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THE ESSENCE OF ENTERPRISE FINANCIAL POTENTIAL WITHIN
THE FRAMEWORK OF FINANCIAL INSOLVENCY PREVENTION

The article specifies the notion "enterprise financial potential” regarding its composition of
elements and functional purpose. Based on specified category and research results of economic and
Jjuridical literature on the scope of bailout and anticrisis potential of an enterprise, the given types
of potential were distinguished according to Ukrainian legislation and economic essence of stated
categories. As a result of distinguishing financial, bailout and anticrisis potential of an enterprise
it was discovered that the reserve for preventing and overcoming enterprise insolvency is the finan-
cial potential, sufficient level of which ensures the current and future enterprise solvency.
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CYTHICTDb ®IHAHCOBOI'O ITOTEHLIAJTY IIIITPUEMCTBA
B KOHTEKCTI 3ATIOBITAHHS 1OTO HEIIJTATOCITPOMOZKHOCTI

Y cmammi ymouneno nonamms «gpinarncosuii nomenuiaa nionpuemcmea» 3 024510y Ha 1020
eaemenmuuil ckaad ma gpynkuyionasvie npusnavenns. Ha ocnoei ymounenoi kamezopii i pe3yav-
mamie 00CAI0NHCeHHA eKOHOMIMHOT ma 0puoudHoi Aimepamypu wooo 3Micmy NHOHAMb «CAHAUil-
Hull nomenuia nionpuemMcmea» ma «aHMUKPU306Uli NOMeHulal NIONPUEMCIEa», PO3MENCOBAHO
dani éudu nomenuiaay nionpuemcmea 8ionoeiono 00 YKpaiHcbko20 3aKOH00a6écmeda ma eKoHo-
MivHOT cymHocmi 3a3Havenux Kamezopii. Y pe3yivmami pozmedxcysants inancoeozo, canauii-
H020 ma aHMUKpU306020 NOMEHYIALY NIONPUEMCIBA GUSBACHO, W0 Pe3ePEOM 3anobicanns ma
NO00AGHHA HENAAMOCHPOMOICHOCHI nionpuemcmea € pinancosuli nomenuyiai, O0ocmammii
PiBeHb K020 3a0e3neuye noOmMo4Hy ma nepcneKmuHy nAamoCnpoOMoOXCHicms nionpuemcmaad.
Karouosi caosa: HennamocnpomoscHicms nionpuememea,; QiHancoguii nomenyian nionpuemMcmea,
AHMUKPU308UT NOMEHYIaN RIONPUEMCMEA,; CAHAUINHUT NOMEHUIAA NIONPUEMCIEA; KPU3A HA Nio-
npuemcmai.
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CYIIHOCTb ®UUHAHCOBOI'O ITOTEHIINAJIA
IMPEAIIPUATUA B KOHTEKCTE IIPEAYIIPEXKAEHU ST
ETO HEILVIATE2KECITOCOBHOCTHU

B cmamove ymouneno nousimue «QuUHaHCOBbLL NOMEHUUAN NPEONPUAMUS», YHUMbIEAS €20
aemeHmublii cocmaeé u Qynxuyuonatvhoe Haznauenue. Ha ocnose ymounennoi xamezopuu u
Pe3yabmamos UccAe006anuss SKOHOMUMECKOU U I0PUOUMECKOU AUMEPAMYPbL HO COOEPHCAHUIO
NOHAMUI «CAHAUUOHHBLIL NOMEHUUAL NPEONPUAMUS> U «AHMUKPUIUCHBLL NOMEHUUAA NPeOnpUst-
mus», pasepanuienvt OaHHble 6UObL NOMEHUUALA NPEONPUSMUSL 8 COOMEENICIMEUN C YKPAUHCKUM
3aKOHO0AMEAbCMEOM U IKOHOMUMECKOU CYWHOCHIbIO YKA3AHHbIX Kamezopuil. B pezyiomame pas-
2paHuMenus (PUHAHC08020, CAHAUUOHHO20 U AHMUKPUZUCHO20 NOMEHUUAAAd RPeoOnpusmus
6bLA6ACHO, HIMO Pe3ePEOM NPe0OMEPAeHUS U NPEO0OOACHUS HENAAMEHCECHOCOOHOCHU Npeonpust-
mus A64semcs (QUHAHCOBDLE NOMeEHuUAl, 00CMAMO4HbIL YPO8eHb KOMOpo2o obecnexusaem
MeKYwyio u nepcneKmueHyr0 nAameicecnocoOHOCHy npeonpusmusi.

Karouesnle caoea: HeniameincecnocoOHocms npeonpusmust; YUHAHCOBbLI ROMEHUUAA NPEONnPUsl-
MUsl; GHMUKPUSUCHBLI NOMEHYUAN NPeONPUSMUSL; CAHAUUOHHDLL NOMEHUUAA NPEONPUSIMUSL; KDU~-
3UC Ha Npeonpusmuu.
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Problem setting. Due to unstable economic situation, characterized by deploy-
ment of crisis phenomena at micro- and macrolevels, and deterioration of financial
situation of economic entities, the problem of diagnosing enterprise insolvency and
searching for the sources of restoring and maintenance of enterprise solvency has
become urgent.

Recent research and publications analysis. To prevent or overcome insolvencies,
an enterprise needs particular reserves available for timely response to negative influ-
ence of the factors of external and internal environment. The detection of these
reserves has the become task of such scientists: N. Brehin (2004), L. Lihonenko
(2005), K. Solomyanova-Kyrylchuk (2009), O. Tereshchenko (2006). Yet, despite
numerous studies in this field, there is no agreement of opinions concerning the
sources of restoring enterprise solvency.

The research objective is to study the essence of bailout, anti-crisis and financial
potential as the factors of preventing enterprise insolvency in Ukraine.

Key research findings. As a result of a research it has been proved that the majori-
ty of authors consider bailout potential as the reserve of restoring enterprise solvency,
others prefer anti-crisis potential. However, it is important to remember another type
of potential — the financial one. The opinions of scientists concerning the definition
of its essence are given in Table 1.

Table 1. The results of the synthesis of scientists’ views regarding
the concept "financial potential”, authors’ grouping

Source Scope of notion Functionality

Financial resources which become a|Achieving its efficient and
V. Boronos (2013) . . . ;
cause for relations at an enterprise cost-effective operation

Amount of all available financial

L. Brytchenko (2005) resources of an enterprise

Category, which includes separate
constituents of financial resources of an
N. Brehin (2004) enterprise, and in particular — statutory,
additional and reserve capital, special
purpose funding, accumulation fund etc.

Scope of enterprise opportunities, which
K. Ilyina (2009) are determined by the availability and
organization of financial resources

Operation of an enterprise

Combination of financial resources and
K. Ionenko (2007) | opportunities for their involvement and
employment

Scope of all available financial resources
of an enterprise and opportunities of their
effective distribution

F. Yevdokimov and O.
Mizina (2004)

Realization and increase of
economic potential with
the purpose of profit
maximization

T. Paentko (2013) Multitude of financial resources

P. Fomin and Relationship, occurring at the enterprise Achieving the maximum
M. Starovoytov (2008) P g P financial result

After reviewing the essence of category "financial potential”, 3 approaches were
discriminated. The representatives of the first approach, the most common approach
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to explaining the essence of financial potential, consider this category from the
perspective of its composition. However, V. Boronos (2013), I. Brytchenko (2005),
N. Brehin (2004), T. Paentko (2013) identify the financial potential of the enterprise
as the amount of financial resources. Some authors present the composition of these
resources more specifically. They discriminate: own, borrowed and involved resources.
The more specific definition of the financial potential category gives N. Brehin (2004):
as the amount of financial resources, to which the author refers statutory, additional
and reserve capitals, special purpose funding, accumulation funds, floating assets etc.
The given definition does not provide an exhaustive list of financial resources, and
moreover mentions floating assets, which relate to economic resources and character-
ize mostly production potential of an enterprise, rather than the financial one.

A disadvantage of these authors’ representation of financial potential is consi-
dering the financial potential as the amount of financial resources, in other words,
equation of these two categories. Nevertheless, in the light of financial potential rep-
resentation as the amount of resources and the opportunity to use them for achieving
particular goals, financial potential implicates financial resources, but is a much
wider notion and comprises also the opportunity of their efficient employment. The
following specification finds validation in the works of the representatives of the first
approach. They explain the financial potential of an enterprise as not only the
amount of financial resources, but also, on the basis of the notion "potential”, as the
amount of particular resources and opportunities for their involvement (Ionenko,
2007), employment (Iliyina, 2009; Ionenko, 2007), distribution (Yevdokimov and
Mizina, 2004). From the given list of operations with financial resources mobiliza-
tion, disposition and employment were chosen as the ones that represent the whole
turnover of financial resources.

The followers of the second approach (Fomin and Staroviytov, 2008) define
financial potential as the relations, directed at the achievement of maximum finan-
cial result, thereby, highly efficient and profitable enterprise operation. The given
approach somewhat dissolves the boundaries of financial potential, approaching clos-
er the industrial potential, whereas highly efficient and profitable enterprise operation
is secured by effective employment of collective enterprise potential, and contribu-
tion of financial potential to achievement of the stated objective can be non-deter-
mining. That is why, if financial potential is considered as the relations, directed on
securing profitability of enterprise activity, it is necessary to mention the source of
securing — by means of effective employment of enterprise financial resources.

Opinions of scientists concerning the purpose of employment of enterprise
financial resources, when considering financial potential, also differ. Proceeding
from the definition of potential, the purpose of its employment is achieving the stat-
ed objectives of an enterprise. In its turn, the purpose of enterprise activity is the ma-
ximization of its market value. That is why the strategic objective of financial poten-
tial employment is the maximization of enterprise market value at the expense of
employment of available and mobilized financial resources. However, at different
stages of its existence, the enterprise can set different objectives, which are supposed
to be secured by financial potential. That is why, the more specific objective of finan-
cial potential employment is achieving the goal and set objectives which are unique
for each enterprise.
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Thus, taking into account the disadvantages in the existing definition of the
essence of financial potential by Ukrainian scientists, it is proposed to understand the
notion of financial potential as the amount of financial resources of an enterprise,
opportunity of their mobilization, effective distribution and employment for achiev-
ing the enterprise goals.

The key purpose of an enterprise that secures achieving the strategic objective is
maintenance or restoring of solvency depending on the current financial situation of
an enterprise, because enterprise insolvency leads to a breach in relations with con-
tractors, loss of market position, reduction of opportunities for involvement of labor,
financial and productive resources, which, without the corresponding response sys-
tem, leads to bankruptcy and enterprise liquidation. Therefore, the main goal of using
financial potential is ensuring enterprise solvency. Thus, regarding the subject matter
of the research, financial potential is an amount of financial resources of an enter-
prise, an opportunity of their mobilization, effective distribution and employment for
preventing and overcoming enterprise insolvency.

Given this, financial potential must be considered as the factor of maintenance
and restoring enterprise solvency. However, K. Solomyanova-Kyrylchyuk (2009),
O. Tereshchenko (2006) define bailout and anti-crisis potential as the reserve for
restoring enterprise solvency, the types of enterprise potential which are employed
under unstable financial condition of an enterprise and at crisis. Financial potential,
in its turn, in considered within the framework of providing enterprise competitive-
ness and development (Iliyina, 2009; Serduk-Kopchekchi, 2008). The given incon-
sistency between opinions of scientists and the consequence coming from the notion
"financial potential" stipulated the need for a more detailed study of such notions as
"bailout potential" and "anti-crisis potential” in the perspective of enterprise insol-
vency. Therefore, the essence of these categories will be defined on the basis of their
morphological constituents: the terms "bailout" and "anti-crisis management".

The Law of Ukraine "On Restoring Debtor Solvency or Declaring a Debtor
Bankrupt" states that bailout and pre-trial bailout is the system of measures, taken for
the sake of a debtor in order to avoid declaration of its bankruptcy and liquidation
(The Law, #2343-X11, 14.05.1992). Based on the Law of Ukraine, the bailout proce-
dure is carried out in respect of the debtor — the economic entity that during
3 months does not prove able to fulfil held by a court financial liabilities, in other
words, in respect of an enterprise with a breach of solvency and is directed at its
restoring. That is why, the goal of using the bailout potential, similarly to bailout pro-
cedure, is restoring the solvency of a debtor.

In order to understand the term "anti-crisis potential” one needs to consider the
notion of "anti-crisis management".

Scientific literature offers the two contradictory approaches to define the essence
of anti-crisis management: "narrow" and "broad". The representatives of the former
one (Sytnyk, 2002; Vasilenko, 2005) under anti-crisis management understand the
system of measures, employed under conditions of financial hardship, real threat of
enterprise bankruptcy, directed at overcoming the crisis with a goal to avoid enterprise
bankruptcy. According to this approach, anti-crisis potential is an amount of enter-
prise resources and opportunities to overcome the consequences of crisis and restore
solvency.
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Considering the anti-crisis potential from the perspective of anti-crisis manage-
ment within the framework of the "narrow" approach, bailout and anti-crisis poten-
tial in Ukraine have a common goal — restoring the enterprise solvency, and similar
conditions of employment — occurrence of the crisis at enterprise. The existence of a
crisis while employing the anti-crisis potential is evident from the name "anti-crisis",
and the condition of employment of bailout potential, as mentioned before, is declar-
ing an enterprise a debtor, which is possible when there is a crisis at the enterprise.
These two potentials are distinguished by the severeness of crisis, which implicates the
necessity of potential activation, and the presence of legal constituent. Thereby,
bailout potential is employed while carrying out a trial procedure, which is the con-
sequence of a more severe crisis, compared to the employment of anti-crisis poten-
tial, for which a trial procedure is not obligatory.

Consequently, anti-crisis potential in Ukrainian economy is a broader notion
than bailout, and includes bailout potential because it is employed with the goal to
restore enterprise solvency not only during severe crisis and under trial, like bailout
potential, but also at early stages of crisis occurring.

The second approach of considering the essence of anti-crisis management is
"broad". Its representatives are (Lihonenko, 2005; Shtanhret and Kopylyuk, 2007).
According to this approach, anti-crisis management is a management system, direct-
ed at detecting the signs of enterprise crisis and creating corresponding conditions to
avoid and overcome them in order to secure stable operation and avoid bankruptcy.

Within the framework of this approach, anti-crisis potential is the amount of
corresponding resources of an enterprise, opportunities for their mobilization, effec-
tive distribution and employment in order to maintain and restore enterprise solven-
cy by means of detecting and overcoming the signs of a crisis.

The results of defining the essence if bailout, anti-crisis and financial potential
as the forms of reducing enterprise insolvency in Ukraine are represented in Figure 1.

Thus, the ways of preventing enterprise insolvency are the financial, bailout and
anti-crisis potential, considered from the perspective of "narrow" and "broad"
approaches.

Regarding the composition of elements of the stated types of potential, the
financial one is a constituent part of anti-crisis and bailout potential. However, with-
in the problem of insolvency in Ukraine, financial potential of an enterprise is con-
sidered a more complex notion than the financial potential as a constituent of anti-
crisis and bailout potential, which can be seen through the purpose of potential
employment. Then, financial potential of an enterprise as a constituent of anti-crisis
and bailout potential should be understood as the amount of financial resources of an
enterprise, opportunity of their mobilization, effective distribution and employment
with the goal of restoring solvency of a debtor. The purpose of employing financial
potential as a constituent of enterprise anti-crisis potential is preventing and over-
coming crisis, and given the fact that crisis and insolvency are not identical notions,
some specifications must be made regarding the subject matter: financial potential as
a constituent of anti-crisis potential is the amount of financial resources of an enter-
prise, opportunity for their mobilization, effective distribution and employment with
the goal of preventing and overcoming insolvency of a debtor, caused by enterprise
crisis.
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Figure 1. The comparison of bailout, anti-crisis and financial potential
as the way of reducing enterprise insolvency, authors’ development
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Figure 2 represents the interrelation between the type of insolvency and poten-
tial of maintaining and restoring enterprise solvency at the expense of financial
resources employment, in other words, at the expense of a financial constituent of a
corresponding potential.

Current insolvency is caused by a temporary imbalance of financial flows, is not
a cause of a crisis at an enterprise and does not provides for the participation of court
in confirming this situation at an enterprise, therefore, financial potential becomes a
means of preventing and overcoming the current enterprise insolvency.

Critical insolvency is a financial situation at an enterprise, which equals poten-
tial bankruptcy and is characterized by the signs of current solvency at the beginning
and at the end of a financial quarter — incapability to fulfil stated by the court finan-
cial liabilities during 3 months. Such an enterprise situation is caused by a crisis and
provides for court intervention, which is the confirmation of the enterprise as the
debtor. Under these terms, anti-crisis and financial potential are employed as the
ways of restoring enterprise solvency. They are aimed at prevention and overcoming
enterprise insolvency.

Above-critical insolvency is characterized through the initiation of a bankruptcy
case as a result of failing to comply with enterprise liquidity ratios and the absence of
profit during one year, which is the consequence of enterprise crisis. The source of
preventing and restoring above-critical enterprise insolvency can be bailout, anti-cri-
sis and financial potential.

Given that the initiation of bankruptcy case is not the evidence of its liquidation
and provides for the opportunity of restoring debtor’s solvency by means of carrying
out a bailout procedure, the above-critical insolvency is not a final type of enterprise
insolvency. Considering this point, it is better to agree with the opinion of (Shtanhret
and Kopylyuk, 2007), who also discriminate liquidation insolvency, which makes the
compliance of creditors’ requirements possible only at the expense of running the lig-
uidation procedure. Under such financial situation at an enterprise, mobilization of
bailout, anti-crisis and financial potential will not be effective in restoring enterprise
solvency.

Conclusions. Based on the morphological analysis, the economic essence of the
definition "enterprise financial potential” was specified from the perspective of ele-
ments composition and functional purposes. Notion specification and literary
sources analysis made it possible to distinguish the notions of financial, bailout and
anti-crisis potential according to Ukrainian legislation and the economic essence of
the given categories. Whereas enterprise insolvency can be caused either by a crisis, or
by temporary imbalance of monetary flows, the reserve for preventing and overcom-
ing enterprise insolvency in native economic environment is their financial potential.
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