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Financial stability is a vital indicator that not only reflects the current financial health of an
organization but also acts as a key tool for forecasting its future growth prospects and long-term
viability. This indicator plays an essential role in evaluating the efficiency of an enterprise’s
financial and economic activities and guides management in making informed decisions. The
process of economic and statistical analysis of financial stability must be structured in such a way
that it provides an unbiased and objective assessment of the organization’s future development
potential, enabling corrective measures to strengthen its financial stability, adjust its level, and
assess the risks involved in investing and lending. This article thoroughly explores and summarizes
the various methods and approaches used during the economic and statistical analysis of the
financial stability of business entities. It presents the sequence of analyzing key financial stability
indicators, reveals their interconnections, and evaluates the overall effectiveness of the economic
and statistical analysis process. The methodology applied to this analysis is deeply rooted in
the methods of financial analysis, with particular emphasis on understanding and evaluating
the capital structure of the organization. The qualitative aspect of the analysis is crucial as it
helps determine the probable nature of financial changes, allowing for the assessment of whether
correlational methods should be employed. Moreover, it reveals the causal relationships between
different variables, distinguishes between endogenous and exogenous factors, and identifies
dependencies, which are presented in the form of various types of graphical models or curves.
The concept of financial sustainability is complex and multifaceted, and its accurate assessment
requires a deep understanding of the entire process of extended reproduction and its related
interactions. The study of capital structure is key to understanding changes in equity capital and
identifying potential ways to replenish it, which has a direct impact on the overall financial and
economic effectiveness of the enterprise.

Key words: financial stability, financial health, data analysis, factor analysis, equity capital,
debt capital.

Jlo6ooa O. M. Ilpouec nobyoosu exonomiko-cmamucmuuynoi mooeni O0nsa auanizy
dinancoeoi cmabdinonocmi nionpuemcmea

Dinancosa cmabiibHICb € BANCTUBUM NOKAZHUKOM, WO XapaKmepusye He auuie nomouHuil
Qinancosuli cman opeanizayii, ane il € 0CHO80I0 OISl NPOSHO3YEANHS IT PO36UMKY MA 30AMHOCT
0o niompumku cmabineHocmi 6 matioymuvomy. Lle kirouosa o3naka egekmuernocmi QiHanco-
60-20CN00APCHLKOL OISLIbHOCI Ma NPUTIHAMMSL YAPABIIHCoKUX piuiens. Ilpoyec exonomiko-cma-
MUCMUYHO20 aHali3) QIHAHCO60T cmabitbHOCmi NIONPUEMCBA MA€E OYMU OP2aHI308AHUTI MAK,
w06 3a6e3neuumu 00’ €KMUGHY OYIHKY MAUOYMHIX NEPCHEeKMUE PO36UMKY Opeani3ayii, a makoic
00360IUMU  CBOEYACHO BICUMU 3aX00I8 OJisl 3MIYHEHHS (QIHAHCOB0I cmabintbHOCmi, Kopuey-
eamu it pieens i OYIHIOBAMU PUUKU, NO8 A3AHI 3 THBECIMUYISIMU MA KPEOUNYBAHHIM NIONPUEM-
cmea. Y cmammi HA8OOUMbCSL AHANI3 OCHOBHUX MemOoOi8 | nioxodis, Wo BUKOPUCTOBYIOMbCS
npu eKOHOMIKO-CMAMUCIMUYHOMY AHANI3T PIHAHCO80I cMAabiibHOCMI eKOHOMIYHUX CYO €Kmi6.
Jloknaono onucano nocnidosHicms ananizy NOKA3HUKIE (IHAHCO60I cmabinbHOCMi, pO3KpUMo
ix 63a€M038’A3KU, @ MAKONC OYIHEHO eQEeKMUBHICMb 3ACMOCYE8AHHS eKOHOMIKO-CINAMUCmuy-
HUX Memoois. Memooonoeis ananisy IpyHmMyemvbcsa Ha Memooax iHAHCO8020 aHANI3Y, 30KpeMa
HA BUBYEHHI CMPYKMYPU KANimany RIONPUEMCIGA, KA € 8AdNCIUBOI0 CKIAA08010 (PiHaHCO8OT
cmabinvrocmi. AKicHutl ananiz 0036015€ OYiHUMU UMOBIDHI 3MIHU Y (DIHAHCOBUX NOKAZHUKAX
ma GUBHAYUMU OOYIIbHICMb GUKOPUCTNAHHSL KOPEAYIUHUX MemOoOi8 O OYIHKU 36 SI3KI8 MIJIC
Humu. Takodwc axrcaugum emanom € GUAGNEHHA NPUUUHHO-HACTIOKOBUX 36 A3KI6, PO3MEHCYEAHHS
EHOO2CHHUX MA eK302eHHUX (PAKMOpie, GUEUEHHS 3ANIeHCHOCMEN MIJIC PI3HUMU NAPAMEMPAMU
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ma npeocmasiients yux 3aiexcHocmetl y euenaoi epaghiunux mooenetl yu kpusux. Oyinka Qinan-
€080I cmabinbHOCMi NIONPUEMCMEBA € CKIAOHUM NPOYECOM, OCKIIbKU BOHA BUMARAE 2NTUOOKO20
DO3YMIHHS 83AEMO38 SI3KI8 Y NPOYeci po3uupero2o 6iomeoperHs. Memodonoeis ekoHoMiKo-cma-
MUCIUYHO20 AHANI3Y (DIHAHCOB80I CMADIILHOCI OXONNIOE CUCMEM) NOKAZHUKIG, SIKi MOXCHA
OYiHIO8amMU AK 3G KINbKICHUMU, MAK I 30 AKICHUMU Xapakmepucmukamu. Bueuenus cmpyxmypu
Kanimauy makodic 6KA0UAE AHAI3 3MIH Y 61ACHUX 0Jicepenax IHAHCYBANHA MA NOULYK MOICTU-
BUX WIIAXIG iIX NONOGHEHMHS, WO BNIUBAE HA 3A2ANbHY eeKmUGHICMb QiHAHCO80-20CN00aPCHKOT
OisLbHOCME NIONPUEMCMEA.

Knrwwuoei cnosa: ¢inancosa cmabinoricms, iHancosuti cmam, ananiz 0anux, akmopHuil
auaniz, cmamymuuii kanimai, 6op2osuil Kanima.

Problem solving. The evaluation of financial and credit stability stands as a cru-
cial measure of an organization’s financial health, holding significant value within a
market-driven economy. Both external and internal users of financial statements find it
essential to assess currency stability, forecast the company’s future growth, and adjust
management strategies based on identified financial risks. The primary objective of ana-
lyzing the financial stability of a business entity is to establish favorable conditions
for achieving long-term strategic goals, with profitability being just one of several key
considerations. The significance of this research is indisputable, as financial stability
metrics are vital across all sectors, influencing the organization’s financial standing and
its competitive edge. The concept of financial stability encompasses a broad overview
of an organization’s financial condition, and the insights gained from its analysis are
valuable to both internal stakeholders and external parties. The methodology behind this
analysis is closely linked to financial condition evaluation techniques, with particular
emphasis on understanding the company’s capital structure.

Analysis of recent research and publications. The process of analyzing finan-
cial stability is presented in a structured manner, ensuring a low probability of making
overly optimistic predictions regarding the organization’s future development and the
necessary approaches for achieving financial objectives. The analysis also addresses the
correction of stability levels and the assessment of risks associated with investments and
lending to businesses [1, pp. 24-32].

The mathematical model employed in this analysis provides a sophisticated theo-
retical and economic framework essential for the organization’s survival. This model
helps to understand the emotional dynamics of changes in financial phenomena, ena-
bling the application of correlation methods [2, pp. 56-61]. Furthermore, the analysis
uncovers the probabilities of various events, identifies causal relationships, and distin-
guishes between endogenous and exogenous factors, as well as highlighting phenom-
ena with varying parameters, which are then represented graphically in multiple types
of curves [3].

The complexity of this process may arise during the final stages of economic and
mathematical modeling, particularly when there is a lack of multiple estimates of dif-
ferent economic phenomena. Initially, exogenous factors are identified, which can be
theoretically explained through further study of the phenomena [4, pp. 56-61]. Subse-
quently, based on specialized research (such as correlation and elasticity coefficients),
these exogenous factors can be incorporated into models with specific indicators. Each
analysis is conducted individually, following the same procedures, but is not tied to
multiple analyses. The choice of correlation models focuses on improving the accuracy
of the analysis, identifying the various reasons for studying the phenomena, and pin-
pointing the key factors that influence them [5, pp. 64-68].

Purpose of the article. The assessment of financial sustainability is a multifaceted
concept that requires a comprehensive understanding and thorough analysis of the entire




| TaBpiticeknit HaykoBHH BicHHK Ne 1

94|

cycle of expanded reproduction. This process cannot be accurately evaluated without
considering the intricate interactions and dynamics that shape the financial health of an
organization over time. Financial sustainability is not merely a snapshot of an organi-
zation’s current position, but a continuous evaluation that involves assessing long-term
stability, resilience, and the ability to maintain operations and growth amidst changing
economic conditions.

Presentation of the main material of the study. The development of models incor-
porating a large number of variables involves several critical stages:

1. Identification of key causes or external factors that influence the outcome.

2. Establishing the specific relationships between various products and their out-
comes from the selected external factors, while considering the impact of additional
variables.

3. Constructing a multiple regression model that accounts for the influence of all
relevant external factors.

4. Developing an algorithm for selecting the parameters that will be included in the
multiple regression model.

5. Evaluating the significance of the multiple regression model by utilizing addi-
tional determination coefficients and other statistical indicators.

Additionally, it is important to assess how residents respond to changes in external
factors and examine the role of officials in relation to local elasticity factors.

The process of economic modeling begins with identifying and selecting the relevant
factors and external elements that will be incorporated into the model. Accounting for
all potential factors and exploring every possible relationship can complicate the model
and reduce its applicability to real-world economic development. A key challenge lies
in finding the right balance between model simplicity and the accuracy of the results.
During the modeling process, it is essential to highlight the most significant variables,
downplay less critical ones, and focus on those that directly influence the situation at
hand. This approach can simplify the model, leading to a more accurate representation
of the actual economic process. Achieving the desired level of accuracy often requires
testing multiple variations of the model before identifying the most effective solution.

When examining the methods of economic and statistical analysis of financial stabil-
ity presented in economic literature, several distinct approaches can be identified: tradi-
tional, resource-based, stochastic analysis, approaches grounded in fuzzy set theory, as
well as methods and models rooted in other principles.

The traditional approach focuses on the identification of both absolute and relative
indicators that represent the structure of financing sources and assets, their interrela-
tionships, and their evaluation in terms of optimal funding for assets through appro-
priate sources. Key factors such as liquidity, solvency, business activity, and the effec-
tiveness of various operational spheres are crucial in maintaining monetary stability.
The primary strength of this method is its ability to offer a holistic view of financial
stability, making it one of the most objective approaches that accounts for multiple
influencing factors.

The resource-based approach, as its name suggests, places emphasis on the resources
utilized by an economic entity, including their quantity, structure, and utilization. This
approach assesses these characteristics based on their intensity or level of develop-
ment. The evaluation can consider both intensity and volume, or a combination of
intensive-extensive and comprehensive-intensive measures. Intensive business growth
is closely associated with absolute financial stability. However, a limitation of this
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resource-focused method is its lack of attention to the efficiency of resource manage-
ment. As a result, within a market economy, this approach has evolved into a resource
management approach. The resource management perspective posits that financial sta-
bility can only be achieved if management costs are productive and do not surpass the
rate of resource growth. This comparison is made by evaluating the ratio of administra-
tive costs to resources, adjusted for the volume of production or sales.

Stochastic analysis is applied when there is no direct correlation between the var-
iables being analyzed, and its use is essential for evaluating indirect relationships.
Financial stability is influenced by a multitude of factors, many of which elude precise
mathematical modeling and thus require statistical analysis for accurate assessment.
One of the key advantages of such models is their ability to forecast future financial
stability, rather than merely assessing its present state. This approach demands signifi-
cant resources and is most effective when employed regularly, as it relies on the unique
characteristics of the organization under analysis. The approach based on fuzzy set the-
ory involves establishing imprecise boundaries for each financial indicator. These fuzzy
boundaries are used to differentiate between various financial states, such as absolute
stability, normalcy, instability, crisis, and extreme crisis situations. By employing this
method, quantitative estimates of calculated indicators and their subsets are derived,
enabling a more nuanced evaluation of financial stability.

Table 1 provides a comparison of various methodologies for economic and statistical
analysis of financial stability. Each approach presents its own strengths and weaknesses.
The selection of a specific method hinges on factors such as the expertise of analysts,
the volume of available data, the analysis’s objectives, the time frame for its completion,
and the existence of comparative benchmarks. In contemporary market economies, it is
common to employ a combination of different analytical approaches. The integration of
the traditional approach with stochastic analysis is often regarded as especially effec-
tive, as it allows for a synthesis of historical analysis with future projections. In eval-
uating financial stability, various financial analysis techniques are commonly utilized,
employing a range of indicators derived from financial statements and their correspond-
ing calculations:

» Horizontal analysis: This method involves calculating and evaluating changes
in financial indicators over time, comparing the current period with previous years as
reflected in the annual financial statements.

* Vertical analysis: This approach focuses on determining the percentage contribu-
tion of individual indicators or groups of indicators to the total amount, offering insights
into their relative importance.

* Trend analysis: Used to identify the prevailing direction of changes in a particular
indicator by calculating growth rates or profits across several reporting periods. This
method helps in understanding the trajectory of the organization’s. financial condition.

* Ratio analysis involves calculating the relationships between different financial
indicators. Numerous indicators are recommended in financial analysis to examine
various facets of an organization’s financial performance.

» Comparative analysis focuses on evaluating a company’s financial position by
comparing it with similar enterprises in terms of industry type or other relevant char-
acteristics. This comparison provides insights into the company’s competitiveness and
growth potential based on real external factors.

* Factor analysis aims to identify and quantify the influence of specific factors on the
changes in the financial indicators being studied.
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Table 1
Comparison of different approaches to economic and statistical analysis
of the financial stability of a commercial organization

Advantages | Disadvantages
Traditional Approach
Offers a holistic view of the financial It is highly resource-intensive.
health of an organization. Some financial ratios are either too similar to
This is the most commonly utilized each other or are inversely related.
method for determining financial stability. | Methodologies involve varied sources of
information.

The importance of each ratio is contingent
on the expertise of the analysts.

There is often uncertainty in how the rating
evaluations are interpreted.

Resource-Management Approach

Focuses on organizations with vertically It heavily relies on the economic
integrated structures. development model being used.
The approach is relatively low in terms of |1t fails to account for factors such as
resource demands. production seasonality and other external
variables.

Stochastic Analysis Approach
Appropriate for organizations with |Dependent on the economic development
integrated operations. model in use.
Involves lower resource expenditure. It overlooks seasonality in production or

Considers how well resources are managed | other influencing factors.
and utilized.

Fuzzy Set Theory Approach
Forecasts future financial stability levels. |Results can sometimes lead to conflicting
Assesses the probability of varying levels | evaluations.
of financial sustainability. Continuous monitoring of the organization’s
financial health is necessary.
Requires advanced mathematical skills for
implementation.

To effectively implement these methods, it is crucial to establish a comprehensive
information system. The development of a nation’s economy is greatly influenced by the
small business sector for several reasons:

e Small and medium-sized enterprises (SMEs) play a vital role in the economy.
Unlike large corporations, SMEs are more adaptable and responsive to external changes.
They can quickly adjust to economic shifts and fluctuations in product demand.

o SME:s are a significant source of income for many households, often providing a
more stable and reliable tax base compared to large enterprises.

o Small businesses contribute significantly to technological advancements and
innovative solutions, benefiting from government support through grants and subsidies.

o SMEs are essential in job creation, helping reduce unemployment rates. Their
smaller teams foster a sense of unity, which boosts motivation and increases overall
productivity.

For many individuals, small and medium-sized enterprises (SMEs) offer an incred-
ible opportunity to find happiness, build a career, and realize their potential. However,
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it’s crucial to remember that these businesses need particular support and recogni-
tion from the state. Due to their ability to quickly respond to external changes, such
businesses can experience significant fluctuations, such as a sudden increase in bank
loans or a shift in consumer demand for their products. Such changes can trigger rapid
growth, an alteration in the number of employees, or, in extreme cases, bankruptcy
and other negative outcomes that can seriously affect the stability and success of small
businesses.

The methodology for conducting an economic and statistical analysis of financial
stability encompasses a set of indicators, both quantitative and qualitative, that enable a
comprehensive evaluation of an enterprise’s financial condition. These indicators, fre-
quently recommended in both domestic and international economic literature, serve as
a foundation for assessing the financial viability of an organization.

The indicators used in the economic and statistical analysis of financial stability
can be broadly divided into two categories: absolute and specific indicators. Absolute
indicators are typically expressed in monetary units, such as thousands of hryvnias, and
are directly derived from accounting data or calculated based on balance sheet models.
These indicators can be either the sum or difference of financial indicators reflected in
the financial position of the organization.

Some key absolute indicators used in assessing financial stability include:

e C(Capital and reserves: This indicator reflects the amount of capital available to the
company, showing the financial base on which the organization operates.

e Retained earnings: This reveals the accumulation of profits that have been rein-
vested into the business since its inception, showcasing the company’s ability to gener-
ate profit over time.

e Long-term liabilities: This relates to the positional capital that can be allocated
for long-term investments, providing insight into the organization’s capacity to manage
substantial capital for future growth.

e Short-term obligations: These liabilities indicate the company’s need to create
reserves and undertake activities related to short-term operations, often directly linked
to daily business functions.

e Short-term funds attracted: The amount of short-term financing obtained for
continued operations, helping to assess the business’s reliance on external short-term
capital.

e Net profit: This demonstrates the increase in retained earnings and provides
insight into the company’s profitability and overall financial health.

e Sales revenue: This reflects the company’s potential for capital growth through
its core business activities, providing an indicator of the enterprise’s competitiveness
and operational efficiency.

e Profit before subsidies: This showcases the company’s capacity for generating
profits at both primary and secondary business levels, before considering government
subsidies or incentives.

e Difference between energy capital and fixed capital: This represents the energy
capital lost due to long-term investments in fixed capital, offering an understanding of
how invested funds are being utilized.

e Government capital and long-term capital: This refers to the total amount of
long-term capital available for long-term investments, including contributions from the
government, and is critical for planning future financial sustainability.

e Current assets: These reflect the organization’s short-term assets and highlight
the need for long-term financing to support current activities.
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e Creation of reserves: These reserves, including working capital and short-term
positional capital, provide insight into how well the organization manages its finances
and interacts with customers for payments.

e Difference between working capital and reserves: This helps in identifying the
nature of the company’s financial stability, whether it leans towards conservative or
more risky business strategies.

e Difference between reserves and provisions: Understanding this difference is key
to evaluating financial stability, as it indicates the balance between funds set aside for
unforeseen liabilities and actual financial needs.

e Level of capital or balance sheet profit: This is one of the most fundamental indi-
cators, reflecting the organization’s economic potential, its financial capabilities, and its
ability to generate sufficient returns to sustain and grow the business.

Each of these absolute indicators provides a critical piece of the financial puzzle,
enabling managers, investors, and policymakers to gain a clear picture of the organiza-
tion’s stability and its ability to weather financial challenges. The combination of these
indicators, when assessed accurately and comprehensively, forms the foundation of a
robust financial stability analysis, helping to ensure the ongoing success and growth of
the enterprise.

The evaluation of financial stability relies on a variety of relevant indicators that pro-
vide insights into different aspects of an organization’s financial health. These indicators
help to understand how effectively the company is managing its capital, assets, and
liabilities, which are critical in ensuring long-term sustainability. Below is an expanded
explanation of these key financial stability indicators:

1. Degree of Autonomy: This indicator is determined by the size of the authorized
capital, which shows the extent to which the organization is self-reliant in terms of
funding. A higher degree of autonomy indicates that the organization is less dependent
on external financing and has a stronger financial position.

2. Financial Independence Ratio: This ratio assesses the proportion of long-term
and solid assets in the total capital structure. It highlights how much of the compa-
ny’s assets are financed by its own capital as opposed to debt or other external financ-
ing sources. A higher financial independence ratio reflects a more stable financial
foundation.

3. Financing Ratio: This reflects the amount of capital available for each unit of
demand. It helps to determine how well the organization can meet its operational needs
with the resources it has at its disposal. This ratio plays a significant role in identifying
the company’s ability to finance its activities without overly relying on external funds.

4. Leverage Ratio: This ratio measures the amount of debt, or positional capital,
the company carries for each unit of its financial resources. A high leverage ratio could
indicate higher risk, as it suggests that a significant portion of the company’s operations
is financed through debt. Conversely, a lower ratio indicates that the organization relies
more on its own capital.

5. Working Capital Ratio: This ratio indicates the proportion of current assets that
are financed by a combination of equity and long-term debt. It gives a sense of how
effectively the company manages its short-term financial obligations and whether it is
relying on its equity or borrowed funds to support day-to-day operations.

6. Energy Capital Ratio: This ratio reflects the share of energy capital invested in
current assets, specifically focusing on current operations. It gives insight into how
much of the company’s energy capital (which can include various types of long-term
investments) is tied to short-term operational needs.
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7. Fixed Assets to Public Financing Ratio: This ratio illustrates the extent to which
fixed assets (e.g., property, plant, and equipment) are financed by public funds. It pro-
vides insight into how much of the company’s long-term investments are supported by
external, often government-backed, financing sources.

8. Fixed Assets to Equity and Long-Term Financing Ratio: This ratio measures the
portion of fixed assets funded by equity shares and long-term financing. It helps to
assess whether the company’s long-term assets are primarily financed by its own funds
or external debt, which can indicate financial stability.

9. Reserve Provision to Water Capital Ratio: This ratio shows how reserves are
formed based on the share of water capital (liquid assets) and the impact of long-term
investments in fixed assets. It’s useful for assessing the adequacy of reserves to cover
potential financial shortfalls.

10. Degree of Reserve Coverage: This indicator reflects the degree to which reserves
are financed by different reserve management mechanisms, such as retained earnings or
external funding. This metric helps to assess whether the company has sufficient finan-
cial buffers to withstand potential losses or unexpected expenses.

In addition to these core indicators, there are several supplementary metrics that can
further refine the analysis of financial stability:

e Wealth to Assets Ratio: This indicator compares the company’s wealth (the value
of'its assets and liabilities) to its total assets. It is an important metric for understanding
how efficiently the organization is utilizing its assets to generate wealth.

e Real Estate Financing by Equity: This ratio shows the extent to which the com-
pany finances its real estate investments using its own equity capital. A higher ratio
indicates a more stable financial position, as it suggests the company is not overly reliant
on external debt for its long-term investments.

Analysis Process for Financial Stability:

To perform a thorough financial stability assessment, the following steps are typi-
cally undertaken:

1. Analysis of Total Capital Structure: This involves examining the structure and
dynamics of the organization’s total capital, including recommendations for optimal
capital allocation between different units or sources of capital. A well-balanced capital
structure is crucial for ensuring that the company can maintain financial stability during
fluctuations in market conditions.

2. Examination of Attracted Capacities and Capital: This step focuses on analyzing
the structure of borrowed capital and its relationship to the company’s equity. The goal
is to assess how well the organization manages its external financing in relation to its
own funds.

3. Evaluation of Net Working Capital: The analysis of net working capital involves
assessing the types and adequacy of working capital reserves that the company holds
for its day-to-day operations. This is essential for maintaining liquidity and financial
flexibility.

4. Reserve Formation and Its Role in Financing: This analysis focuses on the com-
pany’s ability to form and manage reserves, which are vital for ensuring financial sta-
bility. Strong reserve management provides a buffer against unforeseen financial chal-
lenges.

5. Acceleration Coefficient: The acceleration coefficient is used in financial stability
analysis to understand how rapidly the company’s financial position is improving or
deteriorating. This metric helps predict future financial trends and potential risks.
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6. Analysis of Financial Results: Evaluating financial results helps to identify
opportunities for capital growth. By examining profits, revenues, and expenses, the
organization can find areas where capital can be better utilized or increased.

7. Effectiveness of Public Administration: Assessing the effectiveness of public
administration and government policies is crucial for understanding how external eco-
nomic factors impact financial stability. This includes analyzing asset liquidity and the
company’s ability to remain solvent despite external pressures.

8. Currency Stability Risk Assessment: Finally, the risk of losing currency stability
is assessed. Currency fluctuations can significantly impact financial stability, especially
for companies that engage in international trade or rely on foreign currency transactions.

By conducting these analyses and using the relevant indicators, organizations can
gain a comprehensive understanding of their financial stability. This process provides
valuable insights into their ability to withstand financial challenges, maintain liquidity,
and pursue sustainable growth strategies.

Conclusions. Economic and statistical analysis of financial sustainability involves
a comprehensive evaluation of an organization’s ability to maintain financial independ-
ence and self-finance its activities, while also securing the necessary capital for pursuing
its strategic objectives and long-term development. The concept of financial sustain-
ability is inherently multifaceted and cannot be fully understood or assessed without
delving deeply into the entire process of economic expansion, resource allocation, and
financial management. This requires a thorough examination of the capital structure, as
it directly impacts the organization’s financial stability and growth potential.

In order to conduct a thorough analysis, it is necessary to first understand the sources
of capital and how they contribute to the overall financial health of the organization.
The capital structure of an entity consists of the mix of its debt and equity financing,
and understanding the reasons behind the changes in this mix is crucial for assessing
the stability and sustainability of its financial position. For example, a shift from equity
financing to debt financing can signal an increased reliance on external creditors, which
may raise concerns about the organization’s long-term viability, especially in the face of
economic downturns or market volatility.

In addition to evaluating the reasons behind changes in the capital structure, the anal-
ysis must also focus on identifying possible ways to renew or restructure the existing
capital power dynamics. This is important because, as economic conditions evolve, the
financial needs and strategies of an organization may change, requiring adjustments to
the capital structure. For example, an organization that initially relied on debt financing
may need to shift toward more equity-based funding if it experiences difficulties in
meeting its debt obligations or if it seeks to reduce its financial risk exposure.

The process of updating the capital structure often involves considering a variety of
factors, such as the cost of capital, the organization’s risk tolerance, its growth potential,
and its ability to service debt. Financial sustainability can be improved by balancing
the proportion of debt and equity in a way that minimizes the cost of financing while
maintaining an acceptable level of financial risk. Proper management of this balance is
key to achieving long-term financial stability and ensuring that the organization has the
resources necessary to pursue its strategic goals.

Another critical aspect of the analysis is the evaluation of the effectiveness of finan-
cial and government activities. This involves assessing how effectively the organization
utilizes its financial resources and how external factors, such as government policies and
market conditions, influence its financial stability. For instance, the role of government
support programs, subsidies, or tax incentives can significantly impact the financial
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sustainability of a business, particularly for small and medium-sized enterprises (SMEs).
Understanding how these external factors affect the organization’s financial health can
help in identifying areas for improvement and optimizing the use of available resources.

Furthermore, the process of financial sustainability analysis should include a review
of the organization’s performance metrics, including liquidity, profitability, and sol-
vency ratios. These financial indicators provide valuable insights into the organization’s
ability to generate cash flow, maintain profitability, and meet its long-term financial
obligations. By analyzing these indicators, it becomes possible to gauge the organiza-
tion’s resilience to economic shocks and its capacity to remain financially viable in the
long run.

In conclusion, the economic and statistical analysis of financial sustainability is an
essential tool for understanding the dynamics of an organization’s financial position.
By examining the capital structure, evaluating the impact of government policies, and
assessing key financial indicators, organizations can gain a clearer understanding of
their financial health and make informed decisions about their future financial strategy.
This comprehensive approach not only helps to assess the current state of financial
sustainability but also provides valuable insights into how organizations can adapt to
changing economic conditions and secure the necessary resources to achieve their stra-
tegic goals.
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