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The Conditions for Corporate Growth in the Context

of Corporate Bankruptcy Analysis

Yuichi Masuyama

This article analyzes the financial statements
of companies that failed in the wake of the
Lehman Brothers’ bankruptcy and what steps
these companies took to avert the crisis as the
economy rapidly fell into recession, comparing
them with companies that did not fail.

An analysis of the financial statements of the
companies that failed shows that although
about half went bankrupt while still profitable,
the signs of deteriorating performance had ap-
peared at an early stage, indicating that their
bankruptcies were the result of ignoring these
signs and taking belated action to avert bank-
ruptcy.

Companies are revising their strategies so
that they can avert any crisis as soon as they de-
tect it. The companies that failed reviewed
their management control systems and took ac-
tions to grow sales rather than cut costs, but it
was already too late to turn their performance
around. In contrast, those companies that did
not fail immediately shrunk their business op-
erations, focused on their core competencies,
and reduced costs across the board while work-
ing to maintain their competitiveness by
continuing to develop promising new products
and technologies.

030

The companies that failed were slow to make
decisions, and their management control sys-
tems were inadequate; in contrast, the
companies that did not fail had set up systems
that could respond to a sudden economic
downturn. Companies should give the highest
priority to dealing with issues that surface
when bankruptcy looms. Clearly, creating an
efficient and flexible organization enables com-
panies to respond appropriately to external
circumstances.
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