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EQUITY CAPITAL: APPROACHES TO DEFINITION, CLASSIFICATION
AND ITS STRUCTURE

The article examines the essence of the concept of "equity capital” and conceptual approaches to its
definition and classification. It has been determined that the concept of "capital” has had roots since antiqui-
ty, and meant a source of accumulation of wealth. However, in today's conditions of the market system capi-
tal is generalizing and at the same time varied, because it covers intellectual, natural, social capital. The im-
portance of the correct calculation of structural equilibrium, which is a guarantee of financial competitiveness,
financial stability and solvency in modern fast financial, economic and legislative changes, has been subs-
tantiated. Three approaches to the classification of the structure of the enterprise according to the normative-
legislative base (national and international) and practical aspect has been determined. The practical analyti-
cal analysis of the equity structure based on the financial statements of the enterprise indicates that the equi-
ty of the enterprise in the current conditions of management decreases, in particular, by increasing the unco-
vered loss. The advantage of debt capital in the form of payables proves the need to make optimal decisions
on timely control and adjustment of the capital structure of the enterprise due to the dynamics and features
of socio-economic and financial processes in Ukraine.
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Statement of the problem and its connection  conditions.

with important scientific and practical tasks. Capital is The analysis of the latest publications on the
the main component of the development of any business. problem. Analyzing the achievements of economic
Any capital oriented to a long-term economic success is  science, it can be argued that such prominent economists
complex, multifaceted, and therefore is not sufficiently  such as: Butinets F.F., Burkinsky B.V., Tkachenko N.M.,
investigated economic phenomenon and is characterised  Blank 1.0., Balatsky O.F., Kakhovska OV, Makarova
by the presence of diverse opinions of the conceptual-  G.S., Valikov VP, Arefeva 0.V., Myagakhi .M., Sopko
categorical apparatus of the definition of "capital”. Asa  V.V., Antonyuk O.P. have made a significant contribu-
rule, the beginning of any business and entrepreneurial  tion to the study of the modern concept of "capital", for-
activity, both in ancient times and in the current condi-  mation and structuring of capital of enterprises. Without
tions of a market economy, requires capital investment  diminishing the contribution of domestic scholars in
and depends on its structure. In particular, imbalance in  substantiating this problem, it should be noted that some
the structure of capital is one of the important problems  aspects of the issue are still controversial and require fur-
of the activity of any business entity and often leads to a  ther research and development.

decrease in the efficiency of its activities and a decrease Forming of the aims of the research. The pur-
in the values of financial and economic indicators. In  pose of this research is theoretical substantiation of the
addition, one of the main causes of the crisis situation in  conceptual categorical apparatus "capital”, its logical in-
most Ukrainian businesses is the existence of an unclear  terconnection, interdependence and the balance of the
capital management system, an incorrect definition and  structure.

calculation of the ratio between equity and borrowed cap- Giving an account of the main results and
ital. And, therefore, for an enterprise it is very important  their substantiation. In the theory of economics, as a
to create tools for determining such a balance, timely and rule, many interpretations of the concept of "capital of the
effective adaptation in the modern internal and external enterprise” are given. Yushko S.V. and Lugova A. be-
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lieve that such a number of views on this concept is con-
nected with "... the detachment of Ukrainian economic
science from the processes that are taking place in our
transition economy today. It also shows a certain lack of
understanding of the laws of functioning of a market
economy, which gradually replace the command-
administrative system, or not so successful attempt to
combine the features of these two systems into one. Un-
doubtedly, this complicates the consideration of theoreti-
cal aspects of capital circulation and the practice of its
formation in the conditions of adaptation of the Ukrainian
economy to the market environment" [1]. It should be
noted that in the investigated works, the authors distin-

guish the functions of capital, its composition, influence
on the formation of financial and economic indicators of
the enterprise. The concept of "capital" was studied by
representatives of various economic schools, from antig-
uity to modern times. Thus, the notion of "capital" was
viewed initially as a source of wealth accumulation (Aris-
totle), and then as material assets directed at production
with the aim of obtaining profit (classical economic
school). It should be noted that the notion of "equity" is
considered today in both contemporary economic litera-
ture (Table 1) and in the normative-legislative field (Ta-
ble 2).

Table 1

The essence of the notion of "equity of the enterprise™ by various contemporary scientists-economists*

Authors, source

Definition of the essence

Equity capital - a part of financial resources, cash, invested in entrepreneurial activities in

F.F. Butinets . .

order to obtain profit.

The equity of the enterprise characterizes the total cost of funds in monetary, tangible and
S.F. Golov . : . . . .

intangible forms invested in the formation of its assets.
A.A. Gorbatenko, Equity capital expresses the total amount of funds in monetary, material and non-material
L.V. lvchenko forms, invested in assets (property) of the enterprise.

N.M. Tkachenko

Equity capital - are its own sources of financing of the enterprise, which, were made by
its founders (participants), or left by them at the enterprise from net profit without
determining the term of repayment.

Ya.P. Ishchenko

Equity capital is a necessary factor of production, it includes components of debt,
retained earnings, preferred shares and ordinary shares.

L.I. Katan

Equity capital is a definite expression of financial relations that arise between a joint-
stock company (corporation) and other economic entities in relation to its formation and
use.

V.F. Maximova

Equity capital is the sum of the valuation of property and funds of the entrepreneur,
which he can use for economic needs.

A.M. Rumyantsev

Relationship of operation.

ﬁi %:Ii?;i\)//’ Benefits, used as a resource in further production.
A.V. Paramonov Production means that bring added value.
. Resource, which is converted into money and institutionalized in the form of property

P. Burdier rights.

1.O. Blank Accumulated stock of economic benefits in monetary and commodity form, taking part in
the economic process as an investment resource and factor of production.

N.A. Rusak Capital is the funds invested in an entity to start or continue business in order to obtain a

V.A. Rusak profit (income).
Capital is the financial resources used to develop the production process (the purchase of

V.V. Seleznev raw materials, goods and other objects, force, other elements of production), there is
capital in its monetary form.

S.V. Moiseev, Capital - is the financial means of the enterprise, reflected in the liability of its balance

V.1. Terekhin sheet.

V.G. Belolipetsk

Capital as a part of the financial resources involved in the turnover, and the income that
they bring from this treatment. In this sense, capital serves as a transformed form of
financial resources.

I.T. Balabanov

Capital is a part of financial resources. Capital is the money put into circulation and the
income that they bring from this treatment.

I. Fischer Capital is any asset that generates income (value added).

Capital represents a set of material assets and funds, financial investments and expenses
L.V. lvchenko L - o ; . .
N.L Udovik. for the acquisition of rights and privileges necessary for the implementation of its

economic activities.

* systematized by authors on the basis of sources [2-6]
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Table 2

Approaches of normative and legislative acts on the definition of the concept *"equity capital™*

Source

Definition of the essence

Law of Ukraine "On Accounting and
Financial Reporting in Ukraine"

Equity capital is the difference between assets and liabilities of an en-
terprise [7]

National Standards Accounting 1 "General
Requirements for Financial Statements"

Equity capital is part of the assets of an enterprise remaining after
deducting its liabilities [8]

International Standard of Accounting 1
"Presentation of Financial Statements"

Summarized quantitative data about the amount classified as equity [9]

* systematized by authors on the basis of sources [7-9]

It should be noted that the scientist V.D.
Bazylevych distinguishes five approaches to the
definition of the essence of "capital” [10]:

1. The object-functional approach identifies
capital with accumulated labor, which is intended for the
subsequent process of production or realization in order
to obtain income.

2. Socio-economic approach treats capital as
an economic category, consisting of interconnected
special relations that arise under certain historical
conditions.

3. Monetary approach examines capital as a
financial investment that brings income to the owner in
the form of interest.

4. The approach of the time concept of capital
is to compare the values of present goods and the future
at different times and the derivation of income from
certain properties of the latter.

5. The treatment of capital as a kind of
investment indicates that capital provides income to the
owner from any kind of economic activity.

We should note that scientists Burkinsky B.V.
and Goryachuk V.F. investigate capital in various
aspects, including human, social, natural and intellectual
[11, c. 42]. Consequently, the concept of "capital" is
rather broad and therefore we are paying attention to the
notion of "equity of the enterprise".

According to accounting, the capital of an
enterprise is its resources (the left part of the balance
sheet), accumulated by investing own and borrowed
capital (the right side of the balance sheet).

Thus, summing up the various interpretations of
the concept of "capital” and "equity”, we can note that,
from our point of view, the equity of an enterprise is that
part of the resources of a business entity that is invested
in the process of business and generates profits which
then subject to refinancing.

It should be noted that controversial issue is the
determination of the best balance between own and
borrowed capital, which ensures the most effective
proportion between the profitability and financial
sustainability of the enterprise. In the broadest sense, the
concept of "capital structure” means the ratio of own and
borrowed funds, through which the enterprise carries out
its economic activities. However, we note that the
concepts of both own and borrowed capital have
divergent economic content (Table 3). In the scientific
world-wide sources of practical aspects there are different
approaches to the classification of capital. And one of the
most widespread is the classification of capital, proposed
by the domestic scientist 1.0. Blank It should be noted
that in our study the structure of "equity" is considered as
a component of the capital of the enterprise as a whole.

Table 3

Approaches of scientists regarding the essence of the concept of 'capital structure'*

Author, Source

Definition of the essence

The capital structure is the ratio of all forms of own and borrowed funds used by the enterprise

1.0. Blank . . L .
in the process of economic activity to finance assets
V.N. Sutornina, The capital structure is considered as the ratio between the main sources during the formation
V.M. Fedosov of funds.
N.A. Rusak, . . . s L
V A Rusak Capital structure - is the proportion of individual elements of capital in its total amount.

A. Afanasyev

Capital structure is a form or component of capitalization that belongs to the type and
proportions of securities used to increase financial resources

Equity capital is formed by two components: investing (shareholder investments) and

S.F. Golov accumulated (retained earnings) of shareholders
In the structure of equity capital, two main components can be distinguished:
0O.V. Yefimov the invested capital, that is, the capital invested by the owners in the organization, and the

accumulated capital, that is, capital created over the one initially advanced by the owners

* systematized by authors on the basis of sources [12]

Equity capital, in accordance with ISA 1, is
considered as a prepayable financial instrument and is
divided into different classes such as paid-in capital, capi-

tal surplus and capital reserves. In addition, for example,
equity in a joint-stock company has the following
subclasses: funds made by shareholders; undivided profit;
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reserves that reflect the allocation of retained earnings;
reserves that reflect the adjustment of the retained capital
[13, c. 286]. It should be noted that such a detailed
classification is necessary for the adoption of
management decisions by users of financial statements, in
particular, parties with the same share of the invested
resources in the enterprise.

Capital structure is a concept used in modern
financial and economic analysis to reflect the ratio of the
sources of loan and own investment, which is adopted in
the enterprise to fulfill its market strategic goal.

According to the scientists, Valikov VP, Bondar
VP, Bazileva KV, Kurinna IG the use by the entity of its
own financial resources is due to their structuring in a
certain way, or, in other words, the company must have a
clear definition of the capital structure, according to
which the decisions on its optimization will be made.
[14].

Investigating the structure of equity, we have
identified the following approaches to its classification:

1. Theoretical approach: the capital of an
enterprise is divided into own and borrowed.

2. Equity capital is divided into subclasses
depending on the form of ownership of the enterprise (in
accordance with the Conceptual Framework of ISA).

3. According to NSA 1 "General Requirements
to Financial Statements" (Appendix 1), equity is
classified as: Registered (share) capital; contributions to
unregistered authorized capital; capital in surplus
valuations; additional capital; emission income;
accumulated exchange rate differences; Reserve capital;
retained earnings (uncovered losses); unpaid capital;
withdrawn capital.

It should be noted that the analysis of the
structure of capital plays an important role in the complex
assessment of the financial condition of the enterprise, in
particular its financial stability, because due to the
analysis of liabilities it is possible to find out such
important indicators of the financial state of the enterprise
as: level of autonomy, level of financial risks, return on
capital, etc. Thus, the analysis of composition, structure
and dynamics of the enterprise's own capital in Table 4 is
calculated on the basis of the practical approach of the
classification of equity, systematized by the authors [15].

Table 4
Analysis of composition, structure and dynamics of equity capital of enterprises*
- Line The previous Reporting Deviation
Indices
code year year absolute %
Total equity, thousand UAH. 1495 9563 2519 7044 | 737
including:
1. Registered (share) capital, thousand
UAH. 1400 10893 10893 0 0
— in% to equity capital 113,9 432,4 318,5 X
2. Capital in surplus, thousand UAH. 1405 - - - -
— in% to equity capital - - - X
3. Additional capital, thousand UAH. 1410 62916 62916 0 -
—in% to equity capital 657,9 2497,7 1839,7 X
4. Reserve capital, thousand UAH.. 1415 6239 6239 0 -
— in% to equity capital 65,2 2477 182,4 X
6. Undivided profit
-704 -77752 -7044 1
(uncovered damage), thousand UAH. 1420 0485 529 0 00
— in% to equity capital -737,1 -3077,8 -2340,7 X
7. Unpaid capital, thousand UAH. - - - -
— in% to equity capital 1425 B - - X
8. Capital withdrawn, thousand UAH. 1430 - - - -
— in% to equity capital - - - X

* calculated by the authors on the basis of financial statements

From table 4 it is evident that the company's
own capital in the reported year, in comparison with the
previous year, decreased by UAH 7044 thousand, or by
73.7%. This was due to an increase in uncovered damage
by UAH 7044 thousand, or by 10.0%; the value of
registered (share) and additional capital remained
unchanged.

Equity capital in the previous year was formed
due to additional capital (657.9%), registered capital
(113.9%), reserve capital (65.2%), uncovered loss
(737.1%). In the reporting year, the following changes
occurred in the structure of equity: the share of additional
capital increased by 1839.7%, registered capital by
318.5%, reserve capital by 182.4%, and a decrease in the
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share of uncovered losses by 2340.7% .

Conclusions and prospects of the further in-
vestigations. As a result of the research of the
conceptual-categorical apparatus “equity" it has been
determined that this concept has a broad meaning. So
today the essence of "capital® means not only the
category of money, but also human, natural, social
capital, as well as intangible assets. Thus, summing up
the various interpretations of the notion of "equity capital
" from the ancient times to the current market conditions,
we have proposed the definition that the equity of an
enterprise is that part of the resources of the business
entity that is invested in the process of business and
which brings profit, which then is subject to refinancing.
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The study of the equity structure made it  decreases, in particular, by increasing the uncovered loss.
possible to distinguish three approaches to its  Thus, borrowed capital in the form of accounts payable
classification: the theoretical approach, in accordance  prevails. Consequently, the dynamics and peculiarities of
with the Conceptual Framework of the ISA and in  socio-economic and financial processes in Ukraine leave
accordance with NSA 1 "General Requirements for  urgent questions to the enterprises of the country
Financial Reporting”. The practical and analytical  concerning optimization of capital structure management
analysis of the structure of equity based on the financial and making optimal decisions on timely control and
statements of the enterprise indicates that the company's  adjustment of the capital structure of the enterprise.
equity in the current conditions of management
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MEH aHTUYHOCTU, M 03HAYarno UCTOYHUK HakonneHusa Goratctea. OgHaKo, B COBPEMEHHbIX YCMOBUAX PbIHOY-
HOW cucCTeMbl «kanutan» ssnsietcs obobliaroiMm 1 0gHOBPEMEHHO MHOroobpasHbiM, BeAb OXBaTbiBaeT
WHTEeNNeKTyanbHbIN, MPUPOAHbLINA, cCounanbHbIN KanuTan. Ha ocHoBaHMM 0606LLEHNST Pa3NUYHbLIX TONKOBaHWUIA
MOHATUSA «KanuTan» pasnNUYHbIMM aBTOpaMM U UCTOYHMKAMU, AAHO onpeaeneHne «COBCTBEHHbIM KanuTan
npeanpuatua». O60CHOBaHa BaXXHOCTb NPaBUIBHOIO pacyeTa CTPYKTYpHOM cbanaHCUpPOBaHHOCTU, KoTopasi
ABMSIETCA 3anoroM (PMHaAHCOBOW KOHKYPEHTOCMOCOBHOCTM, (DUHAHCOBOW YCTOMYMBOCTM W MNaTEXecnocoob-
HOCTM B COBPEMEHHbIX BbICTPbIX (PMHAHCOBO-3KOHOMMUYECKMX U 3aKOHOAATENbHbIX M3MeHeHun. OnpeaeneHsi
TP nogxona K Knaccudukauum CTpykTypbl NPpeanpusaTusi B COOTBETCTBMM C HOPMaTUBHO-3aKOHOA4ATENbHOM
6a3ol (HauMoHanbHOW N MeXOyHapO4HOW) U NpaKTUYecKMMmM acnektamn. PaccmaTtpuBatoTcs TeopeTudeckne
N NpakTUYeckue CTPYKTYpHbIE yYeTHble acnekTbl. OnpeaeneHo, YTo B TEOPETMHECKOM acrekTe KanuTtarn pac-
cMmaTpuBaeTCs Kak COBOKYMHOCTb COOCTBEHHOrO M 3aeMHOro. Torga kak B NpakTM4eckoM acnekte (CornacHo
YYETHO-CTaTUCTUYECKUX OOKYMEHTOB) KanuTan knaccucuumpyeTcs Ha pasnuyHblie ero Buabl. IMeHHO Takas
Jetanunsaumnsi No3BosisieT BECTU aHanUTUYEeCKUiA yd4eT 1 BbiTb TMOKUM K BHYTPUXO3ANCTBEHHBIM U3MEHEHUAM
Ha npeanpusaTuun. NpoBeAeHHbIN NPaKTUYeCKNn-aHanMTUYECKNA aHanua CTPYKTYpbl COBCTBEHHOrO Kanutana
Ha OCHOBaHMW AaHHbIX PUHAHCOBOW OTYETHOCTM NPEANPUSATUS CBUOETENLCTBYET O TOM, YTO COBCTBEHHbIN
KanuTan npeanpuatus B COBPEMEHHbIX YCIOBUAX XO3SANCTBOBaHUS YMEHbLUAETCHA, B 4AaCTHOCTM, 3a CYyeT
yBENNYEHNs1 HEMOKPLITOro yobiTka. MpenmyLlecTBo 3aemMHOro kanuTtana B (hopme KpeauTopcKon 3a00SPKe H-
HOCTM CBMOETENbCTBYET O HEOOXOOUMOCTU MPUHSTUSA ONTUMaribHbIX PELUEHUA NO CBOEBPEMEHHOMY KOHTPO-
N0 N KOPPEKTUPOBKE CTPYKTYPbI KanuTana npeanpuaTust, No BAUSHUIO AUHAMUKN 1 0COBEHHOCTeN coumarb-
HO-3KOHOMMWYECKUX N (OMHAHCOBBIX NPOLIECCOB B YKpauHe.
KntoueBble cnoBa: COGCTBEHHbIV KanuTan, CTPyKTypa, Npeanpusatue, knaccudukaums.
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BNACHUU KANITAR: nipxoau no NOro BUSHAYEHHS,
KINACUDIKALLII TA MOI'O CTPYKTYPA

Y cTaTTi po3rnagaeTbCa CYTHICTb MOHATTS «BMAACHWA Kanitan» Ta KOHUenTyanbHi nigxoan OO noro
BM3HAYeHHS Ta Knacudikauil. BusHayeHo, Lo NOHATTSA «KaniTan» Mae KOPIHHA 3 YaciB aHTMYHOCTI, | 03Ha4a-
no goxepeno HarpoMagxeHHs 6araTtcTtea. [1poTe, B Cy4acHMX yMOBax PUHKOBOI CUCTEMM «KaniTan» € ys3a-
ranbHIOKYUM 1 BOAHOYAC Pi3HOBUAHMM, afKe OXOMME iHTeNneKTyanbHNn, NPUPOLHUIA, colianbHU Kanitarn.
Ha nigcTaBi y3aranbHeHHs pisHUX TNyMadeHb MOHATTS «Kanitan» pisHMMKW aBTopamMu Ta axxepenamu, HagaHo
BM3HAYeHHS «BracHui kanitan nignpvemcreay. O6rpyHTOBaHO BaXIUBICTb NPABUIIBHOIO PO3PaxyHKY CTPYK-
TYPHOI 30anaHCOBaHOCTI, sika € 3anopyka ¢iHaHCOBOI KOHKYPEHTOCMPOMOXHOCTI, (DiHAHCOBOI CTIMKOCTI Ta
NNaToCcrnpoOMOXHOCTI B Cy4aCHUX LUBUAOKUX (PiHAHCOBO-EKOHOMIYHMX Ta 3aKoHoOaB4YMX 3MiH. BusHayeHo Tpu
nigxogmn o knacudikauii cTpyKTypy nignpuemMcTsa BignoBigHO 4O HOpMaTUBHO-3akoHoAaB4yoi 6a3mn (Hauio-
HanbHOI Ta Mi)KHapOAHOT) Ta NPaKTUYHOro acnekTy. Po3rnsaaaeTbca TEOPETUYHI Ta NPAKTUYHI CTPYKTYPHI 00-
nikosi acnekTn. BusHayeHo, WO B TEOPETUYHOMY acnekTi Kanitan po3rnsaaeTbCs 9K CYKYMHICTb BNAcHOro ta
No3uKoBOro. Tofi sk B MpakTMYHOMY acnekTi (3rigHO 06nikoBO-CTaTUCTUYHUX OOKYMEHTIB) Kanitan knacudi-
KyeTbCs Ha pi3Hi oro Buan. CamMe Taka geTanizauist A03BONSE BECTU aHaNITUYHUIA 0ONiK Ta OYTU THYYKMM OO
BHYTPILLIHbLOrOCNOAApChbKUX 3MiH Ha nianpuemcTsi. [poBeaeHM NpakTUYHO-aHaniTUYHUI aHani3 CTPYKTypu
BMAcHOro Kanitany Ha niacraei AaHuMxX (PiHAHCOBOI 3BITHOCTI NiANPMEMCTBA CBIgYUTbL MPO Te, O BracHWUin
Kanitan nignpueMcTBa B Cy4acHUX YMOBaXx rocnogaptoBaHHsS 3MEHLUYETbCS, 30KpeMa, 3a paxyHokK 30inbLueH-
HA HernokpuToro 30uTKy. [NepeBara NO3MKOBOro kKamnitany y ¢opmi KpeauTopcbkoi 3aboproBaHoOCTi CBIigUUTb
NpPO HEOBXiAHICTE MPUIHATTA ONTMMAIbHMX PillEeHb LLOAO CBOEYACHOrO KOHTPOMIO Ta KOPeryBaHHSA CTPYKTY-
pu KaniTany nignpuemMcTea 3a BMAMBOM AUHAMIKM Ta 0COBNMBOCTEN coLjianbHO-€KOHOMIYHMX Ta (iHaHCOBUX
npovecis B YkpaiHi.

Knro4yoBi cnoBa: BnacHui Kkanitan, CTpyKTypa, NignpMemMcTBo, Knacudikadis.
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