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The problems of analytical evaluation of economic entities’ efficiency amid complexity
and instability of the market environment have been examined in the article. Meeting
the changing information needs of investors and analysts, as well as the improvement
of financial analysis methods according to the management demands, the issue of the
formation of key indicators system aimed at the analysis and objective assessment
of business efficiency is relevant. Within the set objective economic essence of the
efficiency has been revealed, characteristics of the methodological approaches to
the efficiency analysis and evaluation have been provided: traditional, multifactorial
and based on the concept of performance management. It has been found out that
to form the system of indicators for efficiency evaluation, it is necessary to take
into account the form of ownership, industry characteristics, goals of enterprise’s
development and stakeholders expectations. The methods and analytical indicators
of the traditional approach typical in the local context have been analyzed, its
strengths and weaknesses have been clarified. Taking into account that the methods
of business economic efficiency evaluation are being developed and improved, the
characteristics of EBITDA and OIBDA indicators and their main differences have
been specified. The indicators’ advantages and disadvantages have been systematized
and the significance of cash flow analysis as the criterion of solvency and enterprise
development have been revealed. The relevance of traditional and modern foreign
methods and indicators combination for the complete and objective business
efficiency evaluation have been presented.
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penrabensHicTh, EBITDA,
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VY crarTi AOCTIKEHO TPOOIEMH aHANITHYHOI OINHKH e()eKTHBHOCTI isITBHOCTI
Cy0’€KTiB TOCIIONAPIOBAHHS B YMOBaX YCKJIAJHCHHs Ta HECTAOLIBHOCTI PHHKOBOIO
cepenoBuiia. I3 3MiHOMO iH(MOPMAIIHHUX MOTPed IHBECTOPIB, AHAITHKIB, YIOCKO-
HAJICHHSAM METOMIB (piHAHCOBOTO aHAaTi3y y BIIIOBIZHOCTI MO 3alUTIB CHCTEMH
YIIPaBJIiHHS, aKTyaJbHUM € MUTaHHs (POPMYyBaHHS CHCTEMH KJIIOUOBHX MOKA3HHKIB
JUTSL aHAJTI3y Ta 00’ €KTHBHOI OIIHKH e()eKTUBHOCTI JIsUTBHOCTI MIIPHEMCTB. Y pam-
Kax MOCTaBJICHOI METH PO3KPUTO CYTHICTh ¢)eKTUBHOCTI B CKOHOMIYHOMY aCIIeKTi,
HAJIAHO XapaKTEPUCTHKY OCHOBHAM METOAMYHMM IIJIXO/aM [0 aHAi3y Ta OUIHKH
e(eKTHBHOCTI ALSUIBHOCTI: TPaJHLiiHOMY, 6arato(akTopHOMY, Ha OCHOBI KOHLCTILIT
ympasmiHHs pesynsratamu (Perfomence Meneqment). 3’sicoBano, mo st popmy-
BaHHSI CUCTEMH IOKa3HHKIB OLIHKU €(EKTUBHOCTI JIsIIbHOCTI, HCO6XiJj[HO BPaXOBY-
BaTH (POPMY BIIACHOCTI, raTy3eBi 0COOMMBOCTI, Il PO3BUTKY IMiJAPHEMCTBA Ta OYi-
KyBaHHS 3allikaBlIeHUX CTOpiH. [IpoaHasi3oBaHO METOIH Ta aHATMITHYHI TTOKa3HUKH
TPAJILIMHOTO MiJIXO/Y, 10 HaiyacTillie 3aCTOCOBYEThCS Y BITUYM3HSHIN TPAKTHII 1
3’5ICOBAHO TX CHIIBHI Ta CJIa0Ki CTOPOHHM. Y 3B’SI3KY 3 THM, 1[0 METO/IM OLIHKH €KOHO-
MIYHOT e)eKTUBHOCTI JisUTBHOCTI IiANPHEMCTBA HPOJOBXKYIOT PO3BHBATHCS Ta YLIO-
CKOHAJIOBATHCS, HAIaHO XAPaKTEPUCTHKY Taknx moxasnukis sk EBITDA, OIBDA,
YTOYHEHO iX OCHOBHI BIIMIHHOCTI. CHCTEMATH30BAHO [IEPEBArH I HEJIOJIKH KOXKHOIO
3 [IUX MOKA3HHKIB Ta PO3KPUTO 3HAYMMICTH aHaJIi3y I'POIIOBHX TTOTOKIB SIK KPHTEPIIO
IUIATOCIPOMOYKHOCTI Ta PIBHSI PO3BUTKY HirpuemcTBa. OOrpyHTOBAHO JAOLIBHICTD
TO€THAHHS SIK TPAAUIIINHAX TaK 1 Cy4aCHHUX 3apyODKHUX METOIB Ta TIOKA3HUKIB JIIS
TTOBHOI Ta 00’ €KTUBHOI OIIHKHM €(PEKTHBHOCTI IisUTHHOCTI i IITPHEMCTBA.
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Statement of the problem

Nowadays ensuring the efficiency of business activities
is the priority of enterprise management. Efficiency is an
important principle for business entity competitiveness and
the ability of its strategic innovation development. There-
fore, the management system must respond quickly to the
negative external and internal environmental factors to off-
set them. And this in turn requires timely analytical infor-
mation on the rational use of all its resources, company’s
potential and profitability. Profit is an important source of
capital formation, financial sustainability and solvency. It
performs the protective function of an enterprise, namely it
resists the threat of bankruptcy and acts as the background
for the growing market value. However, current market
development reveals that businesses are not profit-seeking,
as profit is one of the principles of entering the market,
i.e. business entities consider not only profit itself but also
methods to gain it ensuring business efficiency. Grow-
ing and ensuring performance management efficiency is
impossible without its complex evaluation. The results
of the evaluation allow to estimate scale and changes in
management, to make rational management decisions to
improve and maintain managerial efficiency and to choose
methods and tools for business management.

Analysis of recent studies and publications

Ukrainian and foreign scholars pay considerable atten-
tion to the issues of analytical evaluation of the business
entities efficiency. Blank L.A. [1], Grechko A.V., Gre-
chukhin A.S. [3], Matyukh S.A. [5] and Pilipenko S.M. [6]
were mentioned in this article. Lobodzynska T.P. [4] and
Busler A.G. [2] dedicated their papers to the peculiarities
of foreign methods application for performance manage-
ment evaluation. J. Strong [2] studied the significance of
cash flow analysis and insisted on performance evaluation
by cash flow criterion. Despite the importance of the exist-
ing scientific research, there are still some relevant contro-
versial issues that need further improvement. There is the
need to choose from a large number of analytical indicators
those that are really able to provide comprehensive infor-
mation to assess business efficiency.

Objectives of the article

The objective of the article is to study and generalize
theoretical and methodological approaches to present busi-
ness performance evaluation and prove key indicators of
analytical evaluation which will contribute to the efficient
business management.

The main material of the research

Efficiency analysis and evaluation occupy an important
place in managerial system being information background
for the development of strategic and tactical goals of an
enterprise. The concept of "effect" as an economic cate-
gory reflects the excess of performance over costs, i.e. it is
a form of result. There is no consensus over the essence of
the "efficiency" concept, but most authors [3; 5; 6], define
the concept of "efficiency" as the ratio of effect to costs
or resources put for obtaining this effect. Thus, in general,
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efficiency is an economic category that reflects correla-
tion between performance and invested resources. The
resources are put either in a certain amount at their original
cost, or as part of their cost in the form of production costs
or resources consumed.

Business efficiency as an economic category reflects
the compliance of the actual result to the desired one, that
is, it is the extent organization meets its goals and its ability
to operate in a competitive environment. Efficiency in this
case is applied to justify business decisions and for analyt-
ical evaluations [6, p. 453].

It should be noted that when evaluating the perfor-
mance, the "efficiency" concept is considered differently,
including economic, organizational and social efficiency.
This accordingly affects the choice and formation of the
system of performance evaluation indicators. All types of
efficiency are interconnected and interdependent: higher
economic efficiency contributes to the growth of other
types of efficiency; social efficiency combines the proper-
ties of economic and organizational efficiency and is aimed
at meeting the needs of employees.

Economic efficiency is a category used to assess eco-
nomic performance of an enterprise if to compare to the
efforts associated with the activity. Economic efficiency is
the main qualitative determinant of businesses economic
growth, as it provides its absolute performance growth
with the same efforts [7].

Efficiency evaluation is the method to determine per-
formance efficiency of an enterprise and its divisions on
the basis of indicators system to calculate the extent of
tasks meeting. Besides, efficiency evaluation is an effec-
tive tool for information and analytical support of manage-
ment activities of an enterprise, which is based on certain
criteria and indicators. The issue is to form the system of
indicators that will be most informative for analytical eval-
uation, as well for the description of higher performance
efficiency. It should be mentioned, that today there is no
single approach to the assessment of business efficiency,
so each company based on its ownership, field, purpose of
evaluation (assessment of business development, assess-
ment of capital investment) and the goals of stakeholders
(consumers, owners, shareholders, staff, suppliers, part-
ners), forms individually the appropriate system of indica-
tors to evaluate its performance efficiency.

Typically, companies use traditional financial state-
ments to analyze performance — Balance Sheet (Statement
of Financial Position) and Statement of Financial Perfor-
mance (Statement of comprehensive income). These two
reports are used by companies to examine their organ-
izational health by comparing actual results with past or
planned or industry averages. Based on these results, com-
panies make changes in their activities to get better perfor-
mance in the future. This type of accounting and business
analysis refers to GAAP, which is a common account-
ing practice widely recognized in business management
[8]. Scholars like Grechko A.V., Grechukhin A.S. and
Pilipenko S.M. [3, 6], distinguish the following method-
ological approaches to performance analysis: traditional,
multifactorial, performance evaluation based on the con-
cept of Performance Management.
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Traditional approach is based on Du Pont classic
model. It characterizes the return on equity and applies two
groups of indicators for efficiency evaluation, namely first
level summary indicators, which reflect business efficiency
in general. When studying, the performance indicators are
compared with the costs of all resources, which are indica-
tors of the second level. The latter evaluate the efficiency
of certain enterprise resources [3]. Local analytical practice
of efficiency analysis is based on the traditional approach
of the return evaluation.

The return is defined as business’ ability to gain profit using
its resources; it is an economic tool that underlies all managerial
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decisions referring to business management and relations with
business partners; therefore, it acquires the status of the key cri-
terion for economic efficiency evaluation [7]. Thus, the system
of performance evaluation indicators has been identified on
the basis of traditional approach and the essence of economic
efficiency. The latter reflects the extent of material, financial,
labour, natural and other resources application; production of
appropriate value at the lowest cost; achievement of the larg-
est volume of production using resources of appropriate value;
standard of cost to meet set goals (Fig. 1).

As for the multifactor approach, it is rarely used due to
the complex interpretation of aggregate indices.
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Fig. 1. Indices of economic efficiency evaluation of an enterprise
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It should be noted that today amid the situation of risk
and uncertainty, management system expresses strong
demand for the system of informative performance indica-
tors. Thus, the emerging application of the return on equity
capital index led to the modification of the original Du Pont
model. This further allowed to determine the most accept-
able correlation between equity and loan, i.e. to use finan-
cial leverage indicator.

Since the end of the 20-th century, the attention has
been focused on the indicators that allow to evaluate value
based efficiency of an enterprise. This is VBM (Value
Based Management) approach, which is absolutely differ-
ent from the previously discussed methods of performance
evaluation.

The shortcomings associated with the profit as an indi-
cator for the calculation of business performance indi-
cators, were partially corrected by the Economic Value
Added indicator. EVA index was developed by the Amer-
ican company "Stern Stewart & Co". It is used by numer-
ous well-known companies by now. It is based on the key
principle: the company creates added value if its return on
capital exceeds opportunity costs [5, p. 83].

The essence of performance evaluation based on the
concept of Performance Management lies in Balanced
Scorecard (BSC) application, which was developed by
R. Kaplan and D. Norton [9] and includes financial and
non-financial indicators. Return in this case takes back
seat. The system of indicators that uses this method com-
bines most of the existing indicators into certain groups,
which allows to evaluate in more detail businesses’ eco-
nomic efficiency. However, due to the complexity of appli-
cation, this system is inferior to traditional methods of effi-
ciency evaluation.

However, the considered indicators of business effi-
ciency evaluation do not contain enough financial informa-
tion for investors, taking into account the peculiarities of
European integration processes, characterized by instabil-
ity and entrepreneurial risks. Amid growing inflation none
of the profit indicators show the real efficiency position
of an enterprise or forecast the future activities: neither
operating income, nor earnings before taxes, nor earnings
before interest. At the same time, in foreign analytical
practice, EBITDA and OIBDA indicators are often used
instead of earnings to evaluate business efficiency and to
calculate other ratios: return on assets, interest coverage
ratio, return on equity, etc. (Table 1).
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EBITDA is often used for business efficiency
evaluation. This financial ratio is used to determine
company’s overall financial performance. EBITDA is
applied in comparisons with industry counterparts, allows
to track earnings formation at all levels.

EBITDA (Earnings before Interest, Taxes, Deprecia-
tion and Amortization) is analytical ratio of earnings before
interest, taxes, depreciation and amortization [2]. EBITDA
should be measured on the basis of accounting information
obtained from financial statements prepared in accordance
with International Financial Reporting Standards (IFRS),
as international standards almost always reflect the vision
of owners and company management for internal affairs
(the principle of economic over legal form when represent-
ing a transaction). The main advantage of EBITDA is that
it can be used to correctly compare companies operating in
the same industry but having different accounting policies
(for example, depreciation accounting or asset revaluation),
different tax terms or debt burden. When comparing com-
panies of the same specialization, but located in different
countries, it is not enough to apply only net earnings ratio.
Therefore, the use of EBITDA is mainly explained by three
factors: different national tax systems; various methods of
depreciation; assorted loan terms of financial institutions.

Nevertheless, EBITDA has some disadvantages:

— its calculation using financial report ratios needs
additional measurements;

— does not fully reflect company’s cash flow;

— subtracting depreciation by companies with highly
depreciated assets cause drawbacks in financial perfor-
mance.

It should be noted that among the main indicators that
reflect company’s performance, except earnings before
interest and taxes and the already considered EBITDA, the
OIBDA metric is also very popular in foreign analytical
practice. Therefore, let us consider its relevance for the
performance evaluation.

OIBDA is Operating Income Before Depreciation and
Amortization of intangible assets [10]. Thus, this indicator
includes only the income received from continuing busi-
ness activities. That is, OIBDA is not subject to one-off
charges, such as exchange rate differences or tax prefer-
ences. Common use of OIBDA can be explained by its
advantages [4, c. 384]: includes depreciation and amorti-
zation being a transparent ratio, as amortization expendi-
ture is added back into business; excludes non-operating

Table 1 — Characteristics of foreign analytical indices of performance efficiency evaluation standards

Index

Characteristics

EBITDA

The indicator is necessary, first of all, for external consumers of information: investors, analysts and
all those who want to make a comparison between companies of the same field. Cost-effectiveness by
EBITDA is one of the main criteria for business comparisons. From this point of view, this indicator
could be useful for internal information consumers’ own business evaluation: financial managers,
managers and shareholders of the studied companies.

OIBDA

The indicator is closer to the real indicator of business’ return. It is also one of the important
indicators of current financial and economic environment of an enterprise, as it serves to demonstrate
company’s current position, or rather, its ability to pay its debts and raise new loans.

Net cash flow

The indicator shows the extent to which company has the opportunity to raise its value. Analysis
of the structure and dynamics of net cash flow provides an opportunity to review not only financial
environment, but also investment attractiveness.
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income and expenditure, that is OIBDA does not consider
earnings and expenditure of currency fluctuations as for-
eign exchange market is not company’s core activity and
the main source of earnings, then profitability ratios must
exclude these earnings and cost; does not consider cost
cuts as tax benefits.

It is worth noting that running any business today
means its cash flow management. For instance, Blank [.A
considers that the main efficiency indicator is earnings or
growth of company’s equity. In any case, cash flow acts
as the function of efficiency. The main form of company’s
efficiency is its net cash flow, i.e. the difference between a
company’s cash inflows and outflows. The ratio shows the
extent to which a company has the opportunity to increase
its value [1]. The dynamics of this ratio indicates changes
in operating activities, and company’s investment.

Thus, the combination of generalized performance
indicators, resource efficiency indicators, rates of return
with EBITDA, OIBDA and net cash flow will provide
complete analytical information for the reliable efficiency
evaluation of an enterprise taking into account its solvency
and terms of further development.
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Conclusions

The study has revealed that the efficiency is a complex
and multifaceted concept that reflects correlation between the
outcomes and all types of resources pt into the production pro-
cess. Moreover, it characterizes the extent to which it meets
business goals and enterprise’s ability to work in a competi-
tive environment. Both traditional and modern approaches are
used for analytical evaluation of performance efficiency. They
are defined and systematized by their features, advantages and
disadvantages. It has been proved that it is possible to fully
analyze and evaluate the efficiency of an enterprise based on
the indicator system but taking into account the peculiarities
of businesses’ functioning and goals of their strategic devel-
opment. Therefore, traditional methods based on profitability
indicators should be supplemented with modern ones, in par-
ticular: EBITDA, OIBDA and net cash flow indicators, which
will contribute to the objective understanding of an enterprise
performance and provide comprehensive analytical informa-
tion to all stakeholders. Prospects for further research are to
find the ways to improve organization and methodology of
business efficiency analysis using current information tech-
nology incorporated into cost-biased management.
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