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SOURCES OF FINANCING FOR RUSSIAN COMPANIES IN CONDITIONS OF INSTABILITY

Abstract: the crisis state of the national economy is accompanied by a decrease in economic activity.
The financial performance of real sector organizations is deteriorating, and the capital structure is changing.
In unstable conditions, accounts payable and accounts receivables become sources of financial resources. The
purpose of the study is to show that in unstable periods, the use of such sources of financing as accounts
payable and receivables differs from the use in normal conditions.

Two hypotheses were put forward for these categories. First, the hypothesis is put forward that in crisis
conditions there is an increase in the volume of accounts payable in comparison with accounts receivable.
Second, it is logical to assume that with the growth of long-term liabilities (loans and borrowings), accounts
payable grow faster than accounts receivable.

The study sample consisted of data from more than two thousand organizations. The study covered
three industries: wholesale, electric power, and mining. Data was taken from 2014 to 2018 from the SPARK
database. The calculations allowed us to see some regularities concerning the sources of financing of
organizations in the real sector of the economy, which are not very marked in textbooks.

For example, accounts payable cover immobilized resources in the form of accounts receivable at
enterprises that distribute electricity and engage in wholesale trade in non-food products. In crisis conditions,
this position is justified. On the other side are enterprises where accounts payable do not cover accounts
receivable (wholesale food and electricity). The consequences for them in times of crisis can be more serious.
Another pattern is that mining companies and organizations that produce electricity, in crisis conditions,
increase long-term obligations. This may mean that businesses in these industries have access to cheaper
sources of financial resources.

Key words: sources of financing, accounts receivable, accounts payable, activity efficiency, financial

crisis.

Introduction. As the main sources participation has deliberate character, sometimes it
of financing of activity of the Russian enterprises has the forced character. The state of the economy
are considered now: the profit remaining at their is important. Data on a share of own means in a
order, accounts payable, the bank credit and, to a balance sheet total at the enterprises of various
lesser extent, issue of shares and bonds. industries from 2009 to 2019 are provided in table
Volumes of attraction and use of this or that 1. From the table it is visible that the crisis
source depend on cost, availability and on the phenomena cause changes in structure of the capital
developed relationship with business partners. of the enterprises.

Sources differently participate in financing
of activity of the enterprises: sometimes this

Table 1 — Coefficient of autonomy (a share of own means in a balance sheet total) from
2009 to 2019 (percent, the Russian Federation)

2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019

Agriculture 36 36 35 34 35 34 43 43 46 46 45
The extracting industry | 55 57 55 57 56 56 61 61 63 63 65
The processing | 39 38 38 38 38 34 37 31 34 35 36

productions
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Power industry 56 57 55 53 49 46 65 65 64 64 65
Construction 14 14 13 12 13 10 24 23 25 26 26
Wholesale trade 54 55 56 55 57 56 55 55 55 51 51
In total 41 49 46 48 48 50

Source: it is made by the
https://www.fedstat.ru/indicator/58045.

The coefficient of autonomy indicates that, the
enterprise is how independent of external creditors.
It is visible that in the conditions of instability (in
2015) there was a sharp jump of a share of own
means in many industries (the exception makes —
wholesale trade).

To obtain the bank credit, the enterprise in
Russia needs to convince bank of the solvency. For
this purpose it is necessary to show assets, high
stable revenue and profit in official statistical
reporting, to disclose information on the real
situation. A large number of the enterprises in
Russia use the simplified schemes of taxation, an
imputed income tax and so forth that considerably
reduces tax burden, but as a result they become

author

according to  Federal statistics  service

financially opaque that complicates them access to
the bank credits [1].

For many years for the enterprises of the real
sector the interest rate for the credit was very high
that also explains a low share of the bank credits. In
many cases use of such source was inexpedient as
return from invested funds is less, than a payment
for attraction of financial resources.

Civilized crediting is replaced in many respects
by accounts payable (AP) [2, p. 834]. Accounts
payable act as an alternative source of loan
financing. Accounts payable are usually used free
of charge. Data on the amount of accounts payable
in a total amount of sources of financing are
provided in table 2.

Table 2 — An accounts payable share in the total value of sources of financing
of the enterprises for the industries in 2019

Accour)ts payat_)le Arrears share, in % of the total value
Branches of economy share, in % of the size
of accounts payable
of assets
In total 14% 7%
Agriculture 9% 10%
The extracting industry 13% 5%
The processing productions 28% 10%
Power industry 18% 23%
Construction 25% 5%
Wholesale trade 15% 7%
Other industries 8% 3%

Source: it is calculated by the author according to Rosstat. Statistical system (EMISS). Access

mode: https://www.fedstat.ru/

The high share of accounts payable points out
difficulties with payments at the companies.
Existence of a high share of overdue accounts
payable unambiguously is a negative event as
means payment of penalties, emergence of legal
claims, and at worst can result the enterprise in
bankruptcy.

In recent years there are certain changes in
structure of financing of investments into fixed
capital (table 3). So, if in 2010 the raised funds made
59%, own — 41%, then in 2016 the share of the
raised funds was reduced to 49% (own increased up
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to 51%). In 2018 the share of the raised funds
decreased up to 46.9% (own means increased up to
53%).

These changes happened also owing to
complication of a situation in the sphere of
availability of the loan capital. The enterprises were
forced to address internal reserves and to direct
them to financing of primary activity.

In turn the share of borrowed funds of other
companies decreased from 7.2% in 2000 to 4.3% in
2018.
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Table 3 — Investments into fixed capital on financing sources (in %)

2000 | 2010 | 2015 | 2016 | 2017 | 2018
In total investments 100 | 100 [100 |[100 | 100 | 100
Including:
Own means 475 | 41,0 | 50,2 | 51,0 | 51,3 [531
The raised funds 52,5 |1 59,0 [ 49,8 [ 49,0 | 48,7 | 469
From them:
Credits of banks 29 [90 |81 10,4 | 112 [ 112
Including credits of foreign banks 06 [23 1,7 29 |54 |44
Borrowed funds of other organizations 72 |61 |67 [60 |54 |43
Budgetary funds 22 195 [ 183 [ 164 | 16,3 | 15,3
State means. off-budget funds 48 103 |03 |02 |02 |02
Means of the organizations and the population on shared-equity 22 (32 |30 (33 |35
construction
Others 156 (219 (121 (122 | 115 | 11,8

Source: data of Federal statistics service: Investments in Russia 2019. Statistical collection [3, P. 40].

The structure of sources of financing for fixed
capital investments shows a shift towards financing
more than half of all investments from own funds.
It should be noted that the lack of financial
resources is one of the main problems that hinder
doing business in the Russian Federation [4] and
Kazakhstan [5].

The main source of financing of capital
investments of companies in Russia in recent years
is the company's own funds. This is hardly a
positive situation.

As a part of own means there is a share of a
specific source of financial resources — accounts
receivables (AR). Receivables are a source of
financial resources as it influences profit
(receivables influence the revenue of the enterprise,
and the difference between revenue and expenses is
equal to profit).

From the point of view of the company,
receivables are a resource or a source of financial
means. In effect, receivables can be transformed to
financial resources. But so occurs not always.

In normal conditions of a business conduct
payment for products is made, as a rule, within three
months. The enterprises want to find quicker the
buyer or to lower the expenses connected with
storage at themselves finished goods are the reasons
which are most widespread, is rarer —to increase the
sales price through a price premium depending on
payment delay duration. It is meant that receivables
will promote accumulation of scales of activity that
will be reflected in indicators of profit [6].

However, in unstable conditions,
manipulations with data on accounts receivable
become more frequent, for example, the amount
increases by minimizing the amount of bad debt.
Thereby the reserve on doubtful debts decreases that
leads to overestimate of profit. Overestimating
assets of the company, especially receivables,
capitalizing expenses, it is possible to reflect more
than high profit.
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And then receivables become a «dead» source.
If accounts receivable exceed 30% of current assets,
this is considered to reflect the unjustified
immobilization of funds in the assets of the
enterprise [7]. It is not possible to receive funds. It
turns out that accounts receivable cannot be
equivalent to financial resource.

Materials and methods.
hypotheses were made.

The first hypothesis of HO: in crisis conditions
there is an increase in volumes of accounts payable
in comparison with receivables.

The second hypothesis of HO: with growth of
long-term obligations (the credits and loans)
accounts payable grow quicker than receivables.

The study used incremental indicators: the
growth rate of accounts payable, the growth rate of
accounts receivable, and the growth rate of long-
term liabilities.

The growth rate is the difference relation
between y, and y,_, to the y;_,, increased by 100%
[8, P. 159]:

AT = 22215 100% (1)
Yt-1

For example, the formula for calculation the
growth rate of receivables in 2018 looks as follows:

)

rate of accounts

The following

AT4r =(AR2018—AR2017) / AR2017#100%,
rne AT, the growth
receivables;

AR2017 — value of receivables in the balance
sheet on 31.12.2017;

ARz013 — value of receivables in the balance
sheet on 31.12.2018.

The values of other indicators paid off similar
to formula Nel.

Because the professional systems of collecting
and storage of information on economic entities in
Russia are quite young, the possible periods of a
research are limited. In this research information on
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the companies was taken from the SPARK database
where the annual financial statements of the
companies created within Russian Accounting
Standards from 2014 to 2018 contain. That is
indicators paid for 3 years, including a year of a
research. According to us, it is enough as the chosen
period allows to estimate changes of debt policy of
the organizations at the periods of the crisis
phenomena in Russia (2014-2015) and at the time
of revival of economy (since 2017).

Selection included data of the enterprises from
three industries: wholesale trade, power industry,
mining. In wholesale trade data of the enterprises of
such types of activity as were taken: Foodstuff (in

brackets codes of the types of economic activity -
46.3 is specified), Nonfoods (46.4). In power
industry it: Production (35.11), Transfer and
technological accession (35.12), Power distribution
(35.13), Trade in the electric power (35.14). In
mining: Coal mining (05), Extraction of metal ores
(07).

Results and discussion. The first hypothesis
of HO: In crisis conditions there is an increase in
volumes of accounts payable in comparison with
receivables.

The ratio of creditor and debit debts on the
studied types of activity from 2014 to 2018 is
presented in table 4.

Table 4 — A ratio of creditor and debit debts on types of activity from 2014 to 2018.

Ne | Type of activity Total companies 2014 | 2015 | 2016 | 2017 | 2018
1 | Trade wholesale foodstuff 752 1,04 | 1,04 | 0,97 | 0,97 | 0,93
2 | Trade wholesale not food 910 1,23 [ 124 (119 114 |14
3 | Electricity generation 179 0,89 {093 [ 0,82 |09 |1,00
4 | Power transmission 291 1,06 | 1,06 | 1,05 | 1,22 | 1,19
5 | Power distribution 66 1,32 [ 1,27 | 1,45 | 1,35 | 1,35
6 | Trade in the electric power 85 0,95 | 0,90 | 0,88 | 0,91 | 0,89
7 | Coal mining 127 098 | 1,13 | 1,05 | 0,94 | 1,01
8 | Extraction of metal ores 53 0,9 | 1,18 [ 0,85 | 1,02 | 1,24

Source: database SPARK and accounting reports of https://www.audit-it.ru/buh_otchet/

The highest volumes of accounts payable in the
type of activity of power distribution which are
higher debit on a third and more. In 2016 excess was
one and a half times higher. In trade wholesale
volumes of accounts payable surpass by nonfood
consumer goods volumes debit on average from
14% to 24%. In 2015 there was the maximum
excess — for 24%.

Sharp increase in accounts payable is observed
in 2015 in the extracting industry: in coal mining the
coefficient sharply grows from 0.98 in 2014 up to
1.13in 2015, in extraction of metal ores — from 0.96
to 1.18. It can demonstrate that during the unstable
period mining companies detain payment of
accounts of the contractors more often, that is, in a
sense, they survive at their expense.

At the enterprises of such type of activity as
«Trade wholesale foodstuffy more balanced
indicators which are ranging from 0.97 up to 1.04.
Here 2015 becomes critical: if till 2015 volumes of
accounts payable exceeded debit, then after — the
situation changes. Nevertheless, in wholesale trade
in foodstuff the most balanced indicators.

And, at last, less than 1,0 relation AP/AR at the
enterprises making and trading in the electric power.
In electricity generation AP/AR relation on all
studied period does not exceed 0.95. It means that
receivables grow at higher rates.
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Decrease in volumes of accounts payable with
simultaneous increase in volumes of receivables
means derivation of money from turnover of the
enterprise. In this case the risk of need of use of the
credits and loans increases. But in crisis conditions
often the credits of banks become expensive, and
the financial condition of the enterprise worsens.

Thus, the first hypothesis which is that in crisis
conditions there is an increase in volumes of
accounts payable in comparison with receivables
unambiguously is confirmed on the following
industries:

— Trade wholesale foodstuff;

— Trade wholesale nonfoods;

— Trade in the electric power.

Also is not confirmed for the companies of the
following types of activity:

— Power distribution;

— Power transmission.

In these groups in crisis conditions there is a
small reduction of volumes of accounts payable in
comparison with receivables volumes.

The second hypothesis of HO: With growth of
long-term obligations (the credits and loans)
accounts payable grow quicker than receivables.

The coefficient of a ratio of accounts
payable to debit at that part of the enterprises where
long-term obligations grew is presented in table 5.
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Table 5 — Median value of a ratio of AP/AR at the enterprises with growth
of long-term obligations from 2015 to 2018

Ne, i/t | Bua messTeJ IbHOCTH 2015 | 2016 | 2017 | 2018
1 Trade wholesale foodstuff | 0,97 | 0,93 | 0,89 | 0,88
2 Trade wholesale not food | 1,24 | 1,07 | 1,14 | 1,10
3 Electricity generation 0,74 | 0,78 | 0,99 | 1,05
4 Power transmission 127 | 126 | 1,31 | 1,35
5 Power distribution 1,15 | 1,36 | 1,19 | 1,41
6 Trade in the electric power | 1,01 | 0,82 | 0,91 | 0,85
7 Coal mining 1,13 | 1,09 | 1,18 | 0,87
8 Extraction of metal ores 1,03 1084 | 1,05 | 1,07

Source: SPARK database and accounting reports of https://www.audit-it.ru/buh_otchet/

Here it is possible to allocate three directions.

Itis possible to carry those enterprises at which
accounts payable grow quicker than receivables
(e.g., Power transmission) to the first group. Growth
of long-term obligations to some extent is
considered a trust indicator to the company from
creditors, that is is positive characteristic of firm. It
is supposed that long-term creditor means have to
go for any investment activities, promote
production expansion. However if at the same time
debt to suppliers decreases, then it speaks about so-
called «loaning up» [9]. Therefore takes place to be
opinion that if growth rates of accounts payable are
higher, than growth rates of receivables, then it can
be fraught with crisis of insolvency [10].

The second group is made by the industries
where it is rather heavy to mark out one certain
dependence (e.g., Coal mining). As there very
unstable average values of a ratio of AP/AR at the
enterprises with growth of long-term obligations (in
2017 the ratio made 1.18 whereas in 2018 fell up to
0.87) are observed.

The third group is made by the organizations
with lower amount of accounts payable (e.g., Trade
wholesale foodstuff, Power distribution, Extraction
of metal ores).

Thus, the second hypothesis of HO that with
growth of the long-term credits and loans accounts
payable grow quicker than receivables on most the
industries is confirmed (the exception is made by
the enterprises trading in the electric power).

Conclusion. Creditor and debit debts act as
specific sources of financial resources, and in crisis
conditions there is an increase in volumes of

accounts payable in comparison with receivables.
There is the industry average level which can
favorably affect results of activity of the enterprise,
this level depending on a type of activity is non-
uniform.

In that case when accounts payable completely
cover the immobilized resources in the form of
receivables, the position looks justified, especially
in crisis conditions. But excess of accounts payable
is a signal that the enterprises in some sense survive
on others. On the other hand, growth of accounts
payable often is followed also by growth of arrears
that increases risks of bankruptcy of the enterprises.

If at the enterprises volumes of receivables
exceed volumes of creditor, it is necessary to realize
that consequences during the crisis periods for them
can be more serious. Receivables are the dosed
source of financial resources, on the one hand,
allowing to increase sales volumes, on the other
hand, leading to growth of bad debts.

At most the enterprises was confirmed that
with growth of long-term obligations accounts
payable grow quicker than receivables. In spite of
the fact that in scientific literature it is noted that
growth of long-term obligations is an evidence of
trust to the company from creditors. That is, it is
positive characteristic of firm. However growth of
the long-term credits in structure of the credits and
loans of the enterprises demonstrates that they begin
to be used also for financing of the current activity,
including for replenishment of current assets of the
enterprise.
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UCTOYHUKA ®PUHAHCHUPOBAHUA POCCUMCKHUX KOMITAHUAM
B YCJIOBUSX HECTABMJIBHOCTH

AHHOTAUUS: KPU3UCHOE COCTOSIHUE HAlMOHANBHOW HKOHOMHMKHU COINPOBOXKIACTCS CIAIOM B
9KOHOMHYECKON NeATeNFHOCTH, YXyIIeHneM (PHMHAHCOBBIX TOKa3aTeNell MHOTHX OpraHH3alliii peasbHOTO
CEKTOpa HKOHOMHUKH, U3MEHEHUSIMH B CTPYKTYpe UX KanuTana. B HecTaOMIBHBIX YCIOBHUAX KpeaUuTopcKas U
neOUTOpCKasl 3a/I0JDKEHHOCTH BBICTYIAIOT UCTOYHUKAMH (PMHAHCOBBIX pecypcoB. llenp mccrnemoBanus — ¢
ITOMOIMIBIO TIPOBEPKH Ha PEabHBIX JaHHBIX MOKa3aTh, YTO B YCIOBHSX KPU3WCA CUTYalWs C TOYKH 3PEHUS
HUCIIOJIB30BaHUA TaKUX HNCTOYHHNKOB q)HHaHCI/IpOBaHI/IH, KaK MCHAIOTCA KpEAUTOPCKasd U z[e61/ITopc1<a;1
3a/I0JDKEHHOCTH.

B oTHOmeHNM 3THX KaTeropuid OBUTO BEIABHHYTO 2 THITOTE3HI. BO-TIEpPBBIX, BEIABUTAETCS THIIOTE3a O
TOM, YTO B KPU3UCHBIX YCJIOBUAX IMPOUCXOOUT YBECINYCHUC 00BEMOB Kp@)j[HTOpCKOﬁ 3aJ0J2)KECHHOCTH 110
CpPaBHEHUIO C ACOUTOPCKOM 3aJ0KEHHOCTHIO. BO-BTOPBIX, JOTUYHO TMPEANOIOXKUTH, YTO C POCTOM
JONTOCPOYHBIX 0053aTenbCcTB (KPEAUTOB W 3aliMOB) KpEOUTOPCKas 3aJ0JDKEHHOCTh pacTeT ObIcTpee
TeOUTOPCKOM 3a0IKEHHOCTH.

B nensix mpoBeneHus nccieqoBanus Oblia B3ATa BEHIOOPKa, B KOTOPYIO BOIIUTH JaHHbIE O0Jiee YeM ABYX
ThICSIY opranu3anuil. VccrnenoBaHue OXBaTWUIO TPU OTPACHIM: ONTOBAs TOPTOBIS, SJICKTPOIHEPIETUKA U
J0OBIYA TOJIE3HBIX HCKonaeMbIX. JanHble Oblr B3AThI ¢ 2014 mo 2018 rr. u3 6a3e1 nanHbIx CITAPK. PacueTsl
TTO3BOJIIIIHA YBUACTH HEKOTOPHIE 3aKOHOMEPHOCTH, KACAIOIITUECS UICTOYHUKOB (DMHAHCHPOBAHUS OpPTaHU3AITII
PEAIILHOTO CEKTOPa YKOHOMHUKH, KOTOPBIC B yUEOHUKAX HE OYCHb OTMEYAIOTCS.

Hampumep, kpeautopckas 3aJ0JDKEHHOCTh IOKpPHIBAET WMMOOWIM30BaHHBIE PECYpChHl B BHUIC
JeOUTOPCKOM 3a70HDKCHHOCTH Ha TPEIIPHUSITHIX, PACTIPEACIIIIONINX JJICKTPOIHEPTHIO M 3aHUMAIOIUXCS
OINTOBOM TOpFOBJIGfI HEMPOJOBOJILCTBEHHBIMU TOBapaMU. B KPHU3UCHBIX YCIIOBUAX TaKas IMO3ULIMA OllpaBaaHa.
I[To #apyryio CcTOpOHY HaxoIATCA MPEANPUATHSA, TA€ KPEOUTOPCKas 3aJ0KEHHOCTh HE TOKPHIBAET
JIeOUTOPCKYIO (TOPTYIONIUE ONTOM MUIIEBBIME MPOIYKTAMH W 3IIeKTpodHeprueii). [locnencTsust mist HUX B
KpHU3UCHBIC TEPUONBI MOTYT OBITH cephe3Hee. pyroll 3aKOHOMEPHOCTBHIO CTaj0 TO, YTO JOOBIBAIOIIHE
OpeanpuATd U OpraHusanvu, IMPOU3ZBOAAINHNEC IBJICKTPOOIHEPTHIO, B KPU3UCHBIX YCJIOBUAX HapalivuBarOT
JONITOCPOYHBIE 0053aTeIhCTBA. ITO MOXKET O3HAYaTh, YTO MPEANPHUATHS B ITHX OTPACIAK UMEIOT JOCTYH K
OoJee AemeBbIM HCTOYHIKAM (PHHAHCOBBIX PECYPCOB.

KiroueBrble CJIOBA: UCTOYHUKH (PUHAHCOBBIX PECYPCOB, ACOUTOPCKAs 3a/I0JIKSHHOCTh, KPSTUTOPCKAs
3aJI0JI’KCHHOCTb, (DMHAHCOBBII KPU3HC.
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