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ANALYSIS OF ECONOMIC ACTIVITY AS THE BASIS
FOR THE ADOPTION OF MANAGEMENT DECISIONS

Abstract. Analysis of the economic activities of the organization is the basis for making management decisions
in business. To justify management decisions, problems should be identified, production and financial risks should
be assessed, possible consequences of the decisions made should be determined. As a general indicator of the
financial and economic activity of the enterprise, the level of profitability is used, which is calculated as the ratio of
net profit to the sum of fixed and circulating production assets.
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INTRODUCTION

Economic analysis (otherwise - the analysis of economic activity) plays an important role in
improving the economic efficiency of organizations, in strengthening their financial condition. It is an
economic science that studies the economics of organizations, their activities in terms of evaluating their
work in fulfilling business plans, assessing their property and financial condition and in order to identify
unused reserves for improving the efficiency of organizations.

The subject of economic analysis is the property-financial condition and current economic activities
of organizations, studied in terms of its compliance with the objectives of business plans and in order to
identify unused reserves to increase the efficiency of the organization.

MAINPART

The content of the economic analysis is a comprehensive and detailed study, based on all available
sources of information, of various aspects of the functioning of this organization, aimed at improving its
work by developing and implementing optimal management decisions that reflect the reserves identified
during the analysis and the ways of using these reserves.

Economic analysis is divided into internal and external depending on the subjects of analysis, that is,
from those bodies that conduct it. The most complete and comprehensive is the internal analysis
conducted by the functional departments and services of this organization. External analysis conducted by
tax authorities, banks, debtors and creditors and other organizations, as a rule, is limited to establishing the
degree of stability of the financial condition of the analyzed organization, its solvency and liquidity both at
the reporting dates and in the future.

A comprehensive economic analysis of the economic activity of the enterprise with the wide
involvement of all employees, identification of unused internal production reserves on this basis, the
selection of optimal management decisions, and the improvement of the scientific feasibility of plans will
contribute to further growth in production efficiency and quality of work. When conducting a system
analysis, as a rule, 6 stages are distinguished.

Consider the content of these stages in relation to the economic analysis of the economic activity of
the enterprise. The balance sheet, statement of financial performance and the additional data listed above
can serve as a solid information basis for the economic analysis of the economic activities of enterprises
and other commercial structures. On their basis, one can judge the fulfillment of obligations, first of all, to
shareholders, investors, buyers, as well as possible financial difficulties, sometimes leading to a pre-
infarction financial condition. The economic analysis of economic activity in a market economy is
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increasingly acquiring the character of a system analysis. When conducting a system analysis, six stages
are usually distinguished. Consider the content of these stages in relation to the economic analysis of the
economic activity of the enterprise. Using the analysis of the organization’s economic activities, the
general trends of the enterprise’s development are studied, the reasons for the change in the results of
activities are investigated, the development plans of the enterprise are developed and approved and
management decisions are made, the implementation of the approved plans and decisions are monitored,
reserves are identified to improve production efficiency, the results of operations are evaluated firms, an
economic strategy is being developed for its development.

Analysis of the economic activities of the organization is the basis for making management decisions
in business. To justify management decisions, problems should be identified, production and financial
risks should be assessed, and possible consequences of decisions made should be determined.

In practice, performance indicators are profitability, profitability.

There are also individual indicators that characterize the effectiveness of individual aspects of the
enterprise.

These indicatorsinclude:

« the efficiency of use of production resources that are available to the organization, namely:

- the effectiveness of fixed assets (used indicators such as capital productivity, capital intensity);

- the effectiveness of labor resources (indicators such as profitability of personnel, labor productivity
are used);

- the effectiveness of material resources (such indicators as material output, material consumption,
profit per one ruble of material costs are used);

* the effectiveness of the investment activity of the organization (such an indicator as the payback
period of capital investments is used, profit per one ruble of capital investments);

» the efficiency of use of the organization’s assets (indicators such as turnover of current assets, profit
per ruble of the value of assets, including current and non-current assets, etc. are used);

* capital efficiency (used by indicators such as net income per share, dividends per share, etc.)

Profitability characterizes the profit that the company receives from each ruble of money invested in
the formation of the assets of the company.

The change in profitability reflects the dynamics of the effectiveness of all aspects of the enterprise.
For example, an increase in the level of profitability indicates an increase in the effectiveness of the
organization’s activities,

The actually achieved performance indicators are compared with planned indicators, with data for
previous reporting periods, as well as with indicators of other organizations.

When developing plans, proceed from the fact that the development of market relations and. new
management methods necessitates the use of a systematic approach to organizing the economic analysis of
the economic activity of the enterprise. The level and effectiveness of planned work to a decisive degree
depends on the efficiency of the employees of the economic service of the enterprise. The leading link in
this service is the planning and economic department, which is called upon to deal with economic
planning, statistical accounting and analysis of the economic activity of the enterprise. The employees of
this department must have high professional qualifications, have a sense of new, have a good knowledge
of production technology. Of great importance was the introduction of the post of chief economist, who
coordinates the work of the planning and economic department, the labor and wage department, the
financial department, research groups and economic services in the shops and departments of enterprises.
Features of the analysis are determined by the tasks of the body that analyzes the enterprise, they are
manifested in the sequence of studying the economy, in the subject of analysis (the issues that the
organization is interested in are analyzed), in the forms of analytical work. The information support of the
analysis is, as a rule, the consolidated reporting of the main business link, the economic indicators of the
economic activity of the enterprise as a whole, without detailing by units.

Analysis of the economic activity of the enterprise is based on the use of a wide range of planned,
accounting, statistical and non-accounting information, as well as on the actual data of various statements.
The information used for analysis is that it is multilateral information characterizing the economic side of
the production and economic activity of an enterprise or other production unit. An important type of work
involves quality training in the materials extracted for analysis, depending on its goals.
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depends on the efficiency of the employees of the economic service of the enterprise. The leading link in
this service is the planning and economic department, which is called upon to deal with economic
planning, statistical accounting and analysis of the economic activity of the enterprise. The employees of
this department must have high professional qualifications, have a sense of new, have a good knowledge
of production technology. Of great importance was the introduction of the post of chief economist, who
coordinates the work of the planning and economic department, the labor and wage department, the
financial department, research groups and economic services in the shops and departments of enterprises.

Features of the analysis are determined by the tasks of the body that analyzes the enterprise, they are
manifested in the sequence of studying the economy, in the subject of analysis (the issues that the
organization is interested in are analyzed), in the forms of analytical work. The information support of the
analysis is, as a rule, the consolidated reporting of the main business link, the economic indicators of the
economic activity of the enterprise as a whole, without detailing by units. Analysis of the economic
activity of the enterprise is based on the use of a wide range of planned, accounting, statistical and extra-
accounting information, as well as on the actual data of various statements. The information used for
analysis is that it is multilateral information characterizing the economic side of the production and
economic activity of an enterprise or other production unit. An important tap work includes quality
training in materials used for analysis, depending on its goals.

The effectiveness of the organization is influenced by a large number of factors of different levels.
These factors are:

= general economic factors. These include: trends and patterns of economic development, the
achievement of scientific and technological progress, tax, investment, depreciation policies of the state,
etc.

» natural and geographical factors: the location of the organization, climatic features of the area, etc.

= Regional factors: economic potential of a given region, investment policy in this region, etc.

» industry factors: the place of the industry in the national economic complex, market conditions in
this industry, etc.

= factors caused by the functioning of the analyzed organization - the degree of use of production
resources, compliance with the savings regime in the costs of production and sale of products, rationality
of the organization of supply and marketing activities, investment and pricing policies, the most complete
identification and use of on-farm reserves, etc.

It is impossible to control what cannot be reliably estimated; this is a well-known fact. And it only
confirms the relevance of the investigated problem - the problem of evaluating the effectiveness of the
company. Efficiency, as an indicator that determines the accuracy of the chosen direction when striving
for the final result, should have quantitative and qualitative certainty. This article will focus directly on the
quantitative aspect, which at this stage of the development of economic thought is more deterministic than
qualitative. In this paper, we consider the five most formalized approaches, and on their basis a number of
key indicators are derived that allow you to get the most complete picture of the financial and economic
condition of an economic entity when it is examined for operational efficiency.

The first approach is economic. When using this approach, the greatest importance is assigned to the
effectiveness of resource management. Most often, the economic approach is used to determine the current
effectiveness of the organization’s core business. Efficiency is considered here as cost-effectiveness and
physical performance - a definition proposed by costly and potential approaches. The most widely used
valuation method for this approach is to determine profitability.

The second approach takes as a basis the comparison of costs with the effect of cash flows. The
financial approach has always been used to assess the effectiveness of investment. Subsequently, the
methods proposed by him were also applied to the assessment of business activities in general.

The third approach is based on the creation of a company’s market value, reflecting the strategic goals
of management, namely, meeting the needs of all interested parties and maintaining a balance of interests.
The company’s market value is used as a comprehensive indicator, and the primary profitability here is
only one of the factors influencing the value of a business.
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The fourth approach - the process one - is built on enhancing cooperation between the subjects of
management, and intensifying relations between them. The processes taking place in the organization
ensure the existence of the types of activities of the company, which in turn form indicators. And it turns
out that if you improve the quality of the processes, then the final result will improve as a result.

The fifth approach is a complex of all of the above approaches. He recognizes the entire proposed
range of indicators - financial, cost and non-financial - linking them and bringing them into a single
system. The beginning of this approach in economic thought in the beginning of the 1990s was laid by the
famous American scientists Norton and Kaplan with their concept of a balanced scorecard, which implies
the organization of such a strategic planning system that would allow us to direct all the company's
activities to the implementation of strategic plans and decisions by solving everyday tasks. In this concept,
special attention is paid to the responsibility of each individual link - unit, department, employee. For this,
it is necessary to establish clearly defined strategic numerical indicators - KPI (key performance
indicators). The advantage of the BSC is that it allows the company management to get a complete picture
of the business, to avoid critical situations, and also to simplify the system of interaction between different
organizational levels in the company.

Type of economic analysis When should the specific type of analysis be chosen?
Cost-minimization analysis 1.  When the compared technologies are equally effective
- then it is only necessary to collect data about costs

When the effectiveness of the compared technologies are different
i.e. the difference in costs have to be weighted against the difference
Cost-effectiveness analysis in effectiveness

When a technology dominates the other technologies*

i.e. is more effective and cheaper than the compared technology
When activities with the same aim and measure of effectiveness are
compared

W

1. When health-related quality of life is an important health outcome
2. When activities across specialities or departments in the health care
sector have to be compared

Cost-utility analysis

When non-health effects are also important

e.g. the treatment process itself, utility of information.

When only one technology is assessed (net-benefit)

When there is a wish that individual lives are valued in monetary
units

4.  When activities across society have to be compared

Cost-benefit analysis

Wk =

Figure 2 - chart of choice of type of economic analysis from publication

Economic analysis involves assessing or examining topics or issues from an economist’s perspective.
Economic analysis is the study of economic systems. It may also be a study of a production process or an
industry. The analysis aims to determine how effectively the economy or something within it is operating.

CONCLUSION

Thus, based on a review of approaches to assessing the effectiveness of an organization, it can be
concluded that in a well-structured system, evaluation indicators should express not only the quantitatively
measurable result of the enterprise’s activity, but also the way it was achieved. The basic principle of the
formation of a system of indicators for assessing effectiveness is the ratio of the final result and its
economic effect - direct profit with expended resources.

A.A. Kypmananuna, A.A. OmapoBa, A.M. Canapraiu

'3 Akrebe enipiik MemiekeTTik yHuBepcuTeTi K. JKy6aHoBa;
?Eceros aTbiaarsl Kacruit MeMIIeKeTTIK TeXHONOTHSIIAp HKOHE MHKMHUPHHT YHHBEPCHTETI

BACKAPY HIEINIMJIEPIH BACKAPY HEI'T3IHJIEI'T
9KOHOMMKAUJIBIK KbIBMET TAJIIAY

AHHOTanusi. YWbIMHBIH 5KOHOMHUKAJBIK KbI3METIH Tangay OuzHecte Oackapy IuemrimiaepiH KaObuigay YImiH
Heri3 Ooibin Tabbutanbl. backapy memimuaepiH Heri3aey YUIH npoOsiemManap aHBIKTaIybl KepeK, OHAIPICTIK yKoHe
Kap)KbUIBIK TOyeKeNJep OaranaHybl KepeK, KaObUIMAHATHIH IMICHIIMICPAIH BIKTUMAJ CalIapbl aHBIKTATYbl KEPEK.
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KocinopbsIHHBIH KapKBUIBIK-IIAPYAIIBUIBIK KBI3METIHIH JKaJIIbl KOPCETKIMIpeTiHAe Ta3a MalIaHbIH TipKeITeH >KOHE
alfHaITBIMIAFBI OHIIPICTIK aKTUBTEP/IIH COMAChIHA KATHIHACHI PETiH/IE €CETTENTeH KipiCTIIIK IeHreHiK OTaHbIIabL.
Tyiiin ce3aep: Tannay, SKOHOMHUKAJBIK KBI3MET, KOCIIOPBIH SKOHOMHUKACHI, 0acKapy HIeTTiMaepi.

A.A. Kypmananuna, A.A. Omaposa, A.M. Canapraiau

'3 AKTIOGHHCKOTO PerHoHaNIbHOrO FOCYIaPCTBEHHOr0 YHIBepcHTeT a nM. K. JKy6anosa;
Kacrmiickoro rocyJJapCTBEHHOTO YHHBEpCHUTETa TeXHoIoruil u umkupunra umenu 1. Ecerosa

AHAJIM3 XO3SMCTBEHHOM JEATEJILHOCTH KAK OCHOBA B IIPUHATHH
YIIPABJIEHYECKHUX PEINEHUHA

AHHOTaUMs. AHaJIN3 XO3SMCTBEHHOH NESTEIHPHOCTH OPTaHU3AINH SBJSICTCS OCHOBOM U NPUHATHS YIIPaB-
JIeHYeCKuX pemeHnid B OumsHece. st 0OOCHOBaHMS YNPABICHYECKHX PEIICHWH CIELyeT BBIABIATH IPOOJIEMBI,
OLIEHWBATh ITPOM3BOJCTBEHHBIE W (MHAHCOBBIC DPHUCKH, ONPENENATh BO3MOXKHBIE MOCIEACTBHS NPHUHUMACMbIX
pemrennit. B kagectBe o00oOImarorero mokasarenas 3(GpQPeKTHBHOCTH (HHUHAHCOBO-XO3SHCTBEHHON AESTEIBHOCTH
MPEANIPUATHS IPUMEHSETCS yPOBEHb PEHTA0EIbHOCTH, KOTOPBIM PACCUNTHIBACTCS KaK OTHOIIEHHWE YHUCTOM NMpUOBUIN
K CyMM€ OCHOBHBIX 1 00OPOTHBIX ITPOM3BOACTBEHHBIX CPE/ICTB.

KiroueBble cioBa: aHanM3, XO3sMCTBEHHas NEATENBHOCTb, 3KOHOMHUKA MPEANPUATHS, YIpPaBIEHYECKHE
pelieHus.
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