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ESTIMATING AND FORECASTING OF FINANCIAL SECURITY
OF ENTERPRISES

Abstract. The methodical approach to estimate financial security of business entities, which
are related with management system of Defense Ministry in Ukraine, has been proposed in the
research. Its difference feature from existing is: calculation integral financial indicators (property
status, liquidity, financial independence, business activity and profitability); definition the levels of
their significance and normative values.

Approbation the proposed methodical approach has been confirmed its versatility and made
it possible to determine financial security level, strengths and weaknesses of economic activity.
Also it has been allowed to improve process for making management decisions, which are related
with upgrading equipment, raising liquidity, financial independence, increasing business activity
and profitability.

The methodological approach for forecasting financial security has been developed. It has
been differs from the existing by determining as resulting indicator — profitability own capital ratio
and factor indicators — maneuverability ratio of equity capital, asset turnover ratio, accounts
payable turnover ratio, equity capital turnover ratio, profitability ratio.

Keywords: Defense Ministry in Ukraine, management, property status, liquidity, financial
independence, business activity, profitability.
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OIIIHIOBAHHS TA ITIPOTHO3YBAHHSA ®IHAHCOBOI BE3IIEKH
NIAnNPUEMCTB

AHoTaunist. Po3po6eH0 METOAMYHNN MIAX1L O OLIHIOBAHHS (DIHAHCOBOI OE3MCKU CyD’ EKTIB
TOCIOAPIOBAHHS, 110 HANIEKATH J10 chepu praBJIlHHH MinictepctBa 000pOHHI YKpalﬂﬂ Horo
BIZIMIHOIO PHUCOIO Bi/l HASBHUX €: BU3HAUEHHS IHTErpalbHUX (PIHAHCOBMX MOKAa3HUKIB (MailHOBOTO
CTaHy, JIKBITHOCTI, ()iHAHCOBOI HE3aJIKHOCTI, J1JIOBOT aKTUBHOCTI Ta PEHTA0ENBHOCTI); a TaKOX
YCTaHOBJICHHSI PIBHIB IXHHOT BATOMOCTI Ta HOPMATUBHUX 3HAYCHb.

Anpobartisi 3alpONOHOBAHOTO METOAMYHOTO MIAXOy MiATBepAniIa Horo yHi(hiKOBaHICTH i
JI03BOJIMJIa BU3HAUUTH piBeHb (DiHAHCOBOI Oe3leku, CHIIbHI 1 clabl CTOPOHM EKOHOMIYHOI
TISTTBHOCTI, TOJIMIIUTH TPOIEC YXBAJCHHS YNPABIIHCHKUX DIllIEHb, TMOB’S3aHUX 3 OHOBJICHHAM
MaifHOBOTO CTaHOBWINA, 3MII[HEHHSM JIKBIOHOCTi, (hiHAHCOBOI HE3aJICKHOCTI, MPUCKOPECHHSIM
JTOBOT aKTUBHOCTI Ta MIABHILEHHSM PEHTA0CIbHOCTI.

Po3pobrnieHo MeToaMyHHMI TiAXiX A0 TPOTHO3YBaHHS (iHaHCOBOi Oe3meku, SKUi
BIJIPI3HAETHCS BiJ] HASBHUX BUAUICHHSM SIK PE3YyNbTYIOUOi 03HAKU — KoedilieHTa peHTa0enbHOCTI
BJIACHOTO KariTtany 1 (akTopHHX O3HaK — Koe(ilieHTa MaHEBPEHOCTI BJIACHOTO KamiTamy,
KoedimieHTa 00OpPOTHOCTI aKTHBIB, KoeQilieHTa 0OOPOTHOCTI KPEIUTOPCHKOi 3a00pProBaHOCTI,
KoedimieHnTa 000POTHOCTI BIACHOTO KamiTaiy, Koe(iieHTa peHTabeIbHOCT1 JisNTbHOCTI.

Knwouosi cnoea: MinictepctBo 000poHH VYKpaiHM, cdepa yOpaBiiHHSA, MalHOBE
CTaHOBHIIIE, JIIKBIIHICTh, (DIHAHCOBA HE3AJICKHICTD, IIIOBA AKTUBHICTh, PEHTA0CIBHICTH.
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OIIEHUBAHHUE ¥ TIPOTHO3UPOBAHUE ®UHAHCOBOM BE3OIIACHOCTH
IPEJIIPUSATUNA

AnHoTanmsa. [Ipeio)keH METOAMYECKH TMOJAXO0A K  OLEHHBAHUIO  (DMHAHCOBOM
0€30MacHOCTH  CyOBEKTOB XO3AWCTBOBAaHHUS, KOTOpBIE OTHOCATCS K cdepe yrmpaBiieHUsS
MunucrepcTBa 000poHb YKpauHbl. Ero OTIMYMTENbHOM 4YepTOMl OT CYHIECTBYIOIIMX SIBISETCS:
OTpeNeIeHne HMHTErPANbHBIX  (PUMHAHCOBBIX TMOKa3aTeled (MMYIECTBEHHOTO  MOJIOXKEHHS,
JMKBUAHOCTH, (PMHAHCOBOW HE3aBUCHMOCTH, JIETOBOM aKTUBHOCTU M PEHTAOCNBHOCTH); a TaKKe
YCTaHOBJICHHE YPOBHEH MX 3HAUMMOCTU M HOPMATHUBHBIX 3HAUECHUH.

Anpobanusi mpeaoXKeHHOT0 METOIMYECKOTO MOAX0/a MOATBEPINIAa €T0 YHUBEPCATLHOCTh
U TO3BOJIWJIA ONPEACTUTh YPOBEHb (DMHAHCOBOM O€30MaCHOCTH, CHUJIbHBIE U CJIa0ble CTOPOHBI
HSKOHOMHYECKOW JEATENbHOCTH, YAYYIIUTh TPOLECC TMPHUHATUS YIPABICHUYECKUX PELICHHIH,
CBSI3aHHBIX C OOHOBJICHMEM HMYILIECTBEHHOTO TOJIOXKEHUS, YKPEIUICHHEM JIMKBUIHOCTH,
(rHAHCOBOW HE3aBUCHMOCTH, TIOBBIIICHHEM JEJI0BOI aKTUBHOCTH M PEHTA0ETHLHOCTH.

PazpaboTan MeToAMYEeCKUH MOAXOJ K HPOTHO3MPOBAHUIO (DPUHAHCOBOM 0€30MacHOCTH,
KOTOPBIH OTIMYAETCS OT CYLIECTBYIOIIMX BBIJICJICHUEM B KaUueCTBE PE3YJbTUPYIOIIEH MPU3HAKH —
KodpduureHTa peHTa0eTbHOCTH COOCTBEHHOTO KamuTana U (aKTOPHBIX MPHU3HAKOB —
KO3 uIIMeHTa MaHEBPEHHOCTH COOCTBEHHOTO KamuTana, KoddduuueHta o0060paynBaeMOCTH
aKTHBOB, Kod(duirenta o0OpaunBaeMOCTH KPEIUTOPCKOM 3aJ0JDKEHHOCTH, KO3(p(HUIeHTa
000paunBaeMOCTH COOCTBEHHOTO KanuTaia, koddduiuenra peHTabeIbHOCTH JeSITEIbHOCTH.

Knrwouegvie cnosa: MunuctepctBo  000poHBI  YKpauHbl, cdepa  ympaBlieHHS,
MMYIIECTBEHHOE TOJIOKEHUE, JIMKBUAHOCTh, (DMHAHCOBAs HE3aBUCUMOCTH, JEJIOBas aKTHBHOCTD,
peHTa0eNbHOCTb.

®opmymn: 2; puc.: 0; Tabn.: 1; 6ubn.: 12.

Introduction. Business entities that are belong to the sphere of management of the Ministry
of Defense of Ukraine, whose activity is aimed at performing works on the restoration of
armaments and military equipment of the Armed Forces of Ukraine that are in critical financial
condition and due to the depreciation of fixed assets, the obsolescence of the production base of the
enterprise become uncompetitive on the market of goods and services. As a result, statutory tasks
are not ensured on enhancing the state’s defense capability, the development of the Armed Forces
of Ukraine, solving social problems of servicemen, mainly providing services for the transfer of
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state property for rent and storage of material assets, in addition with violation of the legislation on
lease of state property [2].

Most economic entities within the sphere of management of the Ministry of Defense of
Ukraine, despite the requirements of Article 75 of the Economic Code, do not systematically
execute financial plans, which lead to loss-making activities, non-payment of taxes and other
payments to the state budget, default on capital investments in the development of production. For
2015-2018 (status on 01.10.2018), the total losses of the economic entities amounted to UAH 48.5
million, of which UAH 28.6 million in 2017 [2].

Research analysis and assignment. Theoretical and methodological aspects of ensuring the
financial security of enterprises have been reflected in the works of the following scientists:
Arefyeva O.V [1], Malish D.O [4], Melnik S.1 [5], Novikova M.M [ 6], Orlik O.V [8], Stashchuk O.
[9], Dugan Michael T. [11], Mohamad Hassan [12].

An analysis of the research by these authors has revealed that there is no single approach to
assessing and financial security forecasting for businesses. In addition, they are focused on stable
economic conditions. Although it is known that nowadays the processes of enterprise development
in Ukraine are characterized by instability.

Also, the issue related to the finances of economic entities belonging to the sphere of
management of the Ministry of Defense of Ukraine is not considered.

The aim of the study is to improve and approbation methodological approaches to the
assessment and forecasting of financial security of economic entities that belong to the sphere of
management of the Ministry of Defense of Ukraine.

Results of research. The economic and political situation that has been observed in our
country in recent years has made it possible to identify certain problems in the activity of
enterprises that were previously absent or not considered. In this regard, some enterprises were in
a difficult financial situation with the lack of opportunities for rapid response to them using
effective methods and tools of influence which is due to insufficient regulatory and methodological
support. To implement the necessary measures to identify and neutralize the negative factors
influencing the activity of the enterprise, it must operate a system of financial security as one of the
most effective ways to organize and manage the stable functioning of the enterprise. As it is quite
complex and comprehensively selected set of providing elements of constant financial growth of the
enterprise activity, this system is constantly faced with problems of evaluation and forecasting of
high level of its work. In this regard, it is necessary to solve a number of problems in monitoring
and diagnostics of the financial security system in the enterprise in order not only to achieve high
performance of the enterprise, but also to realize all the financial interests of the entity.

Considering that the main purpose of the implementation of the financial security system in
the enterprise management process is to identify and neutralize threats to external operations,
assessing and monitoring its activities is necessary and fundamental element of this system for the
implementation of the functions and tasks that it is facing. As determining the actual level of
financial security contributes to the process of securing and managing it, the choice of tools to
evaluate is a priority for the existence of the financial security system at the enterprise.

Understanding the necessity of using the full range of financial analysis tools to evaluate and
diagnose the state of financial security, it should be noted that the list of indicators and criteria of
evaluation offered in the economic literature by domestic and foreign scientists are quite extensive
and varied. However, based on your own considerations, it should be noted that haphazard
monitoring of a large number of indicators without careful analysis of them will not be able to
provide a real assessment of the financial security situation at the enterprise, so their grouping and
systematization of approaches to diagnostics of the financial security system of an economic entity.

At present, the financial security of an enterprise will be most often assessed on the basis of
indicators that are characterizing its economic activity. The main areas of its analysis include:
property, liquidity, financial independence, business activity and profitability [7]. The main groups
of indicators of financial security of the enterprise are:

indicators of property status: the coefficient of deterioration of fixed assets; the rate of
renewal of fixed assets;
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liquidity ratios: coverage ratio, fast liquidity coefficient, absolute liquidity ratio;

Indicators of the financial independence: coefficient of financing, ratio of security of own
working capital, coefficient of maneuverability of own capital,

liquidity ratios: asset turnover ratio, accounts payable turnover ratio, receivables turnover
ratio, inventory turnover ratios, fixed assets turnover ratio, equity ratio;

The profitability indicators: the coefficient of return on assets, the coefficient of return on
equity, the coefficient of profitability of activity, the coefficient of profitability of products.

To calculate the integral indicators of property, liquidity, financial independence, business
activity and profitability it is advisable to use the sum method and compare the actual values with
regulatory [7].

For determining the coefficients of the weight of the integral financial indicators of the
enterprise, the method of hierarchy analysis was used and the following vectors were established:
the integral index of the property condition - 0.03; integral liquidity index — 0,06; integral index of
financial independence — 0,13; integral indicator of business activity — 0,26; the integral rate of
profitability — 0.51.

To calculate the integral index of financial security of the company, it is advisable to use a
modified method of amounts:

IFS = 0,03 x5+ 0,06+ £+ 0,13 x £+ 0,26 « 22 4 0,51 + Z 1)
where IFS is an integral indicator of financial security of the enterprise;

Ips — an integral indicator of property status;

I;, — is an integral indicator of liquidity;

Ir; — an integral indicator of financial independence;

Iz, — an integral indicator of business activity;

Ip — is an integral indicator of profitability.

If IFS>1, then the company is financially secure; if IFS < 1 is financially dangerous.

To approve the proposed methodological approach to assessing the financial security of the
enterprise is used the financial statements of the state enterprise reporting «Kharkiv Instrument-
Making Plant named after T.G. Shevchenko» for 2016—2018 (Tabl.).

Table
Dynamics of the Integral Indicator of the Financial Security of the enterprise
of «Kharkiv Instrument-Making Plant named after T.G. Shevchenko» for 2016—2018
) Year

Indicator 2016 2017 2018
The integral index of property condition is 1,82 2,40 3,45
Integral liquidity indicator 0,91 0,84 1,24
Integral indicator of financial independence -3,52 -8,41 -5,92
Integral indicator of business activity 2,47 3,24 14,27
The Integrated Profitability Index -231,80 -43,58 2,71
integrated assessment of financial security level -230,12 -45,51 15,74

Source: concluded according to the public financial statements of the enterprise «Kharkiv Instrument-Making Plant named
after T.G. Shevchenko» [10].

Thus, in 2016—2018, the integral indicator of the property status of the enterprise was
characterized by a positive dynamics. In 2018 its actual value has reached the regulatory level.

The integral liquidity indicator had a negative impact on the financial security of the
company. However, in 2018 it was showed a positive upward trend. This is due to the improvement
of the structure of current assets and liabilities of the enterprise.

During 2016—2018 there was a negative tendency towards the dynamics of the turnover of
assets and liabilities of financial independence of the enterprise. This indicates that the company is
unable to repay its debts and settle current liabilities at its own expense.

During 2016—2018, there was assets turnover acceleration and liabilities of the enterprise as
well as a decrease in their periodicity. This is evidenced by the dynamics of the integral indicator of
business activity of the enterprise. However, only in 2018 the integral indicator of business activity
of the enterprise reached the normative value.
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Negative impact on the financial security of the company made an integral indicator of
profitability. Thus, in 2016, the company received significant losses from economic activity, which
led to its significant deterioration.

In general, during 2016—2018 the financial position and financial results of the enterprise
were in a dangerous state. In 2018, the integral index of financial security increased due to the
positive dynamics of financial results of the company.

Therefore, to improve the financial security of the company it is necessary to make
significant changes in the structure and dynamics of financial results: to increase operating income
and reduce operating expenses.

The use of the program of Statistica for the financial security of indicators of the enterprise
allowed to build the following economic and mathematical model [7]:

Y =0,19%10"2—-0,27 « 107 x x5 + 0,44 * 107 * xq +
40,13 x 1072 % x;5 — 0,19 * 1073 * x;4 + 0,62 * x4g. (2
where Y is the return on equity ratio;

xg — coefficient of maneuverability of own capital;

Xo — asset turnover ratio;

X,o — ratio of accounts payable;

X1 — €quity ratio;

X1 — profitability ratio.

Its approbation on the basis of the financial statements of the stat enterprise of «Kharkiv
Instrument-Making Plant named after T.G. Shevchenko» for 2016—2018 allowed to establish that
the forecast values fully reflect the actual ones. This makes it possible to identify threats in a timely
and comprehensive manner and, in general, to promote the financial security of the enterprise.

Conclusions. The paper deals with the important scientific and practical problem of
improving and testing methodological approaches to the assessment and forecasting of financial
security of economic entities that belong to the Ministry of Defense of Ukraine. The main
conclusions and recommendations are as follows:

1. The methodological approach to the assessment of financial security, its distinguishing
feature from the existing ones, has given the further development the definition of integral financial
indicators: property, liquidity, financial independence, business activity and profitability; as well as
setting their weight and regulatory levels.

2. The developed approach to the assessment of financial security on the example of
Kharkiv Instrument-Making Plant named after T.G. Shevchenko. This confirmed its uniformity and
made it possible to determine not only the static level of financial security of an enterprise, but also
its strengths and weaknesses of economic activity; improve the process of making sound
management decisions to update the property situation; strengthening of liquidity, financial
independence; accelerate business activity and increase profitability.

3. The further development of the methodical approach to forecasting financial security,
which differs from the existing allocation as a result of the trait — the coefficient of return on
equity and factor characteristics — the coefficient of maneuverability of capital, the coefficient of
turnover of the asset, the turnover ratio .

The implementation of the developed instruments to assess and forecast financial security in
the practical activity of economic entities belonging to the Ministry of Defense of Ukraine will not
only improve their economic activity, but also a prerequisite for ensuring the competitiveness of the
state’s economy, its sustainable economic development.
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