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Effective Investment Decision for Fixed Assets Management

Abstract. Introduction. Constant changes in economic and political situation create more stringent conditions for the
survival of modern businesses while requiring effective management of the enterprise’s life cycle and also investing in a simple and
expanded reproduction of fixed assets. An enterprise like any socio-economic organism needs constant development, growth and
renewal, only these conditions ensure its competitiveness. Theoretical and methodological aspects of selection and evaluation of
the investment decisions’ efficiency are constantly the focus of scientific world attention. However, it should be noted, the issues of
choosing the most rational ways and stages of making an effective investment decision to manage the reproduction of fixed assets
of the enterprise are not thoroughly studied, thus, they need further efforts to develop new proposals to improve their quality and
prevent possible risks.

Purpose. The purpose of the article is to study the factors and stages of making the appropriate investment decision to
reproduce fixed assets with efficient use of resources.

Results. The aspects of effective investment decision making for reproduction of fixed assets management are researched.
It is proved that the attraction of sources of financing investment decisions is influenced by objective and subjective factors. The
stages of making an investment decision in order to select the optimal sources of financing of the investment project are
substantiated. It is found that the decision on the reproduction of the enterprise’s fixed assets should be comprehensive and aimed
at both tangible and intangible components.

Conclusions. Use of managerial approach in the process of reproduction of fixed assets investment lets making effective
investment decision, which is implemented through some stages with appropriate methodological support. Taking into account
the objective and subjective factors influencing the efficiency of the investment decision will help to avoid difficulties in managing
the reproduction of fixed assets in the long run. The choice of financing source for an investment project is the most important
management decision. The decision to reproduce the fixed assets of the enterprise should be comprehensive and aimed at both
tangible and intangible components. The managerial decision may be considered as effective if it is directed to achieve the resource
efficiency, obtained as a result of development and implementation of the investment decisions, where financial and material
investments, qualified personnel, etc. can act as resources. This requires making and implementation of such decisions by qualified
managers provided that the sequence of the stages would be followed, including collection of information, decision-making and
ensuring effective implementation of the investment decision.

Keywords: fixed assets; investment; reproduction; efficiency; management.
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EdekTHBHe iHBecTHUIliliHE pilleHHA 040 yNpaB/IiHHA BiTBOPEeHHSM OCHOBHMX 3aC06iB

AHomayis. [locmiiiHa 3MiHa eKOHOMIYHOT ma noaimuyHoi cumyayii cmeoproe HopCmKiwi yMo8U BUHCUBAHHS CYUACHUX
cy6’ekmie 20cnodapro8aHHs, BUMA2ANHU NPU YbOMY HASIBHOCMI ehekmUBHO20 ynpasAiHHA HUMMesUM YUKJAOM nidnpuemcmsa,
npocmozo i po3wupeHozo 8idmeopeHHs1 0cHO8HUX poHdis. [lionpuemcmeo sik 6ydb-sKUll COYianNbHO-eKOHOMIYHUL OpeaHi3m
nompe6ye nocmitiHo2o po38UMKY, 3POCMAHHA MA OHOB/AEHHS, MIAbKU 8 UboMy 8unadky 3abesnevyemucsi 1020
KOHKypeHmocnpomodscHicme. Teopemuuni ma memodo.ioeiyHi acnekmu eid6opy ma oyiHku egpekmusHocmi iHeecmuyiliHux
piwieHb 3Haxodssmbubcsi nocmiliHo y yeHmpi ygazu HAyKko8o2o c8imy. 3a3Ha4eHo, Wo NUMAaHHs 8ubopy Halbiabw payioHAAbHUX
w/sixie ma emanie npuliHammsi epekKmueHo20 iHeecmuyiliHo2o piweHHs1 Wodo ynpasaiHHs 8i0MmeopeHHsIM 0CHOBHUX 34c06i8
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nidnpuemcmea docaidxceHi HedocmamHbo, moMmy nompefyrmb nodanbWux 3ycu/db 3d HANPSIMOM pPO3POOJAEHHST HOBUX
npono3uyiti wyodo nidsuweHHs ix sKocmi ma nonepeodiceHHs MOHCAUBUX PUSUKIE.

Mema cmammi nossezae y docaidxcenHi pakmopie ma emanie npuliHamms eidnosidHozo iHeecmuyiliHo2o piwleHHs
300151 8i0meopeHHs1 0CHOBHUX 3ac06i8 3 efeKkMmuUBHUM BUKOPUCMAHHAM pecypcie.

Jocaidxceno acnekmu nputiHammsi ehekmugHoz20 iHEecmuyiliHo20 piweHHs w000 ynpasaiHHs1 8i0MEOpeHHsIM
0CHOBHUX oHdie nidnpuemcmsa. [logedeHo, wjo 3a1y4eHHs dxcepen PiHAHCYBaHHs iHBecmuyiliHuX piuweHb 8id6ysaemucs nid
8Nn/UBOM 06’ekmusHUX i cy6’ekmugHux akmopis. O6rpyHmosaHo emanu npuliHammsl iHeecmuyiliHo20 piWleHHs 3 Memoro
8ubopy onmumaabHux dicepesa piHaHcysaHHs iHeecmuyiliHozo npoekmy. BcmaHoseseno, wo piweHHs wodo 8idmeopeHHs
ocHosHUx (poHdie nidnpuemcmed NOBUHHO 6YMU KOMNJAEKCHUM U cnpsamosysamucsi K HA MmamepiaabHy, mak [ Ha
HeMamepianbHy iX cka1adosy.

3acmocysaHHsi ynpagaiHcbkozo nidxody y npoyeci iHeecmysaHHsi 8i0meopeHHs1 0CHOBHUX ¢poHdie nidnpuemcmaa
doseoss1€ npuliHamu egpekmugHe iHeecmuyiliHe piwleHHs], Wo 8i06ysaemuvcsl y deKinbka emanie 3 8idno8ioHUM MemodUYHUM
3a6e3neyeHHsIM. BpaxysaHHs 06’'ekmusHUX ma cy6’ekmugHux gakmopis enaugy Ha ehekmugeHicms iHeecmuyiiliHo2o piuieHHs
cnpusimume yHUKHeHHI CKAA0HOWi8 8 ynpas. iiHHi 610meopeHHsIM 0CHO8HUX hoHIi8 Ha do8zocmpokogull nepiod. Bubip dxcepeaa
diHaHcysaHHs1 TH8ecmuyiliHO20 NPOEKMy € HAUOIIbW B8ANCAUBUM YNPABAIHCbKUM pIWEHHAM. YnpasjiHcbke piuleHHs
88aJCAEMbCS ePeKMUBHUM Y pa3i CNPAMYB8AHHA 1i020 HA 00CA2HEHHS pecypCHOI pe3y1bmamusHocmi, ompumMaHoi 3a nidcymkamu
po3pobKu i peanizayii ineecmuyiliHux piweHs, de 8 skocmi pecypcie Mojicyms gucmynamu iHaHco80-MmamepiaabHi 8KAA0EHHS,
keasigpikosanull nepconan moujo. Came 0451 Yybo2o nompibHe npuliHamms i peanizayisi daHux piweHb KeasigikosaHumu
Kadpamu 3a ymogu dompumMaHHs hocaidogHocmi emanis, ekauarovu 36ip iHpopmayii, yxeaseHHs piuieHHss ma 3a6e3neyeHHs1

epeKmu8H020 BUKOHAHHS iHBecmuyiliH020 pilleHHS.

Kamwouoei cnoea: ocHosHi hoHdu, iHeecmuyii, gidmeopeHHs, epekmueHicmb, ynpasaiHHslL.

Setting of the problem. Constant changes in economic
and political situation create more stringent conditions for
the survival of modern businesses while requiring
effective management of the enterprise’s life cycle and
also investing in a simple and expanded reproduction of
fixed assets. An enterprise like any socio-economic
organism needs constant development, growth and
renewal, only these conditions ensure its
competitiveness.

Analysis of recent research and publications. The
questions connected to the methods of investment
decision formation were considered in the works of such

researchers as O.Burban, H.Haidai, V.Klochan,
A. Kozlovskyi, A. Kravchun, O. Malykhina, . Marekha,
0. Novikov, N. Sirenko, V. Shebanin, etc.

For example, H.Haidai considers that the

development of the enterprises’ of investment activity
strategy depends directly on the investment potential,
which creates possibilities to determine the priority areas
of investment activity for the long term within time
horizons with an acceptable probability [2].
Marekha I. concentrates his attention on the evaluation of
investment quality when substantiating the investment
decisions [7]. A group of researchers led by O. Malykhina
deepens the understanding of the effectiveness of
management accounting system and budgeting in the
development and realization of the investment decision,
determining the main stages of its implementation [6].
A. Kozlovskyi considers decision-making tools for the
implementation of the investment project. The author
systemizes the approaches to evaluation of the
investment risks and making an informed management
decision [4]. N. Sirenko and K. Mykuliak by the research of
the indicators of investment support for the development
of the agricultural sector and their rationalization adopt
increasing the potential of funding sources for
modernization of production and diversification of
agricultural enterprises [11]. Burban O. and I. Kryvovjaziuk
reveal an integration approach to identifying the impact

of the external environment on the effectiveness of
investment decisions [1]. V. Shebanin, O. Novikov and
M. Karpenko substantiate expediency of investing
resources in the introduction of sprinkler irrigation of land
in agricultural enterprises by the results of the calculations
of capital investments performed [12]. The development
of an enterprise based on the built economic model and
the criteria of agricultural production optimization are
determined by N. Sprynchuk, I. Voronetska, H. Korniichuk,
and O. Kravchuk [13].

Therefore, theoretical and methodological aspects of
selection and evaluation of the investment decisions’
efficiency are constantly the focus of scientific world
attention. However, it should be noted, the issues of
choosing the most rational ways and stages of making an
effective investment decision to manage the reproduction
of fixed assets of the enterprise are studied insufficiently,
thus, they need further efforts to develop new proposals
to improve their quality and prevent possible risks.

The purpose of the article is to study the factors and
stages of making the appropriate investment decision to
reproduce fixed assets with efficient use of resources.

Statement of major material. In modern world the
management of an enterprise may be efficient only if the
principles established in accordance with the laws of
social reproduction are a reflection of the internal
relationships and interdependencies of the system. The
complex of economic relations arising in the process of
production, distribution exchange and consumption
influences the whole process of reproduction contributing
to the goals of the social system.

Each production process assumes the presence of
interacting elements — labor resources and means of
production (means and objects of labor). The basis of the
means of labor of economic entities are fixed assets
(capital, materialized in buildings, structures, machines,
equipment, operating in the production process for a
significant period of time, which serves several production
cycles). Thus, in the managerial approach to the issue of
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the reproduction process the simple fixed assets
reproduction means restoring their  usefulness
(productivity, cost of production) to the initial level, that
is, at the time of purchase, moreover, there is no
significant increase in the value of fixed assets; expanded
reproduction of fixed assets is an increase in their
usefulness through modernization, to a level higher than
the initial one (at the time of purchase), in particular.

The outlined types of fixed assets of the enterprise
reproduction are effective for various degrees of their
wear, but expanded reproduction of fixed assets is
possible provided their simple reproduction. The initial
process of investing in the reproduction of the
enterprise’s fixed assets within the management
approach is based on making an effective investment
decision, conducted in several stages, each of which has
its own basis of effective methodological support (Fig.).
However, in order the constant and orderly development

of the system to take place and the process of
reproduction to be subject to effective management
providing achievement of the set goals, it is necessary to
influence the control levers of the system and the process
of reproduction which are investment processes in
reproduction of the enterprise’s fixed assets, so making
effective investment decisions is necessary.

Let's note, that in the general sense a decision is
considered as a conscious and volitional act, both at the
level of the person and the business entity, which provides
a choice between alternative options for possible
behavior in the process of achieving a specific goal [5]. An
investment decision is characterized by such basic
features, as 1) focus on long-term benefits; 2) strategic
nature, which is manifested in the long term
implementation; 3) a significant level of costs,
accompanied by corresponding risks [1].

STAGES METHODS OF IMPLEMENTATION
A 4 v
Identifying the problem and justifying the goals Defining the purpose of the c.ieC|S|on and the criteria for
— evaluating its results
4
Collection of information, identification of > Research of situation conditions and conditions for effective
restrictions and risks decision
v
Search for alternatives anq determine the optimal Evaluation of the effectiveness of solutions to the situation
solution >
v
Organization of management decisions Registration of documentary support, development of the
implementation plan and defining of terms and responsible persons
v
Monitoring Control over the observance of stages and the performers’
of management decisions implementation > activities and correction of deviations

Figure — Stages of development and implementation of an effective management decision and methods of its provision

Source: with use [14]

Depreciation payments, part of funds from the
company's own profit and quite rarely the funds allocated
by the state are traditionally used for management in
domestic economy; moreover, these elements are in this
case source of funding for investment decisions to
manage the reproduction of fixed assets. In other words,
it is necessary to search for sufficient amounts of financial
investments when developing management schemes. But
there is a situation now, when not only particular agrarian
enterprise buys the whole agricultural industry is not
invested in the required amount.

As practice shows, low investment attractiveness leads
to difficulties in managing the reproduction of fixed assets
of enterprises, depreciating potential opportunities from
the use of these sources of financing investment
decisions, and accordingly these decisions themselves.
These problems arise under the influence of the following

major factors that affect the efficiency of the investment
decision.

Regarding the management of fixed assets
reproduction, namely: objective ones, which do not
depend on the management of enterprises, and
subjective ones, the solution of which is possible within
the enterprise.

In our opinion, the objective factors include the
imperfection of the legislation on investment activities,
including certain aspects of banking and tax legislation.
For example, our banks are quite cautious and limited in
lending to investment projects of agricultural enterprises
due to high investment risks.

The possibilities of enterprises to carry on investment
projects, to use profit and depreciation to finance
investment projects are significantly limited. Nowadays
the production equipment of agricultural enterprises is
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highly worn (about 70%), the production volume is low
(comparing to 1990, the production volume has
decreased more than thrice), and also working capital is
scarce. In turn, about 40% of industrial enterprises are
unprofitable. Therefore, economic entities do not have
the opportunity to use depreciation and profit to finance
investment projects. The unfavorable investment climate
was formed as a result of low investment attractiveness
and investment activity and is a combination of their
factors. The investment climate has "highlighted" the
investment priorities of the industry [1].

Thus, in order to ensure effective investment
management of reproduction of the enterprise fixed
assets in the long run, it is necessary to increase the
investment attractiveness of the agricultural sector itself,
which requires state assistance. The main step in this
direction is to create more perfect and transparent rules
of investment activity.

In our opinion, the only way out of this situation, is the
focus on the regulation of subjective factors due to the
inability of most agricultural enterprises to intensify the
use of investment resources.

We consider such factors as the lack of high-quality
specialists in the field of management at different levels;
wrong choice of sources of financing investment
decisions; not following the rules of step-by-step going
through the making investment decision, etc., should be
included as the main subjective factors.

Making and implementation of an effective
investment decision require the presence of professional
staff, lack of which endangers the implementation of basic
tasks or leads to unnecessary overruns of precious
resources. As managers make investment decisions, and
particular employees implement them in the field,
violation of one of the links in the chain, his incompetence
will simply lead to the displacement of the enterprise from
the market by competitors, who have more qualified staff.

There are two major ways of involvement of
professionals to work for an organization: training of own
professionals or involving the professionals of the
competitors. The need to use the experience of
professionals, in particular, is due to the fact that the
manager was able to determine the optimal sources of
financing investment decisions.

In our opinion, the structure of sources of financing of
investment decisions in the management of simple and
expanded reproduction of fixed assets by the types of
reproduction organized at modern enterprises requires
usage of depreciation and partly of own funds of the
enterprise in the form of incomes obtained from its main
activities as the source of financing the simple
reproduction of fixed assets. In modern conditions, the
sources of financing the expanded reproduction of fixed
assets is leasing, net profit in the part, which was not paid
to the owner in the form of dividends, long-term bank
loans or funds received from the issue of securities (shares
and bonds), targeted financing, as well as partial savings
from the depreciation fund of the enterprise [10].

Depreciation distribution into the expanded reproduction
of fixed assets is due to the specifics of its assessment and
expenditures: it is assessed throughout the regulatory life
of fixed assets, and the need for its spending arises only
after its actual disposal, so the assessed depreciation may
be used as an additional source of financing of the
investment decision for expanded reproduction till the
moment of its replacement from operation of worn-out
fixed assets. In addition, the use of depreciation on the
expanded reproduction contributes to scientific and
technological progress; as a result, some types of fixed
assets may become cheaper: more perfect and more
productive cars and the equipment are put into operation.
Therefore, taking into account the goals of the enterprise
for a simple and expanded reproduction of fixed assets, it
is necessary to determine the optimal sources of financing
the investment decision.

In our opinion, the initial choice of the source of
financing of the investment decision both for expanded
and for simple reproduction is the most important
management decision. But it is not enough to determine
the optimal sources of financing investment decisions, it
is necessary to provide an effective investment decision in
the process of their use, for what this decision should be
made respecting the stages of its implementation.

The experience of the best and successful domestic
and foreign enterprises persuades that making
investment decision can be implemented step-by-step,
namely: 1) collection of information; 2) decision making;
3) ensuring the implementation of the decision.

At the first stage of investment decision making the
most labor-intensive part of work takes place, when the
professionals determine which department of the
organization needs the financing of the fixed assets
reproduction.

The large-scale work on collection of information,
comparing the situation with the pre-planned one and the
final determination of the direction of investing into
reproduction of the enterprise’s fixed assets is performed
during the stage of forming the problem. In this case, the
accuracy of the information collected has the primary
importance as it will influence on the final decision of
investing.

The second stage includes the very creation of
investing and reproducible models, determination of
alternative investment decision and chooses of a decision
or decisions necessary to realize. The solution to this
problem is performed with the help of the assessment of
efficiency of alternative investment decisions:

methods of multicriteria choose of alternatives;

methods of decision making in conditions of risk and
uncertainty, which is through the system of criteria
providing different level of risk, the consequences of such
decision are evaluated.

The final stage of decision making on investing of
reproduction of fixed assets is, as a rule, is the most
difficult to realize. This stage involves two important and
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interdependent components of provision the realization
of the investment decision: financial and administrative.

Administrative support for the implementation of the
investment decision is the reflection of managerial will
manifested, for example, through signed orders of other
administrative documents.

Financial support includes sufficient assets to
implement the investment decision in practice. A threat to
the reproduction of fixed assets may be hidden in the part
of financial support as this part of the third stage of
decision making isn’t implemented completely, or even
isn’t implemented at all. In other words, enterprises try to
save on the reproduction of fixed assets, and such
approach to investment decision making will make them
completely non-competitive in future, even under the
modern approach to management. In case when the
decision to invest in the reproduction of fixed assets of the
enterprise is still made, we consider the reproduction
should be complex, namely, it doesn’t make any sense to
invest into the reproduction of the enterprise’s fixed
assets without relevant investment into intangible part of
productive capacities.

The evaluation of current state of investment projects’
implementation in the agro-industrial complex proves
preparation and implementation of 444 investment
projects (as of July 1, 2019) with a total value of over UAH
40.6 billion, which is 51 projects and UAH 0.5 billion more
the corresponding period of 2018. The own funds of the
enterprises in the agro-industrial complex remain the
major source of financing— 72.8%. The largest number of
investment projects are implemented in Cherkasy (54),
Vinnytsia (52), Poltava (51), Lviv (47), Kherson (30),
Mykolayiv (27), Zhytomyr (22) and Kyiv (22) regions. The
cost of the investment projects fluctuates from UAH 100
thousand to 9.6 billion [3].

It should be noted, that in practice, insufficient funds
are spent not only on the problems of investing in
reproduction of fixed assets in industry and agriculture,
but they are allocated into one tangible or intangible
component of fixed assets, as there is no complex
approach to solving the whole problem. Unfortunately,
the demand for investments in Ukrainian economics
exceeds their supply significantly, and this results into
their high costs in market conditions. Thus, the loan
investments (bank, commercial loans, leasing) are mostly
unfavorable for agriculture now, as they are mostly short-
term and too expensive. According to the limits of inner
resources, foreign investments may be the most attractive
source of resource provision in agriculture. However, the

lack of viable production mechanisms along with the low
level of liquidity of most enterprises in the agricultural
sector creates significant obstacles to them.

In our opinion, creation of joint-ventures should be
considered as the major direction of Ukrainian agro-
industrial complex integration into the world economy. It
would give the possibility to raise foreign capital more
intensively and to strengthen the regional economy
significantly. It would be reasonable to make an example
of the successful activities of NIBULON Ltd. JV in the field
of creation of the most modern truck fleet in Ukraine due
to effective investment decision on purchasing of new
German and Swedish trucks. We consider it the example
of effective investment into agricultural production. The
large-scale investment program implementation became
possible for NIBULON Ltd. JV due to cooperation with
major European financial organizations, i.e. European
Investment Bank, International Finance Corporation and
European Bank for Reconstruction and Development [8].
The use of new equipment will help to reduce the damage
of the roads, to save fuel and lubricants and, the most
important, to preserve the ecology of the environment.
Therefore, the effective investment decision making is the
most important condition for reproduction of fixed assets
management. And it is aimed to carry out the particular
assigned tasks.

Conclusions. Use of managerial approach in the
process of reproduction of fixed assets investment lets
making effective investment decision, which s
implemented through some stages with appropriate
methodological support. Taking into account the objective
and subjective factors influencing the efficiency of the
investment decision will help to avoid difficulties in
managing the reproduction of fixed assets in the long run.
The choice of financing source for an investment project
is the most important management decision.

The decision to reproduce the fixed assets of the
enterprise should be comprehensive and aimed at both
tangible and intangible components. The managerial
decision may be considered as effective if it is directed to
achieve the resource efficiency, obtained as a result of
development and implementation of the investment
decisions, where financial and material investments,
qualified personnel, etc. can act as resources. This
requires making and implementation of such decisions by
qualified managers provided that the sequence of the
stages would be followed, including collection of
information, decision-making and ensuring effective
implementation of the investment decision.
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