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The institutional and social aspects of financial accounting have not been thoroughly explored by 

scientists, partly due to the challenge of harmonizing accounting practices across different countries. This 

makes it difficult to make international business decisions. Lithuania has been working towards 

standardization of accounting in the EU, but frequent legislative changes can cause stress for accountants and 

lower the quality of financial accounting information. In fact, a study by the Authority of Audit, Accounting, 

Property Valuation and Insolvency Management found that the quality of financial statements in Lithuania is 

generally low, with only 59% of good quality statements prepared by accounting service companies and 50% 

by chief accountants.1 

Financial accounting has been a challenge for scientists due to the need for harmonizing practices across 

countries. This has made it difficult for international businesses to make decisions. Lithuania has been working 

towards standardization, but frequent legislative changes have caused stress for accountants and lowered the 

quality of financial statements. A study found that the quality of financial statements in Lithuania is generally 

low. To stay competitive, business leaders need consistent, accurate data for real insight to improve 

performance. However, core financial processes consume the majority of the period end process, reducing the 

capability to add insight and value. To gain real insight, these core financial processes need to talk to each 

other and deliver ‘one version of the truth’. An integrated Financial Performance Management system can 

form the building blocks for modern business demands. The Financial Budgeting, Planning and Forecasting 

process can add the most value to an organization but is often under-developed due to high user participation 

and complexity. Despite this, organizations should tackle it as the rewards can provide a competitive 

advantage. Many organizations limit budgeting/planning to an annual budget supplemented by quarterly re-

forecasts, extending into a future as far as year-end. As the year-end approaches, the forward outlook reduces, 

and the following year's budget is only agreed in Period 3, meaning the company is running “blind” for at 

least a quarter of the year.2 

Financial accounting is a critical component of any business, as it provides a comprehensive view of the 

financial health of the organization. It is the process of recording, summarizing, and reporting financial 

transactions to external stakeholders, such as investors, creditors, and regulatory bodies. Financial accounting 

helps businesses evaluate their financial performance by providing information on revenue, expenses, profits, 

 
1 https://www.investopedia.com/terms/f/financialaccounting.asp 
2 https://hayne.co/a-guide-to-financial-budgeting-planning-forecasting/ 
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and other financial metrics. This information is used to assess the effectiveness of business strategies and 

make necessary adjustments. One of the primary benefits of financial accounting is that it provides a clear 

picture of a company's financial performance. By analyzing financial statements such as the income statement, 

balance sheet, and cash flow statement, businesses can determine their revenue, expenses, profits, and cash 

flow. This information is critical in evaluating the effectiveness of business strategies and making necessary 

adjustments. For example, if a company's revenue is declining, it may need to re-evaluate its marketing 

strategy or product offerings to increase sales. Financial accounting also helps businesses identify areas where 

they can reduce costs and improve profitability. By analyzing expenses, businesses can identify areas where 

they are overspending and take steps to reduce costs. For example, if a company's labor costs are high, it may 

need to consider outsourcing or automating certain tasks to reduce costs. Another benefit of financial 

accounting is that it helps businesses comply with regulatory requirements.  

The concept of financial risk is a complex and multifaceted one that has been the subject of much debate 

and discussion in the academic literature. While there is no universally accepted definition of financial risk, 

the problem begins with the general definition of risk itself. There are two main conceptions of risk that have 

been put forward in the literature: the negative conception, which sees risk as a potential threat of loss, and 

the neutral conception, which views risk as both a threat and an opportunity, with the potential to yield results 

that are different from what was expected. The definition of financial risk ultimately depends on the approach 

taken towards risk, and this can result in different actions being taken by managers. If managers take a negative 

approach to risk, their primary aim will be to minimize potential losses and avoid risky actions in order to 

stabilize the situation of the company. On the other hand, if managers adopt a neutral approach, they will not 

only seek to minimize losses but also try to take advantage of the risks they undertake in order to improve the 

situation of the company. Financial risk, like any type of risk, can be analyzed from either a negative or neutral 

perspective. From a negative perspective, financial risk is seen as a potential threat to the stability and success 

of a company, and managers will seek to minimize this risk in order to protect their organization. This may 

involve avoiding risky investments, diversifying their portfolio, or hedging against potential losses. From a 

neutral perspective, financial risk is viewed as an opportunity for growth and improvement. In this case, 

managers may actively seek out risky investments in order to capitalize on potential gains. They may also use 

financial risk management techniques such as derivatives or insurance to hedge against potential losses while 

still pursuing opportunities for growth. Ultimately, the definition of financial risk will depend on the specific 

context in which it is being analyzed. Factors such as industry trends, market conditions, and organizational 

goals will all play a role in determining how financial risk is perceived and managed. As such, it is important 

for managers to have a nuanced understanding of financial risk and to be able to adapt their strategies 

accordingly.3 

The concept of financial risk is a complex and multifaceted one that has been extensively debated and 

discussed in the academic literature. However, the definition of financial risk ultimately depends on the 

approach taken towards risk. There are two main conceptions of risk: the negative conception, which sees risk 

as a potential threat of loss, and the neutral conception, which views risk as both a threat and an opportunity. 

From a negative perspective, financial risk is seen as a potential threat to the stability and success of a 

company. In this case, managers will seek to minimize this risk in order to protect their organization. This 

may involve avoiding risky investments, diversifying their portfolio, or hedging against potential losses. From 

a neutral perspective, financial risk is viewed as an opportunity for growth and improvement. In this case, 

managers may actively seek out risky investments in order to capitalize on potential gains. Financial 

statements play a crucial role in decision making and improving the economy. They provide realistic and 

objective pictures of a company's business condition. Auditing financial statements ensures accuracy. 

However, different users must know how to interpret financial statements. Understanding the contents of 

financial statements provides various instruments and analysis procedures for understanding business. A well-

 
3 Joanna Błach, dr, Faculty of Finance and Insurance, Department of Finance, The Karol Adamiecki University of Economics in Katowice, ul. 

Bogucicka 14, 40-226 Katowice, Poland, e-mail: jblach@ae.katowice.pl.  
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established process of management based on financial statements and financial information is essential for 

quality business.4 

 

Conclusion, Financial accounting plays a crucial role in providing accurate financial information, helping 

businesses in budgeting and forecasting, facilitating compliance with regulations, evaluating performance, 

communicating with stakeholders, identifying financial risks, and providing a basis for decision-making. 

Understanding financial risk is important for managers to adapt their strategies accordingly, while financial 

statements must be accurately audited and interpreted by different users to understand business. A well-

established process of management based on financial statements and financial information is essential for 

quality business. 

Links and resources used in this Article  

1. https://www.investopedia.com/terms/f/financialaccounting.asp 

2. https://hayne.co/a-guide-to-financial-budgeting-planning-forecasting/ 

3. Joanna Błach, dr, Faculty of Finance and Insurance, Department of Finance, The Karol Adamiecki 

University of Economics in Katowice, ul. Bogucicka 14, 40-226 Katowice, Poland, e-mail: 

jblach@ae.katowice.pl. 

4. https://www.researchgate.net/publication/265228959_The_Role_of_Financial_Information_in_Decis

ion_Making_Process 

5. Akramovich N. A., Sarvar G., Yassim H. THE PLACE OF THE DIGITAL ECONOMY TODAY 

//Journal of Academic Research and Trends in Educational Sciences. – 2022. – Т. 1. – №. 12. – С. 95-

99. 

6. Abror Ro‘zimurod o‘g R. et al. IQTISODIYOTNI DAVLAT TOMONIDAN TARTIBGA SOLISH 

SIRLARI //O'ZBEKISTONDA FANLARARO INNOVATSIYALAR VA ILMIY TADQIQOTLAR 

JURNALI. – 2022. – Т. 2. – №. 14. – С. 299-304. 

7. Abror Ro‘zimurod o‘g R. et al. O ‘ZBEKISTONDA PUL-KREDIT TIZIMI VA UNI 

MODERNIZATSIYALASH YO ‘LLARI //O'ZBEKISTONDA FANLARARO 

INNOVATSIYALAR VA ILMIY TADQIQOTLAR JURNALI. – 2022. – Т. 2. – №. 13. – С. 251-

258. 

8. Abdusattarovich M. B. et al. RAQAMLI IQTISODIYOT SHAROITIDA IQTISODIY 

SAMARADORLIKNING OʻZIGA XOS XUSUSIYATLARI //International Journal of Contemporary 

Scientific and Technical Research. – 2022. – С. 117-119. 

9. Abror Ro‘zimurod o‘g R. et al. MAMLAKATIMIZNING XIZMATLAR SOHASIDA 

INNOVATSIYALARDAN FOYDALANISH //IQRO JURNALI. – 2023. – Т. 1. – №. 2. – С. 30-34. 

10. Rashidov A. PROFITABILITY AND RISKS OF FINANCIAL INVESTMENTS //MODERN 

SCIENTIFIC CHALLENGES AND TRENDS. – 2021. 

11. Abror Ro‘zimurod o‘g R. et al. O ‘ZBEKISTONING KICHIK BIZNES VA TADBIRKORLIKNI 

RIVOJLANTIRISHDA INNOVATSIYALARNING O ‘RNI //IQRO JURNALI. – 2023. – Т. 1. – №. 

2. – С. 166-176. 

12. Rashidov A., Ernafas o‘g‘li S. K. MAMLAKATIMIZDA ISHSIZLIK SABABLARINI O ‘RGANISH 

VA TAHLIL QILISH //IQRO JURNALI. – 2023. – Т. 1. – №. 2. – С. 284-288. 

13. Akramovich N. A. et al. RAQAMLI IQTISODIYOTNI O’ZBEKISTONDAGI O’RNI //Conferencea. 

– 2022. – С. 67-69. 

14. Xaydarov B. X., Saitov S. A. Raqamli iqtisodiyot tushunchasi, afzalliklari amaliy ahamiyati va xorijiy 

tajriba //Academic research in educational sciences. – 2022. – Т. 3. – №. 5. – С. 151-156. 

15. Норбеков Х., Туйчиева Н. Формирование конкурентных преимуществ компании 

//Современные инновационные исследования актуальные проблемы и развитие тенденции: 

решения и перспективы. – 2022. – Т. 1. – №. 1. – С. 589-592. 

16. Abdukarimov D. A. et al. 7 FREE BEST OPEN SOURCE DATABASE MANAGEMENT SYSTEMS 

//Spectrum Journal of Innovation, Reforms and Development. – 2022. – Т. 7. – С. 40-47. 

 
 

https://zienjournals.com/
https://www.investopedia.com/terms/f/financialaccounting.asp
https://hayne.co/a-guide-to-financial-budgeting-planning-forecasting/
mailto:jblach@ae.katowice.pl
https://www.researchgate.net/publication/265228959_The_Role_of_Financial_Information_in_Decision_Making_Process
https://www.researchgate.net/publication/265228959_The_Role_of_Financial_Information_in_Decision_Making_Process


Texas Journal of Multidisciplinary Studies                                                                                                 ISSN NO: 2770-0003 
https://zienjournals.com                                                                                                           Date of Publication: 06-06-2023 
______________________________________________________________________________________________________________________________________ 

________________________________________________________________________________________________________________________________ 
Peer Reviewed International Journal                                                                                                                                  [4] 
Volume 21 

17. Цой М. П., Худояров Р. Т. МАЛЫЙ И СРЕДНИЙ БИЗНЕС В УСЛОВИЯХ ГЛОБАЛИЗАЦИИ 

МИРОВОЙ ЭКОНОМИКИ //International Journal of Contemporary Scientific and Technical 

Research. – 2022. – С. 132-136. 

18. Abror Ro’zimurod o’g R. et al. JIZZAX VILOYATI IQTISODIY O’SISH KO'RSATKICHLARI 

YOKI JARAYONLARI //PEDAGOGS jurnali. – 2022. – Т. 5. – №. 1. – С. 20-22. 

19. Lukhmonovna A. N. et al. The Main Problems that Arise in the Development of the Digital Economy 

and Their Solutions //Eurasian Journal of History, Geography and Economics. – 2023. – Т. 20. – С. 

25-28. 

20. Abror Ro‘zimurod o‘g R. et al. INSON KAPITALINI TAKOMILLASHTIRISH HAMDA AHOLI 

TURMUSH DARAJASINI YAXSHILASH //INTERDISCIPLINE INNOVATION AND 

SCIENTIFIC RESEARCH CONFERENCE. – 2023. – Т. 1. – №. 9. – С. 9-11. 

https://zienjournals.com/

