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Abstract. The subject of the study. A successful economy does not allow the loss of its main component: 
enterprises in modern conditions. If the companies of the country do not receive anticipated financial 
results, the entire financial system becomes vulnerable. This article is focused on research of the problem 
of loss-making enterprises in Ukraine. It should be noted that the negative trend of a significant number of 
loss-making companies can be traced over a long period of time. The main reasons for Ukrainian producing 
companies’ unsatisfactory financial results are described in this article. A hierarchy of factors that determine 
the financial security of enterprises is constructed. Research of dependence operating profitability of 
businesses from inflation is done on the basis of statistical data. The tendency in the production of industrial 
output is shown. Methods. The methods used by authors include correlation analysis, comparative analysis, a 
method of description, interpretation of statistical data, a method of observation. Scope. The main task of the 
research remains the demonstration of the problem of non-profit activity of Ukrainian enterprises and the 
allocation of key factors for the containment of economic growth. For this purpose, a study was made of the 
dynamics of financial results of subjects of entrepreneurial activity. The dependence of profit on operating 
activities of the economic sector and the rates of inflation of the national economy of Ukraine is presented. 
Conclusions. National business adapts to the transformation of the economy and, at the same time, overcomes 
the diversity of threats. Performed analysis showed that enterprises in Ukraine are strongly influenced by 
internal independent administrative measures factors. The shortage of financial resources and the complexity 
of attracting additional funds impede the further development of enterprises. However, the size of revenues 
and costs, and thus the final financial results will depend on the professionalism of company’s management. 
The problem of increasing insolvency among Ukrainian companies is disclosed in this paper. Profit formation 
is possible only if one takes into account the role of the state, changes in external and internal demand and 
maintaining competitiveness. Key directions of financial stabilization and further business development in 
Ukraine depend on the ability of entities to maintain an acceptable level of their own financial security.
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1. Introduction
The profitability of enterprises determines the character 

of the development of the Ukrainian economy as a whole. 
Profitable enterprises form income tax revenue and 
their business activity is maximal. The country needs a 
sufficient amount of financial resources due to the need 
for active reforms and maintaining defence capability. In 
addition, many contradictions and imbalances requiring 
settlement for the further development of the country 
there are in the Ukrainian economy.

The government aims to intensify economic 
growth and create conditions for the development 

of enterprises. However, maintaining a large 
number of loss-making enterprises leads to lower 
tax revenues and putting pressure on the budget. 
The tax on profits of the enterprise is not made 
upon receipt of losses over the lack of the object of 
taxation. This situation is contrary to the principle 
of obligatory of the tax system of Ukraine (Adonin, 
2015). In most cases, loss-making enterprises have 
poor financial performance, low business activity. 
They are characterized by a decreasing of production 
and sales, as well as the slow pace of innovation d 
evelopment.
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2. Statement of a problem
Developed business sector forms the export 

potential and income tax revenue. There are creating 
jobs thanks to companies, as well as foundations of 
the country’s financial safety are laid. Any changes 
in the economy cannot occur without affecting the 
enterprise. Moreover, the reforms and structural 
changes designed to create conditions for attracting 
investments, growth of business activity, and 
increase the profitability of enterprises. However, the 
number of unprofitable enterprises in the economy 
remains significant, despite numerous reforms 
and changes. Conservation of a problem of a large 
amount of loss-making enterprises is especially 
important in comparison with other countries. For 
example, in the Russian Federation, the share of 
unprofitable enterprises did not exceed 33-36% in  
2014–2016.

Research of the current state of the economy gives 
grounds to assert that the entrepreneurial sector of 
Ukraine remains sensitive to a variety of adverse internal 
and external factors (Hanzyuk, 2016). The objective 
reaction for companies is to reduce production and sales 
volumes, optimization of personnel structure. Business 
leaves the market, and most importantly – has negative 
financial performance.

The objective of this article is the investigation 
of financial results of Ukrainian enterprises and 
identification of the main problems that cause 
unprofitable, and then offer ways to overcome the 
financial crisis.

3. The research method
Research materials: analyses, calculations, and articles 

formed the basis for writing this article. The scientific 
method became correlation analysis, comparative 
analysis, a method of description, interpretation of 
statistical data, a method of observation.

4. Problem-solving
4.1. The financial results of enterprises in Ukraine 

and the main reason for their loss
Since 2014, Ukraine is actively pursuing reforms 

on the path to European integration, discarding the 
inefficient control mechanisms. The priority remains 
the establishment of mechanisms for fair market 
relations, as well as ensuring a socially oriented 
economy of the vector. A sharp change in the direction 
of development is displayed on the macroeconomic 
indicators almost instantaneously. In particular, the 
national currency depreciated by more than 3 times. 
The consumer price index amounted to 124.9% in 
2014 and 143.3% in 2015. The fall of GDP amounted 
to -28.1% in 2014 (in million dollars) in 2014 and 
-31.3% (in millions of dollars) in 2015.

These changes are displayed on the activity of 
enterprises of Ukraine. The main problems of enterprises 
should be called:
•	 Decrease	 in	 domestic	 purchasing	 power	 of	 the	
population;
•	 Instability	 of	 national	 financial	 system	 and,	 as	 a	
result, limited access to financial resources. Since 2014, 
Ukrainian business has lost about 25% of the capital, 
which has remained in insolvent banks;
•	 Decrease	 in	 investment	 attractiveness	 and,	 as	 a	
consequence, the outflow of financial investments of 
foreign partners;
•	 Abrupt	 cessation	 of	 business	 contacts	 with	 the	
markets of the Russian Federation, which takes about 
one-third in the Ukrainian export structure;
•	 Military	aggression	in	Ukraine,	which	led	to	a	loss	of	
about 18% of the country’s industrial potential;
•	 High	level	of	shadow	economy;
•	 Instability	 of	 tax	 legislation,	 the	 abolition	 of	 state	
support and tax relief programs;
•	 Poor	 asset	 structure,	 the	 presence	 of	 obsolete	
technology and worn-out fixed assets.

In addition, only 16.8% of enterprises in Ukraine 
engaged in innovative activity in 2013 (Grynko, 
Gviniashvili, 2015). On the other hand, technology 
is one of the main stimulants of the global market 
formation. Therefore, development of technology 
encourages the integration of markets (Obradovic, 
2015). The statistical information allows analysing the 
current situation with the financial results of Ukrainian 
companies (Fig. 1).
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Fig. 1. Dynamics of profitable and unprofitable enterprises  
in Ukraine, %

Source: built by the author based on (State Statistics Service of  
Ukraine, 2016)

From 2008 to 2012 there was a tendency of the growth 
of the share of unprofitable enterprises in the economy. 
The maximum value of this indicator amounted to 44.7% 
in 2012. In general, the number of companies with a 
negative financial result remained stable – about 33%. 
At the end of 2015 and 2016 may judge the downward 
trend in the loss ratio in the Ukrainian economy. In 
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particular, the share of unprofitable enterprises was 
minimal in 2015 – 26.3%.

Representation of the Ukrainian companies will 
display more accurate the value of the financial result 
from operating activities (Fig. 2).

The figure shows the depth of the crisis in the 
economy. Despite the minimal share of unprofitable 
enterprises for the entire period of the study (26.3%), 
in 2015 their financial performance (815.4 billion UAH 
of loss) resulted in a negative value of the indicator 
for the entire economy of Ukraine: -340.1 billion 
UAH. Losses of companies in 2014 were even greater:  
-523.6 billion UAH for all subjects. For loss-making 
enterprises (33.7%), there is 858.1 billion UAH of loss.
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Fig. 2. Dynamics of financial results of enterprises in Ukraine, 
billion UAH

Source: built by the authors based on (State Statistics Service of Ukraine, 
2016)

For economic activity situation is mixed. The smallest 
share of unprofitable enterprises in Ukraine in 2016 
was observed in agriculture – 12.4% of total amount 
of enterprises in the industry. However, this situation 
is explained by preferential tax treatment (single tax, in 
which an object enters the land for agricultural purposes 
and the availability of tax relief VAT). However, the 
financial result of unprofitable agricultural enterprises 
has led to a negative result overall industry: -214 million 
UAH in 2016.

The most profitable sectors of the economy Ukraine in 
2016 were a branch of financial and insurance activities 
(40.9 billion UAH) and professional, scientific and 
technical activities (32.1 billion UAH respectively). 
Financial stabilization indicates overcome the peak of 
the financial crisis and lay the foundations for further 
growth. But there are still a great number of unprofitable 
and insolvent companies – about 32%.

4.2. Financial and economic characteristics of the 
development of enterprises

Data on the financial results of the companies may be 
incorrect due to the high shadowing of the economy. 
There is an increase of the illegal black market and the 

redistribution of the real economy. Periodically revealed 
violations in the field of nature and the extraction of 
valuable minerals (Kaszuba, 2015). In fact, the outflow 
of funds in the informal sector occurs in any of the 
sectors of the economy. At the same time, the revenue 
part of the budget is suffering because of the informal 
sector enterprises activity is hidden from the state and 
does not simulate the development of the economy 
(Osadcha, 2016).

A great number of companies do not even put profit as 
a primary objective. Often, the finished products are sold 
through a well-developed network of intermediaries, 
which leads to leaching of capital to offshore zones. 
A number of companies created for the control of 
resources and markets. This ensures the preservation of 
monopoly position in the industry.

In the field of agriculture, which used the indirect 
support of the state in the field of tax regulation for a 
long time, subjects did not carry out a revaluation of 
assets. This leads to a distortion of data on income and 
the number of profitable enterprises. However, the 
situation may change due to the increased tax burden 
on agricultural producers.

A strong influence on the development of business 
in Ukraine has professional management, as well as 
willingness for innovations. The tendency to diversify 
production and to attract financial resources, the 
application of current approaches to the business 
organization, as well as the presence of a sound financial 
strategy for specific enterprises ensure the effectiveness 
of the overall economy.

Giving a description of the business, we should 
take into account the objective realities of economic 
development. This is a condition, which is objectively 
facing any enterprise. Consider the impact of inflation 
on the performance of enterprises (Fig. 3).

 

 

3,9 
3,3 

4 

5,9 
5 
3,9 

-4,1 

1 

7,7 

y = 917,9x3 - 3302,5x2 + 3909,8x - 1520,9 

-6 

-4 

-2 

0 

2 

4 

6 

8 

10 

0,9 1 1,1 1,2 1,3 1,4 1,5 

Fig. 3. Dependence of the profitability of operational activity 
on inflation

Source: built by the authors based on (State Statistics Service of Ukraine, 
2016; Solyanik, 2013)

It can be noted that the increase in inflation leads to 
lower profitability. However, in the short term, there 
is an increase in profitability by increasing the value of 
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the finished product (Solyanik, 2013). Note that sell 
products at a price that reflects the reality are not always 
obtained. In addition, companies face an increase in raw 
material costs and materials. Only the professionalism 
of managers will depend on the timeliness and adequacy 
of the increase in the price of finished products.

Study of dynamics of industrial products production 
in Ukraine (Fig. 4) gives an indication of the volatility 
of this indicator. The wave nature of the production 
volume is often explained by the volatile external 
markets. A logical extension of the recession of 2011–
2013 has become a deep crisis and the decline in 
industrial production in 2014 and 2015 when the index 
of industrial production amounted to only 87%. In 
2016, the figure for the first time from 2011 exceeded 
100% (102.1%). However, the increase in production is 
connected with the low base of comparison primarily.

Among the salient trends of enterprises in Ukraine, 
we should mention the tendency of falling net profit 
enterprises to reduce product sales index while capital 
growth (Table 1). For example, such a situation is 
observed in 2012, 2013, and 2014 respectively. This 
indicates poor quality of management because the 
increase in cash flows from revenues did not cause the 
accumulation of profit. Instead, the funds allocated to 
the increment of the capital of the company.
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As a result, the capital structure is unsatisfactory. 
Enterprises overcharged interest on loans or have 
significant increases or penalties payable. This situation 

makes the achievement of innovative development and 
responsible coping strategies in the industry almost 
impossible.

Such trends are due to technological backwardness 
industrial complex of Ukraine in comparison with 
developed countries of Europe and the world. 
Also inadequate is the technology, the structure of 
production, and the quality of the resulting product. For 
example, in the metallurgical sector in total output, the 
share of continuous casting of steel was 53.5% in 2011. 
Instead of developed countries on this parameter is 
much higher – 93% (Solyanik, 2013). 

The complexity of managing and adverse financial 
and economic environment cause pressure on the 
solvency of companies. For companies, it becomes 
more difficult to fulfil the obligations in time, while 
gradually increasing the amount of accounts receivable 
and current liabilities (Fig. 5). By the way, in terms 
of inflation and a significant number of bankrupt 
enterprises counterparty significant portion of accounts 
receivable becomes irredeemable.
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Source: built by the authors based on (State Statistics Service of 
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In 2014 and 2015, there was an excess of receivables 
over payables enterprises of Ukraine to 124,3 billion 
UAH and 320,9 billion UAH respectively. Companies 
were experiencing solvency problems due to unreliable 
customers and clients. Performing current liabilities 
becomes difficult because companies reduced liquidity 
due to the high receivables.

The means determined by the cognitive hierarchical 
model of destructive factors of influence on the financial 
security of enterprises (Fig. 6) outlines the degree 
of action of factors of varied nature. Levels are from 

Table 1
Dynamics of indices of profits, sales, and capital of enterprises in Ukraine in 2011-2015

Indexes 2011 2012 2013 2014 2015
Index of net profit 396,4 63,7 -65,0 |2588,0| |63,3|
Index of sales of products 118,6 105,3 96,4 103,0 123,7
Index of capital of enterprises 114,7 116,8 98,6 112,2 111,3

Source: built by the authors based on (State Statistics Service of Ukraine, 2016)
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the most significant (level 1) to the least influential 
(level 4). As a result, it was discovered that the lack of 
financial resources for enterprises has the most adverse 
effects.

Profits become the basis for further development, 
forming reserves and own financial resources of the 
enterprise. In this case, the shortage of own resources, 
along with the complexity of attracting additional 
sources of funding, lead to further aggravation of the 
financial crisis in the enterprise.

5. Discussion
At this stage of development, business sector of 

Ukraine is in a difficult position. The economy is 
characterized by a large share of unprofitable enterprises 
(Fig. 1), large losses (Fig. 2), and the low efficiency (Fig. 
3). Companies of all sectors, sizes, and ownership are 
forced to operate under a redistribution of markets, 
the rapid devaluation of the national currency, and 
the growth of non-payment. During the military 
aggression and falling real incomes of the population, 
the government has other priorities, hence the collapse 
of government support programs.

The study (Table 1) shows the inefficiency of the 
distribution of received cash proceeds by enterprises. 
It is explained by a large amount of borrowed funds, 
high cost and large size of the tax burden. As a result, 
companies are not able to invest in the development of 
its own advanced technologies and have to resort to a 
“survival” strategy.

However, the existing capacity and potentially 
capacious internal market provide a hope for restoring 
profitable activity. Economy’s restore performance 
conditions fixed assets through investment or aimed 
state support. At the same time, businesses need to 
diversify markets and to ensure the competitiveness and 
quality of the finished product.

6. Conclusion
A significant number of loss-making enterprises and a 

negative financial result are the problems of the national 
economy. Business is rapidly trying to adapt to the new 
realities of management, as well as actively seeking new 
markets for finished products. In such circumstances, 
to the forefront of management’s ability to timely find 
and identify possible threats in a constantly changing 
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environment. Research has shown that successful and 
profitable will be the company that takes into account 
in its work ongoing reform processes, inflation, and the 
changing role of the state.

The study demonstrated that to ensure the solvency, 
it is necessary to prevent the increase in accounts 
receivable and cooperate only with reputable 
customers and buyers. Indexing on the inflation 
the debt level of protection against the depreciation 
of assets that are invested in products delivered or 
services rendered.

Further research should be focused on the creation 
of a system of crisis management and risk management. 

Such enterprise management segments are designed to 
provide financial security for the activities, the formation 
of positive financial results, and timely neutralization of 
threats of any type.
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