In today’s Poland may see a change in local government in the co-host and co-
organizer of the public life of local communities, which is responsible for the identification
and prioritization skilful preferences inhabitants.
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EXIT STRATEGY - AN OPTION NOT ONLY IN RECESSION

The events of the recent years have undoubtedly provoked a number of discussions on
the correctness of functioning of international and domestic mechanisms for supporting
economic growth. A lot of questions have been raised with respect to reaching the
economic growth limits or rightness in perceiving free market as a self-regulating structure.
Reflections upon fiscal, monetary or economic policy in the both global and regional di-
mension have been followed by those revolving around survival strategies for enterprises in
the times of recession, increased risk and difficulties in obtaining funds for further
operation.

A greater interest in anti-crisis management methods and tools has also resulted in
more attention being paid to defence mechanisms and their more frequent application. The
aim of this article is to present one of them, i.e. exit strategy, and to provide an overview of
the respective terms, point out its advantages and finally focus on its legitimacy.

Exit strategy is fairly often associated with company liquidation. This approach
however seems to be too narrow. First of all, it is important to define the entity that is
capable of implementing such strategy. This may be as follows:
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— a company represented by the respective bodies, e.g. the management board
seeking to liquidate a certain part of the company operational activity or
recognising the need to obtain a strategic investor;

— company owners (with the power to have an effect on its operational activity) who
for example plan to sell all or a part of their shares in the company.

The aims of exit strategy depend on the situation of the company and the intention of

the entity involved, and they include as follows:

— to obtain a positive capital from the company liquidation, sale or lease;

— to reduce losses and their consequences;

— to win new partners (investors) able to use the available potential better and thus to
improve the company economic results;

— to give away power in order to reduce liability or the need for continued
involvement.

In view of that, exit strategy may be defined as a deliberate and purposeful withdrawal
of the company or the owner (entrepreneur) from operational activity with the aim of
achieving economic benefits or reducing the need for continued involvement and liability.

The connection between these apparently unrelated situations and potential behaviours
may be justified with the company lifecycle, as presented on the graph below (Figure 1)'.

Figure 1. Exit strategy options vs. company lifecycle
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Source: Data compiled and processed by the author.

A continuous rise in the range of business activity, its profitability, and accordingly in
the company value is probable but rather unlikely. A high number of companies going into
liquidation in Europe, i.e. approximately 10% of all companies (source: Eurostat), an
increasing number of bankruptcies and particularly the ongoing economic recession have
cooled down the optimism of numerous entrepreneurs. Working towards the company de-
velopment, it is worth to consider selling the company or trying to find an investor — a new
partner may offer the know-how more adjusted to the current conditions or a capital
necessary for any investments.

! Zuccarello D., Davis C., Knowing When to Exit: The Entrepreneurial Lifecycle, Journal Of Corporate Renewal
2012, Vol. 25 Issue 4, p. 30.
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In case of many entrepreneurs, a possible sale of a business (or its listing on the stock
market), and, subsequently, the use of the funds obtained from it, is considered prior to
establishing the company, i.e. already at the planning stage, with the purpose of having the
future possibility to pump the so acquired assets into new projects. Others, on the other
hand, despite their involvement, become weak or fall into harmful routines — while owner-
ship changes (e.g. in the form of family succession) could result in a better vision or a more
adjusted strategy, thus ensuring further development of the company and an adequate
gratification for its previous owner.

In the scale of a company or a capital group, giving up a part of its operational activity
may result in reducing losses or freeing the capital which may then be used in a
significantly more effective way in the organisation’s key areas. Unfortunately, decisions
regarding such withdrawal are too often taken under pressure, they are enforced by the
situation of the company — which leads to liquidation, or in the worst-case scenario to
bankruptcy”. Exit strategy covers these processes as well.

Thus, company lifecycle has an effect also on withdrawal options and consequently,
on economic benefits (as presented on the graph)’. In its development period, and
particularly at the time of its highest growth, a well-established and well-structured
company is ready to be sold together with the promise for its further development. The
period of stabilisation and achieving good results is considered attractive by potential
investors (interested in the company purchase, takeover or in-kind contribution) or
managers who can see further opportunities for the use of the potential available (and who
accept the possibility for the company to be bought out or leased). With the right size, it
could even become attractive to financial institutions or stock market players. Each of these
scenarios allows for the company further development, company sale, or reduction of
shares and diversification of risk.

While the period of downfalls or decline may still be encouraging for investors, the
sale price achieved at this stage will be considerably lower (the so-called «fire sales»).
Further failures may eventually lead to liquidation (which may of course end in obtaining a
positive liquidation capital), or even bankruptcy.

Based on the above, a whole spectrum of exit strategy options is revealed, the final
form of which will depend on the characteristics of the particular company, legal solutions
applied or current market conditions. If they are to be adequate, any key choices or strategic
evaluation of the given situation should always be made with these scenarios taken into
account — not only for the purpose of their possible implementation, but for the correct
assessment of risk connected with certain decisions.

Popularisation of the concept of exit strategy and systematisation of knowledge related to
it should be one of the conclusions drawn from the current economic recession. While striving
for the highest growths and weighing their options and available conditions with great
optimism, new entrepreneurs should always be aware of exit options and possibilities. In
practice, the respective expertise should subsequently be translated into the following skills:

— designing and planning skills in order to be able to plan a business in a way that

allows its sale, partial withdrawal, gaining investors or going public (being listed
on the stock market)*;

? Balcaen S., Manigart S., Buyze J., Ooghe H., Firm exit after distress: differentiating between bankruptcy,
voluntary liquidation and M&A, Small Business Economics 2012, Vol. 39 Issue 4, p. 949.

> Based on: Hawkey J., Exit Strategy Planning: "Growing Your Business for Sale or Succession", Gower
Publishing Limited, Abingdon 2002, p. 44.

* Ch. F. Meshginpoosh, Planning your exit, Smart Business Philadelphia 2012, Vol. 7 Issue 1, s. 20.
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— skills connected with preparing your business for succession;

— skills connected with assessment of risk and its consequences;

— skills connected with minimisation of costs and consequences of a possible lig-

uidation or bankruptcy.

Finally, it must be pointed out that entrepreneurs are not always willing to opt for the
exit strategy or even to consider it as a solution, as it may lower their potential gains. They
forget however about its main advantage, i.e. elimination of risk. While advocating for this
way of thinking, one may refer to the motto that one of the entrepreneurs once shared with
the author: «It’s better to have 100 dollars than not to have 300».

SUMMARY. The text focuses on one of the defence strategies, i.e. exit strategy. The
author presents its definition while outlining arguments for a wide range of the strategy
applications and connections between the strategy options. He also points out advantages
and discusses legitimacy of withdrawal options in decision analysis.

KEY WORDS: exit strategy, decision making, defence strategies
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YIK 339.9
[Manunvuyk I.B., cmapwuii suxkiaday /[BH3
«llepescnas Xmenonuyoxuii JJI1Y imeni I pueopis Cxosopoouy

NEPCHEKTUBU IHTET PAIIIMHOI B3AEMO/IIi YKPATHA
3 I''TOBAJIBHUM BUPOBHUYHUM IHO®PACTPYKTYPHUM
IMPOCTOPOM

Y emammi docniosceno npoyec inmeepayii exkonomixu Yrpainu y enobanviy éupooHu-
uy ingpacmpykmypy. IIpoananizogano iMnopmo3amiHioyy ma eKCnopmoopicHMOSAHY
Modeni ekoHomiuHoi nonimuxu. Oxapakxmepuzoeano cucmemy iHmepecie cyo ekmie 2noba-
JIbHOI 8UPOOHUYOT iH(pacmpykmypu.

Knruosi cnosa: 2nobanizayis, 2nobaibha supodHuua iHpacmpykmypa, 306HIiUHbO-
EeKOHOMIYHA CMpamezisi, MIJCHAPOOHA eKOHOMIUHA IHmMe2payis, ceimoge 20cnooapcmeo.

AKTYyaJbHICTh TaHOTO JOCTIIKEHHS T0ISTae y HeoOXimHocTi (hopMyBaHHS MiXKHA-
pomHOi BHpOOHIUO1 iHPPACTPYKTYpH SK CBITOBOTO, TAaK 1 pEeriOHAIILHOTO PiBHIB Yepe3 TIIo-
OamizariifHi mporecu y Mi>KHApOIHIM eKOHOMIII, SIKi TMPOSIBIJIUCS TIEPII 3a BCE, HA CBIiTO-
BOMY PHHKY TOBapiB, KamiTamiB Ta podouoi cwiu. EdexTiBHe (QyHKIIOHYBaHHS SK HAIliO-
HaJIbHUX €KOHOMIK, TaK 1 CBITOBOTO I'OCIIO/IApCTBa B YMOBax IIIOOAILHUX TEXHOJOTTYHUX
3MiH 3YMOBJIIO€ HEOOXIIHICTh SKICHOTO BJOCKOHAJICHHS BCIX €JIEMEHTIB BHUPOOHHYOI iH-
¢bpacTpykTypu (TpaHCIOPTY, 3B’SI3KY, CHEProlOCTaYaHHsl, IUIIXIB CIIOIy4eHHs, iHpopMma-
1ii TOMIO).
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