONPUEMCMEd, Wo 0CoOIUBO BANCIUBO
015l niONpueEMCcmea ma to20 3ayiKaeieHux CHMOPIH 8 YMO08AX HeCAadiIbHO20 308HIUHBLO20 CepedosuLyd.
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Yemeepmuii po30in cmpame2iynozo 368imy, 3anponoHOBAHULL ABMOPOM, HPAKMUYHO He 6paX08YEMbCS
IHWUMU OOCTIOAHCEHHAMU, XOUA Ye OYHCe BANHCIUBO 8 YMOBAX KOHKYPEHMHO20 PUHKY.

Bucnosku. Cmpameziunuii 00niK € 8aXNCIUBUM  €JIEMEHMOM eQeKMUBH020 CMPame2iuno2o
ynpaeninua. s euxoHanus ceoe€i (yHkyii cmpameeiuna 00aiK08a iHGOpMayis NoGUHHA Gi0nogioamu
cmpameziuHum yinam gipmu. [LJob6 6ymu kopucHumu 0ns 3ayikagieHux cCmopit, cmpameziuna ingpopmayis 3
0021iKy nosuHHa eKmouamu iHgopmayiro npo oyiuky OisHecy, iHGopmayiio npo QIHAHCOB80-eKOHOMIUHY
be3nexy nionpuemcmeq, HEGOPMAayiro Npo KOHKYPEHMOCHPOMOICHY iHopmayilo, a maxkodic iHpopmayiro
npo pezyiemamu peanizayii cmpameeii, ki moocHa oyinumu 3a KPIL Haiibinew ooyineHor gopmoro
ni02omogKku cmpameziuHoi iHgopmayii € cmpameziunuli 36im NIONPUEMCMBA, AKUUL NOSBUHeH Oymu
ni020MOGNEeHULl HA OCHOBI pPiuHO20 368imy nionpuemcmea. Ane okpemull enemenm ywvoco 36imy (KPI
pe3yibmamie peanizayii cmpamezii) nosunen Oymu RIO20MOGICHUU Womicays i 0062080pH6aAmMuUcs 3
KOMAHOOI0 Cmpame2iyHo20 Niany8aHHs 8iON0GiOHO 00 KaneHOapHo2o niawny. [[[ooo eionosidanvrux oci6 —
8i00inu  pinanco60i ananimuxu ma OenapmameHmy eKOHOMIUHOI Oe3neKku HOBUHHI 6i0nogioamu 3a
ni020MOBKY CIMPAMe2iUHO20 36iMm).

Knrouoei cnoea: npoyec ooxymenmayii; cmpame2ivnuii 36im, cmpame2iuna o01ikosa iHgopmayis,;
cmpameeiunuii meneoxcmernm, ananiz KPI; ingopmayis npo oyinky 6iznecy; ingpopmayis npo inancoso-

eKOHOMIUHY be3neKy nionpueMcmsd, iHhopmayis npo KOHKYPEeHMHI NO3UYII.

Ooepoicano pedaxyiero.: 14.01.2019
Tpuiinamo 0o nyonixayii: 22.01.2019

130



