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COMPARATIVE ANALYSIS OF THE CONCEPTS OF VALUE ORIENTED 

ENTERPRISE MANAGEMENT 

 

Oleksii Zakharkin, Doctor of Economic Sciences, As. Prof. 

Volodymyr Novikov, graduate student 

Dmytro Yemelianov, student 
Sumy State University, Ukraine 

 
The effective development of the enterprise primarily depends on the 

quality of management decisions and reasonable planning of its activities [17-19]. 

In the conditions of transformation of world markets towards their openness and 

transparency due to intensification of competition and change of behaviour of market 

participants there is a demand for reconsidering the value of the enterprise as a 

generator of economic and social benefits for the population and the state [4, 6, 10, 

23, 24]. In today's world, the value of business is the focus of many scholars and a 

fundamental factor influencing the success of the business entity [8, 11, 25]. 

One of the first theorists in this area Rappoport A. identified seven value 

factors that took into account the movement of operating, investment and financial 

cash flows in the forecast and post-forecast periods [22]. A similar approach was 

followed by another researcher - Arnold G. [2], although in his work he presented 

the value factors in a more general way, combining them into four main (invested 

capital, actual and required rates of return, forecast period). The increase or decrease 

in value, according to the approach of Arnold G., depends on the ratio of actual and 

required rates of return: the creation of value occurs when the actual rate exceeds the 

required, the reduction in value - in the opposite situation. According to Govorushko 

T. A., Obushna N. I. and Rovny Ya. A. the value of the enterprise is created on the 

basis of a set and interrelations of factors: the company's market share, the dynamics 

of financial indicators, the value of shares, etc. [9]. According to value-oriented 

concepts the value of a firm is determined not by the book value of assets, but by the 

quality of its securities and position in the capital market, product market, labour and 

control market [3, 5, 31]. Pilipenko S. M. notes that management of the enterprise 

on the basis of maximization of its value is a mutually beneficial solution for both 

owners and shareholders, because the interests of both parties are taken into account 

and eliminate possible conflicts that may arise between them [21, р. 585]. It is worth 

noting that one of the most common indicators of valuation of the enterprise is the 

indicator of economic value added (EVA), which is calculated as follows: 

EVA = NOPAT – KW * C   (1) 

 

where: NOPAT – Net Operating Profits After Taxes; 

   WACC – weighted average cost of capital (WACC); 

   IC – investing capital. 
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Among the most common concepts of enterprise management, which are 

focused on its value, are Value Based Management (VBM), Business Performance 

Management (BPM) and Balanced Scorecard (BSC). The use of such systems 

provides quality information collection, analysis and processing for decision making 

[16, 20, 3, 5, 31]. 

 
Figure 1. Concepts of enterprise value management (compiled by the authors on 

the basis of [14, р. 133; 20, 13-15]) 

 

The VBM system should be used during the period of stagnation and 

economic recovery, it will be useful for enterprises in crisis, young enterprises and 

those who use functional and value management [1, 15]. If we talk about the concept 

of Balanced Scorecard, it is effective in fast-growing markets, where companies 

compete with each other for new proposals and ideas, in particular within new 

financial instruments, models and management technologies created on the market. 

The BPM concept is more suitable for solving the problem of non-implementation 

projects for the implementation of collaborative management systems, by detailing 

the relationships between different business units [12, р. 351; 20]. 

Among the problems of value oriented management is the limited and 

difficult application of Ukrainian enterprises precisely because of the lack of study 

by national scientists. [13, 26, 27] Kreidych I. M. and Gagarin A. A. believe that by 

studying the advantages and disadvantages of indicators of determining the value of 

the enterprise, the concept of cost-oriented management in Ukraine will be 

implemented more actively [14, р. 209]. 

Thus, the studied concepts in different ways affect the quality of solving 

problems in the enterprise, but their application can raise to a new level the process 
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of its management and valuation.  For further research, it is proposed to find ways 

to combine such concepts to develop a unified model of enterprise value 

management. 
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