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Modern tendencies of economic science development are 

characterized by growing interest in innovations, focused on creating 

and implementing energy saving technologies, waste management 

technologies, ecological production; biotechnology resources. These 

processes are accompanied by significant expenses that need full 

coverage in the system of enterprise management accounting and in 

financial reporting indices. 

The analysis of scientific papers on this topic revealed that in 

international professional journals, scientists focused mainly on the 

development of the concept of environmental management accounting. 

In particular, Burritt (Burritt, R., & Herzig, C., & Schaltegger, S. & 

Viere T., 2019) considered the diffusion of innovations theory in 

accounting, which enabled to understand the dynamics of implementing 

environmental management accounting more deeply and search new 

effective tools of accounting and management. 

The above-mentioned authors concluded that in order to ensure 

complex conditions of innovative development it is not enough to use 

only one method of management (namely expenses accounting). This 

method is extremely important as it is aimed at obtaining reliable 
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information. However, it requires an inter-discipline understanding of 

innovations in accounting and environmental management. 

Al-Sayed (Al-Sayed, M. & Dugdale, D., 2016) stressed on the 

growing dynamics of innovations in business processes and analyzed the 

group of factors influencing: 

1)  initiation and making decisions “Activity-based innovations” 

(ABI); 

2) the degree of using ABI. As a result of detailed analysis of the 

studied factors the authors made the conclusion: “ABI can now be 

regarded as mainstream management accounting practice”. 

The main peculiarity of such approach is that the practical 

management mainly does not use standard (unitary) models of decision-

making. However, “any innovation-specific contextual factor (such as 

level of overhead) in management accounting innovation studies” (Al-

Sayed, M. & Dugdale, D., 2016) is the object of constant interest for 

management. 

In solving the main tasks of expenses accounting on innovations 

Ukrainian scientists concentrate their attention on the following problem 

questions: 

1) the existence of multi-choice concept “innovation expenses” and 

its terminological discrepancy in theoretical, legislative, and practical 

spheres (Ozeran, H. & Hyk, V., 2013, pp. 21-22; Benjko, M. M. 2013, 

pp. 5-11; Gholub Ju. Ju. 2012, pp. 253-260); 

2) the multi-choice of methods of reflecting innovation expenses in 

accounting system (Ozeran, H. & Hyk, V., 2013, p.p. 22-28; Jefimenko, 

T. I. 2014, pp. 158-162; Ghnylycjka, L. 2007, pp. 45-48); 

3) the gaps in working out recognition criteria of innovative objects‟ 

origin as a part of assets; such gaps prevent from adequate disclosing 

information about them in reporting (Meljnychuk, I. V. (2014, pp. 180-

185; Jefimenko, T. I. 2014, pp. 167-172); 

4) the absence of uniform accounting methods on innovation 

expenses that could provide their adequate reflection in the enterprise 

information system (Ozeran, H. & Hyk, V., 2013, p. 29; Jefimenko, T. I. 

2014, pp. 167-172; Chebanova, N. V. & Jefimenko, T. I. 2015, pp. 60-

63; Yushchak, Zh. M. 2014, pp. 449-457; Ghrycaj, O. I. 2010, pp. 198-

201; Ghurina, N. V. 2010, pp. 53-57; Kantajeva O. V. 2009, pp. 25); 

5) the absence or inadaptability of ledgers for accounting  innovation 

expenses (Yushchak, Zh. M. 2014, pp. 449-457; Borodkin, A. S. 1981; 

Saenko, K. S. 1991; Ghnylycjka, L. 2007, pp. 45-48; Pustovyt, A. N. 

2000, pp. 40-44; Pushkar, M. S. 2006); 
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6) “human factor”, which is the cause of ineffective accounting, i.e. 

the lack of professional interest of accountant, the subject of business 

operations‟ registration, in full disclosing and increasing data analyticity 

of innovation expenses (Ozeran, H. & Hyk, V., 2013, p. 29). 

Scientific discussion around these problems does not lose topicality. 

However, some issues that are declared by the authors as “problem 

ones” in reality do not require scientific approaches to their solving. For 

example, “the problem of the absence of ledgers to reflect innovation 

expenses” is a far-fetched scientific myth, which points to absolute 

isolation of scholar-theoretician from accounting practices. We consider 

that there is no problem of the absence of ledger “form” in modern 

accounting, because it is a question of professional competence and 

opportunities of the subject responsible for organizing accounting at 

enterprise. 

In real conditions the fundamental knowledge of accounting being 

the basis of accountant‟s professional competences enables him to 

imagine and model any ledger, which corresponds to the parameters of 

non-standard situation. Head of enterprise or chief accountant cannot but 

“know” about computer or special software products for conducting 

accounting and also many suggestions as to adaptation and integration 

of automated software products in information environment of a 

particular enterprise. 

Accordingly, if research is limited to abstract recommendation “to 

automate accounting”, it means that the author‟s suggestions are based 

on archaic approaches to understanding the essence of the problem (or 

the problem which actually no longer exists). 

In this context it is expedient to focus on the most important aspects 

of scientific discourse on the problems of innovation processes‟ 

accounting. 

1. Recognition of innovations as an object of accounting. 
Some authors ground their research on the need to reflect 

“innovations that have the status of quantity determined or separated 

objects” in accounting records (Sachenko, SI & Chereshniuk, OM, 

2018, p.743). 

However, “innovations” are not and will never be the subject of 

accounting. Even if  innovation is understood as creation of a particular 

product – good or service, first of all  expenses are accounted, and then 

– the newly created product that has a specific name, quantitative 

parameters and corresponding economic characteristics according to 

which it is recorded to a particular account. 



94 

Singling out accounting objects of innovation activity is possible 

only if the rules of their identification and methods of cost measurement 

are formulated. 

According to V. M. Zhuk (Zhuk ,V. M. 2011, pp. 36-39), the main 

objects of accounting innovation activity are: 

-  estimates on creation; 

- expenses on investments in new technologies and research 

activities; 

- innovative products; 

- processes of products‟ commercial using (or their using for further 

innovation activity). 

Most scholars connect the objects of accounting innovations with the 

concepts of “intangible assets” and “intellectual property”.  There are 

some significant differences along with common features of disclosing 

in accounting the information on intangible assets and innovations 

(Meljnychuk, I. V. 2014, pp. 178-185). 

1) most of intangible assets‟ accounting objects , such as the firm's 

reputation, brand creation, do not undergo the processes of research and 

development, which is characteristic of innovations; 

2) objects of intangible assets are not necessarily characterized by 

novelty, which is one of the main indicators of innovations; 

3) a number of intangible assets by their essence cannot be alienated 

(licenses, preferences, etc.), at the same time, innovations are new 

products of the firm which are unique and can be sold or leased to get 

additional economic benefits. 

НСБО 8 “Intangible assets” includes three criteria of recognizing the 

results of research and developments as part of assets. This list of 

criteria does not fully meet market demands; that is why I. V. 

Melnychuk (Meljnychuk, I. V. 2014, pp. 178-185) suggests the 

following additional criteria: 

- if there is a possibility to get economic benefit from selling 

innovation, which cannot be identified, but there are interested buyers; 

- if there is a possibility of singling out the object from unidentified 

intangible assets for own using in the production system in order to 

obtain economic benefits; 

- if the asset can be exchanged for another asset to obtain economic 

benefits. 

Thus, summarizing research papers enables to generate two 

“scenarios” of identifying the objects of accounting innovations 

(Jefimenko, T. I.  2014, pp. 167-172). 
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-  as an asset of innovative origin (fixed asset or intangible asset) in 

balance sheet. Provided that the enterprise proved or “intends or is 

technically capable and has resources to bring the asset to the state in 

which it is suitable for using or selling and expects to receive future 

economic benefits from such asset” (Ministry of Finance of Ukraine 

2013, National Accounting Standards); 

- as an item of expenses (administrative, expenses on selling, other 

operating expenses) of the reporting period in which such expenses were 

made, if economic benefits from using such object have already been 

received. 

2. multi-choice of concepts. 
The authors, using the method of induction in the process of 

cognition, often quote the definition of “innovation” that in the future 

may cause substantial deviations from searching the true ways to 

overcome the problems of accounting. An example of such deformation 

is a false interpretation of innovation expenses as “new objects of 

accounting”. 

In this aspect, we support the opinion of scholars who consider that 

innovation expenses are not an absolutely new object of accounting. 

Such expenses are the object of management and one of the key indices 

in the process of making managerial decisions related to increasing the 

efficiency of enterprises‟ financial-economic activity (Ozeran, H. & 

Hyk, V., 2013, p. 28). 

Rapid development and active introduction of innovations cause the 

modification of economic processes and are accompanied by the 

corresponding expansion of the terminological base, which enables to 

understand in more detail the essence of real economic operations taking 

place at enterprise. 

    For the analysis and synthesis of terminological aspects of 

defining innovations one should refer to their historical genesis.  

The origins of innovation categorical interpretation date back to the 

30s of the XXth century, when Y. Schumpeter in his fundamental 

researches explained the causes of economic development by the 

attempts to get super-profits generated at the expense of temporary 

monopoly, which appears in connection with introducing innovations 

that is “... changes aimed at introducing and using new kinds of 

consumer products, new production and transport facilities, markets and 

forms of production organization in industry” (Lebedeva, L. V. 2010, 

pp. 16-24). 

Critical analysis of scientific opinions on interpreting the content of 
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the term “innovation” enables to substantiate two enlarged approaches: 

dynamic in which innovation acts as “innovation- process, innovation – 

a complex of measures”; and static, in which innovation is “innovation-

product, innovation - the final result” (Gholub Ju. Ju. 2012, pp. 253-

260). 

The representatives of “dynamic terminology” interpret innovation 

as a process in which an invention or idea acquire economic sense, 

during which the scientific idea or technology are brought to the stage of 

practical using and begin to give economic effect; or as a new impetus 

to scientific-technical knowledge ensuring market success. 

The related substantiation of the studied term as a complex of 

technical, production, and commercial measures directed at introduction 

in the economy of new machinery, technologies, inventions and so on, 

causing the appearance of new products, improved industrial processes 

and equipment on the market; as a new phenomenon; as a new 

scientific-organizational combination of production factors motivated by 

entrepreneurial spirit (Benjko, M. M. 2013; Volkov, O. I. & Denysenko, 

M. P. 2007; Mykytjuk, P. P. 2007; Quality management systems; 

Fatkhutdinov, R. A. 2008). 

The supporters of “static” terminology interpret innovations as the 

final result of innovation activity – a new or improved product 

introduced on the market. (Mezenina, N. S. 2012; The measurement of 
scientific and technological activities. proposed guidelines for collecting 

and interpreting technological innovation data.; Verkhovna Rada of 

Ukraine 2002, «Law of Ukraine» On Innovation Activity»).  

We consider the definition of dynamic approach more substantiated 

because the final product of innovation activity will be recognized in the 

future as a part of current or fixed assets (including intangible). And, in 

fact, innovation is a process of emerging novelty which generates 

consumer values, which ensure sustainable growth of the financial 

result, i.e. new economic benefits. 

The conducted studies give the reason to consider that multi-choice 

of approaches to interpreting the term “innovation expenses” does not 

pose real threats to practical accounting because methods of their 

solving are highlighted quite widely in scientific and professional 

literature. The specific subject of accounting – accountant, is the key 

aspect in solving this problem; much depends on his (her) competence, 

business skills, and ability to adapt to the requirements of modern 

information environment. 

Using professional judgment of accountant based on using basic 
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terminological minimum and comprehensive studying additional terms 

that correspond to the specific production situation is a determining 

factor of accounting effectiveness.  Similar to the model presented in the 

scientific paper by Kantsedal (Kantsedal, N. A., 2019, p. 33), the 

combination of accountant‟s basic skills together with taking into 

account specific circumstances of enterprise innovation activity 

envisages: 

- multi-aspect study of economic terminology and specific technical 

terminology related to accounting and characterizing innovation 

processes more fully; 

- search of the most representative term, which enables to understand 

the economic essence of innovation expenses for determining criteria of 

their recognition and registration in the accounting system at a particular 

period of time; 

- constant interaction with relevant regulatory base in order to 

confirm or refute terminological identity  of the notion “innovation 

expenses” as the object of accounting with the aim to predict economic, 

tax, or legal consequences of registering corresponding economic 

operations in accounting information system. 

Following these rules will help to avoid incorrect terminological 

borrowings, which make the illusion of “a new vision of accounting”. 

3. Multi-choice methods of accounting innovation expanses. 
Systematizing scientific notions about the ways of constructing 

accounts‟ correspondence of accounting the objects of innovations 

demonstrates multi-choice approach in scholars‟ recommendations: to 

keep records of them as a part of other operating activity expenses, to 

keep records as a part of fixed assets, to keep records as a part of 

deferred expenses, to keep records as a part of capital investments. 

To form the initial asset value of innovative origin, most scientists 

suggest the using of sub-accounts of capital investments accounting with 

possibility of their detailing (Jefimenko, T. I. 2014, pp. 167-172; 

Chebanova, N. V. & Jefimenko, T. I. 2015, pp. 60-63; Meljnychuk, I. V. 

2014, pp. 178-185; Kirsanova, V. V., Sukhareva, T. O. & Kovaljova, O. 

M. 2011, pp. 216-221). 

 For example, the following sections of analytics can be the units of 

detailing sub-accounts of capital investments accounting in innovations:  

“Expenses on acquisition (creation) of innovation assets”; “Innovative 

technologies purchased under license agreement”; “Innovation assets 

and technologies received from the science park”; “Innovation assets 

created as a result of joint activity”. 
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The supporters  of “expenditure” approach, recognizing synthetic 

accounting of innovations, offer to keep records of innovation 

expenditures as a part of other operating activity expenses according to 

the following list of analytical accounts: “Information expenses”; 

“Expenses for preparing innovation activity (intangible)”; "Expenses for 

preparing innovation activity (tangible)”; “Production expenses of 

innovation activity (Yushchak, Zh. M. 2014, pp. 449-457).). 

Within this scientific approach, the suggestions concerning the 

reflection of innovation expenses as a part of deferred expenses are 

substantiated. Thus, L. Hnylytska (Ghnylycjka, L. 2007, pp. 45-48.) 

offers to conduct expenses‟ analytical accounting within the accounts of 

deferred expenses accounting according to the types of developed 

products within the range of expenditures and stages of conducted work 

in order to improve phased accumulation of expenses for developing 

new products and writing off the costs on serial production. The 

suggestion to conduct accounting of innovation expenses cumulatively 

starting from preparing design documentation and to manufacturing 

experimental series of products is the procedural peculiarity. This 

approach corresponds to the provisions of international accounting and 

financial reporting standards. 

 Zh. M. Yushchak (Yushchak, Zh. M. 2014, pp. 449-457) suggests 

using the combination of several expense accounts for the formation of 

accounting records to confirm the lifecycle stages of innovation assets. 

In accounting practice, in the author‟s opinion, at first, the expenses 

connected with innovation activity, should be recognized as a part of 

deferred expenses. After completing the project, in case of positive 

result, the accumulated innovation expenses are to be written off on the 

account “Capital investments”, and in case of negative result – on the 

account “Expenses on research and development”, which reduce the 

financial result. 

Hrytsai A. and Z. Yanchenko substantiate the separation of account 

of innovation expenses accounting (Ghrycaj, O. I. 2010, pp. 198-201; 

Janchenko, Z. B. 2014, pp. 344-354). 

Separate account for accounting expenses on innovation processes 

has to contain information about all enterprise expenses, connected with 

innovation activity. Expenses on innovation processes will be 

recognized as expenses during a certain period together with 

recognizing profit, for which they are made. To determine financial 

result this account will be closed by the account “Financial results” 

(Ghrycaj, O. I. 2010, pp. 198-201). Developing the above-mentioned 
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scientific approach, Z. Yanchenko notes that after singling out 

innovation expenses on a separate account, the methods of calculating 

the cost of innovative product will become clearer and more transparent, 

which will increase investment attractiveness of enterprise innovation 

activity (Janchenko, Z. B. 2014, pp. 344-354). 

We consider “expenses” approach more substantiated in constructing 

the principles of accounts‟ correspondence in  accounting innovation 

objects, as innovative products have to be recognized in future on 

accounts of fixed assets or stocks. Separating innovation expenses on a 

separate account is rational, because “Expenses on research and 

development” envisage the result of recognizing the object of intangible 

assets, which, as it was proved above, in most cases is not identical with 

the object of innovative developments. Introducing of the above 

mentioned account will result in changes of methodological approaches 

to expenditure accounting, in particular, it is necessary to substantiate 

the criteria of innovation expenses “productivity” for detailing the 

mechanism of including “productive expenses” in the primary cost of 

future innovative development and decreasing the financial result of the 

corresponding kind of activity by the sum of “unproductive” expenses 

(the expenses were made, however, “the product” does not meet the 

criteria of innovative product). 

Possible complications of finding sources of financing innovative 

programs, developments, projects and the risks of determining the 

degree of innovativeness of the original product prove the substantiality 

of scientific suggestions in creating the reserves of providing innovation 

activity expenses (Ghurina, N. V. 2010, pp. 53-57; Kirsanova, V. V., 

Sukhareva, T. O. & Kovaljova, O. M.  2011, pp. 216-221). 

We consider that it is expedient to conduct accounting records of the 

above mentioned object in the enumeration of capital‟s components, 

namely, in the part of created provisions for deferred expenses and 

payments. 

Conclusions. 
1. Innovation processes cause broadening of economic terminology 

and ambiguous approaches to interpreting certain terms. This is an 

indicator of demand for advanced solutions of the subject of accounting 

– accountant, using innovative approaches by him in searching 

substantiated and effective methods of accounting corresponding 

objects. 

2. Scientific solving problems in accounting (including accounting of 

innovation expenses) should be considered by the method “from 
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reverse”, which answers the question: “Does practical accounting really 

make such a request in scientific environment?”. This will help to avoid 

developments having the signs of “pseudo”, in which the problem is far-

fetched, and methods of its solving have “zero” effectiveness for 

management. 

3. While reflecting innovative processes in the accounting system, 

“innovation expenses”, but not “innovations” are the object of 

accounting observation. “The reserve of ensuring innovation activity 

expenses” can be recognized as the related accounting object as a part of 

financing sources  

4. Generalizing scientific papers enables to generate two “scenarios” 

of identifying the objects of accounting innovations: as asset of 

innovative origin; as expense item. 

5. Critical analysis of scientific positions on interpreting the content 

of the term “innovation” enables to substantiate two enlarged 

approaches: dynamic, in which innovation is “innovation-process, 

innovation - complex of measures”; and static, in which innovation is 

“innovation - product, innovation - final result”. 

6. We consider “expenses” approach more substantiated in 

developing the principles of accounts‟ correspondence of  accounting 

innovation objects, because innovative products have to be recognized 

in future on accounts of fixed assets or stocks. Separating innovation 

expenses on a separate account is rational, because “Expenses on 

research and development” envisage the result of recognizing the object 

of intangible assets, which, as it was proved above, in most cases is not 

identical with the object of innovative developments.  

7. There are the following prospects of further scientific search in 

this direction: developing approaches to generate internal reporting 

forms for innovation expenses management; training and regulatory 

approving methodical recommendations on accounting innovation 

activity objects of industrial enterprises at the national level; 

substantiating analytical indicators of innovation activity success (e.g. 

the level of innovation activity profitability; payback period of 

innovative projects; the duration of the production cycle of innovative 

development; the degree of innovation expenses‟ productivity, etc.). 
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