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STATE REGULATION OF BANKRUPTCY
RELATIONS IN THE NATIONAL ECONOMY

Introduction The deepening crisis in numerous business
entities of various sizes is due to macroeconomic and domestic
political instability, complicated by the consumer credit crisis,
as well as tax and administrative pressure. Therefore, the acute
problem of bankruptcy of business entities of different sizes
and the need to regulate this issue at the state level.
Unprofitable business entities of various sizes cause negative
consequences for the domestic economy.

Aim and tasks. The purpose of the work is to study
state regulation of relations in the field of bankruptcy in the
economy of Ukraine.

Results. The factors, internal and external, preceding the
bankruptcy of economic entities. Thus, the external
preconditions of bankruptcy are international, economic,
political, demographic and others. Internal prerequisites
include economic, technical, technological, social and others.
The characteristic and gradation criteria of business entities in
accordance with legislative acts of Ukraine are presented. It
was revealed that the proportion of sales of micro-enterprises
is unequal to their share in the total number of enterprises,
indicating their negligible contribution to the development of
the national economy. According to the results of empirical
studies, it was found that during the analyzed period the share
of unprofitable enterprises of different sizes is at least a 25%.
Such a large number entails not only low financial stability,
insolvency and efficiency of business entities themselves, but
also inhibits the process of economic growth of the whole
country. The application of the method of multivariate
discriminant analysis will allow us to draw a conclusion about
the financial condition with assigning it a class in accordance
with the values of the integral indicator and taking into
account the probability of non-fulfillment of obligations, that
is, to identify the presence of an unprofitable enterprise and
the likelihood of bankruptcy.

Conclusions. So, an analysis of the criteria for
graduation of business entities made it possible to establish the
difference between the administrative and accounting
interpretation of the criteria for the attitude of enterprises to
various sizes. The dynamics of structural statistics indicators
of domestic business entities were monitored, suggesting that
individual entrepreneurs make an insignificant contribution to
the development of the national economy. Since a quarter of
business entities still remain unprofitable, it is necessary to
take preventive measures to prevent the loss of solvency by
enterprises, one of which is to identify the existence of an
unprofitable enterprise and the likelihood of bankruptcy.

Key words: bankruptcy, microenterprises,
enterprises, medium enterprises, large enterprises.
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AEPKABHE PEI'YJIFOBAHHSA BITHOCHUH Y C®EPI
BAHKPYTCTBA B HAHIOHAJIBHIM EKOHOMIII

Beryn. IlornmmbieHHss KpU30BUX SIBUII HA YHCICHHHUX

cy0’eKTax MIANPUEMHHUITBA PI3HOTO pO3MIPY 3YMOBIICHO
MaKpOEKOHOMIYHOIO Ta BHYTPILIHBOIO HOJITUYHOIO
HEeCTaOUIbHICTIO, YCKJIAIHEH OO KPH3010 CIIO’KUBYOT O

KpPEIUTYBaHHs], a TaKOX IOJAaTKOBOTO 1 aJMIHICTpaTUBHOIO
THCKy. Tomy rocTpo mocrae mpobiema OaHKPYTCTBa CyO’€KTiB
HiANPUEMHHUNTBA  PI3HOTO  PO3MIpYy 1 HEOOXIOHICTH Ha
JIep>)KaBHOMY pIBHI PeryjlOBaHHs OaHKPYTCTBA, IO CIPUYUHSIE
HETaTUBHI HACIIAKA VIS BITYM3HIHOI €KOHOMIKH.

Merta i 3aBganHs. Mera poGoTH mosArae y JOCIIIKEHHI
0GaHKPOTCTBA B EKOHOMIILlI YKpaiHu.

Pesyabratn. BcranoBieHo ¢axkTopu BHYTPIIIHBOIO Ta
30BHILIHBOTO XapakTepy, 10 NepeayroTh OaHKPYTCTBY Cy0’€KTiB
rOCIOAApChKOi AisnbHOCTI. IlpeacraBieHo XapakTepUCTHUKY Ta
KpuTepii rpagamii Ccy0’€KTIB  TOCIOAApChKOI  MisUTBHOCTI
BIMIOBIIHO 70 3aKOHOAABYMX aKTiB YKpainu. BusiBieno, mio
YacTKa peayli3oBaHOi MPOMYKLIl MIKpOMiANPUEMCTBAMH €
HEPIBHOI[IHHOKO X YacCTIi B 3arajibHid KUIBKOCTI MiJIPHEMCTB,
II0 CBITYUTHP NPO HE3HAYHUH BKIAJA HUMH Yy PO3BHTOK
HAI[lOHAJIbHOI €KOHOMIKH. 3a pe3yabTaTaMd  eMITIpUYHUX
JIOCIII/PKEHb BCTAHOBJICHO, 1110 TIPOTATOM aHaJi30BaHOT 0 Iepiory
94acTKa 30MTKOBUX MIANPHEMCTB PI3HOTO PO3MIPY CTAaHOBUTH HE
MeHme 25%, 10 CHpUYMHSAE HE TUIBKM HU3BKY (IHAHCOBY
CTIMKICTh, HEIJIATOCIPOMOXKHICTh Ta €(QEKTUBHICTh CaMHX
Cy0’€KTIB rOCIIOJIapIOBAaHHS, a ¥ rajibMye IpoLec eKOHOMIYHOTO
3pOCTaHHs BCI€T KpaiHu. 3acToCyBaHHS METOnYy
06araTo()akTOPHOTO  JUCKPUMIHAHTHOTO aHANi3y JI03BOJIUTH
3poOUTH BHCHOBOK PO (piHAHCOBUH CTaH i3 MPUCBOEHHIM HOMY
KJIacy BIANOBIAHO IO 3HA4YEHb IHTETpaJbHOrO MOKa3HUKA Ta 3
ypaxyBaHHAM WMOBIPHOCTI HEBHKOHAHHS B3STHX 3000B’S3aHb,
TOOTO BHSBUTH HASBHICTH 30WMTKOBOCTI MIANPUEMCTBA Ta
HWMOBIpHICTh HACTaHHS OAHKPYTCTBA.

BucnoBku. OTxe, aHani3 KpuTepiiB rpazamii cy0’ekTiB
MIATPUEMHUIIBKOI TiSTTHHOCTI TO3BOJIMB BCTAHOBUTH PI3HHUIIO MK
aZIMIHICTPATUBHUM Ta OyXTalITEePChKUM TIyMadeHHSIM KpHUTEpiiB
BIZIHOILICHHS IIANPHEMCTB 1O pi3HUX po3MmipiB. IIpoBenenwmii
MOHITOPUHI JMHAaMIKM TIOKa3HUKIB CTPYKTYpPHOI CTaTHCTHKH
BITUM3HSIHUX CYO’€KTIB T'OCHOAAPIOBAHHS, [O3BOJIUB 3pPOOUTH
MPUITYIIEHHS, 10 Qi3U9HI 0OCOOU-TTIAIMPUEMITT POOIISATh HE3HAYHU N
BKJIQJl V¥ PO3BUTOK HAIIOHATBHOI €KOHOMIKH. OCKUIBKH YBEPTh
Cy0’€KTIB TMIINPUEMHHIITBA BCE 1€ 3AIUIIAECTHCA 30MTKOBUMH
HEOOXITHUM € TIPOBEICHHS INPEBEHTHBHUX 3aXOJiB 3 METOI0
HEJIONYILICHHS! BTPATU IUIATOCIIPOMOXHOCTI HiIIPUEMCTBAMHU Ta
BUSIBJIGHHS HAsSBHOCTI 30MTKOBOCTI Ta HMOBIPHICTh HACTaHHS
OaHKpPYTCTBa, IIO0 POOWTH MIOIUIEHUM BHUKOPUCTAHHS METOILY
6araroakTOpHOTO AMCKPUMIHAHTHOTO aHAI3y i3 BHU3HAYCHHSIM
IHTETpaJbHOTO MOKAa3HHUKA (DIHAHCOBOTO CTaHY.

Kiro4oBi ciioBa: 6aHKpOTCTBO, MIKPOMIIIPUEMCTBA, Mai
HAPUEMCTBA, CepeiHI MIIPUEMCTBA, BETUKI MIIPUEMCTBA.
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Introduction. The deepening of the crisis
phenomena in the activities of numerous
business entities of various sizes is caused by
macroeconomic instability, complicated by the
internal political crisis and consumer credit
crisis, as well as tax and administrative pressure.
Therefore, there is an acute problem of
bankruptcy of business entities of various sizes
and the need to regulate this issue at the state
level, since it is the institution of bankruptcy
that is the traditional instrument of state
regulation of the functioning of unprofitable and
financially insolvent business entities in order to
restore their solvency.

This 1s explained by the negative
consequences that unprofitable business entities
of various sizes cause, among which it is worth
noting a decrease in the quality of products
(work, services), an increase in the number of
unemployed, a drop in the standard of living of
the population, a decrease in tax revenues to the
budget, and a reduction in the possibilities of
innovative development of the domestic
economy. That is why the question of
determining the prerequisites for the emergence
and legislative regulation of bankruptcy, as well
as empirical studies of the state of
unprofitability of domestic business entities in
the national economy, remain extremely
important in modern conditions.

Analysis recent research and
publications. Bankruptcy as a general
economic issue, the question of bankruptcy, the
study of the formation and development of the
system to prevent bankruptcy in the works
reveal domestic and foreign scientists. In
particular, Altman (1968) in his works explores
financial ratios, conducts discriminant analysis
and bankruptcy forecast [1]. Beaver et al. (2012)
discloses the influence of the characteristics of
financial statements on the prognostic ability of
financial indicators to bankruptcy [2]. Patsuriia
et al. (2018) study the state of the legal
regulation of bankruptcy in accordance with the
legislation of Ukraine [3]. Fauzi (2018)
conducts research in Indonesia regarding
insolvency of entities in bankruptcy [4]. Mihus
et al. (2018) along with co-workers (is a
developer of techniques of bankruptcy
prediction and raiding as a tool and state
monitoring of the state of the financial security
of Ukraine [5].
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Wieczorek-Kosmala, Blach, Trzesiok,
(2018)  developed the theoretical and
methodological foundations of the formation of
the bankruptcy institution system as an
instrument of state regulation of the national
economy [6]. Despite the fairly large range of
scientific developments of the described
subjects, i.e. in modern conditions of
development, not all aspects of this complex
issue covered and justified, which is responsible
for the purpose of work.

Aim and tasks. The purpose of the work
is to study the state regulation of bankruptcy
relations in the Ukrainian economy by:
analyzing the criteria for graduation of business
entities by size in accordance with the
legislation of Ukraine; monitoring dynamics of
indicators of structural statistics of business
entities with a gradation in the size of
enterprises; an analysis of the dynamics of
changes in the share of enterprises that are
unprofitable; determination of the legal
regulation of bankruptcy issues in Ukraine;
display characteristics of the methodological
foundations for assessing the financial condition
of business entities of different sizes.

Results. Under the conditions of
macroeconomic and internal political instability,
as well as tax and administrative pressure,
bankruptcy problems that every enterprise may
face are of particular importance. The
prerequisites for this phenomenon are the
combination and interaction of many factors of
the internal and external environment of
business  entities.  Thus, the  external
preconditions of bankruptcy include:

- economic (deteriorating economic
situation in general, the crisis in the economy,
reducing the purchasing power of the
population, a significant level of inflation, the
instability of the financial system, imperfect
fiscal policy of the state, rising prices for
resources, increased monopolization in the
market, etc.);

- international (a low level of
competitiveness of the country, increase of the
competitiveness of foreign products on the
domestic market because of the faster
development of scientific and technological
progress, the imperfect state policy in a foreign
economy, unfavorable foreign economic
situation on the country's goods and services);
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- political (the instability of society in the
field of politics, the loss of foreign sales
markets, the transformation of export and
import conditions, the impeccability of antitrust
policy and other expressions of the regulatory
function of the state);

- demographic (size and composition of
society, the level of well-being and
cultural level, to determine the constituent
volume and structure of demand and effective
demand of society on all types of goods and
services).

Internal prerequisites include:

- economic (lack of working capital due to
inefficient production and commercial activity
or ineffective investment policy, significant
level of cost of production (works, services),
reduction of capital turnover, presence of high
level of debt, financial insolvency)

- technical and technological
(deterioration and obsolescence of equipment,
technologies and production adjustment, low
quality of material and technical supply,
reduced efficiency of the use of production
resources and capacities, low level of
competitiveness of products (works, services),
etc.);

- social (availability of fully or partially
insolvent clients, lack of professional and highly
qualified specialists, instability of psychological
state employees, the wuse of inefficient
management practices, low level of social
development of the care team) [13].

Despite the fact that the bankruptcy of
business entities is due to various external and
internal factors, statistics of developed countries
indicate a significant proportion of bankruptcies
due to internal factors, unlike domestic business
entities [14-15].

Ukrainian authorities, by analogy with the
European countries set the regulations, as the
defining  parameters  characterizing  the
collective identity of entrepreneurial activity
subject size, using the average number of
employees, assets balance sheets, the net
income from the sale of goods (works, services)
or the annual income from any activity, (Table
1), but today they are mainly of technical
importance and are mainly used to correctly
compare the state of development of business
entities in different spheres of economic activity
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in Ukraine with EU countries.

So, having analyzed the approaches to
determining the criteria of business entities, it is
important to monitor the dynamics of indicators
of structural statistics of business entities, the
results of which are presented in table. 2. The
analysis is based on statistical data for 2010-
2018. Analytical studies conducted on the basis
of data from the State Statistical Service of
Ukraine [9], which do not take into account the
indicators of economic entities of the
temporarily  occupied territory of the
Autonomous Republic of Crimea, the city of
Sevastopol and part of the anti-terrorist
operation zone, show the following.

In the structure of enterprises, the ratio of
large, medium, small enterprises and individual
entrepreneurs is the largest - 80.65% of the total
number of business entities in 2018. At the same
time, the volume of manufactured and sold
products (goods, services) is only 7.63%, and
the number of employees is 30.16%. Small
enterprises, whose share in 2018 of the total
number of business entities is 18.45% (of which
15.92% are microenterprises), sold 17.72% of
products (goods, services), while the number of
employees 1s 19.23% (of which 8.25% are
micro-enterprise workers). For comparison,
medium-sized enterprises sold 39.37% of the
total volume of sold products (goods, services),
while the number of employees was 32.16%,
and their share in the total number of business
entities was only 0.87%. Large enterprises
employ 18.45% of the total number of
employees, the share of the volume of products
(goods, services) sold is 35.28%, while their
share in the structure of the total number of
business entities is only 0.02%.

Consequently, it can be assumed that the
share of products (goods, services) sold by
individual entrepreneurs (7.63%) is an unequal
share of individual entrepreneurs (80.65%) in
the total number of business entities, which
indicates an insignificant contribution by them
in the development of the national economy.
That is, there are many inefficient small
business organizations are not able to produce
and implement competitive, high-tech products
(goods and services), resulting in a narrowing of
the innovation development capacity of the
domestic economy.
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Table 1. Characteristics and gradation criteria of business entities for microenterprises,
small, medium and large enterprises

Criteria
Size Leoal Asset net income from .
before & Definition SSCES sales of products average
act balance number of
acceptance (goods, works,
sheets * . employees
services) *
Enterprises whose indicators as of the date
2 = Law.of of preparation of the annual ﬁnancial 350,000 at 700,000 euros up to 10
ZE _ Ukraine | statements for the year preceding the euros people
% o % reporting one meet at least two criteria
5 ‘:S) % individuals registered in the manner
g _.; 0 prescribed by law as individuals - - does not exceed does not
Ea CCU | entrepreneurs; - 2 million euros exceed 10
legal entities - business entities of any legal people
form and form of ownership
enterprises that do not meet the criteria of
s Law of microenterprises and Whose indicators as of up tg 4 up to 50
8 8 Ukrai the date of preparation of the annual million at 8,000,000 euros cople
IR T4 fhancial statements for the year preceding euros peop
= g the reporting one meet at least two criteria
2 é individuals registered in the manner
= Tg prescribed by law as individuals - - does not exceed does not
g 2 CCU entrepreneurs; - 10.000.000 curos exceed 50
legal entities - business entities of any legal U people
form and form of ownership
. Enterprises that do not meet the criteria for
= ] small enterprises and whose indicators as of to
QE) & S ClE) Law.of the date of preparation of the annual | 20,000,000 to 40,000,000 up t0 250
2 » ‘% | Ukraine . . euros people
L E B3 financial statements for the year preceding euros
S g = E the reporting one meet at least two criteria
25 @:; g Business entities that are not related to other
p= QE) CCU | types of entrepreneurial structures are - - -
medium-sized enterprises.
enterprises that do not meet the criteria for
§ Qc:n medium-sized enterprises and  whose more than
g :‘“ — Law of | indicators as of the date of preparation of 20.000.000 more than more than
8 ° § Ukraine | the annual financial statements for the year ’eurc;s 40,000,000 euros | 250 people
S 9 'z preceding the reporting period meet at least
o two criteria
R g):/ CCU legal entities - business entities of any legal i exceeds exceeds
form and form of ownership 50,000,000 euros | 250 people

*To determine compliance with the criteria set in euros, the official hryvnia exchange rate relative to foreign currencies
(average for the period), calculated on the basis of the National Bank’s rates, is set for the euro during the

corresponding year.

” Annual income from any activity
Source: compiled by the authors based on data [7-8].

The dynamics of changes in the share of
unprofitable enterprises (Table 3) is also
important for evaluating the activity of
economic entities. Over the last three years,
there has been a decrease in the share of
unprofitable enterprises of various sizes
compared to previous years. So, according to
statistics, at the end of the analyzed period, the
most unprofitable are microenterprises, whose
share is 27.2% of the total number of these
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enterprises, which is 15.9% less compared to the
beginning of the analyzed period. The largest
number of unprofitable enterprises during the
analyzed period (Fig. 1) is observed in 2010,
which is explained by the result of the global
financial crisis. However, it should be noted that
the financial crisis in 2013-2014, complicated
by the political crisis and the crisis of consumer
lending, as well as tax and administrative
pressure, most affected the performance of large
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enterprises and, to some extent, medium-sized This, in turn, led to an increase in
enterprises and caused an increase in the unemployment, an increase in the level of the
number of unprofitable enterprises. shadow economy.

Table 2. Dynamics of indicators of structural statistics of business entities with distribution by
size of enterprises

structural Years
indicators 2010 [ 2011 | 2012 [ 2013 | 2014 | 2015 | 2016 | 2017 [ 2018
The number of business entities, units
Total 2183928] 1701620] 1600127 1722070] 1932161] 1974318 1865530] 1805059 1839593
large 586 659 698 659 497 423 383 399 446
medium 20983  20753] 20189 18859  15906| 15203 14832 14937 16057
small 357241 354283| 344048 373809 324598 327814] 291154 322920 339374
among which
micro 300,445| 295815 286461 318477| 278922 284241| 247695 278102 292772
enterprises
Individuals- 005116l 1325005 1235192| 1328743| 1591160| 1630878 1559161| 1466803| 1483716
entrepreneurs
The number of employed workers, thousand people
Total 10772.7] 10164.5]  9957.6] 9729.1] 8796.7] 8180.0] 8108.3] 8141.0] 8532.5
large 2,400.3] 2449.0] 24842 2383.7] 1915.1] 1708.6] 1586.6] 1560.9] 15743
medium 33933 3252.6] 31442 3012.1] 2696.5] 2604.7] 2622.8] 2593.1] 27442
small 2164.6] 2091.5] 2051.3] 2010.7] 1686.9] 1576.4] 1591.7] 16589 1641.0
among which
micro 832.6 788.9 788.2 795.3 723.5 691.4 642.7 714.6 704.3
enterprises
Individuals- 2814.5| 2371.4| 22779 2322.6] 24982 22903 2307.2| 2328.1] 2573.0
entrepreneurs

The volume of sales (goods and services) million $
Total 451743.52(525977.52|557965.57|542281.13|282822.49|231516.08(247389.76|296155.84{359964.95

large 176042.40(222262.01|220328.54|214861.92[110505.23| 85547.19] 87950.67|104375.01]126979.41
medium __ |175385.19201210.04|221372.48[208002.65[109277.70] 90362.69| 98146.80117447.24{141722.85
small 71375.10] 76069.79 84155.31| 83855.69| 44709.26] 39045.28| 43300.77| 52801.83| 63786.97
among which
micro 22847.27| 23755.18| 26604.68| 27037.58| 14632.24| 12810.06| 13305.35| 17735.17| 2165631
enterprises
Individuals- 0,0 g3l 26435 68| 32109.25| 35560.88| 18330.30| 16560.93| 17991.51| 21531.76| 27475.72
entrepreneurs

Source: built by the authors based on data [9].

Table 3. Dynamics of changes in the share of large, medium, small and micro enterprises,
which are unprofitable in the Ukrainian economy

including
year | Total - - - - - -
large enterprises medium enterprises small businesses | micro enterprises
2010 | 42.7 35.0 38,4 43.0 43.1
2011 | 36.5 31.9 35.9 36.5 36.3
2012 | 37.0 31.3 35.7 37.1 37.1
2013 | 35.0 32,3 36.3 35.0 34.8
2014 | 34.5 50.6 38.6 34.3 33.9
2015 | 26.7 43.8 29.4 26.5 26.7
2016 | 27.0 34.2 24.5 27,2 28.1
2017 | 27.6 27,2 23.9 27.7 28.6
2018 | 26.1 23.3 22.3 26.3 27,2

Source: generated by the authors based on data [9].
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Fig. 1. Trends in the proportion of large, medium, small and micro enterprises, which are
unprofitable in the Ukrainian economy

Source: built by the authors based on data [9].

At the same time, attention should be
paid to the fact that the most unprofitable
during the entire analyzed period (Table 4) are
enterprises for the supply of electricity, gas
and air conditioning (59.4-49%), water

supply, sewage and waste management
(37,3%). The largest reduction in the number
of unprofitable enterprises occurred in the
field of transport, warchousing, postal and
courier activities.

Table 4. Changes in the share of enterprises, which are unprofitable, by economic activity, %

Type of economic activity yeal

2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018
Agriculture, forestry and fisheries 30.8 | 17.1 | 21.8 | 20,2 [ 159 | 11.6 | 12.3 | 13.8 | 13.8
Mining and quarrying 543 | 50.6 | 52.3 | 47.2 | 48.6 | 38.9 | 41.9 | 37.6 | 36.1
processing industry 41.0 | 373 | 37.5 | 35.8 | 35.6 | 25,2 | 25.1 | 26,4 | 24.8
Supply of electricity, gas and air conditioning 59,4 | 52.1 | 50,0 | 56.1 [ 49.6 | 46.7 | 46.0 | 47.1 | 49.0
Water supply; sewage, waste management 53.7 1 50,0 | 473 | 449 | 483 | 36,4 | 36.5 | 37.7 | 37.3
Construction 46.1 | 41.2 | 41.1 | 38.6 | 38.1 | 29.2 | 29.6 | 29.0 | 27.6
Wholesale and retail trade; repair of motor 397 | 354 | 36.0 | 34.1 | 344 | 243 | 246 | 25.1 | 23.1
vehicles and motorcycles
Transport, warehousing, postal and courier activities 472 | 386 [ 399 | 379 | 384 | 29.5 | 2809 | 289 | 264
Temporary accommodation and catering 43.6 | 40.7 | 42.6 | 41.6 | 41.5 | 28,4 | 28.6 | 30.7 | 28.9
Information and telecommunications 431 | 409 | 386 | 379 | 365 | 29.6 | 32,0 | 32,3 | 30,2
Financial and insurance activities 432 | 428 | 41.8 | 415 | 39.6 | 375 | 37.7 | 372 | 36.3
Real estate operations 51,2 | 469 | 457 | 43,2 | 447 | 399 | 40,4 | 38.8 | 36.8
Professional, scientific and technical activities 440 | 38.7 [ 394 | 376 | 37.6 | 31,0 | 32.1 | 32.1 | 304
Administrative and support activities 459 | 404 | 41.3 | 36.8 | 38.3 | 31.3 | 31.1 | 32,3 | 30.3
Education 37.1 | 33.0 | 32.9 | 31,2 | 34.5 | 29.3 | 33.6 | 354 | 30.8
Health and social assistance 41.1 | 40.5 | 38.8 | 36.8 | 36.7 | 31.1 | 31,2 | 35.8 | 31.6
Arts, sports, entertainment and recreation 50.7 | 45.9 | 47.5 | 43.7 | 454 | 37.7 | 39.0 | 39.7 | 36.9
The provision of other types of services 39.3 | 352 | 37.7 | 33.1 | 35,4 | 28.1 | 28.1 | 32,4 | 28.9

Source: generated by the authors based on data [9].
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Thus, according to the results of empirical
studies, it was found that during the analyzed
period the share of unprofitable business entities is
at least a quarter. Such a large number entails not
only low financial stability, insolvency and
efficiency of business entities themselves, but also
inhibits the process of economic growth of the
whole country [10]. Despite the fact that in recent
years the number of bankruptcies of enterprises in
Ukraine has decreased, a large percentage of
liquidation of enterprises remains, therefore, the
institution of bankruptcy as an instrument of crisis
management requires additional study.

Currently, Ukraine has a number of laws and
codes governing the bankruptcy system, but the
main one is the Ukrainian Bankruptcy Code [11].

The legislation provides the following
measures to restore the solvency of the debtor as
[11] restructuring of the enterprise; reprofile of
the production; the closure of unprofitable
industries; deferment and installment or
forgiveness of a debt or part thereof
implementation of the debtor 's obligations by
third parties; reimbursement of creditors' claims
in another way, not contradicting their Code [11];
liquidation of receivables; debtor assets
restructuring in harmony with the demands of the
Code [11]; sale of part of the debtor's property;
fulfillment of obligations of the debtor by the
owner of the debtor and his responsibility for
failure to fulfill the obligations undertaken;

Z=a1'K1+a2'K2+a3'K3+

where Z — is the integral indicator of the
financial condition of the beneficiary;

K;, K,, ... K,, — financial ratios determined on the
basis of the financial statements of the
beneficiary;

a,, a,, ... a, — the parameters of the discriminant
model, which are determined taking into
account the importance and the degree of
financial ratios;
ay — 1s a free member of the discriminant model.
The application of the method of
multivariate discriminant analysis will allow us
to draw a conclusion about the quality of the
financial condition with assigning it to the class
according to the interpretation and values of the
integral indicator of the financial condition and
taking into account the probability of default,
that is, to 1identify the presence of an

26

a, Ky +as-Ks+a, K,

alienation of property and repayment of creditors'
claims by replacing assets; the dismissal of
debtor employees who cannot be involved in the
implementation of the rehabilitation plan;
obtaining a loan for the payment of severance
pay to employees of the debtor is released
according to the rehabilitation plan, which is
reimbursed in harmony with the demands of the
Code [11] out of turn due to the sale of the
property of the debtor; obtaining borrowings, the
purchase of goods on credit; other measures to
restore the solvency of the debtor.

However, in order to prevent the loss of
solvency, enterprises need to take preventive
measures, which include the ongoing monitoring
of financial stability, solvency, financial condition
and the like. For example, the assessment of the
financial condition of the company can be carried
out using the method of multivariate discriminant
analysis [12], which is used by the Ministry of
Finance to assess the financial condition of the
beneficiary and determine the type and collateral
for servicing and repayment of the loan, which is
planned to be provided from the funds of the
international financial organizations.

The methodological basis for assessing the
financial condition of the beneficiary, who prepares
reports in accordance with P (C) BU, is carried out
by assigning him a class depending on the value of
the integrated indicator of the financial condition,
the basic algorithm of which is [8]:

—_ aO’

(1)

unprofitable enterprise and the likelihood of
bankruptcy.

Conclusions. So, an analysis of the
criteria for the distribution of business entities
into microenterprises, small, medium and large
enterprises made it possible to establish the
difference between the administrative and
accounting interpretation of the criteria for the
attitude of enterprises of various sizes. The
dynamics of structural statistics indicators of
domestic business entities was also monitored,
on the basis of which it can be assumed that the
share of products (goods, services) sold by
individual entrepreneurs (7.63%) is an unequal
share of individual entrepreneurs (80.65%) in
the total number of business entities, which
indicates their slight contribution to the
development of the national economy.
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This indicates that there is a significant
amount of inefficient small business
organizations, which are not able to produce and
implement competitive, high-tech products
(goods and services), resulting in narrowing of
the innovation development capacity of the
domestic economy. The dynamics of change in
the share of unprofitable enterprises is also
important for evaluating the activity of domestic
economic entities. Thus, over the last three
years, there has been a decrease in the share of
unprofitable enterprises of various sizes
compared with the beginning of the studied
period. It is determined that the financial crisis
in 2013-2014, is complicated by the political
crisis and consumer credit crisis, as well as tax

and administrative burden, most likely
influenced the results of the large companies
that, in turn, led to increase in the number of
unprofitable  enterprises and how  the
consequence led to increase in unemployment,
an increase in the level of the shadow economy
and the like. Taking into account a significant
part of unprofitable enterprises, it is necessary
to take preventive measures to prevent the loss
of solvency by enterprises, one of which is to
identify the existence of an unprofitable
enterprise and the likelihood of bankruptcy.
Therefore, it is advisable to use the method of
multivariate discriminant analysis with the
definition of an integral indicator of financial
condition.
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