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Abstract 
 

In the context of the digital economy, the strengthening role of socially-oriented non-profit organizations 
(NPOs) in addressing issues related to the harmonization of social and economic aspects of social 
development is impossible without changing the focus on strategic targets. The organization of the 
budgeting system in socially-oriented NPOs is based on the following features: the problem of allocation 
of the calculation unit; a high level of uncertainty of the budget revenue; social orientation of non-profit 
organizations, which determines the increased responsibility for the results of activities and requires 
clarification of the concept of the activity result. The use of a results-based budgeting model in socially 
oriented NPOs, in which, on the one hand, the expenditure of targeted funds is carried out in accordance 
with the principle of centralization, and, on the other hand, the goals are achieved on the basis of the 
principles of decentralization, ensures the planning, execution and control of budget expenditures in direct 
connection with the set and achieved results. This model uses mobile annual budgets with a one-month 
budgeting step. The analysis of budget execution, aimed at assessing the performance quality of socially-
oriented NPOs, has a bilateral character: on the one hand, the efforts of the organization itself are 
evaluated, and on the other - the target group. The effect of the use of target funds arises in the subsequent 
reporting periods of time and is determined by the attitude to socially-oriented NPOs of the society.  
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1. Introduction 

Sustainable development of modern market economy is aimed at simultaneous satisfaction of the 

needs of business entities and society. Throughout the period of development of society there was a need 

to establish a balance in solving of social and economic problems. In modern conditions, this role is 

performed by socially-oriented non-profit organizations. The analysis of their activity allows to speak 

about problems with attraction of target means and an assessment of efficiency of their use (Arena, 

Azzone, & Bengo, 2015; Bazarov, Appalonova, Sinetova, & Tishkina, 2016). 

Currently, socially-oriented activity in accounting is considered as a set of accomplished facts of 

economic activity.  At the same time, the possibility of integration and integral consideration of economic 

processes in the conditions of digitalization allows us to consider the strategic direction of these 

processes, which is especially important, because it allows us to economically justify the efficiency and 

feasibility of attracting targeted funds, on the one hand, and to organize the control of their use, on the 

other. An important tool for strategic planning and accounting of socially-oriented activities is its 

budgeting, the practical implementation of which requires development and clarification.   

 

2. Problem Statement 

The nature of an NGO's activities is determined by its Charter. NPOs may also be in related 

business activities in addition to non-commercial socially oriented activities. The allocation of resources 

for these activities is targeted. When funds are received for the statutory purposes of non-commercial 

activities, they are distributed to projects and programs in a targeted manner by the decision of the 

Supreme governing body of the non-profit organization. Entrepreneurial activity can be divided into a 

separate project. 

Allocation of socially-oriented non-profit organizations as an object of economic activity has 

determined the need to address issues on the organization and methodology of budgeting of socially-

oriented activities as an important tool for assessing its effectiveness. 

To assess the role of socially-oriented non-profit organizations, which are responsible for 

education, medicine, science, culture, religion, to ensure sustainable economic development, it is 

necessary to measure social efficiency, involving a comparison of social and economic results and 

expenses.   

 

3. Research Questions 

The use of budgeting as a tool for planning and managing the activities of a non-profit 

organization aimed at sustainable development. 

Consideration of budgeting as a subsystem of management accounting, ensuring the effectiveness 

of the socially-oriented organization through the planning, control and analysis of costs and results of the 

responsibility centers. 
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4. Purpose of the Study 

Development of the project-target budgeting and management of socially-oriented non-profit 

organizations which is the most effective in the face of uncertainty and instability of environmental 

factors, as the project-target method involves the management of the results, its application allows you to 

quickly adjust the goals and objectives.  

 

5. Research Methods 

Historical analysis shows that the necessity for the implementation of social functions existed 

throughout all stages of society development. The evolution of scientific views to the solution of socially-

oriented problems is presented in Figure 01. 

 

 

Figure 01.  Evolution of views on the role of socially-oriented functions in the economy  

Emergence 

The theories of collective action (K. Marx): reflect the actions of 
individuals in small subsystems, which include non-profit 

organizations as a kind of social movements (Mid. XIX century.) 

The theories of collective behavior (G. Le Bon): emphasizes 
spontaneity, spontaneity of social movements and their organizational 
structures (End of XIX century.) 

The theories of relative deprivation (N. Smelzer): consider the 
emergence of social movements as a protest-oriented response of 
disunited individuals to the growing dissatisfaction with their 
needs (The second half of XX century.) 

The theories of resource mobilization (J. McCarthy): focus on the 
resources and mobilization capabilities of the collective as decisive 
factors in the emergence of social movements (The second half of XX 
century.) 
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The theory of public goods B. Weisbord: 
NPOs cover the unsatisfied state demand for public goods of those 
interested persons who are not satisfied with their characteristics, 
because they are focused on the average individual (Deut. floor. XX 
century.) 

The theory of trust (G. Hansmann): NPOs exist because 
consumers do not trust commercial companies because of their 
focus on making a profit (The second half of XX century.) 

The theory of the control of the stakeholders (A. Ben-Ner, etc.): 
NPOs under strict control of stakeholders responsibly fulfill its 
social objectives and achieves the best for everybody (the second 
half of XX century.) 
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The Ladder of civic participation (A. Sherry): NPOs are moving from a state 
of de facto non-participation in socially significant cases due to their political 
powerlessness. But as a part of the formal approval of the authorities to the 
state of civil power, with the availability of certain resources, a non-profit 
organization becomes, in fact, a part of the political sphere of society (the 
second half of XX century.) 

T
he

 p
re

do
m

in
an

t a
pp

ro
ac

h 
to

 th
e 

st
ud

y 
of

 N
PO

s:
 

Po
lit

ol
og

ic
al

 



https://doi.org/10.15405/epsbs.2019.12.05.6 
Corresponding Author: S. E. Demidova 
Selection and peer-review under responsibility of the Organizing Committee of the conference 
eISSN: 2357-1330 
 

 43 

The figure shows that to solve the problems of harmonization of economic goals of market entities 

and social goals of society, it needs to create non-profit forms of management, the presence of which 

ultimately determines the level of the economy development as a system. In countries with developed 

market economies the share of income of nonprofit organizations is approximately 5% of GDP. 

Characteristics of such organizations in Russia are presented in Table 01.  

 
Table 01.  Characteristics of non-profit organizations in Russia for 01.01.2017 
Indicators Quantity 
1. Amount 91285 
Among them: 
§ Charity funds 
§ branches and representative offices of foreign non-profit non-

governmental organizations 

 
7952 

 
1352 

2. Average amount of employees, thousands of people 85.4 
3. Income, billion rubles 831 
4. Total gross domestic product, billion rubles 86044 

Based on: URL: https: //www/ gks.ru›free_doc/doc_2017/rusfig/rus17.pdf (date of the application: 
04.12.2018) 
 

Based on the table, it is obvious that the share of income of NPOs in Russia's GDP is less than 1%. 

An important tool for attracting targeted funds to the activities of NPOs and monitoring their use is 

budgeting (Klychova & Hayrullin, 2016).  

The principles of budgeting laid down in the office accounting, which was invented in the Western 

Europe in the middle ages. There was used the concept of estimates, which later became known as the 

budget. 

The classical approach to management uses the program-target concept focused on achievement of 

the predicted results according to the realized strategy of the corresponding administrative policy 

(Yegorova & Budasova, 2017). 

The program-target approach to budgeting and management involves the creation of a "tree of 

goals" (Arogyaswamy, 2017), that is, a clear and understandable formulation of the goals and objectives 

of budgeting, the development of activities aimed at achieving them, determining the size and structure of 

the necessary resources, as well as the sources of their income.  This approach to budgeting implies short-

term forecasts. It is impossible to apply it in the conditions of dynamically expanding innovations, it is 

difficult to correct in cases of changes of external and internal environment factors. The method of 

program-target budgeting and management is effective only for solving sufficiently studied management 

problems. 

Program-target and project-target approaches have common key elements. They are both results-

oriented. However, the project is aimed at achieving a specific single result, and the program combines 

the results of individual projects to achieve a common goal. Program management projects are 

coordinated to receive immediate benefits and the degree of control impossible when managing them 

individually (Shatsky, Volkov, Hramushina, & Folosyan, 2018). 

The first practical implementation of program budgeting was undertaken in the mid-twentieth 

century in the United States in connection with the reform of budget planning called "planning-
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programming-budgeting". In Russia, interest in the practical application of program budgeting emerged 

after the publication of the UN recommendations on program budgeting and results-based budgeting. 

The results-based budgeting model is based on the method of preparation and execution of the 

budget, when planning, execution and control of budget expenditures are carried out in direct connection 

with the specified and achieved results (Villaluenga, 2016; Yendovitskiy, 2007).  Analysis of the theory 

and practice of management shows that in modern conditions, results-based budgeting is one of the 

infrastructure institutional concepts of management, representing an alternative to the estimated 

budgeting. 

This model was developed for business entities, but it is also applicable for socially-oriented non-

profit organizations. It uses, the principle of centralization, according to which earmarked funds are spent, 

and the principle of decentralization, according to which the objectives are achieved. An important 

feature of the application of the results-based budgeting model in socially-oriented non-profit 

organizations is the lack of a marketing component associated with the regulation of the market situation 

(Kuhnen & Hahn, 2018; Nicholls, 2010).  

The development of budgeting methods in socially-oriented non-profit organizations has a number 

of features arising from the specifics of the activities of these organizations, the results of which can be 

identified using the Maslow pyramid (Figure 02). 

 

 
Figure 02.  Results of socially-oriented NPO’s activity 

   

6. Findings 

The most significant features of NPO budgeting include the following: 

 

§ the problem of allocation of the calculation unit. This is due to the fact that the main activity of 

socially-oriented non-profit organizations is associated with the solution of social problems 
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aimed at the development of society. It is from here that the features of their products (for 

example, worship for religious organizations); 

§ a high level of uncertainty of the budget revenues, which is formed by revenues from the main 

and related activities. Income from core activities is determined solely by the amount of 

earmarked income. Therefore, an important tool for budgeting in socially-oriented NPOs is the 

development of annual mobile budgets; 

§ the social orientation of non-profit organizations determines the increased responsibility for the 

results of activities, which is explained by the increased interest and control of the company; 

§ the concept of performance. The activities of a socially-oriented non-profit organization should 

be evaluated. To evaluate this activity, it is necessary to identify the result by means of special 

reporting indicators (qualitative and quantitative). The result of the activity of a socially-

oriented non-profit organization is determined through the solution of a certain social problem 

(improvement of the quality of life, growth of health indicators, growth of socio-demographic 

potential, stimulation of self-realization and self-employment, etc.) and is identified through 

special reporting indicators (qualitative and quantitative) through behavior, well-being, level of 

security, life of the target group, etc. 

 

Evaluation of the quality of the results of the activities of socially-oriented non-profit 

organizations has a two-way character: on the one hand, the efforts of the organization itself, and on the 

other, it is the target group. In this case, the effect is determined by the amount of target funds in the 

subsequent reporting periods of time and the attitude to socially-oriented NPOs of the company. 

Also, the organization of the budgeting system the same approaches as for commercial enterprises 

can be used in socially-oriented non-profit organizations: 

 

§ consistent allocation of responsibility centers; 

§  the development of the system of interlocking budgets; 

§ analysis of deviations to identify the causes of these deviations and personal responsibility of 

managers for specific targets. 

 

As a rule, the budget of a socially-oriented NPO is developed jointly by the head of the 

organization and the heads of responsibility centers. The budget process can be divided into the steps 

shown in Figure 03. 
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Figure 03.  The main levels of the budget process of socially-oriented NPO 
 

The budget of the project/program is a distribution of funds provided to any Fund by the donor or 

other organization by object of expenditure related to the implementation of the main objectives of the 

program/project. Its content is determined by the financing agreement, of which it (the budget) is an 

integral part. The project/program budget is drawn up for the duration of the funding agreement. 

The use of mobile annual budgets is typical for NPOs. The peculiarity of such budgets is that the 

budgeting step is a month. This means that the budget data apply to the period following the current one, 

after one month, a new month is added to the budget, and this procedure is carried out throughout the 

year. 

1 Level 
Developing of the 
budgeting concept 

Making goals and objectives of 
budgeting; Description of the system 

of indicators and methods of formation 
of operational and final budgets; Study 
of the structure of the organization and 

the allocation of its structural units, 
which are the centers of financial 

responsibility; 

2 Level Making a budget 

Calculation of the projects cost; 
Comparison of planned and actual cost 
of projects; Determination of analytical 

sections of accounting and 
management accounting necessary for 
effective control over the execution of 

budgets; Formation of management 
reports necessary for the evaluation of 

budget execution; 

3 Level 
Budget approving Clarification of the reality of budget 

indicators. Analysis of optimistic and 
pessimistic development options. 

4 Level 
 

Budget correcting 
Amendments to the original budget, 

taking into account the comments and 
requirements considered at the budget 

negotiation stage. 

5 Level 
Budget 

endorsement 
The procedure for adoption of the 

budget at the level of the head of the 
organization. 

6 Level 
Budget realization The procedure for adoption of the 

budget at the level of the head of the 
organization. 

7 Level 
Control of 
realization 

Analysis of deviations of the actual 
results of economic activity from the 

planned, management decisions based 
on the analysis of deviations. 
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The consolidated budget combines the funds of all projects/programs received in any form that 

does not contradict the laws of the Russian Federation during the financial year (from January 1 to 

December 31), and shows their distribution by expenditure items. In accordance with the requirements of 

the legislation, the annual budget of the organization is approved at the meeting of the governing body of 

the NPO.  

The annual budget can be supplemented by quarterly and semi-annual budgets. If the financial 

year of the donor does not coincide with the financial year of the NGO, the project/program budget can be 

reflected in more than one annual period. 

Monthly income and expenditure forecasts for the following month are prepared by the accountant 

on the basis of data on planned expenditures for the coming month in accordance with the proposed 

activities for various projects, programs and administrative and managerial activities of the organization. 

The financial procedures should provide for a time frame for staff requests to be made in order for the 

monthly forecast to be made in a timely manner. It is also necessary to specify the types of budgets that 

are drawn up in the organization, and the degree of detail of each of them. 

The organization can provide for the creation of budgets for different components: the budget of 

labor costs, the budget of materials, the budget of individual activities, if such detail is necessary for the 

purposes of financial management. These budgets will be consolidated, and should consolidate similar 

groups of expenditures on the budgets of individual projects included in the annual budget of the 

organization. If the number of projects is small, it is possible to limit the direct inclusion of project and 

program budgets in the annual financial plan.   

 
7. Conclusion 

The expansion of the practice of social order (growth of targeted financing) of socially-oriented 

NPOs in the digital economy is inextricably linked with the development of their accounting, analytical 

and control systems and involves the use of such strategic tools as budgeting. 

The process of budgeting in socially-oriented NPOs has a number of features, is targeted and is 

aimed at the allocation of resources necessary for the statutory and related activities.  

The analysis of budget execution allows to solve one of the most difficult and important problems 

of activity, socially-oriented NPOs – the problem of efficiency evaluation, because there is a possibility to 

estimate the amount of financing and the value of social benefits. At the same time, it should be noted that 

due to the weak influence of market factors on the activities of socially-oriented NPOs, quantitative 

indicators of the budget may be little related to the quality of services. Therefore, despite the important 

role of budgeting in the management of socially-oriented NPOs, it is necessary to develop practical 

methods, on the one hand, to assess the quality criteria for the effectiveness of non-profit projects, and, on 

the other hand, to assess the quality criteria for the effectiveness of organizations themselves applying for 

subsidies and other support for their activities. 
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