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The article deals with the use of financial analysis methods in ensuring the
sustainable development of a small business entity. The concept of sustainable
development of a small business entity has been described and characterized. The
sustainable development of a small business entity has been defined as an
interconnected set of mutually agreed changes in the economic, environmental,
social and other subsystems of an enterprise due to the influence of various factors
of the external and internal environment, taking into account existing and future
needs. Three layers of small business entities have been identified: small business
against poverty; traditional (stable) small business, tigers of small business. The
feasibility of applying different approaches in conducting financial analysis for
representatives of different layers of the small business sector depending on the
specifics of management has been substantiated. For the first anti-poverty group,
the analysis of indicators is crucial, characterizing the growth of the well-being of
business owners in monetary and non-monetary form. For the second group, the
analysis should focus on the assessment of business activity, taking into account
the risks of competitiveness. To analyse the activities of the third group of
companies, attention has been paid to indicators that reflect the factors of the
impact of innovation on financial sustainability. It has been proposed to analyse
the ability of a small business entity to develop sustainably by a group of financial
indicators in five stages. The main task of this analysis is to characterize the causes
of changes in the financial condition of the studied enterprise in order to create
opportunities for change management. Therefore, the result of an analysis of the
ability of a small business entity to develop sustainably should be the generation
of forward-looking financial statements.
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(inaHCOBHI aHaNi3, TisUTLHICTD CY0’€KTa
MAaJIOro MiAMPUEMHHUIITBA, (piHAHCOBA
CTIHKICTB, CTaNIl PO3BUTOK, YIIPaBIiHCBKI
PIlIeHHS, TPUITYIIEHHS PO Oe3MepepBHICTh
ISAIIBHOCTI.

Po3riissHyTO TNUTaHHS BUKOPUCTaHHS METOAIB (DIHAHCOBOTO aHamizy B
3a0e3IeyeHHi CTaJloro po3BUTKY Cy0’€KTa MaJIOTo MiAnpHeMHUNTBA. Po3KkpHTO Ta
CXapaKTEePU30BaHO ITOHATTS CTAINI PO3BUTOK Cy0’ €KTa MAJIOTO i JIIPUEMHUIITBA.
Cranuii  pO3BHTOK Cy0’€KTa Maloro MiIIPHEMHUITBA BH3HAYEHO SIK
B3a€MOIMOB’SI3aHy CYKYIIHICTh Y3TOJDKEHHX MK CO0OI0 3MiH B E€KOHOMIUHIMH,
€KOJIOTIUHIH, COoiaNbHIi Ta IHIIUX MiJACHCTEMAax IiIIMPHEMCTBA, 3YMOBJICHUX
BIUIMBOM Pi3HUX (DaKTOpiB 30BHIIIHBOTO Ta BHYTPIIIHBOTO CEpENOBHIIA 3
ypaxyBaHHSAM ICHYIOYHX Ta MaiiOyTHiX moTped. BumineHo Tpu mpormapku
cy0’exTiB Mayoro Oi3Hecy: Mamuii Oi3Hec NHpPOTH OigHOCT, TpaxULidHWMIT
(crabinpHuit) Mammii  Oi3Hec, «TUrpu» Manoro Oi3Heca. OOIPYHTOBaHO
JIOLINIBHICTh 3aCTOCOBYBAHHs DPI3HMX MiAXOMAIB NPH TPOBEACHHI (DiHAHCOBOTO
aHaJi3y AJs MPEACTAaBHUKIB Pi3HUX MPOMIAPKIB CEKTOPa MaJIOTO MiAPUEMHHUIITBA
3aJIeKHO BiJ Crieudiky rocroaaproBanus. J{ist meproi rpymnu «mpoTd OiTHOCTI»
BU3HAYAIFHUM € aHalli3 MMOKAa3HUKIB, SKUH XapaKTepusye TMpHpPICT H0O0poOyTy
BJIACHUKIB 0i3HeCy B IpoIIOBil Ta Herpomosiit hopmax. g apyroi rpymu mpu
IPOBE/ICHHI aHalli3y OCHOBHY YBary CJiJ NPUIUIATH OLIHII TOKa3HUKIB AiTOBOT
aKTHBHOCTI 3 ypaxyBaHHSM DPHU3HKIB KOHKYPEHTOCIPOMOXHOCTI. s aHaimi3y
ISUTBHOCTI TPEThOi TPYMH MiANPUEMCTB yBary NPHIUISIOTH MOKa3HUKAM, SIKi
BimoOpakatoTh (GakTopu BIUIMBY iHHOBauii Ha (iHAHCOBY  CTIHKICTB.
3anponoHOBAaHO  3aCTOCOBYBAaTM  aHaNi3  3[aTHOCTI  Cy0’€KTa  Mayoro
HiIPUEMHULITBA /IO CTAJOTO PO3BUTKY 3a OKPEMHUMH Tpynamu (HiHAaHCOBHX
NOKAa3HUKIB B II’ATh eTamiB. [ ONOBHMM 3aBJaHHSAM TaKOTO aHamizy €
XapaKTepUCTUKA TEHJCHLIH 3MiH (iHAHCOBOTO CTaHy JOCIIIKYBaHOTO
iIPUEMCTBA JJII CTBOPSHHS MOXJIMBOCTEH Ul YHpaBiiHHS 3MiHaMu. Tomy
pe3yJIbTaTOM aHalli3y 3/1aTHOCTI cy0’exTa Mayoro Gi3HECy 10 CTaloro PO3BHTKY
HOBHHHO OyTH ()OpMyBaHHs NPOrHO3HOI (piHAHCOBOT 3BITHOCTI.
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Statement of the problem

In the current conditions of economic reforms and
European integration processes, Ukrainian small business
entities need to constantly change their business activities
to operate and maintain competitiveness in the domestic
and global markets. The impact of changes on the life
cycle of an enterprise is no longer considered an
exceptional phenomenon. Modern enterprise in a specific
period of existence represents a certain balance of
processes of change and relative stabilization. Moreover,
its ability to adapt to the changing factors of the external
and internal environment is seen as a key factor in the
development of a modern enterprise. According to X.
Wissem [1, pp. 18-19], now a new paradigm -
"conservation through development” has come to replace
the old concept of ".. first conservation, then
development”.

In the dictionary of synonyms of the Ukrainian language
[2] the term "development™ is synonymous: development,
growth, growth process, swing, flourishing, prosperity,
movement, progress, progress. In general, "the
development process is directly related to the increase in
the degree of efficiency, improvement of business
processes or management, resulting in a quantitative or a
qualitative increase in the useful result compared to the
previous level” [3]. At the same time, the development of
the enterprise must be stable, i.e. stable and continuous.
"Stability" (from Latin stabilis) means "strength,
immutability, bringing to a constant, stable state or
maintenance of this state, as well as the state of constancy,
stability" [4, p.750].

Sustainable development of an enterprise is characterized
by an interconnected set of changes in the economic,
environmental, social and other subsystems of the
enterprise, caused by the influence of various
environmental factors, which, firstly, lead to the transition
of the enterprise from one relatively stable state to another;
secondly, it implies its ability to successfully overcome
the manifestations of revolutionary, catastrophic change;
thirdly, the volumes of use of resources, resources,
directions of investment investments, directions of
innovation and technical development and institutional
changes are consistent with each other and the needs that
are foreseen for the future.

Consequently, the implementation of sustainable
development mechanisms for a small business entity in the
harsh  changing market environment  requires
consideration of potential economic risks. This is
necessary for the proper preparation and implementation
of management decisions, in particular by means of a
reliable, complete, appropriate assessment of the financial
condition of a small business. Such information on
performance indicators of the enterprise will be provided
by financial analysis. Therefore, the question of finding
the optimal system of methods and techniques of financial
analysis to create organizational capabilities for managing
change, ensuring financial sustainability, is urgent for any
enterprise, in particular, small, striving for sustainable
development and be competitive.

Analysis of recent studies and publications

Analysis of a wide range of scientific sources of financial
analysis on various aspects of the problem under study
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shows that the authors solve it from different scientific
positions. Among the most important works of Ukrainian
and foreign scientists, to which to some extent some
aspects of scientific intelligence on the outlined problem
are presented, are the following.

The problems of the use of analytical methods for
managing the development of the enterprise are described
in the works of such scientists as Penzenteilo [5],
0O.G. Sokil [6], A. Fatenok-Tkachuk [7] and others.
Comparison of methods of analysis of the financial
condition and financial stability used in a domestic and
foreign practice are described in the works of
M.Yu. Averina [8], M.P. Denisenko [9]. Some aspects of
the application of the financial state analysis for the
formation of the mechanism of sustainable development
are described in works by Zamula [10], V.V. Nahaychuk
[11]. Directions of analysis of firm stability by means of
potential estimation are offered in the joint research of
M. Steven, E. Bragg, D. Barton [12]. Methodical bases of
estimation of efficiency of activity of the enterprises for
revealing of the stability of their development are revealed
in the work of A.V. Cherep [13]. At the same time, despite
the considerable workload of scientists, the question of
building an optimal system of financial analysis methods
to provide organizational opportunities for managing
changes in the economic activity of a small business entity
remains unresolved.

Objectives of the article

The purpose of the article is to provide scientifically sound
proposals for the use of financial analysis methods for
assessing the financial soundness to ensure the sustainable
development of a small business entity.

The main material of the research

The concept of financial sustainability is closely related to
the principle of business continuity, one of the basic
principles of accounting. The content of this principle is
the assumption that an entity will continue to operate for
the foreseeable future unless it has facts that indicate the
intention and/or need for liquidation or the possibility of
termination.

The assumption of continuity of activity of a small
business entity in terms of accounting and accounting
policy has the following consequences:

- a change in the composition of the owners of a small
business entity will not entail significant changes in the
organization and accounting system;

- the assets, capital, liabilities, income, and expenses of the
small business entity must be valued in accordance with
the principle of prudence (conservatism, materiality);

- costs that will generate revenue in the future must be
capitalized;

- the small business entity must create reserves in
accounting;

- the financial results should be distributed over the
reporting periods;

- the uncertainty of many facts of the economic life of a
small business entity must be taken into account;

- the reporting should be presented in regular and equal
periods.
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Against this background, before making an assessment of
the financial soundness of an entity, it must be ensured that
the financial statements and accounting data, as
information sources for conducting financial analysis, are
reliable and complete. This is accomplished through the
continuity audit of the financial statements.

In accordance with ISA 570 “Continuity,” business
continuity audits should be conducted to assure users that
management decisions they make have a sound and
objective basis in the form of financial statements. Thus,
regular audits of the financial statements of a small
business entity are an important factor in ensuring its
sustainable development, since conducting financial
analysis based on a misrepresented (or negligent,
fraudulent) financial statement does not accurately assess
the level of its financial soundness.

Regarding methods, a considerable number of scientific
and methodological approaches have been developed to
carry out financial analysis of an enterprise's activity in
order to evaluate its financial stability, in particular,
aggregate, coefficient, point, integral, factor, matrix,
dynamic, etc. The choice of the specific approach and
methods of financial analysis for assessing a small
business entity's ability to sustainably depend on the tasks
of the analysis. But, first of all, such a choice should be
made taking into account the specifics of its economic
activity.

Conditionally, there are three layers in the small business
sector:

- small business against poverty is a micro-enterprise of
small-scale artisans and traders, mostly single or the
number of employees is very small;

- traditional (stable) small business are entities of small
and medium-sized enterprises are legal entities, whose
sustainable business is built in the traditional industries:
trade, catering, entertainment, consumer services;

- small businesses, whose business is built on the
introduction of new, breakthrough ideas, aimed at the use
of high technologies. These SMEs, as a rule, have their
own and seek new know-how, sometimes high-risk [14].

Not only are the representatives of these segments of the
small business sector engaged in different activities, but
they also operate in different market niches, so they need
different approaches to assess the ability to sustainability.

For the first group, determining the growth of the well-
being and cash flow of business owners, the ability to
expand in the future to overcome poverty, will be crucial.
Therefore, the focus should be on maintaining the desired
level of profitability (profitability) and cash flow analysis.

For the second group, the key objective will be to
revitalize business activity, which will increase the
profitability of operations, and to control the risks to
solvency in the context of fierce competition in traditional
sectors of the economy. Research by R. Baumgartner and
R. Rauter showed that sustainable business development
can affect the efficiency and productivity of the
manufacturing process, reduce environmental risks,
mitigate negative social impacts, and improve business
opportunities. The authors emphasize that maintaining
sustainability requires an analysis of the interests (needs)
and utility of the consumer company. The benefits of
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sustainable development can be manifested in the form of
improved economic performance (reduced costs or
increased profits) or increased competitiveness [15].

The third group of small business entities is special and
therefore the most difficult to assess for their
sustainability. The fact is that the use of standard methods
of financial analysis is not enough. The specificity of such
enterprises in the need to take into account the innovation
factor and the significant risks of uncertainty.

The innovation factor as a whole is one of the determining
factors for sustainable development. T. Rantal’s empirical
study on how sustainability assessment affects the
implementation of different types of innovation found that
the more an entrepreneur appreciates financial (economic)
sustainability, the greater the likelihood that he or she will
embrace technological innovation, service innovation, and
business model innovation. Moreover, a high appreciation
of environmental sustainability reduces the contribution
needed to drive technological innovation, and the more the
entrepreneur appreciates institutional sustainability, the
greater the likelihood of innovation in the business
model [16].

Studies by S. Santelle and A. Zardini [17] show that there
is a correlation between a small business entity's ability to
sustainably develop, its financial performance and the
social, economic and formal aspects of its activity that has
a positive effect on corporate-competitive advantage
reputation, customer satisfaction, and organizational
commitment. When analysing a small business entity's
ability to sustainably develop, it is necessary to apply the
following indicators that characterize the relationship of
financial performance with other aspects to analyse
potential business opportunities.

From a business perspective, sustainable development can
be described as “adopting business strategies and activities
that meet the needs of the enterprise and its stakeholders
today while protecting, supporting and expanding the
human and natural resources that will be needed in the
future” [18].

Also, the choice of financial analysis methods depends on
to whom the information will be submitted, that is, on the
subjects (users) of the financial analysis. Subjects (users)
of financial analysis are individuals and legal entities that
need information about the activity of the company for
decision making. In the results of the financial analysis a
wide range of users is interested: business owners (receive
dividends on invested equity); management (depending on
the successful financial status depends on the share of the
profit they receive over a salary); employees (depends on
wages, bonuses, social benefits); banks, lending firms
(interested in timely repayment of debt and interest
payments); partners already dealing with the enterprise
(suppliers) to determine for themselves the feasibility of
further cooperation, terms of the conclusion of contracts,
etc.; the state (the tax administration is interested in the
timely payment of taxes in full) [9].

Therefore, according to the results of studying a wide
range of scientific and methodological sources [5, 8, 9, 10,
11, 12, 13, 15, 16, 17, 18, 19, 20, etc.] we propose to
analyse the ability of the subject small business to
sustainable development in the following stages:



Bicnux 3anopizvkoeo nayionanvHo2o yrisepcumemy. Exonomiuni nayku. Ne 1 (45), 2020

Step 1. Analysis of the dynamics of changes in the size
and structure of the assets of the enterprise and sources of
their formation for the analysed period, comparison of the
obtained results with similar indicators of the main
competitors and construction of a forecast of the trend of
these indicators for the future;

Step 2. Analysis of the size and factors of changes in the
indicators of financial independence, solvency,
profitability and business activity of the enterprise during
the reporting period, comparison of actual values of
indicators with internal normative, average industry
values of these indicators and the values of indicators of
the main competitors;

Step 3. Use the analysis of the potential of a small business
entity to determine at what stage (prosperity, stabilization,
decline, crisis) their business is at. This may include
monitoring: revenue per employee, analysis of the use of
different machines and equipment, selling to one seller or
the need for planned capital investments. It is important to
check regularly that the organization does not spend too
much on excess capacity, instead of maintaining the
capacity levels to the maximum possible while
maintaining some excess capacity for short-term growth.
That is, a break-even analysis should form the basis of any
proposal to change the underlying structure of a business;

Step 4. Analysis of indicators of the influence of
innovative factor on the development of the enterprise, in
particular: increase of income and profit due to the
introduction of innovations, the value of cost savings due
to innovations;

Step 5. Assessment of bankruptcy probability by selected
models (Altman, Beaver, Taffler, etc.) and identification
of risks that could threaten the deterioration of the
financial situation in the future.

The result of the financial analysis should be the
development of forecast financial statements, which
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should reflect the expectations of the key financial
indicators that characterize the sustainability of the small
business entity. The assessment of the forecast is provided
in the conclusions before the analysis.

Conclusions

The concept of sustainable development of a small
business entity is characterized, which is an
interconnected set of mutually agreed with changes in the
economic, environmental, social and other subsystems of
an enterprise due to the influence of various factors of the
external and internal environment taking into account
existing and future needs.

It is reasonable to apply different approaches in
conducting financial analysis for representatives of
different layers of the small business sector, depending on
the specifics of management. For the first anti-poverty
group, the analysis of indicators is crucial, characterizing
the growth of the well-being of business owners in
monetary and non-monetary form. For the second group,
which represents a traditional (stable) small business, the
analysis should focus on the assessment of business
activity, taking into account the risks of competitiveness.
In order to analyse the activity of a group of small business
tigers, particular attention should be paid to indicators that
reflect the impact of innovation on financial sustainability.
The stages of analysing the ability of a small business
entity to sustainably by individual groups of financial
indicators are proposed. The main task of this analysis is
to characterize the causes of changes in the financial
condition of the studied enterprise in order to create
opportunities for change management. Therefore, the
result of an analysis of the ability of a small business entity
to develop sustainably should be the generation of
forward-looking financial statements.
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