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Setting the problem . In the current economic environment effective functioning of the enterprise is
impossible without introduction of new quality management decisions that would improve the level of
competitiveness, ensure long-term growth and stability of business. It is necessary to focus on those
elements of the production business system that that would maximally take into account the full range of
factors and impact on the results of the strategic functioning. One of these factors is the cost. There are a
significant number of approaches, concepts to increase cost of the enterprise, including that fact that the
study of the cost as effectiveness criterion for management of capital of the enterprise has special interest. In
this context, there is an element of uncertainty, namely: which cost is meant — market or fundamental. The
basis for the formation of the fundamental cost is the competitiveness of the enterprise and the factors of
growth — investment activity and attraction. In turn, a number of factors influence on the formation of market
cost relating to the provision of information about the business and are not by controlled to the management
of the enterprise.

The analysis of recent research and publications . Scientific issues of cost as criterion of efficiency
of capital management was investigated in the works D. Volkov [1], H. Arnold [2], R. Brealey [3], T. Copeland
[4], A. Damodaran [5], C. Walsh [6], S. Mordashov [7], I. Yegerev [8]. The issue of cost of the enterprise has
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become a powerful development in studies of scientists in the former Soviet Union I. lvashkovskaya [9],
M. Kudina [10], O. Yakovleva [11], O. Mendrul [12], O. Mnykh [13] etc.

Analyzing the main approaches from the standpoint of cost and oriented management, it is necessary
to pay priority attention to the flexibility of each approach, the possibility of adapting to change, features for
formation of resource support for implementation of innovations their coordination with the strategic goals of
the enterprise.

Therefore, from a scientific and practical point of view the need for deeper study of the relationship is
actualized between the cost and the capital of the enterprise, which, according to many scientists, the most
fully meet modern conditions of the enterprise functioning.

Setting the objective. The aim of the article is integration of fundamentally and valuation approach in
practice of determining the effectiveness of capital management of the enterprise.

The main material of research . The results of systematization of scientific approaches to determining
the nature of capital allowed to set that each from the represented interpretations in economic theory
contains characteristics of specific aspect, each approach highlights the part of truth about the capital, but
did not disclose fully its economic nature, confirming the complex content of the category. Transformation of
the content of the capital describes the development of forms, functions, conditions and methods of
accumulation, which leads to changes in its internal content and structure. No sense to emphasize the
respectable state of specific approach in the content interpretation of capital. Each approach complements
the general characteristics of researched category with new of high-quality cut that is detected at the
appropriate stage of development of economic theory. The true essence of capital is at the intersection of
existing approaches and the legality of their use depends on that perspective, where particular scientific
problem is considered.

The results of research of the evolution of the content of the capital of the enterprise in modern
conditions of development can determine its inherent characteristics: capital is a cost and neglect of this
aspect would not allow for capital to perform its functions, including basic — reproductive; only the cost
becomes capital, which can ensure its growth in the future, otherwise the cost becomes a commodity, means
of treatment or payment. In order to act as capital, any asset (resource, means, etc.), including money,
should be valuable and have the investment nature, that provide growth of the nested cost.

Research of the category “capital of the enterprise” in modern scientific literature allows with a certain
degree of conditionality to systematize it according such approaches: accounting and analytical (accounting
approach), financial and economic. The essence of the capital of enterprise has changed in the process of
evolution of the accounting from the identification with financial results (in-office approach) to aggregation of
own and borrowed funds (evolutionary and adaptive approach).

View on the capital of the enterprise is widespread within the financial approach as the form for
organization of financial resources, which has the following two inherent characteristics: participation in real
economic activity; the ability to generate revenue that in the context of the modern theory development of
corporate finance is modified in the ability to form added cost of the enterprise. The content of the capital of
source of income”, “

the enterprise within the economic approach is too ambiguous — “value”, “cost”,
“initial amount of money”, “resources”, “factors of production”, etc.

Resource, cost and target aspects were laid into the basis of the disclosure of the essence of capital of
the enterprise as the object of economic management. It allowed expanding content outlines of it research
based on the implementation of scientific achievements of modern theories of strategic management and
valuation and oriented management, which determine the maintenance for stability of competitive
advantages and augment value of the business.

The driving force in the development of the enterprise is its competitiveness, which forms the core of
cost and provides satisfaction of the interests for entities of economic relations. The enterprise as an
organizational form of capital can provide permanent augment of cost only on the basis of the
implementation of this function.

This caused the necessity of expansion of the traditional approach to disclosure the essence of capital
as an economic resource (production, investment, financial) introducing strategic contour of research that
leads to change of the conceptual approach to the study of the cost as effectiveness of criterion of capital
management of the enterprise.

It should be noted that the following models of value management of the enterprise from the viewpoint
of insuring the effectiveness of its development are traditionally considered as classics in the modern
scientific literature: A. Rappoport’s factor model [14]; model based on identifying the spread of capital
productivity [2]; (TheKey-Value-DriverModel — KVDM), which is proposed by R. Brealey and S. Meyers [3];
the model of such scholars as Tom Copeland, Tim Koller, Jack Murrin [4], who consider cost as the full
extent of the effectiveness of business management from two perspectives: as a set of tangible and
intangible assets and in terms of determining the spread of performance (profitability of the capital);
A. Damodaran’s approach [5], according to which methodology of the discounted cash flow allows to select
four ways to value formation (increase cash flow generating assets; increasing growth rates of cash flow due
to increased reinvestment of profit and increasing return on invested capital (quality of investments);
increasing the duration of the period of high growth rate; implementation of appropriate measures to reduce
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the cost of capital by reducing the operational risk of invested capital, changes in the proportions of debt
financing or changes in the conditions of capital raising); C. Walsh’s model [6], which is based on a balance
between profit, asset and growth; S. Mordashov’s model [7] is based on a sensitivity analysis of factors that
form the cost; I.A. Yegerev's model [8] is based on the assessment of the impact of parameters of financial
and production cycles on the enterprise value.

Listed models are characterized by their unique value and fundamentality. You can confidently call them
as a classic theory of value management. More system (integrated) models of management of the cost of the
enterprise on the basis of capital factors are presented in the modern economic literature on their basis. The
system of integrated management of value was proposed by dr.sc.(e on.) I. Ivashkovska [15]. The
development, refinement and additions of the theoretical and methodological basis of business management
based on its value gained in the scientific researches of such scholars as: dr.sc.(e on.) M. Kudina [10],
dr.sc.(e on.) A. Yakovleva [11], dr.sc.(e on.) A. Mendrul [16] and dr.sc.(e on.) A. Mnych [13].

It should be noted that approaches to value management, which are described in scientific works of
determined authors, based on the fundamental provisions that were assigned to classic by us. However,
modern scholars have greatly expanded the scope of application of basic fundamental models.

So dr.sc.(e on.) Ivashkovska I. [15] explores issues of augment value for financial and non-financial
carriers of capital taking into account features of the development of innovative economy. The developed
system of integrated value management implemented in the concept of harmonious company and its
characteristics, which include a new type of capital structure; architecture of the capital in the context of its
species as financial, intellectual and social; harmonization multi-factorial interest of financial and nonfinancial
stakeholders in the space of interaction certain types of capital; formation of network interactions of
stakeholders as a strategic factor in the company’s value; the formation of a special group of investment risk
— stakeholder risk that prevents the creation and growth of intellectual and social capital.

The fundamental and cost concept of the company, which reflects the formation of its value in the real
economy and the mechanisms of its growth in the context of globalization and unstable market processes,
was substantiated by dr.sc.(e on.) M. Kudina [10].

Dr.sc.(e on.) A. Mnych [13] developed a theoretical and methodological provision of value formation of the
enterprise and substantiated methodological approaches to strategic cost management in accordance with the
requirements of socially responsible business and market situations.

The approach to the study of the cost as effectiveness criterion of capital management is different by the
principal scientific novelty, which developed in scientific writings of such scholars as: cand.sc.(e on.)
N. Shevchuk [17] and cand.sc.(e on.) V. Bukhanets [18]. The resource concept of the theory of strategic
management and the concept of fundamental value of the theory of valuable and based management are the
theoretical basis of research of indicated scientists. Regardless of the foreshortening of the investigated issues
(N. Shevchuk explores issues of fundamental value as a criterion of efficiency of business management and V.
Bukhanets indicates that fundamental value is the result of processes of capital formation at the enterprise).
The strategic approach to the appropriate range of scientific issues, based on a providing the ability of the
enterprise to form value added / value was laid in scientific works of both authors. Sources for determination of
such ability scholars see in the inner nature of the enterprise, defined intellectual (cognitive) parameters of its
activities and mechanisms to ensure this ability are priority in the strategic plane.

Absolutely supporting this scientific position, it should be emphasized that the intellectualization is the
dominant trend of modern processes of capital formation, which are inherent in such properties. Firstly, the
intellectual component may include fixed formal components, such as intellectual property, licensing agreements
and franchise agreements and at the same time — not fixed in the legal field, such as corporate culture, innovative
potential of staff, etc. Secondly, the intellectual aspect describes the components that form the premise of value
creation, such as network relationships, professional competence, and at the same time — the results of this
process, such as customer loyalty, brands, etc. Besides, intellectual and no less important is the social
component of processes of capital formation, which includes a set of norms, values, skills and ability to self-
development and co-operation.

In modern academic literature, the role of social factors in the context of the goals for development of
modern enterprises is analyzed in perspective of availability assets for quality of relations and the cognitive
aspects which lie in the ability to realization of common goals, the degree of unity of values and
representations. The social aspect of capital formation in the corporate context is characterized by the ability
to generate cost in several areas. Social parameters through relationships of trust and shared values can
influence the reduction of transaction costs with customers, partners, searching for personnel, increasing
corporate culture, which in turn, helps accelerate business processes.

Thus, the emergence of sustainable, systematic no financial contour of capital formation fixes
differences in the process of forming cost and management that is focused on its increment and means
significant changes in understanding the mechanism of formation of value enterprise, which is connected
with shift of efforts “from the process of assigning resources to the process of creating a product” to the
“creation of the resource in the form of intellectual and social capital in the process of creating a product”.
Also, there is a need to expand the boundaries of the cost analysis of capital that acts as a catalyst for
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change of ideas about content and analytical tools. These circumstances determine the feasibility of the cost
analysis model of capital towards addition of financial measurements of strategic capital.

Interdisciplinary of problematic of strategic context for effective management of capital actualized the
need for a systematic approach by the criterion of fundamental value, the feature of which is: in its structure
the system of capital management has many dynamically different elements; there are patterns of changes
in the properties of such system, there is no predictable of correlation between the state of the elements in
the past and the future, it is problematic to predict the outcome for functioning of the system. Using modern
theoretical basis of theories of finance, strategic management and theory of value of the enterprise,
considering indicated features, allows determining such promising aspects of research problematic of
determining the effectiveness of capital management on the basis of fundamentally and valuable analysis:
efficiency of capital management as a financial and strategic resource of the enterprise.

The economic logic of disclosure of the effectiveness of capital management as financial resources
can be represented as shown in Figure 1.

RESOURCES Strategic mechanism of
implementation
YYYY VY VY
FINANCIAL MANAGEMENT STRATEGIC MANAGEMENT
Capital as a f inancial
c resource Capital as a strategic B
A resource U
P /\ S
| /\ |
T Expenditures Profitability - N
A on the capital (ROI) Transformation of E
L (WACQC) Formation and resources on the s
| development of basis of s
7z — organizational organizational
A Spread of profitability capabilities capabilities in the M
T (productivity) of models of value o
| capital configuration D
(0] T E
N L
\ 4 v
The added value of Competitive advantages ]47
enterprise

FUNDAMENTAL VALUE

Fig. 1. The economic logic of the effectiveness of capital management as financial and strategic
resource of the enterprise
Source: author development

Thus, the level of its costs (Capital Cost) is determined at the stage of capital formation, which takes
into account the effectiveness of financial decisions regarding policy of asset financing, dividend, emission
and investment policy of the company.

In addition, the level of investment attractiveness and market efficiency of processes of capital
formation at this enterprise is determined in this aspect, which is manifested in such categories as cost
(spending) of its own and debt capital.

During the process of functioning of capital opens its production and strategic nature that is
characterized by the company’s ability to generate income flows (cash flows). The capacity for producing is
formed not only by the productivity of existing traditional resources as determined by the level of the
effectiveness of combinational activity that in strategic management theory is recognized as the fundamental
basis of all organizational actions.

Dr.sc.(e on.) B. Katkalo emphasizes in the studies that “... the organizational capacity built into the
routines, processes and culture of the enterprise and therefore are sustainable on the market and more
important for success in the competition than any possession of valuable resources — material (real estate,
production facilities, availability of raw materials and so on) and intangible (reputation, brands, patents, etc.)”
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[19]. According to the logic of resource concepts of strategic management theory we can say that the sources
for development of organizational ability are in cognitive and mental aspect and the problems for determining
the effectiveness of the management processes of capital formation shifts into the strategic plane.

Conclusions and further research.  Summarizing the content essence of mentioned considerations,
we can identify a set of promising research issues, research of which significantly deepen not only the theory
of effective management of capital of the enterprise, but also expand the boundaries of the use of
fundamentally and valuable approach in practice of functioning real business structures:

- formation of such management reporting of enterprises that would meet the needs of modern
business analytics in terms of initial information base to make objective assessments of parameters that
determine the fundamental value of the enterprise;

- substantiation set of analytical tools that, on the one hand, would be simple in from the perspective
of settlements, on the other — clear and informative from the position of evaluation of the fundamental value
of the enterprise;

- formation of methodological approaches for conducting formal evaluations determinant for formation
of fundamental value (cognitive, mental) that are amenable to quantitative evaluation difficult, but becomes a
priority in terms of impact on the formation process of added value in business.
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