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ENTERPRISE PROFIT MANAGEMENT UNDER CRISIS:
SOME FEATURES AND ASSURANCE SYSTEM

Abstract. The problem of bankruptcy in Ukraine is quite relevant during the economic crisis. Due to
the full-scale military aggression of the russian federation, Ukrainian citizens and subjects of economic
activity are experiencing financial losses that lead to insolvency. The war prevents enterprises from
effectively conducting business activities, making timely payments to counterparties, and fully fulfilling their
obligations. The crisis that began in the national economy with the beginning of the war in Ukraine showed
that enterprises were not ready for it at all. The lack of profit makes organizations borrow, which ultimately, in
the case of ineffective debt policy, can lead to a financial crisis and bankruptcy. In addition, the process of
gradual integration of Ukraine into the European community, with its specific and clear rules and conditions
of functioning in the market, is currently underway, which may lead to a decrease in the financial stability of
the domestic economy sectors.

An increase in the profits of enterprises has a significant impact on the pace of economic development of
the country, its certain regions, and the improvement of living standards. Therefore, the issue of competent and
effective profit management of enterprises is relevant for the economy of Ukraine at this time.

The modern market of economic relations is unstable and changeable. The economic situation is
prone to constant changes and, as a rule, the inability of subjects of economic activity to quickly adapt to
changing market conditions creates crisis conditions at the enterprises. The emergence of crisis gives
impetus to the improvement of effective management processes, the choice of anti-crisis management
methods in order to maintain profitability, because profit is the end result of activity of any enterprise.

The article examines theoretical conclusions regarding the essence of profit as an economic
category and the main element of enterprise efficiency. It also considers the factors that affect the amount of
profit and its role in the financial and economic activity of an enterprise. The conceptual principles of profit
management are characterized, the profit management system of enterprises is analyzed, and steps to
improve the profit management mechanism are proposed.

Keywords: profit, profit management, profit formation, profit distribution, profitability.

JEL Classification: M20

Formulas: 0, fig.: 4, tabl.: 0, bibl.: 12

© Samorodov Borys, Zemecké-Milagauské Audroné, Maiboroda Alina, Manko Marina, 2023
This is an open access article distributed under the terms of the Creative Commons Attribution License 4.0.

25


https://doi.org/10.26565/2786-4995-2023-2-03
mailto:samorodov@karazin.ua
mailto:audronekaunas@gmail.com
mailto:ma.alina.v@gmail.com
mailto:marinaman5782@ukr.net
https://creativecommons.org/licenses/by/4.0/

ISSN 2786-5002 (online) ®IHAHCOBO-KPEAUTHI CUCTEMW: MEPCNEKTUBU PO3BUTKY
ISSN 2786-4995 (print) FINANCIAL AND CREDIT SYSTEMS: PROSPECTS FOR DEVELOPMENT

2(9)2023

Introduction. The results of economic activity of an enterprise are characterized by many
economic indicators, one of the core of which is profit. It is the profit that ensures the financial
stability, solvency of the enterprise, and finances its development. Profit acts as the driving force of
the economy and encourages entrepreneurs to engage in financial activities, thereby ensuring the
progress of the socio-economic system. For the stable development of the enterprise in the long
term, it is necessary to optimize its income and expenses, as well as sources of financing. Therefore,
enterprises should develop effective profit management mechanisms, which will also ensure the
development of the entire national economy.

The unstable financial state of the country’s economy, caused by russia’s full-scale invasion
of Ukraine, has had a negative impact on the operation of enterprises. First of all, national
enterprises faced a decline in demand for most types of goods and services, a significant increase in
the cost of raw materials and materials, while increased living costs in Ukraine forced managers to
raise their employees’ salaries. Under such conditions, most businesses had to decide whether to
continue or suspend their activities. The large-scale crisis of the national economy thus revealed
how important it is not only to operate and maintain the economy, but also to create new products,
to modernize approaches to profitability managment and efficiency of enterprise operations.

Analysis of recent research and purpose of the research. The issues related to creation,
effective use and management of enterprise profit in crisis are examined in scientific works of such
national and foreign scientists as I. Balabanov, I. Blank, M. Bilyk, E. Brigham, V. Geets, J. Juran,
A. Dayle, S. Doroguntsov, P. Druker, P. Yegorov, I. Kats, A. Kovaleva, G. Kramarenko, L.
Kostyrko, M. Korobova, Yu. Lysenko, L. Ligonenko, S. Pidkropivny, V. Stasyuk, L. Boltyanska, L.
Andreeva, O. Lysak, V. Ospishcheva, V. Andriychuk and others. Giving proper attention to the
works of scientists, it should be noted that the issues of profit management under crisis are not yet
sufficiently studied and require further research.

The purpose of the article is to study the theoretical and practical grounds of enterprise’s
profit generation and work out ways to increase the efficiency of the enterprise profit management
under crisis conditions.

To achieve the purpose, the following tasks have been set:

- to determine the specifics of the formation of the profit management mechanism;

- to develop proposals concerning ways to increase the company’s profit;

- to identify the need for enterprise profit management as one of the methods of increasing
the efficiency of its activity;

- to provide ways and methods of improving effective profit management of businesses.

Research results. The activity of enterprises in modern conditions depends on numerous
factors. Such factors such as consumer requirements for the quality of manufactured products and
financial instability of the national economy are reflected in the company’s activities. Companies
should quickly and effectively respond to changes in the market situation and make necessary,
optimal decisions related to the planning of production and the achievement of profit.

Under conditions of the development of the market economy, profit is the most pronounced
motivational factor of any entrepreneurial activity, which ensures the growth of the owners’ and
employees’ well-being with the income from invested capital.

The concept and essence of “profit” can be interpreted in different ways. According to Art.
42 of the Commercial Code of Ukraine, the profit of a subject of economic activity is an indicator
of the financial effectiveness of its economic activity, which is calculated by deducting the amount
of total costs and the amount of depreciation deductions from the amount of gross income of the
subject of economic activity for a certain period [1]. L.O. Boltyanska, L.O. Andreeva and O.l.
Lysak define profit as the main source of financing the development of the enterprise [2].
V. Ospishcheva considers profit as a part of the added value of a product, which remains after
covering production costs [3]. V. Andriychuk argues that profit is an added value created in the
production process, or, in other words, it is a value created in the process of entrepreneurial activity

26



ISSN 2786-5002 (online) ®IHAHCOBO-KPEAUTHI CUCTEMW: MEPCNEKTUBU PO3BUTKY
ISSN 2786-4995 (print) FINANCIAL AND CREDIT SYSTEMS: PROSPECTS FOR DEVELOPMENT

2(9)2023

over and above the costs of production resources and labor [4]. Thus, despite the differences in the
definitions, profit is characterized by the production efficiency and the excess of income over the
company’s expenses.

Having considered the concepts mentioned above, we can conclude that profit should be
understood as a financial indicator that reflects the effectiveness of an enterprise or economic entity
and its ability to generate added value in the process of its operation.

We should start our research with the analysis of statistical data on the number of new
businesses set up in Ukraine in recent years (Fig. 1).
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Fig. 1. Dynamics of opening new businesses from 2010 to 2022
Source: [5]

As we can see, according to the results of 2022, the number of newly set up companies fell
twice compared to 2021 — from 42.1 to 20.8 thousand (-50.7% by 2021), and the number of
individual entrepreneurs — from 296.4 to 201.3 thousand. (- 32.1%). However, according to the
latter registration figure, this is still more than the annual number between 2011 and 2016. The
situation with economic entities is worse: there is an anti-record for at least the last 13 years. But, in
order to have a complete picture, it is worth taking into account a few more indicators, namely how
many enterprises and individual entrepreneurs there are in Ukraine in general, and how many of
them have completely or to a large extent suspended their activities or have been liquidated.

Unfortunately, there is no official data on the total number of companies and individual
entrepreneurs that ceased operations during this period, as the State Statistics Committee of Ukraine
has suspended the publication of data on active economic entities. However, according to the results
of 2021, 1.96 million economic entities were officially registered and engaged in economic activity,
among which are almost 371 thousand enterprises and 1.59 million individual entrepreneurs.

According to the statistical data, 9,725 bankruptcy proceedings were opened in 2022, which
is 42% less than in the corresponding period of 2021. Bankruptcy of legal entities decreased by
28%, of individual entrepreneurs — by 18.5%, and monetary claims of creditors to debtors — by
50%. Other cases amount to 6,356 proceedings, which is about 65% of the total number of cases
opened in 2022 [5]. This situation is, in particular, due to difficulties in work of the courts in the
regions where hostilities are taking place. However, the procedure for opening bankruptcy
proceedings has not changed after the imposition of martial law.

Despite the positive dynamics of the number of bankrupt enterprises, it is worth noting that
the national economy is currently in a state of stagnation, which is close to crisis, and therefore the
relevance of enterprise profit management in current conditions can hardly be overestimated.

A crisis situation at an enterprise is a set of crisis phenomena that are critical and can lead to
the liquidation of the enterprise.
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The stages of crisis situations at an enterprise include: a decrease in profit, unprofitable
production, depletion or absence of reserve funds, and insolvency. They lead to a disruption of the
balance of the economic system and deterioration of its general condition, i.e. a situation arises in
which the change in the external, internal and output parameters affecting the system is not
mutually compensated, and their sum is not equal to zero.

As a result, the profitability of the enterprise first deteriorates, and then gradually loses the
ability to return to equilibrium, and there is a shortage of resources or the inability of the enterprise
for further development [6].

Profit management under crisis is a process of developing and making effective
management decisions on all the main aspects of its formation, distribution and use at the enterprise
in order to maximize the welfare of the owners of the enterprise in the current and prospective
periods.

Profit is formed under the influence of all interdependent factors that affect the results of the
enterprise, on the one hand, positively, and on the other hand, negatively. It should be noted that
means of production, objects of labor and labour resources are not only factors of profit creation,
but, at the same time, are the basis for determining the directions of finding reserves for profit
increase. Their rational and effective use contributes to the increase in the volume of production and
the improvement of its quality [7].

An integral part of the activity of any successful organization is strict accounting of
expenses incurred and income received. Based on these data, economists and accountants calculate
indicators reflecting the dynamics of the company’s development or degradation. At the same time,
factors affecting the amount of profit, their structure and intensity of influence are taken into
account.

Analyzing the data, experts evaluate the past activity and the current situation of the
enterprise. The formation of profit is influenced by many interrelated factors that can occur in
completely different ways. Some of them contribute to the growth of incomes, while the impact of
the others can be characterized as negative. In addition, the negative effect of one of the categories
can significantly reduce (or even eliminate) the positive result obtained due to other factors.

The goals of enterprise profit management are established based on the organizational
features and main characteristics of the enterprise profit management model as a component of
management accounting (Fig. 2).

Goals of enterprise profit management
during the crisis

Maximization of owners' capital — Support for the adoption of the level of
accumulation self-financing

— Maximization of the market value of the
Ensuring liquidity and solvency enterprise

Maintenance of the investment —

attractiveness of the organization || Ensuring the competitiveness

Fig. 2. Set of goals of enterprise profit management under crisis
Source: [8]
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The main tasks of enterprise profit management under crisis are grouped in Fig. 3.

Profit maximization within the resource potential of the cOmpany

Profitability assessment

Business risk assessment

~

Ensuring the optimal balance between the level of profit and the level of

risk
J

N\

Ensuring a sufficient level of financial resources with use of profit in
accordance with the tasks of the enterprise

Ensuring payment of a high level of income to owners

Main tasks of profit management

Identifying reserves to increase profits

Ensuring constant growth of the company's market value

Strengthening competitive positions

Fig. 3. Tasks of enterprise profit management under crisis
Source: [9]

The process of profit management under the crisis conditions of the enterprise should take
place in a certain sequence. Fig.4 presents a structural and logical diagram of the profit
management process.

Profit management policy under crisis should be aimed at maximizing the positive financial
result by increasing the scale of its activities, effective cost management, increasing the efficiency
of the use of the material and technical base, optimizing the composition and structure of current
assets, increasing the efficiency of labour and the business management system.

As for the company’s profit distribution management policy, it should reflect the main
requirements of the company’s general development strategy, ensure the growth of its market value,
and create the necessary volumes of investment funds to ensure the financial interests of owners and
employees.

Accounting for profit distribution is simply impossible without taking into account that the
amount of profit remaining with the company after payment of taxes should not reduce its interest
in improving its operations.

The measure of the efficiency of the company’s results is the principle of cost minimization
and profit maximization. Therefore, the main goal of any enterprise is to manage income and
expenses.

Increasing profits in different ways will help the company achieve its goals. In order to
maximize revenues, the enterprise needs to fully use its potential and power, enter new markets and
conclude contracts with new counterparties.
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Profit management during a crisis
Formation Distribution Use
- analysis of trends of changes . taxation:
w:g?iiamount and structure of ~ risk insurance: _increase in the amount
promt, . - dividend policy. of profit received;
- profit forecasting and - reduction of costs of

determination of growth
reserves;

- implementation of
operational monitoring of the
profit formation.

obtaining profit in the
process of its formation;
- stable profit.

Fig. 4. Enterprise profit management under crisis
Source: [9]

To reduce costs, first of all, it is necessary to analyze them. Among the sources of cost
reduction there can be: staff redundancy and reduction of payroll, reduction of variable costs
through negotiations with suppliers of raw materials and materials with the approval of a discount
system or obtaining commodity loans [11].

While reducing expenses and decreasing costs, one should remember that this should not
affect the quality of products, since a significant decrease in the price usual for the client in the next
period may negatively affect the demand and, consequently, the amount of profit.

The level of profit, as the main source of funding the development of the company and
increasing the income of its employees and owners, directly and indirectly depends on the decisions
of the management in every field of activity. Therefore, it is necessary to properly integrate the
profit management system into the general business management system.

As part of the profit management mechanism during the crisis, if necessary, such activities
as analysis and monitoring of the external environment, development of the company’s strategy,
collection of analytical information, decision-making, analysis and correction of decisions are used.
In the field of profit management, they are defined as decision-making and preparation of
information for management decisions [12].

In order to ensure an excellent profit management mechanism for Ukrainian economic
entities under crisis conditions, the following steps could be proposed:

1. Implementing an effective personnel policy. This should reduce the time required to
produce a unit of output while ensuring the most productive and skilled personnel.

2. Increasing the effectiveness of the sales policy of enterprises. Since the income depends
on the sale of products, it should be paid more attention to.

3. Avoiding non-productive costs through their rationing, planning and analysis.

4. Improving product quality and eliminating losses due to defects. The profitability of the
company is affected by the modernization of products or the withdrawal of uncompetitive products
from production. The company will not be able to get the maximum possible income planned
earlier, because it may experience an increase in costs due to the production of non-competitive
products.
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5. Increasing marketing efficiency. Many new types of products are not bought on the
market precisely because of the lack of an effective mechanism of advertising and attracting buyers.

6. Imposing strict cost control. In order for the heads of structural units to be able to control
all fields of operation as accurately as possible, they should be provided with all the necessary
resources. Only then is it possible to prevent unnecessary and unjustified waste of material,
financial and labour resources.

Many enterprises completely ignore profit planning in the conditions of crisis, constant
increase in prices and unstable economy. Obviously, in the conditions of such uncertainty, it is quite
difficult to predict anything. However, one cannot fully expect to increase profits without using the
important stage of planning. Thus, detailed planning, the indicators of which may deviate in crisis
conditions, will ensure the company’s success in the market.

Conclusion. The current state of the national economy significantly affects the development
and functioning of enterprises. Profitability is the main criterion for evaluating the production and
economic activity of any enterprise, while crises are its destabilizing factor.

Amid economic instability, the state of economic entities is complicated by the fact that they
are not prepared for crises. The size of the company’s profit depends both on internal factors, i.e.
the efficiency of using available resources, and on external factors, the main of which is the state of
the whole economy of the country. This, in turn, indicates that an effective process of profit
management is one of the most important factors in the efficiency of an enterprise’s economic
activity. The size of the profit affects the increase in the market value and the efficiency of the
production activity of the enterprise. The optimum management of the profit structure helps the
enterprise to prevent bankruptcy, and creates prospects for entering foreign markets.

Given the current situation in Ukraine, companies should look for ways to optimize their
operations and increase profits, while simultaneously supporting the country’s economy. An
effective profit management system will allow to fully implement the goals and tasks of the
enterprise, increase its profitability and strengthen its competitiveness.
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YHPABJIIHHSA NIPUBYTKOM HNIANNPHEMCTB B YMOBAX KPU3U: JESKI OCOBJNBOCTI
TA CUCTEMA 3ABE3IIEYEHHS

AHoranis. [IpoGiema 6aHKpyTCTBa B YKpaiHi € TOCUTh aKTyalbHOIO il 9ac €KOHOMIYHOT KpU3H. Y 3B’SI3KY 3
MOBHOMACIITaOHOIO 30poifHOIO arpecieto Pociiicbkoi Denepartii rpoManssHu Ta Cy0’€KTH TOCTOJIApPIOBAaHHS B YKpaiHi
3a3HaIOTh (DIHAHCOBUX BTPAT, SIKi MPU3BOIATH 10 BUHUKHEHHS HEIJIATOCIIPOMOXKHOCTI. BiliHa 3aBakae miANpUEMCTBAM
e(eKTHBHO BECTH IrOCIIOJAPCHKY AisUIbHICTD, BYACHO PO3PAXOBYBATHCS 3 KOHTPAreHTaMH Ta MOBHICTIO BUKOHYBAaTH CBO{
3000B's13aHHA. Kpm3a, skxa mowamacss y BITYM3HAHIH EKOHOMIIlI 3 MOYAaTKOM BifHM B YKpaiHi, IOKa3ama, IO
MATIPHEMCTBA 30BCIM He TOTOBI Oy 10 Hel. Hectaga mpnOyTKy CIIOHYKae oprasizamii Mo3W4YaTH, M0 3pPEIITo0, y pasi
Hee()eKTUBHOI OOProBOi MONITHKH, MOXKE TMPHU3BECTH 10 (iHaHCOBOT Kpu3u Ta GaHkpyTtcTBa. KpiM TOro, 3apas TpuBae
IpoLec TOCTYNOBOI iHTerpanii YKpaiHu 10 €BpONEHCHKOI CHIIBHOTH 3 1i crenn@iuHUMM, YITKUMH NPaBUIAMH Ta
yMOBaMH ()YHKI[IOHYBaHHs Ha PUHKY, III0 MOXKE MPU3BECTH 10 3HMWKCHHS (DIHAHCOBOI CTIMKOCTI BITUM3HSHUX CEKTOPIB
€KOHOMIKH.

30UIbIIeHHST PUOYTKIB MIANPUEMCTB 3HAYHOIO MIpOIO BIUIMBAE HAa TEMIIM €KOHOMIYHOTO PO3BUTKY KpaiHH,
OKpEMHMX PETIOHIB Ta MiJBUIICHHS PiBHS )KUTTS HacedaeHHs. ToMy mpobieMa rpaMOTHOTO Ta €()EKTHBHOTO YIPaBIIiHHS
MPUOYTKOM MiAPHUEMCTB € aKTyaJbHOIO I EKOHOMIKM Y KpaiHU Ha JaHUHA MEepioz.

CyJacHHMid PUHOK €KOHOMIYHUX BiJIHOCHMH HECTaOUTbHWN 1 MIiHIWBHN. EKOHOMIYHA CHTYyaIlisi CXHJbHA O
MOCTIMHMX 3MiH 1, SIK IPaBUJIO, HE3MATHICTh CYO'€KTIB TOCIONAPIOBAHHS IIBUIKO aaNTYBATHCS IO MiHIUBUX PUHKOBUX
YMOB TIOPOJDKYE KPHU30BY CHUTYaIlil0 Ha TMiANPUEMCTBI. BUHWKHEHHS KpPH30BOI CHTyaIlil Ja€ TOMTOBX JIO
BJIOCKOHAJICHHS €(hEeKTUBHUX IPOIIECIB yIPABIiHHS, BHOOPY METOAIB aHTUKPHU30BOTO YIIPABIIHHS 3 METOIO 30epeKeHHS
puOYTKOBOCTI, aJykKe MPUOYTOK € KIHIIEBUM Pe3yJIbTaTOM AisIBHOCTI KOXKHOTO IMiJIPUEMCTBA.

VY crarti IOCHIIKeHI TEOPETHYHI y3arajdbHEHHS WIOJ0 CYTHOCTI NMPUOYTKY SK €KOHOMIYHOI KaTeropii Ta
OCHOBHOT'O eJIeMEeHTa e()eKTHBHOCTI MiIIPUEMCTBA, 3a3HaYeHO (PAKTOPH, SIKI BIUIMBAIOTH Ha HOTO BEIMYHMHY Ta HOTO
3HaUeHHS Yy (DIHAHCOBO-TOCIOAAPCHKIN IisuIbHOCTI mmianpuemcTBa. OXapakTepU30BaHO KOHIENTYaIbHI 3acaau
yIpaBIiHHS NPUOYTKOM Ta MPOAHATi30BaHO CHUCTEMY YNpPaBIiHHS NPHOYTKOM HiANPUEMCTB, @ TAKOX 3alPOIOHOBAHI
JUT JUIsl TIOKpAILEHHS] MEXaHi3My YIPaBIiHHS NPUOYTKOM.

Kniouosi cnosa: npubymok, ynpaeninus npubymrom, @opmysants npubymky, po3nooil npudymxy,
npubymro8icmo.

®dopmynu: 0, puc.: 4, Tadin.: 0, 61671.:12
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