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INTRODUCTION

Modern global economic challenges caused by the COVID-19
pandemic and various changes in the structure of the world market of
goods and services require the developing of new models of economic
systems management based on appropriate strategic management
methodology, implementation innovation, use of prospects for various
risks caused by the pandemic, implementation mechanisms for ensuring
the security of economic systems. Ensuring effective management of
economic systems in the current global challenges is impossible without
the introduction of a new concept of functioning and sustainable
development of economic entities.

To ensure effective management of economic systems in the context
of modern global challenges it is necessary to determine the state of the
economic process of entities and explore the impact of risks on current
activities, justify and developing a system to overcome negative effects
on economic activity and obtain a positive economic result. The
effectiveness of developed conceptual provisions to ensure effective
management of economic systems is determined by the ability of the
management system to withstand the destructive effects of the external
environment and due to the strengths to direct the resources of economic
entities to maintain the economic process, able ensure to save resources
and cover current costs economic entities, etc.

The purpose of writing this collective monograph is to substantiate
the theoretical and methodological foundations and the formation of
new models of management of economic systems, taking into account
pandemic changes in the market environment of economic entities.

The object of the author’s research was the process of formation and
implementation the models of economic systems management of
economic entities in destabilizing the market environment, reducing the
business activity of actors under the influence of pandemic changes,
closing borders of countries, various restrictions by governments.

The subject of the study were socio-economic, organizational and
institutional processes of formation and effective implementation of new
models of economic systems management of economic entities;
formation of mechanisms for preserving the resource potential of
economic entities; introduction of scientific achievements and
development of innovative potential of economic entities; consideration
of the practice of economic systems management using world
experience in various sectors of the economy.
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Chapter 1
THEORETICAL FOUNDATIONS AND
METHODOLOGY OF THE ECONOMIC
SYSTEMS MANAGEMENT

Britchenko Igor

Doctor of Economics, Professor

State Higher Vocational School
Memorial of Prof. Stanislaw Tarnowski
in Tarnobrzeg;

Doctor of Economics, Professor PANDEMIC

VUZF University of Finance, Business | ECONOMIC CRISIS:
and Entrepreneurship ESSENCE, REASONS,
Bezpartochnyi Maksym COMPARATIVE
Doctor of Economics, Professor at the CHARACTERISTICS,
Department of Economics and OPPORTUNITIES
Marketing

National Aerospace University named
after N. Zhukovsky “Kharkiv Aviation
Institute”

(Tarnobrzeg, Poland; Sofia, Bulgaria;
Kharkiv, Ukraine)

Before pandemic the world economy had a pre-crisis situation which
was characterized by unprecedented imbalances in the global financial
and economic system, the lack of growth in world GDP, which posed a
real threat to the world economic order. Almost all global analysts
predicted a global economic crisis at the end of 2019. For the first time
since time immemorial, bank interest rates in all countries have dropped
to unprecedented low levels. Often interest rates were 0% or even
negative. The EU’s financial system has been so disfigured by the VAT
tax that fraud with this tax has reached a scale far exceeding hundreds of
billions EUR and in fact got out of control of the authorities. The
imperfection of the EU’s financial system led to Brexit, statements by
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the actually bankrupt Italy, and other countries about their intention to
leave the euro zone. The EU was not able to adopt a budget for the next
7 years. The US trade wars with China, the US with Europe, the
complete impasse of the Russian economy and much more led to the
fact that the global crisis was already on the verge. The global recession
was about to begin.

As a result of the pandemic, four major events occurred:

1) huge reduction in GDP in almost all countries;

2) the USA, the EU and many other countries have adopted laws on
the so-called anti-crisis infusion of money into the economy on an
enormous scale. At the same time, states were allowed to deviate from
the standard proportion of public debt relative to GDP. Typically, such a
standard was 60%. Now there are no legal prohibitions on increasing
public debt under the legalized right of central banks to virtually
unlimited emission. That is, all countries can print money, multiply
government debt almost unlimited;

3) the population as the main consumer of material goods is
frightened and partially deprived of livelihoods, which will gradually
decrease consumer demand around the world,;

4) at first the global confrontation of modern energy-saving
technologies with hydrocarbon production began under the flag of
ecology and energy rationality, to which more recently an
unprecedented earlier oil confrontation joined the non-oil market,
smoothly transitioning to the gas market, which has actually already
gone beyond the framework of a purely economic process.

It is important to understand that on the scale of the world economy
apart from these processes nothing significant has happened. All other
processes and phenomena do not have any significant economic
consequences.

A huge monetary emission with a gigantic reduction in global GDP
and solvent demand will indeed lead to tectonic changes in the global
economic order. In order to clearly understand the essence of these
changes it is necessary to understand that in the economy not figures,
formulas or calculations, but proportions, like starting conditions and the
final result of economic processes are of fundamental importance. It is
the proportions of the world economy that will determine the future
world economic order. It is proportions that will form the objective
conditions for the development of the world economy. It is not so
important how much a particular product is worth, as in fact, it is
important how many other products you can buy for it.
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The fall in world GDP in all countries will be enormous. And it’s not
so important how specifically the percentage will fall. It is important
that a drop in GDP will make the economies of developed countries
even stronger with respect to the economies of less developed countries.
At the same time, the more GDP will fall (that is, the deeper the
economic crisis will be), the more developed countries will become
in relation to less developed ones. Such an effect is inevitable even if
the GDP of developed countries decreases by the same percentage as the
GDP of developing countries. At the same time, it should be noted that
the level of decline in GDP of rich countries will be significantly lower
than the level of decline in GDP of undeveloped countries.

Issued cash emissions in almost all countries and an increase in
government loans will lead to a significant depreciation of the money
supply. But here the above effect will also be observed and rich
countries will significantly strengthen their positions in relation to the
poor. And besides, the greater the “anti-crisis injections” into the
economy the greater will be the advantage of rich countries. This effect
is obvious even if the currencies of rich and poor countries were
equivalent. And taking into account the unequal currencies of developed
and undeveloped countries, this effect due to the banking specifics will
be multiplied. First of all, countries whose currencies are global will
win. Moreover, it is they who will carry out the issue and it is they who
will decide where exactly the injections of saving money will be carried
out. The exchange rate differences between currencies and interstate
borrowings will strengthen the rich, developed countries much more
than the changing proportions in the structure of GDP. Therefore, the
most developed countries are actually not very concerned about the fall
in GDP, because they have a much more effective tool — this is what
they control the printing press. In fact, everything is now in their hands,
they are active players, and the rest can only passively react. Such is the
lot of poor economies.

A widespread decline in consumer demand will similarly strengthen
the economies of developed countries. At the same time, the more
solvent demand decreases, the more attractively the solvency of
developed economic countries will grow exponentially.

The “Great Oil War” looks very unusually attractive. In the current
economic conditions, the role of Russia will obviously fall to a
minimum even without an oil conflict. But the oil wars are really
capable of simply resetting Russia to the point of no return. Moreover,
Russia has no chance to resolve the situation peacefully, that is, in an
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economic way. Arabs have it! Arabs, on the one hand, are not interested
in strengthening the USA, Europe, China, Japan and England, and
obviously understand that the fall in oil prices is working against them.
But unlike Russia, they have a way out and not even one. Just Russia is
stopping them. Here are a few exits for the Arab world. Create a single
monetary union with the Arab countries, from the beginning oil
producing countries, and then attach the currencies of the other Arab
countries to the single Arab currency. Moreover, unlike the EU, they do
not have linguistic and religious diversity. There are other solutions. But
here Russia is like a splinter with its war in Syria and inadequate
imperial behavior in the Arab world. As an option, the Arabs can
generally deliver oil to Europe for almost half a year for free in order to
stop all the wells in Russia that it would be impossible to renew, then to
completely dominate the world oil market and return all losses incurred
earlier. Here a lot will depend on the human factor, that is, on the public
administration system.

What to do in order to maximize the use of the correct forecast for
your own benefit. To understand this, it is necessary to recognize the
two most important factors: 1. Are there any restrictions in the
mechanism for establishing a new world economic order? 2. What is the
pandemic crisis fundamentally different from the economic crisis of
2008-2009 and other world economic crises?

1. It should be noted that there is one limiting factor. This factor is
described by Karl Marx. Thanks to this discovery the United States won
the confrontation with the USSR. This is the labor component of surplus
value. The fall in GDP and the depreciation of the money supply leads
to an even greater depreciation of labor, due to which GDP arises. This
process is enhanced today by unprecedented robotization and
digitalization of production processes. Depreciation in itself is not as
bad for the global economy as imbalances in the labor market. Even
before the crisis, the disproportion in the cost of labor in the world
economy reached a level where the cost of the same labor in developed
and “underdeveloped” countries sometimes differs by a factor of
hundreds, and sometimes by a factor of 1000. The paradox is that both
workers do exactly the same job, but their work is evaluated and paid
differently. The imbalances in wages are increasing, both between
countries and within countries. Such imbalances can lead to irreparable
consequences that can destroy the new world economic order. In fact,
they lead to the collapse of the labor market and the destruction of a just
“social elevator”, which in turn can destroy the new world order from
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the inside. This restriction is actually very, very serious and does not
allow the superpowers to cross a certain line of the decline in world
GDP and the depreciation of the money supply. In fact, so far no
economy in the world is able to do without human labor as a factor in
creating GDP. Even highly-robotic Japan, it is impossible to abandon
the workforce and in the near future the labor market will remain the
most important market in developed countries. The labor market has
been and will be more important than the currency, stock, commodity
and any other market. It is well known that there are only two ways to
make a person work: motivation or coercion. Homo sapiens already
realized that motivation is a much more effective way of forcing a
person to work (that is, to create GDP). The paradox is that all the
economic power of developed countries is built thanks to mechanisms to
stimulate the work of people. The main task of a developed state is to
maintain and improve such motivation mechanisms, the creation of the
so-called effective “social elevator”. In fact, it was thanks to the creation
and stimulation of such mechanisms that these countries became so
developed, rich and prosperous and were able to win a historical contest
with their opposite — the USSR, whose economy was based mainly on
mechanisms of forced labor. Paradoxical as it may seem, developed
countries have become hostages to the mechanism they created for
involving labor in the process of creating GDP. The world hegemony of
rich countries is based on the presence of economic imbalances; leaders
are interested in maintaining unfair proportions in order to grow rich at
the expense of third world countries. But at the same time, they cannot
afford these proportions to reach absurd proportions that will lead to its
stop or collapse. This is most sensitively manifested and felt on the most
important component of a market economy — the labor market. It is hard
to imagine that a new world order can exist if the imbalance in wages in
the domestic and foreign markets reaches, for example, ten thousand
times. World leaders cannot reduce GDP infinitely; they are limited by
the factor of labor value. The negative is that the experience of many
countries (including India) suggests that the level of GDP decline can be
very large. On the positive side, such imbalances threaten the labor
market of developed countries themselves. One gets the impression that
the absence of any reasonable, justified and understandable deadlines for
quarantine completion indicates that they are testing and looking closely
at how much more safety margin there is to reduce GDP, to issue money
to maximize benefits.

2. It is important to understand how the pandemic crisis 2020
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fundamentally differs from the economic crisis of 2008-2009. The
previous crisis was caused by the prolonged irrational behavior of a
large number of people who took consumer loans. Irrational behavior of
people has led to a massive inability to return consumer loans to banks.
The most common collateral in consumer lending was real estate.
Massive non-repayment of consumer loans led to the confiscation of this
property and a sharp increase in the supply of secondary real estate
through the sale of collateral, and, as a result, to a significant drop in
property prices. At the same time, there was a drop in demand for
consumer loans. Massive defaults on consumer loans and a drop in
demand for new loans significantly reduced the solvency of American
banks, and many even went bankrupt. The decrease in the solvency of
American banks (and the resulting decrease in their ratings in world
rating agencies) severely limited world trade due to the fact that
American banks are the main guarantors of letters of credit when
concluding international agreements. Falling real estate prices hit
construction and many related sectors of the economy, and the negative
effect was amplified by the animated effect in the banking system. The
fall in world trade has worsened the financial situation of small
countries with small domestic market opportunities, whose economies
are as dependent on exports and world trade as possible. All this
superimposed on the phenomenon of the Greek debt crisis, which, in
fact, was incomparably smaller compared to the credit crisis of the US
banking system, but due to certain specifics, the Greek financial crisis
created a panic effect that overlapped the American crisis has already
erupted, growing into a global one. The panicky nature of the Greek
crisis was that, unlike the United States, it was not caused by irrational
behavior of citizens in the consumer market, but by irrational behavior
of the state, more precisely, politicians representing the state and
authorized by it. In Greece, after a long and fairly successful reign of the
Pasok party led by the Papandreou family, the populist New Democracy
party led by Kostas Karamanlis came to power. To increase its
popularity among the population to the joy of the Greeks, it was decided
to hold the 2004 Olympic Games in Greece, for these and other
purposes, simply fabulous volumes of foreign loans were attracted,
which were irrationally spent on sports infrastructure objects that did not
give profit in the future. The Olympics ended, but the debts remained.
New loans were later attracted to pay off external loans and the debt
group grew in accordance with the laws of the classical financial
pyramid, which collapsed in 2008. The reason for the Greek crisis was
13



the irrational economic policy of the state, while in the United States
and other developed countries the crisis was caused by the massive
irrational behavior of consumer citizens. The Greek crisis caused panic
because on the one hand it coincided and resonated with the global
consumer crisis, and on the other hand it was a crisis of the state, not of
its citizens. You can take a deposit from citizens in order to fully or
partially repay a bank loan, and what to do with the state, especially
with the state belonging to the euro zone and especially with debt in
excess of GDP. But be that as it may, THE REASON FOR ANY
ECONOMIC CRISIS IS INSUITABLE BEHAVIOR. The reason for
the financial crisis of the year is not low incomes but irrational
expenses, therefore, the financial crisis is a mechanism for redistributing
financial and other material resources from those business structures,
people or states that behaved less rational in favor of those who have
more rational economic behavior ... This is the essence and the same is
the big positive side of any economic crisis (including financial or even
pandemic). ANY ECONOMIC CRISIS IS NEW OPPORTUNITIES. If
the disease can occur both with the participation of a person and without
him, but the ECONOMIC CRISIS IS CREATED EXCLUSIVELY BY
PEOPLE. A pandemic economic crisis is different in that it is created by
both the irrational behavior of people and the state. Figuratively
speaking, this is a mutation or combination of the Greek and American
financial crisis, combined with the desire of rich countries to establish a
new world order and all this happens in the conditions of the third
world oil war. It is clear that such a thermonuclear mixture can radically
change the world economic order. But for those who are able to develop
and implement a rational economic strategy of behavior, the crisis is
able to provide new, unprecedented opportunities (even for countries
that, at first glance, are unpromising and hopeless).
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Introduction

The word condition means “general state of something” (https:
/Isjp.pwn.plise/kondycja.html), and in the context of the present article it
is the state or situation of an enterprise. Company’s financial condition
indicates its predispositions to stay on the market. All decisions made by
managers regarding short and long periods of time depend on and affect
its financial condition. The financial condition determines the
company’s assets as well as sources of their coverage. It is a static
aspect of the subject of analysis (Bednarski, 2007, p. 11), determined for
a specific period of time. The continuity of decision making is a
response to changes. Financial results are a dynamic approach, which is
affected by sales revenues, own costs, taxes, subsidies, etc. Profits or
losses may have a positive or negative impact on the company’s
financial condition. This forms a close relationship between the static
and dynamic approach of the subject of analysis.

The study of facts and economic events by dividing them and
examining the relationship between individual elements is of great
importance for companies as well as many institutions, entities or
individuals.

Running business involves a continuous decision-making process.
These decisions not only affect current operations but also the future.
The goal of every enterprise is to maximize profits; therefore, the
rationality and effectiveness of enterprise management are considered
the main issues. Analysis is not only a source of information about the
financial situation, it is also one of the main tools used to eliminate
decision errors. Analysis of the results allows to verify whether previous
decisions were correct and what were their consequences. It also gives
an opportunity to respond to future situations. When assessing the
company’s condition, it is important to select tools, to compare and
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correctly interpret the obtained results.

The financial analysis of the company “Degbica Joint Stock
Company” in the years 2015-2017 aims to show that financial analysis
allows to detect areas of management that require a change in
management due to the high costs of their operation.

The essence subject and importance of financial analysis

A primary goal of any business is making profit. Sometimes the
costs incurred exceed the revenues obtained and a company brings
losses. In this case, a financial analysis is an irreplaceable tool for
correcting decisions. According to Boleslaw Werste, a financial analysis
is a scientific method in which an examined entity is divided into parts
and each part is discussed separately (Kurtys, 1996, p. 10). It allows to
examine relationships between individual components of controlled data
and between components and the whole entity, and to consider what
factors cause the identified changes. Analysis is a process that assesses
the existing course of action and allows to improve or change the
approach to the issues under consideration, and in particular it gives the
opportunity to check the effectiveness of operations expressed in
financial condition. The goal of financial analysis comes down to
assessing the rationality of the financial management of a company in
the past, diagnosing the current state and determining the further course
of action.

The study and assessment of issues defined in the entire economy is
the domain of macroeconomic analysis. Microeconomic analysis
focuses on entities in the economy, that is: enterprises, households,
groups of people. It also applies to specific areas of economic activity,
e.g. production, inventory management, work efficiency or asset
turnover. The subject of financial analysis is the company’s assets,
financial results and general financial situation, i.e. elements of the
company’s operations expressed in a monetary measure. The subject of
technical and economic analysis are economic figures, whether factual
or personal, and specific sections of economic activity are subject to
examination. The economic analysis, from a time point of view, can be
divided into the one concerning the past period, namely retrospective
(ex-post) and one referring to the future period, i.e. anticipative (cx-
ante) as well as operative. Retrospective analysis is focused on past
economic events and allows to explain the changes that have taken place
in an enterprise. Thanks to this it is possible to prevent undesirable
consequences of decisions and to reduce adverse tendencies. Ex-ante
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analysis allows to determine the results of anticipated processes, taking
into account factors that have already occurred as well as those that may
appear. This analysis is used most often in a planning process. Ex-post
and ex-ante analyzes can be carried out at all levels of management in a
company. Operative analysis is aimed at preparing analytical data on
economic processes in relatively short timeframes. This analysis can be
directly applied for standardization of deviations from the assumed
parameters in those segments of an enterprise in which the sequence of
processes is crucial from the perspective of the key effects of this
company’s operations.

Financial analysis of “Degbica Joint Stock Company” in the years
2015-2017

The tire company “Debica Joint Stock Company”, whose head office
is located in Dg¢bica at 1 Maja Street 1, belongs to the American concern
“The Goodyear Tire & Rubber Company”. The concern has been a
strategic investor in the company since 1995. “Dgbica Joint Stock
Company” is the largest in Europe and one of the largest Goodyear
factories in the world, and thus a leading manufacturer of tires for
passenger cars, vans and trucks on the Polish market.

The company manufactures tires of brands such as Debica,
Goodyear, Dunlop, Fulda and Sava
(https://www.debica.com.pl/o_firmie). The company operates in the
Special Economic Zone “Euro-Park Mielec”.

The analysis of the dynamics and structure of the financial
statements of the company “Dgbica Joint Stock Company” was based on
the balance sheet, profit and loss account and cash flow statement for
2015-2017.

The analysis of the asset’s dynamics in the tire company “Debica
Joint Stock Company” based on the three reporting periods shows that
there was an increase in total assets by 1.39% in 2016 and then by
13.56% in 2017. The increase in current assets was higher than fixed
assets. Current assets increased in subsequent years by 5.91% and
30.54%. However, for fixed assets in 2016 there was a decrease of
1.89% and in 2017 an increase of 0.25%. In the analyzed years, the
company’s liabilities increased. Equity changed positively by 2.53% in
2016 and by 8.50% in 2017. Foreign capital decreased by 1.25% in 2016
and increased the following year by 25,70%.

This dynamic of fixed assets was affected by a decrease of value of
intangible and legal assets as well as fixed assets with a simultaneous
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increase in long-term prepayments. The dynamic increase in inventories
in 2016 by 1.5% and in 2017 by 41.06% contributed to the increase in
current assets. Short-term receivables in 2016 decreased by 9.06%, and
then in 2017 increased by 38.04%. There was an increase in short-term
investments in the years under review, first by 19.75% and then by
23.45%. Supplementary capital and other reserve capitals had the largest
share in the balance sheet total among equity.

Among equity capital, the largest changes occurred in profit and
other reserve capital. Changes in liabilities were related to the decrease
in provisions for liabilities in 2016 and their increase in the following
year and to the increase in long-term liabilities in 2016 by 39.20% and
35.77% in 2017 year. In 2016, short-term liabilities increased by 1.14%
and in 2017 by 28.52%.

In 2015, fixed assets constituted 57.95% of the balance sheet total, of
which the largest, 57.79%, were tangible fixed assets, and the rest were
long-term investments and long-term prepayments, including 0.15%
deferred tax assets (in connection with running a business in the Euro-
Park Mielec Special Economic Zone, Degbica has been using the
discount since 2013 in corporate income tax). The study of the structure
of fixed assets in 2015-2017 indicates their gradual decline. In 2016, the
share was 56.07%, while in 2017 it decreased to 49.50%. In turn, the
share of current assets had an upward trend, from 42.05% in 2015, by
43.93% in 2016 and 50.50% in 2017. The full structure and dynamics of
assets are presented in Table 1.1, it shows the changes that took place in
all individual elements of current assets. The share of equity in sources
of financing assets decreased. In 2015, equity constituted 69.82% of the
balance sheet total, in 2016 70.61%, and in 2017 67.46%. Liabilities and
provisions in 2015 accounted for 0.18% of total liabilities, in 2016
29.39% and 32.54% in 2017. Short-term liabilities had the largest share.
This resulted in an increase in long-term and short-term liabilities. Table
1.2 shows the dynamics and structure of liabilities.

Analysis of the structure and dynamics of the profit and loss rate

The profit and loss rate was analyzed with the use of inflation
adjustments. Inflation was -0.6% in 2016 and 2.0% in 2017. The data in
Table 1.3 shows that 2016 brought a 37.10% decrease in net profit,
while in 2017 there was an increase by 132.28%. The analysis of the
structure indicates a fairly large share of the cost of products sold in
2015 90.09% and in subsequent years 91.93% and 90.89%. Other
operating costs constitute less than 1%.
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Table 1.1

Analytical approach to part of the balance sheet of “De¢bica Joint
Stock Company” — assets

Balance Indicators | Indicators
sheet (in 2015 2016 2017 of the of the
PLN pace of pace of
thousand) change change
2016/15 | 2017/16
Fixed assets [829765 814042 | 816061 | -1.89% 0.25%
Intangible 21 9 0 -57.14% | -100.00%
assets,
including
goodwill
Property, 827507 | 811646 | 809035 | -1.92% -0.32%
plant and
equipment
Long term 144 144 144 0.00% 0.00%
investments
Long term 144 144 144 0.00% 0.00%
financial
assets
In other 144 144 144 0.00% 0.00%
entities
Long-term 2093 2243 6 882 7.17% 206.82%
prepayments
Assets due 2093 2097 6 844 0.19% 226.37%
to deferred
income tax
Other 0 146 38 14 600% | -73.97%
prepayments
Current 602 183 | 637778 | 832571 | 5.91% 30.54%
assets
Inventory 74834 75958 107145 | 1.50% 41.06%
Short-term 241975 | 220043 | 303744 | -9.06% 38.04%
receivables
From 207331 | 198957 | 277513 | -4.04% 39.48%
related
entities
From other | 34 644 21 086 26 231 -39.14% | 24.40%
entities
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Table 1.1 (continued)

Short-term 284425 | 340601 | 420481 19.75% 23.45%
investments

Short-term 284425 | 340601 | 420481 19.75% 23.45%
financial

assets

in related 255000 | 255000 | 350000 | 0.00% 37.25%
entities

in other 0 0 0

entities

cash and 29 425 85 601 70 481 190.9% -17.66%
other cash

assets

Short-term 949 1176 1201 23.92% 2.13%
prepayments

Total assets | 1431948 | 1451820 | 1648632 | 1.39% 13.56%

Source: own study based on the balance sheet of the tire company “Debica Joint

Stock Company”

Table 1.2

Analytical approach to part of the balance sheet of “De¢bica Joint
Stock Company” - liabilities

Balance sheet Indicators | Indicators
(in PLN 2015 2016 2017 of the of the
thousand) pace of pace of
change change
2016/15 | 2017/16
Equity 999803 | 1025080 | 1112218 | 2.53% 8.50%
Share capital 110422 | 110422 | 110422 | 0.00% 0.00%
Supplementary | 324459 | 324779 | 326144 | 0.10% 0.42%
capital
Revaluation 68 099 67 779 66 414 -0.47% -2.01%
reserve
Other reserve 417910 | 457347 | 489664 | 9.44% 7.07%
capitals
Net profit 78 913 64 753 119574 | -17.94% | 84.66%
(loss)
Liabilities and 432145 | 426740 | 536414 -1.25% 25.70%
provisions for
liabilities
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Table 1.2 (continued)

Provisions for | 62 519 52 261 54 970 -16.41% | 5.18%
liabilities

Provisions for | 29 328 15 070 17 251 -48.62% | 14.47%
deferred

income tax

Provisions for | 31 744 31282 34 374 -1.46% 9.88%
retirement and

similar

benefits

long-term 10 235 10 856 9983 6.07% -8.04%
short-term 21 509 20 426 24 391 -5.04% 19.41%
Other reserves | 1447 5909 3345 308.36% | -43.39%
long-term 100 67 140 -33.00% | 108.96%
short-term 1347 5842 3205 333.70% | -45.14%
Long-term 1643 2 287 3105 39.20% 35.77%
liabilities

to other 1643 2 287 3105 39.20% 35.77%
entities

Current 367983 | 372192 | 478339 | 1.14% 28.52%
liabilities

to related 73 266 77 101 119840 | 5.23% 55.43%
entities

to other 294165 | 294760 | 357944 | 0.20% 21.44%
entities

Special founds | 552 331 555 -40.04% | 67.67%
Liabilities 1431948 | 1451820 | 1648632 1.39% 13.56%
total

Source: own study based on the balance sheet of the tire company *“Debica Joint
Stock Company”

Financial costs are similar, except that their level does not exceed 0.5%
in the studied years. Gross sales profit had the largest share in sales
revenues and it changed, it decreased by 22.08% in 2016 and then
increased by 29.50% in 2017, but reached a lower level than in 2015.
Other partial results show a similar trend, in 2017 sales profit, operating
profit, business profit and gross profit had a very similar level. Figure
1.1 presents the dynamics of financial results, which allows for a more
detailed analysis of the profit and loss rate.

In 2016, sales revenues fell more than costs decreased, which
contributed to a 22.08% decline in gross profit on sales.
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Figure 1.1 Dynamics of financial results of the tire company “Dg¢bica
Joint Stock Company”
Source: own study based on the profit and loss rate of “Debica Joint Stock”™

In 2017, there was an increase in sales revenues by 14.67%, while
costs increased slightly slower, by 13.37% compared to the previous
year, which resulted in an increase in gross profit on sales by 29.50%. In
2016 profit on sales — a decrease by 39.88% compared to 2015 — was
influenced by an increase in sales costs by 127%, which in the following
year decreased along with general and administrative expenses and
contributed to the increase in profit on sales by 105.84% compared to
2016. Other operating revenues first increased by as much as 471.19%,
then they showed lower dynamics (171.85% as compared to 2016. Other
operating costs decreased in 2016 by 45.22% and in the following year
by 31.71%. This state of other operating income and expenses resulted
in a decrease in operating profit by 37.10% in 2016 and an increase by
132.28% in 2017. Financial revenues increased more slowly than
financial costs, which reduced the profit on business activities in 2016.
In the following year, a faster decrease in financial revenues from costs
had a negative impact on business profit. There were no extraordinary
events, so the gross profit equaled the profit from business activity. The
final net result decreased by 17.45% compared to 2015 and then
increased in 2017 by 81.04%. Table 1.3 presents structure and dynamics
profit and loss rate.
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Table 1.3

Structure and adjusted dynamics of the “De¢bica Joint Stock
Company” profit and loss rate

PROFIT AND
LOSS (in PLN
thousand)

2015

2016

2017

Adjusted
rate of
change

pace

2016/15

Adjusted
rate of
change

pace

2017/16

Net revenues
from the sale
of products,
goods,
materials and
services

1765584

1678676

196 453

-4.35%

14.67%

Net revenues
from the sale
of products

and services

1698490

1570567

1832854

-6.97%

14.41%

Net revenues
from the sale
of goods and
materials

67094

108109

130599

62.10%

18.43%

Cost of
products,
goods and
materials sold

1590702

1543232

1784550

-2.40%

13.37%

Manufacturing
costs of
products sold

1523136

1440043

1662958

-4.88%

13.22%

The value of
sold goods and
materials

67566

103189

121592

53.65%

15.52%

Gross profit
(loss) on sales

174882

135444

178903

-22.08%

29.50%

Sales costs

8 680

19 585

14 020

127.00%

-29.82%

General
management
costs

66 982

56 565

40 391

-15.04%

-29.99%

Profit (loss) on
sales

99 220

59 294

124 492

-39.88%

105.84%
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Table 1.3 (continued)

Other 273 1550 4298 | 471.19% | 171.85%
operating
revenues

Profit on sale 0 1291 753 -42.82%
of non-
financed fixed
assets

Other 273 259 3545 -4.56% | 1241.8%
operating
revenues

Other 16871 | 9186 6 399 -45.22% | -31.71%
operating costs

Revaluation of | 976 1056 1 466 8.85% 36.10%
non-financial
assets

Other 15 507 8130 4933 -47.26% | -40.51%
operating costs

Profit (loss) 82 622 51 658 122 391 | -37.10% | 132.28%
from

operations

Financial 6 984 7010 4 475 0.98% -37.41%
revenues

Interest, 6 760 7010 4 285 4.32% -40.07%
including:

Other 224 0 190 -100.0%

Financial costs | 2 787 6 660 5297 140.41% | -22.02%
Interest, 2787 2 550 2 396 -7.95% | -7.88%
including:

Other 0 4110 2901 -30.80%

Profit (loss) on | 86 819 52 008 121569 | -39.73% | 129.17%
business

activities

Gross profit 86 819 52 008 121569 | -39.73% | 129.17%
(loss)

Income tax 7906 -12 745 | 1995 -262.1% | -115.3%

Net profit 78 913 64 753 | 119574 | -17.45% | 81.04%
(loss)

Source: own study based on the profit and loss rate of the tire company “Debica
Joint Stock Company”
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Summary

The data in the above work was chosen in order to confirm the thesis
that financial analysis helps in detecting areas in a business entity that
are worse managed.

Preliminary analysis of the financial statements revealed that their
structure and dynamics in 2015-2017 showed correct trends, including
an increase in total assets. The structure of assets decreased from over
57% to 49.50%, while the share of current assets increased. The greater
share of current assets over non-current assets in the balance sheet total
means greater flexibility when it is necessary to change the type of
production. Most of the sources of financing assets in the company
“Dgbica Joint Stock Company” were equity, the share of which ranged
from 67.5% to 70.6%. In each of the examined years, the company made
a profit that decreased in 2016 and in 2017 almost doubled its value
compared to the year 2016. In 2016, sales revenues fell more than costs
decreased, which contributed to a decrease in gross profit on sales by
22.08%. In 2017, there was an increase in sales revenues by 14.67%,
and slower rising costs enabled an increase in gross profit on sales by
29.50%. In 2016, the decrease in profit on sales was influenced by an
increase in sales costs by 127%, which in the following year decreased
along with general management expenses and contributed to an increase
in sales profit by 105.84% compared to 2016. Other operating revenues
increased in the examined years, while other operating costs decreased.
Such operating revenues and expenses resulted in a decrease in
operating profit. In 2016, financial revenues increased more slowly than
financial costs, which gave a negative impact on business profit. The
final net result decreased in 2016 and then increased in 2017. The “cash-
flow” analysis showed that the company had one of the best scenarios,
as the revenues from its main activity allowed to finance investments in
assets and repayment of loans to banks. The company coped well with
management of inventory, receivables and liabilities in the examined
years. The cash rotation cycle showed a negative balance, i.e. confirmed
good financial condition. Profitability and liquidity indicators showed a
strong market position and no solvency problems. All assets are
profitable, which means they are managed efficiently. The quick and
current liquidity ratio fluctuated at an almost standard level. Debt ratios
also do not indicate that the condition of the tire company “Debica” was
good. The company mostly finances its assets with equity, and is not
dependent on foreign capital to a significant degree.
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The calculations, their analysis and interpretation allowed to state
that the tire company “Degbica Joint Stock Company” was in a good
financial condition and had a stable market position in the examined
period.
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(Kramatorsk, Ukraine) INCLUSIVE ISSUES

The development of the world economy at the beginning of the XXI
century was marked by fundamental socio-economic transformations.
The unpredictability and depth of global change, the growing influence
of international organizations on the economic activities of nation states,
the presence of crises in the financial sector and the economy have
become a challenge to economics, real politics and economic practice.
In this regard, there is a need for scientific understanding of modern
world economic change and justification for the creation of an effective
national economic system that would take into account the peculiarities
of socio-economic, national and geopolitical development of Ukraine.
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Currently, economics, designed to explain reality and offer the most
effective options for transformation, demonstrates inconsistencies,
incompleteness and inadequacy of basic economic concepts and models,
has a number of problems in justifying and predicting the long-term
trajectory of economic development. This is primarily due to the lack of
a complete theory of economic development, especially its market stage,
which would incorporate modern methodology, adequate theoretical
generalizations and goals that would be the basis for improving the
economic system of society and effective decision-making.

In this sense, it becomes clear the growing attention of scientists to
the problem of conceptual awareness and systematic study of the
evolution of the economic system and the formation on this basis of a
new concept of national economy. The question of the necessity and
essence of the study of the evolution of the economic system is the
subject of numerous scientific discussions. The presence of
contradictory assessments and forecasts on the directions, goals,
dynamics of economic growth of the national economy requires
recourse to the intellectual heritage of world and domestic economic
thought, a deep rethinking of the scientific foundations of economic
development, its dependence on the historical track of previous
evolution.

This task becomes especially relevant when the critique of dominant
economic theories, especially neoclassical economic theory, which for
many years played the role of theoretical foundation in the study of
national and globalized economic processes. The question of updating
the methodological tools for understanding the radical changes in the
national and global economy, the formation of new scientific approaches
and principles for their understanding, the combination of economic
theory with business practice is becoming more acute.

Today, Ukraine is developing the parameters of the socio-economic
and geopolitical model of development in the third millennium. The
main national interest of our country can be realized through a well-
structured model of economic development, which is the basis for the
functioning of the national economic system. An effective model of
economic development has not yet been formed and, accordingly, not
implemented, which would fully reflect its national interests and become
a macroeconomic theoretical basis for an effective state economic
policy. Therefore, the Ukrainian economic model is not complete today.
In fact, according to some researchers, it is an eclectically combined
elements of different models: state socialism (inherited from the Soviet
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era); state-monopoly capitalism (with its clan-oligarchic nature of
development); and people’s capitalism (developing in the country in a
deformed, segmental form).

Models of economic development of individual countries are formed
within a certain economic system, which is a set of all economic
processes occurring in society on the basis of certain institutional,
property and financial relations and organizational forms. In the last one
and a half to two centuries, as already mentioned, there were different
types of economic systems in the world: a market economy based on
free competition (classical capitalism), a mixed economy (modern
capitalism) and two non-market systems — traditional (natural) and
administrative command. In each system, national models of economic
organization are built, which correspond to the existing economic,
resource and cultural potential of the country, its traditions, spirituality
and mentality.

Models of economic development of the national economic system
within the system of modern capitalism have been the subject of
analysis by domestic scientists. Thus, S. Mocherny identifies the
following basic models: 1) market economy with its modifications and
historical forms; 2) a mixed economy, which is the most perfect model
of modern capitalism; 3) post-industrial society; 4) the national
economy; 5) capitalist economy; 6) the national economy. The author
considers the most optimal model for Ukraine to be the model of
national economy, which provides for the use of all types of property
(dominated by labor collective property), comprehensive social
protection and national democratic economic planning.

Ukrainian economist A. Filipenko, analyzing the evolution of models
of economic development in relation to countries liberated from colonial
dependence, the so-called young independent states or developing
countries, notes that modern science identifies the following basic
models of economic development: the model of linear stages; model of
structural transformations; neoclassical free market model; theory of
external dependence; theory of dual development; the concept of
endogenous growth; innovative theory of economic development; model
of sustainable development. The most acceptable for Ukraine the author
considers “an integrated model (characterized by common features of
development strategies inherent in highly developed countries;
developing countries and third world countries) economic development,
which allows to fully realize national interests in the world economy”
[1, p. 596]. Domestic political scientist M. Mykhalchenko identifies four
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possible models (scenarios) for the future development of the national
economic system, each of which has an economic basis. These are the
following scenario models: 1) “retroidilic”, which is based on a
directive-planned, uncompetitive economy; 2) "monoethnic”, which is
based on the idea of creating a “closed population”, a racially pure
ethnic group and a “closed national economy”; 3) “liberal”, which is
based on the liberal values of a market economy; 4) “convergence”,
which involves a combination of the best achievements of the market
economy mechanism with non-market forms of profit redistribution, the
creation of a socially oriented economy by market methods, and which
the author considers most viable for the Ukrainian environment [2, p.
37].

The analysis of the models of economic development of economic
systems that exist within the modern market system and those that
domestic researchers consider acceptable for our country, leads to a
number of generalizations and conclusions. In our opinion, almost all
researchers: try to study Western models of economic development and
in one way or another adapt some of them to Ukrainian realities; they
substantiate the need for Ukraine to have a mixed model of economic
development focused on the interests of the state, financial and
monopolistic groups, and small and medium-sized businesses; insist on
the implementation in Ukraine of such an economic model, which
would provide a combination of state regulation with a market
competitive economy; determining what should be the share of the state
in the economy. At the same time, they rely mainly on the experience of
Russia, as evidenced by the number of references to Russian sources
used for analysis, and note the need for an optimal model of economic
development for Ukraine, but do not carry out thorough and
comprehensive development of such a model adapted to modern
economic problems country systems.

Thus, O. Soskin recognizes the main reasons for the erroneous
reform in the Ukrainian version: 1) the lack of properly formed national
economic interests, the implementation of which should be aimed at the
model of the economy implemented in the country; 2) incorrectly
defined theoretical basis of the economic model of development in the
form of liberal-cosmopolitan concepts of purely monetarist orientation
and automatic observance of advice and uncritical perception of the
experience of their bearers; 3) selection and application of an
unsuccessful mechanism for implementing the overall reform strategy,
the tools of which were mass voucher privatization of the lion’s share of
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state property, introduction of spontaneous pricing, simultaneous
opening of the economy to private exports and imports, changes in
legislation, social and economic institutions corruption environment,
formation of clan-corporate groups and their merging with the state-
bureaucratic nomenclature [3, p. 276].

Scientists have proposed different approaches, methodologies for the
practical use of the advantages of Western models in the direction of
analyzing the development of economic systems (globalization,
internationalization). We share A. Filipenko’s point of view on the
application of the “integrated model” of economic development in
modern society.

In recent years, the number of publications on the systemic crisis of
capitalism and the need to move to a new model of management has
increased sharply. The report of the World Economic Forum identifies
three categories of economic risks, with the recognition and prevention
of which the current economic system can not cope:

1) macroeconomic risks associated with the unrestrained growth of
financial markets;

2) corruption, organized crime and illegal trade;

3) depletion of natural resources.

The systemic crisis, social in nature, is manifested in the growth of
chronic  unemployment, social inequality and dependency,
environmental threats, the crisis of spiritual values, mutual trust and
culture. The current stage of global development is characterized by the
deepening global structural crisis. Many researchers focus on the social
consequences of the global crisis and its financial aspects.

Now under the influence of leading economists, including J. Stiglitz,
P. Krugman, J. Akerlof, R. Schiller and many others, a “new economic
paradigm” is being actively developed — a scientific concept that
actualizes the ideas of J. M. Keynes, I. Fischer and X. Minsk on
financial bubbles and crises. It is designed to explain the conditions of
such extreme phenomena and to form a scientific basis for practical
recommendations in terms of minimizing the negative consequences for
the economy. The methodology for solving such problems is the theory
of complex systems, because the behavior of financial markets, where
“everything depends on everything”, generally corresponds to the
behavior of objects of similar complexity.

The inconsistency of formal and informal institutions, their
inconsistency, extractive nature lead to changes in the economic system,
which inevitably causes a decline in confidence and its crisis. The
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growth of contradictions and the inhibition of economic development
due to the socio-economic crisis reduce the possibility of transforming
formal and informal institutions, thus creating a trap of inconsistency in
the quality of economic development.

Crises as a natural process of development of the economic system
have a complex nature, which manifests itself as shocks of the socio-
economic sphere of society. Counteracting the destructive processes in
the economic system is associated with the analysis of crises as
derivatives of cognitive-behavioral actions that fit into the frames of
economic and legal institutions. The current crisis of the national
economic system has its own specific features: the transition to a new
frame of reference, the economic basis of which is private property and
its respective forms of management (radical neoliberal transformations
have caused irreversibility), unprecedented depth of economic decline
(loss of competitiveness, crisis) structural deformation of the economic
system (inconsistency of the sectoral structure of the economy), the
structure of the national economy and external relations (anti-
environmental orientation), the transition of some forms of Soviet
economy to the shadow economy of today (forms a corrupt
authoritarian-bureaucratic ~ system), deepening social inequality
management model, a person is not considered as the highest social
value — the model of survival).

In order to prevent existing threats, in the author’s opinion, the
strategic line and the corresponding program of development of the
national economic system should be coordinated with the system of
government and society, formulated goals and scientific substantiation
of methodology, methods and mechanisms for achieving these goals.

Despite the growing number of studies of the characteristics of the
national model of economic development, a single holistic concept has
not been created in the context of determining the vector of development
of the national economic system.

Alternative types of development are a prerequisite for the positive
prevention of uncertainty inherent in the functioning and evolution of
any complex organic formations — economic systems. The concept of
alternatives is revealed through endogenous and exogenous uncertainty,
choice, risks and innovations. Alternative development of the national
economic system is an external prerequisite for the formation of national
strategy, is relevant to the development of methods, tools and
management practices and means alternative ways to achieve target
(desired) levels of socio-economic development.
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The continuous evolution of the economic system, in particular its
socio-economic component, necessitates the constant development of a
set of tasks, priorities and instruments of economic policy of the state.
The effectiveness (efficiency) of this policy affects the state of
competitive advantage in today’s globalization challenges.

We emphasize that a characteristic feature of the current stage of
global development should be a decrease in the effectiveness of public
policy due to the difficulty of forecasting economic development and the
deformation of the main reactions of the national economic system to
regulatory influences. According to A. Galchynsky, the modern system
“is characterized by the realization of the potential for change through
the mechanisms of bifurcation and chaos” [4, p. 8]. The scientist states
that “... the future ceases to be predictable: it is no longer based on the
foundations of the present... terminate the inherent principles of causal
determinism, rational development, social balance, which form the
foundation of economic methodology”. Thus, the economy ‘“acquires
signs of development of complex disordered dissipative (scattered)
synergetic systems”. V. Bodrov emphasizes that the “global crisis has
demonstrated the failure of traditional anti-crisis tools, which are based
on the absolutization of functional analysis, focusing on the study of
functional relationships and dependencies” [5, p. 72].

In general, the genesis of the modern model of the global economy
and its components is directly related to the trend of liberal organization,
which is inherent in the transformations in the post-Soviet space, and the
“renaissance” of neoliberalism, which existed on the basis of a long
crisis-free period at the turn of XX and XXI centuries, suffered
significant losses due to the crisis of 2008-2009 in the world economy.
In particular, the Polish researcher Gr. Kolodko states the changes as a
consequence of “the crisis of the neoliberal model, which rejected the
regulatory practice of the state and denied institutional interventionism”
[6, p. 9].

According to J. Zhalilo, the loss of effectiveness of the tested
instruments of public policy is a logical continuation of the evolution of
technological processes and organizational relations in the economy
over the past decades. Since this process occurs due to the development
of objective evolutionary processes, the scientist proposes to use the
term “implicit” (defined by explanatory dictionaries as “that which is
not stated openly, but can be understood by understanding what is said
or occurs, revealed through connections with other objects”; used
primarily in the field of psychology) liberalization in the modern
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economy, which results in a “radical change in the characteristics of the
economic field” [7, p. 41-42]. The latter, according to the definition of
A. Galchinsky, “acquires the characteristics of a dissipative
heterogeneous environment, contains various structural formations that
interact on the principles of self-organization of complex systems”. But
it should be noted the paradox of the situation under study: under
conditions of implicit liberalization, the effectiveness of traditional
policy instruments, which are focused on the liberal model of the
economy, is lost. Macrosocio-economic equilibrium is currently formed
in terms of priority of horizontal relations, the dominance of patterns of
self-organization of individual segments of the economic system, and
finally, according to A. Galchinsky — “erosion of the principle of
economic determinism”.

That is, the phenomena of implicit liberalization are becoming more
and more widely discussed and widespread in economic practice and
dictate the need for balanced significant changes in the tools,
mechanism and priorities of economic policy, in particular, promoting
self-organization of the economic system through advanced
development.

Modern researchers are unanimous in concluding that one of the
main problems in Ukraine in improving its global competitiveness is the
inadequate level of institutional efficiency of the national economic
system. In particular, according to the modern Ukrainian researcher N.
Grazhevska [8, p. 15], post-Soviet institutional changes are
characterized by extreme complexity and inconsistency. We believe that
the "institutional inadequacy"” of the state determines the appropriate
institutional environment for the functioning and development of the
economic system is not suitable for effective modernization of the
national economy.

Thus, given the above, the question arises about the development of
a modernized national model with a differentiated strategy for the
functioning of the national economic system. We consider it expedient
to base it on the principle of inclusive growth (ie the choice of
alternatives for the development of the economic system on the basis of
national goals of overcoming inequality and improving the quality of
human life).

Modernization has become one of the main trends in the modern
development of economic systems, but has not created a positive
potential for renewal and overcoming the crisis of the national economic
system. Some researchers consider it necessary to focus not on
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modernization but on reconstruction. Thus, A. Hrytsenko emphasizes
that “the depth of modernization, which is determined by the transition
from external forms to load-bearing structures of internal content, is the
limit of the transformation of modernization into reconstruction” [9, p.
7]. That is, the reconstructive development of the economic system is a
development that can be achieved by restructuring the basic structures of
the economic system, changing its structure. Since the content of
reconstructive economic development includes the social orientation of
change, it is achieved both in terms of economic growth and at the stage
of recession.

A. Hrytsenko emphasizes in his research the need to take into
account the laws of architecture (fundamental structure of integral
systems) as one of the important features of the paradigm of
reconstructive development of the modern economic system. In real
economic practice, it is necessary to take into account the internal
characteristics and nature of integrity, but this only modifies, adjusts the
proportions, not cancels them. Since the structure of the system (whole)
is deformed, away from equilibrium proportions, it is advisable to
pursue a policy aimed at overcoming imbalances and approaching
equilibrium proportions (with correction of deviations of not more than
15% of the available averages), which is the principle of gradual
equilibrium economic system.

Thus, the problems of modernization of the modern economy, the
“architecture” of the economic system (according to A. Hrytsenko), the
issues of inclusive development are extremely relevant for determining
the vector of development of the national economic system. In the
broadest sense, the concept of inclusive development means the
development of national economies in world economic relations, which
makes it possible to include and reveal the internal potential of all
elements, all actors of the socio-economic system of the country and
ensure its balance. We believe that systemic inclusiveness is needed by
the national economic system. This will provide opportunities to identify
natural, social and cultural benefits of the system ensure sustainable
development and improve the welfare and quality of life of citizens in
society by radically restructuring the economy and developing its
internal potential in reflective interaction of the economic system with
the environment.
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Investments are the main factor among the indicators of economic
growth and integration of the world economic systems of various
countries into the consolidated international economic space.
Determination of an investment structure that would create reliable
conditions for economic stability and ensure Poland’s position as an
influential economic and political partner in the global community is the
main priority of the State as a whole, as well as its constituent regions in
the modern conditions.

The Republic of Poland is one of the most favorable countries for the
investment of foreign equity. It is significant that the Polish economic
system was recognized as safe for organization and conduct of business
by the definitive opinion of international experts; all necessary
conditions for investment, including modern infrastructure support, were
created on its territory. The following key positive factors affecting the
investment attractiveness of the country are identified and analyzed in
the Monograph: location in the center of Europe, political stability based
on the EU and NATO membership, considerable domestic market,
sustainable economic development, one of the most receptive consumer
markets, skilled labor force, relatively low labor costs, reception of
grants from the EU budget, continuous improvement of business
conditions, as well as cost-efficient industries for capital investment.
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However, a number of problems and pending issues requiring serious
attention of the scientists and practitioners still exist.

Panoramic analysis of the scientific literature has revealed that the
term “investment climate” is used to combine such categories as
"investment attractiveness™ and “investment activity”.

Synonymization of “investment attractiveness” and “investment
climate” concepts is fairly common. Most probably, it is due to the
relatively recent active use of the “investment activity” term [1-9],
which is indicative of the attained involvement of available investment
resources on the capital market [1-5, 7-8]. The fact that recording of the
inflow of investment capital into a certain economic territory is an
additional positive “signal” of availability of the investment culture,
which can positively affect the final decision of potential investors on
investing funds, should be noted.

Based on a comprehensive analysis of scientific sources, we have
come to the conclusion that implementation of efficient 1A on the
economic territory of the country, as well as successful development of
the investment market in the modern externalities, are impossible
without State intervention. The degree forms and methods of such
intervention should be incorporated in the investment policy of the State
and in its lability (dynamic flexibility — author’s note) to the
requirements of the appropriate response to external changes of various
nature. Being implemented at micro- and meso-levels, it will not only
enable to take into consideration differences in territorial, labor,
production and other nature, but to maximize the efficiency of IA on the
national scale as well.

The presented on Figure 2.1 diagram emphasizes the importance and
significance of the managerial component in the efficient development
of investment activities in the country.

Constant monitoring of changes in the investment climate is one of
the key tasks in ensuring lability of 1A managerial system.

The fact that the investment climate is characterized by dynamism and
constant variability should be emphasized. In the view of these reasons,
investment climate should be monitored the on a permanent basis.

Three possible options for monitoring the investment climate are
available in the world practice (Figure 2.2).

Differentiation of Poland regions (voivodeships — author’s note) in
terms of area, resources provision and potential, as well as development
level, determine application of the third investment climate monitoring
option.
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Figure 2.1 Structural and Dynamic Diagram of 1A Development
Management in Poland

Monitoring of macroeconomic data in Poland allows to deduce an
inference on availability of all prerequisites for activation of the
investment activity within its economic territory.

Thus, according to forecasts, GDP growth is expected at the level of
3.9% in 2017, and at 4.1% in 2018, which is the best growth indicator in
Europe. This allowed to abandon the IMF loan in the amount of Euros
9.2 billion. Budgetary Compliance in the reporting year was recorded
with a record surplus of USD 1.36 billion or PLN 4.9 billion [1].
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Figure 2.2 Variety of the Investment Climate Monitoring Methods

More importantly, the pro-active approach of the Polish
Government, which allowed not only to maintain its position in the
European market, but to increase it after the country’s accession to the
EU as well, validates the chosen vector for the further socio-economic
development. In particular, it is about domestic agriculture, which
employs about 1/5 of the working population. European integration in
addition to Brussels financial aid in the amount of Euros 1.5 billion
allowed Poland to declare itself as a leader in production of high-quality
organic food products. Apart from that, the investment confidence rating
is increased by Poland’s positioning as a country with highly qualified
personnel potential, high level of production facilities security and
favorable location.

Proactive governmental efforts focused on protection of the national
producers’ interests and thorough examination of the national interests
in the draft laws proposed by the European Parliament have not only
resulted in the positive dynamics of socio-economic development, but in
the influx of foreign investments as well.

In the context of the described above, application of a complex of
tools for strategic management of competitive advantages of Poland and
its regions based on the concept of dynamic capabilities of the resource
approach is considered appropriate. Both the resource approach and the
concept of dynamic capabilities, by focusing on the importance of
decisions on formation resource combinations for the purposes of
obtaining economic effect (mainly the entrepreneurial aspect of the
strategy is manifested in these decisions), simultaneously devote much
attention to internal organizational and functional managerial
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mechanisms, which allows to achieve efficiency for the long term.
Along with that, the concept of dynamic capabilities, which considers
the essence of both sources and mechanisms of creation as well as
retention of competitive advantages, is more progressive in terms of
development of organizational and managerial skills as well as skills in
assimilation of new business potential.

The dynamic version of the resource approach undeniably prevails in
managing Poland’s competitive advantages and enhancing investment
activity on its economic territory. The potential of dynamic capability
concept is particularly important, since it allows to add economic
benefits and organizational nature of competitive advantage plus time
factors and managerial factor of managers to the characteristics of the
resource approach.

In view of this, Poland’s investment activity depends on long-term
and sustainable competitive advantages. In this context, the “period of
competitive advantages” means maximization of the interval for
maintaining and improving the overall evaluations (rating) of the
favorable investment climate in the country. “Sustainability of
competitive advantages”, in turn, is determined by the following three
key factors: consistency of the sources of such advantages, quantity and
quality of the sources of competitive advantages, as well as feasibility of
multiplying new sources of such advantages.

According to the degree of sustainability, the following types of
competitive advantages are distinguished most commonly:

- low sustainability level. Such advantages are characteristic of other
States as well, and when the tools of IA incentive mechanism are applied,
can affect the change of geographical localization of investment activity;

- medium sustainability level. This type includes advantages held for
a longer period. In particular, it is the question of production of unique
goods (works, services), possession of progressive technologies,
reputation and prospects of investment facilities, special resource
capabilities, etc.;

- high sustainability level. This type of competitive advantages
requires a combination of a significant amount of capital investment
with high quality 1A management. This group includes Poland’s brand
and association of “made in Poland” mark with undeniable quality of
goods produced in the country, new discoveries, new technologies, etc.

The process of formation and support of Poland’s competitive
advantages at medium and high sustainability level covers the entire
economic managerial mechanism. The basic principles for creation and
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enhancing the complex of national competitive advantages are the
following:

- motivation of innovation and investment entrepreneurship in all
spheres of economic activity by the State Government;

- improvement and expansion of the number of sources of
competitive advantages contributing to strengthening Poland’s position
on the world market;

- implementation of systematic, integrated and balanced approaches
to formation of Poland’s image as a unique country with diverse
competitive advantages.

Taking into consideration the requirements of the system approach,
methodological tools for evaluation the efficiency of investment activity
of the investors based on the concept of balanced indicators system
seems appropriate.

Sustainable investment development support system includes a fairly
wide range of tools that can be used by both national and regional
authorities. Special mention should be made to such a tool as
benchmarking, which has proven itself in world managerial practice.

Benchmarking is a comparative analysis with the best world
practices for the purposes of identifying strengths and weaknesses, as
well as constructing a strategy for the further development.

Benchmarking successfully proved itself as a business practice in the
1980s, gradually gaining importance in the methodological toolset of the
major companies in many world countries. In studies of the post-crisis
period (after the global financial crisis of 2008 — author’s note)
benchmarking was first recognized as one of the most popular
management tools (Righy & Bilodeau, 2009).

In our opinion, it is the benchmarking analysis or analysis of the best
practices of management of the development of investment activity that
will enable to form an efficient investment strategy for Poland for the
coming period.

Malaysia is one of the best benchmarks of investment development
management. Malaysia is a small but rather successful country.
Economic growth has been observed over the past 9 years, when Najib
Tun Razak, the author of fundamental changes in the strategy for
economic development, entered Prime Minister’s office.

Due to the decisive actions of the Malaysian government, the country
has managed to reduce external dependence on oil from 40% to 14%
over the past six years, as well as reduce budget deficit from 6.4% to
3.1%. The country’s GDP growth amounted to 50%, and investment
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increment of growth amounted to 12%, with private sector prevailing
over the public in the overall structure. Over the past year, 1.8 million
jobs have been created in the country with 30 million in the total
population in Malaysia. Of the total number of jobs created, 1.5 million
or 83% are in 12 priority sectors of the national economy.

According to ASEAN (Association of South East Asian Nations —
author’s note) Malaysia is recognized as the only country, apart from
Singapore, which has retained investment rating of its liabilities. Many
international institutions have recognized positive changes in the
country, which is confirmed by nominations in international awards for
innovations in public administration.

Reform of the managerial system is implemented according to the
BFR (big fast results) methodology, which includes 8 interrelated
“stages”.

Thus, the amount of GNI (gross national income) rather than GDP
was chosen as the main efficiency criterion. From this perspective,
ranking or prioritization of sectors of the national economy was
performed. As a result, the Malaysian government has identified 12
leading sectors of the economy capable of making the maximum
contribution to the GNI growth.

The next stage involved laboratory testing (research in analytical
groups — author’s note) based on the bottom-up principle. The essence
of the process was in the development of strategies by twelve focus
groups (in the context of each of the 12 priority sectors of the economy
— author’s note). Groups of 30-40 experts formed a priority actions
program, expressed and tested hypotheses, simulated results, etc. for 6
weeks through brainstorming.

Stemming from active stage of strategic analysis and planning, a
program management plan for the next 10 years was developed.
Furthermore, a state supervision system over implementation of the
strategy was developed as well.

The next stage involved consideration of the strategy with the parties
concerned. Arrangements provided for in the strategy were presented to
the general public.

Next, the Roadmap of the Malaysian National Transformation
Program was compiled and published on the PEMANDU website
(https://www.pemandu.org/). It clearly indicated organizations
responsible for a particular project, amount of budget allocated and the
project execution period.

The next stage is called Key Performance Indicators. KPIs were
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developed and confirmed as early as the laboratory stage and indicated
efficiency of a particular manager based on execution period and degree
of completion of the tasks prescribed by the strategy.

Next comes Implementation stage, which involves a variety of
components. Thus, one of these components is the ministerial scorecard.
The fact is that the Cabinet of Ministers of the country receives
evaluation cards from the Prime Minister, which are published on the
PEMANDU website, every six months. This contributes to concurrence
of government actions with simultaneous monitoring of each leader’s
managerial efficiency.

The methodology is followed by Invitation of External Experts stage
with the aim of conducting an independent and objective evaluation of
the governmental actions in implementation of the national development
strategy. An annual tender has been conducted and auditors from the Big
Four countries have been invited since 2009. The complete audit of
implementation of the national transformation strategy includes analysis
of data on road construction, commissioned infrastructure facilities, etc.
What is more, independent audit expertise is important for evaluation of
the national competitiveness of Malaysia in the context of global
competition.

And finally, the last stage of the methodology under research is
presentation of the annual report [1].

A detailed analysis of the described best practice of investment
development in Malaysia allows to identify efficient mechanisms for
implementation of investment projects on the economic territory of
Poland and improvement in the investment environment of the country
as a whole. Thus, high priority and necessary measures to attract
investment resources to the country’s economy are the following:

- formation of an efficient strategy for managing the IA
development;

- implementation of an efficient promotional campaign for Poland’s
uniqueness as an efficient investments recipient;

- collection of complete information (monitoring — author’s note) on
the socio-economic environment of the country and its regions;

- motivation of local authorities’ incentive in improvement
investment attractiveness of the regions;

- screening (selection — author’s note) of socially responsible
investment projects;

- promotion of public investment or crowdfunding of investment
activities;
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- involvement of experts (including international — author’s note) to
solve non-diversified and specific 1A problems;

- maximization in promoting development of international
cooperation to introduce positive foreign experience into practice.
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Introduction

In literature on economics, financial analysis is not always
recognized as a microeconomic science and a lot of scientists treat
financial analysis as an integral part of accounting. As a rule, it is
assumed that it is an integral part of the economic analysis of a
company. The economic analysis of a company includes phenomena
occurring in this company, measurement of relationships and
dependences between the phenomena studied as well as their assessment
(Gabrusewicz, 2014, p. 16). Accounting is characterized by a strictly
defined research subject as well as a research method, and these two
features distinguish it from financial analysis.

The company’s financial analysis is necessary to assess its financial
situation and to make proper future business decisions. Financial
analysis is one of the basic tools to optimize company’s results.

The results obtained thanks to the analysis help the company’s
management in a decision-making process in the field of finance and
control of processes occurring in a company and in comparing them
with the adopted assumptions.

The article presents the sources of financial analysis, thanks to which
a company has a chance to make better decisions and thus to develop
more effectively. It also discusses the types and methods of financial
analysis, its goals, function and role in the company management.

Essence, scope and types of financial analysis

Financial analysis deals with static assets and capital at a given
balance sheet moment, i.e. equipping companies with fixed assets and
working capital as well as sources of financing this property with
division into equity and borrowed capital. This is characterized by the
financial situation, i.e.

50



- paying and credit capacity,

- efficient investment of funds, including management of achieved
financial surpluses.

Financial analysis also deals with results, which are a dynamic
subject of the study and determine the effects of operations. The results
are determined in relation to a certain financial period. The analysis
covers net financial result of all activities, partial results obtained in
particular types of activities as well as the factors shaping the financial
result of a company (Grzenkowicz, 2007, p. 16).

A broad range of financial analysis is highlighted in the literature,
including:

- economic analysis of a company;

- company’s environment analysis.

The main task of financial analysis is to study the past. Analyzing
what happened in the recent past is very helpful for a company to draw
quick conclusions that will be useful in the current management.
Analyzing what happened in the past is aimed at explaining the
company’s successes in terms of size, assets, market position and
showing the impact of these achievements on the further development of
this company.

The company’s revenues, costs of ob