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Kasianova A., Kucherenko A. Describing managerial procedure of resistance to a
corporate financial crisis.

In the paper there are described preconditions of a corporate financial crisis and there is
presented a broadened classification of the existing types of afinancial crisis diagnosis. Considering
the most acute challenges of management and economic development, the paper deals with a
managerial procedure which contains gradual financial and economic measures to resist a corporate
financial distress and raiders’ methods of takeovers. The purpose of this paper is to consider the
launch of a mechanism of taking and optimizing organizational and economic measures which
enable resisting financial crisis at an enterprise. The most efficient should be the measures which
are aimed at making a proper diagnosis, implementing changes in cost management, increasing
sales, working with suppliers, optimizing assets, restructuring debts, raising cash, working with
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staff, as well as the measures of involving other financial and economic tool in order to overcome
undesirable crisis effects. It is outlined the necessity of organizational management of postcrisis
phenomena which depends on the aims of managers, organizational structure of an enterprise, etc.
In the article there are described those branches of national economy which are the most prone to
plunge into a crisis and there is also assessed their attractiveness to corporate raiders. Using the
values of certain indicators, the enterprises can influence their policy and be more or less prepared
to raiders and takeovers. Among the described raiding methods there are outlined such as: obtaining
control over property, buying a holding of shares, pressing debtors using the bank information and
semi-legal schemes of privatization of municipal enterprises.

KacbsnoBa A.A., Kydepenko A.B. YmnpasieHue npoueaypoil NpoTHBOAEHCTBUA
(prHAHCOBOMY KPU3HUCY HA NPeINPUSATHH.

B crarbe onucanbl NpeanochbulKi (PUHAHCOBOIO KPU3MCa HA MPEINPUSITUH U MpEACTaBlIeHa
paciiupeHHas Kiaccuukamus CyIecTBYIOIUX BUAOB JIUAarHOCTUKU (hrHaHCOBOTO Kpusuca. beps
BO BHUMaHue HauOoiiee OCTpble MPOOJIEMBbI YNpPaBJIEHUS U SKOHOMUYECKOIO Pa3BUTHS, B CTAaThe
MIPEJICTaBJICH aJrOPUTM U ONMCAaHA IMOCJIENOBATEIbHOCTh (PMHAHCOBO-IKOHOMUYECKUX MEp IO
MpeOTBpAIlleHUI0 (UHAHCOBOrO KpH3uCa Ha NPEANpPUATHH U PEHIEpCKUX METOJO0B 3axBaTa.
Llenbto cTaTby SBJISETCS ONMMCAHUE IOIIArOBOTO MEXaHM3Ma BBIXOJA MPENNpPHUSITHS U3 KpU3Hca.
Hau6omb11yto 3¢(heKTUBHOCTD IEMOHCTPUPYIOT MEPHI IO peaiu3alii KOMIUIEKCa JIEHCTBUN yTeM
MIPOBEJICHUSI COOTBETCTBYIOIIEH JMAarHOCTUKH, YIIPABICHUIO PACXOJaMH, MOBBILIEHUIO IMPOJAXK,
paboTe ¢ NOCTaBIIMKAaMH{, ONTUMH3ALUU YIPABICHUS AaKTHUBAMH, PECTPYKTYpHU3alMU [OJITOB,
YIOPaBIEHUIO JIEHEKHBIMU CpPEJCTBAMH, BEJICHUM KaJpOBOW TOJUTHKH, a TAaKXKe MEpbl II0
MPUBJICYEHUIO JAPYrUX (PUHAHCOBBIX M DSKOHOMUYECKUX HWHCTPYMEHTOB JUIsl IPEOJ0JICHUS
HEeXKeJIaTeJIbHbIX KPU3HCHBIX MocieAcTBUI. OTMedeHa HeOoOXOJMMOCTh OpPraHU3allMOHHOIO
yIpaBieHUS TOCTKPU3UCHBIX SBJICHUI, KOTOPOE 3aBUCHUT OT LI€JIeil yIpaBieHUs], OpraHu3allMOHHON
CTPYKTYpbl mpennpusituss u T.1. OO03HAUEHb OTpPACiAM HApPOJHOrO XO3sicTBa, Haubolsee
MO/IBEPKEHHbIE KPU3HUCY, U OLIEHEHA WX MPUBJIEKATEIbHOCTb C TOKU 3PEHUS PEHUIEPCKUX aTak.
Pacnipoctpanensbie B YKpauHe METO/Ibl peidiepCcTBa Ha MPEANPUATHAX MIPEJICTABIEHBI B KOHTEKCTE
UX BIUSHUS HA KPU3UCHOE COCTOSHUE TMPEANpUATUS, a TakkKe J0Ka3aHa HeO0OXO0IUMOCTh
YCUJIEHHOTO KOHTpOJISI HaJl KPU3UCHBIMU NIPOIECCAMM HA MPEANPUATUU JIi HEJOIMYIIECHUS
CO3JaHMsI YCIOBUHM JUISl €r0 ySA3BUMOCTH K BHEUIHHM JeCTaOMIM3UPYIOIINM sIBICHUAM. B cTarbe
ONMCAHbI TaKHE peiliepcKue METO/Ibl KaK: 0OpeTeHne KOHTPOJS HaJl UMYIIECTBOM, IPUOOpETEHNE
CTelKa aKuui JJis JIErajJbHOTO BCTYIJICHUS B KOMIIAHUIO, JTABJICHHE HA JOJDKHUKA, MaHUIYIUPYS
0aHKOBCKOM MH(pOpMalMeil, a TakkKe U CXeMbl MOIYJIEraJlbHOW MPUBAaTU3aLUMU MYHHULIMIIAIBHBIX
MPEANPUITHIM.

KacesinoBa A.O., Kyuepenko A.B. YnpapiiHHa npoueayporw mnpotruiii ¢inancosii
KpH3i Ha MiANPUEMCTBI.

VY crarti omucaHi mepeayMoBU (DIHAHCOBOi KPU3M Ha MIANPUEMCTBI Ta IpeicTaBiieHa
po3mupeHHa kiacudikaiis ICHYIOUMX BUAIB J1arHOCTUKU (pIHAHCOBOI Kpu3u. bepyun 1o yBaru
HaNOUIBII TOCTpP1 MPOOIEMH YIIPABIIHHS Ta EKOHOMIYHOIO PO3BUTKY, Y CTAaTT1 IOJAHO aJTOPUTM Ta
OIMCAaHA MOCTIIOBHICTh (DIHAHCOBO-EKOHOMIUHUX 3aXO0/1B 11010 MOJI0JIaHHIO (PIHAHCOBOI KpU3H Ha
MIANPUEMCTBAX Ta PelIepChbKUX METOMAIB 3aXOIUIeHHs O13Hecy. L{iyutto cTaTTi € onuc nocTyrnoBoro
3amycKy MEeXaH13My II0JI0 BUXOTy 3 (iHAaHCOBOI KpHU3W Ha mianpueMcTBi. HaltOuibiry eexkTuBHICTD
BIIOOpakaloTh 3ax0AM MO peai3alii KOMIUIEKCY [ IUIAXOM IPOBEAEHHS BIIHNOBILAHOL
JIarHOCTUKM, YIPAaBIIIHHI BHJATKaMM, IOKpAIEHHS MpoJaxiB, poOOTH 3 MOCTayaJbHUKAMH,
ONTHUMI3aLlll YIPABIIIHHSA aKTUBaMH, PECTPYKTypu3alii OOpriB, yrnpaBiaiHHS I'POLIOBUMHU KOIITAMH,
KaJpOBOi MOJIITUKU, @ TAKOXX 3aJIy4€HHI IHIIMX (PIHAHCOBHUX Ta €KOHOMIUYHUX IHCTPYMEHTIB JJIs
MOJ0JIaHHA HeOaKaHMX KPU30BUX HACHiIKiB. BigzHaueHa HEOOXITHICTh OpraHi3amiiHOTOo
YIOpaBIiHHSA IOCT KPU30BHUX SBHIN, SIKI 3ajie)XaTh BN LUIEH yHpaBiiHHA Ta OpraHizamniiHol
CTPYKTYpH Ta 1H.. OnucaHi cpepu HApOJHOTO TOCIONAPCTBA, AKI HAMOLIBII CXMJIbHI 10 KPU3U Ta
HalOWbII npuBabMuBl Ui peinepcbkux atak. [lommpeHi B YkpaiHi MeToau pelaepcTBa Ha
MIANPUEMCTBAX MPEJCTABIIEHI B KOHTEKCTI iX BIUIMBY Ha KPU30BHM CTaH MIANPHEMCTBA, a TaKOX
J0Be/ieHa HEOOXITHICTh MOCUJICHHSI KOHTPOJIIO HaJl KPU30BUMHU IIPOLECCAMH HA MIANPUEMCTBI s
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HEJOMYILEHHs! CTBOPEHHSI YMOB JJIsi HOro Ypas3JIMBOCTI J0 30BHILIHIX J1eCTaOUII3yI0uuX (PAKTOPIB.
JIo OCHOBHHMX pPEWIEPCHKHX METOJIB, Kl PO3IJISHYTI B CTaTTI BIJHOCATHCS TaKl SIK: OTPUMAHHS
MMOBHOTO KOHTPOJIIO HaJ MaWHOM KOMIIaHii, KYIIBIA TME€PEBaXKAU0i KUIBKOCT1 aKI[li s
JIETaJIbHOTO YIPABJIIHHS HEI0, MAaHINYJALIA KOMIAHIED —OOpKHUKOM 4epe3 OaHKIBCHKHM CEKTOp
KU 11 00CIyrOBY€e Ta CXEMHU HaIlIBJIErajbHOT MPUBATU3ALIIT NIIPUEMCTBA 13 3a/IIEHHSAM TEHAEPHUX

MPOTIEAYD.

Introduction. Financial crisis in a company can be attributed to many causes, such as
general market downturn, wrong strategy development and inefficiency of management. Regardless
of the cause, in order to bring a company out of crisis, one can use universal tools. The speed and
the methods of overcoming crisis will largely depend on its causes and the stage of their detection.
According to A.A. Shemetov [1], the process of development of a financial crisis can be divided
into four main types. First, it is inefficiency of use of capital which results in reduced profitability
and absolute values of profit. Second, it is decrease of margins as the result of higher production
cost. Third, it islack of reserve funds which can result in a sharp decline of a company's solvency; it
is important to note that more often than not, such events are accompanied by a significant
reduction in production. Forth, it is the acute insolvency: a company has no available credit lines or
reserve funds to finance production and meet overdue commitments. This can increase possibility
of bankruptcy.

Literature review. From managerial standpoint, the issues of crisis management planning,
crisis anticipation, analysis of crisis events were revealed in the last decade in the scientific society
by such researchers and practitioners as K. Smith [11], J. Bernstein [12], E. Devlin [13], A. Asaul
[3]. The manuscripts of L. Ligonenko [14], A. Shemetov [1] were also devoted to the financial
aspects of crisis, the probability of the crisis events emergence, evaluation of a crisis state,
improvement of a distressed company’ s situation and controlling over such situations. But still there
remain the issues that describe a methodological base which reveals the whole complex of
interconnection of the measures taken to improve companies performance. The aim of the article is
to describe algorithm of taking and optimizing organizational and economic measures which enable
resisting financial crisis at an enterprise.

Results. From practical point of view and personal experience, the signs of afinancial crisis
are: steady company’s stagnation in sales; exceeding the limits for shipping goods to buyers;
availability of stocks and their dynamics;, poorly diversified portfolio of customers; lack of
budgeting; insufficient credit policy; rapid growth of overdue accounts payable.

Poor managerial performance includes: a clash of interests of management and owners of an
enterprise; low proficiency of management; discrepancy between the existing means of production
and the tasks of a company [2]. But in order to be able to name more exact reasons of an economic
or financial crisis one should use different methods of diagnosis of a corporate crisis state. The most
effective and well-spread ones are given in the figure 1.

Financial managers should consider the following measures to resist a forthcoming or an
already existing financial crisis which can be taken consecutively or which can become a part of a
counter-crisis program. Such a program may consist of the next stages.

A preparatory stage — a comprehensive diagnosis of possible causes of a crisis in a
company which includes the following types of diagnosis.Depending on the purposes of a company,
its legal and organizational form of doing business, organizational structure and the necessity of a
rapid crisis resistance, it is feasible to involve external consultants or create a so called internal
crisis management team which can be also a core crisis communication team, an executive
management team, a crisis management command center, etc.

1st stage — cost management which involves the following procedures.

Formation of a company's budget. Cost planning and delegation of the relevant
authorities to middle managers would significantly reduce a company's costs. If there is no
budgeting at the time of financial crisis, it is advisable to draw a master budget which includes
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budgets of key production departments, accounts receivable and accounts payable budgets and
budgets of raw materials.

Horizontal and vertical integration. Horizontal integration involves the search for
procurement opportunities with other buyers which may offer certain discounts. Vertical integration
means working more closely with suppliers of key raw materials and items.

Analysis of the possibilities of outsourcing. A profound analysis of components
should be made to determine which ones should be produced profitably in a company at the lowest
possible costing point, and which ones may become outsource components and be produced at a
lower costing point outside a company (comparative advantages).

Introduction of new forms of payments to contractors (bills, barter).

Stringent cost controls.

Processes optimization. It is feasible here for top management to discuss
technologies of production and quality of output. For example, such a decision may lead to
reduction of waste production because of more effective use of resources and raw materials.

. Reduction of labour costs. Downsizing bonus schemes should be developed for a
company's staff to motivate it, potentially resulting in increased productivity and reduced costs.
However, one should avoid downsizing. In most cases, the savings from lower wages are almost
insignificant, but such measures could trigger a personnel crisis.

Diagnosis of a corporate financial crisis

! | l y
Express Fundamental Methods of a bankruptcy probability Other quantitative
diagnosis diagnosis assessment and qualitative
indicators
Liquidity and Factor analysis Z-score (by E.Altman) Enterprise value
solvency Matrix models Other multiple-factor discriminant models Analysis of
%% Graphical Model of bankruptcy (by W.Beaver) financial flows
. methods Forecasting model (by R Taffler) Balance models
urnover . )
Strategy analysis Rating systems of a
N Modd R (by ISA) n
Profitability Analvsis of barjkrug_ tey risk
—y—com atitiveness A-score (by Argenti) estimation
Financial Other expert models Method of criterion
turnover research Method of bankruptcy forecasting (by !|m_| Isof evaluation
indices
V.Kovaev)
Method of financial and economic
stability (by M. Abryutina)

Figure 1. Classification of methods of a financial crisis diagnosis
2nd stage —salesincrease in a crisis Situation which may lead to the following activities.

Making a segmental marketing research. The main objectives of such a study are:
determination of market capacity; assessment of the possibility to increase sales and selling prices,
to have deeper knowledge about consumer preferences.

Selection of a group of products that yield the highest profit. There may be made an
ABC-analysis in order to assess production profitability. Attention of sales managers should be
focused on the first group of products.
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Revision of the assortment and pricing policies of a company. It is necessary to
estimate the breakeven point for each category and to compare it with the data about sales for the
several previous periods.

3rd stage — working with suppliers which can ensure the following: refusal from former
suppliers of the overpriced raw materials, centralizing all the purchases through the executive
accounts; horizontal integration of procurement with other local companies; making a list of
priority paymentsin a decreasing order.

4th stage — optimization of the use of assets may include such types of measures as:
analysis of the use of fixed assets; redistribution of burden among the assets. This should help save
property taxes and reduce maintenance costs; outsourcing of some processes.

5th stage — cash management which considers the following processes.

Structuring of debtors by terms of payment. For each group there should be assigned
a responsible person who would control the terms and the result of meeting obligations in full
compliance with counterparties. It is advisable to introduce a bonus scheme for managers which
would depend on the terms of repaying the receivables.

Selling receivables to a factoring company. The essence of a factoring operation is
the following: a finance and banking organization or a specialized factoring company buys off the
unpaid bills and covering documents by the vendors which confirm meeting their liabilities asto the
delivery of goods. The objects of such a buyoff are accounts submitted to the payment, and also the
accounts which are not yet submitted by postponed payments [5]. In terms of crisis management,
there are considered two main alternatives of factoring services:

1) securing a credit from bad debts;

2) urgent grants of invoices in cash up to 85% from their par value which is connected with
insuring credits and guaranteeing payment of the rest ones during the agreed time period.

Development of formalized principles of assessment of a customer’s creditworthiness. One
may consider a buyer creditworthy as long as his payments cover the cost of sales of a product.

Formation of the scale of discounts for early repayment and cash flows forecasting. Before
introducing the new terms of payments with contractors, it is necessary to simulate the situation by
building a cash flow budget and the budget of revenues and expenditures. If the optimal result is
obtained, the new scheme may be approved by a special company's order.

6th stage — debt restructuring which consders granting certain delays from creditors. For
instance, it may be reduction of liabilities or cutting an interes rate for a credit in exchange for various
assetswhich belong to a company. Some types of accounts payable restructuring are given below.

Assignment of rights of ownership on fixed assets. A company can negotiate with the
lender to pay off accounts receivable in exchange for fixed assets. Before proposing any assets as
compensation, it is necessary to assess whether they are important for a company s performance.

Assignment of a company's shares. One of the types of compensation is to offer a
holding of shares which is on the balance sheet of an enterprise. In this case a new emission of
shares is used to reduce payables. The agreement is conducted between a creditor and the owners of
a company which are willing to assign their shares in exchange for the improved credit conditions.

Offsetting of debts. A company may also try to buy the debt of a creditor from a third
party at a substantial discount, and then to offset the full amount.

Resigning payables. The company can offer to "unsecured” creditors to renew debt into
secured obligations in exchange for areduction of the debt, the interest and (or) increase in the term
of debt repayment.

Repayment of debt by providing promissory notes. As a means of restructuring, a
promissory note is a new obligation which should be met according to the newly set terms and often
at a smaller interest rate. It releases a company from paying the debt for a certain period, thus
enables a company to improve its key performance indicators [2].

Debt forgiveness. It is a voluntary cancellation of all or part of a debt obligations within
a contractual arrangement between a creditor and a debtor. More specifically, the contractual
arrangement cancels or forgives all or part of the principal amount outstanding, including interest
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arrears (interest that fell due in the past) and any other interest costs that have accrued. Debt
forgiveness does not arise from the cancellation of future interest payments that have not yet fallen
due and have not yet accrued. In common words, debt reorganization (also referred to as debt
restructuring) is defined as arrangements involving both the creditor and the debtor (and sometimes
third parties) that alter the terms established for servicing an existing debt. Types of debt
reorganization include debt forgiveness, rescheduling, refinancing, conversion, prepayments, and
assumption [4]. A creditor can also reduce debt through debt writeoffs — a unilateral action that
arises, for instance, when a creditor regards a claim as unrecoverable, perhaps because of
bankruptcy of a debtor, and so no longer carries it on its books. This is not debt reorganization
because it does not involve a bilateral arrangement. Similarly, a failure by a debtor to meet his debt
obligations (default, moratorium, etc.) is not debt reorganization [4].
7th stage —working with the staff which implies basic procedures such as:

recovering the plans to overcome a crisis. Employees should be provided with
information about a company’'s economic state, the most feasible scenario of a company’s
performance in case the counter-crisis measures would not be taken, the planned measures to
overcome a crisis, and the expected results from their implementation; there also should be
presented a program of withdrawal of a company from a crisis state and the role of employees in its
successful implementation. One can use a personal touch, handling, distributed by e-mail, or
interaction with the "workers councils".

loyalty to the leadership. In crisis, it is essential to ensure the loyalty of employees
towards a company’ s management. If acrisis is caused by internal factors, this means: crisis is the
result of strategic or tactical mistakes of the leaders. In that case, saff loyalty is difficult to retain.
However, crisis managers could be invited.

creation of a differentiated system of rewards. Motivation of the key employees should
be fulfilled in a crisis program. It is important that financial incentives are linked to measurable
indicators which show the fulfillment of the tasks. For the rest of staff, the motivating factors may
be meeting commitments of management, terms of payment and level of wages. This should
prevent sabotage and strikes in acompany [1, p. 23-96].

Moreover, one should also consider the possibility of creating international reporting forms
with amendments because of a crisis. The assets are depreciated more in a crisis situation, the price
difference can be determined and displayed in accounting [2].

A final stage— conduction of a post-crisis analysis which requires determination of damage
and enables to understand the right or wrong actions or any weaknesses in a Crisis response process.

It is necessary to be aware of raiders preferences. A crisis company or a financially
distressed company is more likely to be attractive to raiders. According to the survey of economic
sphere made for the ClS-countries in 2011 [2], the most attractive enterprises for hogtile takeovers
can be shown in the following sequence. Expert estimation of raider attractiveness by branches of
industries is measured in scores and consists of the following components: 1) assets liquidity; 2)
economic trouble or instability (the rating was based on analysis of 100 companies from each
industry; the basic was the index which computed the ratio between fixed assets to total assets of a
company); 3) “scattering” of capital or fragmentation of capital (the rating was based on analysis of
100 companies from each industry; the basic was the index which considered the degree of
fragmentation or scattering of the capital). This indicator gives an idea to the raiders about the
“narrow links” in the structure of property [2]. One should mention that in economics, under a
“scattered” holding of shares there is understood a block of 10 percent and less which is distributed
between more than ten shareholders. At the same time, financiers use an indicator of shares
consolidation in order to analyze probability of a company to be taken over by the raiders. For
instance, if the property structure is distributed between five shareholders in proportion of
25/25/10/20/20 percent it may be considered as non-consolidated property, i.e. it is more vulnerable
for the raiders.

The total computation has shown the next results: services to population obtained 9 scores;
retail and public catering, light industry, timber and paper industry, as well as agriculture obtained 7
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scores; finance and insurance industry was also in the risk group and received 6 scores; 5 scores
went to food processing industry and building materials industry; less attractive were machinery,
metalworking industry and ferrous metallurgy (4 scores), transportation, construction, chemical and
petrochemical industry (3 scores); a minimum perspective from raiders’ point of view had such
industries as non-ferrous metallurgy, communication industry, electric power industry (1 score);
fuel industry was estimated by O scores. To those industries, the indicators of which exceeded the
average indices more than 20 percent over the country there was given a maximum score 3, if the
indicators were more than 20 percent less than that of the average — such industries became 0
scores, the rest ones were given 1 score. Thus, the above information comprises the most attractive
industries for raiders. If a business does not fall into the top 6 industries, its chances of attracting
potential raiders reduce as far asits scores drop in the list.

The review shows that the most prone to plunge into crisis or to be attacked are such spheres
as finance, crediting, insurance, light industry, machinery construction, services. This tendency is
not only in the CIS countries but also all over the world. The most well-spread practice for such a
raider attack is a bankruptcy procedure.

The basic tools of corporate raiding may also involve methods to gain control over property.
Raiders use regulatory framework to challenge ownership, transfer assets, block the issue of permits
or reissue permits in their own name. Raiders attempt to replace a company’s share registry with
their own, thus transferring legal ownership. They may also utilize law enforcement agencies to
open an investigation to seize key company documents which can later be falsified to transfer
ownership to the raider. There exists an alternative when raiders use methods such as buying stakes
to access company books legally, or gaining board seats to obtain control over a company’s
activities and access to its information.

Another raiding method relies on the banking sector (it has emerged during the last financial
crisis in Ukraine): creditors have become participants in raiding schemes involving the use of bank
information regarding loans and deposits. Such schemes involve the raider working with mid-level
bank management to identify borrowers that have been weakened by a crisis. Once a company
refinances its line of credit, the bank has information about the financial position of that borrower.
If a bank’s management has a relationship with a raider, they can work together to take over a
company’ s assets, leaving a borrower with adebt [7, §].

An irregular way of corporate raiding is connected with creating a semi-legal scheme of
privatization which is more or less widely used in Ukraine and was especially popular during the
last three years. In big cities, municipal property may easily go private (creating a controlling
interest of shares of acommercial company) with the help of non-transparent tender bid and a bank-
mediator which launders money. Prerequisites for such a privatization are: an official incentive of a
buyer (official name is investor) who plans to renew or modernize an object (a target municipal
company or an object of infrastructure, especially airports, hotels, production enterprises, stadiums,
bomb-shelters, telecommunications, etc.); an agreement with the municipal council which
presupposes enlisting support of the vast majority of its deputies; a created corporate firm the owner
of which privatizes a target and also possess a commercial bank. The role of such a bank is to
provide security of the future loans.

The main difference of such araiding operation from a common privatization isthat atender
may be won by a company which has not the slightest experience in implementing those measures
for improving an object which were proclaimed, a company may not possess special equipment or
have an official permission (in spite of it, this should be the main condition of privatization); a
created corporate firm may be even registered outside the state borders and be an offshore company
without atangible office inside the country; the official buyer may be a figurehead; according to the
legislation, the municipal property cannot be a part of a seed capital of a commercial enterprise; the
total sum of share (or seed) capital may be thousands of times less than total assets of a target or
even the necessary sum for renovation; the whole operation may be legally characterized as a
leveraged buyout — a method of acquiring a company using money that is nearly all borrowed. The
main distinctive feature of a leveraged buyout is that in business, it is perceived negatively and
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considered as a hostile takeover because there may be no firm guarantees that an acquiring
company will obtain a credit and use it as intended. Otherwise, a target-company may go bankrupt
or if it gains excess profits it may be a cash cow for its new proprietors. In Ukraine, the described
situation takes place in spite of legislation and public opinion. The main cause for thisis that such
operations are connected with big businesses and governing authorities at all government levels
where the actions of logrolling are still extremely popular.

Conclusion. Crisis is often regarded as a “turning point” in the history of a company.
Overcoming a crisis may strengthen a company to overcome future difficulties. On the other hand, a
well-timed diagnosis and prevention of early signs of crisis may help reveal the problems in
financial and economic sphere of a company and, using a certain managerial procedure, create
preconditions to prevent a company from distress and a corporate raiding afterwards. The research
proves the necessity of profound and task-oriented organizational and economic management both
for the pre-crisis and post-crisis periods in order to stabilize the situation which occurs.
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