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ASSESSMENT OF CRISIS DEVELOPMENT IN THE ENTERPRISE

Current economic conditions of Ukrainian enterprises 
functioning are characterized by extensive and profound 
manifestations of crisis at the micro- and macro-level. 
A part of loss-making enterprises in the Ukrainian 
economy increases to 37,3% in 6 month 2020 compared to 
26,4% in 2019, and the amount of losses incurred totalled 
218654,6 thousand UAH [1]. According to the legal 
statistics, out all the commercial court cases in 2019, cases 
arising of bankruptcy disputes amounted for 18,1 thousand 
(in comparison with 22,4 thousand in 2018), or 19,1% 
(23% respectively), with 1,184 cases (1,368), which is 
one case out of fifteen being about the debtor’s bankruptcy 
[2]. This determines the topicality of research into modern 
enterprise management methods, mechanisms and tools 
under the condition of crisis.

The most important tool for crisis management 
of the enterprise is an adequate and correct assessment 
of the depth and direction of crisis phenomena in its 
activities. This is primarily due to the fact that timely 
and accurate diagnosis of the degree, severity and causes 
of the crisis is the basis for developing effective anti-
crisis management actions, which allows the formation 
of optimal anti-crisis budget and reduce the length of time 
needed for financial recovery.

The aim of the study is to develop and improve 
approaches to assessing the depth of crisis phenomena in 
the activities of economic entities.

If crisis development signs are identified in 
the enterprise performance, firstly, it is necessary 
to determine its depth, which can be fulfilled with 
the help of such tools as instant diagnostics (definition 
of “ill” financial reporting items), bankruptcy probability 
evaluation based on discriminant models developed 
by foreign and native scholars, as well as fundamental 
bankruptcy diagnostics, which presupposes not only 
complex in-depth financial ratio analysis, but economic 
and mathematical methods application (factor analysis, 
correlation regression models development, future 
financial status forecasting methods etc.) as well.

Let’s analyze the literature sources, which consider 
the issue of assessing the crisis of enterprises. Thus, Blank 
I.A. [3] identified three gradations of the development 
of the crisis in the enterprise: a mild financial crisis, 
a deep financial crisis and a financial catastrophe. To 
assess the level of the crisis, the scientist suggested using 
indicators of liquidity, market value, financial stability, 
the formation of financial resources and cost dynamics.

The authors [4] considered three phases of the crisis – 
in the first phase income from operating activities decreases, 
in the second phase a loss is formed, liquidity is reduced 
and there is a lack of working capital, the third phase is 

characterized by significant growth of borrowed capital 
and balance of receivables and payables to the negative 
phenomena which have arisen earlier. As the main indicators 
of crisis development of the enterprise scientists have 
allocated indicators of efficiency of activity of the enterprise, 
liquidity, financial stability and business activity.

O. G. Melnik [5] identified 6 states of the enterprise – 
ideal, favorable, destabilizing, pre-crisis, crisis 
and catastrophic, which ultimately manifests itself through 
insolvency, disruption of capital structure, lack or low level 
of financial performance, low level of economic activity or 
its absence.

O. A Tereshchenko [6] formed the following  
approach to assess the development of crisis phenomena:

a phase that does not threaten the functioning 
of the enterprise, the presence of crisis phenomena may 
indicate possible deviations in the indicators of solvency 
and financial stability;

a phase that threatens the existence of the enterprise, 
so the enterprise needs financial rehabilitation. According to 
the scientist, the company’s entry into this phase of the crisis 
can be detected through falling sales, reduced ratios 
of current liquidity and autonomy, deteriorating business 
performance, reduced financial performance or lack of it; 
deterioration of the ratio of operating and investment cash 
flows to assets and operating cash flow to net income; crisis 
situation leading to the liquidation of the enterprise. The 
main features of this phase are unprofitable and insolvent 
enterprise; persistent negative trends in the dynamics 
of financial independence and business activity, a significant 
deterioration in the ratio of operating and investment cash 
flows to assets and operating cash flow to net income.

Thus, the generalization of the selected approaches 
allows us to conclude that the authors to assess 
the development of crisis phenomena in the enterprise 
proposes the use of financial ratios in the following areas:

1) efficiency of enterprise activity (profitability);
2) liquidity and solvency;
3) business (economic) activity;
4) financial independence (sustainability);
5) profitability;
6) cash flow assessment.
Analysis of the ratio of indicators used in foreign 

and domestic models for assessing the probability 
of bankruptcy [6–9], suggests that foreign models use 
a fairly limited number of financial indicators (maximum 
five), mainly characterizing the capital structure and ability 
of the company to generate profit. In turn, the developments 
of Ukrainian authors have a large list of coefficients 
and a wider coverage of various aspects of the financial 
condition of the enterprise.
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Thus, to conduct a comprehensive assessment 
of the development of crisis phenomena in the activities 
of enterprises, it is proposed to use the following indicators 
in accordance with the above areas of assessment 
of financial condition:

1) to identify crisis phenomena in the field of efficiency 
of the main activity of the enterprise, it is proposed first 
of all to calculate the ratio of the growth rate of cost to 
the growth rate of net income. This will reveal a tendency 
to deteriorate the structure of financial results if the value 
of this ratio exceeds one, which indicates a predominant 
increase in operating costs. This indicator is proposed 
to be supplemented by the calculation of the operating 
leverage ratio, which shows the share of constants 
tomorrow in the total net income of the enterprise. Thus, 
the analysis of the structure of financial results with 
the help of the proposed indicators will allow to identify 
in a timely manner the negative trends, the development 
of which may lead to losses, respectively, the development 
of the crisis in the enterprise;

2) thus, the analysis of the structure of financial 
results with the help of the proposed indicators will 
allow to identify in a timely manner the negative trends, 
the development of which may lead to losses, respectively, 
the development of the crisis in the enterprise;. The first 
of the proposed indicators allows you to assess the ability 
of the company to immediately fulfill the most urgent 
obligations, and the second characterizes the ratio of total 
current (liquid) assets to current liabilities. Thus, the use 
of these coefficients will allow a comprehensive assessment 
of the level of solvency of the enterprise as a whole;

3)  the business activity of the enterprise is assessed 
using turnover ratios, so to assess the crisis in this area, it is 
proposed to calculate the following indicators: the period 
of turnover of current assets, which characterizes the duration 
of the operating cycle, and the extension of which may be 
one of the early crisis signals; accounts payable turnover 
ratio, which assesses the state of settlements with creditors 
and receivables turnover ratio, the decrease of which is 
a negative trend and may indicate an increase in credit risk 
for the company;

4) to assess the crisis in the field of financial stability 
should, first of all, use the financial risk ratio, which 
shows the ratio of borrowed and equity and the growth 
of which indicates an increase in the financial dependence 
of the company on creditors. In addition, it is proposed 
to assess the growth rate of short-term liabilities, which 
are the most risky source of financing for the company. 
In this case, if this indicator exceeds one and increases in 
dynamics, it can be a significant source of crisis phenomena 
in the enterprise;

5) the main factors to identify the presence 
of crisis phenomena in the field of profitability should 
include the return on sales and return on equity. The 
first indicator allows you to assess the profitability 
of the main activities of the enterprise, and the second – 
the level of efficiency of investments of owners. The 

negative dynamics of these ratios is a sign of low 
financial performance and may lead to a deepening 
crisis in the activities of the business entity;

6) the main characteristic that allows to identify 
the emerging negative trends in the structure of cash flows 
is the growth rate of net cash flow. At the same time, if 
the net cash flow has a negative value, it already indicates 
its deficit and can be considered as a sign of deteriorating 
financial condition.

Thus, the proposed set of financial indicators can be 
used in combination to assess the crisis in the enterprise, 
identify the depth and extent of the crisis, as well as identify 
problem areas, which will allow to develop effective anti-
crisis measures. 
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