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Leonid Debunov*

MODELING COMPANY’S FINANCIAL SUSTAINABILITY
WITH
THE USE OF ARTIFICIAL NEURAL NETWORKS

For enterprises in market conditions, not only the sum of profit is important, but also
their financial capacity to continue its activity. The ability of a company to counteract
the threat of bankruptcy is an essential condition for its long-term functioning and
sustainable development. The financial sustainability of an enterprise is a complex
characteristic that can’t be described by the value of a single simple indicator. In
modern conditions, for its diagnosis, a comprehensive analysis using various financial
indicators is used. When a human does it, such an assessment may be subjective and
depends on the level of the analyst’s qualification and competence.

The article proposes the use of artificial neural networks to build an economic
and mathematical model of company’s financial sustainability, which is designed to
remove the human factor, and to increase the speed and accuracy of the companies’
bankruptcy threat diagnosis. An example of such a model is presented that is relevant
for Ukrainian companies in the current conditions of the period after the economic
crisis of 2014-2015. To model financial sustainability, a three-level artificial neural
network of direct signal propagation was constructed. As input factors it is proposed
to use 17 financial indicators that should give the most complete assessment of the
company’s financial sustainability. The study shows that prediction of bankruptcy
is possible in the time horizon up to 3 years from the date of filing annual financial
statements. The constructed model allows not only to accurately classify enterprises
as “financially sustainable” and “potential bankrupt” but also opens up opportunities
for further researches about the mutual dependence between the values of financial
indicators while maintaining a certain level of financial sustainability. The model
may be useful for financial institutions, investment funds, audit firms and companies
themselves for timely prediction of the company’s bankruptcy.

Key words: financial sustainability, bankruptcy, neural networks, economic and
mathematical modeling, classification, bankruptcy diagnostics, financial indicators,
limit of financial sustainability, neuro-network modeling, perceptron, neuron,
enterprise

Introduction. The freedom of enterprise and choice is a fundamental basis
for conducting productive activities in a market economy, which is today the most
widespread form of economic organization in the world. The role of the state is only
in the general direction of development and transformation of a national economy and
in setting certain restrictions. The very system of distribution of goods and services
is formed through free decisions by consumers and suppliers. Economic actors have
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a wide freedom to manage their limited economic resources at their own discretion.
Accordingly, the consequences of economic decisions are also part of the responsibility
of economic actors. Thus, any company that seeks profit or attain another some other
desired effect, in order to achieve its goals, should rationally manage its resources and
take into account the threats that can lead to undesirable consequences.

One of the key tasks of a company is to speed up the growth of its profits, which
can be attained, in particular, via additional third-party financing and accompanied
by increased financial risks. Therefore, in such a case, the risk of failure, for the
company, to repay in time, that is, its bankruptcy, increases. Avoiding financial
collapse is the company’s other key concern. Continuous monitoring of the financial
position and timely decisions regarding the elimination of threats of the loss of the
company’s financial capacity to continue its operations is an indispensable condition
for its sustainable development. Monitoring procedures are quite expensive, and
the reliability of the results significantly depends on the level of qualification and
competence of the personnel. Therefore, in our opinion, the most efficient solution
is to automate the process, which can significantly reduce its cost, improve accuracy
and eliminate the risks associated with the human factor. It is proposed to use artificial
neural networks to simulate the financial sustainability of a company.

Analysis of researches and publications. The issues of assessment,
management and simulation of the company’s financial sustainability have been
investigated by: E. Altman [1], K. Beerman [2], G. Tishow [3], R. Taffler [3], J.S.
Soileau [4], T.A. Al-Cassara [4], P.K. Ozil [5], O.D. Sharapov [6], O.O. Tereshchenko
[7], A.V. Matviychuk [8-10], O.V. Pavlovskaya [11], A.M. Poddyeriogin [12, 13],
L.Yu. Naumova [12], G.V. Davidova [14], O.Yu. Belikov [14], L.D. Buriak [13, 15],
G.G. Nam [13], O.G. Yakovenko [16], A.M. Pavlikovsky [15], V.G. Vershigora [17]
and others.

Among the existing attempts to simulate financial sustainability, the most
widespread are discriminant models. The first model of its kind was introduced
by American scientist Edward Altman in 1968, it was relevant to the conditions of
the US economy at that time, and its first version included five factors [1, p. 589—
609]. With this model, a Z-score is calculated, whose range of possible values is
divided into areas of high bankruptcy probability, low bankruptcy probability and
uncertainty areas. Subsequently this approach was further developed and applied
to construct other discriminant models for different countries. Examples include
Beerman’s models for Germany (ten factors) [2, p. 118—121], models by Tafler and
Tishaw for the United Kingdom (four factors) [3, p. 50-54], and those by
0.0. Tereshchenko (six factors) [7, p. 38—45] and A.V. Matvijchuk (seven factors)
[8, p. 24-46] for Ukraine and others. A.V. Matvijchuk [9, p. 229-231] presents the
results of experiments on the use of some of these models for the Ukrainian economy.
The classification accuracy of the Matvijchuk’s model on the sample that was used to
create it was 82.5% (92% — bankrupts, 72.4% — financially sustainable ones), and on
independent sample - 80.1% (89.2 and 71.2%) respectively) [9, p. 229]. On the same
data, the Altman model showed the accuracy of 54.3% (54.1% - bankrupts, 54.5% —
financially sustainable ones), while it could not estimate the conditions of 11.7% of
companies [9, p. 230]. The Tereshchenko model failed to provide any estimate for
51.4% of the companies, while for the evaluated enterprises the accuracy was 67.6%
[9, p. 230-231]. Therefore, in our opinion, the results of some of the above models
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are too low to be used in the current practice of the Ukrainian economy, others may
be used, but it makes sense to try to create new, more accurate models of bankruptcy
forecasting.

In addition to discriminant models, other methods to forecast company
bankruptcy have been proposed. Thus, A.V. Matvijchuk proposes to apply
comprehensive financial analysis of companies based on fuzzy logic theory. This
approach involves constructing a fuzzy model of company bankruptcy diagnostics.
Attempts to build such models attained an overall accuracy of 92.7%, which implies
the accuracy of the correct classification of bankruptcies of 100%, and the accuracy
of the correct classification of financially sustainable companies of 85.7% (with the
beta error of 14.3%) [10, p. 96]. In our opinion, this is a good result, but it is worth
acknowledging that the beta error of this model is quite significant and reducing it is an
important task for further research. Also, A.V. Matvijchuk in [10, p. 100-101] presents
the results of attempts to build neural network models of financial sustainability,
in particular, a classification accuracy of 98.6% was attained (100% — bankrupts,
97.0% — financially sustainable companies), which is a high result. It should be noted
that the constructed model used data from the pre-crisis period, that is, the period
before the decline of Ukraine’s economy in 2014-2015. In our opinion, one cannot
be sure that the resulting model still remains sufficiently effective and retains its
accuracy under the current financial and economic conditions in Ukraine. However,
this model demonstrates a high feasibility of using artificial neural networks to solve
the problem of classifying companies into “financially sustainable” and “potential
bankrupts”.

The article by O. L. Tymoschuk and K. M. Dorundyak [18, p. 26-28] presents
an artificial neural network for assessing the probability of a company’s bankruptcy.
The model uses the values of the company’s financial performance to attribute their
financial status to one of three classes: “1 — nothing threatens the company because
it is financially sustainable; 2 — there are certain financial difficulties, and a low
probability of bankruptcy; 3 — the company has a high risk of becoming bankrupt”
[18, p. 27]. The classification accuracy was 97.7%. It should be noted that for training
the neural network using the «supervised» method, the values of the source variable
(the class, to which the company should be attributed) were calculated “based on
the methodology of the Ministry of Finance of Ukraine” [18, p. 28]. It is worth
noting that this methodology, most likely, has its own error and aims at unifying
the estimation of the depth of the crisis in Ukrainian enterprises. Thus, when using
the presented model, the time of bankruptcy cannot be ascertained, nor the time
horizon can be established when the company will go bankrupt or retain its financial
capacity to continue operations. It should be emphasized that the construction of
this model also demonstrates the high suitability of neural networks to build models
of company financial sustainability, since it can reproduce with great precision the
relationships between the factors and the resulting variable, which are specified in
the above mentioned methodology of the Ministry of Finance of Ukraine.

It is worth noting other current researches related to economic and mathematical
modeling of financial sustainability. Thus, O.A. Levchenko’s article [19, p. 105-113]
presents a model for evaluating the financial sustainability of a leasing financing
mechanism based on Bayesian logistics models with a normal type of conditional
probability distribution. The article by V.M. Kuzyko and M.O. Mikhailuk [20,
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p. 24-30] proposes the use of a sixteen-component indicator of financial stability,
which, according to the authors, allows a thorough analysis of company financial
sustainability and reveal problems with business and warehouse inventories, as well
as with medium-term payables [20, p. 29].

There are also works proposing to use a taxonomic indicator as an integral
estimator when simulating financial sustainability [21, p. 199-207; 22, p. 195-199].

Despite the large volume of works on company financial sustainability, no studies
have been conducted to construct a model that could predict whether a company
would go bankrupt in a given time horizon. Such a research would be relevant for
Ukraine’s financial and economic conditions after the 2014-2015 crisis and would
have a rather high prediction accuracy. In particular, in our opinion, this problem has
not been sufficiently addressed from the point of view of constructing an artificial
neural network using a large number of versatile financial indicators.

An article [23, p. 86-91] considers the current interpretation of the concept of
financial sustainability and suggests that the term means the ability of a company to
withstand any financial threats that could lead to bankruptcy.

Another research [24, p. 112—-119] presents a first attempt of the author of this
article to construct a multifactor artificial neural network for the classification of
companies by financial sustainability. 21 financial indicators were taken as factors.
For training and testing the network, we used data from Ukrainian enterprises for the
early 2000s. As a result, a neural network was obtained with 100% accuracy in the
training sample and 88% in the test sample.

The purpose of the article is to build a fully connected three-layer artificial
neural network relevant for the current realities of the Ukrainian economy, which
could classify companies by the level of financial sustainability into “financially
sustainable ones” and “potential bankrupts”. The accuracy of the model’s work
should be determined.

Presenting the main content. First of all, for this type of research, particular
attention should be given to the quality of the dataset, which should be sufficiently
reliable and orderly. Using the neural network modeling method to classify
companies by financial sustainability, the models’ author should set such parameters
of the neural network’s design and training, which could provide the highest possible
classification accuracy. Some of these parameters can be chosen at the researcher’s
discretion. However, many of them, in our opinion, should be chosen through a
series of experiments.

A dataset was created that contains financial statements of 126 enterprises.
The annual reports of these companies start from 2015 and end with the statements
for 2017. Half of the observations are the companies’ statements submitted some
time before the court decision on their bankruptcy and the start of the liquidation
procedure. The other half are companies that for some time after the submission of
the statements were not declared bankrupts by the court. The date of bankruptcy
is the date of the court’s announcement of the commencement of liquidation
proceedings. For bankrupt companies, the time from the statement submission to
the start of the liquidation procedure varies from four months to three years. For
the financially sustainable companies, the time from the statement submission to
the time of inclusion of the observation in the dataset varies from one to three
years.
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A set of factors presented in the study [24, p. 116] was reviewed. It was decided to
leave a sufficient number of financial indicators in the order to preserve the versatility
in the neural network’s evaluation of the companies’ financial sustainability leave
the possibility to study the interchangeability of the indicators’ values if the company
is on the verge of financial stability, as presented in the work [25, p. 59-66]. Thus,
before the classifier was built, 17 financial indicators were adopted as neural network
factors:

1) asset mobility;

2) own working capital availability;

3) current assets turnover;

4) fixed assets turnover;

5) equity turnover;

6) financial dependency;

7) own capital maneuverability;

8) general liquidity;

9) fast liquidity;

10) accounts payable turnover;

11) coverage (general), (current liquidity);

12) asset coverage;

13) attracted capital concentration;

14) investments coverage;

15) fixed assets depreciation;

16) receivables turnover;

17) debt repayment with own capital.

The essence of the classification consists in drawing a boundary that separates
the observations of one class from the observations of the other one. In our case, the
number of factors is 17, which means that the boundary of financial stability must
be drawn in the 17-dimensional real vector space R'". For each of the companies
we have a set of financial indicators that act, in our model, as factors shaping the
vector of the coordinates of a point in the above described space. That is, each such
point describes the position of an individual enterprise in the space of financial
sustainability. Hypothetically financially sustainable companies form a set of points
that is generally sufficiently distant from the set of points describing a bankruptcy
enterprise, so that those two sets can be separated from one another by a particular
hypersurface. Such a hypersurface will be considered as the boundary of financial
sustainability. Hence the boundary of financial sustainability divides the above space
into two parts, that is, the semi-hyperspace of financial sustainability and the semi-
hyperspace of potential bankruptcy.

It should be emphasized that the main objective of this study is to achieve the
highest accuracy in the classification of companies. In this case, it was considered
appropriate to refuse to receive other information that may be provided by the

network when using this method. The function of such information can be performed
by the prediction of time before the bankruptcy or the likelihood of bankruptcy, as
demonstrated by A.V. Matvijchuk [9, p. 250-266].

To create and train the neural networks, software package STATISTICA 12
(including the built-in SANN package) was used. When attempting to construct
neural networks of different architecture as an activation function, on the hidden and
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output layers, combinations of the following functions were used: identical function,
logistic function, hyperbolic tangent, exponential function, sine, Gaussian. Given the
results of the large number of experiments on the construction of a neural network,
and also considering the results of the study [24, p. 117], it was decided to use the
hyperbolic tangent function as an activation function on the hidden and output layers,
since it was this function that provided the highest classification accuracy. So we can
say that the boundary between classes will represent a nonlinear hypersurface. The
search for the specified boundary is that after finding it, the maximum number of
companies will be in the semi-hyperspace to which they belong. Thus, our goal is to
search for a function or equation that sets the position of the boundary of financial
sustainability. Such a function or equation can be obtained by applying the method
of artificial neural networks.

The main options that define the architecture of the artificial neural network and
its training methods are the following:

* neural network type: multilayer perceptron (MLP), radial basis function

(RBF);
» error function: sum of squares, cross entropy;

* activation functions:

— in the hidden layer;
— in the input layer;

* number of hidden layer neurons;

* training algorithm:

— type of algorithm: gradient descent method, Broyden—Fletcher—
Goldfarb—Shanno method (BFGS), conjugate gradient method;

— number of training cycles;

— training speed;

— momentum;

» parameters of initial weight initialization;

* stop training criteria.

Although some of the values of these parameters can be chosen by logical
assumption, based on the features of the object of simulation, the choice of others can
be made mostly relying on the results of experiments on the construction of neural
networks with different combinations of these parameters. The best combination was
considered to be the one that provides the highest classification accuracy.

As a result of a series of neural network experiments in STATISTICA 12
package and based on a number of logical judgments, it was concluded that the best
parameters to build artificial neural network that classifies companies as “financially
sustainable” and “potential bankrupts” will be the following:

network type: multilayer perceptron (MLP);

activation function of the hidden layer neurons: hyperbolic tangent (tanh);

error function: sum of squares of the error (SOS);

training algorithm: Broyden—Fletcher—Goldfarb—Shanno method (BFGS);

initialization of weights: normal randomization, mean: 0, variance: 0.1.

The distribution of the dataset from 126 observations into sub-samples was each
time conducted in the following proportion: training sample — 70%, testing sample
— 15%, and validation sample — 15% of observations. In each of the sub-samples,
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the proportion of 50% sustainable companies and 50% bankrupts was maintained.
Distribution into sub-samples was random. The dataset distributed into sub-samples
was used in a number of experiments to find the best parameters of the neural network.
During these attempts, there were situations where a randomly distributed dataset
was not suitable for neural network training, which was reflected in the absence
of models with approximately identical classification accuracy in each sub-sample
(training, testing, and validation). In such cases, it was acknowledged that the dataset
was poorly distributed, and the drop in accuracy was probably caused by accidental
occurrence of similar observations in one sub-samples with a simultaneous lack
of such examples in other sub-samples, which made it impossible for the network
to perform high quality training, testing or validation. If such a situation occurred
during the experiments, the dataset was again randomly distributed into new sub-
samples, and the experiments were repeated and continued. But each time testing,
training, and validation were performed on different observations of the dataset.

After many attempts to construct neural networks, the best of them was chosen,
which showed the highest classification accuracy. It should be noted that during
the training of an artificial neural network, the classification accuracy is expressed
simultaneously by three values:

» classification accuracy on the training sample;

» classification accuracy on the testing sample;

» classification accuracy on the validation sample.

The ideal result is 100% accuracy, whose achievement means that during the
training we managed to draw a boundary (in our case a hypersurface) between
observations of classes in such a way that each company is in the half-space
where only representatives of its class are located. However, we must understand
the complexity of this task, the great variability of the situation at real economic
entities, the limited possibilities of approximation, and so on. Thus, each of the
above indicators of accuracy reflects what share of companies find themselves in
their respective semi-hyperspace after the completion of the network training.

Accuracy of the classification of observations in the training sample reflects how
well the boundary between classes separates the observations of the different classes
that are known during the training, on which the adjustment of the neural network
weights takes place. Accuracy of the classification on the testing sample shows the
highest accuracy attained during the intermediate testing of the error during training.
Accuracy of the classification on the validation sample indicates the share of compa-
nies in the validation sub-sample correctly classified after the completion of training,
that is, unknown during neural network optimization.

When choosing the best neural network, one should require small variations
between these three estimates. There is no point in choosing a network that has a
high classification accuracy on the training sample and a low accuracy on the test
or validation sample. Such a combination of estimates indicates that the boundary
for financial sustainability was drawn well for the training sample, but such a neural
network is not able to classify new, unknown companies, which is actually its main
task. Low classification accuracy on the training set with high accuracy on the vali-
dation sample indicates the inconsistency of the boundary to the majority of obser-
vations, since the share of observations of the training sample in our study is 70%
of the total sample. Low accuracy on the testing sample with high other estimates is
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surprising and most likely due to unfortunate coincidence that occurs during the dis-
tribution of observations into sub-samples for training, testing, and validation. Low
scores on all sets indicate the network’s inability to classify with sufficient accuracy.
High and close estimates of classification accuracy in all sub-samples indicate that
the obtained neural network accurately classifies most observations than we have in
our research, classifies well the observations unknown during training, and provides
confidence that during random distribution into the sub-samples of training, testing
and validation there were no random conflux of similar observations in one of the
sub-sample, that is, the distribution of different variants of observations occurred rel-
atively evenly among the sub-samples of training, testing and validation. Otherwise,
when there is conflux in one of the sub-samples, or if there are no representatives of
one or other types of observations in one sub-section, we will have large deviations
between the indicators of classification accuracy in the sub-samples of training, test-
ing and validation, and cannot be sure in the quality of the obtained model.

During the construction of the neural network, it was decided to use two neurons
at the output layer. During the network’s working, the first one should actively respond
in case of financially sustainable companies, and the second one— if the company is
a potential bankrupt. When using two neurons on the last layer in our model, when
estimating each observation that is unknown during the training, two hypotheses are
put forward: 1) the enterprise is financially sustainable; 2) the enterprise is a potential
bankrupt. It is clear that in reality these hypotheses are alternative to each other. Nev-
ertheless, given that in most cases the estimation of financial sustainability cannot be
made with one hundred percent accuracy, in assessing one company, each of the two
options is considered separately. In this case, for each estimation variant, its own level
of reliability of the fact that the company belongs to particular class is calculated. After
that, the output signals of the neurons of the last layer are compared, and the company
is assigned to the class, whose neuron acquires the larger output value. In other words,
the estimate is made in accordance with the hypothesis that the neural network recog-
nizes the more reliable one.

Thus, during the network training, each bankrupt company is assigned corre-
sponding values of the neurons of the output layer: bankrupts class y = I, sustain-
able companies class y = —1. And if the company is financially sustainable, then y,
=-1,and y = 1. At the same time, after the current network has undergone training,
the model does not always return exactly such values. In practice, they range from
—1 to 1. It should be noted that the sum of these values is often not equal to 0, that is,
the value of one of the neurons of the output layer is not an antagonistic reflection of
the value of the other one. That is, classifying a company, the network can not only
find in it features that are characteristic of financially sustainable companies, but also
identify signs of possible bankruptcy. In this case, the enterprise belongs to the class
to whose representatives it is more similar. It is also worth noting that the individual
features by themselves of a company’s financial sustainability can indicate both that
it is bankrupt and that it is financially sustainable. The decisive factor in this case is
the combination of these features with other financial parameters of the company. In
our view, the use of a neural network with a single neuron at the output layer reduces
the model’s ability to evaluate the impact of different variants of factor values, but
further studies can compare the accuracy of models with two neurons at the input
layer with one-neuron models.
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Thus, out of the whole set of neural networks that we built, the MLP 17-5-2 was
chosen, which contains five neurons in the hidden layer (Fig. 1). Its accuracy on the
training sample is 91.11%, on the test sample — 94.44%, and on the validation sample
—94.44%. During the training, it took 48 cycles using the BFGS algorithm.

The result of the classification of companies by financial sustainability is de-
fined as follows:

5

[ 17 T
Vs=f Z f(z[xi,l'W:',j]+ﬂj)'T?j,s +ds |, (1)

j=1l

5 [ 17 1
Yo=1 Z f(Z[xr,l'W:‘,j]+ﬂj)'1?j;h +dp |, (2)

J=1l \i=a
pPl=———-1 3
fp [ 2ok 1 (3)
sustainable, y; =y -
z(Vs, Yp) = [ bankru’pt . Ve <V’ (4)

where *i.1 is input signal, which is transmitted by the neuron ¢ of the first layer
and reflects the value of the financial indicator that corresponds to this neuron;

] —hidden layer neuron index;
Wij _ the weight of the synaptic connection between the neurons ! and J of

the input and hidden layers; and
@} bias of the sum of signals of the hidden layer neurons;

ds and b biases of aggregators of the input layer neurons (the neuron cor-
responding to financial sustainability and that corresponding to the risk of bank-

ruptey);

s andb — denote the neurons of the output layer (* — sustainable, b _ bank-
rupt);

Vjs and Vi.b - the weights of synaptic connections between the neurons of
the hidden (J ) and output (§ and b ) layers;

Vs and Yb - calculated signals of the output layer neurons;

P — the sum of the weighted input signals of the neuron using the aggregator’s
bias;

Kk _ coefficient of compression-stretching;

fp)_ hyperbolic tangent function;

Z _ the conclusion of the neural network on the financial sustainability of the
represented company.
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Fig. 1. Fully connected neuron network of direct propagation
Source: developed by author.

In Table 1, we can see that out of 90 training sample companies, 82 are classified
correctly, of which 42 are bankrupts and 40 are financially sustainable companies.
Thus, the classification error in the training sample is 8.89%. The o-error was 11.11%
and B-error was 6.67%. Thus, we understand that when drawing the boundary of
financial sustainability separating bankrupts from financially sustainable companies,
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we could not mathematically set a hypersurface that would correctly separate
absolutely all representatives of the sets. As we can see, five financially sustainable
companies are in the semi-hyperspace of bankrupts, and three bankrupts are in the
semi-hyperspace of financial sustainable companies. The described error levels
indicate a certain mathematical imperfection of the boundary, but, given the accuracy
of the classification on the training set (91.11%), we can consider them acceptable.

Table 1
Detailing the classification accuracy in the training sample
Financially
Indicator Bankrupts sustainable com- Total
panies
Total observations 45 45 90
Correctly classified 42 40 82
Erroneously classified 3 5 8
Correctly classified, % 93.33 88.89 91.11
Erroneously classified,% 6.67 11.11 8.89

Source: developed by author.

From Table 2 we can see that while conducting intermediate testing during the
training, we managed to reach an error of 5.56%, which testifies to the high accuracy
of classification. We can see that we only failed to correctly classify one of the 18
companies, which was actually bankrupt, but was classified as financially sustainable
one.

Table 2
Detailing the classification accuracy in the test sample
Financially
Indicator Bankrupts sustainable com- Total
panies
Total observations 9 9 18
Correctly classified 8 9 17
Erroneously classified 1 0 1
Correctly classified, % 88.89 100.00 94.44
Erroneously classified,% 11.11 0.00 5.56

Source: developed by author.

According to Table 3, which reflects the error structure in the validation sub-
sample, when working with unknown companies during the training stage, the
neural network correctly classified all financially sustainable companies, and only
made one error in the classification of nine bankrupt companies. The classification
error of new companies, which were unfamiliar for the network amounted to 5.56%,
which is a high result.
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Table 3
Detailing the classification accuracy in the validation sample
Financially
Indicator Bankrupts sustainable com- Total

panies
Total observations 9 9 18
Correctly classified 8 9 17
Erroneously classified 1 0 1
Correctly classified, % 88.89 100.00 94.44
Erroneously classified,% 11.11 0.00 5.56

Source: developed by author.

In Table 4 we can see how accurately the financial sustainability is defined in
all our observations. Of the 126 enterprises, 116 are classified correctly. Thus, the
classification accuracy is 92.06% (both Sen (sensitivity) and Spe (specificity) are
92.06%). That is, the a- and B-errors are 7.94%. This means that, in the general
population of Ukrainian companies, the neural network will classify, with equal
accuracy, both potential bankrupts and financially sustainable companies with an
accuracy of 92.06%, which we consider a sufficiently high result.

Table 4
Detailing the classification accuracy in the general sample
Financially
Indicator Bankrupts sustainable com- Total

panies
Total observations 63 63 126
Correctly classified 58 58 116
Erroneously classified 5 5 10
Correctly classified, % 92.06 92.06 92.06
Erroneously classified, % 7.94 7.94 7.94

Source: developed by author.

If we look at the receiver operating characteristic curve (ROC curve) of the
obtained neural network (Fig. 2), we will see that there are possibilities to adjust it
to 100% sensitivity or to 100% specificity (or close to 100%). However, it is obvious
that an increase in one of these characteristics would cause the other one to fall.

Sensitivity ratios are used to understand the relative importance of neural
network variables. Each coefficient is calculated as the ratio of the network error in
the absence of the factor to the network error with the available input. If this ratio is
less than or equal to 1, the network will actually work better if this factor is excluded
from the set of variables.

The most influential factors of financial sustainability in the obtained model
were the following indicators: financial dependence, concentration of attracted
capital, coverage (general), accounts payable turnover, and asset coverage. This is
evidenced by the coefficients of sensitivity of the target indicator to the change in the
factors’ values (Fig. 3).
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Receiver Operating Characteristic (ROC) Curve
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Fig. 2. The ROC curve of the obtained rule of companies classification by
financial sustainability

ource: developed by author.
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Fig. 3. Sensitivity of financial sustainability to changes in the factors’ values
Source: developed by author.
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It should be noted that exactly such values of the sensitivity coefficients can be
conditioned, among other things, by the composition of the presented set of financial
indicators. The point is that some indicators are dependent on each other because their
values are calculated using the same financial statements. For example, calculations
of the indicators of asset mobility and maneuverability of own capital involve using
the volume of non-circulating assets, indicators of the turnover of circulating assets
and turnover of fixed assets (net income from sales, etc.). Thus, changes in the values
of these indicators are interrelated, and therefore, the impact of the value of each
of them on a company’s financial sustainability appears lesser than it actually is.
However, given the sustainability of neural networks to multicollinearity, such a set
of indicators can well be used. The order of influence shown in Fig. 3 demonstrates
how important each factor is in itself in this model, and how indispensable it is. The
indicators with the lowest sensitivity are the most interconnected ones, which means
that when trying to reduce the number of factors, they cannot simply be dropped
one by one as the sensitivity increases. When reviewing a set of factors, at least
one representative from each group of related indicators should remain, otherwise
the neural network will lose the ability to detect the effects described by the group
of such indicators, which may result in the loss of classification accuracy. It should
be noted that none of the factors in the model has a corresponding sensitivity factor
of less than 1, indicating that none of them reduces accuracy, and the exclusion of
any of them, will the loss of any of them will lower the accuracy. However, this
circumstance is only relevant for this network, hence further research may attempt to
construct new networks, except for some of the factors with the lowest sensitivity.

Conclusions and prospects for further research

A neural network of company classification by financial sustainability has been
built. At the input, the network accepts 17 financial indicators of the company, and
at the output it attributes the company either to the class of financially sustainable
ones or to the class of bankrupts. The classification accuracy of the network is
92.06%, the a- and B-errors are 7.94%. The nature of the dataset used to create the
network makes it possible to argue that a model has been obtained that is capable
of providing a sufficiently accurate estimates of the company’s ability to maintain
financial sustainability for one year or the possibility of its bankruptcy during three
years after the date of the annual financial statement, whose data serve as a basis for
the estimation.

In the future it is worth trying to construct a neural network with one neuron on
the input layer and to compare the accuracy of such a network with the accuracy of the
model presented in this article. It may also make sense to conduct new experiments
to reduce the number of factors by excluding the least sensitive input variables of
the presented network, which could simplify the model without losing classification
accuracy.
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MOJEJIOBAHHSI ®IHAHCOBOI CTIMKOCTI IIJIIPUEMCTB 3A
JIOMOMOTI'OIO ITYYHUX HEMPOHHUX MEPEX

Y pUHKOBUX YMOBaX MiAMPUEMCTBA IEPEUMAIOTHCS HE TUTHKH BEJIMUUHOTO TIPH-
OyTKy, a ¥ (hIHAHCOBOIO CIIPOMOYKHICTIO JIO MPOIOBKEHHS IisSTBHOCTI. 3MaTHICTh
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KOMIaHii MPOTUCTOSITU 3arpo3i OaHKPYTCTBAa CTAHOBUTH HEBIJ'€MHY YMOBY TpHBa-
J0r0 (PyHKIIOHYBaHHS Ta CTAJIOro po3BUTKY. PiHaHCOBA CTIHKICTh MiAIPHEMCTBA —
CKJIaJiHa XapaKTepUCTUKA, SIKy HEMOXJIMBO OMHCATH 32 JOIOMOTOIO0 OIHOTO MpO-
CTOTO TIOKa3HUKa. B cydacHMX ymoBax JUIs AiarHOCTyBaHHS (iHaHCOBOI CTIMKOCTI
BUKOPHCTOBYETHCSI KOMIUIEKCHUM aHaJIi3 13 BAKOPUCTAHHSIM Pi3HUX (DiHAHCOBHX I10-
Ka3HUKIB. Y pasi HOro mpoBeieHHS JIIOAMHOIO TaKa OL[iHKa MOke Oy TH Cy0'€KTHBHOIO
Ta 3aJIe)KaTUMeE Bij piBHA KBamiikalii 1 KOMIETEHTHOCTI aHAIITHKA.

J1st noOyI0BM €KOHOMIKO-MaTeMaTuyHoI Mozieni (iHaHCOBOT CTIHKOCTI MiANPH-
€MCTB, sIKa MOKJIMKaHa BIUJIYYUTH JIFOACHKHHA (PaKTop, MiABUIINTH MIBUAKICTD Ta TOY-
HICTb JiarHOCTYBaHHS 3arpo3H OAHKPYTCTBA Y CTATTi MPOMOHYETHCS BUKOPUCTATH
WTY4YHi HeHpOHHI Mepeski. HaBoauThCs mpukias Takoi MO, 10 € aKTyaJIbHOIO JUIS
YKPaiHCBKUX KOMIIAHIM y Cy4acHHMX yMOBax Iicis eKoHOMiuHOi kpu3u 2014-2015
pp- A MmonentoBanHs GpiHaHCOBOT CTIHKOCTI Oys10 MOOYJ0BaHO TPUPIBHEBY IITYUYHY
HEHpPOHHY MEpEeXky MPSIMOTO PO3MOBCIOIKEHHS. fIK BXigHI ()aKTOPH MPOMOHYETH-
Cs1 BAKOPUCTOBYBATH 17 (iHAHCOBHX IMOKa3HHKIB, L0 JOMOMAraloTh IKHAMIIOBHILIE
OLIHUTH (DIHAHCOBY CTIHKiCTh MinpueMcTBa. [IpoBeneHe nociiaKeHHs OKa3ye, 1110
nepeadadeHHs] OaHKPYTCTBA 3 BUCOKOIO TOUHICTIO MOXKJIMBE B YaCOBOMY TOPH30HTI
JI0 TPHOX POKIB 3 MOMEHTY nofadi piunoi ¢inancoBoi 3BiTHOCTI. OTpUMaHa MOAETH
JI03BOJISIE HE TUIBKHU JOCTaTHHO TOYHO KIacU(iKyBaTH MiANPHEMCTBA Ha «iHAHCOBO
CTIMKI» Ta «IOTEHUIHHI OaHKPYTH», a H BIIKPUBAa€E MOKIMBOCTI 100 MPOBEICHHS
MOAANBIINX JOCIiIKEeHb B3a€EMO3AJICKHOCTI 3HaYCHb (PIHAHCOBUX MOKA3HUKIB MPH
30epekeHHI MeBHOTO piBHA (PiHaHCOBOI cTiiikoCcTi. Monens Moke OyTH KOPHCHOIO
JUIs1 KPEAUTHO-(1HAHCOBUX yCTAHOB, IHBECTHLIHHUX (QOH/IB, ayTUTOPCHKUX KOMIIa-
Hill Ta caMUX MIANPUEMCTB 33151 BYACHOTO TepeJ0aueHHs 3arpo3u OaHKPYTCTBA.

Knwuoei cnoea: ¢inancosa CTiMKiCTb, OaHKPYTCTBO, HEHPOHHI MEpexi,
EKOHOMIKO-MaTeMaTH4He MOJICIIOBaHHS, Kiacu(ikalisi, JiarHOCTHKa OaHKPYTCTBa,
(hiHaHCOBI OKA3HUKH, MeXka (iHAHCOBOI CTIMKOCTI, HEHPO-MEPEKEBE MOJICIIIOBAH-
HSl, IEPCENTPOH, HEUPOH, M AMPUEMCTBO
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MOJIEJIMPOBAHUE ®UHAHCOBOMN YCTOMYUBOCTHU
MPEINPUSITUIM [TPU IIOMOILIU UCKYCCTBEHHBIX
HEMPOHHBIX CETE

B PBIHOYHBIX YCJIOBHUAX NPCANPUATUA 03a004YeHBI HE TOJIbKO BEIHYUHOU
HpI/I6BIJ'II/I, HO U (I)I/IHaHCOBLIMI/I BO3MOXHOCTAMU [JIA MPOAOJIKCHUSA ACATCIIb-
Hoctu. CroCcOOHOCTH KOMITAHUU MMPOTUBOCTOATL YT'PO3€ 6aHKpOTCTBa SBJISACT-
Csd HCOTBCMJICMBIM YCJIIOBUEM JJIUTCIBHOI'O (l)yHKL[HOHHpOBaHI/IH u YCTOI\/'IIII/IBOI‘O
pa3BUTUA. duHaHCcOBasg yCTOI\/'ILII/IBOCTB OpeAnpuATrUs — CIOXHAad XapaKTCPUCTHU-
Ka, KOTOPYIO HEBO3MOXHO OIKUCAThb C MNOMOIIBIO OAHOI'0 IMPOCTOr0 IMOKAa3aTeid.
B COBPEMCHHBLIX YCJIIOBHUAX OJId AUATHOCTHUPOBAHUA @HH&HCOBOIZ yCTOﬁqHBOCTH
HCIIOJIB3YCTCHA KOMILICKCHBIN aHaIN3 C UCIIOJb30BAaHUEM Ppa3iinvIHbIX Q)HHaHCOBI:IX
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nokaszareneil. IIpy ero mpoBeACHHWH YENOBEKOM TaKas OLCHKa MOXKET ObITb
CyOBEKTUBHOW U 3aBUCETHh OT YPOBHS KBaTU(PUKALNK U KOMIIETEHTHOCTH aHaJH-
THKA.

st mocTpoeHUs] YKOHOMHMKO-MAaTeMaTHYECKOH Mojaenu (MHAHCOBOW YCTOM-
YUBOCTH TNPENNPUSATHH, 3ajada KOTOPOH — HMCKIIIOYUTH YEIOBEUECKUH (akTop,
MOBBICUTH CKOPOCTh M TOYHOCTH JHUATHOCTHPOBAHMS YIPO3bl OAHKPOTCTBA, B CTa-
ThE MPEJIAraeTCsl UCIOJIb30BAHNE MCKYCCTBEHHBIX HEHPOHHBIX cereil. [IpuBoaut-
Csl MpUMEp TaKOH MOJEINH, KOTOpasi BeChbMa aKTyalibHa JIIsl YKPAUHCKUX KOMITaHUH
B COBPEMEHHBIX YCIIOBUSX IMEPHOA, CIAEAYIOIIETO 32 AKOHOMUYECKUM KPHU3HCOM
2014-2015 rr. Ans MmonenupoBaHusi GUHAHCOBOH yCTOWYMBOCTH OBLIO TOCTPOCHO
TPEXYPOBHEBYIO HCKYCCTBEHHYIO HEHPOHHYIO CETh MIPSIMOTO PaclpOCTPAHEHMSI CUT-
Hana. B kagecTBe BXOASIINX (haKTOPOB MPEJIaraeTcs NCHONb30BaTh 17 pUHAHCOBBIX
oKa3aresnei, KOTopble MOMOTraroT Hanbosee MOJIHO OLEHUTh (PUHAHCOBYIO yCTOHYH-
BOCTb IpeanpusaTus. [IpoBeneHHoe uccnenoBaHue 1EMOHCTPUPYET, YTO C BBICOKOM
TOYHOCTBIO MpeICcKa3aTh OAaHKPOTCTBO BO3MOKHO BO BpEMEHHOM TOPHU30HTE 10 TPEX
JIeT ¢ MOMEHTA [T0Jja4M ToA0Bol GprHaHCOBON oTyeTHOCTH. [TomydyeHHast Mozaenb Ho-
3BOJISIET HE TOJBKO JTOCTATOUYHO TOYHO KJIACCHM(HUIMPOBATH MpEeanpHUsITHs Ha «(u-
HAHCOBO YCTOHYMBBIC» U «IOTCHLUHUAIbHBIC OAaHKPOTBHD», HO U OTKPBHIBAET BO3MOXK-
HOCTH TPOBEACHUS JAaJbHEHIINX HCCIEIOBaHUM B3aMMO3aBHCHMOCTH 3HAYCHUH
(hMHAHCOBBIX MOKa3aTeJIel MPU COXPAHEHHH ONPEIEICHHOTO YPOBHS (PMHAHCOBOM
yCTOWYMBOCTH. MOIeIb MOKET OBITh MOJIE3HOM 1151 KPEIUTHO-(DHHAHCOBBIX YUPEK-
JeHUH, MHBECTHLMOHHBIX (DOHIOB, ayTUTOPCKUX KOMIAHUN M CaMHX MPEAIPHUITHH,
4TOOBI CBOEBPEMEHHO BBISIBUTH YIPO3y OAHKPOTCTBA KOMITAHHH.

Knroueswie cnosa: hvnaHcoBast yCTOMYNBOCTH, 0AHKPOTCTBO, HEHPOHHBIE CETH,
9KOHOMHKO-MaTeMaTH4eCcKoe MOJICIMPOBaHUE, KiIaccu(uKanys, TMarHocTuKa OaH-
KpOTCTBa, (DMHAHCOBBIC MOKA3aTeIH, Mpeaes (UHAHCOBOH yCTOHYMBOCTH, HEHPO-
CETEeBOE MOJIENIMPOBAHHUE, IEPCENITPOH, HEUPOH, MPEANIPHUITHE
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