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METHODICAL APPROACH TO ASSESSING THE LEVEL
OF CONSTRUCTION COMPANY FINANCIAL SECURITY

Abstract. The article deals with the issues of assessing the level of a construction company
financial security. It is determined that the specificity of the construction enterprises activity and
their diverse financial relations system require the formation of an appropriate system for certain
financial interests protection against existing and potential internal and external threats, that is
reflected in the approaches to the definition of “enterprise financial security”. The system of an
enterprise financial security is proposed and the existing methodical approaches to assessing the
level of enterprise financial security are generalized. The methodical approach to assessing the level
of construction company financial security on the example of JSC “Trust Zhytlobud-1" is
developed, which allows to distinguish factors-indicators that influence that level, to rank them and
to calculate the integral indicator of financial security, which determines its level. As a result of the
assessment it was determined that Economic crisis in Ukraine 2013—2014 caused a fall in the level
of JSC “Trust Zhytlobud-1" financial security, but the successful financial policy of the company
management led to a substantial increase in the financial security level. The application of the
proposed methodological approach to assessing the level of a construction company financial
security will enable the enterprises management to respond in a timely manner to the deterioration
of the economic entity financial condition as well as the negative trends that may develop in the
course of the business entity’s activity.
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level.
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METOJUYHUM MIIXIJI IO OLIHKY PIBHSI ®IHAHCOBOI BE3NEKH
BYAIBEJIBHOT' O MMIAITPUEMCTBA
Anoramist. JlocmpkeHO THMTaHHSA OIIHKM PiBHSI (iHaHCOBOiI Oe3meku OyAiBeNIbHOTO
MIIPUEMCTBA. Y CTaHOBJICHO, IO Crieludika ASUIBHOCTI OYAIBENbHUX HIANPUEMCTB 1 HASBHICTh Y
HUX PI3HOMAaHITHOI cucTeMu (piHaHCOBHX BiIHOCHH BUMarae (GopMyBaHHS BiAMOBIJHOI CHCTEMH
3axXMCTy MEBHUX (IHAHCOBUX IHTEpPECiB BiJl HAasSBHUX 1 MOTEHIIHHUX 3arpo3 BHYTPINIHBOTO i
30BHIIIHBOTO CEPEIOBUIIA, 110 BiAOOpPaKaeThCsA y MiAX0Aax IO BU3HAUCHHS MOHATTS «(iHaHCOBA
Oe3meka MmiAmpUEMCTBa». 3ampoNOHOBAHO cUCTeMy (iHaHCOBOI Oe3MeKku MiAnpueEMCTBAa Ta
y3araJIbHCHO HasBHI METOIMYHI IiXOAU JO OIIHKH pPiBHA (PiHAHCOBOI OE3MEKH ITiMIPHEMCTBA.
Po3pobneno MeroauuHWi minxix 0 OWIHKA piBHA (iHAHCOBOi Oe3meKu OyAiBEIBHOTO
mignpueMctBa Ha npukiaagi AT «Tpectr XutnoOyn-1», skuii A03BOJsIE BUOKpEMUTH (haKTOpH-
IHAMKATOpH, 10 MAlOTh BIUIMB Ha piBeHb (iHaHCOBOi Oe3mekn OyaiBETHHOTO MiIMPHUEMCTBA,
pamkupyBaTH iX Ta OOYHCIUTH IHTETPAJbHUN TOKa3HUK (piHAaHCOBOT Oe3rmeku, 3a SKUM
BCTAHOBITIOETHCA 11 piBeHb. Y pe3yJbTaTi OLIHKH BCTAHOBJICHO, II0 EKOHOMIYHA Kpu3a B YKpaiHi y
2013—2014 poxax 3ymoBmia naniHas piBHs ¢iHaHcoBoi Oesnexku AT «Tpect XKurnoOyn-1», ane
Brana (piHaHCOBa TMOJITHKA KEPIBHUIITBA TIANPUEMCTBA TPU3BENA JIO IMABUINCHHS pPIBHSA
¢iHaHcoBO1 Oe3leKu OO IOCTaTHBRO BHCOKOTO. BHKOPHCTaHHS 3ampoNOHOBAHOTO METOJUYHOTO
MiAXOMY O OLIHKH piBHS (iHaHCOBOI Oe3meku OyniBeIbHOrO MiAPHEMCTBA HAJACTh MOKIIMBICTH
MEHEIKMEHTOBI MiANPHEMCTB BYACHO 3pearyBaTH Ha NOTIpIIEHHS (IHAHCOBOTO CTaHy CyO’ekTa
TOCIOJIAPIOBAHHS 1 HETaTUBHI TEHIEHII1], 110 MOXKYTh PO3BHBATHUCS Y MPOILECi AIAIBHOCTI cy0’eKTa
rOCHOJapIOBAHHS.
Kuarouosi cioBa: ¢inancoBa Oe3meka, OyiiBenpbHE MiAMPHUEMCTBO, METOJUYHHUN ITiIX1J,
OIliHKA, PIBEHbB.
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METOJUYECKHUI MOIXO0/1 K OIIEHKE YPOBHSI

®UHAHCOBOM BE30ITACHOCTH CTPOUTEJIBHOI'O IPEAINIPUSATHS

AnHoranus. VccremoBaH BOTPOC OIGHKHM YpPOBHA  (PUHAHCOBOM  0E30MacCHOCTH
CTPOUTENBHOTO TPEANPUATHS. YCTAaHOBICHO, 4YTO cHenu(puKa IeITENFHOCTH CTPOUTEIBHBIX
NpEeINpUsiTH W HaJMuuMe B HHUX pa3HOOOpa3HOW cucTeMbl (MHAHCOBBIX OTHOLICHHHA Tpedyer
(OpMHPOBaHHS COOTBETCTBYIOIIEH CHCTEMBI 3alIUTHI OTPENENICHHBIX (PMHAHCOBBIX MHTEPECOB OT
CYIIECTBYIOIIUX M TMOTEHIMAJIbHBIX YIpO3 BHYTPEHHEH WM BHEIIHEH Cpeabl, YTO OTpaKaeTcs B
MOJX0/aX K OIpENeNeHNUI0 MOHATHS «(puHaHCOBasg Oe3omacHOCTh mpennpusTHs». [Ipemmoxena
CUCTeMa OJKOHOMHYECKOW 0€30MacHOCTH Tpeanpustuss ©u  OOOOIIEHBI  CYIIECTBYIOIINE
METOANYECKUE MOIXO/IbI K OLIEHKEe YPOBHS (PMHAHCOBOW Oe30macHOCTH mpeanpusatus. Paspaboran
METOANYECKHUI MTOAX0 K OIICHKE YPOBHS (PMHAHCOBON 0O€301MaCHOCTH CTPOUTEIHHOTO MPEIIPUATHS
Ha npumepe AO «Tpect JKunctpoii-1», KOTOPBI MO3BOJISET BHIACIUTL (PAKTOPHI-UHIMKATOPEI,
BIMSIONINE HA YPOBEHb (DMHAHCOBOHM 0E30MACHOCTH CTPOUTEIHHOTO MPEINPHATHS, PAaHXHPOBATh
UX ¥ BBIUUCIUTH HWHTETPAJbHBIM TOKa3aTeldb (HUHAHCOBOH OE30MacCHOCTH, MO KOTOPOMY
yCTaHaBIIMBAETCS €€ YPOBEHb. B pe3ynbTare OIEHKH YCTaHOBIICHO, YTO SKOHOMHYECKUN KPU3HUC B
VYxpaune B 2013—2014 rr. oOycnoBun majgenne ypoBHs (puHaHcoBo# OezonmacHoct AO «Tpect
Kuncrpoit-1», HO ynaunas (¢HUHAHCOBas IOJMTUKA PYKOBOJACTBA NPEANPUATHS TpHBETa K
MOBBIICHUIO YPOBHS (DMHAHCOBOW 0€30MacHOCTH K JOCTaTOYHO BbICOKOMY. Mcmosb3oBaHMe
IPEAJIOKEHHOTO METOJMYECKOro IMOAXO0Ja K OIGHKEe YpOBHS (UHAHCOBOM Oe30macHOCTH
CTPOUTECIIBHOTO TMPCANPHUATUA OAaC€T BO3MOXHOCTL [JId MCHCPKMCHTA HpelalI/IHTI/Iﬁ BOBpEMA
cpearupoBaTrh Ha yXyJuleHHe (PUHAHCOBOTO COCTOSHMSA CyObEKTa XO3SAICTBOBAHUS M HETaTHBHBIE
TEH/ICHIINHU, KOTOPBbIE MOT'YT Pa3BUBATHLCS B MPOILIECCE JESITETLHOCTH XO3SHUCTBYIOIIETO CyObeKTa.

KawueBble ciaoBa:  ¢uHaHcoBas  0€30MAaCHOCTh, CTPOWTENIBHOE  IPEIIpPHUSATHE,
METOJIMYECKUHN TIOJX0/I, OIIEHKA, YPOBEHbD.

®opmyn: 3; puc.: 2; Tadn.: 5; 6udn.: 14.

Introduction. Nowadays construction is one of the system-forming branches of the
Ukrainian national economy, which includes: construction companies of different production scale,
contractors and subcontracting construction organizations as well as design institutes and
engineering firms. Construction companies, as market active players, directly influence the creation
of economic potential and socio-economic development of the country. Therefore they must
continuously evaluate the effectiveness of their economic activity and address their own financial,
economic, and particularly financial security.

Research analysis and problem statement. Questions of the theoretical and methodological
principles of financial security at the national and regional levels are highlighted in the treatises of
many economists. In particular, in the writings of O. Arefyeva [1], O. Baranovsky [2], V. Geyets [3],
E. Dmitrenko [4] and many others. Methodological and applied aspects of the study of economic
entities financial security are considered in the works of O. Amosov [5], O. Bondar [6], O. Kirichenko
[7], M. Pogosova [8], and others.

Despite the significant achievements of these authors, the issues regarding the development of
modern methods for assessing the level of economic entities financial security are still unsolved and
require more detailed elaboration.

The purpose of the article is to summarize the existing methods for assessing economic
entities financial security and develop a methodical approach to assessing the level of a construction
company financial security.
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The research results. The specifics of the construction enterprises activities and their
diverse financial relations system require the formation of an appropriate system for certain
financial interests protection against existing and potential internal and external threats, that is
reflected in the approaches to the definition of “enterprise financial security".

The treatment of the concept "enterprise financial security” is based on the use of several
basic approaches: resource, static, functional and integrated. But, according to the authors, it is
expedient to focus on an integrated approach that combines resource, static and functional
components. It is the most informative and systemic and takes into account not only enterprise
financial stability, but also its level of threats protection.

The main objectives of enterprise financial security are: ensuring financial stability and
independence, achieving a high level of competitiveness, providing liquidity of assets and high
level of business activity, commercial secrets and information protection, ensuring the security of
enterprise capital and property.

Analysis of a company financial situation and assessment of its financial security through
the use of modern methods take an important place in a construction company financial security
ensuring. The construction company financial security system is presented in Fig. 1.

The authors carried out a thorough analysis of the existing methods for assessing the level of
economic entities financial security, that allowed to identify the most common groups of methods:
methods of integrated assessment and methods of indicative assessment of the enterprise financial
security level.

The methods of integrated assessment of enterprise financial security level include:
resource-functional, which is based on the definition of the integral indicator of the enterprise
financial security level by conducting an expert assessment of the financial resources use by
functional components [5]; program-target, the feature of which is that the evaluation uses cluster
and multivariate analysis, provided there are several levels of integration indicators [9]; scoring,
which is based on the method of scoring and the peculiarity of which is that the evaluation uses
cluster and multivariate analysis in the presence of several levels of integration indicators that
characterize the enterprise financial security level [10].

The methods of indicative assessment of enterprise financial security level are: comparative,
the feature of which is that the evaluation uses a comparison of calculated enterprise performance
indicators with established norms or indicators of competitive enterprises using indicators that are
considered as threshold values of indicators characterizing the enterprise activities in different
functional spheres [11]; on the criterion of minimizing the total security damage — based on the
establishment of a certain threshold of enterprise financial security, deviation from which can be a
warning of negative trends that can lead to its bankruptcy [12]; on the criterion of working assets
sufficiency for economic activities, the essence of which is the ability to determine the adequacy of
their own or borrowed working assets for the production and sales activities by means of indicators
of the provision of reserves and costs by sources of their formation [13]; on the criterion of the
enterprise value, which is based on the definition of financial security level from the position of
possibility to increase the enterprise capitalization as well as its market value [9].

The article proposes a methodical approach to assessing the level of construction company
financial security. When choosing financial security factor markers, it’s important to keep in mind
that the entire system of indicators is ranked at several levels of significance. To the first level we
have selected the following indicators of the enterprise financial security: solvency; business
activity; profitability.
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Further a system of the second level priorities was formed, specifying the first level indicators
(Table 1).

Table 1
System of priorities of the enterprise financial security indicators
Solvency Business activity Profitability
Solvency ratio kg, Asset turnover rate k,, Gross profitability kg,
Financing factor k; Coefficient of material stocks Profitability of the main activity
turnover k., Kmap
Coefficient of own working assets Coefficient of fixed assets turnover Profitability of operating activities
availability k,, (return on capital) k... koap
Coefficient of equity Working capital ratio k,,,. Enterprise profitability k.,

maneuverability k.,

Profitability of products sales kg,

Profitability of operating income
koip

Return on equity k..,

According to the normative requirements, all selected coefficients should be positive and have
a tendency to increase (with the exception of the financing factor). By size, as a rule, restrictions
apply only to the following coefficients: kg, > 0,5; k¢ < 1; kqq >0,1.

JSC "Trust Zhytlobud-1" was selected by the authors to approve the methodical approach to
assessing the level of construction company financial security. Calculated on the basis of reports on
the enterprise financial position, the value of the second level coefficients-indicators are presented
in Table 2.

Table 2
Value of coefficients-indicators of JSC "Trust Zhytlobud-1" financial security

k 2013 2014 2015 2016 2017
kg, 0,03 0,02 0,02 0,02 0,30
kg 35,92 47,66 62,19 49,80 2,36
kg 0,22 0,62 0,68 0,42 0,42
ke 11,85 27,51 40,45 19,34 1,34
kg 0,69 0,42 0,37 0,30 0,34

K s 9973,63 8416,52 5586,23 6186,14 21006,43
ke 5,04 4,18 5,16 3,08 4,47
ke 25,55 20,35 23,45 15,25 1,14
kgp 0,24 0,24 0,22 0,18 0,12
Kmap 0,16 0,16 0,14 0,09 0,05
koap 0,18 0,18 0,16 0,11 0,06
kep 0,01 0,02 0,03 0,05 0,04
kpsp 0,19 0,20 0,18 0,16 0,11
Koip 0,18 0,18 0,16 0,14 0,10
Ko 0,16 0,21 0,42 0,43 0,03

Made by authors according to [14]

The analysis of the coefficients-indicators magnitude, intended to identify the financial
security level, is conducted on the following gradation: satisfactory — all indicators are within the
limit values; pre-crisis — at least one of the safety indicators is outside the normative values; crisis
— most of the factors do not meet normative values; critical — all indicators do not meet regulatory
requirements.

The overwhelming majority of the selected coefficients-indicators of the JSC "Trust
Zhytlobud-1" financial security are within the regulatory boundaries, but some of them, namely, the
solvency and financing ratio do not meet the regulatory requirements (but, it should be noted the
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positive trend of their change). Therefore, the status of the construction company financial security
can be stated as pre-crisis.

For an integrated analysis of financial security the authors suggested to use an integral
method. In order to obtain a reliable result, a study was carried out on the significance of all
indicators by Fishbern’s criterion:

_ 2(n-i+1)
i nn+1) '’ (1)
where R; — significance of the relevant indicator, n — the number of indicators selected for
the study, i — place in the rank of the corresponding indicator.

The problem is to choose a criterion for ranking of 15 selected indicators set. Comparison of
their absolute magnitude is considered incorrect, so the authors studied the dynamics of changes in
each of the (k;) indicators during 2013—2017 and ranked by calculated coefficients mean values
(k;). Note that the positive trend is the increase for all coefficients, except for the financing factor:

Dk c Ik
1(1 - kj_]_, l(l - N : (2)

Results of normalized coefficients klf calculation, its mean values k;, the ranking and

significance R; of all financial security indicators are presented in Table 3.

Table 3
Dynamics of changes in the normalized values of financial security indicators with ranking
and calculated level of significance

indicators | 2014/2013 | 2015/2014 | 2016/2015 | 2017/2016 k; rank R,
ke 0,667 1,000 1,000 15,000 4417 1 0,125
ky 1,327 1,305 0,801 0,047 0,870 5 0,092
Kua 2,818 1,097 0,618 1,000 1,383 4 0,100
Ko 2,322 1,470 0,478 0,069 1,085 7 0,075
Kot 0,609 0,881 0,811 1,133 0,858 11 0,042
Kone 0,844 0,664 1,107 3,396 1,503 2 0,117
Kye 0,829 1,234 0,597 1,451 1,028 8 0,067
Ky 0,796 1,152 0,650 0,075 0,668 15 0,008
Kyp 1,000 0,917 0,818 0,667 0,850 12 0,033
Kmap 1,000 0,875 0,643 0,556 0,768 14 0,017
Koap 1,000 0,889 0,688 0,545 0,780 13 0,025
Kep 2,000 1,500 1,667 0,800 1,492 3 0,108
Kpsp 1,053 0,900 0,889 0,688 0,882 9 0,058
Koip 1,000 0,889 0,875 0,714 0,870 10 0,050
Koo 1,313 2,000 1,024 0,070 1,102 6 0,083

The integral indicator of a construction company financial security is calculated by the
formula:
) PF._S‘ = Zliv=1_ki _'Ri ) (3)
The results of calculations of integral indicator of JSC "Trust Zhytlobud-1" financial
security during 2013—2017 are summarized in Table 4.

Table 4
Integral indicator of JSC "Trust Zhytlobud-1" financial security during 2013—2017

Interval 2014/2013 2015/2014 2016/2015 2017/2016

Prg 1,359 1,159 0,921 2,740

The authors proposed to establish the level of financial security relatively to the integral
indicator value according to the next scale (Table 5).
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Table 5
Assessing the financial security level by the integral indicator value

Integral indicator value Financial security level
<1 Unsatisfactory
1—15 Average
15—1,2> High
> Very high

Economic crisis in Ukraine 2013/2014 caused a fall in the level of JSC "Trust Zhytlobud-1"
financial security, but the successful financial policy of the company management led to a
substantial increase in the financial security level.

A visual illustration of the influence of all the factors-indicators on the integral indicator of
the construction company financial security is presented in Fig. 2

3,000
2,500 e
2,000 -
1,500
1,000 ]
I
0,500 f— — =
el BN B B |
2014/2013 2015/2014 2016/2015 2017/2016
M Ksr | Kf M Kaa Kem  MKat B Kms W Krc HKwc
"" | Kgp Kmap M Koap MKep Kpsp Koip Kroe

Fig. 2. Influence of the coefficients-indicators on the integral indicator of JSC "Trust Zhytlobud-1" financial security *
(made by authors)

So, the rapid increase in the integral indicator of financial security in the period 2016—2017
was mainly due to the increase in the solvency ratio.

Conclusions. The methodical approach proposed by the authors to assessing the financial
security level makes it possible to distinguish factors-indicators that influence the level of a
construction company financial security, to rank them and to calculate an integral indicator of
financial security, which determines its level. The methodological approach presented allows to
reveal the level of influence of each of the factors on resulting integral indicator of the entity
financial security. The application of this approach will enable the enterprises management to
respond in a timely manner to the deterioration of the economic entity financial condition as well as
the negative trends that may develop in the course of the business entity’s activity.
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