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Understanding the nature of crises and risks in the process
of ensuring the efficiency of enterprise management

The article examines the theoretical essence, nature and causes of crises and risks of the
enterprise’s economic activity. During the research, it was established that there are currently four
approaches to understanding the concept of «crisis» and two conceptual views on «risky. Thus, a crisis
is a «non-standard situation or turning pointy, «aggravation of contradictions in the system’s activityy,
«deterioration of viability parameters», «cycle phase», and risk, in its turn, is «mathematical
expectation of costs from a decision» and «probability of deviation from goals».

The causes of contradictions that arise in the process of the enterprise’s economic activity are
considered. Itis established that they are caused by two mutually determining tendencies of its
existence, namely: functioning and development. The functioning of the enterprise restrains
development, however, it is its nourishing environment, and development, in its turn, destroys the usual
processes of functioning, but creates conditions for better (progressive) functioning.

In addition, a number of parameters of the enterprise’s viability (availability of assets, break-even
management, liquidity) and the main contradictions arising between the elements of the enterprise’s
internal environment and the external environment, which reflect the compliance of internal parameters
(prices, quality, volumes of business) with market demand parameters, violation of which leads to crisis
phenomena.

The division of the causes of crises into external and internal ones has been studied. Among the
internal factors, special attention is paid to subjective factors that are the result of risky decisions and
ambitions of top managers, which become a fertile environment for the emergence of crisis phenomena
at enterprises. This made it possible to draw conclusions about the close relationship between risks and
crisis phenomena.

Having drawn a parallel between crises and risks, a number of external factors that can become
their causes have been established, namely: economic, political, social, administrative-legislative and
force majeure. Among the latter, the authors single out those factors that have changed the structure of
the concept of force majeure in recent years, namely military aggression and epidemiological factors
(bacteriological and viral infections).

Having established the correspondence and interrelationship between crises and risks arising in
various spheres of the internal environment of the enterprise, we have proposed a number of response
measures that can increase the efficiency of enterprise management at the level of each separate sphere.

Keywords: crises; risks; functioning; development; viability parameters; uncertainty; response
measures.

Statement of the problem in a general form and its connection with important scientific or practical
tasks. Taking into account that the economic activity of all, without exception, domestic economic entities is
carried out in a changing and dynamic external environment, which is a breeding ground for risks and crisis
phenomena, which has recently become more acute as a result of epidemiological factors and factors caused by
the full-scale invasion of the Russian Federation on the territory of independent and sovereign Ukraine, the
issues of determining the factors that cause crisis situations and risks in the activities of business entities with the
aim of their timely detection, prevention and management in the process of ensuring effective management of
the enterprise are currently being updated.

Analysis of the latest research and publications on which the authors rely. The works of many modern
scientists are devoted to the study of crises and the tools of anti-crisis management, in particular,
V.M. Bagatskyi [5], T.O. Gavrylko [2], N.D. Hermantseva [5], M.O. Kyzyma [3], A.P. Naumenko [2],
V.0. Podolska [4], V.S. Ponomarenko [3], O.M. Trydida [3], I.A. Chornovil [1], O.O. Khandii [6],
Z.E. Shershnova [5] and others. As for researchers of the essential content of risks and their management
mechanisms, the works of: G.I. Velikoivanenko [8], V.V. Vitlinskyi [8], O.S. Dubrova [9], S.M. Klymenko [9],
A.l. Maslo [7], L.O. Prymostka [10], A.K. Shydlovskyi [11] and others deserve considerable attention.

Despite the large amount of works in the field of understanding the nature of crises and risks of the
economic activity of enterprises, the question of the possibility of introducing related mechanisms of their
management in the process of ensuring the efficiency of the economic activity of the enterprise is out of sight.
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The purpose of the article is to study the etymology of crisis phenomena and risks in the economic activity
of enterprises and to identify the expediency of using the same response measures in the process of ensuring the
effectiveness of enterprise management.

Presentation of the main material. The essence of crises in the activity of a business entity and the root
causes of their emergence should be found in general macro- and microeconomic trends.

As the concept of «crisis» moved to economic science from military affairs, where it entered from medicine,
in the 18th century. It was interpreted no differently than a non-standard situation or a certain turning point, after
which the indicators of vital activity will improve and the patient will live or die, i.e. either a sharp break or
decline was predicted. This point of view is shared by J.Webster, A.Gradov, E.Wiener, J.Kaan and others [1].

Another point of view that substantiates the inevitability of the emergence of crisis phenomena in the socio-
economic formation, which threatens its viability in the external environment, is the approach of
A.P. Naumenko, T.O. Gavrylko, who understand a crisis as the final aggravation of contradictions in the
company's activities, which threatens its sustainable functioning [2]. In this case, the root cause of the crisis is
the presence in the economic system of two tendencies of its creation — functioning and development. Supporters
of this point of view also include R.Popov, K.Kirganov, L.Griner, etc. [1].

Functioning and development are interconnected, because they reflect the unity of the main tendencies of the
existence of any socio-economic system. Functioning occurs due to the availability of means of labor, objects of
labor and directly employees, who ensure the optimal flow of production processes. Moreover, the effective
functioning of the enterprise as a socio-economic system is ensured by the fulfillment of the following
requirements: employees at the expense of labor tools change the subject of work, as a result of which a competitive
product enters the market, which is in demand by the market and maximally satisfies the needs of consumers.

Development, in its turn, characterizes a number of changes that occur in the objects of work, means of
work, or in the workers themselves. The criterion for changes is the appearance of new quality, which on the one
hand stabilizes the conditions of the enterprise's functioning, and on the other — creates fundamentally new
conditions for this. Factors of the development of the socio-economic system should include: the growth of labor
productivity and capital return, the introduction of new equipment and technology, the improvement of
organizational conditions and wages, etc. The change of such factors accordingly changes the very conditions of
functioning of the socio-economic system.

Thus, functioning, on the one hand, restrains development, and at the same time acts as its nutrient
environment, and development destroys the usual processes of functioning, but gives the opportunity to obtain a
new quality and creates the basis for better, more progressive functioning and further development. Thus, the
presence of functioning and development trends, as well as their alternation, causes the cyclical development of
the enterprise and the periodicity of crisis situations.

Crises, as mentioned above, not only lead to contradictions in functioning and development, but can also
arise within the functioning processes themselves, caused by contradictions between the level of technical
capabilities of production facilities and the qualifications of employees, between the level of technology
development and the conditions of their use in the production process. Therefore, the trends of functioning and
development reflect the possibility and regularity of the emergence of crises at the enterprise.

The last and the third approach to the theoretical fulfililment of the essence of the concept of «crisis» is
associated with the deterioration of at least one of the parameters of the enterprise’s viability, which can ultimately
disrupt the equilibrium and lead the enterprise to a state of financial insolvency, and, as a result, to the initiation of a
bankruptcy case and further to physical bankruptcy. Supporters of this approach are J.Keynes, V.Krutko,
V.Vasylenko, E.Korotkova, E.Nikbakht, A.Groppeli, V.O. Podolska, V.S. Ponomarenko and others [1, 3, 4].

The viability parameters include:

— the presence of net assets of the enterprise, which are defined as the difference between the market
value of its assets and the amount of liabilities, in the amount that meets state requirements and (or) target
parameters of activity;

— availability of assets that can be used to repay current liabilities and ensure the planned level of their
liquidity, financed by borrowed funds;

— ensuring financial balance, i.e. the ability to generate cash inflows in sufficient amounts and within
specified terms, with the aim of timely and sufficient financing of the enterprise’s cash costs;

— ensuring the enterprise’s break-even level of activity.

Violation of the parameters of viability listed above leads to the appearance of local crisis phenomena first,
and then to a violation of the stability of the enterprise as a system.

Summarizing, it is worth noting that crisis phenomena in the enterprise’s activity can be caused by a sharp
aggravation of contradictions between elements, both within the enterprise itself and with the external
environment. Such contradictions can be:

— Quantitative and qualitative indicators of the enterprise’s products and parameters of demand for them;

— the capacity of the enterprise is established and corresponds to market demand;

— the amount of resources that the enterprise attracts, their availability and the price offer for them;
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— comparability between the cost of products that are sold and the level of prices for them;

—  the correspondence between the distribution of the planned and the actual amount of profit, which is
directed to social development.

Separately, it is worth highlighting the supporters of the interpretation of the concept of «crisis» as a phase
of a cycle, or a period of disruption of the balance of economic systems, which should also be taken into account,
given the cyclicality inherent in all macro- and microeconomic systems [5]. After all, on the one hand, the
enterprise is an open system that develops and interacts in the external environment, therefore it is exposed to its
influences and general trends, on the other hand, the enterprise consists of separate elements, which in their turn,
also in the process of functioning and development, undergo various phases that can cause imbalance and do not
always coincide with external trends.

It is determined what are the driving forces of crises at the enterprise. Summarizing approaches to the causes
of crises, they can be divided into internal and external. Internal ones are entirely related to the enterprise’s
management system, the level of organization of business processes, the lack of a balanced innovation and
investment policy and strategic marketing guidelines, internal conflicts, etc. External ones, as already noted, are
related to macroeconomic trends in the development of the world economy, the level of competition in the
industry, the political situation in the financial market and in the country as a whole, etc.

Besides, the position regarding the division of the causes of crises into objective ones, such as those caused by
the cyclical needs for modernization and updating of equipment, adverse effects of external environmental factors,
and subjective ones — reflecting errors in management, i.e., related to the incompetence of top-enterprise managers.

When considering the subjective factors associated with mistakes in management, the research of
S.Finkelstein is mentioned, which, after analyzing the mistakes of top managers that led to the collapse of their
business, made a number of important conclusions. The first is that crises or corporate disasters cannot be
attributed only to a subjective factor that explains the onset of crises by the limitations or incompetence of top
managers, ineffective or unreasonable decisions, etc. The second conclusion is that the top managers of large
global enterprises that have found themselves in crisis situations are experienced and highly motivated leaders
who have the best education and organizational skills, extensive work experience in the relevant industry [6].
Therefore, the question arises, if it is possible to explain the situation in which the enterprise was in a state of
crisis only by a subjective factor, which is primarily related only to a wrong decision? The answer is no, and it is
explained by the fact that these managers, on the one hand, identified themselves with the organization
(its inflexibility), not understanding that competitors are developing too quickly to take advantageous positions
on the market, and on the other hand, they neglected information, not making timely decisions, which ultimately
led to the fact that enterprises were in a state of crisis and on the edge of bankruptcy.

That is why, the logical continuation of the research is the study of risks as subjective factors that lead to
crisis situations at the enterprise.

In general, the formation of the concept of «risk», as well as «crisisy», took a long way, and began in the 19th
century, when risk was directly associated with a some uncertain possibility of profit, which ultimately formed
two theories of risks: classical and neoclassical [7-9].

Supporters of the classical school considered risk as a mathematical expectation of those costs that arise as a
result of the implementation of the chosen decision (J.Mill, N.U. Senior). Representatives of the classical school
understood the essence of risk and its economic significance as the probability of deviation from the set goals,
that is, the possibility of receiving both unexpected profit and loss (A.Marshall, A.Pigou) [10, p. 8-9].

In general, currently, the scientific community has formed the following views on understanding the essence
of risk: risk is a perceived danger of an undesirable event occurring in any system, which has certain
consequences, both in time and space; risk is uncertainty associated with the possibility of unfavorable situations
and consequences during project implementation; risk is the probability of unfavorable consequences; risk is an
objective-subjective category related to overcoming uncertainty and conflict in a situation of inevitable choice
and reflects the degree of achievement of the expected result [1, p. 27].

Summarizing, let’s note that every enterprise in the process of carrying out its own production and economic
activity is faced with risks that permeate all its activities, and effective and profitable management depends on
the completeness of information on the basis of which decisions are made, and the ambition and experience of
top managers who make decisions under different levels of uncertainty. Therefore, the result of a risky decision
may be the possibility of loss of capital, resources, lack of income or profits in the course of economic activity.

Taking into account that the nature of crises and risks is completely different, however, risky activity can
cause a crisis situation in the enterprise, therefore it is worth noting the similarity of some factors that can cause
the development of these phenomena in the enterprise, as well as measures to respond to the emergence of
internal crisis situations and management risks, especially in that part of it that is primarily related to subjective
factors in the process of ensuring effective management of the enterprise.

We should add that among the factors of the external environment, which is a nurturing environment for
development, both crisis and risks, it is worth noting many common ones, we will single out the most significant
ones in our opinion.
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Economic factors, primarily related to inflationary factors, the investment attractiveness of the enterprise and
the industry, the level of income of the population, the stability of the national monetary unit, the possibilities of
production and sale of products in the planned volumes, untimely payments of debtors, etc.

Political factors, among which the following should be highlighted: the political structure of society, the
course of the ruling circles, the corruption of the authorities, public distrust of the representatives of the
authorities, the shift of state presidents at the government level, etc.

The social ones include the increase in unemployment, the decrease in the birth rate and migration of the
population, the growth of the interests of various social groups of workers and employers, trade unions and
entrepreneurs, staff and management.

It is possible to single out the administrative and legislative ones, which are primarily related to the state
moratorium on some types of payments, changes in tax legislation, restrictions on the possibility of converting
national currency into foreign currency, restrictions on ownership of products manufactured by the enterprise, etc.

Well, force majeure factors should be singled out separately, which primarily include bacterial and viral
infections that can affect a number of economic sectors, natural disasters, and military aggression of some
countries against others.

We do not consider the internal factors of crisis phenomena and risks of the enterprise’s activity, because
every business decision made within the scope of the activity of a separate business entity on any issue has an
inherent risk, which in its turn can be taken, as in crisis conditions, with the aim of withdrawing the enterprise
from it or, on the contrary, cause a crisis at the enterprise. We will separately highlight measures of response to
the emergence of crisis situations and risks in various spheres of the enterprise.

Let’s start with the financial sphere at the enterprise, then the response measures should be: implementation
of reasonable cost rationing in order to optimize and reduce them; implementation of mechanisms for controlling
receivables in combination with an effectively developed financial policy of the enterprise; management of the
company's financial flows with a clear definition of sources of income, extensive use of leasing and factoring.

As for production activity, the target orientations for the regulation of risks and crisis situations should be here:

— balancing the available production capacity with market demand requirements;

— satisfaction of consumer demand according to the price-quality indicators of products;

—  reduction of shortage;

— improvement of the methods of organizing the production process, due to its automation;

—  reduction of volumes of unfinished production and acceleration of sales of already manufactured
products, etc.

As for marketing activities, the measures of response to the occurrence of internal crisis situations and risk
management should be here:

— formation of sustainable supply chains of both raw materials and finished products to the final
consumer, cooperation with distributors and sales networks;

— research of consumer priorities and improvement of communication channels with each audience;

—  paying special attention to promotions and additional offers, etc.

Measures that can be used to regulate crises and risks in the social sphere should be:

— management of small groups in the team, with the definition of formal and informal leaders;

—  reduction of psychological tension in the team;

— conflict management;

— expansion of cooperation between the labor team and trade unions, and the powers of the latter.

The information sphere of crisis and risk prevention is represented by the following measures: availability of
true, reliable and timely information, prepared accordingly; protection of information that is a commercial secret,
protection of information sources and own databases; extended access to information of those internal users who
are involved in making decisions based on this information, etc.

Regarding the field of personnel management, the primary measures of response to the occurrence of
internal crisis situations and risk management are:

— evaluation of the enterprise’s employees and formation of the personnel core;

— management of resistance to changes based on informing employees about the situation at the enterprise;

— formation of a core of managers and creative people capable of generating and implementing ideas for
the survival of the enterprise in crisis and pre-crisis conditions.

The technical and technological response system should contain a number of measures:

— renewal of technical means of production, as well as modernization and reconstruction of existing ones;

— along with the new technique the introduction of new technological solutions or new technologies;

— construction of new business processes based on changes in enterprise technology, etc.

As for the organizational and management measures to respond to the occurrence of internal crisis situations
and risk management, it is necessary:

— to carry out a fundamental change of the existing business processes of the enterprise, aimed at
minimizing the costs of the enterprise and reengineering business processes;
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—  formation of corporate culture of the enterprise;

— reducing the scope of management due to the unjustified diversity of the number of hierarchical levels
and positions within one level of management;

— ensuring transparency and speed of information flows within the enterprise, etc.

Conclusions and prospects for further research. Taking into account the fact that the economic activity of
any enterprise is carried out under changing conditions, therefore, each component of its internal environment
depends on a number of decisions made, which, depending on the completeness of information, may have a
different degree of risk, and accordingly lead to the emergence of crisis situations, which will cause insolvency
and bankruptcy of the enterprise in the future.

Having studied the relationship between crises and risks in the process of ensuring the effective operation of
the enterprise, we reached the following conclusions. Both economic categories have a different nature, but there
is a certain relationship between them. If crises can be caused by both systemic factors in the economy and
internal subjective factors, then the risks are purely related to the specific subject of decision-making. Thus, risky
decisions can become an environment for the development of crisis phenomena at the enterprise.

It has been noted that a number of factors of the external environment are capable of causing a crisis or
leading to the need to make risky decisions in the economic activity of the enterprise. Particular attention is paid
to measures to respond to the emergence of internal crisis situations and risk management that arise in various
areas of the internal environment of the enterprise in order to ensure its effective management.

Prospects for further scientific research should be in the area of ensuring the efficiency of economic entities
by minimizing risks and preventing crisis and borderline situations.
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Trauyk I'.10., Binak T.O., Buroscskuii B.I'.

Po3yminHsg npupoau Kpu3 Ta pu3HKiB y npoueci 3a0e3nevyeHHs: e)eKTHBHOCTI yNIPaBJIiHHA NiANPHEMCTBOM

VYV cTarTi pO3MISIHYTO TEOPETHYHY CYTHICTh, NMPUPOJY Ta NPHYMHH BHHHKHEHHS KPHU3 1 PH3HKIB TOCIOIAPCHKOI
TUSUTBHOCTI mignpueMctBa. [1ix yac MOCTiKEHHS BCTAHOBJICHO, IO Hapa3i iCHYe YOTHPH MiJXOTH IO PO3YMiHHS MOHSTTS
«KpH3a» 1 J1Ba KOHLENTYaJbHI HOIISIM HAa MOHATTS «PHU3UK». TakuM YMHOM, KpH3a — e «HEeCTaHJapTHa CUTyalis abo
MEPEIIOMHUI MOMEHT», «3arOCTPEHHSI CYNEPEeUHOCTEN Y MisSUTbHOCTI CHCTEMUY, «IOTIPIIEHHS MapaMeTPiB KHUTTE3AATHOCTI»,
«haza nuKITYy», a PH3HK Y CBOIO YEPTy — «MaTeMaTHYHE CIIO/IBaHHS BHTPAT BiJl PIICHHI» Ta «HMOBIPHICTH BiIXWIICHHS BiJ
e,

PosrnsHyTo npuduHE cynepedHOCTe |, 0 BHHUKAIOTH Y TPOLECi 3AiHCHEHHs TOCMIOAapChKOl AisTIBHOCTI MiAIPUEMCTBA.
BcTaHoBNEHO, 110 BOHM CIIPUYUHEHI IBOMa B3aeMOOOYMOBIICHUMH TEH/ICHIISIMU HOTO iCHYBaHHS, a caMe: (YHKLIOHYBaHHIM
Ta po3BUTKOM. DYHKIIIOHYBaHHS MiINPHEMCTBA CTPUMYE PO3BHUTOK, IPOTE € HOTO MOXKUBHUM CEPEIOBHILEM, 3 PO3BUTOK Y
CBOIO 4epry pyiHye 3BHYaiiHI mpolecH (yHKI[IOHYBaHHS, IIPOTE CTBOPIOE YMOBH IS OUJIBII KPaIioro (IpOrpecHBHOIO)
(YHKIIOHYBaHHSI.

Takok BHOKPEMJICHO HH3KY MapaMeTpiB JKUTTE3NATHOCTI MiANMpHEMCTBA (HAsSBHICTH AaKTHBIiB, 0e€330HTKOBE
TOCIOZIAPIOBAHHS, JIKBIHICTh) Ta OCHOBHHUX CYNEPEYHOCTEH, 0 BUHUKAIOTH MK €IEMEHTaMH BHYTPILIHHOTO CEPEIOBHUIIA
MiAMPUEMCTBA Ta 30BHIIIHIM OTOYEHHSM, AKi BiJOOpa)KaroTh BiAMOBIMHICTH BHYTPIIIHIX HMapaMeTpiB (LiHH, SKOCTi, 00CSTIB
TOCIIOIAPIOBAHHS) TApaMeTPaM PUHKOBOTO MOMHTY, MOPYIIEHHS SIKUX CIIPHIHHSE KPH30Bi SBUIIA.

JlocnipkeHo TOALT NMPUYMH BHHHMKHEHHS KpPW3 Ha 30BHIIIHI Ta BHYTpimHi. Cepel BHYTPINIHIX OCOOJMBY yBary
NPUIUIEHO Cy0’€KTMBHUM YMHHUKAM, SIKi € HACHiAKOM NMPUHHATTS PU3MKOBAaHMX pPillleHb Ta aMmOilili TONMMEHeKepiB, 10
CTalOTh MOXXMBHHUM CEPEIOBHIIEM BHHUKHEHHS KPHU30BHX SIBHUII Ha mignpueMmcrBax. Came Le Jano MOXIIHMBICT TIHTH 10
BHCHOBKIB ITPO TiCHHI B3a€MO3B 130K PU3HKIB i3 KPU30BUMH SBUILIAMH.

IIpoBiBmM mapanens Midk KpHU3aMH Ta pPU3MKAMH, BCTAHOBIICHO PSJ 30BHINIHIX YWHHHKIB, SKi MOXYTh CTaTH iX
NpUYMHAMH, a caMe: eKOHOMIUHI, IOJITHYHI, COLiaJIbHI, aAMIHICTPaTUBHO-3aKOHOaBYI Ta (opc-maxopHi. Cepel ocTaHHIX
BHOKPEMJICHO Ti YHHHUKH, 1[0 OCTAHHIMHU POKAaMH{ 3MIHWJIM CTPYKTYPY HOHSTTS «(pOpC-MasKOPHUX», a caMe: BOEHHA arpecist
Ta eMiAeMiONOoriuyHI YMHHUKY (0aKTepiooTiuHi Ta BipycHi iH(peKIIii).

BCTaHOBHBIIM BiJIMOBIZHICTh Ta B3a€MO3B’S30K MDK KpU3aMH Ta pPH3MKaMH, IO BHUHUKAIOTh y pi3HHX cdepax
BHYTPILIIHBOTO CEPEAOBHUINA IiIPUEMCTBA, HAMH 3alPOMIOHOBAHO PsJ 3aXOJiB pearyBaHHs, sIKi Ha PiBHI KOXHOI OKpeMoi
cepr 3MOXKYTh HiIBUIINATH €(EeKTUBHICTh YIIPaBIiHHS MiAPUEMCTBOM.

KiiouoBi cioBa: kpusu; pusukd; (YHKIIOHYBaHHS, PO3BHUTOK; MapaMeTpPH JKUTTE3JaTHOCTI; HEBU3HAYCHICTD; 3aX0.IH
pearyBaHHsI.

The article was sent to the editorial board on 03.02.2023.
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