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. Purpose, history and method of research

The viability of the companies is determinated by the adaptation to the changes and
challanges of the environment. The viability of business depends on what extent the
companies are able to influence their environment in order to achieve their own objectives;
therefore the viability of business needs to be permanently maintened and developed in
today’s accelerated information society, in the world of globalization. This factor must be
especially emphasized in the case of the crisis management, in a territory which seventeen
years ago still not existed officially in Hungary in its present form, moreover it is a very
“young” branch of science on macrolevel in the western economies and democracies. It is true
that the crisis analysis has been studied vby some more earlier researches — ex: Keynes — but
the classical crisis analysis included macroeconomic approaches with the examination of their
spreading effects. The work and the analysis about today’s world economic crisis first of all
deal with the analysis of the corporate and the national economy environment, and with the
help of this analysis study the business problems.With regard to the circumstances of the
changed world economy,the crisis and their treatment with microeconomic character are
granted an increasingly larger role in the analysis of the current economy, not only within the
ex-socialist countries but more and more in the more developed parts of the world, as well.

During my research I have dealt with the microeconomic analysis of crises and I have had the
purpose to find those possibilities and methods by exploring the territories of crisis, which
help in the prevention and surmounting of crises. In my dissertation I have studied the
national and international literature and have evaluated the results of my practical research
work. Based on these, on one hand by exploring the circumstances of the evolution of crises
and by building on these, on the other hand, I have made efforts to analyze the practical
adaptation possibility of the model of the explored condition system through particular
business instances. I have considered it essential to highlight the crises and the prevention
tools from several sides: both organizational, logistics and quality sides. In my view my work
becomes duly actual due to the above mentioned world economic processes as well as to the
present status of the economy of Hungary.

In the framework of my research activity I have dealt with the analysis of business crises for
more than ten years and I have researched the alternatives for solution both from theoretical
and practical aspects. I got into contact with the theme as a graduating university student, then
at the beginning of my professional career I started to work deliberately with a company,
which dealt with the revitalization and the restructuring of assets of companies. Later on, |
had, as an active manager, the opportunity to experience in reality the problems implied in
crisis situations, where I was (have been) responsible for the solution of problems not only as
external expert, but as a manager number one.

In the dissertation the management of the evolved business crises are also highlighted. To this
end, I have come to the definition of the crisis management tools, starting from the definition
of crises through the crisis territories. From among these I have regarded the preventive tools
as being the most effective ones, especially the exact Crisis Resistance Coefficient (CRC)
index enabling the preparation of the current crisis status map or snapshot. By this doing,
similar to monitoring procedures, we can bimonthly receive snapshots about the actual status
of the company, which is important because the success of the management of a crisis is



determined by the early intervention. By the application and permanent development of the
CRC index the vibrations and fluctuations, that my be determined as premonitory signs of
crises, become early perceivable.

Il.  New or modern scientific statements of the paper

1. The business basic processes go on two complementary operating systems, which
subsystems are divided into eight more subdivisions. A crisis at company level develops
when there are functional disorders at least in two of all the subdivisions.

The business operation could be good when the two subsystems determinating the business
processes: the professional operation system and the serve system are able to create and to
maintain a continuously renewable balance and a harmony with an economic view in the
input and output processes. Follow this, the normal business operation stops when these
processes aren’t balanced anymore.Disorders can be formed in the subdivisions, one or two
conditions ot the profitable operation could be in danger or disappear. I define the operation
troubles of the subdivisions as a domain/field crisis. Providing the operation trouble of one or
more subdivisions exceed a critical mass limit (when more domain/ field crisis are added),
the trouble will be indirectly formed in the operation of the other subdivions. The troubles and
the crisis (field/domain crisis) are as the dominoes, they can cause newer and newer problems,
newer and newer field could be infected by them and they are able to induce whole business
operation disorder with a negative synergetic effect.This state is called as a crisis at company
level. According to me a crisis could be developed when operation disorders are formed at
least in two of eight subdivisions.(field/domain crisis).In this case, it could be expected that
the above mentioned operation disorders could be indirectly extended to the other
subdivisions and they will cause a crisis.

2. The crisis is a multifactor state, one single factor leads to crisis only in special, extreme
cases, the simultaneous existence of at least one external and one internal factor is
necessary for the evolution of crisis. In extreme cases one internal factor is also
sufficient for the evolution of crisis, but one external factor itself does not lead to any
crisis.

During my research activities (in chapter 2 of the dissertation) I have profoundly dealt with
the reasons for the evolution of crises. During my professional career I have had the
possibility to monitor more than 70 companies facing any crisis situations. I have been able to
get secondary information on the companies and I have had the opportunity to examine the
companies on a primary basis during the deep-interviews made with the managers. I have
observed that managers often tend to specify one reason, in general a market reason for the
explanation of crisis situations. On the basis of the data collected through the monitoring I
have concluded that generally the crisis situation was not brought about by the specified
reason or not solely by the specified reason. The market reasons were in all cases completed
by an internal organizational and / or technological reason, the collective effect of which
results in a crisis. For example, the organization reacts to an external sudden change dictated
by the market with non-appropriate reactions, or does not react at all by trusting, that the
external circumstances would later on change or return to their original condition (I address
the organizational response-reactions in chapter 2.2. of the dissertation). I can mention as an
example the case of IKARUS, where everybody told me about a crisis situation brought about



a market “force majeure”. It was for me acceptable that a political transformation and the
related loss of market are regarded as a crisis situation brought about by the environment, |
have realized however, that the actual crisis situation was caused by the non-appropriate
response-reaction or the total absence thereof. In this changed market situation the aged,
inflexible organization was completely unsuitable for finding any new ways with a changed
strategy. Instead, it permanently concentrated on the increase of the number of sold buses in
order to achieve the intended break-even point.

According to Dinya[2] one single factor rarely causes any crises, two or three factors are often
combined. According to my researches, one single factor can lead to a crisis only in special,
extreme cases, during my examinations I have distinguished external and internal reasons and
have concluded that the simultaneous existence of at least one external and one internal factor
is needed to the evolution of a crisis. In order to prove my thesis, I analyse the response-
reactions of the organization in my dissertation, since the quality of the response given to any
crisis situations brought about by external problems is determined by the proper
responsiveness of the organization. If the organization reacts correctly to the external crisis
situation, then the problem would not develop to any actual crises. The correct organizational
response-reaction refers generally to good business operation (in this case to the absence of
internal crisis causes). If the organization reacts not correctly, then it generally does so due to
any internal crisis factor. The same is true vice versa, because also an internal crisis cause has
to be associated with an external factor so that the problems could be escalated. As an
example I could mention several large multinational companies or the companies from Israel,
Mexico or Brazil mentioned by Adizes[1] (usually with state monopoly positions), where
unmotivated and untalented managers and their colleagues do not drive the company to
bankruptcy, because in spite of this the external circumstances provide the conditions for
operation. Consequently, only one external or internal crisis factor does not result in any
crisis, in general the simultaneous existence of both is necessary for the crisis. These were as
a matter of fact symptoms typical for the bureaucracy and death phase of aging organizations
as described by Adizes [1].

Here we can see that we speak about a crisis brought about by the simultaneous impact of an
external and an internal problem. It has also become obvious that external crises bring about
the evolution of internal crises or their escalation and these lead to the actual crisis at
company level.

From a technical point of view there is the possibility for an internal factor for leading to the
evolution of crisis without any external reason, but this can occur only in very rare and
extreme cases. For instance, for the development of the financial bankruptcy of Barings bank
the series of bad decisions of a careless and irresponsible broker was enough, no external
factors were required. I have, however, to note that also in this case an additional internal
factor was needed beside one of the internal (human) factors: the deficiencies of internal
controlling and system operation. The employee would have been irresponsible in vain, if the
business system did not enable him to “commit excesses”.

The hypothesis is proven by me on one side through theoretical models in chapter 2 of my
dissertation, and I have been able, on the other side, to prove it in practice with the help of the
Crisis Resistance Coefficient (chapter 6 of the dissertation) developed by me. The Crisis
Resistance Coefficient is a measurement method indicating the resistance-capability of
companies against the current crises in a quantitative form.



3. Crisis situations are typical not only in the last stage of the business life cycle, but they
can be perceived in each point of the life cycle. Consequently, revitalization points also
occur in each phase of the life cycle.

The last stage of the classical business life cycle is called the stage of decline or crisis
(Kocziszky[3], Timmons[5]). According to the traditional interpretation it is this stage where
crises evolve and where any possible points of revitalization are created (Figure no. 1). This
interpretation accepted also by me has, however, been modified as a result of additional
researches.

The theories and approaches of life cycle are analyzed by literature from several aspects. As
for my research the analysis of crisis situations emerging at various points of the life cycle
was the most exciting issue. Krystek [4] formulated the basic model of business crisis, where
the crisis was divided according to chronological phases of crisis management. At each stage
of the crisis curve (or linear line) broken down by him to five stages so called chance-points
were included. This means that at each of these five stages (perception of crisis, internal
actions, trouble-shooting, efforts for further existence and termination) we have possibility to
put an end to the crisis. In my research I have aimed at proving the existence of the same
possibility — chance points at each point of the business life cycle.
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Figure no. 1 Stages of the business life cycle. (Based on Timmons, [5] own transformation)
The activity is carried on in a new dimension.

Business viability

Preparation — Start, early growth — Growth — Maturity — Decline — Revitalization point

During the examination of crisis situations I have observed (chapter 4 of the dissertation) that
they occur more frequently in the phases preceding decline that in the phase of the decline.
For instance, according to Timmons the phase of growth is for such a point of view more
dangerous than that of decline (Timmons [5]). Following the setup of the hypothesis I have
typologized and examined by categorization the crisis factors typical for the relevant stages.
On the basis of my researches I have concluded that the classical life cycle theory is put in a
new light, as crisis situations may occur at any points of the business life cycle with the same
probability.

The above realization has a great significance on one part in the treatment of business crisis
situations, and from the aspect of any possible revitalization strategies, on the other, because
if the crisis situations can emerge in each stage of the life cycle, then the revitalization points



are permanently present, too. Consequently, if the crisis (or at least a potential form thereof)
can be found in every stage of the business life cycle and every stage renders possibility for
the re-dimensioning or revitalization of the operation of the company, then the activity of the
company can at any time be revitalized or re-dimensioned.

This realization enables us at the same time to group and analyze the companies according to
the revitalization capability. The classification according to revitalization capability opens a
way also towards a new research field. This research field tries to typologize the degree of
business determination and examines the correlations as which business operation forms and
to what extent are from the outset determined from the aspect of crises and revitalization. Of
course, we are searching for the methods of the resolution of determination, as well.

The business life cycle is from the aspect of crisis situation and revitalization is newly
illustrated in Figure no. 2 below.
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Figure no. 2. The business life cycle and the revitalization points (illustration prepared by myself)

4. After a while a so called psychological bond is created between the founder — owners
and their company, which in the initial stages of the business life cycle has a beneficial
influence on the operation of the company, but which later on rather prevents it. The
psychological bond must be cut off in the stages of early growth and maturity of
business life cycle, or else the crisis sensitivity of the company would increase. The
importance of this thesis is much more higher in the case of technocrat owner —
management working in a postsocialist environment.

It can be concluded from the above that in a certain phase of the business life cycle (usually in
maturity phase) the time comes in the life of every company, when the owner must cut off this
psychological bond. Under the cutting of the psychological bond I mean the waiving of the
operative control of the company and the assignment of the company to an expert
management. During my researches | have made the statement that it they fail to do so the
crisis sensitivity of their enterprise will increase significantly. We can also formulate so that
the exposition to crisis of the company is determined by the strength (or weakness) of the
bond. Naturally, this statement is not valid for the so called one-person enterprises.



In order to prove my thesis I have examined 70 small and medium sized enterprises that have
similar ownership structures and development. All enterprises were founded at the beginning
of the nineties, they were or have been without exception in the ownership of individuals and
some kind of technocrat management style was typical for the management style prevailing
there. Each company subject to the examination was interested in carriage or logistics and
they have been in the maturity phase of their business life cycle.

With the help of responding to a list of ten questions the companies have been divided into
two groups. With half of the companies the owners have had a significant part in the operative
management of the company (group “B”), while with the others the psychological bond has
been cut off and the owners have more or less only an owner’s part indeed (group “A”).

During this it could be stated that for a decisive proportion of the companies in group “A”
even the danger of unstable status did not existed for the listed indices (the majority of them
were in a dynamic or stable state). It occurred only with one company that the proportion of
the equity fell to 44% and with the same company the proportion of customers and suppliers,
the liquidity acid test ratio and the signs of debt service referring to crisis could be observed.
With each company in group “B”, at least three indices showed unstable figures or those
referring to crisis situation, but in case of 70% of the companies all five indices reduced
below the unstable level. The detailed chart has been attached in Annex no. 5.

On the basis of the results my hypothesis has been justified according to which the
companies, where the founder owners are active as operative manager number one in the
maturity stage of the business life cycle and they possess a large majority of their decision-
making powers, are with a larger probability exposed to any crisis situations. Consequently,
the resistance-capability of the company against crises can be improved by the loosening or
cut-off of the psychological bond. On the other hand I have to remark, this topic has to be
studied more because I have found some differences among the Eastern European companies’
owner and the Western European companies’owner.

5. The knowledge and application of preventive methods contribute largely to the
avoidance of any possible crisis situations

There are tools with the development of which the crises can be prevented and the
organization becomes more prepared for overcoming the crisis, respectively. The preventive
tools suitable for the prevention of any problems related to the points of the business life cycle
as defined in thesis 2. can be classified. The typologization of the crisis types typical for each
stage of the life cycle and the categorization of the preventive tools render possibility for the
increase of the effectiveness of the struggle against crises.

For the purpose of the examination of the correlation between the application of preventive
tools and the evolution of crisis situations the Crisis Resistance Coefficient method as
described in thesis 7 is excellently suitable.



6. The crises and their management methods can be typologized. Crises can be treated
with such standard methods for which, nevertheless, the execution of extra duties of
customization to different extent for each company may be required.

According to my researches the efficiency of the management of crises depends on the
recognition of crises and on the adequate treatment method. The differentiation of crisis types
is a strategic issue in this regard, just like the precise diagnosis of illness in case of ill people.
Following the precise diagnosis the most appropriate therapy or in the case of crisis the most
effective and useful method for crisis management can be defined.

The dissertation includes the criteria required for the identification of crises and for the
development of a correct crisis management method in such a practical manner, which
renders assistance to any manager for the successful crisis management. The dissertation
includes the standard methods and tools, as well, that can be applied for any companies by
taking into account the local specific needs and circumstances.

7. The resistance of businesses against any crisis situations can be measured with the
Crisis Resistance Coefficient (CRC). The qualitative and quantitative improvement of
information flow will significantly increase the businesses’ Crisis Resistance
Coefficient index.

In certain respect the companies operate like the human organization (Adizes[1]). The internal
mechanisms are processing any external impact in a different manner. The healthier the
internal structure is, the more resistant it will be against the external negative impacts. For
companies the resistance-capability against sicknesses is symbolized by the crisis resistance.

The index of the resistance-capability against crises has been calculated by me with the Crisis
Resistance Coefficient system developed and tested by me. This index can be calculated with
the help of a criteria system of a maximum total score of 2000, for which I have adapted a
Kesselring product benchmarking method to parameter-comparison method. I have weighted
the input parameters by taking account of crisis resistance aspects from 2 to 10. For the
evaluation of the input parameters I have elaborated a special system of aspects. The input
side of the criteria is provided by the data-recording repeated bimonthly. The stabilized
condition (low scattering) of the CRC levels and its figure approaching the maximum score
suppose a high level resistance-capability against crises.

The verification of the CRC hypothesis has been carried out by me during a research work of
almost ten years through the analysis of several companies. With the figure series measured
on the basis of data collection and analyses executed for seven member companies of the
IKARUS company group between 1999 and 2003 the fact has been justified that the crisis
resistance levels are mostly influenced by the quality of information flow. Through the
measurement of the CRC index included in the thesis one could conclude that the better the
quality of the information flow is within the organization, the better CRC evaluation the
company was granted. The information structures within the company can be operated by the
integrated management systems in the most comprehensive and most effective way.

It has been proven that after the introduction of the system the scattering of the CRC indices
reduced and the resistance of companies against crises improved significantly (chapter 6.3 of
the dissertation).



I11. Utilization of the research results and further trends of research

I foresee the utilization of my research to be implemented in the form below:

1.

I would like to issue an independent note in this theme, which could in addition to
theoretical typologization of crises provide practical advice, as well.

The national and international resources processed in the dissertation and the
particular practical results are available for further researches (even in
interdisciplinary frames) for researchers.

The material included in the dissertation renders possibility for the delivery of
lectures and courses, both at Hungarian and international levels.

The results processed during my work can be published in higher educational
lecture notes as independent chapter.

I see further utilization possibilities in the use of the dissertation for education
activities at university level.

The results of the dissertation can be utilized also during a particular business
operation, either via an external counselling activity or as a manager.

My research should serve first of all the further development of the recognition and
management methods for crises. At the same time, additional issues will be formulated on the
basis of the results so far achieved and there will be possibility for a deeper examination of
certain fields. On the basis of these I would like to continue my research towards the
following directions:

I.

I am working on the grouping of companies according to revitalization capability,
which enables me to analyze the companies by taking account of elements of both
human factor and technological aspect and elements with industrial or sector
specific approach. I would like to justify the hypothesis of mine, too, according to
which there are companies that either due to operational or regional aspects are
suitable for revitalization only partially or under specified conditions.

During the examination of the life cycle I have specially dealt with the problems of
growth. During my future researches I would like to analyze this theme much more
profoundly. I wish to explore those crisis factors that are first of all typical for the
growth stage.



I would like to continue with the analysis of the crises for regional aspects, in
particular in the current political and economic situation that has changed and is
under change, respectively. In my opinion the accession to the European Union
will profoundly amend the currently existing regions and will result in new regions
establishing first of all on the basis of economic interests. In this situation the
region will have a completely different impact on the life of businesses than
previously.

The initial realizations related to the bond between the founder and general
manager serve a proper basis for the further research of the theme. With statistical
methods I would like to demonstrate not only the existence of the bond, but the
strength thereof, as well, furthermore with what criteria one could specify its
impact on the business operation.

The globalization processes at the current rate will change the demands for
information flow at micro and macro levels. Consequently, the information flow
within the company should increasingly rely on the external environmental
information. The further examination of the interaction of these to each other can
serve as a basis for the creation of a modern business crisis resistance model.

The research results are suitable for the provision of a comprehensive and practical
aid for the management of crises. I would like to elaborate a more clear and simple
methodology, which would be achieved through the further typologization of
crises and the methods of overcoming thereof. The methodology would further
strengthen the practical character of the tools.

The present research results are able to serve as a comprehensive and practical tool
in crisis treatment. I would like to work out a much more simple and univocal
methodology, which could be effected through a deeper tipologisation of the
crisises. This methodology could help the further enhancment of the practical
character of the tools.
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