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Marekha I.S. The mechanism of financial culture development within the corporate sustainable
capital management. The definition of corporate financial culture is defined in the article. The development of
the corporate financial culture with a strong focus of capital structure optimization is suggested. The financial
capital structure is identified. An analysis of financial corporate culture is undertaken. Distance to default has
been substantially extended as a result of financial capital structure optimization at the particular corporation.
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Mapexa I.C. Mexanism ¢opmyBanHsi (piHaHCOBOI KyJIbTypH HiIIPHEMCTBAa B CHCTeMi cTajo0-
ro yNpaBJiHHS KamiTajJoM. Y CTaTTi 3alpONOHOBAaHO BH3HA4YEHHs (PIHAHCOBOI KyJBTYpH MHiANPHUEMCTBA.
[Mlinkpecneno HeoOXimHicTh (opmyBaHHS (iHAHCOBOT KyJIBTYpH HiAPUEMCTBA HAa OCHOBI ONTHMIi3alil
CTPYKTYpH Kamitany. Buseneno CTPYKTYpPY (iHaHcoBOro Kamitany. 3IiHCHEHO aHami3 (blHaHCOBOI KYJb-
TypH HlI[HpI/IeMCTBa CyTTeBO BimjaneHo BiAcTaHb 10 OaHKPOTCTBAa B Pe3yJbTaTi ONTUMI3alii CTPYyKTypH
(iHaHCOBOTO KamiTany Ha KOHKPETHOMY MiANPHEMCTBI.

KurouoBi ciioBa: KynbTypa, QpiHaHCH, KamiTal, CTPYKTYpa, CTalicTh, MEXaHI3M.

Marekha 1. S. The mechanism of financial culture development within the corporate sustainable
capital management. B craThe npemioxeHo omnpezaeneHue (GUHAHCOBOH KylnbTypbl npennpustui. O0ocHO-
BaHa HEOOXOAUMOCTH (POPMHUPOBAHUS (PHHAHCOBON KYJIBTYpHI MPEANIPHUSITHS Ha OCHOBE ONTHMH3AINA CTPYK-
TypHI KaruTana. BeiBeneHa cTpykrypa ¢uHaHcoBoro kamutana. [IpoanannsmpoBana (puHaHCOBas KylbTypa
peanpuATys. B 3HaYUTETHhHONH Mepe YBEIMUYeHO pacCcTOsTHHE 0 OaHKPOTCTBA B Pe3yNbTare ONTHMU3AINN

CTPYKTYpPBHI (PMHAHCOBOTO KaluTajla Ha KOHKPETHOM TPEATIPUATHH.
KuroueBbie ciioBa: KynbTypa, (PUHAHCH, KAIIUTAJ, CTPYKTYPa, yCTOMUNBOCTH, MEXaHU3M.

Problem statement. The global financial crisis
changed our lives in a very dramatic way. It devel-
oped rapidly and spread into a global shock, resulting
in a number of bank failures, mass layoffs, declines
in various stock indices, and large reductions in
the market value of equities [1] and commodities
[2]. With all these changes came a re-examination
of many of the assumptions about priorities for the
corporate activity. In today’s business environment,
companies encounter various challenges that require
them to adapt effectively in order to remain compet-
itive. In this relation, there is an increasing concern
for the need to the sustainable development, which
adequately responses to the demands of corporate
economic growth.

Nowadays, one of the major present concerns is
overcoming financial crisis what involves the devel-
opment of financial culture at the corporate level.
A well-balanced financial policy lies at the core of
the efficient economic performance, particularly in
the transition period. Thus, a problem of a corporate
capital management becomes crucial for the acade-
micians, practitioners, and industries. For this reason,
it is extremely important to implement efficient eco-
nomic and financial mechanisms of sustainable capi-
tal management. In this study, we suggest developing
a corporate financial culture with a strong focus on
capital structure optimization. It should be stressed
that this cannot be done without the support of the
science.
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Analysis of the latest publications. Modern
corporate finance theory was born with the publica-
tion of Modigliani and Miller’s (M&M) theoretical
model about corporate capital structure [3]. The rise
of scientific scrutiny to the matters of financial capital
structure optimization is reflected in a great amount
of the theories and hypotheses, which were made
by a wide range of the Ukrainian and foreign scien-
tists. Such Ukrainian scholars like V. Andriiets [4],
S. Dovbnia [5], M. Rupniak [6] paid a great attention
to the problem mentioned above. The methods that
they employed formed a battery of useful economic
approaches for estimation the capital structure. All
of the methods deserve continuing scientific scrutiny
and have room for improvement.

Unsolved parts of the general problem. So, a
recent capital structure theory asks more than it is ready
to answer. For instance, a concept of “capital structure”
is still open to question. The vast majority of the scien-
tists agree in opinion that generally “capital structure”
means the proportion of equity and debt. At the same
time, there is no widely accepted answer to the ques-
tion what a financial capital structure is. There are no
publications which bind together optimal capital struc-
ture and corporate financial culture though this relation
is obvious. This is because a clear notion of a financial
culture is missed and out of in-depth research. At times
the scientific research is not deep inside what makes its
validity rather questionable. The discussion on the cor-
porate financial culture brings us to the point where we
may develop it.

The purpose of the article. In contrast to the above
studies, which are based exceptionally on optimal cap-
ital structure explorations, this paper deals with the
questions concerning corporate financial culture. The
main purpose of this study is to develop theoretical
and empirical approaches to the problem coping with
the corporate financial culture which should be based
on the sustainable development principles. The way
we see this problem is derived from our intention to
provide a sufficient financial support to the Ukrainian
industrial companies in terms of the sustainable capital
management.

Main results. Generally, a corporate sustainability
is defined essentially as its ability to the active perfor-
mance when facing different challenges. Moreover,
under the changeable circumstances, the corporate sus-
tainability refers to the main factor of the profit making
process.

A mechanism of the capital structure optimization,
which is a cornerstone of financial culture creation, is
viewed as one of the valuable means for sustainable
capital management (Figure 1).

To get started, it is extremely important to identify
a notion of “corporate financial culture”. By corporate
financial culture, we mean optimal capital structure,
which allows a company to withstand different problems
and challenges. Understanding a nature of the financial
capital structure is also fundamental to understanding
the mechanism of its optimization. Having analysed a
set of concepts, we attempted to sum up them all in one
chart. The proposed classification illustrates the struc-

Table 1

Cross-Branch Analysis of the Financial Capital Structure in Ukraine [the author’s estimations]

Indicators Branches of economy
Information | Agriculture | Restaurants | Industry Finances | Construction | Trade
Equity, % 62,9 54,2 54 52,4 52,3 31,5 12,9
Debt, % 37,1 45,8 46 47,6 47,7 68,5 87,1
Debt-to-equity ratio 0,59 0,85 0,85 0,91 0,91 2,17 6,75
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Figure 1. The Mechanisms for Corporate Sustainable Development Management [7]
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tural and logical relations among the different financial
resources (Figure 2).

To develop a model that represents the current state
in the practice of building the optimal capital structure,
we conduct a cross-branch analysis. It is focused on
the comparative assessment of the debt-to-equity ratios
across the branches (table 1).

Taking the obtained results together, it should be
underlined, that branch characteristics have a strong
influence on the corporate capital structure. This is evi-
dent from the next investigation. Using software pro-
grams we estimated the correlation between the debt-to-
equity ratio and the main characteristics of production

activity at the industrial level. As a result, strong corre-
lations were revealed (table 2).

Based on the empirical findings, the following
hypotheses are developed. Highly capital-intensive pro-
duction constrains the firms’ access to the bank loans.
A renovation, as well as a modernization and recon-
struction, is financed mainly through its own corporate
capital. Under favourable production conditions (the
increase in the production sales), additional needs in the
financial capital can be met with the help of the high
capitalization of the earnings received. A bankruptcy is
determined by the overwhelming debt share in terms
of the total capital, which is advanced to the corporate
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economic activity. The revealed dependencies should be
taken into account when the optimal financial strategy
is adopted.

When building the mechanism of the capital struc-
ture optimization, let’s look at the case of a particular
industrial enterprise. The proposed mechanism is going
to be applied at one of the Ukrainian industrial enter-
prises called CC “Cheksil”. Its main activity is con-
nected with the yarn production.

At the first stage, we identify the type of financial
sustainability. For this purpose, we have to construct a
balanced model [8] for the assessment of the corporate
financial culture (table 3).

After the approach was implemented, we found out
that the corporate culture is far from the sustainable
area: there is a failure risk at a rate of 75-100 %. In
order to avoid bankruptcy and obtain an optimal capital
structure, we must put the financial risks to the minimum
rate. In this relation, we recommend employing the risk
minimization technique for building the optimal capital
structure.

Minimization of financial risks is based on a con-
servative approach to assets financing. According to this
approach [10], the optimal capital structure looks like:

STD =05 pWA

where E — is an equity,

LTD - is a long-term debt,

FA — are fixed assets,

F WA — is a fixed part of working assets;

V_ WA —is a variable part of working assets;

STD - is a short-term debt.

Let’s take data from corporation’s Balance Sheet [9]
and put them into formula (1):

{E + LTD = 50318+ 8766 + 0,5*58335 = 82251,5;

2
STD =0,5*58335 = 29167,5 @
Hence, optimal capital structure minimizing the
risks comes to:

{E +LTD = FA+F WA+0,3V WA;

E+LTD = 882515 *100% = 75%;
(882515 + 29167,5) 3
_ 201675 1000s _ 25
(882515 + 29167,5)

Analytical calculations at the enterprise inquired
show that the optimal financial capital structure should
be built in the following way: a short-term debt should
come to 25%; both equity and a long-term debt should
come to 75%.

Table 2
Branch Analysis of Corporate Capital Structure [the author’s estimations]
Industrial Parameters R? (correlation) Interpretation
Value of the Production Fixed Assets -0.9298 Capital-intensive production constrains firms’
access to the bank loans.
Investments to the Production Fixed Assets -0.9286 Corporate own capital is preferable to debt.
Production Sales -0.9291 Under favourable conditions (the increase in
sales), additional needs in capital can be met
Profit -0.9694 due tZ) the higher level of cap%talization.
Bankruptcy Frequency +0.9816 Debt is a huge contributor to corporate default.
Table 3
Financial Culture Analysis made for CC “Cheksil” [the author’s estimations based on 9]
Ne Parameters Values
1 |Equity 13838
2 |Fixed Assets 50318
3 | Net Working Assets (line 1-line 2) -36480
4 | Long-Term Liabilities 49839
5 | Net Working Assets + Long-Term Liabilities (3+4) 13359
6 | Short-Term Loans 25385
7 |Sources Used to Finance Inventory (5+6) 38744
8 |Inventory and Deferred Expenses 58335
9 |Surplus (+) or Lack (-) of Net Working Assets (3-8) -94815
10 | Surplus (+) or Lack (-) of both Net Working Assets+ Long-Term Liabilities (5-8) -44976
11 | Surplus (+) or Lack (-) of Sources Used to Finance Inventory (7-8) -19591
12 | Financial Solvency Index' S = {S (line 9), S (line 10), S (line 1)} (0,0,0)
13 | Type of Financial Solvency Crisis Area
14 |Risk Ratio 0,75-1,00
15 |Financial Culture Very weak

'If (line )<0, then S (line ) = 0; if (line ) > 0, then S (line ) =1
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Table 4
Current-to-Optimal Corporate Capital Structure Analysis [the author’s calculations]
. Capital Structure, % . .
Capital Structure Optimal Current Deviation from the optimal parameter
Equity 60 12 -48
Debt 40 88 48

To find a final optimal capital structure, let’s add the

next limitation into a model, taken from [11]:

FL=L-|;DSO,25, 4

where FL — is a financial leverage ratio (financial risk
ratio).

To make calculations easier, we assume that the
financial leverage ratio (the financial risk ratio) comes to
0,25. In this setting, the corporation is given an oppor-
tunity to run its activity without serious financial losses.
In other words, it provides its growth within the frames
of the sustainable development. The model of capital
structure optimization is depicted below (expressed in
fractions, not percentages):

STD+LTD+ E =1,00;
E+LTD =0,75;

LTD: E =0,25; )
]STD =0,25
[0,25+ LTD+ E =1,00;
E+LTD=0,75; (6)
ILTD =0,25E
0,25+ 0,25E + E =1,00; ;
E+LTD =0,75 M
1,25E =0,75;
(8)
E+LTD =0,75
E =0,6;
LTD =0,15; 9
STD =0,25
E =0,6;
(10)
{D =0,25+0,15=0,4

In this relation, the optimal financial capital struc-
ture is recommended to be built in the following way:
equity = 60%, total debt = 40%.

The analysis of a current capital structure demon-
strates that the company is highly indebted (table 4).

Let’s check whether optimal capital structure
improved financial culture. For this purpose we account
distance to default:

In(A)- In(DPT)

O

DD = (11
where DD — is a distance to default,

A — are assets,

o, —annual asset volatility,

DPT —is a default point:
DPT =STD + 0,5LTD. (12)

The obtained results are placed into table 5.

Table 5
Distance to Default [the author’s calculations]

Accounting | Capital Structure, % Improvements

Parameter Optimal | Current P

Distance to 29.9 13,6 Extepded 2,2
default times

Drastic measures should be undertaken to correct the
capital structure. In particular, such actions are recom-
mended to be performed: the indexation of fixed assets;
the increase in sales; the rise of profit; the increase in the
reserve fund and retained earnings.

Conclusions. The clear conclusion is that there is the
obvious need to move towards the sustainable develop-
ment in today’s unstable business environment. From the
author’s point of view, such a transformation should be
based on the financial culture development with a strong
focus on capital structure optimization. Therefore, the
mechanism of the capital structure optimization requires
a thorough survey and must be implemented cautiously
and with a critical eye.

Perspectives of future research. Hopefully, the
obtained findings will significantly facilitate the indus-
trial sector in attaining its financial sustainability due
to the building of the optimal capital structure, which
is going to maintain its sustainable development as a
whole. We believe that our recommendations can be
used in practical capital structure decisions although the
specific calculations must be fulfilled for each firm that
needs such a decision.

—
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IIpoxonenko I.B., acipant
Kadeapy MEHEHKMEHTY 1 MIDKHApOIHOTO MiITPUEMHHULITBA
Hayionanvnuii ynieepcumem «Jlvgiscoka nonimexuixay

TEHJEHIIII PO3BUTKY MAIIMHOBYAIBHUX MIIPUEMCTB YKPATHA
B PO3PI3I ®OPMYBAHHS iX IHTEJEKTYAJIbHOI'O KAIIITAJIY

Hpmconemco I.B. Tengenmii PO3BHTKY MaIIHHOOY(iBHAX nmnpneMcTB Ykpainu B po3pisi popmy-
BaHHSI iX iHTE/IEKTYaILHOr0 Kanitauy. Y CTarTi BUCBITICHO TGH}IEHHII PO3BUTKY NPOMHUCIIOBOCTI YKpaiHu
Ta MiANPUEMCTB MAIIMHOOYyBaHHs B 1i ckiani. ChopMOBaHO 3B’SI3KM CTATUCTUYHUX IMOKa3HHUKIB Ha MaKpo-
PIBHI 3 XapaKTEePUCTUKAMH PO3BUTKY IHTEICKTYaJIbHOIO KaniTany MalMHOOYAIBHUX MIAIPUEMCTB Ta ix ¢i-
HAHCOBUMH pe3y/IbTaTaMi. BUSBICHO CydacHi TCHICHIIT PO3BHTKY MAIIMHOOYMIBHUX IiJAMPHEMCTB y PO3-
pisi (bopMyBaHHﬂ iX iHTeNeKTyaabHOro Kamitaxy. Ha ocHOBI aHani3y CTaTUCTUYHUX JaHUX po3po6neHo cxemy
B3a€MO3B 53Ky 3a0e31euyBalbHUX XapaKTEPUCTUK 1HTEJIEKTYaIbHOIO KaliTaly, HOKA3HUKIB HOro eKoHOMiu-
HOTO OIIIHIOBaHHS Ta PE3yJAbTATiB POOOTH MiIPUEMCTB MAITHOOYTyBaHHS.

Ku1rouoBi cioBa: iHTeNEKTYaIbHIH KaIliTal, iHTeNEKTyaIbHUN TOTEHIT1all, MAaITMHOOY/IIBHI MiAPHEMCTBA,
MOKAa3HUKU OLiHIOBaHHS, (PakTOpH BUPOOHUIITBA.

ITpoxonenko U.B. TengeHunu pa3BuTHs MAIIMHOCTPOUTEILHBIX NPEANPUATHI YKPauHbI B pa3pe3e
¢dopMupoBaHus UX UHTE/UIEKTYAJbHOI0 KauTala. B cTarbe OCBEIIEHbl TEHJEHIUHU PA3BUTUSA ITPOMBbIILI-
JICHHOCTH YKpauHbI ¥ MIPEIPUATHH MAITMHOCTPOCHUS B ee coctaBe. C(OPMHUPOBAHBI CBS3H CTATUCTUYCCKUX
MoKa3areseil Ha MaKpOypOBHE € XapaKTePUCTUKAMU PA3BUTHSI MHTEIJICKTYaJIbHOTO KaluTana MalllkiHOCTPOU-
TENBHBIX TPEANPUATHN U UX (MHAHCOBBIMH Pe3yJIbTaraMu. BBIABICHBI COBPEMEHHBIE TEHICHIIMU Pa3BUTHUS
MaITHHOCTPOUTEIHHBIX TPEIIPHATHN B pa3pe3e (GOpMHUPOBAHUS UX HHTCIUICKTyaIbHOTO KaruTana. Ha ocHo-
B€ aHAJIM3a CTAaTUCTUYECKUX JAaHHBIX pa3padoTaHa cxema B3auMOCBSI3H 00€CIICINTEIFHBIX XapaKTEPUCTHK WH-
TEJUISKTYaJIbHOTO KaluTala, oKa3arejiei ero SJKOHOMHUUECKOM OLIEHKU M PE3yJbTaTOB Pa0OThl MPEAIPUITUN
MAIIMHOCTPOEHHUS.

KuroueBble ci10Ba: MHTEIUICKTYAIbHBIN KaUTAal, HHTEIJICKTYalbHbIN MOTEHIIMAI, MAILIUHOCTPOUTEIbHBIC
MIPEIPUATHS, TIOKA3aTeNN OIIEHKH, (PaKTOPHI TIPOM3BO/ICTBA.

Prokopenko 1.V. Tendencies of the machine-building enterprises development in the aspect of for-
mation of their intellectual capital. This article enlightens the Ukrainian industry development tendencies,
particularly machine-building enterprises. Formed ties statistical indicators at the macro level with the char-
acteristics of intellectual capital machine-building enterprises and their financial results. Revealed current
trends in engineering enterprises in terms of the formation of their intellectual capital. Based on the analysis of
statistical data scheme of the relationship of security features of intellectual capital, its economic performance
evaluation and performance machine-building enterprises.

Keywords: intellectual capital, intellectual potential, machine-building enterprises, performance evalua-
tion, factors of production.
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