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TRADE ENTERPRISES WORKING CAPITAL
MANAGEMENT ON THE BASE OF THE SYSTEM
AND REPRODUCING APPROACHES

A. Sifurova

The scientific approaches to enterprise management organization on the
base of system approach are considered and systematized. It is found out that in
spite of significant number of scientific works the issues related to the definition of
the essence, functions, principles, mechanisms, peculiarities and specifics of the use
of systematic approach to the trade enterprises working capital management at the
successive stages of the reproducing process, which takes place on the capitalized
base. The effect of modern mechanism of working capital management as an
important element of the trade enterprise management system is researched with
taking into account the high proportion of borrowed funds in the structure of
sources of financial resources and significant effect of working capital on the
financial results of trade enterprise activity. The necessity of use of the systematic and
reproducing approaches to management is substantiated for increasing the efficiency
of working capital formation processes from diversified sources, its investing in trade
enterprise assets, use and reproducing on the capitalized base. The principles,
functions, methods, tools, criteria of efficiency, stages of the reproducing process in the
working capital management of trade enterprises are determined.

Keywords: management system, working capital, system and reproducing
approaches, trade enterprise.

YIIPABJIIHHSA OBOPOTHHUM KAIIITAJIOM
TOPI'OBEJIbBHUX HIAITPUEMCTB HA OCHOBI
CUCTEMHOI'O TA BIATBOPIOBAJIBHOI'O IIIJIXO/I1B

A.L Cidyposa

Pozenanymo i cucmemamuzosano Haykogi nioxoou 00 opeaizayii ynpaeninHs
niONPUEMCMBOM HA OCHO8I CUCMEMHO20 nioxody. Buseneno, wjo, Hessadxcaouu Ha
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3HAYHY KITbKICMb HAYKOBUX Npayb, 3AAUUMAIOMBCA  AKMYATbHUMU  NUMAHHA,
108 's13aHI 3 BUSHAYUEHHAM CYMI, QYHKYI, NPUHYUNIG, MEeXAHI3ZMI8, 0cobIusoCmel ma
cneyu@pixu  3acmocy8anHs  CUCMEMHO20 HiOX00y 00 YHPABNiHHA 000POMHUM
Kanimaiom MOp206enbHUX nionpuemcmes Ha nOCAIO0BHUX cmaoisnx
810MBOPIOBAILHO20 NPOYECY, WO 8I0OYBACMbCA HA KANIMANI308AHI OCHOSBI.

Hocriooceno 0ito cyuacho2o mexauizmy YnpaeninHs 000pOMHUM KAnimaiom
SK 8AACTUBO20 elleMEHMA 3a2ANbHOI CUCTEMU YPABTIHHA NIONPUEMCINBOM MOP2i6JI,
38a0iCAIOUU HA BUCOKY NUMOMY 642y NO3UKOBUX KOWIMIE Yy CMPYKmypi Odcepen
@inancosux pecypcie ma 6paxo8yiouu Cymmegutl 6naue 000pOmMHO20 Kanimauy Ha
¢inancosi  pezynomamu  OLLILHOCMI  MOPeOGeNbHUX —nionpuemcms. Bussneno
8AXNCIUBUIL BNIUE NIOCUCTEMU YNPAGTIHHA 0OOPOMHUM KANIMANOM HA (QOPMYBAHHS
SHYMPIWHBLODIPMOBOI cucmemu Ynpasiints niONPUEMCmMeamuy mopeieni Ha niocmasi
aHanizy OUHAMIKU ma CMpYKmypu (Qinancogux Oxcepen ma oyiHKu eqekmueHocmi
suKopucmanns  0b6opomHoco  Kanimany —nionpuemcmeamu mopeieni  Vkpainu
npomsicom  2010-2017  poxie.  Buseneno, wo cyuacui  ckaaoui  yMmosu
nionpuemuuymea 6 Yxpaini npuzéeiu 00 mMo20, WO NEPesadcHa Oilbuicmb
GIMYU3HAHUX NIONPUEMCING ONMOBOI ma po30pibHOi mopeini eiouysae eocmpy
Hecmayy GIACHUX KOwmie Ol (POpMysaHHs 060poOmMHO20 Kanimany, AKull €
0dicepenom IHaHCyBants CKIA008UX eNeMeHmie 000POMHUX aKMUGI8, Wo iCMomHo
enaugac Ha pigsenvb  Qinancogoi cmiiikocmi U egpexmueHocmi  PiHAHCOBO-
20Cn00apcbkoi JisnbHOCHE NIONPUEMCIG.

O6rpynmosano HeoOXioHicmb BUKOPUCTAHHS cucmemHo20 ma
8I0MBOPIOBANILHOCO NIOX00I8 00 YNPABIHHS 3 MEmOI0 NIOGUUIEHHs epeKmUSHOCHI
npoyecig hopmyeanns 060poOmMHO2O Kanimany 3 OUBepCUQIKosanux 0dicepei, 1020
iHBECYBAHHSI 8 AKMUBU NIONPUEMCING MOP2I6T, BUKOPUCIMAHHS A 8I0MBOPEHHsl HA
Kanimanizogamili ocHogi. Busnaueno npunyunu, @ynxyii, memoou, incmpymenmu,
Kpumepii eghekmusHocmi, emanu 8i0MEOPIOBALILHO20 NPOYeECy 8 CUCMEMI YRPABIIHHSI
060pOMHUM KaniManom niONpUEMCMS mopeieii.

Josedeno, w0  600CKOHMANEHHA — 3G2ANbHOI  cucmemu  YNpaeiiHHs
nionpuemcmeom mopeigni ma niosuwenns i epexmuenocmi 3anedxcamv 6o
Ppo36y0osu cyuacHoi 0iceoi niocucmemu YNpasuinHs 060POMHUM KANIMAioM ma
opeanizayii npoyecy YRpasiinHs HA OKpeMUX emandax 6i0meoplo8aibHO20 NPoyecy
MOp208enbHO20  NIONPUEMCIEA 8  E€OHOCMI  MAd  83AEMO36’A3KY 3 IHUUMU
niocucmemamu ma eiremeHmamu, wo sabesneuums cmabinohe GYHKYIOHY8aHHA ma
OUHAMIYHULL  PO3GUMOK — NIONPUEMCME  MOP2IGIl 6  PUHKOBUX — YMOBAX Y
00820CmMPOK0BOMY NEPiOOL.

Kniouosi cnosa: cucmema ynpaeuinms, o0opomuuil Kanimai, CUCHEMHULL
ma gi0meoPI0BANbHULL NiOXOO0U, NEONPUEMCIMEO MOP2IGIL.

YIIPABJIEHUE OBOPOTHBIM KAIIMTAJIOM
TOPI'OBbBIX TPEAITPUATHA HA OCHOBE CUCTEMHOTO
N BOCITPOU3BOJCTBEHHOI'O IOAXO40B

A.N. CudypoBa

Paccmompenvl u cucmemamusuposansl HayuHvle noOXoobl K OpeaHu3ayuu
ynpagnenus npeonpusmueM Ha OCHO8e CUCMeEMHO20 nooxooa. Hccrnedosaro deticmsue
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COBDEMEHHO20 MEXAHUSMA  YNPABNEHUs. OOOPOMHbIM KANUMAIOM KAK  BANCHO0
aneMeHma obwell cucmemvl YRPAGLEHUs. NPeOnpusmuem mopeosiy, NPUHUMAs 60
GHUMAHUE BbICOKULL YOCTbHbI 6€C 3AeMHbIX CPeOCmE 6 CMPYKMype UCMOYHUKOS
DUHAHCOBBIX PecypPCO8 U YUUMbIBAsl CYUeCMBEHHOE GIUAHUE 000POMHO20 KANUMaid
Ha GQuHaHcogbie pe3yibmanivl OesmelbHOCHU MOop2osblx npednpusmuti. Boisenena
HEoOX00UMOCMb NPUMEHEHUS CUCIMEMHO20 U B0CHPOU3B00CTNEEHHO20 NOOX0008 K
VAPAGIEHUIO C Yelblo NOBbIUEHUs. IPHEKMUSHOCIU  NPOYECCo8  (POPMUPOBAHUS
0060POMHO20 KANUMANA U3 OUBEPCUDUYUPOBAHHBIX UCHIOYHUKOB, €20 UHBECIUPOBAHUS
6 aKmuevbl Npeonpusmull MOpeoeIu, UCNONb306AHUS U BOCHPOUIBOOCEA HA
Kanumanusupoeanou ocHose. Onpeoenenvl  NpuHyunvl, @OVHKYuu, Memoobl,
UHCIMPYMEHMbL,  Kpumepuu  3PexmugHocmy, — 3mansl  0CHPOU3EOOCHIBEHHO20
npoyecca cucmemvl YRpagiLeHust 000POMHbIM KANUMATIOM RPEONPUSIMULL MOPSOGIL.
Knrwoueevie cnosa: cucmema  ynpagienus, 00OpOMHbIL  KANUMATL,
CUCEMHDBILL U BOCHPOU3E00CMEEHHBLIL HOOX0O0bL, NPEOnpUsimue mopeosi.

Statement of the problem. The system approach is becoming more
and more popular today under adopting and substantiating of managerial
decisions in various sectors of the economy. System methodology is the
most streamlined and reliable base for managing of complex financial and
economic activities; it allows determining and analyzing the components of
the system and consistently combining them with each other.

The successful development and functioning of modern trade
enterprise is determined by the effectiveness of the interaction of elements
of the system of internal economic management, as well as the enterprise
itself with the external environment. In our opinion, the important trend of
the trade enterprise management system improving is construction of
modern efficient management subsystem of its working capital and the
organization of its management process with the unity and interconnection
with other subsystems and elements which provide the stable functioning
and dynamic development of trade enterprises in market conditions.

The current complicated conditions of entrepreneurship in Ukraine
lead to the fact that the overwhelming majority of domestic trade enterprises
suffer from sharp shortage of own funds for the working capital formation,
which is the source of the financing of current assets constituent elements,
and in its turn it significantly affects on the level of financial sustainability
and efficiency of enterprises’ financial and economic activity.

With taking into account the important role of working capital as
mobile part of the financial resources which advance money to elements of
trade enterprises working assets, the substantiation of methodical approaches
to organization of the efficient system of working capital management,
optimization of its sources structure and assets financing, assessment of the
efficiency of working capital management at each stage of the financial and
reproducing cycle require special attention, and, as a result, the indices of
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profitability, business activity, liquidity, financial sustainability and the
stability of trade enterprises development depend on it.

Review of the latest research and publications. Fundamental
scientific works of foreign scientists: R. Akoff, Ch. Barnard, L. von
Bertalanfi, St. Bir, D. Dikson, R. Dzhonson, V. Kinh, Dzh. Klir, E. Kunts,
O. Lanhe, E. Laslo, U. Ros, R. Saimon, Dzh. Forrester, F. Emeri, S. Yanh
and other made significant contribution to the development of the system
approach as management methodology.

V.H. Afanasiev, A.l. Berh, V. Blauberh, O.0. Bohdanov, S.A. Valuiev,
V.N. Volkova, S.P. Nykanorov, V.N. Sadovskyi, F.E. Temnykov,
V.S. Tiukhtin, A.l. Uiemov, Yu.l. Cherniak, Yu.A. Urmantsev, E.H. Yudin
and others should be noted among domestic scientists.

Despite the significant number of scientific works, the issues which
are related to the definition of the essence, functions, principles,
mechanisms, peculiarities and specifics of the system approach use to the
trade enterprises working capital management at the successive stages of the
reproducing process which occurs on the capitalized (expanded) base are
still topical.

The objective of the research is research the effect of modern
mechanism of working capital management as important element of the
trade enterprise management system on the base of use of the system and
reproducing approaches for its improving.

Presentation of the research material. The development and
implementation of the effective system of working capital management of
trade enterprises is becoming more and more important at the present stage
of the market transformation of the national economy; it should solve the
problems of optimizing the structure of the sources of its formation and
develop measures for improve the efficiency of its use and reproducing,
since it is essential in the functioning and the further development of trade
enterprises.

The set of elements which are interconnected and interdependent
from each other and form a certain unity is considered the «system» in
foreign and domestic economic literature. So, according to R. Akoff, the
system is any essence, which consists of interconnected parts [1]; L. von
Bertalanfi considers the system as the complex of elements in interaction
[2]; W. Hoslinh under the system understands the set of simple parts [3]; by
A. Hall, the system is plurality of objects along with the relationship
between objects and their attributes [4]; K. Watt believes that the system is
an interactive information mechanism of the economic activity of the
enterprise, which is characterized by many causal interactions [5].
O.V. Kustovska considers the system as a way of solving a certain problem,
which is, as a set of all necessary knowledge, information, material means
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and methods of their use, organization of people’s activities aimed at
solving the problem [6]; R.A. Fathutdinov defines the system approach to
management as an approach in which any system (object) is considered as a
set of interconnected elements which have «input» (goal), «output»,
connection with the external environment, feedback and the «process» in
the system [7].

The determinative principles of the system approach include:
integrity, structural, proportional, interdependence of the system and the
external environment, hierarchy, multiplicity of descriptions of each system,
balance, continuity in management, ontogenesis, composition, integration,
awareness, stability [1-7].

Enterprise as dynamic system is formed by the set of three elements:
input, transformation, output. The internal component of the management
system is the «process», which is treated by economists as series of direct
interrelated actions. These actions, each of which is already itself process,
largely determine the success of management activity. They were called
«managerial functions», each of which is also process.

Trade enterprise can be considered as complex economic system
which provides close connection between the spheres of production and
consumption of goods through the implementation of its classical
intermediary macro and microeconomic functions: value realization,
changes of the value form (commodity for monetary) and ownership;
distributive; integrating; assessed; organizing and regulating; transformation
of the production assortment of goods into trade; transportation, formation
and storage of commodity stocks; completing and bringing the goods to the
required quality; sorting, gathering, prepacking and packing; organization of
after-sales service, etc.

Retail trade enterprises are closest to the end consumers of goods,
therefore, new functions of retail trade are actively developing in the market
conditions: the study of consumer demand and its effect on it; analysis of
commodity and financial market conditions; lending to customers;
providing of consulting services; marketing researches of the market and
advertising, etc. The special feature of the market activity of retail trade
enterprises is their dualism, because in contact with suppliers of products
intermediaries act as representatives of demand, while offering goods to
customers, they act on behalf of suppliers. The distinctive feature of the
market activity of retail trade enterprises is the increased attention to the
quality of service, for active effect on the formation of consumer demand.

It necessitates the effective management of the trade enterprise
working capital; its sufficient volume is the base for the successful
functioning and financial support of economic activity, the implementation
of characteristic functions of retail trade and further economic growth.
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Financing of the expanded reproducing process, fulfillment of
financial obligations to the budget, banks, insurance and other organizations
and social and economic development of the enterprise as a whole depends
on the working capital volume.

Innovative development of domestic trade enterprises necessitates
the comprehensive study of the processes of formation, investment and use
of working capital for providing effective operation and achieving the
dynamic balance with the external environment, finding ways of surviving
of trade enterprises under competitive market development.

The system approach means logically grounded approach to the
working capital management of an enterprise as complex system, which is
formed from separate elements with numerous internal and external
relations. The system principle involves the formation of mechanism for the
working capital management as the specific dynamic system.

The essence of the system approach to the working capital
management of trade enterprise is in the formulation of goals and
determining of their hierarchy before the start of any management activity;
obtaining maximum effect, that is, achievement of the goals with minimal
expenses with the help of comparative analysis of alternative ways and
methods of goals achievement and implementation of the appropriate
choice; the quantitative assessment of the goals, methods and means of their
achieving is based not on partial criteria but on broad and comprehensive
assessment of all possible and planned operational results [8].

The working capital management system of trade enterprise involves
the following components: external environment, which includes system’s
input and output, connection with the external environment and feedback;
internal structure, as a set of interrelated elements, which provide the
process of influence of the management subject on the object, processing of
input to the output and system’s goals achieving (fig. 1).

The working capital management system of trade enterprise must
meet the basic requirements, namely: there must be cause-effect
relationship between elements of the system; the system must be dynamic,
that is, possess the ability to change its quantitative and qualitative status;
the system must have the parameters influencing on which can change the
course of the economic process.

System management objects include input, process, output,
feedback, and restrictions. Input is the size and structure of the sources of
working capital, which were formed for its use in the management process.
Output is the result or the final status of the process. In our case, it is the
residual value and the structure of working capital (current liabilities) and
the assets of the enterprise at the end of the system cycle. The connection
provides the coordination of the input and output of the process.
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Fig. 1. Trade enterprise working capital management on the base
of the system and reproducing approaches (developed by the authors)
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In our opinion, following basic interconnected processes which turn
the input into the output and provide the transformation of working capital
in the system can be marked out in the internal structure of the general
management system of trade enterprise working capital (see fig. 1):
1) processes, which is connected with the formation and mobilization of
working capital from various sources (own, borrowed, attracted);
2) processes which are related to the allocation of working capital in the
assets of the enterprise (non-current, current); 3) processes related to the use
of working capital invested in assets in the process of operating, investment,
financial activities of trade enterprise; 4) processes related to the
reproducing (returning) of working capital on the expanded base, which
provide the capitalization of trade enterprise (increasing of its market
value); 5) processes which involve new investments of working capital in
the economic activity of trade enterprise.

The organization of working capital management system of trade
enterprise should be based on the compliance with certain principles: taking
into account development prospects and subordination to the general and
financial strategy of the trade enterprise development; providing the
optimality of the structure of financial sources of working capital (own and
borrowed); providing expenses’ minimization for the formation of working
capital from different sources; providing the correspondence of the volume
of attracted loan capital to the volume of current working assets; formation
of the rational structure of assets and capital; minimization of financial risks
in the process of formation and use of working capital; organization of
timely monitoring, systematic control, analysis and assessment of the
effectiveness of the policy of trade enterprise working capital management.

Feedback in the system compares the actual status of output with the
output model and marks out differences (comparing the real volume and
structure of assets and capital existing at the enterprise and similar indices,
the achievement of which was planned), assesses the content of the
differences, develops the managerial decision (factors are determined,
which effect on the result, and also assessment of their effect on the final
result), forms the process of implementation of these decisions, affects on
the main process of the working capital management system of the
enterprise for harmonization of output and output model.

Calculated data which are obtained on the base of official
information of the State Statistics Service of Ukraine [9-11] show the
significant effect of the subsystem of working capital management as an
integral part of the management system of the trade enterprise.

71



The analysis of the main economic indices of financial and economic
activity of enterprises of wholesale and retail trade of Ukraine for the period
of 31.12.2010 — 31.12.2017 showed the following preferential tendencies
(fig. 2):

— the presence of a very low share of own working capital in the
general sources of capital formation of trade enterprises in 2010-2014
(9,8%, 1,0%, respectively) and its total absence in 2015, 2016, 2017
(-5,7% —3,2%, —0,2%, respectively);

— high proportion of borrowed capital in the overall structure of
working capital sources of wholesale and retail trade enterprises of Ukraine
(90,0-99,0% in the period of 2010-2014); 105,7%; 103,2; 100,2% in the
period of 2015-2017);

— rapid increasing of the average interest rates for legal entities for
long-term and short-term loans from banking institutions (15,5% — 24,4%
for the period of 2010-2015, 19,2-16,4% for 2016-2017), and it ultimately
effected on the weighted average cost of borrowed and total capital of trade
enterprises [12; 13].

The identified key trends in the formation of the financial structure
of the capital of Ukrainian trade enterprises for the study period (2010 —
2017) led to the fact that since 2014 loan capital almost displaced trade
enterprises own funds and the high price of credit resources in the financial
market significantly effected on the reducing of the profitability of working
assets use, which were financed mainly through borrowed funds. It also
caused the increasing of the weighted average cost of capital, the level of
financial risk, affected on the sharp decreasing of financial security and the
increased crises and threats probability to Ukrainian wholesale and retail
trade enterprises [14].

Negative phenomena in the capital financial structure formation and
the obtained financial results of trade enterprises can be explained by the
significant effect of external factors which are connected with the general
crisis political and financial and economic situation which developed in
Ukraine during the investigated period, in particular, in 2014-2017.

Thus, the analysis of the dynamics and structure of the main
financial sources of capital formation of Ukrainian trade enterprises during
2010-2017 shows that there is the disproportion in the ratio between own,
long-term and short-term borrowings, which formed the fixed and working
capital which was used by wholesale and retail trade enterprises for the
financial and resource support of their economic activity.
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Fig. 2. Dynamics of capital structure of trade enterprises and interest rates
on loans for legal entities in Ukraine for the period of 2010-2017
Source: it is developed by the authors on the base of data [9-13]

Conclusion. The study allows making the conclusion that the use of
system and reproducing approaches will equip the managers with the
necessary tools for forming the efficient management system of trade
enterprises working capital, which is adequate to modern requirements for
economic entities management.

The working capital management system can be interpreted as set of
forms, methods, techniques, operations and functions, through which
implement the enterprise’s working capital management; or as part of
general enterprise’s management system, which in turn consists of two
subsystems: the management object and entity. The strategic task of
developing an effective trade enterprise management system is managerial
effect on the working capital at each stage of the reproducing process for
increasing of its formation efficiency, asset investing, use and reproducing
on the expanded base.

From the point of view of the system approach, the working capital
management system of enterprises involves the determining of the working
capital management structure, its communications and functionality. The
structure of the subsystem of working capital management is the
composition and functions of its main parts; communication is its
information links; functionality is the mechanism of its activity.

73



Thus, improvement of the organization of working capital
management of trade enterprises on the base of the use of methods and
tools of system and reproducing approaches should be considered as one of
the main factors in increasing the efficiency of their financial and economic
activity. The improvement of the positions of trade enterprises in the
competition, their stable functioning and dynamic development in the
current market conditions in the long-term period depends on it.
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