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Abstract. In the context of sustainable economic growth, corporate financial stability requires a broader
assessment than reliance solely on balance-sheet ratios at the reporting date. It also reflects a company’s ability
to service debt from operating cash flows, finance growth while maintaining a sustainable level of leverage, and
remain resilient to macroeconomic fluctuations. This article evaluates the principal methods of financial stability
assessment against these requirements, with particular attention to capital-intensive telecommunications
companies. Based on a structured review of studies published primarily between 2007 and 2024 and a criteria-
based comparative evaluation of eight groups of methods against six criteria, the study identifies opportunities
for further methodological development. Ratio analysis, absolute indicators, discriminant models, and rating
models used in the Commonwealth of Independent States (CIS) predominantly rely on static measures and
provide relatively limited coverage of cash flows, sector-specific characteristics, and currency and interest-
rate risks; some also employ weights calibrated using data from other economies. Statistical and machine-
learning-based financial distress models, in turn, depend on sufficiently comprehensive historical datasets
on corporate financial distress and failure events, the availability of which can be further developed in the
context of Uzbekistan. Cash-flow and debt-service approaches and composite index methods demonstrate
comparatively broader alignment with the selected assessment criteria, although their integrated application
remains relatively limited. The article proposes an author-defined concept of financial stability in the context of
sustainable economic growth and a six-block indicator framework encompassing capital structure, liquidity, cash
flow and debt service, profitability, sector-specific operational efficiency, and macroeconomic risk sensitivity.
The proposed framework provides a methodological basis for constructing an integral financial stability index
for telecommunications companies, including Uztelecom JSC.

Keywords. financial stability, sustainable economic growth, financial analysis, debt-service capacity,
financial distress, composite index, telecommunications, Uzbekistan.

AHHOTauums. B ycnoBuax ycToM4MBOro SKOHOMWYECKOrO poCTa oueHka (PMHAHCOBOW YCTOMYMBOCTU
npeanpusaTus npegnonaraetr 6Gonee KOMMMEKCHbI MOAXOA4, YE€M WCMONb30BaHWE WCKIHYUMTENBHO
OanaHcoBbIX KO3(MUMEHTOB Ha OTYETHYIO AaTy. OHa Takke OTpakaeT CnocobHOCTb NpeanpuATUs
obcnyxnBatb [OMroBble 06s3aTeNnbCTBA 3a CYET OMEpaLMOHHbBIX OEHEXHbIX MOTOKOB, (PMHAHCUMPOBATb
POCT MpWU COXPaHEHMM YCTOMYMBOIO YPOBHS AONTOBOW Harpysksm M obecnevmBatb YCTOMUYMBOCTb K
MaKpO3KOHOMUYECKMM KonebaHusiM. B cTaTbe npoBedeHa OLEHKa OCHOBHbIX METOAOB aHanusa
(PMHaAHCOBOW YCTOMYMBOCTU C YYETOM YyKa3aHHbIX TpeOOBaHMIA, C 0COOLIM BHAMAHMEM K KanuTanoéMKUM
TENEKOMMYHUKALUNOHHBIM ~ KOMMaHuaM. Ha ocHOoBe CTpyKkTypupoBaHHOro o63opa wccrnegoBaHuim,
ony6nMKkoBaHHbIX npeumMyLectBeHHO B 2007—2024 rT., 1 CpaBHUTENbHOW OLIEHKM BOCbMM Tpynn MeTogoB
no LeCTU KpUTEpPUSM onpedenieHbl HanpaBneHus AanbHenero MeTOAONOrMYEeCcKoro pasBUTUS.
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KoacbdmumeHTHbIN aHanus3, abCconoTHble Mokasatenu, AWCKPUMUHaHTHbIE MOAENUW U PENTUHrOBblE
mMogenu, npumeHsemble B ctpaHax CogpyxectBa HesaBucumbix locygapcts (CHID), npeMmyLiecTBeHHO
OCHOBbIBAlOTCH Ha CTaTUYECKMUX MOKasaTensax M xapakTepusylTcss OTHOCUTENbHO OFPaHUYEHHbIM YY4ETOM
OEHEeXHbIX NOTOKOB, OTPacneBov cneumdukn, BantoTHbIX U NPOLEHTHBIX PUCKOB; B OTAENbHbIX MOAENSX
TakKke MCNonb3yrTcs Beca, OTkanMbpoBaHHble Ha AaHHbIX APYIMX 3KOHOMUK. CTatucTudeckne mogenu v
Mogenm PMHaHCOBOM HECOCTOATENBHOCTN HA OCHOBE MaLLMHHOIO 06y4YeHus, B CBOIO OMepedb, IpeanonaratoT
Hanuyne [OCTATOYMHO KOMMIIEKCHbIX MCTOpMYeckux 6a3 AaHHbIX O criyvyasx (pvHaHCOBbIX 3aTpPygHEHUN
N HECOCTOSATENbHOCTM NPeanpuaTuii, BO3MOXHOCTU POPMUPOBAHNSA KOTOPbIX B YCMOBUSX Y3beknctaHa
MOryT OblTb AOMNOMHUTENBHO pacluMpeHbl. [ogxonbl, OCHOBAHHbIE HA AEHEXHbIX MOTOKaxX U CNOCOBHOCTU
obcnyxuBaTtb AOMN, a Takke MeToAdbl MHTerparnbHbIX WHOEKCOB AEMOHCTPUPYIOT CpaBHUTENbHO Gonee
LUMPOKOE COOTBETCTBME BbIOPAHHBIM KPUTEPUAM OLEHKW, XOTS BO3SMOXHOCTU MX COBMECTHOIO NPUMEHEHMS
OCTaloTCH 3HaYnUTENbHbIMU. B cTaTbe npeanoxeHbl aBTOPCKOe onpefeneHne UHaHCOBOW YCTOMYMBOCTU
B YCITOBMSX YCTONYMBOIO 9KOHOMMYECKOro pocTa U ecTubroyHas cuctema nokasatenemn, oxBaTbiBaroLas
CTPYKTYpPY KanuTamna, JNUKBMAHOCTb, OEHEeXHble MOTOKM M obcnyxuBaHve ponra, peHTabenbHOCTb,
OoTpacneByl0 OnepaunoHHYl0 3MdEKTUBHOCTb M YyBCTBUTEMNBbHOCTb K MAaKPOIKOHOMUYECKMM pPUCKaM.
lMpepnaraemas cuctema opmMmUpyeT METOAOMOIMYECKYHO OCHOBY 45151 MTOCTPOEHNSA NMHTErpanbHOro nHaekca
(HPMHAHCOBOM YCTONYNBOCTU TENEKOMMYHUKALMOHHBIX KOMMIaHuK, Bkroyad AO «Ysbektenekomy.

KnioueBble cnoBa. (huHaHCOBas YCTOMYMBOCTb, YCTOMYMBBLIA 3KOHOMWUYECKUA POCT, (PUHAHCOBLIN
aHanus, cnocobHocTb 0bcnyxuBaTb [OMN, (UHAHCOBAs HECOCTOATENbHOCTb, WHTErpanbHbi  MHOEKC,
TeNeKoMMyHUKaL MK, Y36eKkncTaH.

INTRODUCTION

Sustainable economic growth requires not only increasing output but also a resilient corporate sector
capable of financing investment while maintaining a sustainable level of indebtedness. The 2030 Agenda for
Sustainable Development links decent economic growth with resilient infrastructure and innovation (United
Nations, 2015, Goals 8 and 9). Strategy (Decree No. PF-6079, 2020)', which emphasise the important role of
telecommunications infrastructure in supporting economic modernisation.

Telecommunications operators provide a particularly relevant context for examining the relationship
between growth and financial stability. Network modernisation requires substantial and continuous capital
expenditure (CAPEX), a significant proportion of which may be financed through long-term borrowing. Such
borrowing can be denominated in foreign currencies, particularly where telecommunications equipment is
imported, while operating revenues are predominantly generated in the national currency. Consequently,
balance-sheet ratios alone may not fully capture a company’s capacity to service its debt under changing
exchange-rate and interest-rate conditions.

Recent Uzbek studies of corporate financial stability have primarily employed balance-sheet coefficients
and absolute indicators (Bauetdinov, 2023; Karakulov et al., 2024), while international research has increasingly
incorporated cash-flow measures, market-based approaches, and machine-learning models of financial distress
(Campbell et al., 2008; Barboza et al., 2017). This creates an opportunity for further research into the extent
to which these methodological approaches are applicable to capital-intensive telecommunications companies
operating in the context of sustainable economic growth.

The aim of this article is to evaluate existing methods of financial stability assessment against the
requirements of sustainable economic growth and to substantiate directions for their further development and
application to telecommunications companies. The objectives are: (1) to clarify the concept of financial stability
in the context of sustainable growth; (2) to systematise the theoretical foundations and existing assessment
methods; (3) to evaluate these methods against explicitly defined criteria; and (4) to propose a conceptual
indicator framework applicable to Uztelecom JSC in subsequent empirical research.

LITERATURE REVIEW

Within the CIS analytical tradition, financial stability is commonly defined through the structure of capital
and the extent to which assets are financed by sustainable long-term sources, with the type of financial stability
determined by the coverage of inventories through own working capital and long-term liabilities (Sheremet &
Negashev, 2008). Uzbek researchers have adapted this approach to sector-specific conditions. Burkhanov et
al. (2024) distinguish absolute, normative, and pre-crisis levels of financial stability for construction materials

1 https://lex.uz/docs/-5030957
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enterprises, taking into account seasonality and capital intensity, while Kadirov (2023) proposes a system for
evaluating the economic sustainability of industrial enterprises.

In corporate finance, financial stability is linked to growth through the sustainable growth rate (SGR),
which represents the rate of growth that a company can finance without changing its leverage and payout
policy (Higgins et al., 2019). Growth above this level generally requires additional debt or equity financing and
therefore increases the importance of maintaining an appropriate balance between expansion and financial
stability.

Reviews of empirical capital structure research indicate that a universally optimal leverage level does
not apply equally to all firms. Financing decisions are shaped by the trade-off between the tax benefits of
debt and financial distress costs, as well as by information asymmetry and agency considerations (Graham
& Leary, 2011). Frank and Goyal (2009) find that industry median leverage, asset tangibility, profitability, firm
size, and expected inflation are among the most consistently identified determinants of leverage. For the
telecommunications sector, Fauzi et al. (2022), using a sample of 205 companies from 62 countries over the
period 2010-2020, report an inverse relationship between both long-term and short-term debt ratios and return
on assets. These findings suggest that the financial stability of capital-intensive companies can be assessed
more comprehensively by considering sector-specific benchmarks together with debt-service capacity, rather
than relying exclusively on universal balance-sheet thresholds.

The financial distress prediction literature has evolved from univariate ratio analysis and multiple discriminant
analysis towards logit, probit, hazard models, and intelligent computational techniques. Reviews of this literature
indicate that predictive accuracy is strongly influenced by the sample, time period, and industry used for model
calibration (Bellovary et al., 2007; Kumar & Ravi, 2007; Alaka et al., 2018). Altman et al. (2017) demonstrate
in an international setting that the Z-score family retains considerable predictive value, while its accuracy can
be further enhanced through re-estimation using country-specific data. Altman (2018) subsequently provides a
comprehensive overview of the model’s applications over a fifty-year period.

Campbell et al. (2008) demonstrate that hazard models combining accounting and market variables can
provide greater predictive performance than models based exclusively on accounting indicators. Barboza et al.
(2017) further report that machine-learning models achieve, on average, approximately 10% higher predictive
accuracy than discriminant analysis and logistic regression. Within CIS practice, rating models combine a set of
financial ratios using expert-assigned weights to generate an integrated score (Sheremet & Negashev, 2008).

Composite indicator methodology provides a broader framework for the normalisation, weighting,
aggregation, and robustness assessment of multidimensional indicators (OECD & JRC, 2008; Greco et
al., 2019). Within this framework, weights may be determined through expert judgement using the analytic
hierarchy process (AHP) (Saaty, 2008) or derived from the information content of the underlying data through
the entropy weight method (Zhu et al., 2020). These approaches provide a methodological foundation for
integrating multiple dimensions of corporate financial stability into a comprehensive assessment framework.

RESEARCH METHODOLOGY

The study combines a structured qualitative literature review with a criteria-based comparative evaluation.
Sources were selected from peer-reviewed academic journals, international standards, and official documents,
with particular emphasis on publications from 2007 to 2024. The assessment methods identified in the
literature were classified into eight groups according to their underlying analytical logic (Table 1). Based on
the theoretical review and the specific characteristics of telecommunications companies, six evaluation criteria
were established:

C1—Dynamism: whether the method incorporates cash-flow and debt-service indicators rather than relying
exclusively on reporting-date balance-sheet measures;

C2 — Sector sensitivity: whether the method reflects sector-specific characteristics, including capital
intensity, capital expenditure (CAPEX), and EBITDA-based indicators;

C3 —Macroeconomic risk sensitivity: whether the method incorporates exposure to exchange-rate, inflation,
and interest-rate risks;

C4 — Obijectivity of weighting and calibration: whether the applied weights and threshold values are
appropriately justified for the economy and industry under analysis;

C5 — Data feasibility: whether the method can be implemented using publicly disclosed financial statements
and other accessible financial information of Uzbek joint-stock companies;

C6 — Managerial interpretability: whether the assessment results can be effectively translated into practical
managerial decisions.

Each group of methods was evaluated using a three-point ordinal scale: 2 — the criterion is fully met; 1 —
the criterion is partially met; and 0 — the criterion is not met. The assigned scores represent the author’s expert

< 54 > econoscitech-integration-journal.uz
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assessment based on the methodological specifications and applications reported in the reviewed literature.
Accordingly, the scores are ordinal in nature and are intended to identify systematic methodological strengths
and areas for further development rather than to provide a precise ranking of the methods.

Methods of abstraction, comparison, analysis, and synthesis were additionally employed to formulate the
conceptual definition of financial stability and to develop the proposed indicator framework.

Statement on the Use of Artificial Intelligence. In the preparation of this study, artificial intelligence (Al) tools
were used to a limited extent, accounting for approximately 10% of the overall research process. Their use was
primarily confined to language refinement, technical editing, and structural support. The selection of research
methods, review and analysis of the scientific literature, interpretation of the findings, formulation of scientific
conclusions, and development of practical recommendations were carried out and verified by the author.

ANALYSIS AND RESULTS

The results of the criteria-based comparative evaluation of the eight groups of financial stability assessment
methods are presented in Table 1.

Table 1
Comparative evaluation of financial stability assessment methods
. Total
Group of methods (representative sources) C1 | C2|C3|C4|C5]|C6
(max 12)
1. Traditional ratio analysis (Karakulov et al., 2024) 0 0 0 1 2 2 5
2. Absolute indicators of stability type (Burkhanov et al., 2024) 0 1 0 1 2 1 5
3. Univariate ratio analysis (Bellovary et al., 2007) 1 0 0 1 2 1 5
4. Discriminant models, Z-score family (Altman et al., 2017) 0 0 0 1 2 1 4
5. Logit, hazard and machine-learning models (Campbell et al., 0 0 1 2 0 0 3
2008; Barboza et al., 2017)
6. CIS expert rating models (Sheremet & Negashev, 2008) 0 0 0 0 2 2 4
7. Cash-flow and debt-service approach (Higgins et al., 2019) 2 1 1 1 1 2 8
8. Composite index methods (OECD & JRC, 2008; Greco et al.,
2019) 1 1 1 1 1 1 6

Source: compiled by the author. Scores: 2 — fully met, 1 — partially met, 0 — not met.

Table 1 identifies six areas in which the methods most widely applied in practice (Groups 1-6) provide
opportunities for further methodological development. First, these methods are predominantly static, as they
primarily describe the financial position at the reporting date and provide limited information on a company’s
capacity to meet scheduled debt-service obligations throughout the year.

Second, some methods employ universal threshold values, such as a current ratio of at least 2 or an equity
ratio of at least 0.5. The applicability of such thresholds may vary across industries. In telecommunications
companies, for example, relatively lower current-liquidity ratios may be compatible with financial stability where
stable and recurring subscriber cash inflows support short-term obligations.

Third, traditional approaches provide relatively limited coverage of sector-specific characteristics, including
capital expenditure (CAPEX) intensity, EBITDA margins, and depreciation. The sectoral adaptation proposed
by Burkhanov et al. (2024) represents an important methodological development, although it was designed
for a different industry and therefore requires appropriate adaptation before application to telecommunications
companies.

Fourth, conventional balance-sheet approaches provide limited incorporation of macroeconomic risk
sensitivity. For example, the leverage of a company with foreign-currency-denominated debt is generally
measured using the exchange rate prevailing at the reporting date. Consequently, the potential effect of
subsequent exchange-rate movements on debt-service capacity may not be fully reflected in the resulting
assessment.

Fifth, some rating models rely on expert-assigned weights, making the final assessment partly dependent
on the selected weighting assumptions. This creates an opportunity to strengthen the methodological framework
through more transparent, empirically justified, or data-driven weighting procedures.

Sixth, the applicability of discriminant, statistical, and machine-learning models depends substantially
on the data used for their calibration. Models originally estimated using samples from other economies may

econoscitech-integration-journal.uz < 55 >
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require recalibration to reflect country- and sector-specific conditions. In Uzbekistan, the further development
of comprehensive publicly accessible datasets on corporate financial distress, failure events, and market
prices would create additional opportunities for the local estimation and validation of advanced statistical and
machine-learning models.

Groups 7 and 8 demonstrate comparatively broader alignment with the selected evaluation criteria. The
cash-flow and debt-service approach captures the dynamic dimension of financial stability and is directly
relevant to borrowing and investment decisions; however, it generally produces a set of individual indicators
rather than a single integrated assessment. Composite index methods, in turn, provide a transparent framework
for indicator normalisation, weighting, aggregation, and robustness testing (Greco et al., 2019), while their
analytical value depends substantially on the relevance and quality of the indicators included.

The comparative evaluation therefore indicates that these two approaches can be considered
complementary. An enhanced methodology can integrate cash-flow, sector-specific, and macroeconomic risk
indicators within a composite index supported by transparent and appropriately justified weighting procedures.

Based on the analysis, the author proposes the following definition: financial stability of a company in the
context of sustainable economic growth is its capacity to meet debt-service obligations on time from operating
cash flows under changing macroeconomic and sector-specific conditions, while maintaining an appropriate
capital structure and financing a sustainable rate of growth.

Compared with definitions based predominantly on balance-sheet measures, the proposed definition
incorporates three measurable dimensions: debt-service capacity from operating cash flows, resilience to
macroeconomic and sector-specific changes, and the capacity to finance sustainable growth.

The growth dimension can be operationalised through the sustainable growth rate (SGR):

SGR = ROE x b,

where:

(ROE) — return on equity; (b) — retention ratio, representing the proportion of net profit reinvested in the
company (Higgins et al., 2019).

Where actual revenue growth persistently exceeds the sustainable growth rate, the additional financing
requirement may increasingly be met through external sources, including additional debt. This relationship can
therefore serve as an early indicator of increasing financing requirements and the need for closer monitoring of
financial stability. For a state-owned company that distributes dividends to the state budget, the retention ratio
(b) also provides a direct analytical link between dividend policy and the company’s capacity to finance growth
from internally generated resources.

To address the methodological development areas identified in Table 1, the author proposes a six-block
indicator framework, presented in Table 2. Blocks B1-B4 and B6 are applicable to capital-intensive companies
more broadly, whereas Block B5 captures characteristics specific to the telecommunications sector. The
framework therefore has the potential to be adapted to other industries by replacing or modifying the sector-
specific indicators included in Block B5 (Table 2).

Table 2
Proposed indicator framework for assessing the financial stability of a telecommunications company

Block Key indicators Limitation addressed

Equity ratio; debt-to-equity; coverage of non-current | Retained from traditional analysis

B1. Capital structure
assets by long-term sources as a base

Current and quick ratios against sector benchmarks;

. ) Universal thresholds
net working capital

B2. Liquidity

B3. Cash flow and debt OCF/total debt; DSCR; interest coverage; net debt/ .
Static character

service EBITDA,; free cash flow margin
B4. Pé?ff'ctlaetr’]'g;y and EBITDA margin: ROA: ROE: asset turnover Distortion of profit by depreciation

CAPEX/revenue; OCF/CAPEX; real growth of

B5. Sector-operational revenue and ARPU

Ignoring sector specifics

Share of foreign-currency debt; currency-adjusted

leverage; equity buffer against depreciation Ignoring macroeconomic risks

B6. Macro-risk sensitivity

Source: developed by the author.
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Debt service capacity, the central element of block B3, is measured by the debt service coverage ratio:

DSCR = (Operating cash flow + Interest paid) / (Interest payments + Principal repayments).

Financial distress models from the Z-score family are not incorporated directly into the proposed framework
but are retained as external benchmarks for validating the integral index (Altman et al., 2017). The indicators
are intended to be normalised against relevant sector benchmarks rather than against the minimum and
maximum values derived from a relatively short company-specific time series. Indicator weights are proposed
to be determined by combining expert-based weights obtained through the analytic hierarchy process (AHP)
(Saaty, 2008) with objective weights derived using the entropy weight method (Zhu et al., 2020), followed by
robustness testing (Greco et al., 2019). This combined approach enhances the transparency and methodological
justification of the weighting procedure (C4), while remaining applicable where the analysis is based on the
available data of a single company (C5).

For Uztelecom JSC, the proposed framework implies that the analysis for the period 2019-2025 should
begin with an assessment of the relationships among EBITDA, operating cash flow, capital expenditure
(CAPEX), and debt-service capacity, complemented by an explicit sensitivity analysis of leverage under
changes in exchange rates. These relationships and assumptions are intended to be examined empirically at
the subsequent stage of the research using the company’s published financial statements.

CONCLUSIONS AND RECOMMENDATIONS

First, in the context of sustainable economic growth, financial stability can be understood as a company’s
dynamic capacity to service debt from operating cash flows, remain resilient under changing macroeconomic
and sector-specific conditions, and finance a sustainable rate of growth. The author’s proposed definition
operationalises these dimensions and provides a broader analytical perspective than an assessment based
exclusively on reporting-date balance-sheet indicators.

Second, the comparative evaluation of eight groups of methods against six criteria identifies six areas
in which the methods most widely applied in practice provide opportunities for further methodological
development: their predominantly static nature, the application of universal thresholds, relatively limited
incorporation of sector-specific characteristics and macroeconomic risks, reliance on expert-assigned
weights, and the use of models calibrated using samples from other economies. Advanced statistical and
machine-learning approaches additionally require sufficiently comprehensive historical datasets for reliable
local estimation and validation; the continued development of such datasets in Uzbekistan would expand
opportunities for their application.

Third, the cash-flow and debt-service approach and composite index methods demonstrate complementary
methodological characteristics. Their integrated application therefore provides a basis for developing a more
comprehensive financial stability assessment methodology that combines dynamic financial indicators, sector-
specific characteristics, macroeconomic risk sensitivity, and an integral evaluation framework.

Based on these findings, the following recommendations are proposed:

1. Apply the six-block indicator framework when assessing the financial stability of capital-intensive
companies, with Block B5 incorporating indicators tailored to the characteristics of the relevant industry.

2. Evaluate liquidity and leverage in relation to appropriate sector-specific benchmarks, complementing
conventional universal threshold values.

3. Use the debt service coverage ratio (DSCR) and net debt/EBITDA as key indicators of debt-service
capacity and financial stability in telecommunications companies.

4. Incorporate exchange-rate-adjusted leverage and sensitivity analysis when assessing companies with
foreign-currency-denominated debt.

5. Aggregate the selected indicators into an integral financial stability index using a combination of expert-
based and objective weighting methods, while employing financial distress models as external validation
benchmarks.

Future research will focus on constructing and empirically validating the proposed integral financial stability
index using the published financial statements of Uztelecom JSC for the period 2019-2025. This subsequent
empirical stage will provide an opportunity to assess the practical applicability of the proposed framework and
further refine its sector-specific parameters.
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