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REFORMING THE INFORMATION SUPPORT
OF PUBLIC ADMINISTRATION IN THE WARTIME

Introduction. The appropriate database on the effectiveness of the institutional sectors of the Ukrainian econo-
my, including Nonfinancial and Financial corporations and the General Government sector, plays a vital role in
decision-making at the state level and the level of institutional investors.

Problem Statement. According to the World Bank forecasts, the wartime in Ukraine and a significant reduc-
tion in GDP necessitate the attraction of additional finances aiming at economic recovery. These need accurate
information, both at the stage of requests for additional funding from international financial institutions and at
the accountability and effectiveness assessment stage.

Purpose. Developing and substantiating the suggestions to increase the transparency of information on fi-
nancial and property state and the efficiency of institutional sectors of the economy. Management decisions
based on such information can be made at the meso and macro levels during wartime and post-war recovery of
the economy.

Materials and Methods. The study is based on the following information sources: documents issued by in-
ternational financial and professional organisations to develop accounting and analytical support for decision-
making. Research methods used: bibliographic, analysis, synthesis, generalisation and systematisation.

Results. The following critical issues of IPSAS implementation for justifying strategic financial decisions dur-
ing both wartime and the post-war period are identified. It is proved that there may be other areas, related to the
Jfurther development of the entities’ nonfinancial reporting in Ukraine.

Conclusions. The results of the study have allowed formulating the suggestions for further improvement of
the transparency and accountability of institutional sectors and developing a potentially informational solid and
analytical database for strategic decision-making.
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The war in Ukraine has provoked a catastrophic
humanitarian crisis and threatens the stability of
existing geopolitical relations. According to the
World Bank (Spring 2022 Regional Economic
Update for Europe and Central Asia), the pro-
duction level in Europe and Central Asia Regions
will decline by more than 4.1% in 2022 [17]. At
the same time, Ukraine’s GDP will decrease by
45% by the end of this year [8]. This will lead to
the necessity to attract additional financial re-
sources for economic recovery. These need accu-
rate information, both at the stage of requests for
additional funding from international financial
institutions and the location of accountability
and effectiveness assessment (transparency and
accountability principles compliance).

The appropriate database on the effectiveness
of the institutional sectors of the Ukrainian eco-
nomy, including Nonfinancial (S.11) and Finan-
cial corporations (S.12) and the General Govern-
ment sector (S.13), plays a vital role in decision-
making at the state level and the level of institu-
tional investors [14].

World best practices evidence this. In particu-
lar, the EU requirements can serve as an example
of harmonising approaches to data disclosure
characterising the efficiency and impact of busi-
ness activities on the environment. As stated in
the Communication on a European Green Deal,
the European Commission expects both financial
and nonfinancial corporations to improve their
nonfinancial data by disclosing information on
their contribution to climate change prevention.
The core stakeholders of such information are in-
vestors and civil society organisations that need a
deeper understanding of financial and nonfinan-
cial corporations’ financial performance and their
social and environmental impact [1]. Given the
urgent need to attract foreign direct investment
to the Ukrainian economy, compliance with the
companies’ requirements for disclosing addition-
al information (both financial and non-financial)
is objectively necessary. This is also confirmed by
the fact that in October 2021, Ukraine joined the
Joint Ministerial Statement “The Coalition of Fi-
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nance Ministers for Climate Action”, which,
among other provisions, declared a new initiative
aiming at the regulation of the sustainability re-
porting — establishment of the International
Sustainability Standards Board (under the Inter-
national Financial Reporting Standards Board)
in terms of ensuring sustainable finance and at-
tracting investment [3].

Regarding the approaches for reforming the in-
formation basis of public administration, the ap-
plication and further implementation of IPSAS
in the world should be noted. The importance of
this initiative as a tool to increase the quality and
transparency of reporting data of the General
Government sector is emphasised by representa-
tives of the World Bank. In particular, J. L. Chen
said in his report at the Annual Workshop of the
Intergovernmental Working Group of Experts on
International Accounting and Reporting Stan-
dards of the United Nations Conference on Trade
and Development (UNCTAD ISAR): “[ G]overn-
ment accounting reform is necessary because it
strengthens the institutional capacity necessary
for achieving development goals” [2].

All mentioned above determine the general fo-
cus of this study on the developing and substan-
tiating the suggestions to increase the transpa-
rency of information on financial and property
state and the efficiency of activities of institu-
tional sectors of the economy (functions). Man-
agement decisions based on such information can
be made at the meso and macro levels during war-
time and post-war recovery of the economy.

The General Government sector plays an es-
sential stabilising role in restoring Ukraine’s eco-
nomic potential.

Implementation of International Public Sector
Accounting Standards (IPSAS) in Ukraine through
the development and application of the National
Public Sector Accounting Standards (NPSAS)
supported reforming the information base of public
administration, in particular through the applica-
tion of accrual accounting, modern approaches to
measurement and recognition of assets, liabilities,
income and expenses of public sector entities.
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At the same time, two issues of IPSAS imple-
mentation remain unresolved, which are of par-
ticular importance for substantiating strategic
financial and investment decisions during war-
time and the post-war period.

The first issue is the introduction of the go-
vernment’s annual financial statements, particu-
larly the balance.

Such a balance should represent consolidated
information on the balance sheet data of the ge-
neral public spending units and state-owned en-
terprises, including state corporations.

Therefore, the development of new approaches
to the development of reporting of both state-
owned enterprises and the General Government
sector is of great importance. It is essential in this
context that the financial operations, assets and
liabilities of state-owned enterprises are fully
integrated into the financial statements of the
General Government sector. Applying such an
approach will increase the transparency of con-
solidated indicators, including indicators of the
budget spending units’ property, state-owned
enterprises and financial relations between the
components of the public sector.

It should be noted that all countries that pub-
lish the aggregate balances of the state include
the information on the financial performance of
state-owned enterprises there. Some countries
(Canada, Australia) that do not prepare the ag-
gregate report, however, publish critical data on
financial results (consolidated financial state-
ments), information on employment in state-
owned enterprises, and the results of the assess-
ment of public sector enterprises.

Some countries (Lithuania, Norway, Sweden
and Turkey) include information on expenditures
related to public policy objectives and related
funding provided from the state budget in the ag-
gregate reports. Thus, in Lithuania, one of the
sections of the aggregate information is devoted
to the measured costs incurred by state-owned
enterprises to perform “special duties” and the
amount of compensatory funding provided by
the state. In Norway, the aggregate report con-
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tains indices of all state-owned enterprises and
the sum of state subsidies offered to each enter-
prise during the year [4-7, 11].

Such an important issue as the full integration
of state-owned enterprises into the General Go-
vernment sector’s system was not resolved dur-
ing the reforming the public sector accounting in
Ukraine for the following objective reasons. First
of all, it was necessary to conduct the reform of
the public sector entities and budget accounting
and then address the issue of data consolidation
at the state level.

Developing and implementing a report on the
country’s financial state (the balance) requires a
methodology and organisational basis. In parti-
cular, it is necessary to clarify the methodology
issues for forming the indicator for each item of
assets and liabilities of such balance. For exam-
ple, it is essential to determine the order of inclu-
sion of the value of the corporations’ assets in the
share capital of which the state owns only a
share — 50 plus 1 per cent. Within the organisa-
tional context, it is necessary to determine the
entity that will ensure the implementation of the
procedure for preparing such a report.

The second issue is the following. The critical
issue in reforming the public sector accounting
system is the unification of financial and bud-
getary reporting of public sector entities. The
parallel existence of financial and budgetary re-
porting of public sector entities leads to duplica-
tion of information and increases the cost of ac-
counting, reporting and administration of these
processes.

The solution to the first issue is relevant to
current conditions. It will not require high finan-
cial costs because it is not about creating new in-
formation but aggregating existing ones.

Solving the second requires a strategic ap-
proach. In our opinion, it will require high costs
to develop a new methodology and organisation-
al measures aiming at unifying information, de-
veloping new software, and finally making the
amendments to existing legislation. For this rea-
son, this direction of reform can be declared but
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DIRECTIONS OF USE AND GENERALIZATION
OF ENTITIES’ NONFINANCIAL STATEMENTS

SUBJECTS
OF DATA GENERALIZATION

1. Formation of macroeconomic and industrial indicators of regional
social and economic development and creation of a database for

monitoring the SDGs attainment

2. Specification and identification of the trends in economic activi-
ties, the level of development of the country, the formation of interna-

tional rankings of countries

3. Assessment of the effectiveness and financial state of the institu-

Public authorities, statistical services of
the countries, international organisations

4

UN, OECD, The World Bank Group, IMFE,
EU, WWO and others.

Database (UN, GRI (in the context of
SDG 12, in particular, indicator 12.6.1)

Institutional investors, private investors

33

tional sectors of the economy in the context of attracting investment

Fig. 1. Directions of the use and generalisation of entities’ nonfinancial statements by key stakeholders

Source: authors’ development.

resolved in peacetime under relative economic
stability conditions.

In addition to the above issues of improving
the information support of strategic decision-
making, there may be other areas, in particular,
related to the further development of entities’ the
nonfinancial reporting institute in Ukraine.

Today in Ukraine, nonfinancial reporting is the
only measure of image nature for enterprises;
however, as shown by world practice [9], it can
serve as a multifunctional source of data for stra-
tegic management at the micro, meso and macro
levels (Fig. 1). A clear example is that in the con-
text of sustainable development, nonfinancial re-
ports can provide complete information on the
entities’ contribution to achieving the Sustain-
able Development Goals (SDGs) set by the UN
2030 Agenda.

To confirm the thesis on the great interest of
key users in nonfinancial reporting data (report
on payments to government, sustainability re-
porting, management report), we present the re-
sults of a study conducted by Eurosif (European
Association for Sustainable Finance at the Euro-
pean level) and ACCA (the Association of Char-
tered Certified Accountants), which showed that
analysts, investors and other users are interested
in obtaining high-quality nonfinancial informa-
tion. This is caused by users’ nonfinancial infor-
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mation application in management and invest-
ment decisions (Fig. 2) [10].

The national model of regulatory and organisa-
tional support for nonfinancial reporting of certain
types of enterprises in terms of preparation and
publication of management reports (the Law of
Ukraine “On Accounting and Financial Reporting
in Ukraine” from 16.07.1999 No 996-X1V, order of
the Ministry of Finance of Ukraine from 07.12.2018
No 982 “On approval of Methodical recommenda-
tions for preparing a management report”) has
been established in Ukraine. Ukraine has also es-
tablished an informal institution for nonfinancial
reporting prepared voluntarily. The most common
forms of such reports are integrated reporting, en-
vironmental and social reports, and nonfinancial
reports prepared in accordance with the Global
Reporting Initiative (GRI).

At the same time, there are current issues of an
institutional nature related to the regulatory and
organisational principles of entities’ nonfinancial
reporting, in particular:
¢ the necessity to develop a unified methodology

for disclosure of nonfinancial information in

the management report, including the indica-
tors characterising the impact of wartime and
post-war reconstruction conditions;

¢ the necessity to further improve the organisa-
tion of data collection and processing of entities’

ISSN 2409-9066. Sci. innov. 2022. 18 (4)
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nonfinancial reports in the context of the imple-

mentation of EU policy requirements (EU Re-

gulation 2020/852, European Commission

Communication C/2019 /4490, draft Corporate

Sustainability Reporting Directive 2021,/0104)

by the development of appropriate tools.

Regarding the directions for solving mentioned
issues, it should be noted the following. Given the
significant number of existing approaches and ini-
tiatives in entities’ nonfinancial disclosure, it is es-
sential to unify the basic requirements. This initia-
tive was launched by the UNCTAD ISAR, in par-
ticular in the international document “Guidance
on core indicators for entity reporting on contri-
bution towards implementation of the Sustainable
Development Goals” [9]. This approach can be
recommended for application in Ukraine, particu-
larly for the development and approval of basic
indicators of the management report. This will im-
prove the quality of information necessary for as-
sessing entities’ business activities and the interest
of foreign investors. The advantage of this ap-
proach is the possibility of comparing the data be-
tween enterprises within one industry and be-
tween industries and consolidating the data on the
impact of enterprises on the economic, environ-
mental, social and institutional spheres at the state
level. The consolidated data of entities’ nonfinan-
cial reports can also be used as an information
source for monitoring the achievement of the
SDGs in Ukraine and the preparation of the Vol-
untary National Review of the country’s progress
in achieving the SDGs.

Developing a basic list of indicators of the
management report is the first step toward ad-
dressing data collection and processing organisa-
tion. This will allow the next step — to develop a
Taxonomy of nonfinancial reporting and the ap-
plication of the electronic format of nonfinancial
reporting (XBRL). The latter will simplify sub-
mitting nonfinancial reports by Ukrainian enter-
prises regarding wartime.

It is also advisable to consider the impact of
wartime on the efficiency of Ukrainian enterpris-
es’ activities and to develop a list of financial and
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67%

Fig. 2. Frequency of the use of nonfinancial information by
stakeholders (investors, analysts)
Source: [10].

nonfinancial indicators characterising the impact
of uncertainty caused by military aggression on
business activities. This can be realised through
the directions for disclosure of data in manage-
ment reports based on the requirements of the
Order of the Ministry of Finance of Ukraine from
07.12.2018 No 982 “On approval of Methodolo-
gical recommendations for the preparation of the
management report”. This will create the precon-
ditions for improving information sources for de-
cision-making at the state level in the area of
state support programs for business development,
overcoming the effects of military aggression, and
increasing the investment attractiveness of
Ukrainian enterprises.

For public administration, in addition to the in-
formation contained in management reports, the
critical information for managing the efficiency of
Ukrainian natural resources is included in reports
on payments to government. These reports have
to be prepared by certain types of enterprises (Ar-
ticle 1, the Law of Ukraine “On Accounting and
Financial Reporting in Ukraine” [15]). Also, men-
tioned data serve as a tool to increase the trans-
parency of entities’ activities and accountability
for the country’s natural resources [16, 12]. In
2021 the fee for subsoil use amounted to 6.2% of
the Ukrainian state budget revenue [13]. Infor-
mation on paid and accrued taxes and payments
for subsoil and forest resources serves as a basis for
decision-making on the effectiveness of managing
these resources at the state level.
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The response to widespread attention and
growing criticism from stakeholders is the active
involvement of extractive industries in informa-
tion transparency strategy through joining the
Extractive Industries Transparency Initiative
(EITT). Since 2015, Ukraine has been preparing a
report. Therefore, extractive industries’ compa-
nies are not only the object of constant attention
from society but leaders in the information pro-
vided on the impact of their activities on the
economy, environment and society. Thus, given
the current wartime in Ukraine and the unprec-
edented destabilisation of the economy, transpar-
ent and reliable information on the use of natural
resources and tax revenues is objectively neces-
sary for public administration and to attract di-
rect investment in the country’s extractive and
forestry industries.

The measure of realisation of the specified
above suggestion is an assessment of indicators
(in dynamics) of the amount of use of natural re-
sources and taxes (both paid and accrued) to the
state and local budgets of Ukraine. The relevant
assessment should be carried out on an ongoing
basis.

The conducted study has allowed formulating
the following suggestions that aim at improving the
transparency and accountability of the activities of
agents of institutional sectors (S.11, S.12, S.13):

1) To expand the information basis for deci-
sion-making at the meso- and macro-level, it is
necessary to expand the scope of IPSAS applica-
tion in the public sector accounting system
through the introduction of the Government’s
financial reporting, including the state financial
statement; to start work on the integration of fi-
nancial and budgetary reporting of public sector
entities in the post-war period. Also, it is neces-
sary to make amendments to the Strategy for
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modernisation of the accounting and financial
reporting system in the public sector for the pe-
riod up to 2025, approved by the Cabinet of Min-
isters of Ukraine from 20.06.2018 No 437-r (for
providing the measures of the introduction of
such suggestions).

2) To ensure the multifunctional use of nonfi-
nancial reporting of Ukrainian enterprises and
the possibility of using data in different areas and
for different purposes (assessment of the SDGs’
attainment progress, assessment of the efficiency
of natural resources use, dynamics of taxes and
other payments, etc.) it is necessary to take or-
ganisational measures to determine the responsi-
ble entity for data processing, coordination of
between public authorities, creation of a national
repository of entities’ nonfinancial reports, the
development of the Taxonomy of nonfinancial re-
porting and the algorithm for the application of
electronic format for reporting by enterprises
(XBRL).

3) To unify the approaches for disclosing infor-
mation in management reports and creating the
Taxonomy of nonfinancial reporting, it is advis-
able to develop and approve the list of baseline
indicators within the directions identified by or-
der of the Ministry of Finance of Ukraine from
07.12.2018 No 982. This list should be supple-
mented with a separate group of financial and
nonfinancial indicators characterising the impact
of wartime on the Ukrainian entities’ activities.

4) To create vital information and an analytical
basis for strategic decision-making at the state
level, to promote transparency and accountabili-
ty of enterprises engaged in mining or logging, it
is necessary to introduce an ongoing assessment
and comparative analysis of the dynamics of na-
tural resources use and tax revenues of the state
and local budgets of Ukraine.
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PEDOPMYBAHHSA IHOOPMAIIIVIHOTO 3ABE3ITEYEHHS
JEPKABHOTI'O YIIPABJITHHA B YMOBAX BOEHHOTO CTAHY

Bcmyn. Hanesxxnum yinoM chopMoBata 6aza JaHuX 010 eheKTUBHOCTI (DyHKIIOHYBaHHS iIHCTUTYIIIHHUX CEKTOPIB EKOHO-
MiKku YKpainu, 30KkpeMa HeiHaHCOBUX i (hiHAHCOBUX KOPIIOPAIiil Ta CEKTOPY 3aralbHOTO JIeP;KaBHOTO YIIPABJIIHHS, BiZlirpac
BQKJIMBY POJIb TIPU IPUHHSATTI YIIPABIIHCHKUX PillleHb HA PiBHI epKaBU Ta Ha PiBHI iIHCTUTYIIHNX iHBECTOPIB.

Ipoéaemamuxa. Boeuuuii cran B YkpaiHi Ta, 3a iporaosamu CBiToBOro 6aHKy, cyTTeBe cKopoueHHs obcsris BBII, oby-
MOBJIOIOTh HEOOXIZIHICTD 3a/yYeHHsT 10aTKOBUX (DIHAHCOBUX PECYPCIiB, CIIPSMOBAHUX HA BiJIHOBJIEHHSI EKOHOMIKHU KpaiHH,
o norpebye HajJesKHOTo iH(popMaIiitHOro 3abesnedents K Ha eTarni (hopMyBaHHS 3allUTIB Ha OTPUMAHHS JOAATKOBUX
KOIITIB Bi/l Mi>kKHApOAHUX (DIHAHCOBUI IHCTUTYIIIH, TAK i TP 3BITYBaHHi i1 OIliHIl e(heKTUBHOCTI IX BUKOPUCTAHHS.

Mema. Po3pobiiennst Ta 0OIpyHTYBaHHS MPOMO3UIINA 3 MiABUIIEHHSI TpaHCIapeHTHOCTI iHbopMmalii mozxo dinancoso-
MailHOBOTO cTaHy Ta eeKTUBHOCTI (DYHKI[IOHYBaHHs Cy0 €KTIB IHCTUTYIIIIHUX CEKTOPIB €KOHOMIKM, Ha OCHOBI SIKOI yXBa-
JIIOIOTHCS YITPABJIHCHKI PillIEHHS] HA ME30- Ta MAKPOPIBHSAX B YMOBAX BOEHHOTO CTaHY Ta TOBOEHHOTO BiJIHOBJIEHHSI.

Mamepianu it memoou. TnbopmailiitHoo 6a3ok0 AOCTIIKEHHS CTalU IOKYMEHTH, BUIaHI MIsKHAPOAHUMU (DIHAHCOBUMU
Ta npodeciiHuMu opraHizalismMu, 3 TUTaHb YAOCKOHAJEHHS 00IIKOBO-aHATI THYHOTO 3a0e3MedeH s IPUNHATTS yIIpaBIiH-
CHKUX PillleHb, sIKi OmpaIboBaHo MeTofamu 6ibaiorpadidyHnM, aHaIi3y, CAHTE3Y, y3araJbHEHHs Ta CHCTeMaTH3aIlii.

Pesyavmamu. InentidikoBaHo KI040Bi muTanis iMmmemenTartii IPSAS, ski MatoTh ocobriBe 3HAYEHHS 11T OOTPYHTY-
BaHHS CTPATETiYHUX PillleHb (hiHAHCOBOTO XapakTepy SK Y Tepio/ BOEHHOTO CTaHy, Tak i y moBoeHHUH 4yac. /loBeneno, mo
MOJKYTh MaTH MiCIle HAIIPSIMHU, TI0B’sI3aHi 13 MOAQJIBIIUM PO3BUTKOM IHCTUTYTY He(hiHAHCOBOTO 3BiTYBaHHs Cy( €KTIB TOCIIO-
JTapIOBaHHS B YKpaiHi.

Bucnoexu. Pesynbsratu OCTIPKEHHS J03BOJWIM cHOPMYJIIOBATH MTPOIO3HUILii, CIIPSMOBAHI Ha MiZIBUIIICHHS TpPaHCIa-
PEHTHOCTI [isLIIbHOCTI Ta MiA3BITHOCTI Cy6'€KTIB IHCTUTYIIHUX CEKTOPIB €KOHOMIKHM Ta CTBOPEHHS TTOTY KHOI iHhOopMaIriii-
HO-aHAJITUYHOI 6a3y IPUIHHATTSA PillleHb CTPATErTYHOIO XapaKTepy.

Kniouosi criosa: BOEHHUI CTaH, CEKTOP 3arajlbHOTO JIEPXKaBHOTO yIIpaBJiHHs, (hiHaHCOBI Kopropailii, HehiHaHCOBI Kopriopa-
11, MIsKHAPO/IHI cTaHAAPTU OYXTaATEPCHKOTO O0JIIKY B IE€PKABHOMY CEKTOPI, He(hiHAHCOBA 3BITHICTD, 3BIT IIPO yIIPABIIiHHS,
3BIT PO IJIATEXKIB HA KOPUCTD JI€PIKABU.
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