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SUMMARY

Research on company restructuring mech-
anisms is of strategic significance for inno-
vation and investment development. Re-
search has improved: scholarly and meth-
odological approaches to the formation
of enterprise restructuring mechanisms
reflect modern innovation and investment
development in Ukraine’s economy. The
key elements of restructuring include:
types, strategies, methods, tools and levers.
As among the various organizational and
financial methods of company restructur-
ing, corporate structuring is of outstand-
ing significance, this research focuses on
this particular method. It has also been
revealed that the top 5 companies with the
highest innovation indices described in
this paper work in the logistics, engineer-
ing, pharmaceuticals and energy sectors.
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INTRODUCTION

The need to increase the efficiency of re-
structuring measures at the national busi-
ness entities, in particular in the context
of innovation and investment develop-
ment of Ukrainian companies, necessi-
tates studying the application of the most
recent restructuring forms of company
management in terms of the post-crisis
operation of Ukrainian economic system.

The purpose of this research is to
systematize the existing approaches to
restructuring, and to develop methods,
tools, mechanisms for the restructur-
ing of state-owned companies in order
to boost innovation and investment; to
prove the effectiveness of the corporate
structuring method as a restructuring
form in the management system of na-
tional companies (in particular, in the
context of innovation and investment de-
velopment); and to substantiating the au-
thor’s expectations regarding the direc-
tions of improving companies’ efficiency
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on the basis of restructuring under mod-
ern economic conditions.

Novelty in the research. This research
has improved:

— the scholarly and methodological
approaches to the mechanism of enter-
prise restructuring, in order to reflect
the modern conditions of innovation
and investment development in Uka-
rine’s economy in comparison to the pre-
vailing approaches and the key elements
of restructuring implementation, which
include types, strategies, methods, tools
and levers.

—As among the various organizational
and financial methods of company re-
structuring, corporate structuring is of
outstanding significance, this research
focuses on this particular method.

COMPANY RESTRUCTURING MECHANISMS

Based on the definition of the term “re-
structuring” provided in this research, its
key element is a particular mechanism
(see Figure 1). In this context, one of the
main elements of such a mechanism is
strategic and operative restructuring. Itis
necessary to point out that development
in the world economy, including Ukraine,
should be oriented towards the strategic
restructuring of national enterprises and
companies. Operational restructuring
can be part of a general strategy for the
development of companies and their as-
sociations, because it should focus on the
needs and commercial interests of the
relevant corporate structure.

While making decisions on the use of
strategic and operative restructuring, top
managers and owners of economic enti-
ties must understand their advantages and
disadvantages. The advantages of strategic
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restructuring include the following: influ-
ence on all spheres of company operation
without any exceptions; the formation of
new, more efficient organizational, man-
agement and production structures for
business entities; long-term competitive
advantages; synergy from implementa-
tion. At the same time, strategic restruc-
turing has some disadvantages, in particu-
lar: the conditions of implementation;
complexity; the cost of implementation;
considerable demand for specialised staff,
mainly top managers — often the attrac-
tion of external specialists. The benefits
of operative restructuring are as follows:
fast implementation; relative simplicity;
targeted influence by developed restruc-
turing measures; a relatively low cost. The
negative sides of operative restructuring
are: the possibility to get negative conse-
quences due to incoherence of employ-
ees’ actions; relatively weak influence of
restructuring measures on the company
as the whole; the complexity in priorities
determination while restructuring imple-
mentation because of a considerable rate
of deficit in financial resources.

The method of corporate structuring
should be classified among the organiza-
tional methods of restructuring. Thus, in
her research on the method of corporate
structuring as a form of restructuring the
business processes of integrated and oth-
er companies, Yu. Mordvytska proves that
highly competitive national corporations,
and their subdivisions, own enormous re-
sources that can be channelled into in-
novation and investment development to
improve the national economy (Mordvyt-
ska, 2016a; 2016b). The maximum poten-
tial of such a method of restructuring for
the companies during all stages of their
life cycles has also been identified.
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One cannot ignore the effectiveness of
financial methods in the context of restruc-
turing, such as the optimization of pricing
and taxation. Yu. Mordvytska in her stud-
ies on the effectiveness of transfer pricing
in companies (Mordvytska, 2016) clearly
shows the relevant arguments and calcu-
lates the economic effect of the implemen-
tation of such restructuring measures.

In the context of the restructuring
mechanism, special focus needs to be
placed on the characterization of the
company in terms of innovation and in-
vestment development of the country’s
economy, and on the appropriate re-
structuring strategies. The strategies of

innovation implementation are the most
important and should be adapted to the
economic entities in all stages of their life
cycles. The key strategies are:

— the modernization of production;

— innovative technology implementa-
tion;

— the development of new types of
goods and services.

The group of strategies provided in
the study allows in-depth restructuring
at the company by choosing one of the
ways that need more changes in order to
achieve the overall objective and the set
of goals during a certain stage of the com-
pany’s life cycle.

Figure 1: Mechanism of company restructuring in terms of innovation and investment

development of the country’s economy

MECHANISM OF COMPANY'S RESTRUCTURING

->| Types | | Methods
— Operational Financial: Organizational:
— Strategic — method ?f clearing the . — methods of reorganizing assets;
- company's balance sheet"; —methods of integration, merger;
—method of restructuring of —method of corporate structuring;
financial flows; — methods of restructuring of
—methods of optimization of business processes;
pricing; — writing off of the items of fixed
— methods of financial assets which are not used.
improvement;
—set of methods for the company's
financial improvement.
->| Tools | —>| Strategies | | Levers |<—

— Merger, integration;

— Adjustment of assets
and liabilities of the
balance sheet;

— Change in the format

— Innovation implementation stra-
tegies (modernization of produc-
tion, introduction of innovation
technology, development of new
typs of products and services);

— Increase in profit;

— Increase in the company value;

— Optimization of taxation;

— Reduction of terms of working
cycls;

of the organization of
production, person-
nel encouragement
systems;

— Others.

— Diversification strtategies;

— Development strategies;

— Strategies for entering new
markets

— Competitive advantages;
— Increase in the company's innova-
tion and investment potential.

Source: Edited by the author
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The characteristics of company re-
structuring mechanisms in terms of in-
novation and investment development
of the country’s economy and the tools
that economic entities can use for their
restructuring need to be studied (see Fig-
ure 1). The number and establishment of
the appropriate set of tools restructuring
depend on several factors, namely:

— the current phase of the company’s
life cycle;

— use of the appropriate type (sub-
type), strategy (set of strategies), method
(set of methods) of restructuring;

— the specific nature of financial and
operational activities;

— the peculiarities of influencing ex-
ternal and internal environment factors;

— the quality of the operation of state
and municipal authorities in innova-
tion and investment development in the
country’s economy.

In order to emphasize the priority of
corporate structuring methods in compa-
ny restructuring, primary attention needs
to be paid such tools as takeover and in-
tegration.

During the discussion of the levers
that can be used in company restructur-
ing and the separation of structuring
methods as priority for the business en-
tities in terms of the transformation of
the Ukrainian economic system, the em-
phasis is placed on the development and
maintenance of competitive advantages
and on the increase of innovation and in-
vestment potential of the company. The
competitive advantages and the devel-
opment and implementation of innova-
tion based on the optimization of their
investment support provide the company
with the opportunity to implement effec-
tive restructuring regardless of both the
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particular life cycle stage it is undergoing
and the influence of external and inter-
nal factors.

In general, the positive effects of re-
structuring are aimed at improving the
key operating and financial performance
of companies; financial improvement; im-
provement of the level of attractiveness for
investors, expanding its external financ-
ing, opportunity to develop and imple-
ment innovative technologies, solutions,
know-how in operational activities, etc.

A forecast and the optimization of the
growth rates in the capital investments
channelled into restructuring and in the
volumes of financing innovation in the
economy should be performed by find-
ing the ideal method of increasing the
volume of capital investments in restruc-
turing that leads to an increase in compa-
nies’ investments in innovation.

Regarding the trends related to both
capital investment in company restruc-
turing and business entities’ expendi-
ture on innovation, the significance of
Spearman’s rank correlation coefficient
is recommended for the two trends sin-
gled out in this research. It is necessary to
calculate the critical point 1 to check the
zero hypothesis about the equality of the
general coefficient of rank correlation at
the level of significance a to zero.

As the coefficient shows a significant
correlation of 0.88, it can be argued that
there is a close correlation between in-
vestments and innovation. It should be
noted that in order to find the ideal point
of the ratio of investments in the restruc-
turing and innovation of companies, it is
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necessary to identify the optimal condi-
tions of the equations:

X,-2X, = 100000

X, +5X, = 500000

where X, — companies’ capital invest-
ments; X, — innovation.

The original problem turns into a
maximization problem:

L1 =—x1 + 2x2-5 = max

L2 =x1 + 5x2 + 5 = max

x1-2x2<247894,

x1 >0,

x2 >0,

In order to build the feasible region, the
relevant values x1, x2 are found from the
system of linear equations: X, = 214,285.8
ths. UAH. X, = 57,142.8 ths. UAH.

A large part of investments in the cat-
egory “Vehicles and equipment”is due to the
growing number of logistics companies in
Ukraine due to the active creation of the
national market of logistics services and,
in this context, the need for the mod-
ernization of terminals and other vehicles,
including the warehouse and trade infra-
structure used by the relevant companies

and enterprises in the process of their eco-
nomic activity. Figure 2 shows the results
of an analysis of the dynamics of capital in-
vestments by types of assets for 2010-2017.

The results of the statistical analysis
indicate that based on the fact that most
of the investments are made at the ex-
pense of companies’ and organisations’
own funds (most of which are part of the
corporate structures of integration), it
can be concluded that the directions and
magnitude of the investment injection
are currently being set by the owners of
international corporations, with Ukraini-
an companies included as their part. The
obtained data also suggests that innova-
tion is financed mainly at the expense of
companies’ own funds. In general, the
share of companies engaged in innova-
tion in the period between 2013-2017
is rather small — ranging between 16.1%
measured in 2015 (the minimum value)
and 17.3-17.7% (measured in 2013 and
2017, respectively), which indicates the
need to encourage innovation in nation-
al companies owned by the state.

Figure 2: Growth rates in capital investments in company restructuring assels types between
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Source: The author’s calculations based on data from the State Statistics Service of Ukraine, 2018
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According to the results of the survey
of the Forbes expert pool, in the ranking
of innovative Ukrainian companies, with
respondents from the Kyiv-Mohyla Busi-
ness School, the SP Advisors investment
company, the IBI-Rating ranking agency,
the Integrites law firm, and KPMG as a
representative of the ‘big four’, accord-
ing to the level of uniqueness of products
and business processes of companies, the
most comprehensive complex assessment
of the scale of product, marketing and
managerial innovation taking into ac-
count the level of competitive advantage
was received by PrivatBank, Yuzhmash,
Nova Poshta (Forbes Ukraine, 2016).

INDICES OF INNOVATION DEVELOPMENT
IN URRAINIAN COMPANIES

Forbes analysed the indicators of innova-
tion development at the leading Ukrain-
ian companies which actively implement-
ed and funded innovation according to
the ranking list provided by the publica-
tion. The sample of these indicators in-
cluded: the costs of innovation activities

(I_in_ a); the costs of creating an innova-
tive product (I_ in_ pr); R&D expenses
(I g p); the investment costs of innova-
tion financing (I _ fin _in); and the costs
associated with professional develop-
ment and training of workers (Itrain, In-
novation development of the enterprise,
2016). This also applies to the identifica-
tion of types and directions of the innova-
tion development of national companies,
which are also determined according to
the needs of integrated companies in vir-
tually all branches of the economy (see
Figure 3).

In order to improve the reliability of
the findings obtained from the analysis
of innovation development in leading
Ukrainian companies, weighted average
values were used in the calculation of the
index of innovation development, tak-
ing into account the weighting factors
for each indicator. The expert estimation
method is used to calculate the index of
innovation development — formula 5 (see
Figure 4), where n, are indices of signifi-
cance for the following factors of the in-
novation development index (calculated

Figure 3: Distribution of innovation financing resources, 2012—-2017
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Source: The author’s calculations based on data from the State Statistics Service of Ukraine, 2018
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Figure 4

I_in_a-nl+I_in_pr-n2+IRg.p -n3+I1_fin_in-n4+ Itrain- nb

I_in_dev=

nl+ n2+ n3+ n4 + nd

using the expert estimation method): n,
(expenditures directed to the innovation
activity) = 0.25; n, (expenditures used to
create an innovative product) = 0.18; n,
(R&D expenditures) = 0.15; n, (invest-
ment expenditures on financing inno-
vative activity) = 0.25; n, (expenditures
related to the employee’s professional
development and training) = 0.17 (in-
novation development of the enterprise,
2016).

Discussion. The indices of innovation
development at Ukrainian companies
and their associated businesses confirm
the type of capital investments already in-
troduced in the current research — logis-
tic and agrarian companies. It seems that
the companies that are parts of clusters
of companies with the highest rate of in-
novation development belong to the cor-
responding corporate entities — groups
that have a broad range of opportunities
for innovation and that are able to accu-
mulate a significant investment capital
based on the consolidation of all types of
corporate resources. This confirms the
effectiveness of the new form of company
restructuring — corporatization, which
has the highest potential in the period of
improving the national economy, and in
particular in the innovation and invest-
ment context.

CONCLUSIONS

The results of the study have identified
that under the modern conditions of in-

novation and investment development in
the Ukrainian economy, the key element
is increase in the efficiency of restructur-
ing both on macro-economic and on mi-
cro-economic levels, including the privat-
ization of companies in government and
municipal ownership. Based on a critical
study of the papers of Ukrainian and for-
eign scholars, this study has identified
the essence of the term “restructuring”.
It has also provided characteristic fea-
tures of the overall objective and a set of
goals within the restructuring of business
entities, which undergo different stag-
es during their life cycles (generation,
growth, stability and decline). A com-
pany restructuring mechanism has been
developed separately under the modern
conditions of innovation and investment
development in the country’s economy.
In addition, this research has also identi-
fied the characteristics of its components:
the corporate restructuring method; the
strategies of introducing innovation and
diversification; the restructuring tools of
takeover and integration; the levers of re-
structuring that are connected with the
creation of competitive advantages and
the increase of innovation and invest-
ment potentials for the company.

The study has also revealed that the
directions of innovation and investment
development in the national economy
focus on the needs and interests of the
owners of large international corporate
entities — holdings and groups that di-
rect the largest amount of investment
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inflows into the activities of Ukrainian
companies, in particular, into innova-
tion development. It is proven that the
results of the evaluation of the level of
innovation development in companies
by the indexation method enable us to
predict trends in company innovation
development. The sectors of the nation-
al economy that actively implement in-
novation and invest in innovation devel-
opment are finance, logistics, pharma-
ceuticals, mechanical engineering and
the new Ukrainian market — e-commerce.
The companies of these industries have
the highest indicators of innovation de-
velopment and, accordingly, the pros-
pects of development in the relevant
markets in the years to come.

Further studies should focus on dis-
closing the problems of Ukrainian com-
pany restructuring, especially on the in-
tegration of the Ukrainian economy into
the common European Economic Area.
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