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APPLICATION OF INTERNAL FINANCIAL STATEMENTS IN
BUDGETARY USERMANAGEMENT IN CROATIA

ABSTRACT

The subject of this paper is to investigate the
level of use of the internal financial statements
of budgetary users in their management pro
cess. The main objective of this paper is to
determine the importance of internal financial
statements prepared according to the specific
requirements of managers in decision making
and budgetary user management. Another goal
of this paper is to assess the implications of
using a wide range of accounting information
on efficiency of budgetary users management,
rational spending of public resources, providing
quality public services and satisfaction of public
needs. As the result of application of the
modified accrual basis in government accoun
ting in Croatia, the current system provides a
limited range of information presented in
external financial statements.

Initial hypothesis of the paper is that the
internal financial statements in the Croatian
public sector are underdeveloped and insuffi
ciently used in decision making and budgetary
user management. By applying the survey
method, this paper aims at investigating the
current level of using external and internal
financial statements in decision making and
management of Croatian budgetary users. The
results obtained from the survey show that
managers of most budgetary users consider
that information presented in external financial
statements are generally sufficient for decision
making and successful management. Furt
hermore, the research results indicate that
public managers are only partially familiar

with the cost accounting and management
accounting instruments. The information
offered in the internal financial statements are
not exploited enough in the pricing of services,
performance measurement and the perfor
mance monitoring of service provision.
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2. PUBLIC MANAGER’S REQUIREMENT
FOR INFORMATION NECESSARY FOR
MANAGEMENT
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3. INTERNAL FINANCIAL REPORTING OF
THE BUDGETARY USERS
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4. ACHIEVED LEVEL OF THE APPLICATION
OF INTERNAL FINANCIAL STATEMENTS
IN BUDGETARY USERS MANAGEMENT
IN CROATIA

4.1. Overview of the previous
researches
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4.2. Research hypothesis

4.3. Research sample
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Budget
Number of

budgetary users

Total 165

Source: Empirical Research

4.4. Research results

Source: Empirical Research

Source: Empirical Research

Source: Empirical Research
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Source: Author’s calculations

hypothesis
H2 is rejected: the decision on the request for
internal financial statements on the costs
(expenses) and the application of cost accoun
ting and management accounting instruments
in the process of planning, accounting and cost
control are mutually independent. Hypothesis
H3 is accepted: the decisions made by
budgetary users are independent on the request
for internal financial statements on the costs
(expenses) in the process of pricing the services.

Source: Author’s calculations

hypothesis
H4 is accepted: the management of the
budgetary user is independent on information
about business results in the process of the
measurement of business results. Hypothesis H5
is also accepted: the budgetary user decisions
are independent on the request for internal
financial statements in the process of mea
suring the performance of services provided.
Hypothesis H6: the budgetary user decisions
are independent on the request for internal
financial statements in monitoring the perfor
mance of provided service is not accepted.

Source: Empirical Research
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Source: Empirical Research

Source: Empirical Research

Source: Empirical Research

5. CONCLUSION
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