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Introduction. As the European integration process intensifies, new prospects are opening up for domestic
businesses: there is an opportunity to expand sales markets, attract foreign investors, access international grant
programs, etc. At the same time, business entities should focus on improving management efficiency to ensure
competitiveness and financial stability in an uncertain and volatile market environment. In this regard, system-
atic business valuation is the basis for strategic management decisions.

In the modern world, business valuation technologies have become a tool for building a highly efficient
management system aimed at increasing the value of an enterprise, maximizing profitability, and increasing
investment attractiveness, and the concept of value is rightly defined as the basic paradigm of business devel-
opment, so the timeliness and relevance of the research is undeniable.

Analysis of recent research and publications. The methodological and applied aspects of business valua-
tion are actualized in the works of many domestic and foreign scholars. Damodaran A., Copeland T., Koller T.
and Murrin J. proposed an approach to business valuation based on the application of the discounted cash flow
model and the economic profit model [1-3]. Zvi B. and Kane A. research the method of comparing market
value of business indicators [4]. Scientists Mercer K., Harms T. in their researches prove the feasibility of us-
ing the discounted cash flow model and the Gordon model in business valuation [5]. Theoretical and practical
issues of business valuation, methodological support of this process are covered in the works of Blank I.A.
[6], Hrytsulenko S.I. [7], Kvach Y.P. [8], Koryagin M. V. [9], Momot T.V. [10]. Given the significant scientific
developments in the field, in the context of strengthening European integration processes, the issue of study-
ing foreign methods of determining the value of business and the possibilities of their application in Ukraine
remains relevant.

Objectives of the article. The purpose of the research is to substantiate the procedure and expediency of using
a number of methods based on the concept of value management when valuing a business in modern realities.

The main material of the study. In today's unstable economic environment, one of the criteria for the
efficiency of a business entity, its resilience to external and internal threats, and competitiveness is its value. It
is the value that gives a realistic idea of the potential capabilities of the enterprise, and the process of business
valuation serves as the basis for substantiating its development strategy. Thus, the concept of value can rightly
be considered the basic paradigm of business development.

The methodological regulation of business valuation is enshrined in the Law of Ukraine "On Valuation
of Property, Property Rights and Professional Valuation Activity in Ukraine" [11], regulations (national stan-
dards) on property valuation; methodologies and other regulatory acts developed and approved by the Cabinet
of Ministers of Ukraine or the State Property Fund of Ukraine.
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According to the National Standard No. 1 "General Principles of Property and Property Rights", three main
approaches are recommended for business valuation: cost, income and comparative [12]. Each methodological
approach is based on appropriate valuation techniques and methods.

A comparative description of methodological approaches and methods of business valuation is presented
in Table 1.

Table 1
Comparative characterization of methodological approaches and methods of business valuation
Methodological | Evaluation C . .
approach method Application area Advantages Disadvantages
1 2 3 4 5
Valuation of net
ﬁssts‘;xaéﬂzggés The result is subject to
Direct . o the availability of reliable
. Resolving conflicts Based on actual assets. Easy .
reproduction between compan to use financial statements.
method pany ’ Does not reflect the
Cost h owners and managers. potential return on assets
Ost approac Valuation of non- ’
profitable businesses.
o Insurance. Valuation | Current market assessment Does not reflect poteptlal
Substitution T . profit. Does not provide
of individual assets of the cost of restoring the . . .
method . an estimate of intangible
(fixed assets). enterprise.
assets.
Takes into account future
. . . income. The ability to There may be errors in the
Direct income | Evaluation of . hat .
T . . determine the value of the weasels. It is impossible to
capitalization enterprises with . .
. ) company depending on evaluate an enterprise that
method uniform income. . o .
changes in the capitalization |does not generate income.
rate.
Income . i
h Allows us to make a realistic There may be errors in the
approac .. | forecasts of future cash
assessment of the company's _
. . . . . flows. Restrictions on the
Indirect income |1t is used to determine | future potential Allows . .
A : ) valuation of loss-making
capitalization  |the value of a current | for variant calculations o " .
. entities, entities with assets
method enterprise. for the development and .
X not used in the course of
reconstruction of the . o
enterprise business, entities in the
fprise. process of restructuring.
Allows you to quickly The result depends
The public obtain valuation results. The |entirely on the ability
company analog appraiser is guided by the to find analogous
. method actual purchase/sale prices of | companies and make a
Comparative . . . - .
aoproach Valuation of an analogous companies, which | specific comparison. The
pp existing enterprise. simplifies calculations. The |complexity of the process
(sales analog) S . X
' market situation takes into | of collecting the necessary
Transaction account the supply and information, selecting
method demand for similar valuation | peers and making the
objects. necessary adjustments.

Source: compiled by the authors according to [12—16]

In their studies, world-class economists prove that the value of an enterprise depends on its ability to generate
profit. Therefore, the concept of economic profit EVA (Economic Value Added) has become widespread. The
expediency of using EVA is justified by the fact that investors (shareholders) should be compensated for the risk
taken on the invested capital. In this regard, the company's capital should generate at least the same rate of return
as similar investment risks in the capital markets. Otherwise, investing in a business is not worthwhile.

EVA is an estimate of the true annual profit of a business, and it differs sharply from accounting profit
because the cost of equity is deducted in the calculation of EVA. EVA is the residual profit remaining after
deducting the cost of all capital (including equity), while accounting profit is determined without deducting
the cost of equity.
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EVA is a kind of indicator of the quality of management decisions. A constant positive value of EVA
indicates the efficient use of capital and an increase in the company's value, while a negative value is the
opposite. Accordingly, the EVA model should be viewed not only as a way to determine the value of an
enterprise, but also as a value management tool. Therefore, it is advisable to decompose the EVA indicator
by value factors (Table 2).

Table 2
Factors of the value of a joint-stock company according to the EVA indicator

First-level cost factors
Operational efficiency (NOPLAT) | Efficiency of investment activities (ROI) | Efficiency of financial activities (WACC)
Second-level cost factors

Volume and profitability
of investments in production

Volume and profitability

Sales volume and price Liquidity

The amount of costs

of investments in mergers

% interest rate

Productivity

Volume and profitability of investments
in innovative developments

Tax rate

Nominal tax rate

Volume and profitability

Financial leverage

of investments in branding

Source: compiled by the authors according to [10]

Economic value added can be calculated in several ways.
The first option is calculated by the formula

EVA = NOPAT — (WACC x CE), (1)

where NOPAT — net operating profit after tax;

CE — capital equity;

WACC — weighted average cost of capital.

The weighted average cost of capital is calculated by the formula
WACC=WdxCdx(1-T)+WpxCp+ We xCe, 2)

where Wd, Wp, We — respectively, shares of debt, preferred shares, equity (ordinary shares and retained

earnings);

Cd, Cp, Ce — the value of each of the respective parts of the capital,

T — corporate income tax rate.

The second option is calculated by the formula

EVA = (ROCE — WACC) x CE, 3)
where ROCE — return on capital invested.
In turn, the return on invested capital is calculated as follows:

ROCE = NOPLAT / CE x 100 %, 4)

where NOPLAT — net operating profit less tax.

If EVA > 0, it means that the company uses its equity capital efficiently, and the company's value is growing.
In this case, ROCE > WACC, which means that the company has earned additional value, which increases the
company's profitability and improves its investment attractiveness.

If EVA = 0, it means that there was no growth in the value of the company during the period under study,
but the investor's rate of return was met. In this case, ROCE = WACC.

If EVA <0, it means that there was no growth in the company's value during the period under study. The
company inefficiently used the capital at its disposal. In this case, the enterprise's capital did not even provide
the rate of return on invested capital set by the owner of the enterprise and did not generate additional income
(added value).

In this case, ROCE < WACC, which means that the enterprise failed to earn added value because the return
on investor's capital earned by the enterprise during the period under study was less than the barrier rate of
return required by them. The company received a return that was less than the return required by investors
(negative spread).
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Thus, EVA can also be used in the operational management of an enterprise. There are three ways to in-
crease the EVA indicator, namely:

— increase in operating profit at constant costs of raising capital;

— making additional investments in projects whose return exceeds the cost of raising capital;

— release of capital invested in activities or property, the income from which does not cover the cost of
raising capital [10].

One of the approaches to business valuation that has become widespread in domestic practice is the DuPont
system of integral analysis. This methodology is based on the premise that the main goal of an enterprise is
not to maximize the absolute value of profit, but to increase the return on capital as a relative indicator of prof-
itability. In other words, the value of a business directly depends on the level of efficiency of the company's
resource use.

The essence of the DuPont methodology is to decompose the formula for calculating the return on equity
into factors that affect this return (Figure 1).

RETURN ON EQUITY (ROE)
I

v v
Financing Leverage 2:3 Return on Assets (ROA)
I |
v v v v
Total Assets .:g:. Equity Profit Margin $% | Asset Turnover
| |
v v v v

Net Profit |-=5| Net Income Net Income |2 | Asset

I
¥ v

Income |— Costs

Figure 1. The DuPont methodology
Source: compiled by the authors

There are two modifications of the DuPont model: (first modification) the efficiency of using assets ROA
(Return on Assets) and (second modification) the efficiency of using equity ROE (Return on Equity).

The use of a particular model depends on the required level of detail in the analysis of return on equity.

Return on equity in different models is expressed as follows.

1. ROE = Return on Assets * Financial Leverage.

2. ROE = Profit Margin * Asset Turnover * Financial Leverage.

3. ROE = Operating Margin * Interest Burden * Tax Burden * Asset Turnover * Financial Leverage.

The first and second models are the most widely used. The third model allows to take into account three
additional factors: operating profitability — the ratio of profit from operating activities to net income; interest
burden — shows how much of the profit from operating activities remains after interest payments; tax burden —
shows how much of the profit remains after taxes.

The indicators used in the DuPont models are shown in Table 3.

The analysis is based on the calculated ratios. Which of these indicators has the greatest impact on the
return on equity will determine the assessment and recommendations for improving the efficiency of the en-
terprise in order to maximize the return on equity. The algorithm for using the DuPont models is as follows.

I. Analysis of changes in the key financial indicator — return on equity — and the directions of changes in the
factors that determined its dynamics.

II. Analysis of the reasons for changes in financial ratios. In the course of the analysis, it is necessary to
identify the factors that had the greatest impact on the performance indicator.

II1. Formation of recommendations for maximizing financial performance. Assessment of the impact of
changes in one or more factors on the dynamics of the return on equity ratio. The assessment is carried out by
changing the value of the indicator in the reporting, with other conditions remaining unchanged [10].
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Indicators used in DuPont models

Table 3

Evaluation criterion name

Calculation formula

in the form of

the efficiency of the use
of capital invested by owners

Return on Net Assets.

Return on Equity.

1495 £.1 *100%

accepted synonyms financial reporting general
ROE =NP/EC * 100%
Return on Equity (ROE) Return on Equity. NP — Net Profit;
is a criterion for assessing Capital Efficiency. Line 2350 £.2 / line EC — Equity Capital

(arithmetic mean at the
beginning and end of the
period under analysis)

Return on Assets (ROA)
characterizes the efficiency
of the company's asset utilization.
It shows how many units
of profit per unit of assets

Capital Return.
Return on Assets.
Total Profitability
of the Enterprise

Line 2350 £.2 / line
1300 f.1 *100%

ROA =NP/TA * 100%
NP — Net Profit;

TA — Total Assets
(arithmetic mean at the
beginning and end of the
period under analysis)

Financing Leverage shows
the degree of debt utilization,

Financial Leverage

Line 1300 f.1 / line

FL=TA/EC * 100%
TA — Total Assets;
EC — Equity Capital

2000 £.2 *100%

assesses the limit of appropriate use Ratio 1495 £.1 *100% (arithmetic mean at the
of borrowed funds beginning and end of the
period under analysis)
Profit Margin how many units PM =NP /NI *100%
of profit remain at the disposal . . NP — Net Profit;
of the company for each hryvnia | Profitability of Sales Line 2350 .2 / line NI — Net Income from sales

of income received from the sale of products
of products (goods, works, services)
AT=NI/A
Asset Turnover shows how . Line 2000 f.2 / line NI Net Income from sales
5 Resource Efficiency of products

efficiently assets are used 1300 f.1 * 100%

(goods, works, services);
A — Average Annual Assets

For example, by anticipating lower prices for raw materials and signing new contracts with suppliers on
more favorable terms, an analyst can artificially reduce the cost of production. In this case, it is necessary to
calculate the changes in all the coefficients in the model achieved in this way.

The considered integrated system for analyzing the return on equity using the DuPont model is an effective tool for
analyzing the production and economic activities of an enterprise and can be used at the first stage of business valuation.

Thus, in the context of economic instability, market value is the main indicator that will allow making more
informed decisions on maintaining the effective functioning of the business entity by owners, managers and in-
vestors [17]. In Ukrainian practice, the development of the concept of enterprise management based on the value
criterion is complicated by the insufficiently sound theoretical basis and the specifics of the national economic
system, which makes it impossible to automatically transfer foreign experience in this area to domestic realities.

Conclusions. Based on the study, the following conclusions can be drawn.

1. In the context of European integration processes, business valuation is becoming increasingly relevant,
as it is a tool for building a highly effective management system aimed at increasing the value of the enterprise,
maximizing profitability, and increasing investment attractiveness.

2. The concept of value can rightly be considered the basic paradigm of business development It is value
that gives a realistic view of the potential capabilities of an enterprise, and the process of business valuation
serves as the basis for justifying its development strategy.

3. A comparative characterization of methodological approaches to business valuation is presented. In
Ukrainian realities, the determination of value is complicated by a number of factors. Difficulties in building
long-term macroeconomic and sectoral forecasts, limited instruments of the Ukrainian stock market, a rela-
tively small number of mergers and acquisitions (M&A), and a small amount of publicly available financial
information about companies lead to distortion of valuation results.

4. The concept of economic profit EVA (Economic Value Added) and the DuPont model are characterized
as the most promising for use, which is confirmed by the research of world-class economists.
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Alina Hlushko, PhD in Economics, Associate Professor. Bohdan Sapsai, Applicant for the Second (Master's)
Level of Higher Education, National University Yuri Kondratyuk Poltava Polytechnic. Value paradigm as a
methodological basis for business valuation.

The aim of the study is to substantiate the procedure and expediency of using a number of methods based on the
concept of value management when valuing a business in modern realities. It is proved that in the modern world, busi-
ness valuation technologies have become a tool for building a highly efficient management system aimed at increasing
the value of an enterprise, maximizing its profitability, and increasing its investment attractiveness. It is substantiated
that the concept of value is rightly defined as the basic paradigm of business development. Based on a comparative
characterization of modern approaches to business valuation from the perspective of decision-making on integration
processes, the author proves that most of the methods are impossible or rather difficult to use for valuation of business
in Ukraine due to the lack of a developed market for the purchase and sale of enterprises, objective information about
their activities, and underdevelopment of the stock market. At the same time, it has been established that a number of
world-class economists in their studies prove that the value of an enterprise depends on its ability to generate profit.
Therefore, the study considers the procedure and features of applying the concept of economic profit EVA (Economic
Value Added) in the valuation of business. The article characterizes and presents a schematic model of application of
the DuRont methodology in the process of business valuation based on determining the level of efficiency of resource
use. The author proves the necessity of business valuation, including the use of the outlined methodological approaches,
since in the context of economic instability the market value is the main indicator that will allow making more informed
decisions on maintaining the effective functioning of a business entity by owners, managers and investors.

Key words: business valuation, value paradigm, concept of economic profit EVA (Economic Value Added),
DuPont model, management.
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[nymko Anina JIMuTpiBHa, KaHIUIAT €KOHOMIUHHX Hayk, AoreHT. Cancaii borman BitaniiioBuy, 3m00yBaq
Jpyroro (MaricTepchKoro) piBHS BUINOI OcBiTH, Harionansauit yHiBepceuTeT «llontaBcbka momitexHika iMmeri FOpis
Konpparrokay. [lapagurma BapToCTi sik MeTOI0I0TiYHA 0CHOBA OLIIHIOBAHHS BAPTOCTi Di3Hecy.

Mertoro TOCTiKEHHS € OOTPYHTYBaHHS MOPSAKY Ta JOIILHOCTI BUKOPUCTAHHS PSAY METOIHK, MO 0a3yroTh-
Csl Ha KOHIICIII{ YIIpaBIiHHs BapTiCTIO, TIPH OIIHIOBAHHI Oi3HEeCy B CydacHHUX peaiisx. JloBeaeHo, Mo TeXHOIOTil
OIIIHIOBAHHS BapTOCTi Oi3HECY B CYJaCHOMY CBIiTi CTaJIH iHCTPYMEHTOM JIJISI TOOYTOBH BUCOKOS(EKTUBHOI CHCTEMHU
VIPaBIiHHSA, CIPSIMOBAHOI Ha iIBUIIEHHS BAPTOCTI MIATPUEMCTBA, MAKCHMI3aIlifo MPUOYTKOBOCTI MisSTBHOCTI, TTi/I-
BUIIIEHHS 1HBECTHIIHHOI MpruBabmmBocTi. OOTPYyHTOBAHO, 110 0A30BOO TTAPATUTMOIO PO3BUTKY Oi3HECY MPAaBOMIPHO
BH3HAYCHA KOHIICMIIIS BapTOCTi. ADKE B CyJaCHUX HECTaOITbHUX EKOHOMIYHHX YMOBaX CaMe BapTiCTh € OJHUM i3
KPHUTEPIiiB €PEKTUBHOCTI MiSUTHHOCTI Cy0’€KTa TOCTIONAPIOBAHHS, CTIMKOCTI 0 30BHINIHIX Ta BHYTPIIIHIX 3arpo3,
KOHKYPEHTOCTIPOMOYKHOCTI Ta Ja€ peayiCTHIHE YSIBICHHS PO MOTSHIIHHI MOMXJIIMBOCTI minmpueMcTBa. Ha ocHOBI
MOPIBHSIBHOI XapaKTePUCTHKH CyJacHUX ITiAXO/IB JI0 OIMIHKK BAPTOCTi O13HECY 3 TO3UIIIH MPUAHSTTS PIIIEHB 00
IHTeTpanifHuX TPOIECIB JOBEACHO, M0 OUIBIIICTh 3 METOMUK HEMOXIIUBO a00 JOCHTH CKIAIHO BHKOPHCTOBYBATH
JUTSL OLIIHIOBAHHS BapTOCTI Oi3HeCy B YKpaiHi depe3 BiACYTHICTH PO3BHHEHOTO PHHKY KYITIBII-TIPONAXY ITiIIPH-
€MCTB, 00’ eKTUBHOI iH(OpMaIIii Mmoo X TisUTFHOCTI, HEPO3BUHEHICTh (POHIOBOTO PUHKY. BomHOYAC BCTaHOBIIEHO,
0 PSJl EKOHOMICTIB CBITOBOTO PIBHS Y CBOIX JOCIIKEHHIX JOBOAATH, IO BAPTICTh IMIAMPHEMCTBA 3AJICKUTH Bil
Horo 3mMaTHOCTI TeHepyBaTH NpUOyTOK. ToMy 3HAYHOTO MOMMpPEHHS HaOyNa KOHIEMIsT eKOHOMIYHOTO MPHOYTKY
EVA (Economic Value Added). Y nocmimkerHi pO3TISHYTO MOPSIOK Ta OCOOJMBOCTI 3aCTOCYBAHHS TAHOT METOH-
KW OIIIHIOBaHHS BapTOCTi Oi3HECy. [HIMM TmiaxomoM, SKuil HaOyB TOIMUPEHHS y BITUYM3HAHIN TPAKTHII Ta TPYHTY-
€THCS Ha TTOJIOKEHHI, III0 BAPTICTH Oi3HECY OE3M0CePETHBO 3aNICKUTh Bill PiBHA e(heKTHBHOCTI BUKOPUCTAHHS PECYp-
CiB IIATIPHEMCTBA, € CHCTEMA IHTeTrpatbHOro aHamizy DuPont. ¥ mocimimkeHHI 0XapakTepru30BaHO Ta MPEACTABICHO
CXeMaTHIHy MOJENb 3aCTOCYBAHHSI METOMUKH y TPOIIeCi OLIHIOBAHHS BapTOCTi OizHecy. JloBeneHO HEOOXiqHICTh
MIPOBEIICHHS OITIHIOBAHHS BapTOCTi Oi3HECY, B TOMY YHCHi 3 BUKOPHCTAHHSIM OKPECICHMX METOIAWYHUX ITiIXOIB,
OCKIUTBKH B YMOBaX €KOHOMIUHOI HECTA0ITFHOCTI PUHKOBA BAPTICTh BUCTYIIAE TOJIOBHUM 1HAMKATOPOM, SIKUH JTO3BO-
JIUTH IPUAMATH OB OOTPYHTOBAHI PIMICHHS MO0 M ATPUMAHHS €()EKTUBHOTO (PYHKITIOHYBAHHS CY0’ €KTa rOCIIO-
JapIOBaHHS 3 00Ky BIIACHUKIB, MEHEKEPIB Ta IHBECTOPIB.

KaiouoBi cioBa: omiHIOBaHHSA BapTOCTI Oi3HECY, MapajurMa BapTOCTi, KOHIICMINS €KOHOMIYHOTO TPHOYTKY,
Mozers DuPont, yripaBmisHs.
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