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INTRODUCTION

Actuality of the theme. Nowadays every enterprise set stable development
and efficiency as a target to achieve. This is due to market requirements to increase
efficiency, implement successful management techniques and modern technologies
surrounded by continuous competitiveness conditions. Solution to those problems
is results of a comprehensive of effective ways of elimination of possible crisis
situations in the enterprise and increasing the value of the enterprise, which allow
making optimal management decisions for the further development of the
enterprise and enhancement its performance or profitability. This situation which
has arisen for today's period in domestic economy leads to active development of
the crisis phenomena both on macro- and at the micro level, having carried out the
activity analysis of business subjects, becomes obvious that many enterprises
works is unprofitable, the amount of bankruptcies increases. All these questions
demand from the enterprises to use those tools which will help to overcome the
crisis phenomena in the activity and increase the value of the enterprise.

The conceptual foundations of the essence and theory of increasing the value
of the enterprise are considered in the scientific works of domestic and foreign
economists V. Aranchiy, N. Brezitskaya, I. Kolos, I. Korolyova, G., Kramarenko,
O. Mendrul, O. Tereshchenko, G. Filina, Bagatska K. and others.

However, there are a number of theoretical and practical problems that
remain unresolved both at the level of enterprises in general and at the level of
individual branches. These should include the problem such as development the
system of the LLC «<KOTON STYLE" value growth.

The purpose and tasks. The purpose of the research is to substantiate
theoretical and methodological provisions for The policy of increasing the value of
the enterprise.

The following tasks were set and solved in the final qualifying paper in
order to achieve this goal:

— to identify theoretical aspects of investigation the financial crisis of an



enterprise;

— to analyze the dynamics and structure of assets and sources of their
formation of an enterprise;

—to conduct express diagnostics of crisis state of an enterprise;

—to analyze the enterprise financial state in the planned period;

—to give proposals of enterprise’s performance indicators improvement.

The object of the research is the process of enterprice’s value evaluation
and growth.

The subject of the research is theoretical aspects and methodological
approaches of development system of value growth.

Enterprise: LLC «kKOTON STYLE" - fast and high-quality production of
overalls, corporate and medical clothing according to individual design.

Methods of the research. The methodology used for data collection
includes document review combining case study method thesis. Research methods
were based on general scientific and empirical methodical techniques of
economics. During the literature review economic-statistical and mathematical
methods of analysis, abstraction techniques were used. Such general theoretical
methods of scientific knowledge as synthesis, deduction, induction and other
methods were also used. Concerning methodical approaches, according to specific
scientific (empirical) research of selected topics was conducted, among them the
most frequently used in the work were calculation and analytical methods of
comparison, data grouping, summarizing.

The main method used during practical part was method of calculation
analysis —descriptive and inferential analyses were conducted using Microsoft
Excel.

The information base for research is articles, books and other scientific
works of scientists regarding the importance and role of efficiency, performance or
analysis of enterprise, methodical approaches to the implementation of a
comprehensive economic analysis of the enterprise’s activity. Secondary data was

retrieved from statistical, annual reports of enterprises for the period 2018-2020.
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Practical meaning. The results of the conducted research and the suggested
ways of optimization can be taken into account and used by the enterprise in the
further decision-making concerning financial crisis diagnostics of an enterprise.

Approbation. The results of the study were presented at the enterprise for
their further application and published in the collection of master's articles
"Economics and Finance of Enterprise" in an article on the topic: “The policy of
increasing the value of the enterprise”.

Structure of the paper. The logic of the research resulted in the structure of
the work: introduction, 3 chapters, conclusions and proposals, references, 7

appendices. Total amount of pages in the work with appendices is 57 pages.



CHAPTER 1

THEORETICAL BASES OF THE ENTERPRISE VALUE ASSESSMENT

In market conditions, the company is the center of interest of various
stakeholders persons who may include investors, customers, suppliers, employees,
public authorities, society. Taking into account the interests of all stakeholders the
main purpose of the enterprise is its preservation, improvement and development,
as it allows to realize also individual purposes of each worker. Constant enterprise
development is achieved by increasing the value of the enterprise with fulfillment
of material, ecological and social goals.

Most Ukrainian industrial enterprises have such trends in the reproduction of
equity as losses, shortages of financial resources, low efficiency of working
capital, high accounts payable. This requires a comprehensive approach to
assessing the value of the enterprise, the use of which will take into account the
impact on its size of the most important factors, namely: the potential financial and
economic stability of the enterprise, inflation, risk and economic growth.

Methods of calculating the market value of the enterprise are only a means
of assessing the effectiveness of its activities, not cost management mechanisms.
That is, according to these methods, we can calculate the price of the object, rather
than get the ability to manage it.

One possible solution to this problem is to create and use a comprehensive
enterprise  management system that can help involve all organizational
organizations in the work, aimed at achieving the main strategic goal - increasing
the value of the enterprise.

To ensure the implementation of all components of a comprehensive system
that will increase the value of the enterprise, it is necessary to fulfill at the

enterprise level the following conditions (Fig. 1.1):
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Fig. 1.1 The main components of the implementation of the system of increasing

the value of the enterprise [12]

Thus, it can be stated that the main factor in increasing the value of the
enterprise is a change in thinking about the formation of enterprise development
strategy. Like any other strategy, the strategy of maximizing the value of the
enterprise should consist of a goal, an action plan for implementation of strategy,
methods of competition. It is important when developing a strategy to analyze the
environment in which the company is located, its internal potential, possible
threats, weaknesses and strengths, on the basis of which options are already
modeled.

alternative development of the enterprise with the choice of those that most
affect the value of the enterprise.

In the tasks of strategic management, one of the effective management
methods is technology

"Goal Management" was first mentioned by its author Peter Drucker in 1954
in the book "The Practice of managment" [1]. According to the scientist.
management should be based on 5 principles:
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- goals are developed not only for the organization, but also for each of its
employees;

- goals are developed "top down" to ensure communication with the strategy
and "bottom up" to achieve relevance to the employee;

- participation in decision-making, ie both the manager and the employee
together make decisions on the choice of the variant of the decision of the set task;

- conducting a mandatory evaluation of the work performed;

- building an effective system of staff motivation [2].

The main problem when choosing indicators for the performance
management system is the difficulty of selecting them for an individual
organization. One of the criteria for selecting such indicators is the management's
awareness of the limitations of resource use. That is, when choosing an indicator,
the manager relies on those alternatives for the use of resources that are most
consistent with the company's strategy to maximize its value.

Evidence of the need to introduce a value management system in the
enterprise can be studies conducted by R. Kaplan and D. Norton [3], who showed
the fact that companies mostly focus on financial performance, guided by the
principle of improving the efficiency of the enterprise by reducing costs. training
of workers, reducing the cost of marketing activities, customer service and more.
By pursuing such a policy, managers have achieved an increase in financial
performance in the short term, neglecting the strategic development of the
enterprise. It should also be noted that employees of many companies were not
familiar with the company's strategy, so did not understand their role in the process
of implementing the strategy. It follows that employees have no motivation to
improve the effectiveness of strategic plans.

To solve these problems, a value management system is proposed, which
would divide the company's strategy into specific goals and indicators, create
direct links between management and the structure they manage, decompose the

company's strategic goals into separate processes and actions that would be
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understandable to each employee, monitor changes around the company, monitor
the implementation of the developed strategy.

The development of enterprise strategy begins with the construction of a
strategic map, development of strategic indicators and strategic initiatives.

When building a strategic map, it is necessary, first, to reproduce the
strategy of the enterprise in the form of separate interrelated goals for a more
accurate and clear mechanism for its implementation. Second, perform
construction in such a sequence as to prevent the emergence of links between
"non-neighboring™ strategic goals, preventing the fall of a particular strategic goal
from the overall strategy of the enterprise.

Graphical interpretation of the model of the strategic map of the industrial
enterprise is as follows (Fig. 2).

According to the model, the company's strategy "Systemic increase in the
value of the enterprise” is divided into 4 main components: “Increasing the value
of human capital of the enterprise”, "Production potential of the enterprise”,
"Market expansion”, "Financial result", each of which receives its own strategic
goal. but subject to the strategy of the enterprise.

For each of the 4 main components of the company's strategy there is a
strategic goal: for "Increasing the value of human capital of the enterprise" the goal
will be "Production potential of the enterprise” - “Production of new or better
products”, for "Expansion of the market" - "Increasing the value of the product for
the consumer”, for "Financial result” - "Increasing the profit of enterprises”.

Characteristics of the main strategic goals:

1. The strategic goal of "Improving the skills and motivation of staff" is a
continuous process of training and retraining of employees as the main driving
force of enterprise development. The process of combining practical skills and the
latest developments in the field of production, management together with material
incentives leads to an increase in the competitiveness of the enterprise by the value

of knowledge and special skills of employees.
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2. The strategic goal "Production of new or better products” is aimed at
optimizing business processes in the enterprise in order to increase the level of
capacity utilization, increase productivity, reduce the shortage of finished products
or introduce new products.

3. The strategic goal of "Reducing the share of fixed costs" by increasing
production by increasing the value of goods and services for customers, a wider
range, providing the best offers to regular customers.

4. The strategic goal "Growth of profits of enterprises"” assesses the state of
material factors of value creation, increase due to their use of key financial
indicators, such as profit and revenue.

Thus, there is a relationship between all strategic goals: increasing the value
of skills and motivation of staff leads to high-quality use of all capacity of the
company, through increased productivity, the level of use of new developments,
the level of uninterrupted production process, which in turn gives the chance to
increase preferences of consumers, thereby to create additional cost for clients. All
3 strategic goals of the enterprise lead to increase and financial indicators, through

increase of the income and correct use of capacities of the enterprises.
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The model of the strategic map shows that between the strategy of the
enterprise and other strategic goals there is a strategic goal "Investment
attractiveness of the enterprise". This strategic goal is the result of understanding
that in the period of globalization, the value of the enterprise is the value of the
internal capabilities of the enterprise and the value of how potential investors treat
the enterprise. It is clear that to increase the market value (intrinsic value plus the
attitude of investors) should not not only to increase the internal value of the
enterprise, but also to influence investors to the enterprise, ie to do everything so
that the market value was consistent with the internal [4-7].

In order to understand the market value more fully, it is necessary to first
understand what the intrinsic value consists of and what factors determine the
attitude of the investor to the enterprise. The value of any enterprise depends on

tangible and intangible assets (Fig.1.3):

Walue of the enterprize

._—ﬂ-"'rf_‘—\—-_‘_‘_‘_\—“‘-\_..

Material factors: Intangible factors:

- results of operating activities - human resources of the enterprise
(productivity, production volumes) - quality of enterprise management

- results of financial activities (profit. system

income) - compliance of the organizational

- production assets structure of enterprise management
- market segment that belongs to the with its goals

company - information capital of the enterprise

Fig 1.3. Factors of formation value of the enterprise [24]
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Financial and economic nature of the formation of the value of the economic
entity, its relationship with the processes and activities of internal and external
counterparties [9; 6; 44; 37; 38; 42], in particular concentrated in the field of small
and medium business [15; 2; 1], studied to date in the works of domestic and
foreign scientists and financiers-practitioners.

Kaparulina M. describes the maximization of the value of the enterprise as
the main criterion for the efficiency of its operation. The concept of enterprise
management, based on price maximization, is the most effective in the current
environment, because the change in the price of the firm at a particular stage
provides all the information related to its operation. The scientist directs
management to raise the market price of the firm, because such a rise allows
shareholders (investors) to earn money from investing - exchange rate income
from the sale of all or part of their property shares, or exchange rate non-cash
earnings, which is expressed in rising property prices (net assets), and hence the
amount of personal equity of shareholders [33].

The price maximization strategy is considered as a multifaceted process,
which has the opportunity to present: a generalized model of the firm's actions, any
of which is directly or indirectly aimed at increasing the value of the business;
marked abilities that the bazaar reveals when the price of the enterprise increases;
concentration of all internal resources to achieve the set goals; the project of
strategic actions focused on increase of the price, supports the created strategic
purposes of the enterprise; a system for evaluating the effectiveness of actions
taken and the degree of achievement of strategic goals; compensation system,
motivates staff to build firm prices at any organizational level; communication
strategy of the firm, informs all stakeholders about the strategy of maximizing the
price implemented at the enterprise.

Thus, the price of the firm as a financial category is considered a
comprehensive indicator that characterizes both the internal environment of the
firm and the influence of external factors. The value of the firm is now defined as a

significant indicator of strategic management as internal [12; 3; 8; 7; 19; 22; 39;
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13], and external factors, in particular macroeconomic factors development of the
country [9; 35; 14, 20; 25; 3; 22; 18; 31, 41, 28].

Internal factors of the firm are related to the actions of management, industry
specifics of the firm: the rate of sales growth, net profit, liquidity of assets,
financial position, intangible assets, business reputation, staff qualifications,
management system, etc. [9].

External factors include those that exist independently of management:
demand, restrictions imposed on business, the ratio of supply and demand, the
level of financial, production, marketing and other risks, political factors,
competition and more.

Kostyrko R., Tertychna N., Shevchuk V. [35] rightly consider the company
as an organizational form of money, which is the center of interest of various
members of economic relations, which are formed, implemented and constantly
updated in order to effectively use the factors of production. The value of an
enterprise, according to M. Chumachenko and V. Pankov, is a system of its
characteristics that expresses the ability to generate values for a wide range of
consumers of the results of its operation: consumers and suppliers, shareholders,
company staff, state and public. Stakeholders

all persons or groups of persons who influence the activities of the enterprise
or feel the impact of these activities [25].

The financial stakeholders of the company are investors. The activities of
non-financial stakeholders are mainly unrelated to the financing of the enterprise;
they form non-financial forms of capital.

Intellectual capital contains a set of assets of the enterprise: 1) human
capital; 2) organizational capital; 3) client capital; 4) innovative capital.

Expanding the components of intellectual capital with knowledge of
environmental protection, communication innovations in environmental and social
organizations, it is likely the introduction of a broad term - social capital [5].

The integration of monetary, intellectual and social capital guarantees the

compilation of the final performance of the firm, the realization of the interests of
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monetary and non-financial stakeholders, the merits of a comprehensive useful
result in the process of the firm [4].

Lagovska O. [36] in her works describes the mechanisms of value formation
for different stakeholders. The amount of value added created by the enterprise for
employees is determined based on the amount of costs for their work, the
implementation of training and retraining programs, social programs and the cost
of ensuring safe working conditions.

The internal value of the enterprise depends entirely on managers and their
actions within the organization, while the attitude of the investor to the enterprise
depends more on the information component about the enterprise: reviews of
analytical agencies, how often the enterprise is talked about in the media, and the
nature of these conversations. structures and information about the owners. The
combination of these factors creates the market value of the enterprise. Thus, the
article proposes to use a model of the strategic map of the enterprise, which deals
with those areas of activity that have a greater impact on the overall market value.
The main factors that change the quality of the company's strategy, the factors
influencing its investment attractiveness were also considered.

Business valuations are used to help small business owners determine the
value of their shares of stock or membership units. They’re helpful in that they can
indicate the value of the equity of a company without there being an active market
price readily available, such as for investments like Apple or Amazon.

Many small business owners are unaware of the value of their businesses and may
incorrectly assume that certain characteristics of the business increase or decrease
its value.

One of the primary benefits of having a business valuation performed is to
learn the key factors that an analyst considers when determining an appropriate
value for your business — many of which are not financial metrics. Knowing what
an analyst looks at when valuing a business can allow you time to transition or

Improve various aspects of your business to increase its value.
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Business valuators give consideration to a range of factors: interest rates;
local, state and national economies; industry information; financial data; and, very
importantly, company-specific characteristics.

The goal of considering all these factors is to understand the risk and
potential reward of an investment in your company. Risk and reward are opposites
when considering the value of a business. The more risk the business has, the less
value it has.

Key company characteristics. Company-specific characteristics can have a
major impact on the valuation of a small business. Many of these factors are not
financial factors, and some may be misunderstood by business owners as either
increasing or decreasing value.

eDebt levels. Higher-than-industry-standard debt levels may indicate that a
business is having difficulty funding itself from operating cash flows and is relying
on too much leverage to achieve its mission. This puts the business at risk of
excessive interest expense and may result in less, or no, cash available to be
returned to investors in the business. Items that negatively impact cash available to
be returned to investors represent a major risk to the business and may decrease
value.

eCustomer pool. Concentrations of sales to a limited number of customers,
in some cases a single customer, may reduce the value of the business. If a major
customer doesn’t continue doing business with a company, that can have a
significant impact on the ability of the company to generate a return for investors,
thus increasing risk.

Many business owners incorrectly think that having fewer customers that
generate significant return is a positive for their business, when in fact it is likely
viewed as a major risk to the future of the business if the relationships or contracts
were to terminate.

eHeavy reliance on key individuals. Many small businesses can end up
relying on a few or even a single individual to achieve many of their operational

goals. Sales, purchasing, accounting, human resources and other major areas of a
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business may be concentrated with a few or even a single individual.

This presents a risk to the company if the individual(s) were to leave, as their
functions may need to be replaced with multiple people or, in the case of sales,
operating results may suffer.

Many small businesses also heavily rely on their founders, who take on
many of the operational tasks of the business. This increases the risk, and thus
reduces the value, of the business, as a founder may seek to transition out of their
business at retirement or pass the business to another generation of their family.
“Keeping it in the family” may in fact reduce the value of the business, not
increase it.

¢ Reliance on key suppliers. Businesses may rely on a few key suppliers to
obtain the raw materials they use in production or products that they resell to the
public. Relying on a few key suppliers increases the risk of the business. Any
disruption in one of those supplier relationships may reduce a company’s ability to
fulfill orders, stock inventory, etc.

e Competition. Significant competition for a business increases the risk a
business will be able to generate a return for investors into the future.

e Geographic location. Certain businesses may focus on a single or small
number of geographic areas for their business. However, limited regions of
operation increases the risk the business has for future operations. If a particular
region were to shrink, in terms of population or economic growth, the business
would be at risk of being able to generate less return for a given investor.

e Earnings volatility. Investors seek a steady stream of positive returns on
a given investment. Volatility in the earnings of a business may be a sign to an
investor that there is less certainty to continued returns. Often, business owners
will point to banner or record years as benchmarks of what they can do.

While exhibiting positive historical patterns is excellent, the value of the
business is based on the forward-looking returns an investor can expect to receive.
Often, a business with steady earnings may be valued higher than a business that
had higher, but erratic, earnings patterns.
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eProduct diversification. Diversification of products is important for reducing
the risk to an investment. “Viral” or fad products may lose market share rapidly
and reduce the potential for future returns. Similarly, offering too many products,
for which the company can’t provide adequate support, may also increase the risk
of future returns and decrease the value of the business.

One of the most important business indicator is added value.

Added value is equivalent to the increase in value that a business creates by
undertaking the production process. It is quite easy to think of some examples of
how a production process can add value.

Adding value = the difference between the price of the finished
product/service and the cost of the inputs involved in making it

Consider the examples of new cars rolling down the production line being
assembled by robots. The final, completed and shiny new car that comes off the
production line has a value (price) that is more than the cost of the sum of the
parts. Value has been added. Exactly how much is determined by the price that a
customer pays.

Alternatively, imagine a celebrity chef preparing a meal at his luxury
restaurant. Once the cooking is complete, the meal is being served and sold for a
high price, substantially more than the cost of buying the ingredients. Value has
been added.

You don't have to use robots or have the culinary skills of Gordon Ramsay
to "add value". For example, businesses can add value by:

Building a brand — a reputation for quality, value etc that customers are
prepared to pay for. Nike trainers sell for much more than Hi-tec, even though the
production costs per pair are probably pretty similar!

Delivering excellent service — high quality, attentive personal service can
make the difference between achieving a high price or a medium one

Product features and benefits — for example, additional functionality in
different versions of software can enable a software seller to charge higher prices;

different models of motor vehicles are designed to achieve the same effect [40].
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Offering convenience — customers will often pay a little more for a product
that they can have straightaway, or which saves them time.

A business that successfully adds value should find that it is able to operate
profitably. Why? Remember the definition of adding value: where the selling price
is greater than the costs of making the product.

By definition, a business that is adding substantial value must also be
operating profitably.

Finding ways to add value is a really important activity for a start-up or
small business. Quite simply, it can make the difference between survival and
failure; between profit and loss.

The key benefits to a business of adding value include:

e charging a higher price;

e creating a point of difference from the competition;

e protecting from competitors trying to steal customers by charging lower
prices;

e focusing a business more closely on its target market segment [36]
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CHAPTER 2
PERFORMANCE INDICATORS ANALYSIS OF THE LLC "KOTON

STYLE"

2.1. Total capital and financial results assessment of the LLC «Koton Style»

The concept of "performance indicators”, in modern market conditions,
deals with one of the most important characteristics of business profitability and
effectiveness of company management, which contributes to its further functioning
and development. Given the high level of uncertainty, competition, the presence of
various crises, the presence of various political and economic problems in the
country and due to adverse decisions of managers of all parts of the company,
improving the efficiency of the enterprise are the priority areas. The need to
increase the level of efficiency and improve the management of entrepreneurs
involves not only the formulation of new goals, application and principles of
management, meeting customer needs and expanding market opportunities of
companies, but promptly responding to companies’ management of negative
external and internal factors. Therefore, the main goal increases the efficiency of
enterprises is, first of all, the rational use of all resources that unite their potential
as a whole, as well as friends, forming new concepts of modern management in
conjunction with the development of theoretical and methodological and practical
management tools. marketing, information economy, development of information
and communication technologies and economic transformations [22].

The main purpose of the enterprise in the market is to increase enterprice’s
value by carrying out production and other economic activities. All methods
related to, for