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ABSTRACT
Value determination has been always recognized as а process during which economic rule of ceteris paribus cannot be efficiently applied. That is due to the high number of process given variables. In the same time it is recognized as one of most challenging economic research topics. In praxis, once companies are subject to value determination analysis it becomes very complex to define and measure properly number of variables influencing the process. Furthermore connection of the value concept as an economic value and various needs of the valuation concept remains recent challenge. 
Hereby task of the research will be directed towards description of the basic concepts that are having potential to unify subjective and objective variables within the value concept in different situations and perspectives of analysis. In particular, specific concepts different than the fair market and investment value will be analyzed.
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Value as a concept and increase of the company’s value 
In context of company valuation - term of value is usually equalized with economic value. Such value is consisted of sum expressed in money that is to be paid for return of obtaining property right, right for management of assets or gaining of future benefits of such asset composition
.  
But praxis confirms that concept of value is not static or homogeneous. Value of any asset is dependent on many factors, changing from time to time such as: 

- Overall business environment;

- Potential use of the valuation subject; 

- Time framework for making value forecasts;

- Location of the valuation subject;

- Availability of the subject for business purposes as well as its substitutes 

- Number of owners;

- Subject liquidity and market existence for the valuation subject

-Physical conditions of the valuation subject. 
The value concept is often different depending on the price and cost. Price can be determined as actual price spent with aim some asset to be obtained. Cost is seen as money value of the input factors used output to be produced. The phrase “asset is overpaid” usually indicates situation where was executed above payment of money for one asset that its value usually was. 
  

There is a difference between terms value and cost also. Cost for the construction and establishment of a trade mall, for example might not reflect its value if suddenly after his construction there have been changes in the business environment such as bankruptcy of large scale employer. In that case cost could be much higher than value. The value, price and the cost are different concepts and they are rarely showing same amounts of cash for the same asset. 

In the last 70 years the contours were formed of several value concepts out of which we have chosen to elaborate twelve, that are frequently exploited: 
- Fair market value. That’s an amount expressed in cash of equivalent after which the property right of one asset was changed voluntarily between the buyer and seller having in mind that both are having enough information and facts confirmed, about the asset. 

- Investment value. The value of future benefits gained through the property of one asset;

- Fair value. The fair value concept is directed towards a kind of statutory standard of value developed according to the judicial case law as well as similar transactions from the past; 

- Fundamental value. Determined by the existence or non-existence of an option for returning of the investment;
 -Value in use/value in exchange. It is value that overcompasses productive use of all assets that one company is consisted of as well as on the amount that is needed to be invested for other assets to be bought as a replacement for the ones in use if the second has become unproductive; 
-Goodwill value. It is a difference between the value that is given to a company as one unit/one name and the value of all the tangible and nontangible assets owned or used by the same company. 
-Current value. Was meant on the current company value from the point of view from a single time moment or period; 

-Accounting value. That’s a typical concept of value used for tax and accounting purposes
;

-Liquidation value.The liquidation value in its essence might not be analyzed as separate value concept but as set of circumstances under which value of a subject could be considered if the business is closing down;
- Insurance value. That is a money value for the allowances for the parts of the business that can be insured and in case insured risk to happen;

 –Replacement value.  Directs towards the costs made in order new asset to be bought with the same characteristics. 
- Compensation value. This concept is used in order the amount to be determined that should be transferred if the subject of value does not executes the functions for which was its purpose and to be set out of use. 
Belo are mentioned eight concepts of value that in the period of time mentioned (recent 70 years) evoluted mostly. 
1.1 Value in use/replacement value 
Value in use is not considered as a type of value but as a way through which some hypothesis were made considering the valuation  of a particular type of asset. It is usually applicable to the assets that are having productive use and could be explained as a value of one asset in relation with its contribution towards certain output, produced through use of a an asset valuated in that case also considered as an input. There is no particular definition for the value in use from a relevant institution or researcher. Despite it is important to understand that the concept of value in use is related mostly with the processes of merging of companies or acquisitions because valuation in that case is to be undertaken through the process of asset valuation towards their productive use into the company. 
The replacement value is essentially different that the value in use. Concept of replacement value is related with the value of particular asset in the time of selling the asset, and analyzed as single one with no any connection of the working environment in which it was used previously.
 Typically, replacement value is lower than the value in use in certain business entity. For example the replacement value is usually lower than the value in use of a single asset used by one company. Cash machines and their software can be hardly used for other purpose and even by other banks than the original owner due to their tailoring. 
1.2 Goodwill value  
Goodwill is a specific type of value , an  intangible assets concerning the business in whole has higher value that his parts one by one both tangible and intangible. For example since 1960 anglo-saxon case law defines the goodwill as a sum of qualities for which joint denominator cannot be identified but which are attracting the clients.

From the side of mergers and acquisitions, the goodwill value is calculated as a difference among the value paid for business buy out and the fair market value for the assets that has been bought through the process of buying out the same business. The goodwill concept has significant use within the companies for the tax purposes, financial reporting as well as the regulatory issues. 
1.3 Going concern value 

Such kind of value does not represent standard value as fair market value or investment value. By the other meaning of words it is wrong to be said that “going concern value of the company XYZ is 100 million  EUR value”. But the statement “fair market value as a going concern value of the company XYZ is 100 million EUR is a true statement. Such difference might be seen as a semantic one with little practical usage but in the essence is represents a key for understanding of the value of a single asset or company. 

The going concern value is usually applied when businesses are valuated through their profit units or branches and with the hypothesis that profit unit or branch will not stop with revenues in a recent period of time. The last one is essential premise for such valuation method. From the taxation point of view the valuation has different meaning. In that case the going concern value has been seen as a value from which the depreciation coefficient has been deducted. Dozens of case law materials are using the going concern value as a basis.  
1.4 Accounting value 
Most of the errors in valuations nowadays are in connection with the accounting value. It is a valuation from the accounting and taxation point of view and does not needs to be economic valuation in the same time. For particular asset the accounting value is simply historical cost of a single asset and historical benefit of the same. For a business entity the accounting value is a complete value of assets from which liabilities has been deducted. In the terms of the accounting terminology this has been noted as a net value
. This concept is of high importance, that is to be applied when mergers or acquisitions are undertaken, at least in order fair market value or investment value to be compared with the accounting value. Examples are showing that always there is an existing difference among the fair market value or investment value and the accounting value. 
In the table below there is an example of a value of the bank for which there is an interest for acquisition and the difference occurred between the fair market value and the accounting value. 

Table-   An example of differences between the accounting value and the fair market value (in money units )

	Assets
	Accounting value
	Fair market value

	Cash and equivalent Готовина и еквиваленти
	11,694
	11,694

	Investments 
	34,369
	31,812

	Loans
	56,718
	52,892

	(reserves for nonperforming loans) 
	(780)
	(780)

	Net loans 
	55,938
	52,112

	Premises and fixed assets 
	3,517
	4,703

	Other real estate
	810
	525

	Other assets 
	2,860
	

	Nontangible assets 
	/
	

	Assets total
	109,188
	


Source:  Zabihollah Rezaee, Financial Institutions, Valuations,Mergers, and Acquisitions, The Fair Value Approach, Second Edition, John Wiley & Sons, Inc.New York, USA, p. 170, 2001 

1.5 Liquidation Value 

Liquidation value does not represents the separate type of value- but as a precondition or premise under which the valuation process has been undertaken. It is a net sum that can be gained  if the business has been closed and its assets are being sold out as a single or in whole until the liabilities are not compensated fully. Under the principle of liquidation value it is not true to said that “value of the asset X in liquidation is 100 EUR”. Liquidation value can differ among the forced and voluntary liquidation. From the Net value it the first situation should be deducted all the provisions and administrative fees occurring from the forced liquidation legislative. 
1.6 Insurance value 
The insurance value is analyzed as a total of a price paid of gained if the company has been lost of its assets and  the risk case insured happened . Such kind of value has not significant use in cases of mergers and acquisitions but is often used in cases when the business is confronted with high risks in his business environment. 
1.7 Replacement value 
The replacement value of an asset is a price that is to be paid in relation with procurement of a new assets, materials and technology. This value is not equal with the reproduction value. The second represents the cost of asset duplicate production under the actual prices. The replacement value are used mostly in cases when there is a valuation of a tangible assets that are not giving direct revenues such as for example furniture,equipment etc. 
1.8  Selling value 
It is a value or sum that is to be received from the sale of particular asset if it cannot be used any more for the current owner and it has to be set out of use. In the cases of trade mergers and acquisitions such valuation method is usually applied when there is a case of a several companies joined together  through mergers and acqusitions and which are having the same assets appearing two or more times. 
1.9 Types of property that cannot be valuated 

Valuation is an economic concept closely connected with the property concept. When there is a discussion about the term valuation usually means rights and benefits related with the property. The legal concept of property and owning is very complex albeit some points are of essential meaning in order for his better understanding. 
The clearest way of property is identified through tangible assets. Such an asset is having physical type. Within the companies they are shown within the asset balance as fixed assets. 

Property rights are also considered as nontangible.
 They are consisted of those assets that are not having physical value and are having contribution to the revenues of the company. Such nontangible assets in the business environment are including the following elements: 

· Money base;

· Contracts for loan servicing;

· Computer software;

· Image; 

· Goodwill etc.
Every single of those types of nontangible assets could be valuated also. 

The third type of property that can be valuated is a business in whole as a combination of tangible and nontangible assets and property rights. In order concept of total valuation to be understood tangible and nontangible assets are to be analyzed as a unity of use that is produced through tangible and nontangible assets. 
1.10 Relationship between the different types of value 
From the aspect of complete business management from the various types of valuation certain relations can be established.In the table below it is shown that various types of future revenues are having influence on the different types of valuation. 

Graph – llustration of the relations among the various types of value and valuation and future revenues of the business 
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Source: M&A Valuatons- Building value in private companies  Frank C. Evans David M. Bishop -John Wiley & Sons, Inc. New York 2004

The lowest value that business could gain is the value as per the  depreciated tangible assets which remains the same with no influence by the value of revenues that are obtained by the company. For example value of the write –offs is constant in certain period of time no matter of the earning that business had. 
Value of the company in the terms of forced liquidation is the second lowest value, but from the practical point of view this might be the lowest value that company could have if it has to be sold as a whole. Likewise the value of the written-off (depreciation value)  tangible assets, in this situation value is also not dependent on revenues company could have in future. Voluntary liquidation is conceptualy  identical as forced liquidation  except the fact that in the last case there is probability higher price to be gained in comparison with the forced liquidation, due to possibility for longest waiting period transaction to be made , in which period probability better buyer to be found, increases. 
The value in use is a value of the tangible assets that typically increases as the revenues of the company. Once the revenues of the company will become zero the value in use and the value of the voluntarily liquidation are theoretically equal but as the business becomes more and more successful the meaning of tangible assets becomes higher and is such cases the value in use is higher than the value in case of voluntarily liquidation. The value of tangible and nontangible shows the tendency for increase as the revenue of the company increases. 

The goodwill value is often increasing as business profits are going high sinc such value is calculated on a basis of difference between the value of a business as a whole and the value of identified tangible and nontangible assets. Same as the profit of the business raises it creates the raise of the goodwill value. 

Cumullative result shows the total business value. It is a value of all tangible and intangible assets increased for the revenue expected in future. The most of the business valuations are undertaken as per the cumulative value of business. 
2. Property Valuation in Republic of Macedonia 
In Republic of Macedonia long time ago there was no legal basis for valuation of the various kinds of property. Since 2010 there is a Law on valuation that is regulating property valuation with the primary aim for the tax purposes but the same law also stipulates use for valuation for private purposes.
 Property has been categorized within the 12 categories: real estate, movable goods, machines and equipment, information technology, intellectual property rights ,trade companies as a whole,military equipment, industrial property, receivables and obligations, agricultural goods, information technology, environment protection. 
 For each of the previously mentioned categories there is a separate methodology based on several standards. For the real estate key standards are environment and location within Republic of Macedonia, for  the information technologies, transport goods, military equipment key standard is depreciation, while for the industrial property and property rights, agricultural property machines and equipment a well as movable goods are both depreciation factor as well as the possibility for future receivables. For each of the last can be used revenues method, costs method or market value method. 
CONCLUDING REMARKS 
     - Valuation concept is a key economic concept that is strongly connected with the property concept. When valuation has been analyzed -usually  are examined rights and benefits arising from the property that is object of valuation. Potential use of the property, timeframe for the value forecast, property location, relative presence and value of substitutes, number of owners, liquidity and presence of market for such property, physical conditions and overall economic environment are mainly considered as factors of highest impact on the valuation concept for certain property.   
    - Due to the impacting factors in recent 70 years mostly in business use (business as usual) are valuation concepts such as : fair market value , investment value , fair value, fundamental value, replacement value, going concern value, book value, goodwill value, replacement value, insured value and compensation value.

-    Most significant changes of the concept were made in: Value in use/replacement value, Goodwill value,Going concern value, Accounting value, Liquidation value, Insurance value, Replacement value, Selling value etc.
  - In Republic of Macedonia legal basis for valuation can be found within the Law on valuation as of 2010 where concept and methodology for the property valuation are determined on the basis of previous categorization of property in 13 categories.   . 
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