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The purpose of the article is to generalize the essential content of the concept of "financial condition ofenterprise" in terms of its constituent components;
analyze the main indicators of the financial condition of small enterprises of Ukraine, determine the major tendencies during 2017-2020; substantiate the im-
portance of analyzing their financial condition; draw attention to the relevant problems of small business in modern conditions. The article analyzes the current
financial condition of small enterprises of Ukraine for the period 2017-2020. Analyzing, systematizing and summarizing the scientific works of scholars, the
approaches to defining the concept of "financial condition" of the enterprise were considered. As a result of the research, the financial condition of small en-
terprises of Ukraine was analyzed and assessed; the main problems of their activity are highlighted. It is substantiated that the validity of managerial decisions
directly depends on the objectivity and timeliness of information about the financial condition of the enterprise. The effective operation of enterprises requires
constant control over the receipt and use of financial resources, strict adherence to the disciplineof financial settlements, formation of the optimal ratio between
own and borrowed funds, ensuring financial sustainability and solvency.A thorough and timely carried out analysis of the financial condition of the enterprise
allowsto see the objective state of its activities, identify problematic aspects, respond to challenges in a timely manner, anticipate and minimize business risks
and make the right managerial decisions.
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Acioecbka I. @., Jloek A. 1. ®inaHcosuli cmaH manux nidnpuemcme 8 YKpaiHi: npobnemu, meHdeHyii, nepcnekmueu
Memoto cmammi € y302a/bHeHHS CYMHICHO20 HAMOBHEHHS MOHAMMA «giHaHcoguli cmaH nidnpuemcmeay 8 po3pisi cknadosux, wo to2o opmyroms, npo-
8e0eHHs aHAI3y OCHOBHUX MOKA3HUKIB (iHAHC08020 CMAHy ManauX MidNpuemMcme YKpaiHu; 8U3HAYeHHS OCHOBHUX meHOeruili ynpodosx 2017-2020 pp.;
06r'pyHMY8aHHA 8aXIUBOCMI aHANI3Y iX (iHAHCOB020 CMaHY; MpUBEPMAHHA y8azu 0o akmyanbHux npobaem mano2o bisHecy e cy4acHux ymosax. Y cmammi
MPOaHani308aHo cy4acHull hiHarcosuli cmar manux nionpuemcme Yxpaiu 3a nepiod 2017-2020 pp. Mpu aHanisi, cucmemamu3sayii i y302aneHeHHi HayKosux
npayb y4eHux 6yno po3ensaHymo nioxodu 0o 8USHAYEHHA NOHAMMA «giHaHcosuld cmaH» nidnpuemcmaa. Y peyabmami 00cnioHeHs NPOaHANi308aHO Ma Ha-
OaHO OYiHKY thiHaHC08020 CMaHy Manux nidnpuemcme YkpaiHu; eudineHo ocHosHi npobaemu ix disnbHocmi. O6rpyHMoBaHo, wo 8id 06’ekmusHocmi ma ceo-
eyacHocmi iHghopmauyii npo giHarHcosuli cmaH nidnpuemcmea be3nocepedHbo 3a1ex#UMb 06rpPyHMOBAHICMb YrPABMIHCLKUX pilueHs. EpekmusHa disnbHicmb
nionpuemcms nompebye nocmiliHo20 KOHMPOAo HAOX0OMHEHHA MA BUKOPUCMAHHA QIHAHCOBUX PeCypCie, YimKo20 A0OMPUMAHHSA PO3PAXYHKOBOT OUCUUNAIHUY,
(hopMy8aHHA OMMUMALHOR0 CMiIBBIOHOWEHHS MiX 81ACHUMU MQ MO3UKOBUMU KOWMAaMU, 3a6e3neveHHs (iHaHcogoi cmilikocmi ma naamocnpomoxcHocmi.
TbyHmosHuil i guacko 3diticHeHull aHani3 PiHaHCO8020 cmakHy nidApuemcmea dae MoxwIugicms 6ayumu 06’ekmugHuli cmaH (020 digbHOCMI, BUABAAMU [PO-
baemMHi acnekmu, 84aCHO peazysamu Ha BUKAUKU, Nepedbavyamu ma MiHiMi3ysamu nionpuemMHUYbKi pUsuKu ma nputimamu npasusibHi ynpasaiHCeKi piuieHHs.
Kntovoei cnosa: giHaHcosuli cmak, mane nidnpuemcmso, maliHo midnpuemcmea, dxepena hopmysaHHa maliHa, MAAMOCIPOMOXHICMS, giHaHcosa cmil-
Kicmb.
Puc.: 4. Taba.: 2. biba.: 8.
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inancial position is a key feature of entrepreneur- It should be noted that timely and accurate informa-
ial activity, and its timely and correct assessmentis  tion about the financial position of companies is the key
the key to success in business. The financial condi-  to making effective financial decisions aimed at reducing
tion of an enterprise depends on the results of its produc-  the cost of financial resources and increasing profits and
tion and commercial, financial, and economic activities. market value of the enterprise. Business owners, investors,
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banking institutions, business partners, professional play-
ers of the securities market, tax officials, insurance compa-
nies, and other business participants are the main users of
information about the company’s financial position.

The article is aimed at generalize the essential con-
tent of the “financial position of an enterprise” concept in
terms of its constituent components; analyzing the main
indicators of the financial position of small enterprises in
Ukraine, determining the main trends during 2017-2020;
substantiating the importance of analyzing their financial
position, drawing attention to current problems of small
business in modern conditions.

odern research papers in Economics show no

consensus on interpreting the “financial posi-

tion of an enterprise” concept, its characteris-
tics, elements and types. Many scientists tend to distin-
guish between the “economic position of an enterprise’,
“financial position of an enterprise’, and “financial and
economic position”.

Financial reference dictionary, edited by M. Ya. De-
myanenko, contains the following definition of the “fi-
nancial condition” term: “it is a complex concept that re-
flects the quality of its production and financial activities
and is the result of implementing all the elements of the
external and internal financial relations of an enterprise.
It is characterized by a system of indicators reflecting
the state of capital in the process of its circulation, the
company’s capacity to pay off its obligations and ensure
effective financing of its production activities at a certain
point in time” [1].

The “Finance of Enterprises” textbook edited by
A. M. Poddierogin states the following: “financial position
of an enterprise is a complex concept that is the result of
interaction among all elements of the financial relations
at an enterprise, determined by a set of production and
economic factors and characterized by a system of mod-
els, methods and indicators that reflect the availability,
allocation and use of financial resources” [5, p. 310].

N. L. Prykhodko gives the following definition: “fi-
nancial position of an enterprise is an economic category
that determines the real (at a fixed time) and potential
financial capacity of an enterprise to provide a certain
level of funding for current activities, self-development
and repayment of liabilities to other enterprises and the
state” [3, p. 190].

It should be noted that the financial position of an
enterprise is characterized by the size, composition and
structure of its assets and liabilities, the appropriate ra-
tios of which determine its financial stability, liquidity,
and solvency.

Many Ukrainian scientists, such as M. D. Bilyk,
L. D. Buryak, M. Ya. Demyanenko, N. Yu. Zakharova,
A. M. Poddierogin, N. I. Prykhodko, O. F. Tomchuk,
S. V. Sharova, O. O. Yatsukh, and others have devoted
their research to the importance of analyzing the finan-
cial position of enterprises.
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S. V. Sharova and O. S. Cherkasova note that “eco-
nomic instability, crisis, political uncertainty, and insta-
bility of the legal framework determine the need for each
business entity to develop the most effective solutions to
improve its efficiency” [6, p. 146].

L. E Yasinovska substantiates that “the validity of
management decisions directly affects the objectivity and
timeliness of information about the financial position of
an enterprise” [7, p. 188]. It is important for a company
to form an optimal structure of assets and capital, which
will ensure the appropriate level of its financial stability,
solvency, and compliance with calculation accuracy.

Property status is among the most important cha-
racteristics of the main activity of an enterprise. This
aspect of economic activity is influenced by many fac-
tors, one of which is determined by the ratio between
non-current and current assets of the enterprise. There
is no unambiguous definition in the economic literature
of what this coefficient should be, as it significantly de-
pends on the type of economic activity of the enterprise,
the state of the market in the country as a whole and the
market of specific products, and some other factors.

en studying the composition of property, it is

necessary to analyze the composition of bal-

ance sheet items. If the share of non-current

assets in their total structure exceeds 50%, the company
has a heavy asset structure, if it is less than 50%, then the
asset structure is light (or mobile). The increase in the
share of long-term financial investments in the structure of
non-current assets indicates the immobilization of funds
received from operational activity. The growing share of
intangible assets in the structure of non-current assets in-
dicates the innovative activity of the enterprise, as funds
are invested in patents, licenses, and intellectual property.

Financial statements makes up the basis of informa-
tion support provided to analyze the financial position of
an enterprise. For this purpose, a condensed comparative
analytical balance sheet is often used, which is formed
by aggregating some homogeneous elements of balance
sheet items. The compacted balance can be supplement-
ed by structure indicators. We agree with the opinion of
O. E. Tomchuk that “analytical capabilities of the balance
sheet make it possible to analyze the composition and
structure of the assets, liabilities, and liquidity of an en-
terprise, its solvency and financial stability” [4, p. 159].

The comparative analytical balance sheet collects
and classifies calculations performed by an analyst when
studying the balance sheet. Indicators characterizing the
statics and dynamics of the financial position are covered
by the comparative analytical balance scheme.

The dynamics of the value of non-current and cur-
rent assets of small enterprises in Ukraine during 2017~
2020 is shown in Fig. I and Fig. 2.

The total assets of small enterprises consist of non-
current and current assets, and the share of non-current
assets remained at 33.2% — 33.6% during 2017-2019, and
in 2020 it decreased to 32.5%.
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Fig. 1. Non-current assets of small enterprises in Ukraine, UAH million

Source: compiled by the authors according to [2].
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Fig. 2. Current assets of small enterprises in Ukraine, UAH million

Source: compiled by the authors according to [2].

During the analyzed period, fixed assets and intan-
gible assets occupy the largest share among non-current
assets, while a significant share among current assets be-
longs to receivables.

The share of current assets in the total assets of
small enterprises during 2017-2019 stayed at the level of
66.4—66.8% and increased slightly in 2020 (to 67.5%). The
largest share in the total value of property is accounted
for by receivables, making up 41.3-42.6%.

To analyze the sources of property formation, first
of all, it is necessary to analyze changes in their composi-
tion and structure in the dynamics (TbL. I).
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The equity of enterprises tends to grow. Thus, in
2020, compared to 2017, it grew more than twice.
In 2020, compared to 2017, long-term liabilities of
small enterprises decreased by UAH 52,314.2 million, or
9%. This indicates the fact that enterprises became less like-
ly to attract long-term bank loans or investment resources
to increase their assets to expand their core business. Cur-
rent liabilities of enterprises increased significantly, namely
by UAH 726,199.2 million, which is alarming and indicates
an increase in the level of their financial dependence.

The dynamics of changes in equity of domestic
small enterprises is visualized in Fig. 3.
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for 2017-2020

Table 1

Analysis of the composition and structure of the property formation sources for small enterprises in Ukraine

Absolute values, UAH million Structure, %
Sources of property
2017 2018 2019 2020 2017 2018 2019 2020
1. Equity 278877.3 416472.3 627085.5 649171.5 10.2 134 19.3 17.2
2. Long-term liabilities 5571524 602851.8 457617.8 504838.2 204 19.4 14.0 134
3. Current liabilities 1892107.3 | 2084 277.3 | 21693554 | 2618306.5 69.3 67.1 66.6 69.3
4 Liabilities related 25753 3057.8 3406.3 32295 0.1 0.1 0.1 0.1
to non-current assets
Balance 2730712.3 | 3106659.1 | 3257465.0 | 3775545.7
Source: compiled by the authors according to [2].
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Fig. 3. Equity of small enterprises in Ukraine in 2017-2020, UAH million

Source: compiled by the authors according to [2].

An entity is considered profitable if the cost of pro-
duction is covered by sales revenue that provides suffi-
cient income for its normal operation.

The main tasks of profitability analysis are: to as-

sess the effectiveness of the enterprise at a fixed

moment; to detect the changes in profitability
for a certain analyzed period; to determine profitability
growth reserves. The main sources of information to ana-
lyze profitability are the Balance Sheet (f. No. 1) and the
Report on financial results (f. No. 2).

Profitability of assets (property) indicates the
amount of profit that the company receives from each
hryvnia invested in its assets. This indicator is calculated
as the ratio of net income to the average annual value of
assets. The return on assets of small enterprises is shown
in Fig. 4.

Profitability of the assets of small enterprises in
Ukraine during 2017-2020 is given in Thl. 2.

The level of profitability provided by the operation-
al activity of small enterprises in Ukraine increased dur-
ing 2017-2020, but in 2020 it decreased to 3.9%. The level
of profitability provided by all activities was the highest
in 2019, amounting to 7%. In 2020, small businesses were
generally unprofitable.

98

and services cannot operate successfully in the mar-
ket without ensuring the economic stability of their
business. The modern market is constantly changing. The
speed of change is so significant that its use becomes a
significant advantage of competing firms. Under these
conditions, companies seeking to strengthen their com-
petitive position should focus on new approaches, princi-
ples and methods of organizing and conducting business
processes based on improving the internal management
system of sustainable operation of a business entity. An
urgent problem in the development of most Ukrainian
enterprises at the present stage is the necessity to look
for alternative ways to improve their financial position.
After all, the financial position of an enterprise is
the basis of its solvency and creditworthiness. The fi-
nancial position of a business entity is characterized by a
set of indicators that reflect its property status, financial
resources, liquidity, solvency, financial stability, business
activity, and profitability. The most common methods
used in financial analysis include: horizontal and verti-
cal analysis, coefficient analysis, comparison methods,
factor method, statistical methods, and balance method.
It should be noted that the financial position should be

In a market economy, independent producers of goods
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Fig. 4. Profitability of the assets of small enterprises in Ukraine in 2017-2020

Source: compiled by the authors according to [2].

Table 2
Profitability of the assets of small enterprises in Ukraine in 2017-2020, %
Year
Indicator

2017 2018 2019 2020
Th.? Ife\./el of proﬁtab.|I|ty (loss) provided by the operational 6.5 83 107 39
activities of enterprises
The level Qf profitability (loss) provided by all the activities 0 27 70 18
of enterprises

Source: compiled by the authors according to [2].

analyzed from time to time to monitor its change in dy-
namics.

he availability, use and improvement of the eco-
nomic potential of an enterprise influences signif-
icantly the efficiency of resource use and increas-
es the level of economic stability of an enterprise in mod-
ern economic conditions. Among the characteristics of
unstable functioning experienced by modern enterprises
are quantitative, qualitative, and structural imperfections
of the economic potential of business entities caused by
a significant loss of resources while carrying out the re-
forms and a difficult financial situation of enterprises..
Animportant way to improve the financial position
of domestic small businesses is to optimize the ratio of
equity and debt capital, which will reduce financial risk
and ensure maximum return on equity.
An entity may reduce its financial liabilities by:
+ reducing the amount of fixed costs (including the
cost of maintaining management staff);
+ decreasing the level of conditionally variable
costs;
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+ expanding accounts payable for transactions
with goods;

+ deferring dividends and interest.

The amount of cash assets can be increased by:

refinancing receivables;

accelerating the turnover of receivables;

optimizing inventories (by setting inventory

standards through technical and economic cal-

culations);

+ reducing insurance, guarantee, and seasonal
stocks for the period of the company’s financial
crisis.

+++

n modern conditions, not all small businesses con-
duct a thorough analysis of their financial position
on a regular basis. Sometimes management decisions
on the further development of an enterprise are made
without taking into account the results of such analysis
or relevant conclusions, without a clear understanding of
the impact such decisions will have on the financial per-
formance of the enterprise. According to O. O. Yatsukh
and N. Yu. Zakharova, “.. under the current economic
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conditions, the vast majority of small businesses do not
assess their financial position due to the absence of quali-
fied staff who have experience in financial and analytical
work and can reasonably conduct the choice of tools and
approaches to its implementation” [8, p. 179].

CONCLUSIONS

While examining the essence of the “financial po-
sition of the enterprise” concept and analyzing various
approaches to its definition, it should be noted that there
is no single definition, but all the definitions are similar
in nature and reflect the company’s financial resources,
efficiency, optimal ratio of equity and debt, level liquidity,
solvency and profitability, which fact ultimately deter-
mines the company’s capacity to finance its future activi-
ties, ensuring the appropriate level of competitiveness.
It is the financial position of a company that determines
the company’s position in the economic environment,
the extent to which its business relationships with com-
mercial banks, suppliers, and potential investors can be
effective and risk-free.

Summing up the results of the analysis of the prop-
erty belonging to small enterprises in Ukraine and the
sources of its formation during 2017-2020, it should be
noted that the value of their property increased during
the given period; the share of current assets in the to-
tal assets of enterprises in 2017-2019 was almost twice
as big as the share of non-current assets; receivables
made up the largest part of assets; the equity capital of
enterprises tended to increase, while long-term liabili-
ties decreased. The share of equity capital in the struc-
ture of liabilities amounted to 17.2% in 2020, which fact
indicates that domestic small enterprises are only 17.2%
funded from their own funds and, respectively, 82.8% are
funded from loan capital. Accordingly, the coefficient of
autonomy in 2020 was 0.172, which is much lower than
the optimal value. The gradual change in these indicators
shows that during the period in question ensuring the ap-
propriate level of financial stability was quite problematic
for small enterprises in Ukraine.

Active development of entrepreneurship and cre-
ation of new enterprises, whose activities are aimed at
achieving certain results are the trends accompanying
the formation of market relations in Ukraine. However,
low economic stability was, and still is, typical for them.
This is especially noticeable during the economic crisis.
Therefore, it is extremely important to study economic
processes at the enterprise level as the main driving force
of national economy. It is at this managerial level that
necessity arises to profoundly analyze all the opportu-
nities to achieve and maintain sustainable and effective
economic development that are available to every entre-
preneur. First of all, economic stability at all other levels
of production management depends on the solution of
these problems by enterprises. At the same time, a thor-
ough and timely analysis of the financial position of a
business entity can show the objective state of its activi-
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ties, identify problematic aspects, respond to challenges
in a timely manner, anticipate and minimize business
risks and make the right management decisions. |
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