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IMPROVING THE METHOD OF DIAGNOSTICS OF
COMPETITIVENESS OF THE ENTERPRISE AND VIRTUALITY
OF ITS BANKRUPTCY BY THE LEVEL OF PROVIDING WITH

OWN WORKING CAPITAL

Formulation of the problem. In today's conditions, strengthening the role of entrepreneurial
structures, as an important component of the state's economic system, the problem of competitiveness of
enterprises is particularly acute. The enterprise management should have the necessary information support
in order to maintain positive trends in positioning in a competitive environment, which will allow make
managerial decisions timely and promptly. The diagnosis of the enterprise's competitiveness and the
probability of its bankruptcy by providing its own working capital (hereinafter — OWC) should become the
basis for the formation of such information support [1, p. 105].

Own working capital is the share of equity capital invested in the formation of current assets of the
enterprise. It can be noted that any change in its working capital leads to certain changes in financial stability
given its close relationship with the financial sustainability of the enterprise. Consequently, this fact is the
basis for asserting that the presence of such a connection allows us to manage the competitiveness of the
enterprise through management of working capital, varying in size.

The methodology of diagnosing the enterprise's competitiveness and the probability of its bankruptcy
by the level of its own working capital in the last decade practically remains unchanged. However, the
introduction of transformational changes to the construction of financial statements in accordance with the
requirements of IAS requires revision and further improvement measures.

Analysis of recent research and publications. Research of issues concerning competitiveness
management of the enterprise is considered in the scientific works of domestic and foreign economists, such
as: O.D. Zaruba, V.M. Fedosov, T.V. Holovko, A.V. Chupis, V.O. Mets, etc. It identifies the features of the
management of the competitiveness of the enterprise by the level of maintenance of its working capital, its
significance in ensuring the competitive positions of the company in the market is revealed, the methods of
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evaluation and calculation of indicators are proposed, attempts are made to study the external and internal
factors of influence, etc.

However, despite the wide coverage in the scientific literature of proposals to strengthen the
competitiveness of enterprises in a context of fierce competition, the methodology for its diagnosis and the
probability of bankruptcy due to the introduction of transformational changes to the construction of financial
statements in accordance with the requirements of IFRS requires further study and searches ways to
improve.

Setting objectives. The aim of the article is to improve the methodology of diagnosing the
competitiveness of the enterprise and the probability of its bankruptcy by providing its own working capital,
the introduction of which in practice will allow the timely response of the management of the enterprise to
changes in the financing of current assets, strengthening the financial strength of the enterprise, and,
consequently, its competitiveness.

The main material of research. The term “current assets” comes from the English term “circulating
capital” and appeared in the vocabulary in connection with the active use of English-language sources of
economic literature. Its synonyms in Ukrainian sources of economic theory are “circulating assets”,
“circulating assets”, “working assets” and “current assets”. However, despite the heterogeneity of terms, the
economic essence of the concept, which is determined by them, is interpreted quite clearly in domestic and
foreign literature. This is a set of cash advanced by the enterprise for the formation of revolving productive
assets and funds of circulation, which are used within a single reproduction cycle or in the short-term period
(up to one year), providing a continuous process of production and economic activity [3, p. 104] and bring
economic benefits [2, p. 195].

Own working capital is in constant motion, consistently passing all stages of the circulation.
Consequently, at any time, part of the working capital of an enterprise is advanced into production
inventories of materials and unfinished production, serving the production sphere, the rest is advanced into
discharged production and accounts receivable, serving the process of product turnover outside the
enterprise. Thus, its stock at each stage of the cycle should be such as to ensure the continuous operation of
the enterprise [9].

The analysis of literature, which deals with the methodology for calculating own working capital, allows
us to conclude that among specialists at present, there are different points of view in relation to this.

At first sight, there were no significant changes in the methodology for determining its own working
capital with the introduction of NP (S) of accounting 1 “General requirements for financial reporting” and new
forms of reporting. However, with a detailed study of changes in assets and liabilities f. 1 Balance sheet
(Statement of financial position of the enterprise) (hereinafter — Balance sheet 1) should be considered on
separate issues.

Traditionally, the OWC was determined by the formula:

OWC = S (Il s. A) + S(Ill s. A) = S(IVs. P), 1)

where: s. A, s. P — section of asset and section of passive respectively.

With the introduction of changes to the construction of the balance sheet, namely the transformation of
“Future expenses” from the third to the second section of the assets of the balance sheet and the
transformation of the IV section of the liability to the third, the OWC should be determined according to this
model as:

OWC =3 (ll s. A)—=>(lll s. P), (2)
OWC =1. 1195 - 1. 1695 3)

However, the line numbering is not the main change. The transition to the preparation of financial
statements in accordance with International Accounting Standards (“IAS”) requires reflection on the financial
statements in current liabilities of accounting new facilities, in particular provisions and contingent liabilities.
At first sight, no complications arise with the introduction of such changes in the financial statements, that is,
the line 1695 (summary of Section Il of the Passive Balance) should simply be taken into account, but this is
a false impression.

In accordance with IAS 37 “Provisions, Contingent Liabilities and Contingent Assets” (“IAS 377),
provision is a liability with an indefinite period or amount. At the same time, in accordance with IAS 37,
contingent liabilities are recognized as: possible liabilities arising from past events and the existence of which
will only be confirmed after one or more uncertain future events that are not fully controlled by the entity, or
existing obligations arising out of past events but not recognized because there is no likelihood that the
release of resources that embody economic benefits will be necessary for repayment of the obligation, or the
amount of the obligation cannot be estimated reliably [5].

In the general sense, all provision is conditional because it is not defined by terms or amount.
However, the term “conditional or contingent” in IAS 37 applies only to non-recognized liabilities, since their
existence will be confirmed only after one or more uncertain future events that are not fully controlled by the
entity will occur or will not occur. So, one should clearly understand that:
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— collateral are recognized as liabilities (assuming that they can be measured reliably), since they are
an existing obligation and it is probable that repayment of this obligation will require the release of resources
that embody economic benefits;

— contingent liabilities, which are not recognized as liabilities.

At the same time, according to P (S) of accounting 11 “Liabilities”, it is determined that the provision is
the liabilities with an indefinite amount or maturity at the balance sheet date, and the contingent (unforeseen)
liabilities are:

1) which may arise as a result of past events and whose existence will be confirmed only when one or
more uncertain future events, which the enterprise does not have full control, will or will not take place;

(2) the present liability arising out of past events but not recognized as it is unlikely that a liability for
the settlement of an obligation will require the use of resources that embody economic benefits or because
the amount of the obligation cannot be reliably measured [8].

Consequently, the possibility of taking into account provisions and contingent liabilities as part of
current liabilities of an enterprise is complicated by the lack of a clear methodology for their valuation. In
particular, Matsenko L.F. offers an assessment of collateral and contingent liabilities, based on the
accounting judgment of the probability of occurrence of the effect of determining the probability of occurrence
of a certain effect of one of three indicators: the probability of a certain impact less than 50% (if there is
doubt to be realized); the probability of occurrence of a certain consequence is equal to 50% (when there is
uncertainty in the implementation and there are no clear arguments in favor of non-implementation); the
probability of occurrence of a certain consequence more than 50% (with relative confidence in
implementation). An accountant must resolve the issue of a balance sheet or off-balance reflection on the
basis of such an assessment, only on the basis of the criterion of materiality, the probability of occurrence of
the fact and its remoteness [4, p. 293].

At the same time, Orlov I.V. in order to provide a reliable estimate of the amount of collateral and
contingent liabilities proposes to apply such valuation methods as:

1) the best way of estimating (estimating the costs necessary to repay the present value of liabilities at
the end of the reporting period);

2) the method of a definite set of intervals of values based on the calculation of the average arithmetic
value of the largest and smallest interval values, which are estimated taking into account the degree of
probability of manifestation of the corresponding interval of values. According to the author, using proposed
methods of estimating contingent liabilities will provide relevant information on the amount of contingent
liabilities, their status and impact assessment on the results of economic activity [7, p. 110].

Nashkerska H.V. stresses that the assessment of contingent liabilities depends on the occurrence
(non-occurrence) of the future uncontrolled or partially controlled by the enterprise events. She proposed to
divide the contingent liabilities into two groups depending on the possibility of forecasting these events and
the nature of their influence: provision and unforeseen obligations. In this case, the assessment of current
provision should be based on the amount of costs for disbursements in subsequent (future) reporting periods
by appointment and long-term provision should be valued at present value. Contingent liabilities should be
reflected in the off balance sheet accounts of the enterprise according to the accounting estimate [6, p. 144].

In P (S) of accounting 11 is provided that provision is created to recover the following (future) operating
expenses for:

— payment of holidays to employees;

— additional pension provision;

— performance of warranty obligations;

— restructuring, fulfillment of obligations upon termination of activity;

— fulfillment of obligations on burdensome contracts, etc. [8].

Therefore, the methodology for their estimation is provided separately for each of the groups of listed
operating expenses. The balance of provisions should be reviewed at each balance sheet date and, if
necessary, adjust (increase or decrease). In the absence of the probability of retirement of assets to repay
future liabilities, the amount of such security should be reversed.

With regard to contingent liabilities, this standard specifies that contingent (unforeseen) liabilities
should be reflected in the off-balance sheet accounts of the enterprise according to the accounting estimate.
So, displaying them in the line 1660 in f. 1 Balance is invalid. Information about them should be disclosed in
the Notes to the Financial Statements.

Thus, in our opinion, in calculating own working capital, both security and contingent liabilities
(reflected in the Notes to the Financial Statements) should be taken into account. Thus, the formula for
determining own working capital should have the following form:

OWC = ¥ (Il s. A) - S((lll s. P) + CL NFS), )

where CL NFS are contingent liabilities under the accounting estimate as reflected in the Notes to the
Financial Statements.
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However, the question arises about the inclusion of contingent assets, when it comes to taking into
account about calculating the working capital of contingent liabilities, that is, possible assets that have arisen
as a result of past events and the existence of which will only be confirmed after one or more uncertain
future events not fully controlled by the entity [5].

Thus, there is a need to verify the correctness of identification of both contingent liabilities (CL) and
contingent assets (CA) in diagnosing the enterprise’'s competitiveness and the probability of its bankruptcy by
providing its own working capital (Figure 1).

Organizational stage of identification CL and CA
— L

Methodological identification stage CL and CM
oI m—

Verification of correctness of identification CL and CA

4 I
« >

Contingent liabilities Contingent assets
—1 JE I —
Verification of appropriateness for create reserves of provisions for conditional liabilities

\

Checking the correctness of the evaluation CL and CA

Checking the correctness of the changes in the assessment CL and CA

The stage of the generalization of identification results

Figure 1. Model of identification of contingent liabilities and contingent assets
Source: author's development

In accordance with paragraph 89 of IAS 37, contingent assets may be displayed in the account for only
on condition that the economic benefits are probable. If there is complete confidence in the receipt of
economic benefits, the asset and related income are recognized in the financial statements of the period in
which the change occurs. If an inflow of economic benefits is probable, an entity should disclose information
about a contingent asset (similarly as a contingent liability) in the Notes to the Financial Statements.

So, the formula for determining your own working capital should have the following form:

OWC = S((Il s. A) + CL NFS) — S((Ill s. ) + CL NFS), (5)

where CL NFS are contingent liabilities under the accounting estimate as reflected in the Notes to the
Financial Statements.

The correspondence with the actual level of provision of the company's own capital to the established
norm indicates the continuity of the production process, the company's financial stability and its stable
position in terms of competitiveness.

Conclusions from the conducted research. The introduction of the proposed methodology for
diagnosing the competitiveness of enterprises in practice and the probability of their bankruptcy by the level
of their working capital in the context of making transformational changes to the construction of financial
statements of enterprises in accordance with the requirements of IFRS will ensure timely response of the
management of the enterprise to changes in the financing of the formation of current assets and,
accordingly, will contribute to strengthening positions of the enterprise on the level of its competitiveness.
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NeByeHko H.M. YOOCKOHANEHHA METOOUMKWA QOIATHOCTUKM KOHKYPEHTOCMPOMOXHOCTI
MANPUEMCTBA TA BIPOIMAHOCTI MOro BAHKPYTCTBA 3A PIBHEM 3ABE3MEYEHHA BIACHUM
OBOPOTHUM KANITAIIOM

MeTta. YgockoHaneHHs MeToAWMKM AiarHOCTUKM KOHKYPEHTOCMPOMOXHOCTI NiANpUeEMCTBA Ta BipOrigHOCTI MOro
GaHkpyTCTBa 3a piBHEM 3abe3neyveHHs1 BNacHUM oBOpPOTHUM KaniTanom, 3anpoBaXeHHs SKOI Ha NpakTuLi J03BONUTb
3abe3neuynTn CBOEYaCHe pearyBaHHs KepiBHULTBA MiANpPMEMCTBA Ha 3MiHM y iHaHCyBaHHI 0BOPOTHUX aKTUBIB,
nocurneHHs iHaHCOBOI MiLHOCTI NigNPUEMCTBA, @, OTXE, i KOro KOHKYPEHTOCNPOMOXHOCTI.

MeTtoauka pocnipkeHHsi. MeTod TEOpPETWYHOro y3saranbHEeHHS Ta MOPIBHAHHSA CTaB MiArPyHTAM pPO3pO6KM
METOOMKN [jiarHOCTyBaHHA KOHKYPEHTOCMPOMOXHOCTI MiANPUEMCTBA Ta BIipOrigHOCTI MOro GaHKpyTCTBa 3a piBHEM
3abe3neyeHHst BrnacHMM 0BOPOTHUM KaniTanom 3a hiHaHCOBOK 3BiTHICTIO NOOyAOBaHOK Yy BiAMNOBIAHOCTI 40 BUMOr
MC®3. Jloriunnin meToa, MeToam iHAYKUIT Ta Aedykuii, rpynyBaHHA Ta y3aranbHEHHS BUCTYNUNN OCHOBOK AOBEAEHHS
B3aEMO3B’'A3Ky 3abe3neveHb Ta YMOBHUX 3000B’'si3aHb. MoHorpadiyHMin MeTon BMKOPUCTAHO NpU  BUKNAAEHHI
pesynbTaTiB AOCNIAXEHHS.

PesynbTaTu. MpoaHanizoBaHo 3MiHM 40 NoOyaoBu hiHAHCOBOI 3BITHOCTI NIANPUEMCTB Y BiANOBIAHOCTI 4O BUMOT
MC®3. PospobrneHo MeToauKy [iarHOCTyBaHHS KOHKYPEHTOCMPOMOXHOCTI NignNpuMeMCcTBa Ta BIipOrigHOCTI  Oro
GaHKpyTCTBa 3a piBHEM 3abe3neyeHHs BTlacHUM 060POTHUM KaniTanom.
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EKOHOMIKA TA YIIPABJ/IIHHA ITI/IIIPHEMCTBAMH

HaykoBa HOBU3Ha. Y[OCKOHaNeHo B YMOBax BHECEHHSI TpaHcdopMauiiHMX 3MiH Ao nobynoBu iHaHCOBOI
3BiTHOCTI nignNpuemMcTs, Yy BignosigHocTi Ao BuMmor MC®3, meToauKy AiarHOCTYBaHHS KOHKYPEHTOCMNPOMOXHOCTI
nignpuemMcTBa Ta BIporigHOCTI Moro OaHKpyTCTBaA 3a piBHEM 3abesneyveHHst BnacHUM OOOPOTHMM Kanitanom, Lo
3abe3neynTb CBOEYacHe pearyBaHHS KepPiBHULTBA MiANPUEMCTBA Ha 3MiHU Y npoLeci GopMyBaHHS 0OOPOTHMX aKTUBIB i,
BiAMNOBIAHO, CNPUATMME MOCUNEHHIO KOHKYPEHTHUX NO3ULIM NignpuemMcTea.

MpakTnyHa 3HavywicTb. PesynbtatM [ocnigpkeHHa CTOCOBHO OOIpYyHTOBaHOI METOAMKW [iarHOCTYBaHHS
KOHKYPEHTOCMPOMOXHOCTI nignpuemcTBa Ta BIipOrigHOCTI Moro OaHKpyTCTBa 3a piBHEM 3abe3neyeHHs BriacHUM
060pOTHMM KaniTanom MoXxyTb ByTW BMKOPWUCTaHi NianpuemMcTBaMu, KEpPIBHULTBO SKUX Bakae CBOEYacHO pearyBatu Ha
3MiHW y npoueci hopMyBaHHs 0BOPOTHMX aKTUBIB i, BIANOBIOHO, CNPUATMME NOCUMEHHIO hiHAHCOBOI MILHOCTI Ta MOro
KOHKYPEHTOCNPOMOXHOCTI.

Knto4yosi cnosa: BnacHuin 060poTHMI kaniTan, 3abe3neyeHHsi, yMOBHi 3000B’si3aHHS1, YMOBHi akTUBW.

Levchenko N.M. IMPROVING THE METHOD OF DIAGNOSTICS OF COMPETITIVENESS OF THE
ENTERPRISE AND VIRTUALITY OF ITS BANKRUPTCY BY THE LEVEL OF PROVIDING WITH OWN WORKING
CAPITAL

Purpose. The aim of the article is to improve the methodology of diagnosing the competitiveness of the enterprise
and the probability of its bankruptcy by providing its own working capital, the introduction of which in practice will allow
the timely response of the management of the enterprise to changes in the financing of current assets, strengthening the
financial strength of the enterprise, and, consequently, its competitiveness.

Methodology of research. The method of theoretical generalization and comparison became the basis for
developing a methodology for the diagnosis of enterprise competitiveness and the probability of its bankruptcy by
providing its own working capital with financial statements prepared in accordance with the requirements of IFRS. Logical
method, methods of induction and deduction, grouping and generalization were the basis for proving the interconnection
of security and conditional obligations. The monographic method is used in the presentation of research results.

Findings. The changes to the financial statements of enterprises in accordance with the requirements of IFRS
have been analyzed. The method of diagnosing the competitiveness of the enterprise and the probability of its
bankruptcy by the level of maintenance of own working capital is developed.

Originality. Improved in the conditions of making transformational changes to the construction of financial
statements of enterprises, in accordance with the requirements of IFRS, the method of diagnosing the competitiveness of
the enterprise and the probability of its bankruptcy by the level of provision of its working capital, which will ensure timely
response of the management of the enterprise to changes in the formation of current assets and, will promote
strengthening of competitive positions of the enterprise.

Practical value. The results of the study on a sound methodology for the diagnosis of enterprise competitiveness
and the probability of its bankruptcy by the level of its own working capital can be used by enterprises whose
management is willing to respond in a timely manner to changes in the process of formation of current assets and,
accordingly, will contribute to strengthening financial strength and its competitiveness.

Key words: own working capital, provision, contingent liabilities, contingent assets.

NeByeHko H.M. COBEPLUEHCTBOBAHUWE METOOMKU OUAMHOCTUKU KOHKYPEHTOCMOCOBHOCTU
NPEONPUATUA U OOCTOBEPHOCTU ErO BAHKPOTCTBA MO YPOBHIO OBECIMNEYEHUA COBCTBEHHOIO
OBOPOTHOIO KAMUTANA

Llenb. CoBepLueHCTBOBaHUE METOAMKN AMArHOCTUKN KOHKYPEHTOCMOCOBHOCTM NPeanpuATUS U BEPOSTHOCTU €ro
GaHKpoTCTBa MO YPOBHI obecneyeHnss COOGCTBEHHbIM OGOPOTHBLIM KanuTaroM, BHEAPEHMWE KOTOPOW Ha NpakTuke
no3sonuT obecneuntb CBOEBPEMEHHOE pearmpoBaHue pykoBOACTBA NPEAnpUATUS Ha M3MEHEHWUs B (DMHaAHCMPOBaHWU
06OpOTHLIX  aKTMBOB, ycurneHune (WHAHCOBOW  MNPOYHOCTM  MNpeanpusaTus, a, cnejoBaTenbHO, W ero
KOHKYPEHTOCNOCOBHOCTH.

MeTtoauka uccnegoBaHus. MeTton TeopeTuyeckoro 0600LLEHMS UM CpaBHEHUSI CTan OCHOBOM pa3paboTku
METOOMKN [NarHoCTMPOBaHUSA KOHKYPEHTOCMOCOOHOCTM NPeanpusaTMS U BEpOATHOCTM ero GaHKpoTCTBa MO YPOBHIO
obecneyveHnss cob6CTBEHHBIM OBOPOTHBIM KanuMTanom 3a (PMHAHCOBOW OTYETHOCTHKD MOCTPOEHHOW B COOTBETCTBUM C
TpeboBaHuamn MC®OO. Jlornyecknii MeTod, MeToabl UHAYKUMM U OeAyKUMMW, TPYNMUPOBKM M 0B06LLEHMS BbICTYNUIK
OCHOBOW [oKasaTenbCTBa B3aMMOCBA3N OOecnevYeHnm u YCrnoBHbIX 00s3atensctB. MoHorpadudeckun metoq
MCMNOMNb30BaH NPW M3MNOXEHWUN pe3ynbTaToB UCCre0BaHUS.

Pe3ynbTathl. [MpoaHannampoBaHbl W3MEHEHUS K MOCTPOEHWU (PUHAHCOBOW OTYETHOCTM MPEAnPUSATUA B
cooTBeTcTBUM C TpeboBaHusasmn MCPO. PaszpabotaHa MeToAaMKa [UArHOCTUPOBAHWUSI KOHKYPEHTOCMOCOGHOCTH
nNpeanpusaTUs U BEPOATHOCTY ero 6aHKpOTCTBA MO YPOBHIO obecneyeHnsi cCobCTBEHHBIM 06OPOTHBLIM KanuTanom.

Hay4Hasi HOBM3Ha. YCOBEpPLUEHCTBOBaHA B YCMNOBUAX BHECEHNS TPAHCHOPMALIMOHHBIX U3MEHEHWI K MOCTPOEHUIO
(PUHAHCOBOW OTYETHOCTM MNpeanpusaTUi, B COOTBETCTBUM C TpebosaHusamn MCPO, meTtoauka AMarHOCTUPOBAHWSA
KOHKYPEHTOCMNOCOBHOCTN Npeanpusatusi 1 BepoATHOCTM ero BGaHKpoTCTBa MO YpOBHKO obecneyeHus COBCTBEHHBbIM
060pOTHBIM Kanutanom, kKotopas obecneunt CBOEBPEMEHHOE pearnpoBaHne pykoBOACTBa NpeanpusaTus Ha U3MeHEeHWs
B npouecce hopMMpoBaHus 060POTHBIX aKTUBOB U, COOTBETCTBEHHO, OyAeT cnocobCTBOBaTh YCUINEHUIO KOHKYPEHTHbIX
nosuumi NpeanpusaTus.

MpakTnyeckasa 3HauyuMMmocTb. PesynbTaThbl uccrnegoBaHuss No 0BOCHOBaHHOW MeToAMKe [OUarHoCTMPOBaHUSE
KOHKYPEHTOCMNOCOBHOCTN NpeanpusitTust U BEPOATHOCTU ero GaHKpoTCTBa MO YpPOBHKO obecneyeHuss COBCTBEHHbIM
06OpOTHLIM KanuTanom MoryT OblTb MCNOMNb30BaHbl MNPEANPUATUSAMWU, PYKOBOACTBO KOTOPLIX XENaeT CBOEBPEMEHHO
pearmpoBaTb Ha W3MeHeHus B npouecce opmupoBaHMs OOOPOTHBIX akTMBOB W, COOTBETCTBEHHO, Oyaer
crnocobCTBOBaThL YCUIMEHNIO (PMHAHCOBOW NPOYHOCTU M €ro KOHKYPEHTOCMOCOBHOCTH.

KnioueBble cnoBa: coGCTBEHHbIN ODOPOTHBIN kanmuTarn, obecneyeHue, ycroBHble 06sA3aTenbCTBa, YCMOBHbIE
aKTMBbI.

75



