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ABSTRACT

Objective: This article discusses financial liquidity management in the context of enterprise
bankruptcy. It looks at the basic causes leading to the bankruptcy of enterprises, including their
credit position and how it changed in enterprises that have gone bankrupt.

Research Design & Methods: The research methods were the study of the subject literature
and the analysis of financial statements and reports of companies that had declared bankruptcy.
The companies belonged to different sectors.

Findings: Research findings confirmed the following hypothesis: in the time preceding the
declaration of bankruptcy, the entity tends to be the recipient of trade credit.
Implications/Recommendations: Drawn on the basis of evidence in the literature and
empirical research, the conclusions for selected enterprises indicated that problems regarding the
maintenance of financial liquidity, illustrated by the credit position, were an important reason
bankruptcy was declared.

Contribution: The research conducted in this article takes its spot among other analyses of the
causes of corporate bankruptcy, which are common in the literature.
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STRESZCZENIE

Cel: W artykule podjeto problem dotyczacy zarzadzania ptynnoScia finansowa w kontekscie
upadtodci przedsigbiorstw. Celem bylo zwrdcenie uwagi na podstawowe przyczyny prowadzace
do upadtosci przedsiebiorstw. W artykule dokonano analizy pozycji kredytowej przedsigbiorstw
1jej zmian w przedsiebiorstwach, ktére oglosity upadto§¢ w przesztosci.

Metodyka badan: Metodami badawczymi byty studia literaturowe i analiza sprawozdan finan-
sowych oraz raportéw spétek, ktore w przesztosci ogtosity upadiosc.

Wyniki badafi: Wyniki przeprowadzonych badan potwierdzity postawiona w artykule hipoteze,
ze w czasie poprzedzajacym moment upadtoSci podmiot znajduje si¢ raczej w pozycji biorcy
kredytu handlowego.

Wnhioski: We wnioskach wyciggnigtych na podstawie badan literaturowych i empirycznych
przeprowadzonych dla wybranych przedsigbiorstw wskazano, ze problemy w zakresie utrzyma-
nia ptynnosci finansowej, zobrazowane przez pozycje kredytowa, nalezaty do istotnych przy-
czyn ogtaszania upadfoSci badanych przedsigbiorstw.

Wkiad w rozwdéj dyscypliny: Przeprowadzone badania wpisuja si¢ w nurt powszechnych w lite-
raturze analiz przyczyn zjawiska upadtoSci przedsigbiorstw.

Typ artykulu: oryginalny artykul naukowy.

Stowa kluczowe: upadto$¢ przedsigbiorstw, polityka kredytowa przedsiebiorstwa, zarzadzanie
ptynnoscia finansowa, pozycja kredytowa przedsiebiorstwa.

1. Introduction

Companies strive to maintain financial liquidity in their ongoing activities,
posing a complex problem for company managers. Rising to the challenge requires
broad knowledge of all areas of management and enterprise activity, and requires
complex decisions to be made. It is particularly difficult to maintain financial
liquidity in the face of an economic slowdown or crisis, which often cause firms
to change how they function. Therefore, financial liquidity is a result of both the
macro-economic situation and decisions made, including ones concerning the
company’s credit policy, and which concern trade credit management in ongoing
activities, especially in trade contacts.

Problems with maintaining financial liquidity are among the leading causes of
corporate bankruptcy. This led me to look at the basic causes of bankruptcy, and to
analyse the credit position of enterprises and how it changes in enterprises that have
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gone bankrupt. I hypothesised that in the time preceding a bankruptcy, the entity
is like the recipient of a trade credit, due to the increasing difficulties it faces in
maintaining financial liquidity.

2. Shaping the Credit Policy in an Enterprise

A firm’s credit policy to a great extent concerns how it manages receivables, but
it is also influenced by the use of trade credit to finance its activities. Receivables
are a substantial and practically constantly occurring component of current assets in
companies, just like trade liabilities in liabilities. In today’s economy, the moment
of sales and the moment of payment have clearly been separated. Thus, trade credit
is a commonly used instrument in trade contacts between counterparties. Clients
making a purchase with postponed payment terms are often able to offer such
payment conditions themselves, owing to which trade exchange becomes brisk and
company turnover rises.

Thus, the use of trade credit electrifies sales, but at the same time causes the
risk of not obtaining receivables to grow. With an increase in sales conducted with
postponed payment terms and the overall prolongation of payment terms offered to
counterparties, the risk of the occurrence of doubtful or bad debts rises. The execu-
tion of this type of receivable bears additional costs and is frequently ineffective
(Dankiewicz, Markusiewicz & Tompalska 2017, p. 50).

Thus, conducting an effective credit policy towards customers requires
a company to work out a system of crediting principles and the procedures of
the assessment of payment credibility of counterparties. The forms of a credit
policy are created based on various criteria (Kowalik 2009, pp. 56—60). The most
common approach distinguishes the following policies (Sierpifiska & Wedzki 1999,
pp. 146-147): conservative, aggressive and flexible. On the other hand, where the
criterion of the method of financing receivables, a credit policy can be divided
into two positions: those of credit “provider” and “recipient”. This is a significant
approach that looks at the management of financial liquidity in the firm, indicating
the problems and the scope of granting a trade credit, as well as self-financing with
this credit.

In this context, it seems that an important tool used for the control of crediting
recipients is the firm’s credit position ratio, which is calculated as the following ratio
(Sierpifiska & Wedzki 1990, p. 135):
receivables from recipients
liabilities towards suppliers °

Credit position ratio =

A ratio higher than 1 means that the firm grants more credits to counterparties
than it itself uses, while a credit position ratio lower than 1 shows that the company
is more often in the position of a credit recipient.
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In economic practice, in addition to granting trade credit, companies just as
often use such credit for the temporary financing of their own operating cycle.
This increases the risk of maintaining financial liquidity, but given the easy access
to and low cost of this source of financing, it also bolsters profitability. Therefore,
it seems that the crucial issue in the use of and granting trade credit is the timely
settlement of liabilities and the collection of receivables that ultimately allows
companies to avoid problems with the loss of financial liquidity.

Unfortunately, the reality is uncertain and complicated. The findings of research
carried out by the Association of Financial Companies in Poland and the National
Debt Register (Portfel naleznosci. .. 2019), looking at the portfolios of Polish compa-
nies in the third quarter of 2019, show further worsening in the subjective assess-
ment of the dynamics of the portfolio of receivables. Again, there was an increase
in the share of enterprises declaring the occurrence and simultaneous growth in the
scale of problems with timely enforcement of receivables from clients — from 21.5%
(July 2019) to 23.9% (October 2019). In the third quarter 2019, the percentage of bad
receivables in the portfolios of Polish firms also increased slightly, to 22.2%. For the
purpose of comparison, such a level of bad receivables has stayed the same for more
than five years. It was as follows in the same periods of previous years: October
2018 — 22%, October 2017 — 21.5%, October 2016 — 21%, October 2015 — 22.9%
(Portfel naleznosci... 2015-2019).

The lower the percentage of bad receivables accumulated in a company’s port-
folio, the less likely pay gridlocks are to occur, especially in such industries as
construction and in microenterprises and small enterprises, and the less likely the
company will be to lose financial liquidity in the case of an economic slowdown.

From the consequences of the occurrence of receivables not paid on time for
conducting business activity, growth in the scale of delayed receivables at the firms
under study translated into their being unable to pay their own liabilities on time
(from 26.4% in 2017, 29.2% in 2018, to 33.2% in 2019). As research shows, in addi-
tion to the need to limit investment, this is the most negative consequence of delays.

Being late in paying invoices worsens a firm’s image and results in poorer finan-
cial terms on supplies from suppliers. Should the scale of the company’s transgres-
sions grow, a snowball effect may occur (Portfel naleznosci... 2015-2019).

One of the biggest internal threats an enterprise faces is payment gridlock.
The changes described suggest the occurrence of negative trends that may result in
the firms going bankrupt, micro and small ones in particular, as well as those with
portfolios in which delayed receivables are a considerable part of payments. Firms
conducting activities in industries particularly susceptible to the snowball effect in
the event of delays in receivables (e.g. the construction industry) are also at risk.
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3. Bankruptcy and Its Causes

Bankruptcy is an important element of economic life. It appeared in Poland
after 1989, following the introduction of acts on business activity and restructuring
(Ustawa. .. 1988) within the monetary policy implemented by L. Balcerowicz (Korol
& Prusak 2005, p. 5). Regulations within that scope were introduced by means of
the Act on Bankruptcy and Rehabilitation (Ustawa... 2003), binding in Poland since
October 1, 2003.

Company bankruptcy is an inseparable feature of a market economy. It cleans
the market of insolvent entities. Bankruptcy often occurs for reasons that can be
traced to the socio-economic system and its failure to match approaching civilisa-
tional transformations, including technological ones (Bankructwa... 2015, p. 29).
Such transformations apply not only to the development of individual countries but
to the entire world economy. Bankruptcy rears up more often during crises and
depression, but it is present on each stage of the business cycle. Moreover, during
recession an unwanted domino effect may appear, with the bankruptcy of one entity
causing others to become insolvent (Prusak 2011, p. 7).

Bankruptcy can be studied on both a macro- and microeconomic scale. On the
macroeconomic scale, the number and the dynamics of the bankruptcies of firms
relative to overall economic prosperity, as well as insolvency at the national level,
are considered in the first place. A microeconomic examination will consider the
bankruptcy of individual business entities and natural persons not conducting busi-
ness activity (Prusak 2011, p. 19).

The term “bankruptcy” is understood in a variety of way, with no uniform, gener-
ally applicable definition leading the way. Most often, in the process of defining
bankruptcy, two approaches are proposed (Prusak 2011, p. 21) — an economic/
financial one (known as economic bankruptcy) and a legal one (legal bankruptcy).
Economic bankruptcy is related to the financial standing of an enterprise and is
described as the state in which a firm “does not have a capability of continuing
its activity independently so that an ability to compete on the market, and at the
same time profitability, as well as liquidity and solvency (...) could be restored to it
(...) without receiving help from the outside” (Prusak 2011, p. 23). In this approach,
the term of the enterprise’s insolvency plays a significant role. Legal bankruptcy,
according to A. Tokarski (2012, p. 175), is defined as ““a set of rules and procedures
regulated by bankruptcy law including an entity declaring bankruptcy, conducting
and completing bankruptcy proceedings, including, among others, valuating and
selling the debtor’s assets, compensating creditors”. The aims of these actions
include, among others, a fair division of the debtor’s assets among creditors and
compensating them to the greatest possible extent, as well as the liquidation of enti-
ties in the case of which it is impossible to restore the ability to compete on the
market (Prusak 2011, p. 25).
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In legal parlance, bankruptcy is defined as “a procedure defined by the law,
initiated in the event of the debtor’s insolvency, consisting mainly in joint pursuit of
claims by all its creditors” (Lewandowski & Wotowski 2011, p. 7). The condition of
initiating such a procedure is the debtor’s insolvency.

Insolvency occurs when the market value of the assets possessed by a company
is lower than the total amount of its liabilities (Altman & Hotchkiss 2007, p. 19).
In an asset-capital—related situation, insolvency is not equal to the lack of financial
liquidity, the assessment of which is based on operations related to cash. E. Altman
calls the lack of financial liquidity “technical insolvency” and stresses that it can
be both a temporary state and also lead directly to bankruptcy. A firm can be
simultaneously solvent and not maintain solvency, as well as maintain solvency with
a simultaneous state of insolvency (Prusak 2011, p. 24).

Insolvency leads to economic bankruptcy which, as emphasised by B. Prusak
(2011, p. 25), does not always imply legal bankruptcy, whereas most cases of legal
bankruptcy are equal to economic bankruptcy (as legal bankruptcy is its natural
consequence).

To distinguish the legal and economic aspects of bankruptcy, consider that bank-
ruptcy in the economic sense is simply called bankruptcy (Swierk & Banach 2013,
pp. 441-452). Bankruptcy is defined as the situation in which a firm does not have
assets, thus the level of its resources makes it even impossible to conduct bank-
ruptcy proceedings. The entity is liquidated and creditors make a full loss and can
only pursue their claims by means of civil proceedings (Gérka 2011). A bankrupt
company, again, is one that has no ability to continue its activity independently and
needs external help. Such help can take different forms: an arrangement with the
bank in order to restructure debt; remitting some debt or prolonging the dates of
their repayment; reaching a settlement; state assistance (recapitalisation of the firm,
a takeover of the management, granting guarantees); takeover or recapitalisation
by other entities. Thus, bankruptcy does not have to mean bankruptcy in the legal
sense but almost every bankruptcy in the legal sense is equal to bankruptcy (Hamrol
& Chodakowski 2008, pp. 17-32).

S. Nahotko (2003, p. 43) divides bankruptcy into two states: static and dynamic.
Static refers to the state in which the firm stops paying debts, as its assets are not
sufficient to full cover the debts. This is in line with the definition of insolvency.
The dynamic aspect of bankruptcy is the process of worsening financial results in
terms of financial liquidity, profitability and the speed with which cash can be allo-
cated. Nahotko emphasises that such an understanding of bankruptcy enables deci-
sions to be made and can protect the entity from the worst consequences (Nahotko
2003, p. 45). As is often pointed out (White 2001, p. 183), most countries also have
two bankruptcy procedures, one for liquidating the assets of failing firms and the
other for reorganising failing firms.
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Bankruptcy does not necessarily spell the end of a company’s operations.
Arrangement proceedings can be conducted, with creditors agreeing on a delay
period for receivables to be repaid. Bankruptcy law allows for arrangement and
curative proceedings thanks to which an enterprise can avoid liquidation (Gérka
2011). So, two types of legal bankruptcy are liquidation bankruptcy and arrange-
ment bankruptcy (the first implying that assets will be taken away, and the second
that they will not) (Tokarski 2012).

Bankruptcy does not happen overnight. The root causes and symptoms can be
observed well in advance, opening up the opportunity for appropriate remedial
actions (Hadasik 1998, p. 36). Large corporate failures are often characterised by
a very lengthy failure process; whereas for small to medium enterprises (SMEs),
problems can emerge quickly (e.g. Argenti 1976, Hambrick & D’Aveni 1988,
Laitinen 1991). Bankruptcy has also been viewed as the final stage of the decline
process (Lukason & Hoffman 2014, p. 81).

There are two main types of causes of bankruptcy: exogenic (macroeconomic or
external ones) and endogenous (microeconomic or internal ones). However, exogenic
factors can trigger the occurrence of internal factors. As A. Hotda (2006, p. 55)
observes, the macroeconomic situation affects the ability of the company to stay on
the market, and at the same time determines the intensity of the occurrence of the
bankruptcy phenomenon with regard to the whole economy.

Exogenic reasons come from the entity’s environment. They include phenomena
associated with the economic situation and the fiscal, monetary and exchange rate
policy established by the authorities. They therefore influence the firm, while at the
same time remaining beyond its impact (Korol 2010, p. 40). T. Korol (2010) distin-
guishes three categories of phenomena: those influencing all or the vast majority
of entities in the same direction (exchange rates) and those affecting various groups
of entities in opposite directions. J. Sutowska (2018, pp. 380—-381) elaborates subcat-
egories of macroeconomic and sectoral factors. In the first one she continues the
division into foreign, domestic and regional factors.

With regard to this classification, L. Bednarski (1999, p. 167) distinguishes
external and internal symptoms of bankruptcy in a similar way. He divides external
symptoms arising with the environment of a business entity into: foreign, domestic
and industry-related ones. Internal symptoms refer to the resources the firm
possesses and can be grouped into financial and non-financial ones. In the financial
symptoms group, a quantitative decrease in sales plays the most important role, one
which often brings about such consequences as a drop in turnover, operating profit,
and problems with maintaining financial liquidity (an increase in receivables, often
overdue ones, the growth of demand for credit and loans, followed by difficulties
repaying them; the growth of liabilities towards suppliers and public law institutions
(including also overdue liabilities) (Nahotko 2003, p. 63).
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Non-financial symptoms include mistakes in organisation and management,
mistakes in human resources management, behavioural factors, and missteps in
financial policy and marketing policy. Managerial mistakes which may be related to
the organisational, strategic and tactical sphere are, according to J. Sutowska (2018,
pp- 381-383), the main internal trigger of crisis.

There is not a closed “catalogue” of factors that precipitate crisis situations, and
in the course of further events are a source of bankruptcy. However, P. Antonowicz
(2015, p. 110) believes that specific causes of bankruptcies nearly always arise from
managerial mistakes, including the lack of a proper reaction to negative stimuli from
the internal and external environment.

Returning to the superior division of the cause of bankruptcies, S. Nahotko
(2003, pp. 48-51) suggests they be divided according to two criteria: place and
time. With the former, external and internal factors are further isolated, while the
criterion of time will present short- and long-term factors. Putting them together
yields an additional four factor types: external short-term factors, external long-term
factors, internal short-term and external short-term factors (Gabrusewicz 1998,
pp- 75-76). External short-term factors come as a surprise to the firm, but they
operate for a short time, e.g. the withdrawal of a cooperating entity or a change in
the demand for a specific product (group of products). External long-term factors are
easier to observe. They grow out of the macro-environment with regard to systemic
solutions. As for short-term factors, the internal factor group is, foremost, the effect
of the shaping of the volume and structure of sales revenues, enforcement of receiv-
ables, as well as the impact on costs, expenses or stock. On the other hand, internal
long-term factors are related to the processes of creating assets, their restructuring,
and shaping the capital structure.

As should now be abundantly clear, there are a lot of causes of enterprise bank-
ruptcies, both internal and external ones. They differ in terms of how well they can
be predicted and prevented, as well as the intensity of results.

Causes occurring inside the organisation exert a large influence, but they are
easier to identify and address. External causes influence the firm like internal ones
do, but they are more difficult to predict and can have very acute consequences
(Swierk & Banach 2013, pp. 441-452).

4.The Credit Position and Bankruptcies among Polish Firms

The symptoms of bankruptcy in Poland can be identified through continuous
monitoring of the financial sphere and also by studying changes occurring on the
market. It is emphasised in the literature that the results of economic analyses
should be paid particular attention as they show whether the situation in the firm has
improved or worsened. Research tells us that the beginning of a company’s crisis is
most often manifested in a falling market share. That is often caused by the lack of
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or a flawed marketing strategy or a failure to carry out marketing research compe-
tently. Financial issues then come to light. A drop in revenues negatively affects cash
flow, leading to problems with the timely settlement of liabilities, thus prompting the
need to raise cash. Ultimately, alternative solutions must be sought, such as foreign
capital. An example scenario might play out as follows: a credit facility is obtained,
but at a prohibitive cost due to the risk the firm has itself created. The inability to
obtain a credit facility, or the high cost of credit servicing may force the company
to seel stock at a lower price, and eventually sell all its fixed assets. Together, these
events are called the domino effect. Unless they are stopped, insolvency and the
need to declare bankruptcy will result. As research shows, most symptoms of bank-
ruptcy come from the financial sphere, and are relatively easy to capture because
they are measurable (Korol & Prusak 2005, pp. 49-50).

One conclusion the present paper enabled is that one of many significant parame-
ters or measures signalling the threat of a firm’s bankruptcy may be its credit policy
ratio. This ratio presents the situation regarding trade credit management, in terms
of both granting and using it. An analysis of the symptoms of the threat of bank-
ruptcy, as well as the published research findings definitely show that one of the
basic causes of bankruptcy is the loss of financial liquidity caused by the inability to
pay due liabilities on time. Therefore, we can hypothesise that when determining the
credit position of the firm in the time leading up to the declaration of bankruptcy,
the entity should be in the position of trade credit recipient, and the credit position
ratio reflecting the situation should therefore take values lower than one.

In order to verify the hypothesis, a few companies that declared bankruptcy in
the past were analysed. The aim in selecting the research sample was to analyse
a few exemplary companies operating in various sectors to illustrate changes in
their credit position (not resulting from industry conditions) while facing the threat
of bankruptcy. Based on the available financial statements and reports from the
companies, the values of the credit position ratio over a few years preceding the
declaration of bankruptcy by those entities were established. Attention was also
paid to the shaping of the current liquidity ratio in that period in order to obtain
additional information about the financial standing of those entities.

The following companies were analysed: Advadis SA, Ampli SA, Drewex SA,
Kro$nienskie Huty Szkfa Krosno SA, Préchnik SA, VRG SA. Table 1 presents
credit position ratio values in individual companies over a few years preceding the
bankruptcy of the analysed companies. The last year in the Table (the one furthest to
the right) for each company is when the enterprise declared bankruptcy.

In the year in which bankruptcy was declared, the companies tended to be the
recipients of trade credit (except for Drewex SA). In the previous years, however,
the firms had been givers of trade credit. Only in the year in which bankruptcy
was declared or in the year preceding the bankruptcy (VRG SA) did the firms need
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to take trade credit, generally as a result of the considerable growth in their debt
levels. These conclusions are borne out by the values of the current liquidity ratio
the companies achieved (Table 2).

Table 1. Values of the Credit Position Ratio in the Companies in the Period Preceding
Their Bankruptcy

Company Values of the Credit Position Ratio in Subsequent Years

Advadis SA 2009 2010 2011 2012 2013 2014
0.76 0.66 0.34 0.05 0.03 0.02
Ampli SA 2009 2010 2011 2012 2013 2014
. 0.83 0.87 > 1" > 1 0.31
Drewex SA 2008 2009 2010 2011 2012 2013

0.81 0.58 0.33 0.06 11.8 >1
Kro$niefiskie Huty 2003 2004 2005 2006 2007 2008
Szkta Krosno SA : : 3.83 257 261 0.83
Prochnik SA 2013 2014 2015 2016 2017 2018
0.33 0.4 0.53 18.85 8.75 0.33
VRG SA 2003 2004 2005 2006 2007 2008
0.80 0.71 1.05 0.79 0.70

*The value of the ratio > 1 stands for the situation when in a given year in the company trade liabilities
in the balance sheet are presented at zero.

Source: the author, based on statements and reports available on company websites and in the EMIS
base/service.

There are considerable fluctuations of financial liquidity across the companies,
expressed in the values the current liquidity ratio achieved. Generally, in all the
companies analysed, financial liquidity dropped in the period preceding bankruptcy
to adopt the lowest values in the year of its declaration.

Moreover, the companies’ financial results generally deteriorated during the
periods analysed, as illustrated by changes in profitability ratios, the value of which
decreased from year to year and reached the lowest level in the year of bank-
ruptcy. For example, the largest drops in the profitability of total assets (calculated
according to the formula: net profit/total assets) occurred at: Advadis SA with
—0.49% in 2009 to —82.9% in 2014, Drewex SA from 4.33% in 2008 to —75.33% in
2013, KHS Krosno SA from 5.19% in 2004 to —46.78% in 2008, and VRG SA from
27.05% in 2004 to —22.07% in 2008. At the same time, the companies’ debt levels
rose significantly in the period preceding bankruptcy. The total debt ratio (the ratio
of foreign capital to total assets) achieved the highest increase in these companies:
Advadis SA from 0.4 in 2009 to 3.9 in 2014, Drewex SA from 0.46 in 2008 to 2.31
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in 2013, KHS Krosno SA from 0.47 in 2004 to 1.10 in 2008. Ultimately, the research
leads to the conclusion that the companies’ financial situation worsened, resulting in
problems maintaining financial liquidity.

Table 2. Values of the Current Liquidity Ratio in the Period Preceding Bankruptcy

Company Values of the Current Liquidity Ratio in Subsequent Years
. 2009 2010 2011 2012 2013 2014
Advadis SA
1.05 0.74 0.78 0.03 0.07 0.01
. 2009 2010 2011 2012 2013 2014
Ampli SA
. 1.16 1.17 1.19 0.99 0.60
2008 2009 2010 2011 2012 2013
Drewex SA
1.47 1.15 092 0.21 0.11 0.09
Kroénienskie Huty 2003 2004 2005 2006 2007 2008
Szkta Krosno SA . 1.86 1.96 1.55 1.48 0.34
. 2013 2014 2015 2016 2017 2018
Préchnik SA
295 0.66 244 0.82 0.46 0.30
2003 2004 2005 2006 2007 2008
VRG SA
2.1 27 4.1 35 0.7

Source: the author, based on statements and reports available on company websites and in the EMIS
base/service.

The results also confirm the hypothesis that in the period leading up to the
bankruptcy and in the year of bankruptcy, enterprises were in the position of trade
credit recipient. There was a change in the companies’ credit position in the period
preceding their bankruptcy, due to increasing difficulties in maintaining financial
liquidity. The results of the study may contribute to wider research in this area,
which would enable the formulation of broader universal conclusions.

5. Conclusions

Analysis of an enterprise’s financial liquidity, including its credit position, is
becoming more and more important to the increasing problem of bankruptcy among
firms in Poland. According to statistics (BIG Info Monitor 2020), over a thousand
companies declared bankruptcy in 2019, and nearly every third entrepreneur has
a problem with liquidity. As a BIG Info Monitor study has shown, for 16% of enter-
prises these are big or regularly repeating problems. The entities most at risk are
those from the transport and trade industries. Liquidity problems can translate into
business relations and, in the worst case, lead to bankruptcy.

Problems with maintaining financial liquidity in enterprises are manifested in
difficulties with timely settlement of trade liabilities, and often too high a level of
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receivables, which unfortunately favours the growth of doubtful or lost receivables.
Enterprises must adapt to changes in the environment and market requirements and
also at least keep pace with their competition, the effect of which is often a depar-
ture from standard policy on trade credit, as well as on using this credit (Borowiecki
& Wystocka 2012, pp. 30—42). This makes it necessary to analyse and control the
parameters of company credit policy.
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