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Abstract

The thesis work “The estimation of economic stability during the crisis
management of transport and machine-building firms” is implemented in
Georgian language, contains 156 printed pages, consists of introduction, two
parts and conclusion, with attached list of bibliography and applications.

In the introduction of the work the problem of enterprises’ financial
stability estimation and of overcoming of their large-scale bankruptcy is set up,
that stipulates the topicality of the issue. In this section the current state of
problem’s study, research goals and objectives, as well as the scientific novelty
of the work, its theoretical and practical importance are represented.

In the first part of the work on the basis of special literature review is
studied the essence of economic security (stability), also is considered the term
“bankruptcy” and financial reasons causing it. It is explained, that the frequent
cases of enterprises’ bankruptcy in Georgia are basically caused by the
imperfection of conditions necessary for the development of market economy. It
is also explained, that there are serious obstacles concerning the realization of
manufactured products that has a negative effect on the volume of enterprises’
financial resources. Mentioned fact is in direct relation with the unemployment
level in the country, that is the reason of low purchasing capacity of the greater
part of population.

Besides, the small volume of production of outputs and its sale, low
quality and high production expenses cause the low profitability of enterprises
and sometimes even their disadvantageousness (operating at a loss).

As a result of low profitability and disadvantageousness the own
current assets of enterprises are significantly reduced, some of them are
completely lost, and because of it the coefficient of enterprises’ financial
autonomy is sensitively decreased (below 0,5), that has a negative impact on the
attraction of investments.

The role of financial support in the process of unsuccessful
enterprise’s recovery, as well as its sources are represented in the work. Specific
character of investments in the unsuccessful enterprise are characterized.
Attention is focused on the basic directions (i.e. on the restructurization) of
unsuccessful enterprise’s recovery. Basic directions of business activity
reorganization are stated here, too.

In the second part of the thesis work is given the general description of
the development of transport system and machine-building field and its
tendencies in Georgia. The existing economic situation in 2006-2010 in the
mentioned fields is analyzed.
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As it turned out, during mentioned period of time the volume of
carriage by the all kinds of transportation means has increased by 61,8%, while
passengers transportation has increased by 22,9%. While it should be noted that
these indices has consistently increased in the 1996-2006 period, however in the
course of the last three years (2006-2008) they preserve stability. Moreover,
volume of carriage in 2008 is reduced by 888,4 thou. GEL in comparison with
2006, while volume of passengers transportation — by 16,5 min. men.

From 1991 up to our days the state of Georgian machine-building
industry is drastically deteriorated. Since that period of time volume of output is
gradually reduced. In 2008 it comprises 15,3% of the indices of 1991, however
in the 1996-2008 period volume of output has raised 5,1 times. The share of
machine-building in the total volume of industrial output dropped down to 6,9%
that testifies the low level of development for this field.

In should be noted that under conditions of considerable instability of
business environment there are a lot of factors having impact on the financial
condition of economic agents. Proceeding from this fact, among the basic tasks
to be solved, that face enterprise is the formation of diagnostic system of
economic status, by means of which the enterprise will be able to timely
discover and to get rid of origination and further development of the process of
failure thanks to preliminary management decision. It is clear that efficiency of
carrying out of such measures is completely depended on that how timely will
be discovered the signs of approaching failure and how masterfully will be
determined the basic factors causing current negative processes.

The particular importance in the financial diagnostics of economic
status of the enterprise is attached to the issues of financial analysis of business
activity. The goal of financial analysis is the revelation of reserves for
achievement of maximum extent of enterprise’s profitability. Relative analytical
coefficients, reflecting financial condition of the enterprise, are widely used in
practice, and they show us cause-effect relationship established in the system of
financial indicators and effect of these dependencies on the financial condition
of the enterprise.

On the basis of economic literature review and carried out financial
analysis of joint stock company “Elmavalsheni” the systematization of indices
and coefficients necessary for financial analysis is given in the perfective aspect,
that looks as follows:

I group — preliminary analysis:
1. paying capacity
2. net current assets

11 group — analysis of enterprise’s accounting liquidity

1. current liquidity coefficient
2. fast liquidity coefficient.
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111 group — analysis of business assets:
1. assets turnover;
2. current assets turnover;
3. material assets turnover;
4. debit debts turnover.

1V group — analysis of financial security:

1. financial stability coefficient

2. financial independency (autonomy) coefficient;
3. coefficient of financing;

4. coefficient of maneuvering.

V group — analysis of enterprise’s profitability:
1. profitability of sold production
2. assets profitability
3. current assets profitability;
4. investment profitability;
5. owner capital profitability.

The methodology of crisis management diagnostics in the organization is
represented in the thesis work, that will promote the revelation of problems and
weak spots in the financial management system, representing the reasons of
undesirable financial condition of the organization’s activity and other negative
indices.

The mathematical models of economic security (stability) are described
in the work, application of which is not capable under present condition in
Georgia, that’s why we use current correlation coefficients of the theory of
statistics for determination of production’s self-cost, namely so-called “Pirson’s”
correlation coefficient, with the use of which the determination of basic factors
acting on the parameters of production’s self-cost in the JSC “Elmavalmsheni”
becomes possible, as well as the amplification of their effect in order to
overcome negative symptoms and to strengthen the positive ones.

In the end of the work the key activities and directions of crisis
management improvement are established, namely:

- reduction of expenses;

- increase in influx of financial assets into the organization;

- carrying out of credit debt’s restructurization;

- determination of organization development strategy;

- carrying out of enterprise’s reorganization or restructurization.
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