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Abstrakt.

Podniky udaja ztraciobrovskésastky pewz ro¢né v disledku na nechihé nehody, poSkozeni
zarizeni a neplanované odstavky . Tyfgpady jsou obvykle zpobeny zidznych dvodi, od
jednoduchych zézeni do hlavni konstrdii chyby, nebo chyby lidského faktoru. Pro z&jist
prijatelné Grové bezpeénosti a maximalizovani zisku , jsou podniky rédassledovany.
Riizné monitorovaci techniky se vip#hu celého pimyslu, snazi se za determinovat jakékoli
abnormality v chovani podniku nebo jeho okoli. Ghyétekce a diagnostiky byly a stéle jsou
aktivni oblasti vyzkumu jak v akademické obce vtgkimyslu. Systémcasného varovani
(early warning system, EWS) informuje provozoeatel moznosti vzniku ¢ekané situace.
Provozovatel pak musi ¢levé proSefit signal EWS a pochopit@inu problému aby podnik
vcas mohl reagovat na situace. Cilem prace je zkoumdefenice a navrh signala
symptoni véasného varovani v ramci rozvoje EWSzzaaicelem pouziti wizeni podniku.
Prace bude vychazet ze znalosti aktualnich vniglopmvych aktivit a process zvySeni
presnosti determinace nebeapgch jewi a z pokeby vykazovani pravdivych ekonomickych
vysledk a zaroveé znalosti realného stavu ekonomického potenciatinppm a jeho okoli.

Klicova slova: systém &asného varovani, symptomy, management, konkuresjceba,
podnik, riziko.
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1. Introduction.

Industries reportedly lose huge amounts of moneyually due to unwanted accidents,
equipment damage and unplanned shutdowns. Thegkente are generally caused by a
variety of reasons from simple equipment malfumido major design flaws to avoidable
human errors. Moreover, safety has grown to bertbst important concern over all sectors
of industry. To assure an acceptable level of gadatl to maximize profit margin, firms and
business enterprises are constantly monitoredei@ifit monitoring techniques with Early
Warning Systems (EWS) are practiced to indicateadomormality in the behaviours of a

firm, or detect any fault in the components of tine. After a fault or any other abnormality
is detected in the firm, alarms of EWS notify th@emtor or manager about the unexpected
situation. The manager then needs to carefullyereihe alarm and understand the source of
the problem in order to take the necessary couecction. Modern digital technology has
made it very easy to implement various fault dédectechniques and configure as many
alarms as wanted, but one of the most importants par EWS are signals of risks or
symptoms of abnormality, which we define and reviewhis paper with a little comments.



2. Operational risks.

2.1.Unplanned stop in productioft is not just a stop itself and its financialghcations,
but the reasons which have made it possible. Haaons are the main danger.

2.2.Failures in computer networks is a constantly grayvdanger Programmer attacker
may knowingly permit small failures, testing thensiévity of management and
preparing large-scale problems in the system.

2.3.The presence and especially increase of frequawtsin production, supply and
designcan tell us about the appearance of systemic gmul

2.4.Fluctuations in the production process, for unknoveasons, may be a sign of
growing problemsEven if these fluctuations are not extremely @aags, their cause
must be absolutely clear to the leaders and masadéne company.

2.5.Discrepancies, inconsistencies in the records orstocks should be removed
immediately upon detectipthe fact of this negative event should be docuettn
and the reason should be cleared up.

2.6.Spontaneous changes in the manufacturing pra¢tiwek ethic, quality, cleanliness
in the premises, etc.) could mean serious andmlblgms with staff of the company

2.7.Customer complaints and clains a source of information about problems that can
cause a franchise risk (the risk of losing markeigon). Such problems should be
quickly, deeply and systematically investigated aimel results of the investigation
should be messaged to everyone involved in theggeoc

3. Risk of theweakening of the assets.

3.1.Increase in the rate of concentration of debts he hands of one creditos a
potential danger of creation of the conditions dofinancial seizure by the creditor,
especially if the loans were taken for projectsedepment.

3.2. Disruptions of a schedule of the terms of repaymeayt cause an increase of a debtor
prestige and degradation of the prestige of thenftral strength of the company.

3.3. Abrupt changes in the profits from saledrupt decrease and increase) are dangerous
too. The first situation is dangerous as a negaistem failure, the latter situation
provokes increase of excess capacity.

4. Competitiverisks.

4.1. Appearance of a new produamh the market from an effective competitor briagssk
of aggression towards our market niche.

4.2.Recent changes in the regulation of the industripusiness can help our competitors
which can be more prepared for these changes.

4.3.Changes in tastes and preferences of our main et

4.4.Changes in the distribution systeim a serious threat if it is organized without
alternative or highly concentrated on a small nunatbe&hannels



5. Franchiserisks.
5.1.The transition of a significant part of customeosa competitorshould be seen in
time and parried. This is not only the direct lossales, but also a possible sign of
systemic problems in quality of products and s@wigroduced by our company.

5.2.The threat of prosecutionn many cases is worse than a not very favorable
settlement. If reconciliation is not possible, ari@patory preparation for litigation
should be maintained.

5.3. Failures of the closest competitassnot only successful actions of our company, but
may also be a sign of danger for all our industriukure.

5.4. Adverse press coverage can cause rapid and sewnagk especially if they are
valid. It is necessary to identify the initiator$ the publication, to try to put a
rebuttal, eliminate the uncovered problems andd&arthis fact known to the public.

6. Alarming symptomsin the management system.

6.1. Noticeable changes in behavior, personal habits l&edtyles of key personnel of the
companyPurchase of an expensive property, frequent ipoad (especially in
countries with offshore status and / or expensiesorts), frequent visits to
restaurants, casinos, etc., alcohol abuse mayropteyns of bad faith on the part of
company management. These changes should be capih the success of the
enterprise: if everything in the company is withobhanges, but its management has
increased their personal expenses it is a bad aigh,on the contrary, if the company
succeeds, the changes in the behavior of its mamages natural, and moreover it's
a good sign . It is useful for a risk manager taemtand the quality of expensive
things, wines, cosmetics. It is useful to draw raten to the behavior of managers’
wives.

6.2. The inability of key personnel to articulate andfide the mission and overall
competitive strategy of the compaiiyis may indicate either a spontaneous top
management, or its weak management training. Amakager must understand the
strategic management of the organization, chaiatiteof the industry. During the
periods of concluding contract it is useful to resu written information from
company management’s meetings.

6.3. Family problems of key employe&svorce, property division, quarrels in the fayil
unjustified departures of children, misogyny (andevversa) - these symptoms
indicate not only psychological tension of key eaygles of the company, but also
about possible serious financial problems. For gptamn case of divorce of a private
entrepreneur and his wife, a part of his ownerghijppe company which is a borrower
can go to his wife, and then to the third parties.

6.4. Change in the attitude of the company towards #eklor its banker, especially a
significant decline of interest in cooperatidrhis behavior can mean many things:

- change in company strategy;

- disbelief in the possibility of settlement of tbestomer’s problems with the banker;
- a different source of funding has been found;

- an intentional bankruptcy is being prepared,;



6.5.

6.6.

6.7.

- change in priorities;

- excessive employment of the staff responsiblevonking with the bank.

Not necessarily that all or any of the abovememiibhappens, but this symptom is of
a multi-faceted origin. When it is detected it shidoe carefully checked.

Personal unreliability of the client (or his repedative) or a decrease
reliability. All people from time to time do not keep their ndocome late for the
meeting, cancel the agreed activities, do not dallnot write, do not tell you about
their actions or possible danger, etc. In mosthef fymptoms it is important to pay
attention to: 1) the unreliability of the companyieh is higher than in a respective
social group, 2) significant changes in the lefet@mmitment compared to the past,
and 3) a deliberate deception / fraud. Such behaWianges may indicate congestion
of the company or some of its key employees, aedser of interest in co-operation,
or decrease of interest in a specific market niche.

Inexperience of the company in the respective ingus section of businesghis
symptom is present mainly during invasion to a mearket or launching a new type
of business. It is possible to evaluate this expee through the study of the past
experience of the manager and key employees otdhgany or through inviting
experts from this industry for discussion.

Personal changes in the management of the compapgrsonal change among key
managers is always a hitch in the life of the orgmion. Especially dangerous are
unexpected, conflict, and multiple senior staff mapes. Continuity of leadership -
that's the key word here. But even in companiesrevheanagement staff is trained
and prepared in advance and systematically, tmsitr@an period could be a potential
danger. In that case there is a risk of at leasingorary decline in interest in the
project, financed by the bank or in the projectwimch the company is involved. The
degree of interest of the company in the issuesoatinuity of leadership is quite

amenable to preventive diagnosis. What is the iogiship between the company
president and his vices? Is there too much difiexein the salary of members of
senior management? Are the management responsgiland powers in the

governance structure divided consciously and syatieally? What is the style of

management? What is the age of top leaders? Whia isealth condition of the key
figures? All this affects the risk profile of theténsity of the company.

6.8.Changes in the ownership structure of the compahis is a serious symptom. The

emergence of new powerful shareholders, partiquldmbse with a share of more

than 5% is perceived as a very serious event @i the world. It may indicate the

lack of capital, the emergence of new centers @iience in the company, the

possibility of capture or financial execution oétbompany by new owners, the other
major emerging changes or mergers.

6.9.Changes in key personndlhe very viability of some companies depends alling

of personal skills, knowledge, experience, famoars@ or special rights (copyrights,
patents) some of its leading professionals. Indage of illness or death of people
who are faces of the company there could be sepoatslems in the company. It is
useful for a risk manager to be aware of how congsatife depends on the fate of
its individual members and how the company is rdadgramatic changes.



6.10. Return of the problems that have already been dolve the pastThis
symptom indicates not only that the company hagsablem, but that it can not
completely solve it. Suppose that last year thepaom turned to a customer-banker
with a request to finance the purchase of new eneiyt, arguing that the problem of
slow sales of its products was caused by agingpetgmt and a corresponding
reduction in quality. The bank agreed. Howeverss thd not help. The client requests
a loan to re-snap. What might it say? Firstly, thanagement either incorrectly
assessed the need for a new snap-in, or it hagngdth do with anything. Secondly,
the problem of product quality may take a chrorature. Thirdly, it may indicate the
fact that perhaps the previous loan is problem&baurthly, the dynamics of sales and
marketing of diagnostic problems may become urdeéifthly, that may indicate the
fact that perhaps the company was faced with aseproblem that has not yet been
identified and the consequences of which are dilffio predict.

6.11. Inability of the company to plan its activitieff a company really tries to plan,
but plans have bad quality and were badly madmay require special training or
inviting an outside consultant. Sometimes, howewvenclear plans reflect the
worldview of the owners or managers of the compaWie are a flexible company,
which is hunting for opportunities. We must engage battle, but we'll see". It is
possible that such a view has a right to exist,aocrteditor, an insurer and a business
partner should think twice before providing "fareuhunters” with a credit line or
insurance or getting involved in other kinds obperation. Venture financing has its
own rules, which are much different from the norndahding. Unrealistically
optimistic projects and forecasts for the future abad symptom.

6.12. Poor financial reporting and controlf the company inaccurately calculates
their money, it can not be successful. Are theng @herent written instructions on
the financial statements? Is this good reportingfdls there an internal audit? What
is the procedure for making external audits?

6.13. Poor attention to the organizational structure bétcompanySymptoms: lack
of clear, accurate and regularly refined organireti and structural schemes,
illogical and unequal distribution of responsild#, spontaneously creates structural
units, the lack of the date of approval of the #xgsstructure, unusual job titles, the
parallelism in the work, the large number of suppmits and staff secretaries.

6.14. Attempts to buy other companies (mergers and adigumis), entry into new
business sectors and new geographic markets, oper@w lines of business within
its industry In times of any major financial innovations compavulnerable. Very
often, a banker, insurer, a partner and risk managg require information on major
innovations in the company.

6.15. The tendency for risky transactions and unusudtsrisrying to invest in a
"lottery” may be a reflection of the fact that tb@mpany has already realized their
critical situation and is trying to "get out".

6.16. Unrealistic price politics of the compang company may unduly inflate the
prices of their products and services or, convgrseb underestimate them. It may be
in the nature of conscious intervention on the readk the implementation of profits
to its highly competitive products. It may be a si@a of the inability to calculate the
optimal price.



6.17. Delayed reaction to negative changes in market @etheral economic
conditions

6.18. The absence of a visible continuity in leadershipis makes the company
vulnerable to the risk of loss of key managers.

6.19. Unreasonable change in the system of centralizatfamanagement his may
arise due to internal “war” in the company. Excessientralization is just as bad as
an excessive democracy. The style and methodsdéitship must be adequate to the
life cycles of the industry, company, products, etc

6.20. The presence or emergence of a company's laboliatsrdr problems of labor
recruitment Strikes, picketing, demonstrations, protractedjotations with the
unions, vandalism, threats towards the managemanterous layoffs, unreasonably
high fluctuation of the staff, the court procedusdmut the violation of labor laws,
strengthening of the informal leadership, defamataticles in the press, sabotage,
increased security, unusually frequent inspectionthe workplace, strengthening
fight for the disciplineQualified eauditor’'s or negative opinion. This isspecial
kind of diagnosis. The ditor will explain everything, if his opinion abouhe
company is negative. It is necessary, howeverottsalt with another independent
auditor.

7. Alarming symptoms company balance.

7.1. Failures in timely delivery of the balandeis definitely a bad sign: the company
either works “casually” or its staff is unskilleok, wants to hide something in the
hope that a problem would be resolved in the mesntiVe should not ignore
warnings and even an individual facts of disruptiéthe timing of reporting, as this
may signal that the company entered into the datiagtrisks.

7.2.Lengthening the period of payment of accounts vadde

7.3.Reduction of balances on current accounts and den@amtounts belonging to the
company, as well as reduction in the flow of casthand and balanceén general,
this situation is deteriorating cash position af thorrower. This is one of the factors
reducing the liquidity position of the borrower.dadingly, this symptom may
indicate the difficulties of the borrower's relatghip with the consumers of its
products, difficulties in marketing, production ltaes rhythm, poor financing,
planning and management.

8. Concluding remarks.

The success of the firm depends on the early wgrsymptoms. One of the most popular lists
of early warning symptoms of the problems in thenpany was developed on request of the
American Bankers Association by G. Barrikman in38@d became a kind of classic. In this
paper we have discussed about list of early warmpgptoms which is based on the

Barrikman’s symptoms list. Although the Barrikmati'st was offered for the bankers, for

monitoring credit risk of their clients, howeverpexience different international enterprises
shows that it is suitable and can be effectivelydufor the monitoring not only in banks, but

and for self-diagnosis of the business enterpris@em the theoretical point of view, the area
of analysis early warning symptoms like one of thgortant and basic parts of Early

Warning Systems is still widely open and untouched.
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