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Abstract

The objective of this study is to review effective business reorganization measures for tac-
kling financial difficulties for financial managers.

The major cause of business failure is incompetent management. Business failure accurs
when a company is unable to meet its current obligations, or the net worth of the company
is negative ; usually the signs of business failure are predictable in advance of its actual ac-
currence. Discriminant analysis as well as other anaytical tools - profile analysis, dichoto -
mous analysis, analysis of likelihood ratios - have been used to predict business failure on
the basis of wvarious financial ratios ; among those, discriminant analysis has been well kno-
wn an excellent technique in predicting business failure.

The first question to be raised is whether the business is better off, dead or alive. Assu-
ming the decision is made that the firm should survive, reorganization procedure should be
considered. The informal procedures of voluntary settlements used in reorganization are ex-
tension; composition and ligquidation by voluntary agreement. Unless this settlement is pos -
sible by those means, the case goes to the courts for legal solution.

If the court decides on reorganization rather than liquidation, it will appoint a trustee
to control the firm for reorganization and to prepare a formal plan of reorganization. the
plan must meet the stand of fair, equitable and feasible. In that case, the court will app-

rove the plan.
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