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MANAGEMENT THE FINANCIAL POTENTIAL OF ORGANIZATIONS
THROUGH THE PRISM OF EFFECTIVENESS

The relevance of the research is determined by the significance of the processes of formation and growth of financial
potential in modern organizations, which are driven by their implementation through systematic measures aimed at cre-
ating, accumulating, and increasing financial resources to ensure stable development, competitiveness, and the achieve-
ment of strategic goals. The article aims to specify the features of financial potential management in organizations, with
a focus on the effective processes of its formation and growth. The research findings prove that the combination of well-
known features of financial potential management in organizations should be sufficient for organizing a systematic anal-
ysis of the processes of its formation and growth, focusing on their overall effectiveness in terms of identifying the state
(through the content of static and dynamic visualizations of the balance), possible scenarios of changes, and important
areas for adjusting the overall variability.
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YMPABJ/IIHHA ®IHAHCOBUM NOTEHL,IA/IOM OPTAHI3ALLIN
YEPE3 NPU3MY PE3YJ/IbTATUBHOCTI

AxmyanvHicmb 00CHi0HCeHHS 3yMOBIEHA 3HAYYWICNIO NpoYecie popmysanHs ma npupoujerts iHaHco8020 NomeH-
yiany 6 cyuacHux opeauizayiax, wo peanizyiomscs uepes CUCeMAmuyHi 3ax00u, CRpAMOBAHI HA CMEOPEHHS, HAKONU-
yeHHs1 ma 30i1bUeHHs IHAHCO8UX pecypcig 0/iA 3a0e3neyeHHs cmabilbHO20 PO3GUMKY, KOHKYPEHIMOCNPOMONCHOCME md
odocaenenHa cmpame2iunux yineil. Memoro cmammi € KonKkpemu3sayis ocooiueocmell YnpasiiHHa QiHaAHCO8UM NOMeH-
yianom opeauizayil, 3 aAKYeHmom Ha pe3yabmamueHi npoyecu 1020 QopmyeanHs ma npupowenus. Y meacax 0o-
CiddIcen st npoyecie Popmysants ma npUpowerts QiHaHco8020 NOMeEHYIANy Opeanizayit 6y1a UKOPUCTAKA MAKA CU-
cmema nputiomie i Memooi, K AHali3, CUHMe3 MAa NOPIGHAIbHULL AHA3. 3a pe3yibmamamu 00CAI0NCeHHsT 008e0eHO, U0
CYKYNHICMb 8I00MUX 0COOIUBOCMEll YNPAGTIHHA (DIHAHCOBUM NOMEHYIANOM OpeaHizayiti Mae Oymu 00CmMAamubor O
opeanizayii cucmemMHo20 aHaNizy NPOYecie o2o GOPMY8anHs Ma NPUPOUEHHS, OPIEHMYIOUUC HA X 3A2AbHY Pe3Vibmd-
MUBHICMb 3a HANPAMKAMU I0eHmugikayii cmany (3micm crmamuyHux ma OUHAMIYHUX 8i3Yani3ayill 6ANAHCY), MONCTUBUX
cyeHapiie 3MiH ma 6AdXNCIUBUX HANPAMKIE KOPUSYBAHHA 3A2aNbHOI 3MIHHOCMI. Buguenns 3micmy okpecienux npoyecie
0086e10, Wo B0HU € JIEBUMU Y NOULYKY ONMUMATbHOL CIMPYKMYpu (DIHAHCOBUX pecypcié ma No8 A3aHUX 3 Her MONCIUBO-
cmell opeaHizayii 015 noeauients ce0ix 30008'13amb i 3abe3neyents NPUUHAMHO20 pieHs npudymky. Ipu ybomy 36epuymo
V8a2y HA BANCAUBICMb OKPECNIeHHA CYKYRNHOCMI 83AEMO38'A3AHUX CNOCO0OI8 ma NPUtiomie (opmyeanHs i NpupoujerHs
Ginancosozo nomenyiany, 8paxo8youU pizHUYIO, WO BUHUKAE Yepe3 8iIOMIHHOCMI 8 nidxo0ax 00 peanizayii KoHyenyii
eexmusrnoco ynpaeninus. /[06e0eHo, Wo 0CHOBHUM ACNEKMOM ) MEeHeOHCMeHMI IHAHCOB020 NOMENHYIANY € DANAHC)-
BAHMSL 30 YIAAMU (ANIROPUMMU AKO20 DANAHCYSAHNS OPIEHMOBAHI HA OOCSZHEHHsL (DIHAHCOBUX Yiell ma 3a80alb, GUIHA-
yeHux 3az0aneziov). Iliokpecneno 3nauywicmo UOKpeMIEHH OKPEeMUX 30H I npaguil OAnanHCcy8antsa CKIa008ux, AKi Cnpsi-
Mo8yIomb i 3a0e3neuyioms HaALeHCHUl npoyec GopMy8anHHs ma npupowents Qinancosozo nomenyiany. Ilepcnexmugu
no0anbLUWUX O0CTIONCEHb NOAA2AIOMDb ) PO3POOYT HOBUX MEMOOUK 01 YOOCKOHANEHHS NPOYecié hopMysanHs ma npupo-
WeHHs PIHAHCOB8020 NOMEHYIANY 3 YPAXYBAHHAM CYUACHUX MOJICTUBOCHEN OANAHCY8ANHS 1020 CKAA008UX 34 YLISAMU Md
napamempamu pe3yibmamueHOCHIL.

Knruosi cnosa: b6anrancysanns 3a yinamu, pe3yibmamueHicms, iHaHCO8I pecypcu, 6IACHUL 2POULOBUL KANIMAl, NO-
3uKo8ull Kanimanu, Oanamc.

Problem statement. The significance of this study and enhancing the financial potential of contemporary or-
stems from the crucial processes involved in developing ganizations. This significance is driven by the
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implementation of systematic measures aimed at creating,
accumulating, and increasing financial resources to ensure
sustainable development, competitiveness, and the
achievement of strategic goals. The features related to the
unity of the objective basis for managing the formation and
growth of the financial potential of organizations (herein-
after — FPO) shape the coherence of methods and principles
within this defined framework.

A specific aspect is that the established system of meth-
ods and principles for managing the formation and growth
of financial potential in organizations must be directed to-
ward solving the defined task through the lens of the effec-
tiveness of these processes. At the same time, such effec-
tiveness should be interpreted not merely as the aggregate
outcome of these processes but as a three-dimensional vec-
tor shaped by their distinct manifestations [12].

Analysis of research and publications. The processes
of formation and growth of financial potential in modern
organizations have been reflected in the scientific works of
I.Yu. Epifanov, V.S. Revenko, S.V. Nesterov, and A.Ye.
Gromov. In particular, these researchers have emphasized
the necessity of a systematic approach to financial resource

management, optimization of capital structure, implemen-
tation of innovative financial instruments, and assessment
of a company's financial stability as key factors in ensuring
sustainable development and the growth of financial poten-
tial.

At the same time, the features of financial potential
management in organizations, with an emphasis on the ef-
fective processes of its formation and growth, remain in-
sufficiently explored in the scientific literature. This is due
to the fact that these processes are influenced by many in-
ternal and external factors: the market, investment activity,
risk management, and so on.

Formulation of the article's objectives. The article
aims to specify the features of financial potential manage-
ment in organizations, with a focus on the effective pro-
cesses of its formation and growth.

The paper main body. Several studies demonstrate
that the results of FPO functioning are characterized by a
range of qualitative and quantitative parameters regarding
the structure of financial resources, as well as by the liquid-
ity, solvency, and profitability values of its own funds (Ta-
ble 1)

Table 1

Effectiveness of the formation and growth of FPO

Qualitative and Quantitative pa-
rameters of the financial re-
sources structure

The main factors of the effectiveness of the formation
and growth of FPO.

The result of FPO
functioning.

Structure of financial resources (by
sources of formation and invest-
ment)

It is determined by the state of financial resources, which
exist as sources for the formation of the organization's assets
depicted in the liabilities of the balance sheet, and as means
into which they are invested (assets of the balance sheet) in
the balance sheet items.

Absolute, relative, and
specific deviations in
the breakdown of bal-
ance sheet item bal-
ances.

Structure of financial resources by
sources of asset formation in the or-
ganization* (as own funds (OF) and
borrowed funds (BF))

funds (BF).

It is determined by the structure of financial resources and
the effect of financial leverage. This effect is achieved only
when the economic profitability of the organization’s assets
(AO) is higher than the average interest rate on borrowed

Profitability of own
funds.

Structure of financial resources (by
sources of formation and invest-

It is determined by the property of the structure to form a

Liquidity of the organi-

ment) with the definition of liquid
expression of assets and the direc-
tion of advancing liabilities**.

erations).

monetary capital sufficient to cover short-term liabilities. zation.
It is determined by the property of the structure to form pos- | Solvency of the organi-
itive monetary capital (which means its sufficiency to timely | zation.

and fully fulfill its financial obligations and continue its op-

Note

*The form of assets is identified as monetary (mf) or non-monetary (nmf).
** The direction of liability investment can be directed towards assets in both monetary and non-monetary forms.

Source: formed based on [1;12]

The presented information regarding the processes of
forming and increasing financial potential in organizations
defines the effectiveness of these processes. It should be
agreed upon with a number of leading scholars [5] that for
such representation, the use of a standardized (in terms of
content) balance analytical form is necessary, which in the
management system allows visualizing the structure of fi-
nancial resources:

1. In a static expression, which identifies all the as-
sets of the organization by their liquid form/investment
form, expressed by the interrelation of borrowed and equity
capital in non-monetary form BCnmf)/ECnmf and
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borrowed and equity capital in monetary form
(BCmf)/ECmT (at the beginning and end of the reporting or
planning period);

2. Inadynamic expression, identifying all the assets
of the organization with an emphasis on growth, expressed
by the interrelation of PCnmf/ECnmf and BCmf/ECmf (or
ABCnmf/AECngf and ABCmf/AECmf).

It is evident that the use of widely adopted formats of
analytical balance sheets in financial management practice,
although it ensures consistency in the approach to defining
individual elements of the formation and growth of FPO,
does not provide the aforementioned possibilities for
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representation. In particular, among the balance sheets that
do not provide such opportunities:

e  The comparative analytical balance, which is
formed from the initial balance sheet by adding indicators
of structure and dynamics to the balance sheet items [7];

e  The compressed or non-compressed analytical
balance-net, which is formed from the initial balance sheet
by compressing or transferring individual items, as well as
adding indicators of structure and dynamics [6; 5];

e  The analytical balance-gross, which is formed
from the initial balance sheet and the general ledger by add-
ing information about regulatory items to specific types of
assets and equity capital [5];

e  The analytical distributive balance, which is
formed from the initial balance sheet of small structural
units, followed by the addition of indicators of structure
and dynamics.

The shortcomings of the mentioned balance sheets are
explained by the fact that, according to their content, ex-
perts (Table 2) [7; 5]:

1.  They provide limited visualization of the parame-
ters of the financial resource structure at the beginning and
end of the reporting or planning period. This means they
do not offer the possibility to analyze intermediate changes
and trends throughout the period;

2. They ignore intermediate information between
the second and penultimate days of the reporting/planning
period. This leads to the loss of important data and compli-
cates the derivation of a detailed representation of the dy-
namics of financial potential;

3. They obtain distorted and incomplete information
regarding the effectiveness of formation and growth of
FPO. This can complicate the analysis and decision-mak-
ing process for managing financial resources.

Table 2

Problems of using existing snalytical balance formats for representing information
on the hrocesses of forming and growing FPO

Disadvantage

Specification of the disadvantage

Management Needs

Limited visualization of the pa-
rameters of the financial re-
source structure

account balances).

Visualization of the structure of financial resources
by balance sheet items on the first and last date of
the reporting or planning period (specifically, by

The need for visualizing the struc-
ture of financial resources by bal-
ance sheet items in both dynamics
and statics.

Ignoring the intermediate nature
of data regarding the financial
resource structure

The dynamic expression of the structure of finan-
cial resources is not formed (due to the absence of
intermediate data from the second to the penulti-
mate day of the reporting/planning period).

The need to determine the result of
the formation and growth of FPO
in relation to current and strategic
goals of the organization.

Obtaining distorted information
on the effectiveness of the for-
mation and growth of FPO

them are substantial.

No attention is given to the turnovers that deter-
mine the account balances, and their liquid expres-
sion/form* is ignored. Meanwhile, the account bal-
ances may be insignificant, while the turnovers for

The need to identify contradictions
regarding the values of liquidity,
solvency, and profitability of own
funds.

Note
*which can be identified as: monetary (mf) or non-monetary (nmf).
Source: formed based on [1; 12; 5].

The use of comparative analytical balance, compressed
and non-compressed analytical balance-net, analytical bal-
ance-gross, and analytical distributive balance as an objec-
tive basis that directs the actions of algorithms ensuring the
proper flow of the processes of forming and growing FPO
is not advisable. The management of forming and growing
financial potential, implemented based on such an ap-
proach, will not contribute to obtaining an accurate picture
of it.

However, conceptually important principles in the pro-
cesses of forming and growing the financial potential of
organizations are as follows:

1) Management influence is transmitted through a sys-
tem of performance indicators in both dynamics and statics
rather than through a single synthetic indicator of the result,
which overall characterizes such potential;

2) Management influence is shaped by operational re-
quests formed by management subjects, depending on the
alignment of the achieved results of forming and growing
FPO with current and strategic activity goals. From this, it
follows that a balanced analytical form needs to be created

that serves a managerial purpose (aimed at directing the ef-
forts of management subjects and their structural units to
solve substantive (not formal) tasks and achieve meaning-
ful results).

3) Management influence is programmable. From this,
it follows that the balance analytical form should be aimed
at eliminating contradictions regarding the values of liquid-
ity, solvency, profitability of own funds, and the structure
of financial resources.

The result of specifying the principles of managing the
formation and growth of FPO through the lens of effective-
ness is presented in Table 3.

According to the principles of managing the formation
and growth of the FPO through the lens of effectiveness,
their implementation will be facilitated by the use of the
balanced analytical form of A.V. Hrachov. This form vis-
ualizes the structure of financial resources, determines the
result of forming and growing financial potential about cur-
rent and strategic activity goals, and also identifies contra-
dictions regarding the values of liquidity, solvency, and
profitability of own funds.
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Table 3

The result of specifying the principles of managing the formation and growth of FPO

through the lens of effectiveness

Principle of management

Characteristics of the features of implementing the management principle.

Management influence is
transmitted through a uni-
fied system of indicators in
both dynamics and statics.

The basis for transmitting management influence should be a balance analytical form that:

. Visualizes the state and potential changes of FPO through a wide range of indicators
regarding the state and dynamics, as well as forecasted relationships that most accurately char-
acterize the effectiveness of the formation and growth of FPO.

. Simplifies the process of routing targeted influence, as it assumes the presence of ef-
fective performance indicators.

Management influence is
shaped by the operational re-
quests of management sub-
jects.

The basis for forming management influence should be effectiveness, which can be ensured by
the balance analytical form that has:

. A managerial purpose (its important ability to direct the efforts of FPO management
subjects towards solving substantive tasks and achieving significant results);
. The ability to define and simplify the content of operational requests of management

subjects through the content of effective performance indicators (by which deviations can be
identified for each balance item);

. The ability to establish a system of constraints, each of which represents a requirement
regarding the values of liquidity, solvency, and profitability of own funds.

Management influence is
programmable based on a
system of constraints and the
objective function for the
formation and growth of
FPO.

The basis for programming management influence should be a balance analytical form, which
should focus on eliminating contradictions regarding the values of liquidity, solvency, and prof-
itability of own funds, as well as the imbalance in the structure of financial resources, through:
. Monitoring the fulfillment of the system of constraints;

. Monitoring the progress toward the objective function for the formation and growth
of FPO and optimization calculations.

Source: formed based on [12; 5]

It is worth noting that the advantages of A.V. Hrachov's
balance analytical form are formed due to:

e  Determining the form of assets (monetary or
non-monetary);

e  Representing capital by ownership (in terms of
own and borrowed capital) and directions of investment
(monetary and non-monetary).

Classically, the use of A.V. Hrachov's balance analyti-
cal form requires the application of a specific system of
management methods, among which [5]:

1.  Methods of grouping balance sheet items. When
forming the balance analytical form, all items of the classi-
cal balance sheet of the organization are consolidated and
generalized into large groups. In this case, asset items
should be divided into non-current assets (NCA) and cur-
rent assets (CA), cash equivalents, assets that can be
quickly converted into cash, and assets that require a cer-
tain period to be converted into real cash equivalents. Lia-
bility items should be divided into equity (EC) and bor-
rowed capital (BC), liabilities recorded in cash form, and
those advanced into assets. Depending on the format of tar-
geted influence on FPO, other groups of balance sheet
items may be identified (for example, by areas of responsi-
bility, key processes, etc.)[1; 12]

The sequence of actions for grouping balance sheet
items continues until the necessary level of detail is
achieved, depending on the format for balancing compo-
nents that ensure the proper flow of processes for forming
and growing FPO. This process should be carried out ac-
cording to the following set of specific rules [12]:

e  The main categories for grouping are determined
(in this case, assets, capital and liabilities, cash equivalents,
and assets that can be quickly converted into cash). These
categories should highlight the overall structure for further
grouping balance sheet items based on their nature and
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characteristics.

e  Balance sheet items belonging to each category
are considered and separated based on criteria prioritized
for implementing the principles of managing the processes
of forming and growing FPO through the lens of effective-
ness. In particular, asset items should be divided into non-
current and current assets, cash equivalents, assets that can
be quickly converted into cash, and assets that require a
certain period to be converted into actual cash. Liability
items should be divided into equity (EC) and borrowed
capital (BC); liabilities accounted for in cash form, and
those advanced into assets; other non-current tangible as-
sets [11; 8].

e  The groups of items are specified (each major
group has its subcategories). For example, within the cate-
gory of current assets, the following subcategories are dis-
tinguished: production inventories, work in progress, low-
value and fast-wearing items, prepaid expenses, finished
products, stock goods, receivables, and cash [11]. In the
category of non-current assets, the following subcategories
are distinguished: fixed assets, expenses for the acquisition
or construction of new objects intended for further use in
the organization's construction activities, and other non-
current assets used in construction activities [11]. The ac-
tual list of subcategories may depend on the specific nature
of the organization's activities and its needs.

2. The methods for forming a system of constraints
within the structure of financial resources, particularly
within the framework of the analytical balance form, may
include:

e  Setting the maximum or optimal ratio of equity
to borrowed capital;

e  Establishing limits for fluctuations between capi-
tal in monetary and non-monetary forms.

The systematized set of steps required to establish a
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system of constraints within the structure of financial

resources is presented in Table 4.

Table 4

Organized steps to establish a system of constraints in financial resources

Sequence of actions for establishing constraints.

Specification of the step content.

The result of the step.

Determination of constraints for cash balances in the cash
register, on the current account, and in transit; for the bal-
ances of short-term financial investments.

Establishment of a standard for the
amount of real payment means and
means that can be quickly converted
into them.

Determination of constraints for the balances of cash credit,
other funds, and the associated interest

Establishment of a standard for the
maximum amount of liabilities ac-
counted for in monetary form.

Determination of constraints for the balances of non-current
assets; production supplies*; other inventories and current
assets; receivables; prepaid expenses.

Establishment of a standard for the
amount of assets that require a certain
period to be converted into real pay-
ment means.

Determination of constraints for the balances of commercial
credit obtained; advances paid; other liabilities, promissory
notes received, salary obligations, etc.

Establishment of a standard for the
amount of liabilities advanced to assets.

stablishing a fluctuation
limit for the difference
that constitutes free
cash capital or its defi-
cit:

EC— TVnmf=TVmf -
BC, abo

TVmf>BC and EC >
TVnmf**

Determination of constraints for the balances of outstanding
borrowed funds to be reimbursed to creditors after a certain
period.

Establishing a standard for the amount
of borrowed funds in the balance sheet
sections "Long-term liabilities and pro-
visions" and "Current liabilities and
provisions."

Determination of constraints for the amount by which the
carrying value of assets of a construction organization ex-
ceeds its liabilities.

Establishment of a standard for the total
of the first section of the liabilities side
of the balance sheet.

Establishing the maxi-
mum or optimal ratio of
borrowed capital to eg-
uity capital of the organ-
ization.

Note

* The sum includes raw materials, materials, fuel, components, purchased semi-finished products, lubricants, fuel, packaging, spare parts, low-

value and fast-wearing items.

**TV- The total value of financial resources of a construction organization.

Source: formed based on [1; 12; 5]

The management of limitations is carried out through
the standardization of the balances and turnovers of the bal-
ance sheet items of assets and capital, which are included
in the calculation of cash capital and financial leverage ef-
fect. This means setting certain ranges of changes and
quantitative limitations for balance indicators that should
be monitored during the formation and growth of FPO;

3. Methods of visualizing the processes of financial
potential formation and growth in organizations (including
dynamic methods) are focused on:

e  Static representation of the state. This representa-
tion is formed using static visualization methods that allow
for the identification of the structure and components of fi-
nancial potential at a specific point in time.

. Dynamic representation of data regarding
changes. These representations are formed using dynamic
visualization methods that allow for reflecting the develop-
ment of financial potential over time.

In forming and growing FPO, any representation of the
state or data regarding changes is made by inputting infor-
mation into the analytical balance form of A.V. Hrachov,
according to the chosen overall structure of grouping the
balance sheet items. The main requirement for visualiza-
tions is that their generalized set should be sufficient to de-
termine the state of financial potential, the dynamics of
changes in its foundation (specifically, changes in the
structure of financial resources), and possible issues in the
formation and growth of financial potential in construction
organizations [9]

4. Methods of modeling future performance in the

formation and growth of FPO (especially in terms of inte-
grated financial flows in these processes) should be de-
tailed in terms of:

e Methods of primary representation for each process
of formation and growth of FPO. In this case, single math-
ematical models are used that reflect the properties of such
facts in balance equations, which mirror changes in assets
and liabilities (each change in the equation is detailed as an
accounting entry that impacts two balance sheet items).
Among such models, those oriented towards [10] include:

e The two-factor type of balance equation (alg. 1):

Assets=L + EC - AE, (1);

where: L - Liabilities (or borrowed capital); EC - Equity
capital; AE- Accounting entry.

e The four-factor type of balance equation reflects the
economic interconnection of the main financial statements
(alg. 2):

Assets = L + EC+Revenue-Expenses— AE, (2);

e Six-factor form of the balance equation reflecting
the interrelation of the construction enterprise with the ex-
ternal environment (eq. 3);

Assets=L+EC+Revenue-Expenses+Investments—
Withdrawals—AE, (3).

At the same time, individual mathematical models are
formed according to the following rules:

1) Each model may simultaneously affect two or more
items of A.V. Grachov’s analytical balance form, to the ex-
tent that best reflects a specific process of formation and
growth of the FPO;

2) Each model is formed using the type of balance
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equation that best reflects the organization’s goals, struc-
ture, reporting needs, and the format of balancing compo-
nents that ensure the proper flow of processes for the for-
mation and growth of FPO.

The choice of the type of balance equation may depend
on the format of balancing components. For instance, the
distribution of targeted influence through processes and ac-
tions, the creation of reactive effects within the organiza-
tion, or the allocation of targeted influence through the
maximization of asset value all require awareness of the
organization's interaction with the external environment,
the specifics of responsibility distribution among depart-
ments and services, and the schemes for asset value for-
mation.

This requires representing the economic interconnec-
tion of the main forms of reporting using the 6-factor and
4-factor types of balance equations. In other cases, the 2-

factor type of balance equation can be used if it satisfies
existing informational needs—taking into account the re-
quirements of rationality, accuracy, and convenience in
presenting the results derived from using balance equations
to study the state of the FPO and changes in the structure
of assets and liabilities.

e Methods for general representation of all processes
of forming and increasing FPO. The main approach is the
construction of complex models that take into account the
interrelationships and interactions between different indi-
vidual mathematical models (formed according to algo-
rithms 1, 2, 3). In this case, the description of such models
can be done based on deterministic, stochastic, or set-theo-
retic algorithms of system analysis (Table 5). The primary
focus should be on stochastic descriptions.

Table 5
Characteristics of system analysis algorithms for describing the processes of formation and growth of FPO
Algorl_thms Features of modeling the for- Limited use of the method
for building - d h of f deli Advantages
models. mation and growth of FPO or modeling
Deterministic | Formation of models that describe | The model assumes the absence of stochastic or un- | A model suitable for
algorithms the formation and growth of FPO | foreseen processes in each FPO model (however, | describing the target

through deterministic descriptions.
Do not contain uncertainty, and de-
fine the ideal state of the processes
of forming and increasing FPO

uncertainty is always present, but it is ignored).
Ignoring the dynamic format of the balance accord-
ing to A.V. Hrachov.

state of the effective-
ness of forming and
increasing FPO.

Stochastic al-
gorithms

Forming models that characterize
the formation and increase of FPO
through  stochastic  descriptions,
where the variables and parameters
of these processes are represented
as random variables.

The models are based on distribution algorithms
(specifically, the calculation of a discrete random
variable that represents the set of possible events)
and their parameters (which are the probabilities of
their occurrence), making them quite complex.

The model is suitable
for describing
changes in the state
of the effectiveness
of the formation and
growth of FPO.

Set-theoretic
algorithms

The formation of set-theoretic mod-
els that characterize parameters and
variables represented as sets of
guaranteed or permissible values of

Forms interval models that describe the properties
of the system with intervals of possible values or
functional corridors, where it is not possible to
clearly define forecast values of the balance.

A model suitable for
describing only inter-
val changes in the ef-
fectiveness of FPO

the processes of formation and
growth of FPO.

Hrachov.

Ignores the static format of the balance of A.V.

formation and
growth.

Source: formed by the author.

Stochastic algorithms form a complex model suitable
for describing all possible changes in the state of the effec-
tiveness of financial potential formation and growth. At the
same time, the drawbacks of stochastic algorithms used to
describe changes can be minimized by replacing the dis-
crete random variable with a simple statistical estimate.

5. Methods of adjusting the effectiveness of the for-
mation and increase of FPO. This requires the implemen-
tation of the following steps [1; 12]: identification of the
need to adjust the structure of financial resources; identifi-
cation of the basic schemes and specifics of adjusting the
structure of financial resources; determination of specific
amounts of adjustments, taking into account the systems of
constraints created for maximizing effectiveness; verifica-
tion of the correctness of adjustments (by ensuring the
equality of assets and liabilities when making all adjust-
ments for the balance analytical form of A.V. Grachov);
determination of the cumulative effect of all adjustments
made.

The identification of basic schemes and specifics for
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adjusting the structure of financial resources is ensured
through a complex system of rules. In particular, each op-
eration for adjusting the effectiveness of forming and in-
creasing FPO involves a dual-entry system when the status
of recorded items changes, and it has a common economic
meaning. These operations have their own specifics, which
allow for identification based on thematic characteristics
[2;9].

Considering the outlined specifics, we agree with the
need to distinguish four basic adjustment schemes for FPO
and an exchange scheme. These include: schemes that in-
volve a mirrored increase of assets and liabilities, a mir-
rored decrease of assets and liabilities, changes in asset or
liability items [2], and the exchange scheme, which affects
cash capital or the ratio of equity to borrowed capital.

Considering the outlined specifics, we agree on the ne-
cessity of distinguishing the content of adjustments, based
on which the identification of the rules for each adjustment
is made according to thematic criteria, followed by the de-
termination of the adjustment amount. The following
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directions can be identified:

1. Adjustments related to the items of inventories
(hereinafter - 11). This direction includes changes and cur-
rent adjustments caused by the following facts during the
period under consideration (Table 6): assets were recorded
but not paid for; assets were recorded and paid for; assets

were delivered but not paid for. These changes affect the
state and movement of assets (specifically accounting units
related to inventory). This can negatively impact both cash
capital and equity in monetary form. The adjustments
(through the flows g, v, r, n, m) should eliminate such neg-
ative impacts.

Table 6
Characteristics of possible adjustments to the results of the formation and growth
of FPO related to changes in items of inventories
N . . . . . . Corrective
Direction of changes Possible adjustments in the period under consideration amount
Assets have been recognized | Partial reduction of turnover from asset recognition by cutting specific | amount q
but not paid for, which will | items from procurement budgets
negatively impact the cash | Partial reduction of turnover from asset recognition by cutting specific | amount v
capital. items from overhead costs.
Assets have been recognized | A portion of the cash can be withdrawn by reversing entries for asset amountr
and paid for, which will nega- | recognition and advance payments. Such reversals will help adjust the eq-
tively impact the EC structure | uity of the construction organization.
Assets have been delivered but | Receipt of assets within the balance of advances issued for the supply of | amount n
not paid for, which will nega- | material assets. This will increase the balance of real payment means.
tively impact the cash capital | Make a full or partial return of advances issued for the supply of various amount m
and change the EC structure/ | material assets. This will increase the balance of real payment means.

Source: formed based on [5: 2; 10]

2. Adjustments related to items that led to a deficit
in free cash capital. This direction includes changes and
current adjustments caused by the nature of the deficit,

which arose due to (Table 7): insufficient operational re-
serves, inadequate own cash funds, and issues with the cost
structure of production.

Table 7
Characteristics of adjustments in the effectiveness of forming and increasing FPO
in connection with covering the cash capital deficit
. . . . . . . Corrective
Direction of changes Possible adjustments in the period under review amount

Operational reserve, which nega- | Ensuring additional receipt of advance payments (by adjusting the sched- | amount w
tively affects cash capital ule of their receipt, introducing the practice of drafting contracts that es-

tablish prepayment terms).

Ensuring the repayment of debts by customers (by adjusting the payment | amount f

schedules with customers).
Amount of own cash funds, creat- | Offsetting received advances, ensuring growth in product sales volumes amount t
ing a risk of problems with sales _ _ — _ _
budget execution and cash capital Conversion of short-term financial investments into cash equivalents amounth
Cost structure, which reduces the | Reduction of production cost in terms of material expenses to increase rev- | amount p
amount of own cash capital enue from the sale of such products, and consequently, the organization's

own cash capital.

Source: formed based on [10-11]

3. ltisevident that these changes affect the state and movement of liabilities, particularly those related to retained
earnings, which may negatively impact both cash capital and equity in monetary form. To mitigate this impact, adjust-
ments are necessary to ensure an increase in cash inflows (inflows w, f, t, h, p), which should exceed the amount required
to cover the needs associated with the organization’s day-to-day operations.

4.  With adjustments to the ratio between equity and borrowed capital. This direction includes changes and current
adjustments driven by the need to improve the ratio between equity and borrowed capital during the period under review
(Table 8).

If the changes affect the financial leverage effect, the impact of which may be negative, it is important to form adjust-
ments that will generate inflows (from amounts x, y, z), taking into account which the organization's profitability will
exceed the cost of the received loans [6; 12].

In the management of forming and increasing the FPO, it is not each individual adjustment that is important, but rather
the cumulative effect of all adjustments made, provided that it does not violate the overall balance equation, taking into
account all the facts of forming and increasing financial potential.
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Table 8

Characteristics of possible adjustments in the effectiveness of forming and increasing FPO in connection with
covering the cash capital deficit

Direction of Possible adjustments during the period under review Corrective
changes amount
Volume of equity | Increase in authorized capital due to additional contributions (in monetary form) | amount x
capital generating | from existing owners and/or through additional investments from third parties*
a low financial Increase in authorized capital due to additional contributions (in non-monetary form) | amount y
leverage effect from existing owners and/or through additional investments from third parties*
Conversion of debt (provided it originated from a supply/loan agreement with a for- | amount z
eign or domestic counterparty or lender) into authorized capital. This operation is
essentially equivalent to making an additional contribution, whereby the creditor be-
comes one of the organization's owners.

Note

* The adjustment has a deferred effect, in the form of an increase in non-operating and other income of the organization.

Source: compiled based on [11; 4]

It should be noted that the cumulative effect arises from
the sequential accumulation or summation of the impact of
several adjustments or changes on balance sheet indicators.
Therefore, the largest cumulative effect should serve as the
basis for selecting the option for adjusting the overall ef-
fectiveness of financial potential management in organiza-
tions.

Conclusions. The author has demonstrated that the
combination of known characteristics of financial potential
management in organizations should be sufficient to con-
duct a systematic analysis of the processes of its formation
and growth, focusing on their overall effectiveness in terms
of identifying the state (based on static and dynamic visu-
alizations of the balance), possible change scenarios, and
key directions for adjusting overall variability.

The study of the content of the outlined processes re-
vealed that they are effective in the search for an optimal
structure of financial resources and the related opportuni-
ties for the organization to meet its obligations and ensure

an acceptable level of profit. The following conclusions
have been made:

1. It is important to form a set of interconnected
methods and techniques for forming and increasing FPO,
considering the differences arising from varying ap-
proaches to implementing the concept of effective manage-
ment.

2. Since the key aspect in financial potential man-
agement is balancing goals, the balancing algorithms are
oriented towards achieving financial goals and tasks that
were defined in advance.

3. The importance of identifying specific areas and
rules for balancing components that guide and ensure the
proper flow of processes for forming and increasing FPO.

The prospects for further research lie in the develop-
ment of new methodologies to improve the processes of
forming and increasing financial potential, taking into ac-
count modern possibilities for balancing its components
according to goals and performance parameters.
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