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Abstract. In the current reality of market conditions, the survival and effective
functioning of trade organizations is based on an appropriate information support
system, the main elements of which are budgeting and control. The article focuses on
budgeting as an effective tool to control a retail trade network. Budgeting acts as the
basis for planning in the management system, for making economic and managerial
decisions, to assess the aspects of financial solvency, to strengthen financial discipline
and subordinate the interests of structural units to the interests of the company as a
whole. It is noted that the principle of the budgeting tool use in control depends on the
company activity type directly. The requirements are set, according to which the
effectiveness of this controlling tool is determined. They described the specifics of
network retail and the specifics of trading activities that affect the structure of operating
budgets, which, in turn, are the starting point in the budgeting process.
Key words: retail, budgeting, control, budget items, budget, management system,
trade organization.
Introduction. High results of the trading network business activities, the level of
sales technology efficiency and maximization of profits directly depend on the use of
effective controlling tools that help the enterprise to survive during the competition.
When setting up and implementing budgeting processes, the key problem is the lack of
a clear understanding of budgeting principles in departments, since the methodology
of this process is not enshrined in regulatory enactments at the legislative level, each
organization regulates the budgeting system with local documents independently,
taking into account its industry specifics.
The budgeting process must be structured in such a way that it does not pursue the
goal of of the organization cost reduction, which can lead to sales and product quality
decrease, but, on the contrary, the vector is directed to a more efficient use of resources
at all stages of trading activity. The essence of the process setup to manage the costs of
a retail network comes down to cost recognition, their grouping and accounting in such
a way that in the future, on their basis, it will be possible to analyze practically, predict
financial results, prevent and control possible risks, control the expenditure of funds
and fulfill the set indicators in both value and real terms.
Problem formulation, purpose of the article. In modern realities, to ensure the
competitiveness and financial stability of a retail network, it is necessary to monitor

constantly the main processes occurring in its economic activity. This prompts the
experts in economics and management to research new management technologies.
Controlling in a trade organization is a holistic integrated management system that
provides top managers with up-to-date information, analytical and methodological
support for making high-quality managerial decisions that contribute to a trade
organization performance improvement.
The relevance of the controlling system is conditioned by the fact that it has collected
a whole range of economic and managerial aspects: management, financial and
economic analysis, financial and managerial accounting, information flow
management, planning and budgeting; which makes it possible to standardize control
indicators, plan and control the extent of previously set goals [1].
The purpose of this article. Studying the budgeting tool in the retail chain control
system
Problem study degree. A significant contribution to the development of the
theoretical provisions of control was made by foreign economists: A. Daile, E. Mayer,
R. Mann, P. Priceler, T. Reichmann, H.J. Volmuth, D. Hahn, P. Horvat, E. Sherm and
others. The works of foreign scientists describe controlling as a management concept
that is based on the analysis, planning and control of the company performance. They
also consider the place, tasks, functions and tools of operational and strategic
controlling. Foreign experience in the implementation of the proposed concepts of
controlling is used as the basis for adaptation to Russian practice.
Domestic economists consider controlling as an effective system of information and
analytical support for planning, analysis and other economic and management
functions in a company. They analyze a set of issues that are related to the
implementation of the economic entity goals: planning, development and modeling of
budgets, the mechanism of an enterprise budgetary management, management
accounting, control and analysis of actual deviations from planned indicators, and the
development of optimal management decisions.
Research methodology and methods. In the course of writing the work, a number of
scientific methods were used, including non-formalized ones. The main ones include:
analysis, synthesis, comparison, assessment, generalization method, and system
analysis.
Research results, discussion
Trade is a branch of economy that brings goods from producer to consumer. It
occupies the second phase of reproduction - distribution representing the continuation
of production processes in the field of commodity circulation, that is, the trade
enterprise decides on the transportation, storage of inventories, packaging (which
increases the cost of goods) and on their further sale to the consumer, which
significantly speeds up the entire cycle of management accounting [2]. Thus, the cost
of goods and services is determined through the trade margin, which is intended to
reimburse distribution costs.
It is known that the budget is a working format, which is a plan that covers, in this
case, all aspects of the trade industry, and allows you to compare all the costs incurred
and the results obtained in financial terms for the coming period as a whole and for its
individual parts. Based on the above, such a feature affects the composition of budgets

significantly, from which the structure of the retail network general budget will be
formed (Figure 1).
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Figure 1 - General budget model in the retail network
It can be seen from the diagram that the operating budget of a trade organization
differs significantly from the operating budget of a manufacturing enterprise, for
example, and consists of the budget for stocks of goods at the end of the planning
period, which in turn contains the budget for purchasing goods and the budget for sales,
and the operating budget also contains commercial and administrative expenses
budgets.
This structure of the operating budget is aimed at a specific goal - the development
of financial result projected statement [3].
Let's consider the principles of operating budget development.
The sales budget is the basis for the overall budget of a sales organization. You need
to know that in the approved sales budget, the commodity structure and sales volume
determine the strategy and nature of all enterprise activities. In the process of
budgeting, the formation of a sales budget is the most difficult stage, because of sales
markets uncertainty: general market conditions and competitors. It is important to make
a sales budget of a retail network by top positions, sales are planned by store
department or by trade directions.
Do not forget that the most important object for budgeting is income from the sale
of goods, since this indicator is significant to develop financial results of a trading
company. The main components of the "income" category are the proceeds from the
sale of goods and the trade mark-up. Therefore, when disclosing information about
income in the sales budget, it is important to pay attention to their receipt in the
following context:
- income content: financial or industrial and commercial,
- income generation frequency: random or permanent,
- income and costs ratio.
This will help sales organization managers draw a clear line between revenue and
other organization profits. At that, the first component can be used in budgeting:

1) to compare income from the sale of goods with its cost and to determine the results
of production and commercial activities;
2) to set prices for the break-even sale of goods;
3) to model various ways of the company strategic and tactical development;
4) to make effective economic and managerial decisions.
Taking into account the specifics of the cost items of retail chains: the absence of
material and production costs, and the presence of the item "Costs of purchasing goods
for resale", consisting of the product purchase price, non-operating expenses and taxes,
we can say that based on the sales budget and product stock balance at the end of the
month, a procurement budget is planned, which reflects the procurement time, the
number and types of purchased goods. The budget for the procurement of goods is
compiled with a breakdown by major suppliers. Such budgetary forms as the budget
for material and production costs are not applicable to the trade organizations.
When forming a budgeting system for a trading network, it is worth paying attention
to the development of budget forms for commercial and administrative costs. This is
due to the large number of cost items of the trade organization that form the budget
data.
The budget for commercial expenses includes all the estimated costs associated with
the sale of goods in the future period. This budget reflects all variable costs:
commission costs, the costs of product transportation and storage, advertising, premise
rent or maintenance where goods are sold. When calculating the budgets of commercial
expenses, it is necessary to be guided by the plans of sales volumes, since the turnover
increase has a greater impact on the variable part of costs. So, when planning to
increase the volume of sales, it is necessary to adjust the budgets of commercial
expenses in terms of remuneration to sales agents, transportation costs, commissions,
etc.
To simplify the transition to a controlling system in trade organizations, the
following form of commercial expenses budget and budgetary cost items can be
proposed:
Budgetary item of commercial
expenses

January Commentary
of
20ХХ
Plan

Total expenses:

Salaries and insurance premiums
of personnel directly involved in
trading operations
Salary
Insurance premiums

Contributions to the MIF, PF, SIF

Staff costs
Voluntary health insuranceе
Accommodation and meals compensation
Medical examination
Staff training
Safety provision
Staff recruitment

Mandatory medical examination of personnel

Rental and maintenance of
premises
Warehouse rental
Electricity and utility bills
Safety and security

Security of warehouses and retail premises, fire safety
expenses, etc.

Renovation of premises

Services, rental and maintenance
of vehicles
Car rental and services
Fuel
Repair of vehicles
Vehicle insurance
Depreciation
Depreciation

Depreciation of all property, plant and equipment used
in trading

Inventory and workwear
Workwear and PPE

Workwear and uniforms of the trade enterprise
personnel

Household inventory

IT costs
Communication and Internet
Software
Consumables
Repair and maintenance
Office equipment and technical devices

Warehouse and product accounting software
Accounting of cash registers and computers
Office equipment and technical devices in warehouses
and sales areas

Advertising and marketing
Promotional activities

Material costs for advertising events, the services of
third parties

Participation in tenders for the purchase
of goods

Other commercial expenses
Drinking water
Furniture
Office expenses
Insurance
Other commercial expenses

Warehouse and sales area furniture

The commercial expenses budget can be formed in the context of warehouses,
retail outlets, etc. for a year, split by months.
Simultaneously with the budget of commercial expenses, the budget for
administrative expenses is drawn up, which determines the costs associated with the
maintenance of the trading network, personnel common property and the organization
of its activities.
Budgetary item of administrative and
management expenses

Total expenses:

January Commentary
of
20ХХ
Plan

Salaries and insurance premiums
of management
Salary
Insurance premiums

Salary AME
Contributions to the MIF, PF, SIF

Staff costs
Voluntary health insuranceе
Accommodation and meals
compensation
Travel expenses
Medical examination
Staff training
Safety provision
Staff recruitment

Mandatory medical examination of personnel

Rental and maintenance of
premises
Premise rental
Electricity and utility bills
Safety and security
Renovation of premises

Office rental
Security of offices, fire safety expenses

Services, rental and maintenance
of management vehicles
Car rental and services
Fuel
Repair of vehicles
Vehicle insurance
Depreciation
Depreciation

Depreciation of all property, plant and equipment used
by management

Inventory
Household inventory
Household expenses

IT costs
Communication and Internet
Software
Consumables
Repair and maintenance
Office equipment and technical devices

Accounting and reporting software, management
accounting and budgeting software
Cartridges, toners
Office equipment and computers

Advertising and marketing
Promotional activities
Participation in tenders for the purchase
of goods

The costs for advertising events, the services of third
parties
Bank guarantees

Other commercial expenses
Drinking water
Audit
Furniture
Office expenses
Postal and courier services
Literature, subscription, printing services
Consulting and information services
Legal services
Other commercial expenses

Warehouse and sales area furniture

The proposed budget items are not exhaustive and may be added and changed
depending on the specifics of trade organization activities.
The second feature is the structure of the retail trade network economic entity.
An important condition for the budgeting system effectiveness is the creation of a
trade organization financial structure, the determination of financial responsibility
centers (hereinafter referred to as FRC), which are understood as a structural unit of an
organization, to which a leader is assigned, who controls all its resources.
The type of financial structure and the method of responsibility center allocation are
chosen by the head of the organization based on the feasibility and management
decentralization degree, which they are ready to accept during this period. Besides, the
type of the trading network financial structure depends on the control forms and
methods (administrative, economic) that must be applied in relation to the structural
units responsible for the sources of income and expenses.
In practice, the main types of FRC are distinguished: FRC of income, costs,
investments, marginal income and profit [4-7].
Income Centers (IC) take responsibility for the income that flows to a company in
the course of a trading activity. In order to be accountable, the income center must be
able to influence the level of income through the sales department, network of agents,
and brand stores.
Cost centers (CC) form the divisions that consume various resources and thus affect
costs: store, warehouse, logistics and trade departments, security, accounting and other
costs.
Investment centers (IC) manage both working capital and non-current assets, thus,
they are responsible for the company profit and the creation of new projects (purchase
of new software, construction of a new store). The Investment Center ensures the
rational use of the investment flow, which implies responsibility for the profitability of
all organization assets.
Marginal Income Centers (MIC) are responsible for the difference between income
and direct costs in the areas and for the result of activities in general. The measure of
efficiency is not the income and expenses of each area separately, but the difference
between them.
Profit centers (PCs) are responsible to controlling department for the amount of
profit received. Just like the centers of marginal income, they control the expenditure
and income of trading activities, and not a separate area, but the company as a whole.
For large retail chains, the following principles of FRC allocation are used [8]:
a) Functional - in accordance with the participation in the organization business
processes (management, supply, implementation) [9],
b) Product - responsibility is distributed by product lines that are sold in the trade
network (household chemicals, baby products, meat products, dairy products, frozen
foods, etc.),
c) Technological - responsibility is distributed according to the principle of trade
formats (minimarkets, hypermarkets, supermarkets, discounters),
d) Territorial - distribution of responsibility by regional basis (FRC "Far Eastern
Region", FRC "Central Region", FRC "Southern Region", FRC "North-West Region").

These principles can be combined with each other based on the needs of
management and the specifics of financial and economic activities.
The third feature is that the principle of "boiler" cost accounting generally operates
in trade organizations, and it is difficult to separate more profitable business processes
and the goods sold from less profitable ones, that is, there is no prime cost calculation,
as in manufacturing enterprises.
They use the methods of regulatory accounting and direct cost in the branches of
material production within the system of cost accounting and control. These methods
can be applied at retail trade enterprises, but this is a labor-intensive process in the
absence of unified reliable data on cost regulation [18]. Cost rationing should be based
on the aggregate cost norm - the budget. Deviations from the standard need to be
identified not for each type of sold product, but in the context of responsibility centers,
since the organization of cost accounting by responsibility centers allows you to control
them at all management levels, to establish those responsible for the occurrence of
unplanned costs, cost overruns and other deviations from the budget. They should be
distributed by types of goods or their groups only, if necessary, for example, by those
groups of goods, the implementation of which requires the organization of special
conditions for sale.
The fourth feature of large retailers is the presence of a huge assortment of goods
[10-11].
Often, trade organizations develop real-cost budgets to form the planned and actual
values of financial flows, income, expenses and profits [13]. Such budgets reflect the
turnover and balances of goods, fixed assets, raw materials, that is, various objects
measured in quantitative terms.
In larger retail chains, the formation of budgets in kind with such a large range of
goods will entail additional resources of the company divisions, and the information
reflected in such a budget is unlikely to be reliable and fully used by the manager. But
it is also worthwhile to understand that in case of refusal to use in-kind budgets, the
budgetary model of the organization is deprived of a quantitative base, without which
it will be difficult to delegate authority to the departments involved in the purchase,
transportation, storage and retail sale [14].
The described problem can be solved by selecting a criterion that will be convenient
for budget users. To generalize a diverse assortment of goods, you can combine them
into groups, or start accounting in conventional units:
- averaged (average daily sales of an outlet, trade team),
- aggregated (brand, customer segment, product group).
This approach is conditioned by the convenience in calculations for the developed
budgets using similar units of measurement, as well as the permissible level of error
for averaged data. Besides, the data accuracy in forecasting can be much less than
during the preparation of actual indicators.
The entire budgetary process is completely built on the basis of the developed units,
including the company regulations and certain reference books in the database.
The fifth feature is the variety of business areas.
The variety of criteria to determine business areas in the trading network, makes it
necessary to solve the problem of indirect cost correct distribution related to several

centers of marginal income at once [15-19]. The procedure for cost allocation in a retail
network is not an easy task due to its complex infrastructure. In order to distribute
indirect costs correctly among all infrastructure elements, it is necessary to determine
in proportion to what they are distributed. The area of the outlet, the volume of goods
or their trade margin are suitable in this case as the basis for distribution during indirect
cost planning [20].
The main problem in the allocation of indirect costs among business lines is the
acceptance of the established scheme for the allocation of indirect costs by all heads of
departments. In view of this, when developing a budgeting system, it is important to
convince users of this system that their interests will not be infringed upon during
integral indicator use. The best way to do this is to develop these indicators along with
them.
Summary. Thus, when developing a budgeting system in a retail network, it is
necessary to take into account all the above considered features, which are marked by
the retail sector:
- lack of a complete production cycle. The main operating budgets of the trade
organization are the following: sales and purchase budgets;
- the specificity of the organizational and financial structure of the trading network.
The determination of FRC takes place according to one of the principles: functional,
territorial, product, technological;
- absence of prime cost calculation;
- selection of a wide range of goods grouping;
- separation of indirect costs with a variety of business areas.
Based on these features, top managers will be able to improve the efficiency of the
introduced system, as well as to increase the profitability, profit, competitiveness of
the company, that is, to improve the economic condition of the organization as a whole.
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