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INTRODUCTION

Relevance of the research. The enterprise investment atteractiveness is one
of the most important characteristics of investment objects and instruments. The
study of the essential features of this economic category and the factors influencing
it can significantly affect the motivation in the management system of investment
processes, increasing or decreasing investment activity, investment objects choice.
Given the great practical significance of this economic category, it is very
important to formulate its unambiguous scientific content.

The ambiguity of the interpretation is due to the fact that its content can be
considered in different aspects: on the scale of the assessment - country, region,
enterprise or industry; in terms of the importance and impact on it of the investor.
Therefore, there is a need to investigate in more detail the content of investment
attractiveness, to determine the drivers of influence on this economic category, to
provide a qualitative definition of investment attractiveness.

In_ modern economics, there is a range of definitions for investment
attractiveness. Some authors define it as a concept, others consider it as an
economic category. Also, in the scientific literature there are a lot of factors
definitions that determine and influence the enterprise investment attractiveness,
but these factors also need to be supplemented and modified.

In modern economic conditions, the intensification of investment
processes is one of the priorities of ensuring sustainable development and
Improving their position in the market environment. Investment attractiveness
plays a key role, as it depends on the company's ability to meet the conditions of
potential investors.

Among the well-known authors® works that have made a significant
contribution to the coverage of the essence of investment attractiveness the
following scientists should be mentioned: Blank 1.0., Boyarko I.M., Nosova O.V.,
Pirog O.V., Strokovich G.V., Koyuda O.P., Ageenko A.A. and many other

Ukrainian and foreign scientists.



The purpose and tasks. Purpose of the research is to find out the nature of
the enterprise investment attractiveness, to investigate its types and analyze
existing methods of investment attractiveness determining.

As a result, the following tasks were set and resolved:

- to determine the economic content of the enterprise investment
attractiveness and to determine the factors influencing this economic category;

- to study the methods of assessing;

- to analyze methodological approaches to assessing the impact of the
enterprise investment attractiveness on its value;

- to analyze the indicators that form the enterprise investment attractiveness.

- assess the level of the enterprise investment attractiveness;

- to consider the current state and development prospects of the sphere of
LLC "LABS ZORAL" activity;

- substantiate the policy of increasing the enterprise investment attractiveness.

Object of the research is the process of the enterprise investment
attractiveness formation and diagnosis.

The subject of research is theoretical and methodological approaches to the
formation and estimation of an enterprise investment attractiveness.

LLC "LABS ZORAL" is an IT and trading company. The main activity of
the enterprise, according to the classification of economic activities, is code 62.02
Computer consultancy activities. The enterprise, according to the Unified state
register of enterprises and organizations of Ukraine, has the following code:
34692472. LLC "LABS ZORAL" was founded in 2006, at the address — 01103, 11
KIKVIDZE STR. Pecherskyi district, Kyiv.

The methods of the research are economic and statistical for the analysis of
indicators of enterprise activity, integral methods for measuring the influence of
factors on the final result, scientific analysis and synthesis. In the process of
creating the project such software packages as "MS Office"”, "Adobe Acrobat
Reader DC" were used.

Information support of the research legislative and other normative



documents regulating the Ukrainian enterprises activity, statistical materials,
reports of the enterprise, in particular financial statements: Form Nel and Form
Ne2. Processing of information material was carried out with the use of modern
information technologies.

Practical meaning. The practical significance ot the obtained results of the
study is aimed at increasing investment attractiveness of LLC “LABS ZORAL”.

Approbation. Publication of the results of the final qualifying work are
published on the topic “Investment attractiveness assessment approaches”.

Structure of the paper. The structure of the paper consists of an introduction
and three chapters. Chapter 2 is divoded into 3 sections. The final part of the work
contains conclusions and suggestions. Total amount of pages in the paper is 46

pages.



CHAPTER 1

THEORETICAL BASIS OF ENTERPRISE INVESTMENT
ATTRACTIVENESS

The degree of investment attractiveness of an enterprise is an indicator, the
readings of which allow potential investors to draw conclusions about the need and
feasibility of investing in this object. To date, the economic literature has not
developed a single approach to defining the essence of the concept of “investment
attractiveness™ and its relationship with the competitiveness of the enterprise and
its sustainable development. The analysis of sources and the conducted theoretical
research allowed to clarify the concept of "investment attractiveness™ as a complex
category.

Modern economic scientific works consider different definitions of
investment attractiveness. Here are some of them:

1) investment attractiveness - reliable and timely achievement of the
investor's goals on the basis of economic results of production activities in which
investments are made [1, p. 374]. Investment attractiveness is determined by a set
of various factors, the list and impact of which may differ and vary depending on
the composition of investors pursuing different goals, and on the production and
technical characteristics of the invested investment;

2) investment attractiveness is a set of objective and subjective conditions that
contribute to or hinder the process of investing in the national economy at the
macro, meso and macro levels [2, p. 158];

3) investment attractiveness - the position of the region at one time or another,
the trends of its development, which are reflected in investment activity [3, p. 53-
62];

4) investment attractiveness - compliance of the region with the main goals of
investors, which are profitability, risk-free and liquidity of investments [4];

5) investment attractiveness - the level of satisfaction of financial, production,
organizational and other requirements or interests of the investor in a particular

region [5];



6) investment attractiveness - is a system or combination of various objective
features, opportunities, which together determine the potential effective demand
for investment in a given country, region, industry [6];

7) investment attractiveness of regions - an integral characteristic of
individual regions of the country from the standpoint of investment climate, level
of investment infrastructure, opportunities to attract investment resources and other
factors that significantly affect the formation of investment returns and investment
risks, etc. [7, p. 344]. Factors influencing investment attractiveness include factors

of general action and factors of regional (territorial) action.

Table 1.1
Factors influencing investment attractiveness
Factors of general action Factors of territorial action
Socio-economic Political Sectoral structure of the region's economy
eneral development of olitical situation ) .
g . P P . development of commercial infrastructure
economic sectors in the country
development of the
financial and credit condition of road transport infrastructure
system
functioning of the stock regulator 2" af ) ¢
9 g 'y availability of financial resources
market framework in the
field of investment actions of local authorities in the field of
) . investment policy of the region
inflation rate : P _y 2 -
attractiveness of the regional market for foreign
investors

The efficiency of investment processes in modern business conditions is
closely related to the assessment of the current state and identification of the main
trends in the investment market. The process of studying the investment market
includes an assessment of the investment attractiveness of enterprises. The
investment attractiveness of an enterprise is closely related to the region in which
the enterprise is located. This is due to significant territorial differences, which, in
turn, are due to the differentiation of natural, economic and social conditions [8, p.
301].

In summary, it is necessary to identify the main ones that are most studied in




the scientific literature. Namely, all the factors that determine and influence the
investment attractiveness of the enterprise should be divided into two groups:
factors of direct influence (internal) and factors of indirect influence (external),

they should include the following (Fig. 1.1).

Investment attractiveness of the enterprise

Factors of direct influence Factors of indirect influence
. 4
1.Technical ] 6. Financial and 1. Natural and _
analytical geographical [ 4. Economic ]
.
2. Labor ] p =
p 7. Competitiveness [ 2. Ecological ] [ . Political ]
3. Organizational ] h
3 f 3. Legal ] [ 6. Legislative ]
4. Resource and

raw materials

A ] 8. Innovative ] [

G

9. Production ] [ 7. Social ]

5. Commercial ] 10. Consumer ]

Fig. 1.1 Factors that determine the level of investment attractiveness of

enterprises [9, p. 25].

Factors of direct influence (internal):

1) Assessing the investment attractiveness of the enterprise on the technical
factor, analyze the existing and necessary for its development fixed assets by their
composition, structure, including age, their capacity, productivity, level and time of
actual use, according to the production technologies used to world standards, level
of scientific and technical training, substantiate the conclusions about the
possibility of increasing the accumulation of the enterprise, which depends on the
use of fixed assets.

1) Assessing the investment attractiveness of the enterprise on the technical
factor, analyze the existing and necessary for its development fixed assets by their
composition, structure, including age, their capacity, productivity, level and time of
actual use, according to the production technologies used to world standards, level

of scientific and technical training, substantiate the conclusions about the



possibility of increasing the accumulation of the enterprise, which depends on the
use of fixed assets.

2) Assessment of investment attractiveness by labor factor involves the
analysis of qualifications, demographic composition of employees. In case of non-
compliance of the staff with progressive samples, the possibilities of its retraining,
financial and time costs necessary for the labor collective to achieve the
appropriate level of qualification parameters, and the forms of increase of human
capital by the enterprise are assessed. In addition, it is necessary to determine the
factors and reserves for productivity growth; principles of organization of
remuneration and forms of material incentives to increase its efficiency.

3) The influence of the organizational factor is considered through the
assessment of the effectiveness of the existing set of measures to combine living
labor with the material elements of production, the organization of labor in terms
of the use of its various forms; organization and management technologies. This
allows you to plan activities for the organization of production, taking into account
the possibility of attracting investment resources.

4) Considering the resource-raw material factor, assess the availability of the
necessary materials, in the right types and quantities, raw materials and
components, their market conditions, the conditions of logistics activities and
relations, their cost and proximity to the raw material base.

5) Taking into account the impact of commercial factors is based on the
analysis of potential market capacity and its subsequent changes in order to
forecast the scale of future activities of the enterprise - the object of investment, its
needs for investment resources, cost of economic activity and future profits.

6) Analysis of indicators of profitability, profitability, profitability, liquidity,
business activity, financial stability of the business entity, taking into account the
payback period of investments and their profitability is aimed at assessing financial
and analytical factors.

7) The factor of competitiveness is felt through the ability of the business

entity to adequately respond to changes in the external environment and to
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Implement an effective policy of winning or retaining a particular market segment.

8) Activities of business entities to create, develop, implement qualitatively
new types of equipment, objects of labor, intellectual property, technology, as well
as the introduction of better forms of labor organization and management of
economic activities aimed at increasing the profitability of the enterprise and
reduce payback period of the investment project, measured by the influence of
innovative factors.

9) The production aspect of the assessment involves the study of a set of
means and objects of labor in value and monetary assets necessary for the
economic activity of the enterprise, as well as the availability and effective use of
buildings, structures, machinery, equipment and other means to profit and increase
enterprise capacity .

10) Investigating the impact of consumer factors, establish the ability of the
business entity to create a quality product or service to meet the needs of the
population that meet modern quality criteria.

Factors of indirect influence (external) [10, p. 25]:

1) The impact of geographical factors is assessed through the parameters of
the location of the business entity, the level of employment and unemployment in
the region, the availability of potential labor force depending on its skills and
specialization, favorable geographical characteristics, land rent, proximity to
resource and recreational sources, working forces, communications, the ability to
dispose of by-products and waste disposal on site or self-removal.

2) Analyzing the economic activity of the enterprise in terms of its
compliance with existing regulations on ecology, environmental protection,
sanitation, calculating financial and other costs to reduce the negative impact on
the environment, if there are deviations from these standards, the investor
complements the study of investment attractiveness. the influence of
environmental factors.

3) Legal factors are considered through the current tax rates of economic

entities, the depreciation policy of the state, customs rules, the availability of tax
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benefits for investment projects, lending conditions, etc.

4) The set of factors influencing the monetary sphere, the banking system and
other components of the infrastructure of the economy, mechanisms of export-
Import operations, inflation, fluctuations in the national currency, the level of
resource security and investment potential, financial stability, availability of free
labor resources, appropriate professional qualifications and value is a system of
economic factors.

5) The stability of the political system, the presence or absence of conflicts
between political opponents, the frequency of change of government, the number
of political scandals, the degree of trust in government, etc. fills the model of
political factors in the model of factor assessment.

6) Legislative factors are characterized by the influence of the Constitution,
general and special branches of law that protect property rights and investors, and
provide for direct action and enforcement mechanisms, as well as the effectiveness
of the judiciary on the business entity.

7) Social factors are determined by the influence of society on the activities of
the enterprise, consumer preferences, social status and solvency of the population.

Let's explain the main approaches to assessing the investment attractiveness

of the enterprise in table 1.2.

Table 1.2
Approaches from the standpoint of different scientists
Author Definition
1 2
1.O. Blank "Investment attractiveness of the enterprise™ is an analysis of the investment

attractiveness of the enterprise on the basis of financial indicators such as:
financial stability, profitability, liquidity of assets and asset turnover.

I.M. Boyarko Enterprise investment attractiveness is considered as qualitative characteristic

of an enterprise investment potential realization.

0O.V. Nosova Considers investment attractiveness as an enterprise complex characteristic and

the region industrial potential in which enterprise operates.

0O.V. Pyroh To obtain relevant results proposes to compare an enterprise activity with

another one which is potential investment object too.

H.V. Strokovych Explains investment attractiveness from the system analysis standpoint (a set of

factors that affect the financial and economic condition of the enterprise) and
economic and mathematical methods (a set of indicators that express the
enterprise efficiency).
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Continuation of Table 1.2

1 2

O.P. Koiuda Determines investment attractiveness on the management and financial and

economic activity basis as well as from the point of view of opportunities for
attracting investments.

A.A. Ageenko Enterprise investment attractiveness depends on a lot of different factors such as

economics, organizations, social, legal and political prerequisites that determine
the investing feasibility in an enterprise.

Thus, investment attractiveness is a relative concept that reflects the opinion
of a certain group of investors about the ratio of risk, level of profitability and cost
of financial resources in a country, region or industry. On the other hand, it is a set
of some objective features, properties, means, capabilities of the economic system,
which determines the potential payment demand for investment [11, p. 8].

Having analyzed the economic literature following approaches can be
distinguished: traditional and complex. Traditional approach points out financial
conditions indicators as the main source of information. The most economists
identify the following for assessing the enterprise investment attractiveness:
liquidity, solvency, profitability, efficiency. Investments attractiveness depends on
all indicators, that characterize financial condition. Obtained result can give us an
answer to the question of investing feasibility in a particular company. But, relying
only on traditional approach we cannot make a strategic decision because we
should take into consideration the environment where the enterprise operates. In
this case we should look at complex approach.

Complex approach says that indicator system which should be used to
determine the investment attractiveness of economic entities should characterize all
types of the enterprise economic resources. Considered leading economists
researches has shown that the most of them pay attention to evaluating the
enterprise investment attractiveness from investor side rather than the enterprise
itself. An enterprise that strives to succeed in tough business competition must be
able to convince using not only economic factors. Establishing contact with the
investor the company should take into account all the special investor demands and

the image of the company.
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According to abovementioned, we could characterize each side interested in

the enterprise investment attractiveness.

Implements its own  production,
financial and economic analysis
methodology and determines the
enterprise  investment attractiveness

taking into account the strength and
weakness.

The enterprise

Defines the basic principles, motives,
an investor special and unique qualities
to convince the investor regarding
investing feasibility.

Fig. 1.2 The enterprise role characteristic

In order to attract external investment resources, the company must meet a

number of characteristics that reflect its internal and external activities.

Analyzes interesting enterprises for the
investor. Defines the main criteria for
the enterprise selection: preliminary
assessment, financial condition
assessment, development prospects
assessment, technological potential and
final choice of the enterprise.

The investor | —

Fig.1.3 The investor role characteristic

These characteristics are complex of external and internal factors which
describes the company conditions.
Internal factors that affect the enterprise investment attractiveness include:

enterprise financial resources availability and structure of their formation, the
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enterprise dependence level on external financing sources, liquid assets availability
and solvency level, logistical support state, productivity, products material
consumption, the enterprise profitability, the enterprise organizational structure,
developed financial and investment strategies, marketing strategies, the enterprise
assets structure, accounts payable and receivable availability, manpower
availability and the enterprise intellectual potential level, the ability to turn over
resources quickly.

External factors include: state tax policy, the enterprise foreign economic
relations, major inventory suppliers and buyers of products, the enterprise
geographical and branch subordination, the enterprise place in national and foreign
commodity markets, competitors availability and development, the enterprise
impact on the economy development of a country, region or industry, the
population scientific potential of the region in which the enterprise is located, the
industry foreign economic potential in which the enterprise operates.

Notwithstanding financial analysis describes the enterprise financial condition
it does not give us answer to the question if it is worth to invest in the chosen
enterprise. In this case another approach called integral assessment method
provides us an opportunity to compare financial indicators. This method includes
more than 30 indicators which should be calculated. Practically investment
attractiveness integral assessment method eliminates the subjectivity and provides
a fairly objective financial condition view. Considering this method, we could say
that it does not take into account the branch specification so that indicators should
be chosen depending on the enterprise, competitors as well as its branch. Looking
at calculations complexity a lot of analysts could prefer rate assessment method to
abovementioned, also ratings methods are quite common in the abroad. The abroad
company’s ratings are simple, clear and informative for potential investors. The
use of these methods is impractical given the lack of direct relationship between
the enterprise cost and its financial results in the domestic securities market.

Having the information about the enterprise we can determine the investment

attractiveness assessment model.
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1. Collecting data on enterprise financial and economic activities

A 4
2. Forming a database for enterprise investment attractiveness
assessment

\ 4

3. Distributing indicators by groups

\4
4. Normalize the obtained indicators

l

5. Determining weighting coefficients for each group of
investment attractiveness influencing factors

\ 4
6. Calculating the synthetic indicator for each group

A 4
7. Calculating the integral index of enterprise investment
attractiveness

Fig. 1.4 The investment attractiveness assessment model

Within the framework of Ukrainian legislation, there is a method of
integrated assessment of investment attractiveness of enterprises and organizations
developed and approved by the Order of the Agency for the Prevention of
Bankruptcy of Enterprises and Organizations for specialists involved in the
development of investment projects and activities aimed at improving the health of
enterprises. To determine the investment attractiveness of enterprises is the
reduction of individual indicators of the state of enterprises to a single - integrated.
The methodology adopts indicators that meet the requirements of the International

Memorandum IASC (International Accouting Standards Committee) [5, p. 3].
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With the help of the indicator of variational oscillation, the transition from

different indicators and units of measurement to the compared ones is carried out.

Ai= Iimax - Iimin (1-1)
where, | max — maximal indicator value, | min - minimal indicator value.

Ravg ' Imin (1-2)

I imax — I imin

Iavg = W *

where, w — indicator weight, Rayg IS equal:

hd Imax + Imin (1.3)
Ravg ~ T

Finally, we can assess integral indicator this way:

I; 1.4
Integral Indicator = ( 21 \- 1> * 100 A
Z Iavg
where, |; is equal:
I — Imin (1-5)

We calculate integral indicator of the enterprise investment attractiveness so
that we could make a conclusion less or greater the deviation from normal
(average) company state.

The main advantage of the integral approach that it unifies all the financial
indicator into. But at the same time requires more financial indicators to be
analyzed in order to obtain relevant valuation.

Integral indicators for assessing the investment attractiveness of the enterprise
include: an integrated indicator of property status, financial stability, profitability,

business activity, liquidity of assets, as well as market activity of the invested
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object. Partial indicators are selected for detailing and calculation of these
aggregate indicators. All indicators are calculated for the year.

The available approaches and methods of assessment differ and do not always
make it possible to compare the level of investment attractiveness of different
enterprises.

An integrated indicator, which accumulates the values of other indicators,
adjusted in accordance with their weight and other factors, makes it possible to
unambiguously determine the most investment-attractive company to implement
an investment project.

Predicting the success of an investment object is the subject of many modern
statistical studies. However, attempts to solve the problem with only a few
financial ratios are insufficient.

In the future, it is necessary to determine how the level of investment
attractiveness of the enterprise affects its financial security and whether there is a
direct relationship between these values. The investment attractiveness of the

enterprise is an integral factor in ensuring the financial security of the enterprise.
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CHAPTER 2
ESTIMATION OF LLC «LABS «ZORAL» INVESTMENT ACTIVITY

2.1. The current state and development prospects of the business

activity industry

To assess the development of the enterprise, it is recommended to use SWOT-
analysis. The main purpose of the SWOT-analysis is to obtain reliable data on the
company's capabilities and threats to its promotion in the market of goods and
services.

It is necessary to consider the factors of the internal and external environment
of the company LLC "LABS ZORAL" due to increasing competition in the
market, the company needs to make an effort to stay in the market.

Therefore, based on the above, it is necessary to compile a matrix of SWOT-
analysis of the company LLC "LABS ZORAL" to identify the strengths and
weaknesses of the company to eliminate the shortcomings and take advantage of

the advantages.

Table 2.1
SWOT-analysis of LABS ZORAL LLC
Strengths Weaknesses
1. Creative, entrepreneurial management. 1. Deficit of financial resources.
2. Well-studied market, customer needs. 2. Weak position in the competition.
3. Ability to realize the potential of competitive | 3. Low profitability and profitability.
staff skills. 4. Lack of a clear strategy.
4. The image of a reliable partner. 5. High level of losses.
5. High quality products. 6. Vulnerability of the enterprise to
6. Flexible pricing policy. competitive pressure.
7. Availability of support services. 7. Insufficient level of advertising organization
Opportunities Threats
1. Entering new markets. 1. The emergence of new competitors in the
2. Expanding the range profile to meet regional market.
consumer needs. 2. Increasing competitive pressure.
3. Obtaining additional financial resources. 3. Socio-political instability.
4. Partnership with new suppliers. 4. High inflation.
5. The possibility of attracting highly qualified | 5. Devaluation of the national currency.
personnel. 6. Growth in sales of substitute goods.
6. Introduction of new services 7. Changes in the tastes and needs of
consumers
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Extended SWOQOT-analysis allows us to point out the main measures and

identifies four starting points for creating strategies or for formulation of

development actions.

Table 2.2
Extended SWOT-analysis of LABS ZORAL LLC
Strengths Weaknesses
Activities Activities
Implementation of activities to Strengthen | Opportunities to enter new markets to develop a
§ competitive advantages, use the image of | long-term strategy. On the basis of signed
IS a "reliable" partner to attract new agreements with buyers to form a payment
§_ customers. Using agronomic support as calendar. Cooperate with suppliers on the basis
S the main competitive advantage. Using of pre-concluded agreements, due to which it is
creative management to expand markets possible to get a discount, ie reduce costs,
thereby ensuring an increase in profitability
Advanced training to increase the Minimization of possible risks and costs that
competitiveness of the enterprise. may arise due to the specifics of the enterprise.
Analysis of consumer needs to decide on | To strengthen their competitive position, it is
% the need to introduce new services. necessary to introduce a cumulative system of
E Optimization of supply volumes, which discounts or bonuses in order to positively differ
will allow not to freeze funds in stock in the market from competitors. Using
advertising to attract new customers and
improve the company's image

According to the results of the analysis, the priorities in the distribution of

available resources in accordance with the external capabilities and threats of the

enterprise are determined.

The main reasons that negatively affect the activities of the enterprise are

identified and alternative solutions aimed at their elimination and increasing the

competitiveness of the enterprise in the process of strategy formation are proposed.

Namely, the company needs to pay attention to strengthening its competitive

position, expanding markets, conducting effective advertising.

The use of SWOT-analysis by the enterprise will allow it to turn its

shortcomings into advantages, to react in time to changes in the external and

internal environment, to make the most of its opportunities.
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2.2. Indicators analysis of the enterprise investment attractiveness

formation

The analysis of indicators of volume and efficiency of use of assets allows us
to trace tendencies of activity of the enterprise. The data of the financial statements
of LABS ZORAL LLC form Nel “Balance Sheet” a