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THE INVESTMENT ATTRACTIVENESS EVALUATION ENTERPRISES OF UKRAINE

Statement of the problem. In the face of the deteriorating market competition between enterprises for
new markets of finished products assessment of investment attractiveness of individual business, which is in
charge, is an important issue when making investment decisions by potential investors.

Analysis of recent research and publications. A large number of scientific famous Ukrainian and
foreign economists works devoted into subject of investing: M. Herasymchuk, I. Blank, A. Haidutskyi, V.
Glazunov, S. Hutkevycha, N. Denysenko and others [1, p. 325]. According to analysed their research it is
lack of a comprehensive approach to solving the questions of investment into companies, moreover, it is not
enough to use only statistical and mathematical models. However, it is known that in international practice
mathematical models are widely used to assess the financial situation of enterprises, by means of which one
can form a generalized indicator of the financial condition of the company - its integrated assessment, which
can serve as an indicator of investment attractiveness. Therefore, it is practically better to use sum
coefficients model and matrix model.

Statement of the task. The article aims to analyze the main methods for assessing the investment
attractiveness and identify their imperfections.

The main material of research. Methodological research of investment appeal should be based on the
logic of investment decisions, which implies investment where more favorable investment conditions are evident
[2, p. 56]. Since the ideal conditions in actual practice do not take place, such decisions are made, usually by
selecting a suitable option among a set of possible ones. Having this in mind a logical framework of search,
selection and investment decisions is developed based on the comparison, using the algorithm selection — first of
all investor chooses a country of investing on the basis of intergovernmental evaluation of investment
attractiveness, then the branch based on inter-sectoral assessments, further the region - and so on to the level of
a single project. This model of finding solutions to the group of investors with uncertain in advance objectives can
be considered the most optimal, because it allows the investor with diverse interests and capabilities to assess the
attractiveness of investment in each level: country, sector, region, company, project, etc.

Evaluation of investment attractiveness, which is the link between the analysis stage and the stage of
decision-making about investment, is an integral characteristic of individual enterprises as the objects of a
prospective investment from the standpoint of sustainability, efficient use of assets and their liquidity and a
number of other indicators. A comprehensive evaluation of investment attractiveness must include all the
components of this concept, namely, absolute and comparative methods for determining attractiveness of an
enterprise as an investment object [3, p.146].

The legislation of Ukraine on the basis of the methodology for determining the investment
attractiveness of the company uses the Regulation "On the procedure of analyzing the financial situation of
enterprises that are to be privatized”, and also the Methods of integrated assessment of investment
attractiveness of enterprises and organizations, approved by the Agency for the Prevention of bankruptcy
23.02.97 [4, p.59].

However, existing methods for determining the level of investment attractiveness, not in all cases meet
the needs of investors in an objective, impartial, effective and sufficient to make a decision information.
Trying to fix certain flaws has led to the creation of various methods of relative evaluation of investment
attractiveness.

Today, a large number of methods are formed both, for determination of investment attractiveness of
individual companies and ranking them together as required by the investor [5, p.70].

However, it should be noted that all factors are equally important. Through evaluation of
attractiveness, an integrated approach needs to be adopted, that provides an analysis of all the factors
taking into account their interrelation and mutual bonds [6, p.124].

Describing the system of performance indicators of investment attractiveness, in our opinion, is
possible when meeting the following conditions:

1) the number of indicative parameters that directly affect investment decisions should be limited;

2) for calculation of required data it is necessary to use public financial and statistical reports, and
minimize the use of inside information;

3) implementing of rating of the company is possible both in relation to other businesses, and in time.

In accordance with the above principles the system of factors for investment attractiveness was
formed, that includes [7, p.82]:




1) financial indicators (measurement of financial performance of the company, liquidity, solvency,
business activity, profitability);

2) social security indicators (productivity, turnover, rate of the quality of the staff);

3) information factors (coefficient of the cultural level of the personnel, availability of quality certificates
for goods (services), quality factor of debt).

All groups of indicators to measure the investment attractiveness of enterprises and organizations, as
well as indicators placed in these groups are assigned, depending on their weight, the corresponding
numerical values. As well as the boundary values of indicators, the validity can be adjusted. The specified
validity is derived from the time of its political and social situation and other factors, so this characteristic has
a probable origin.

Most similar to the proposed analysis method of investment attractiveness is a method of the sum of
the coefficients. We believe that this method is one of the most promising among integrated models that
determine investment attractiveness. Taking it as a basis and taking into account some of the features, let's
consider the following method for determining the investment attractiveness of enterprises entitled the
complex group factors.

On the basis of the financial and accounting reports of PISC "Poltavakonditer" 5 sets of indicators of
investment attractiveness were designed (indicators of performance of property evaluation, indicators of
performance assessment of financial stability (solvency); indicators of performance evaluation of liquidity,
indicators of profitability performance evaluation; indicators of performance evaluation of business), the
calculations of which are summarized in Table 1.

Normally, when learning of the investor with the investee and determining the potential of return on
investment group the following indicators to measure the economic status of the invested object are used.
But a group of indicators for assessing financial stability (solvency) of the invested object is a priority during
the financial justification for investment projects, as well as other matters relating to the availability, allocation
and use of funds. In order to determine the level of financial viability parameters that are evaluated
characterize the supply of reserves and expenses by related sources of their formation. The group of liquidity
analysis helps enterprises identify the opportunity to meet the obligations of its assets, the term
transformation in which into the funds corresponds to the period of repayment obligations [8, p.33].

Table 1
Indicators of investment attractiveness PJSC "Poltavakonditer”
in 2009-2011 year *
Parameter value Deviation 2011 y. to
Name of indicators 2009 year
2009 year | 2010 year | 2011 year Absolute | Relative%
Performance evaluation of property invested object
Rate of depreciation 0,4227 0,4289 0,4801 0,06 13,58
Coefficient update 0,1098 0,1561 0,0457 -0,06 -58,38
Factor departure 0,0079 0,0016 0,0080 0,0001 1,27
Performance assessment of financial stability
Coefficient of autonomy 0,74 0,78 0,81 0,07 10,13
Rate financing 0,36 0,29 0,23 -0,12 -36,11
Coefficient of financial dependence 1,25 1,77 2,11 0,87 69,43
Rate debt 0,19 0,19 0,24 0,05 9,28
Debt ratio 0,29 0,23 0,32 0,3 10,34
Coefficient of investments 2,14 2,38 2,10 -0,04 -1,87
Mobility rate of equity 0,45 0,50 0,49 0,04 9,28
Performance evaluation of liquidity
Overall liquidity ratio 2,25 2,77 3,11 0,87 38,54
Quick Ratio 0,66 0,71 0,78 0,12 21,43
Absolute liquidity ratio 0,17 0,19 0,23 0,05 35,29
Performance evaluation of profitability
Return on total capital 17,92 4,44 7,19 -10,73 -59,87
Return on equity 15,48 2,98 6,61 -8,87 -57,29
Return on economic resources 12,90 3,18 5,03 -7,87 -61,03
Product Profitability 10,22 3,10 4,63 -5,59 -54,67
Performance evaluation of business activity
Productivity 548,50 666,13 787,07 238,57 43,50
Assets 3,43 3,19 3,13 -0,30 -8,81
Turnover of current assets 1,93 1,77 1,77 -0,15 -7,98
Turnover of stocks 3,24 2,97 2,81 -0,42 -13,05
Turnover of equity 1,93 1,77 1,77 -0,16 -8,29

Source: calculated by authors and based on financial or accounting statements



When investor is analyzing potential return from investments should be used the corresponding group
of indicators to measure the economic status of the invested object. Note that the group of indicators to
measure financial stability (solvency) in investing object is a priority during the financial justification for
investment projects and is able to solve other tasks which relates to the availability, allocation and use of
funds. Determining the level of financial viability is evaluated indicators that characterize the suppleness of
reserves and expenses related to sources of their formation. Analysis Group liquidity helps enterprises
identify the opportunities cover the enterprise liabilities in its assets, where period of conversion into cash is
equal to the period of repayment obligations.

Thus the data in Table 1 indicates that all of the group parameters are sufficient to determine the total
integral index of investment attractiveness. If necessary, the number of parameters is adjusted. With the help
of expert evaluation it is possible to determine the significance of group of indicators, and validity of
indicators in groups. Summary measure of the rating of the company will have the following formula for

calculation:
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where:
- eij, bij, dij, lij, pij, wij - the value of the i-th rate of the group of indicators of financial performance,

liquidity and solvency, business activity, business profitability, social security information on factors j-th
enterprise;

- maxe;, maxd;, maxl;, maxjp;, maxw; - the maximum value and the second parameter in the
corresponding group performance;

— normbi - standard value and the second parameter in the group of indicators of financial stability
and liquidity;

- nl, n2, n3, n4, n5, n6 - the number of parameters in the group of performance indicators;

- Ki —validity coefficient of indicators: K1=0,1; K2=0,3; K3=0,2; K4=0,2; K5=0,1; K6=0,1.

For PJSC "Poltavakonditer" general indicators of rating is 2,3. For this enterprise it is a satisfactory
result, but its meaning is not the best compared to the possible outcomes of this method. It indicates the
average level of investment attractiveness, which is supported by the financial condition at the time of
analysis.

Given the large number of approaches and methods for determining the attractiveness of enterprises,
it is necessary to resort to their comparative evaluation, which in practice will make the right choice of the
methodological approach and form an objective description of the company.

To ensure the comparability of the financial attractiveness of different companies a matrix of prior
justification of investment priorities can be used.

More time-consuming and difficult is the matrix modeling that involves the formation of a certain
integral index, which will allow to assess the number of different indicators of economic activity.

At the first level of this model an objective investment task and content of its decision is determined.

At the second level, we performed complete information support that is needed to solve the
investment problem. To do this, we used financial and statistical reporting.

At the third level it is necessary to analyze a set of indicators that we believe fully characterizes the
investment attractiveness of the company. To display the investment attractiveness of PJSC
"Poltavakonditer" we use matrix form which provides convenience and clarity in the interpretation of the
relevant results.

Consideration of indicators is carried out by a the matrix E01, E02, EO3, the number of lines is
determined by a number of quantitative indicators that assess the financial position and the number of
columns of the matrix - the number of components that provide the correct definition of the relevant
guantitative indicators.

All elements of the matrix based on matching the actual values of the target range of enterprise values
or desired changes in trends are emerging as 0 (no match) or 1 (match).

According to the results of the calculation parameters, which are elements of the matrix, the stability of
the financial condition of PJSC "Poltavakonditer" is defined as the main characteristic of investment



attractiveness in the long and short term. The maximum value of the integral evaluation of investment
attractiveness equals to the total number of indicators that were taken into consideration in all groups.

For PJSC "Poltavakonditer" system of indicators of investment attractiveness can be used such a
scale of qualitative interpretation of quantitative characteristics of the matrix: if the amount is less than the
matrix elements E < 2, the company has a financial crisis situation; if the sum of the elements of the matrix E
is in the range of 3 to 8, the company is not stable financial position, and if the sum of the elements of the
matrix E is in the range of 9 to 12, the company has a stable financial position. Table 2 lists the specific
values of PJSC "Poltavakonditer" and corresponding indicators as elements of a matrix evaluation of
investment attractiveness.

Table 2
Indicators matrix model assessment of investment attractiveness
PJSC "Poltavakonditer" in 2009-2011 year*
Year
2009 2010 2011
Name of indicators condjtipn is condjtipn is condjtipn is
value satisfied value satisfied Value satisfied
yes (1) no (0) yes (1) no (0) yes (1) no (0)
Rate of depreciation 0,4227 1 0,4289 1 0,4801 1
Coefficient update 0,1098 1 0,1561 1 0,0457 1
Factor departure 0,0079 1 0,0016 0 0,0080 0
Coefficient of autonomy 0,74 0 0,78 1 0,81 0
Rate financing 0,36 0 0,29 0 0,23 0
dCoefﬂuent of financial 1,25 1 1,77 1 211 0
ependence
Rate debt 0,19 1 0,19 1 0,24 1
Overall liquidity ratio 2,25 1 2,77 1 3,11 1
Absolute liquidity ratio 0,17 1 0,19 1 0,23 0
Return on total capital 17,92 0 4,44 0 7,19 1
Return on equity 15,48 0 2,98 0 6,61 1
Product Profitability 10,22 0 3,10 0 4,63 1
Assets 3,43 1 3,19 1 3,13 1
Turnover of current assets 1,93 1 1,77 0 1,77 1
Turnover of equity 3,24 0 2,97 0 2,81 0

Source: calculated by authors and based on financial or accounting statements

Given the data in Table 2 we obtain the matrix of investment attractiveness of PJSC "Poltavakonditer"
for years:

111 110 110
_ 001 N 010 _ 000
E 01= 111 EO2= 111 EO3= 110
000 000 111
Thus, t the scale of corresponds ti n average

during this period, the amount of matrix elements for the annual data was 7. So PJSC "Poltavakonditer" has
a not stable financial position and the average level of investment attractiveness of the period that is
analyzed. However, during the calculation using the same following method it is not included that single
calculation of financial indicators is not enough to show the company in terms of attracting investment.

Conclusion and further studies. Summing up the above it can be noted that the calculations using
the methods of the sum of coefficients matrix method and evaluation of investment attractiveness suggest
that at this stage of PISC "Poltavakonditer" is not quite investment attractive. But, for the objectivity of the
analysis we must take into account that:

- current measures of value creation (its capitalization) do not appear in the firm's tangible assets,
and the records of intangible assets of domestic enterprises are at the beginning level,

- financial indicators provide a retrospective analysis of results, but cannot predict the prospects of
the company;

- the financial statements have either very general or functional nature, which does not reflect the
marginal processes that usually are the most important in the organization;




- focus on short-term profits by creating long-term value may lead to a critical resource optimization
of firm;

- the financial statements by their nature are an abstraction.

Of course, the method of the sum of the coefficients and matrix methodology of evaluation of
investment attractiveness does not fully determine the attractiveness of an investment company, it may only
be used in addition to the methods of evaluation of investment attractiveness. However, we should not forget
that its use may be a significant factor in management decisions of the lender or the investor during
investment processes in the company.
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Skryl V.V., Lyba K.S. THE INVESTMENT ATTRACTIVENESS EVALUATION ENTERPRISES OF UKRAINE

Purpose. The article aims to analyze the main methods the investment attractiveness evaluation enterprises and
identify their imperfections.

Methodology of research. During the study used a variety of modern scientific methods. There was used
absolute and comparative methods for determining attractiveness in the study. Moreover, it used summary of information
and literature to explore the experience in definition of investment attractiveness enterprises. In order to compare
methods for determining the investment attractiveness, it based on sum coefficients method and matrix method.

Findings. It assessed the investment attractiveness in PJSC "Poltavakonditer" and developed proposals for its
improvement in modern conditions. It analyzed the international practice of investment attractiveness evaluation
enterprises. It was determined that an objective reflection of the company must consider not only on its financial
performance. It should calculate the investment attractiveness with using a rating evaluation and matrix method.

Originality. It proved even though positive dynamics of PJSC "Poltavakonditer" it conveys some problems.
According to conditions as the limitations of quantitative parameters indicative; using only data of public accounting and
statistical reporting; minimizing the use of inside information; the opportunity of implementation company rate will make it
possible to execute a comprehensive approach of definition investment attractiveness.

Practical value. The practical significance of the results is the possibility of using proposed theoretical and
practical developments concerned the definition of investment attractiveness. It justified the effectiveness of using
multiple methods in determining attractiveness. It formulated series proposals that will contribute to an objective analysis
in the enterprise.

Key words: investment attractiveness, enterprise, investor, investment project, sum coefficients method, matrix
method, financial performance.



