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Abstract. The stability of economic entities is the ground for sustainable
development of the region. It is customary to group indicators of sustainable
development of economic entities in economic, social and environmental
terms. The analysis of the economic activity of a typical business unit in an
extractive region was carried out based on financial and public non-financial
data using the methodology of financial analysis. The authors identified the
main development trends and risks of the economic entity.

1 Introduction

Today, the need to consider indicators of sustainable development in the framework of
financial analysis is clearly visible. Assessment of different aspects of the economic entity
sustainability implies taking into account the requirements of various stakeholders. The
factors of sustainable development of a business entity affect the entire value chain. At the
same time, at the enterprise level, sustainability implies the function of maximizing profits
within the constraints associated with limited resources, as well as with the influence of social
and environmental factors. When investing in business, an economic entity uses human,
social, natural and other types of capital.

2 Materials and Methods

In the context of the economic crisis, economic entities operating in mining regions require
special attention. Since the sectoral structure of the latter is inevitably under pressure from
the extractive industries, and characterized by the underdevelopment of the processing sector
[1]. The slowdown in economic growth, leading to a decrease in demand for raw materials,
increases the negative impact on processing enterprises in the regions. Adapting to such
economic conditions, enterprises are forced to cut costs (as a rule, primarily for social and
environmental programs), revise strategies, and restructure their businesses. At the same
time, sustainable enterprises inevitably have to be innovative, using green technologies,
developing human resources. This implies increased attention to change management, focus
on long-term development of human capital, integration of sustainable development
mechanisms into the management system of an economic entity. The methodological basis
for the inclusion of sustainable development aspects in the management mechanism of
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economic entities can be the analysis of the financial and economic efficiency of the entity
[2].

The integration of sustainable development mechanisms into the activities of business
entities is a basic factor in the development and growth of the competitiveness of Russian
industrial enterprises and a prerequisite for the active modernization of key industries.

The essence of the concept of sustainable development of economic entities in a
generalized form is to ensure stable economic growth while meeting the requirements of
social responsibility, starting from the micro-level (economic entity) and ending with the
macro-level (region, state and the world community as a whole). Despite the fact that at
present this concept can be applied to individual organizations (economic entities), most of
the research in the field of sustainable development - both practical and theoretical — is related
mainly to the study of macro-systems (individual countries, regions, etc.) [3]. Not enough
attention is paid to the sustainable development of economic entities (micro-level), while in
modern conditions, by maintaining the sustainability of economic entities, stability at the
macro-level (at the level of the region, state and world) can be ensured [4-7].

The concept of sustainable development of an economic entity must be considered in a
balanced relationship of its constituent components: social, environmental and economic
sustainability. For successful activity, an economic entity needs a three-pronged approach to
the sustainable development that is, ensuring a balance of the three designated aspects.

The sustainability of the economic entity development is determined by production,
technological, organizational and managerial and human capital, rationality of price,
marketing, innovation and investment policies that ensure its financial stability. Thus,
economic sustainability consists of financial, marketing, production, technological and
organizational sustainability.

3 Results and discussion

JSC "Osinnikovsky repair and mechanical plant" (JSC "ORMP") is one of the few industrial
enterprises in Osinniki city, which is one of the centers of coal mining in Kuzbass and is
included in the list of mono-industry towns. The main activity of the enterprise is the
production of building metal structures, products and their parts intended for the coal industry
enterprises. A comprehensive assessment of the sustainable development of an economic
entity is carried out by stages in three main areas: economic, social, and environmental
activity.

The methodological research tools include an analysis of the absolute and relative values
of indicators. Analysis of the economic aspects of sustainable development methodically
corresponds to a comprehensive analysis of economic activity and financial condition with
an emphasis on specific indicators of sustainable development. The source of information for
external users will be accounting (financial) statements and other public information. [8-11]
At the preparatory stage of the study, it is necessary to familiarize with the financial and non-
financial statements of the subject, to check the statements for the completeness and
consistency of the data provided, in order to make a decision about the possibility and
feasibility of further analysis. Further, an economic reading and a detailed analysis of the
economic sustainability of an entity are carried out. Evaluation of the effectiveness of
activities involves building of an indicators system that determine the effectiveness in
achieving business goals. It is generally recognized that the main goal of an economic entity
in market conditions is to make a profit from its activities, which allows increasing the value
of the company and ensure the growth of the welfare of owners and employees.

The main source of profit is operating activities that combine production and commercial
components. [5]
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Table 1. Financial results of JSC “ORMP”, thousand rubles.

Absolute values Gi;vgthrzszs::lzgirﬁf to
Indicator p year, 7o
2016 | 2017 | 2018 2019 2020 | 2017 | 2018 | 2019 | 2020
Revenues | o\qc50 | 733004 | 881649 | 1072252 | 895753 | 133 | 120 | 122 | 34
from sales
Operating | 5074 | 37568 | 56072 | 63513 | 38540 | 296 | 149 | 113 | 61
profit
Earnings
before 16534 | 42228 | 61730 | 68610 | 45113 | 255 | 146 | 111 | 66
interest
Net profit 272 | 26092 | 48542 | 49299 | 29338 | - 186 | 102 | 60

The data in Table 1 indicate an increase in the volume of products sold over the past five
years by 63%. Despite the reduction in 2020, due to the spring lockdown, the company was
able to provide a level of revenue higher than the value of 2018, for the same period there are
no facts of termination of any activities by the company. However, today it is impossible to
fully assess the degree of destructiveness as the consequences of the COVID-19 pandemic
and the impact on the financial condition and results of the enterprise in future reporting
periods.

The negative value of the net profit indicator in 2016 is associated with the consequences
of the financial crisis that began in the second half of 2014 and continued in 2016, which had
a significant impact on the coal industry in general and JSC “ORMP” in particular. The
company's dependence on the state of affairs in ferrous metallurgy is a serious risk for JSC
“ORMP”. A significant decrease in prices for metal and metal products resulted in a decrease
in market prices for the products supplied by the Company. The Company is highly
dependent on prices for basic (metal), auxiliary materials, etc. Therefore, their growth had a
negative impact on the financial performance of the Company. Net profit in 2016 has a
negative value; this is due to the excess of the amount of income tax over the amount of profit
before tax. At the same time, the largest value in the amount of the current tax is made up of
permanent tax liabilities (assets), which have doubled compared to 2015.

From 2017 to 2019, there was a tendency for profit growth at the enterprise. However,
the crisis events of 2020 led to an outstripping decrease in revenue compared to cost of sales
and other expenses, which led to a faster rate of decline in profits. However, the net profit in
2020 was 12.4% higher than in 2018.

Table 2. Absolute indicators of financial stability of JSC “ORMP”, thousand roubles.

Year
Indicator
2016 2017 2018 2019 2020
Own funds 127034 | 153124 | 201666 | 250965 | 280303
Fixed assets and investments 34587 38056 29092 34595 37949
Own working capital 92447 115068 | 172574 | 216370 | 242354
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Long-term loans and borrowings 2023 2297 1994 2262 2087

Own and long-term borrowed funds 94470 117365 | 174568 | 218632 | 244441

Short-term loans and borrowings - - - - -

The main sources of stocks and costs 94470 117365 174568 | 218632 | 244441

Inventories and costs 43144 51485 60011 99414 62590

Surplus or shortage of own working

. 49303 63583 112563 | 116956 | 179764
capital

Surplus or shortage of own and long-term
borrowed funds
Surplus or shortage of the main sources of
formation of stocks and costs

51326 65880 114557 | 116218 | 181851

51326 65880 114557 | 116218 | 181851

Financial strength type 1,1,1 1,1,1 1,1,1 1,1,1 1,1,1

Absolute indicators characterize financial stability from the standpoint of sources of the
company's current assets in terms of stocks and costs. The data in Table 2 indicate the
absolute type of financial stability of JSC “ORMP”, in which the enterprise fully covers the
reserves and costs with its own sources. The lack of short-term loans, on the one hand, may
adversely affect profitability, but in the current economic crisis, it is one of the potential
opportunities for improving the financial condition, if necessary. At the same time, all three
indicators of coverage of stocks by own circulating assets for the analyzed period improved
their values, so own circulating assets (own circulating capital) increased in 2.6 times.

To assess the financial state in addition to absolute values, coefficients that compare
various indicators are used.

Table 3. Ratio analysis of the financial state of JSC “ORMP” .

Year Growth
rate, %
Indicator 2020/
2016 | 2017 | 2018 | 2019 | 2020 2016
Autonomy ratio 0.19 021 | 022 | 040 | 0.49 258
Equity to debt capital ratio 0.23 0.26 | 0.28 | 0.67 | 0.96 417
Maneuverability coefficient 0.73 075 | 0.86 | 0.86 | 0.86 118
Coefficient of provision withown | 1| 16 | 019 | 037 | 045 409
circulating assets
Absolute liquidity ratio 0.0011 | 0.009 | 0.001 | 0.001 | 0.013 1182
Quick (intermediate) liquidity ratio 1.1 1.1 1.2 1.3 1.6 145
Current (total) liquidity ratio 1.2 1.2 1.25 1.6 1.8 150
Return on sales 23 5.1 6.4 5.9 4.3 187
Product profitability 2.4 5.5 6.9 6.4 4.6 192
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Return on equity 0.06 17.0 | 24.1 19.6 10.5 175

Return on assets (property) - 35 5.2 7.9 5.1 -
Asset turnover ratio 0.6 1.0 1.0 1.8 1.7 283
Inventory turnover ratio 12.7 14.2 14.7 10.8 143 113
Accounts receivable turnover ratio 0.9 1.1 1.1 22 1.9 211

From the data in Table 3, it follows that JSC “ORMP” in the period under review
demonstrates a growth trend in financial stability. Equity capital increased every year, over
five years the share of equity capital in the balance sheet total increased in 2.579 times, the
share of equity capital accounted for almost half of the sources of property. If in 2016 the
ruble of borrowed funds accounted for 23 kopecks of own, then in 2020 for each ruble of
borrowed capital, the enterprise provided 96 kopecks of equity capital. The maneuverability
coefficient indicates that a high share of equity capital is in mobile form. By the end of the
analyzed period, equity capital covers almost half of the current assets. Thus, JSC “ORMP”
demonstrates a tendency to strengthen financial stability with high capital mobility.

Liquidity ratios indicate problems with ensuring solvency in the short term. With a
standard value of at least 0.2, the absolute solvency ratio has a maximum value of 0.013, that
is, the company is able to repay immediately only about 1% of its short-term liabilities. The
quick (intermediate) liquidity ratio characterizes the payment capabilities of the enterprise,
subject to the demand of receivables. This ratio indicates the ability of the enterprise to repay
fully its short-term obligations at the expense of accounts receivable. The most generalizing
is the current liquidity ratio, which in the period under review has an upward trend and by
2020 is at the recommended level. The ratio of the indicators of the most liquid assets and
the most urgent liabilities does not meet the standards, JSC “ORMP” does not have enough
cash and short-term financial investments to repay the most urgent ones, but otherwise the
ratio of all indicators meets the liquidity requirements.

Profitability indicators in the period under review demonstrate uneven dynamics, growth
is observed until 2018 and a decrease in 2019-2020 in relation to the previous period.
However, all indicators of profitability in 2020 significantly exceed the corresponding levels
in 2016, that is, in five years there was an increase in profitability indicators.

The growth in profitability was accompanied by the intensification of the use of assets,
the asset turnover increased in 2.83 times, the period of asset turnover decreased to 217 days.
However, despite the twofold acceleration of the turnover of accounts receivable, the period
of its return remains quite long. This situation is a source of risk to financial stability and
requires special attention.

Thus, the analysis of the financial and economic efficiency of JSC “ORMP” made it
possible to establish positive trends in the growth of profits and profitability, the growth of
equity capital and overcoming dependence on borrowed capital, an increase in its own
working capital, and a sufficiently secured solvency of the enterprise. However, we should
pay attention to the problems with a long period of return of receivables, the situation with
short-term solvency and a turning point in the change of profitability indicators.

Assessment of the social efficiency of activities includes the following components: the
stability of the staff; the level of education (development) of personnel; sustainability of
material support for employees: the level of labor protection; social programs.

For the analyzed five years, the number of personnel of "ORMP” JSC increased from 77
to 89 people. At the same time, there is an increase in the number of people in the main
activity personnel per one employee in the non-main activity. On the positive side, there is
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an increase in production personnel per administrative employee. This is confirmed by a
decrease in the share of administrative employees in the total headcount, which decreased by
3.1%. In general, from the point of view of labor force provision, the enterprise is in a
favorable situation for increasing production output. The main share of the plant's employees
is between 20 and 50 years old, which speaks of a mature but rather young team. Most
organizations that produce similar products usually employ men. Moreover, the management
mostly consists of men. The analyzed organization is no exception. The majority of the
company's employees are men, and their share increased from 87% in 2016 to 90% in 2020.
Among managers, there is an unequal ratio of men and women, more than 80% are men.
Note that among specialists, the ratio of men and women is approximately equal.

In the analyzed period, the efficiency of labor resource at the enterprise has increased.
This is evidenced by the increase in all indicators of production. So, in the reporting year, the
output of industrial and production personnel increased by 29%, the output of a worker by
27%.

The indicators of labor resources and labor productivity are considered in relation to the
wages of workers, optimally when the growth rate of wages is slightly lower than the growth
rates of labor productivity. According to these indicators, the enterprise observes the principle
of rational organization of labor, so the rate of growth of the wage fund of industrial and
production personnel for five years amounted to 37%, and the wage fund increased by 41%.

The analysis of labor protection level in the organization revealed that the number of
workers who were diagnosed with occupational diseases was less than one percent, at the
same time there is a decrease in the frequency of registered occupational diseases.

Thus, a comprehensive assessment of the social efficiency of JSC “ORMP” showed that
during the analyzed period there was an increase in the share of personnel under the age of
fifty, which is a positive trend. As this particular category of employees is the human
potential for an economic entity, there is a constant modernization in the field production,
labor protection, industrial safety.

JSC "ORMP" tries to create a production that would simultaneously serve two key
goals of sustainable development - to provide consumers with the necessary products and to
preserve the natural environment. Preservation of the environment is a strategic priority of
the enterprise when making managerial and production decisions. The enterprise regularly
monitors the quality of discharges of pollutants into a natural water body, the quality of
emissions into the atmospheric air and the quality of atmospheric air at the boundaries of
sanitary protection zones. These types of work are carried out in accordance with the
measurement program and eco-analytical control schedules agreed with the regulatory
authorities, by the accredited sanitary and environmental laboratories in the cities of Osinniki
and Kaltan. The environmental monitoring program has been fully completed for the
analyzed period.

4 Conclusion

Thus, the assessment of JSC “ORMP” activities in the field of sustainable development,
carried out using financial and analytical tools, showed that a positive trend of strengthening
financial independence was formed in the company during the study period, an increasing
share of the company's assets is provided by its own sources of financing. Financial
sustainability is ensured by the organization's ability to meet timely the current and long-term
financial requirements of stakeholders as a result of effective management of available and
attracted resources.

A comprehensive assessment of the social efficiency of JSC “ORMP” revealed that
modernization is constantly taking place in the field of production, labor protection, and
industrial safety. The environmental efficiency assessment of JSC “ORMP” testified that for
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the analyzed period environmental protection activities were carried out in accordance with
the legislation of the Russian Federation on environmental protection. The environmental
aspect plays an important role in the development of the company. JSC “ORMP” works to
reduce the negative impact on the environment through the introduction of new technologies
in production processes, and pays great attention to monitoring and measures to preserve
biodiversity in the region. The main indicators requiring the attention of economic actors,
especially in mining regions are protection and restoration of the environment, rational
consumption of energy water and other resources, estimation of irreplaceable resource
volume. To continue the list there are also comprehensive measures to reduce energy
consumption, control over the quality of the atmosphere in the region by leveling negative
consequences, minimization of emissions into the atmosphere of various categories of
pollutants, recycling and reuse of materials and resources.

The strategic priorities for the sustainable development of the organization are
enshrined in corporate documents that determine the general principles of work and the
procedure for implementing the strategy in key areas. In accordance with the best
international practices, JSC “ORMP” integrates the principles of social responsibility into
decision-making processes and operational activities. The system of key performance
indicators adopted in the organization is aimed at effective solution of both direct production
tasks and tasks in the field of sustainable development. Annual goals include indicators of
industrial safety, development of social and charitable activities, and cooperation with
stakeholders.
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