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Abstract
Orientation: Business rescue has become a critical part of business strategy decision making, especially
during economic downturns and recessions. Past legislation has generally supported creditor-friendly
regimes, and its mind-set still applies, which increases the difficulty of such turnarounds. There are many
questions and critical issues faced by those involved in rescue. Despite extensive theory in the literature on
failure, there is a void regarding practical verifiers of the signs and causes of venture decline, as specialists
are not forthcoming about what they regard as their ‘intellectual property’.
Research purpose: This article introduces the concept and role of ‘verifier determinants’ of early warning
signs, as a tool to confirm the causes of decline in order to direct rescue strategies and, most importantly,
reduce time between the first observation and the implementation of the rescue.
Motivation for the study: Knowing how specialists confirm causes of business decline in practice could
assist in analysis and deciding on strategies for the rescue earlier than can be done using traditional due
diligence, which is time consuming. Reducing time is a crucial element of a successful rescue.
Research design and approach: The researchers interviewed specialists with extensive experience in
credit for rescue and turnaround. An experimental design was used to ensure the specialists evaluated the
same real cases to extract their experiences and base their decisions on.
Main findings: The specialists confirmed the use of verifier determinants and identified such
determinants as they personally used them to confirm causes of decline. These verifier determinants were
classified into five categories namely, management, finance, strategic, banking and operations and
marketing of the ventures under investigation. The verifier determinants and their use often depend heavily
on subconscious (non-factual) information based on previous experiences, rendering them ‘irrational’ in
modern management perspectives.
Practical/managerial implications: Decision makers and affected persons could benefit from the
insights obtained through this study. Confirming early warning signs through verifier determinants would be
beneficial for entrepreneurs who are creditors, company directors, rescue practitioners, government
regulators, court officials and educators alike.
Contribution/value add: Knowing the verifier determinants could assist decision making and improve the
effectiveness of rescue strategies. Business rescue practitioners can improve their ‘investigation of the
affairs’ activity by using such verifier determinants.
Key words: Turnaround, business rescue, decision making, verifier determinants
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1
Introduction
In a rescue or turnaround situation, decision
makers that depend on financial reports find
such reports inadequate and ‘after the fact’.
Often such data masks the reality that the
rescue practitioner faces rather than being of
assistance. Expert practitioners, however,
develop verifiers, or what could be termed
‘verifier determinants’ of early warning signs,
to enhance their decision making.

Turnaround managers and rescue practitioners
face several liabilities when confronted with
turnaround situations. Pretorius and Holtzhauzen
(2008) have identified elements such as
legitimacy, resource scarcity, strategy options,
leadership capacity, data integrity and integration
as liabilities. Verifier determinants specifically
address the liabilities of data integrity and
integration.
So far, the literature has been silent on
verifier determinants; authors rather pool the
elements of signs, signals, causes and indicators
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under the general collective of ‘early warning
signs’ (EWS). Much work has been reported
on financial EWS in particular because of their
quantitative nature, while there is relatively
limited reference to non-financial EWS, probably
because of their abstract and often qualitative
nature. EWS are mostly used for prediction of
failure. Early warning signs theory serves as
the main base on which verifier determinant
theory is built. The use of verifier determinants
is aimed at helping to make sense of turnaround and rescue decision making in order to
effectively guide rescue plans. Figure 1 explores
the concept of verifier determinants diagrammatically, to introduce the concept which is
elaborated on as the unit of investigation once
the literature has been reported.
In this article the authors set out to answer
three questions: Do verifier determinants exist?
If so, what are they? If these verifier determinants can be identified, how can they be
applied in practice to improve decision making?
It is important to investigate ways to improve
the functionality of rescue practitioners in
order to both enhance rescue decision making
and reduce time to implementation. Explaining
the relationship between early warning signs
and verifier determinants therefore has important
practical value for the training of rescue
practitioners and managers, entrepreneurs other
decision makers and regulators.
This article starts by defining the concept of
verifier determinants and how they can be used.
Secondly, it links verifier determinants to early
warning signs theory, which is well documented
in the literature. Thirdly, it explains the
experimental research design. Fourthly, the
researchers discuss the findings, tracking substantiation and insights from the subjects to
supplement the theory and the literature.
Finally, the researchers draw conclusions about
a framework for verifier determinant use and
the application of verifier determinants during
the rescue process.

2
Background to the origin of
verifier determinants and trends
from the literature
Business decline is part of business. It is
generally perceived as negatively affecting
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people and firms; therefore legislation that
supports debtor concerns has been instituted.
Practice shows that sometimes business rescue
practitioners (BRPs) understand neither the
complexity of business decline (Pretorius,
2009), nor the various reasons that have been
suggested for failure, with their many signs
indicating the causes. These include diminishing
resources, poor leadership, strategic issues,
operational issues and combinations thereof.
The many variables that determine how
business failure occurs influence the decision
making of the rescue process.
In response to changes in legislation there
has been an explosion of consultants who view
the opportunity to act as rescue practitioners as
lucrative business. Such consultants originate
from many backgrounds and include liquidators,
legal professionals, accounting professionals
and more – many without real business
acumen. The ad-hoc licensing methodology
adopted in South Africa contributes to the
potential ineffectiveness of practitioners
appointed. Two years into the new legislation,
role players in the rescue industry already
doubt BRP skills (Pretorius, 2013) and the cost
of losing rescuable businesses due to this
uncertainty needs to be calculated.
Scientific literature from developing countries
on rescue is almost non-existent compared
with that from the United States, Britain,
Australia, Canada and Finland. Understandably,
rescue practitioners protect their strategies as
‘intellectual property’ that constitutes their
competitive advantage. The international
literature incorporated in this study involved
all scientific resources from the ABI-Inform,
Ebsco-host, Proquest, Science Direct, Blackwell
and other databases for titles published.
The following inclusion criteria for literature sources were applied: works concerning
failure causes, warning signs, failure
prediction, rescue strategy and firm decline
were investigated. As for major seminal work,
the date was not seen as a limitation, especially
when an article was referenced widely;
relevance and contribution to the body of
knowledge on failure prediction, early warning
signs and rescue strategy were paramount.
Each article was scrutinised for confirmation
of concepts, as well as additional concepts and
variances under different conditions and
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contexts. When analysed, this research identified
key concepts using grounded theory research.
The researchers designed the present study
to identify and report verifier determinants for
the key warning signs and causes associated
with decline. They investigated situations in
which specialists with many years of rescue
and turnaround experience were interviewed
under experimental conditions to establish the
existence and use of verifier determinants for
rescue decision-making.

3
Unit of investigation and
research objectives
A verifier determinant in this study is defined
as ‘the root confirmer that a decision maker
uses to validate the cause of decline or distress,
underscores an early warning sign and focuses
rescue strategy choice’ (Holtzhauzen, 2010:15).
The meaning of a verifier in this study
points to some factor or element that confirms,

validates and ensures firstly that the cause
exists and secondly that the early warning sign
used to identify it is in fact present. Figure 1
shows the definition diagrammatically.
The term determinant therefore mainly
reflects the agreement or consensus between
the cause and the apparent warning sign
verifier as shown in Figure 1. As a well known
example of a verifier determinant, bankers
would study an account of a suspect business
client to identify payments containing ‘round’
figures. Several such figures would alert the
banker to ‘suspicious payments’ to confirm
money movements between accounts. Further
investigation then often may confirm either
cash flow pressure or, in extreme cases,
pilferage to finance a luxurious lifestyle
associated with the ‘bullfrog’ syndrome
(Richardson, Nwankwo & Richardson, 1994).
This one verifier determinant can act as a
‘trigger’ in several categories, as will be
explored in the findings of this research.

Figure 1
The concept and role of a verifier determinant as used by expert rescue practitioners

How experts use verifier
determinants
Verifier
determinant

Early Warning
Signs

Cause of
failure

focuses

confirms

Rescue
strategy
drivers

Triggers investigation

Therefore, the research objectives are:
• to identify and determine the existence of
verifier determinants;
• to establish what they are; and
• to establish how specialists in the rescue
field use verifier determinants to enhance
decision making.

4
Early warning signs
theory preceding verifier
determinant theory
4.1 Early warning signs theory
Early warning signs are regarded as all types
of events in business that point to the potential
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demise of that business. On a path of
organisational decline, Cameron, Whetten and
Kim (1987:126) choose to call the warning
signs ‘decline attributes’. Owing to their very
nature as an underlying feature of a path of
decline, these elements are occasionally not
acknowledged or addressed as warning signs.
Ueda (2004:612) argues that if a bank
identifies a bad signal it then believes that the
venture is likely to turn out to be unprofitable.
Prominent in the literature is the identification
of ‘weak’, ‘poor’, or ‘problematic’ management
as an early warning sign. It is, however, very
difficult to measure and quantify (verify)
problematic, weak or poor management.
Substantial debate is evident in the literature as
attempts are made by various authors to clarify
the phenomenon of early warning signs
resulting from mismanagement.
In addition to the literature specifically
referring to early warning signs, business
failure prediction, successful versus unsuccessful
and performing versus non-performing variables
are all evident in the body of early warning
signs literature. Consequently, it may be
deduced that, as there are many definitions and
descriptions of early warning signs, a working
definition is desirable. A definition of an early
warning sign arrived at by Devereux in a metaanalysis of causes and signs by Holtzhauzen
(2010:43) is that as ‘an internal or external
extension of an event or factor or a
combination of all, it may directly or indirectly
highlight the pending demise of a business or
business unit if not addressed and rectified in
the course of business’. Ivanova and Gibcus
(2003:17) refer to problematic management as
‘negative behavioural traits’. Back (2005:843),
on the other hand, refers to early warning signs
as the ‘focus of financial difficulties and
behavioural issues’, while Carmichael and
Stacey (2006:3) focus on ‘managerial success
variables’ such as accountability, initiative,
boundaryless thinking and integrity. Bates
(2005:345) focuses on deficiencies in the
‘skills set’ of owners and managerial ‘success
variables’ as warning signs. Some authors,
such as Moy and Luk (2003:207), refer to early
warning signs as ‘obstacles’ and ‘problem
types’ for growth.
One of the main threats to business viability
is management and/or directors who contemplate
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fraud. In line with this, Bower and Gilson
(2003:20) state that fraudulent underreporting
of expenses (and other financial performance
measures) results in extremely high costs in
order to rectify the position. Fraudulent
business practices are not limited to misrepresentation but also include statutory noncompliance. Mueller, McKinley, Mone and
Barker (2001:25) maintain that, in the process
of rationalising the causes of organisational
decline, management must form an opinion on
the stability of those causes and debate them.
This is, however, a constricted, simplistic view
of early warning signs.
Singer (1995:325) concludes that ‘constructs
such as poor management, strategy, environment, and industry structure are in themselves
inadequate explanations of new venture failure
or success’. Early warning signs shaped from a
focus on the skills set of owners contemplate,
according to Lussier (1995a:8), ‘non-financial
business success versus failure variables’.
Banfield, Jennings and Beaver (1996:94) focus
mainly on the up-skilling of management,
addressing need and demand. Three broad
management areas that need to be monitored
were identified in Grant Thorntons catalyst
issues (2004a:1). These are finances, operations
and strategic planning. In the broader sense
these essential aspects need to be dealt with by
the rescue practitioner and entrepreneurs
business and strategic rescue planning. Beaver
and Jennings (2005:12) describe the management
process as a progression which has highly
personalised preferences, prejudices, attitudes,
skills demand, and technical and educational
needs. They also focus on control by the
bureaucratic and hierarchical environment over
critical decision making. Management plays a
significant role in identifying and disclosing
early signs of decline. It is, however, clear that
when early warning signs begin to appear, the
business is already in a sub-normal situation.
Gilmore, Carson and O’Donnell (2004:349357) refer to situations where early warning
signs appear as ‘risky situations’. Some
authors, such as Nutt (2004:13), Franks and
Sussman (2005:30), Fraser (2005:448), and
Cressy (2006:113), debate fortune as playing a
part in the failure of a successful business; this
phenomenon is described by Elenkov and
Fileva (2006:135) as ‘bad luck’. By contrast,
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Harvey (2002a:3) concentrates on examining
the ‘value-creating potential of primary activities’
as early warning signs. Pretorius (2008:412)
discusses (1) human causes associated with
failure in the context of early warning signs;
(2) internal and external causes associated with
failure; and (3) structural causes associated
with failure. He maintains that it is crucial to
identify distress warning signs in the business
in good time if an attempt is to be made to save
the business.
Seminal work on early warning signs has
been largely summarised by academics such as
Cannon and Edmundson (2005), Collard (2002),
Lohrke, Bedeian and Palmer (2004), McGurr
and DeVaney (1998), Moncraz and Kron
(1993), Sharma (2001), Sharma and Mahajan
(1980), Stead and Smallman (1999) and Tang
and Chi (2005). It appears that these authors
use the following phrases inconsequently to
describe ‘early warning signs’: success versus
failure variables, causes of decline and or
failure, warning indicators for business decline,
performing and non-performing variables, root
causes for decline or failure, warning indicators,
material defects, external and internal factors,
distress variables, problems and challenges.
A wide range of terminology and
application therefore exists around the early
warning signs theory. Much overlapping of
meaning is also evident. This article aims to
eliminate some of this overlapping by the use
of ‘verifier determinant’ as the term.

4.2 Verifier determinants
Turnaround situations are normally complex
and contain many vagaries that influence
decision making. At best, some of the
frameworks from the literature that assist such
decision making and strategising are guidelines
only; they require interpretation and situation
application, as no two turnaround situations are
the same (Pretorius, 2008).
Verifiers are used to confirm the existence
of problems in the business or in the business
environment, as environmental scanning units
seem to be unable to respond to what Ansoff
(1975:25) calls ‘weak signals’. Stubbart
(1982:143) concludes ‘we have too many
places to look and too few theories of how
significant environmental change can be linked
to the business’s plans’. The introduction of
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verifier determinants in this study is intended
to fill the gap in this regard by focusing the
investigative stage of a rescue situation. In
order to achieve the research objective of
identifying verifier determinants, different
opinions from a business, an accounting and a
legal platform were presented. These opinions
are given within a framework of early warning
sign identification and rescue practice.
This article builds on the early warning
signs theory to establish verifier determinants
that could guide entrepreneurs and rescue
practitioners in the timely planning of the
immediate rescue and future sustainability of
an enterprise. Verifier determinants, once
identified, could help to authenticate warning
signs and could be used progressively in the
diagnostic phase of the rescue process. The
effectiveness of business rescues depends on
the choice of strategy, of which the verifier
determinants may be an important component.
As soon as they are identified and confirmed,
the verifier determinants can assist in defining
the rescue event. Verifier determinants are
used to confirm early warning signs, and can
be used extensively to confirm causes, focus
on the correct warning sign and substantiate
the issues to consider when compiling the
rescue plan. Identifying verifier determinants
may also help to uncover other hidden critical
issues.
The use of verifier determinants is essential
when attempting to classify the warning signs
used in the enormous array of business
applications such as operational non-efficiencies.
These verifiers could also contribute to the
day-to-day monitoring of the business, if used
as a prolonged business activity. This
qualitative research has therefore made a unique
contribution to confirming early warning signs
by developing the verifier determinants, each
with its own set of variables.

5
Research design
This section covers three aspects of the
research design. These are the research
approach, the experimental setting as the
research strategy, and the research methodology. This is similar to the design that
Serfontein, Basson and Burden (2009) describe.
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5.1 Research approach

Secondly, the subjects were given three
comprehensive case studies to evaluate in their
own time as preparation for the interviews (to
later determine how verifier determinants were
applied in their evaluation process). During the
interviews they were probed with questioning
at different levels. At the start questions were
open ended, then became more specific as the
interviews progressed. Once verifier determinants
had been identified, the subjects were asked to
compare the cases and identify the verifier
determinants for each case. Possible discrimination with verifier determinants was sought.
Finally the researchers wanted to know how
the specialists used the information obtained
with the verifiers to inform the rescue plan,
and whether verifier determinants contributed
to saving time between the analysis and the
steps of the rescue plan process. Table 1
summarises the research design.

The research approach was exploratory and
qualitative in nature. It identified and explained
the embedded experiences of specialist rescue
practitioners. These specialists had been involved
in many informal turnarounds and rescues as
bank officials. In this experimentally designed
study in which specialists evaluated real cases
that covered recent rescues, several unanswered
questions arose. Three are particularly interesting
for this study.
Firstly, the researchers needed to identify
whether the verifier determinant concept did
exist, knowingly or unknowingly, in the minds
of the deliberately selected expert subjects.
Subjects could be using the concept without
being able to name it as a concept, or
consciously as a method of confirming the
causes of decline or early warning signs.

Table 1
Research design components based on the adapted design description of Yin (2003:21).
Component

Description

Research question or problem

Do verifier determinants exist, and if so, how are they used?

Context

Business rescue and turnaround situations

Propositions*

1.
2.
3.
4.

Verifier determinants do exist.
Verifier determinants are used to inform decision making.
Verifier determinants can inform the rescue plan.
Verifier determinants save time in the decision making process.

Unit of investigation

Primary — verifier determinants
Secondary — decision making

Unit of analysis

Experienced specialist turnaround and rescue practitioners in banking industry

Logic linking the data to the
propositions

Specialist rescue practitioners use verifier determinants to enhance their decision making.
They use conscious and unconscious elements to achieve this. Carefully extracting this
information could lead to the identification of these verifier determinants. Sense making
through the research could lead to a framework to enhance rescue plans and improve
time efficiencies.

Criteria for interpreting the
findings

Factors, issues and methods that subjects use to verify signs and causes
Processes that subjects use to verify signs and causes
Practical application of verifier determinants

* The propositions were set to structure the research process and support the research question.

5.1.1 Key scientific beliefs
In attempting to answer these questions, the
researchers were aware of their own methodological values, beliefs and philosophical
assumptions. These assumptions could influence
how they conducted the research; they stated
them in order to understand the intellectual
climate in which they conducted the research.
5.1.2 Ontological positions
These comprise the researchers views on the
very nature and essence of research reality.

Researcher A is an objective realist who
believes that knowledge comes from facts
associated with the cases and the context. If
the researcher found repeated mentions of
applications, preconditions, causes and responses,
he could ‘generalise’ them. His interest was
mainly business strategy during decline.
Researcher B is a constructionist practitioner
who believes that situations can be explained,
especially when one has participated in its
processes. Peoples views, actions, reactions,
interactions, social relations, social and cultural
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practices, rules and values reflect their
experiences that guide decision making. Therefore, understanding such subjective experiences
and interpretations may uncover unknown
relationships and lead to improved insights of
the experienced reality. His interest was
mainly business principles applicable to the
turnaround and rescue situations
The personal experiences of the specialist
subjects and their interpretations of the
different contexts of each case were interesting.
The specialists shared their experiences
willingly and responded openly to all the
questions the researchers asked during the
interviews.
5.1.3 Epistemological positions
The theory of knowledge (epistemology) of the
researchers diverged to some extent. This
allowed for interplay on how one can discover
decisions about social phenomena and how
one can demonstrate knowledge.
Researcher A worked primarily from a
scientific paradigm, particularly in the primary
stages. However, he changed this during the
process to a consultant paradigm. He had had
experience of rescues and a business failure
himself. He had worked as an academic as well
as a strategy and turnaround consultant. This
influenced his search for factual directives,
patterns and answers to correct future
situations of a similar nature.
Researcher B worked from a business
rescue practice paradigm and looked for a
description of the verifier determinant construct
based on intuitive experience as a rescue
practitioner over 15 years.
Thus, both authors were subject to their own
biases and therefore we chose structured datagathering methods (interview and repertory
grid comparisons) to capture the activities and
experiences of the subjects during their
evaluations.

5.2 Experimental setting using case
study evaluations as a research
strategy
The researchers used interviews to extract the
phenomena in a real-world context where the
boundaries between phenomena and context
are not clear. Yin (2003) suggests that the
uniqueness of individual experiences is a
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sufficient rationale for using experimental
design based on case studies that eliminate
contextual variation.
The specific cases the researchers presented
to the subject respondents were pre-selected to
exhibit different levels of distress, and were
‘real-life’ cases that had been recently
experienced by the bank. It was an important
breakthrough to identify these experts, because
as banking officials of many years standing
they shared their thinking openly; there was no
real benefit to their trying to protect any
‘intellectual property’, as would be the case
when private consultants were interviewed.
Using a selection of cases ensured that the
subjects were bound to comparable application
context and eliminated different background
expertise that might be industry-specific. This
experimental design eliminated the variation
that originates from the complex circumstances
that could accompany rescues in the real
world.
The reasoning the researchers used was
mostly inductive to explore the subjects
understanding, experiences, interpretations and
knowledge building for the different cases they
judged.

5.3 Research method
5.3.1 Research setting
The researchers interviewed nine specialists
purposively selected to participate in this
study. Industry specialists with practical
experience were identified in the target
organisation (a commercial bank) and these
specialists were selected to participate. Three
case studies (from a set of six representing two
each from standard, sub-standard and special
mention categories) were selected at random
for each specialist, which resulted in each
participant having a sample in which at least
two of the main categories of Basel II rating
are represented. The case studies were
distributed to the participants two weeks prior
to the scheduled interview. During this period
the subjects were requested to prepare themselves adequately for the interview process.
This preparation was estimated to take at least
three hours. The subjects were then invited to
an interview and encouraged to bring the case
studies and all preparatory notes with them.
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The estimated time allotted for the interview
was three hours, although the first interview
took four and a half hours to complete.
However, as the researchers gained experience
in the interview process, the time spent on the
interviews was reduced. Subsequently, the
average time per interview was calculated at
three hours forty minutes. In order to keep the
interview process unbiased, the interview
content, such as the process to be followed and
questions to be asked, was not disclosed to the
subjects prior to the interview. Subjects were
also reassured that there would be total
anonymity and that the results would only be
used for the research project.
Subjects participated voluntarily. It was found
that they were relaxed when answering the
questions, since these were based on their field
of expertise. It is believed that these positive
interview conditions led to unbiased sharing
and meaningful conclusions drawn from the
discussions of their perceptions and experience.
5.3.2 Background and setting for case
evaluation process
For the purposes of this study, recent, real-life
business profiles were obtained from the bank
archive and used. Care was taken to disguise
case names and potential recognisability by
subjects. The real-life cases comprised a
stratified random selection drawn from existing
businesses in a commercial banking environment. The businesses were geographically
spread throughout South Africa and the
selection was not limited to one province only.
The choice of cases was of the utmost
importance to ensure that selection bias was
ruled out. Research cases were obtained from
an organisation with a comprehensive database
of business data, which made it relatively easy
to randomly select the sample of real-life
cases.
For selecting the case studies to be
evaluated, the researchers relied on businesses
that were already subjected to Basel II Accord
categorisation criteria. This research chose to
select real-life cases with an in-depth
longitudinal character. Cases were selected at
random, provided that they had at least three
years historical financial and other relevant
data. This was important to ensure equal
representation of the selected cases. In a rescue
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situation, a commercial bank is ‘exposed both
ways’, as the bank is a key component in any
rescue attempt, be it informal or formal.
The existing Basel II risk rating was applied
to each business case and then used in
selecting two cases in each category, Standard,
Special Mention and Sub Standard. Within
each case, the following information was
supplied: Curricula vitae of managerial staff,
historical files consisting of business background,
management succession, market and product
information, staff growth and considerations,
changes in industry type and business model,
three years audited financial statements to
establish growth, and finally cash-flow
projections. Care was taken to give equal
information for every case to avoid possible
bias.
The primary aim of the case research and
the interview process was to establish the
perceptions of specialist subjects in identifying
early warning signs, causes and verifier
determinants linked to the risk levels (Basel
rating).

6
Entrée and researcher roles
The researchers approached the subjects
(respondents) based on their involvement in
senior committees on rescue funding meetings
(all distress cases of each branch were referred
to these meetings for discussion and ultimate
action by the institution). These types of
meeting were typically held weekly and
included teleconferencing to involve the key
senior decision makers of the different credit
divisions within the provincial structures of the
bank. The two participating researchers, each
with his own approach to investigating and
questioning, participated in the process for all
the interviews.
Both researchers gathered their own field
notes during the interviews. The notes led to
some interaction between the two researcher
paradigms. This interaction of paradigms
emphasised the value of the supplementary and
complementary character of the two ontological
positions. The researchers investigated the
outcomes of the comparative evaluations
separately to explore the interrelationships
between identified constructs.
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7
Sampling
The researchers approached the subjects
individually, requesting participation. They
were purposely selected based on their
specialist expertise and experience as well as
their decision-making positions within the
organisation. They agreed to participate as they
had known the one researcher very well over
many years as a colleague.
The subjects were all older than 40 years of
age and had at least 20 years banking
experience gathered while working for
different institutions previously, of which at
least 15 years was in credit, risk and rescue.
All had postgraduate qualifications, but the key
determinant was the fact that their job mandate
was one of decision making over the ultimate
direction of such cases in the respondent
organisation.

8
Data collection methods
The phenomena the researchers investigated
involved on the one hand the subjects
perspectives: thinking, experiences and decision
making, and on the other the real-life cases of
distressed ventures, with their specific contexts
(see also Table 1). Therefore, the boundaries
between the subjects and the venture contexts
were clear, as they had no prior involvement
with the specific cases. This meant that the
researchers could pursue all sources of
evidence to find convergence and divergence.
Additionally, because the cases were recent,
there was sufficient access to case documents,
financial statements, ratings criteria from Basel
II and background information to produce
comprehensive material for the subjects to
evaluate.
At first, the initial observations of the
subjects were important in understanding the
comparative aspects of the case ventures and
the selection of similarities (or differences)
between the cases, as suggested by the
repertory grid methodology (repgrid) (Feixas
& Alvarez, 2006) applied. These initial
observations also contained the subjects own
interpretations of the issues at hand for each
case.

Secondly, after the researchers had held the
in-depth interviews and applied the repertory
grid evaluations, they used their interview
notes and interpretations to make sense of
them. The interview protocols for repgrid
methodology included:
In your opinion,
• Which two cases are more similar
(compared with the other one)?
• What early warning signs did you observe?
• Why is the one (case) different from the
other two?
• What caused the signs in your opinion and
why do you say this?
• How did you confirm the existence of the
sign/cause?
• What is the main differentiating construct?
• Does this construct fall into the category of
an early warning sign or a verifier determinant?
• How important was the verifier determinant in your decision making?
• The case which was not selected – why was
it not selected?
• What would be the constructs of your
rescue proposal?
The repgrid methodology was also applied to
establish the constructs (factors) of verifier
determinants, as verifiers introduce elements
which provide for illogical, subconscious,
judgemental information that is not contained
in present early warning sign theory. The
repgrid methodology concentrates on the
criteria which influence the subjects choices.
These criteria are the specialists difference in
experience, which will, when combined, lead
to the formulation of a construct. The repgrid
methodology effectively deals with interviewer
concerns such as interviewer bias, specificity,
and over-dependence on the knowledge of
interviewers. The researchers could probe for
explanations about the answers the subjects
gave throughout the interviews.
The researchers individually and separately
interpreted the interview outcomes by
searching for key issues, insights, similarities
and anomalies, together with their own field
notes. Once they had identified the issues, they
coded them.
The subjects’ cognitive experience and
knowledge of the business case was also then
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recorded, the key constructs were identified,
the main early warning sign category was
identified and subsequently, most importantly,
the verifier determinant was identified. A
record sheet was used to annotate every
discussion topic and/or interview question
asked.

9
Data analysis
Though there was only one key source of
evidence (the specialists), the researchers used
investigator triangulation (Yin, 2003:98) to
extract as much richness as possible. Through
the many views of the evidence, specifically
those of the specialists own version of their
experiences, insights and interpretations, each
evaluation, in-depth interview notes, the
evaluation forms of the case comparisons,
interviews and checking the researcher
interpretations, the researchers identified and
recorded aspects relevant to the research
propositions. They mapped the elements that
served as verifier determinants to understand
elements, sequences, events, effects, relations,
causation, outcomes and timelines. As the
cases were real, there was also a record for
each within the system to use as reference.

10
Strategies used to ensure quality
data
As there was only one source of evidence, the
researchers firstly used investigator triangulation.
We checked quality as the interviews progressed.
Here we asked the specialists, as the key
informants, to judge the researchers
interpretations of the different issues. As the
focus of this study was mainly explanatory, the
interview process focused on how things were
perceived as the specialists described them,
thus using ‘explanation building’ to improve
internal validity (Yin, 2003:34).

11
Reporting the findings
The researchers reported the findings by
stating the key observations and responding to
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the research propositions individually. The
style was firstly exploratory, to identify the
verifier determinants, and thereafter explanatory,
to describe verifier determinants and how they
are applied in the evaluation process and the
rescue plan, and if they have potential timesaving benefits (to find support, or the lack of
it, for the propositions; also see Table 1).
The findings show support for the
proposition that specialist rescue practitioners
do use verifier determinants to confirm early
warning signs and causes of turnaround
situations and apply such verifier determinants
to the rescue plans.

12
Findings
The first research objective was to describe the
concept of verifier determinants and their
relation to early warning signs theory, to lead
the identification of such verifier determinants
in practice. The second research objective was
to determine how verifier determinants are
used in decision making, and the final research
objective was to describe how verifier
determinants inform rescue plans and their
effect on time reduction.

12.1 Findings linked to Proposition 1:
Verifier determinants can be
identified
The detailed analysis of responses by the
specialist subjects yielded some interesting and
salient similarities pertaining to their thinking
about early warning signs, causes and verifier
determinants associated with each case they
evaluated. During the interviews, it became
clear that some of the opinions were similar,
but with varying denotations and terminology.
Instances where the outlook on approaches
was the same were therefore grouped in the
relevant categories.
Firstly, all subjects had definite ‘thinking
structures’ by which they judged the presented
situations and made their comparisons. While
some could not always immediately and
rationally verbalise their thinking and reasoning
behind certain judgements, it was possible to
extract it through rigorous questioning by the
interviewers.
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The subjects identified several verifier
determinants related to each category. As
expected, these verifier determinants showed a
classic resemblance to the warning signs
identified in the literature reviewed. The
participants were also able to identify the same
elements that are used in the Basel II findings,
which demonstrate the participants high level
of knowledge about applied financial evaluation
methods. Moreover, the subjects had no
trouble in accurately placing the case studies in
low, medium, or high-risk categories.
Five categories of verifier determinants
were identified by the subjects during the
interviews. This section only reports the
verifier determinants for each category and is
supported by a simplified case-in-point
example, as reported during the interviews.
Verifier use is elaborated on under Proposition
2.
12.1.2 Management verifier determinants
Twelve managerial verifier determinants were
used by the specialists. These include (in no
particular order): no or limited management
information system in operation; managers
education does not complement business type;
decision maker that is ‘scapegoating’ (blaming);
inflexibility when making decisions regarding
change; decision maker is absent from work
and important meetings; impulsive decision
making; decision maker not able to recall
management information immediately (has to
ask others); absence of up-to-date management
accounts; important decisions are made on the
golf course; decision makers personal problems
– health or marriage issues overshadow
business focus; super cars and toys and finally
a business that outgrew decision makers skill
set.
Case-in-point example: If, when one is
visiting a business and in consultation with its
management, it appears that management is
unable to recall management information
immediately (and relatively accurately) and
has to rely on others to submit such
information, it verifies that management
expertise is lacking in the business.
12.1.3 Financial verifier determinants
Twelve financial verifier determinants were
identified by the specialists and include: labour
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cost that is disproportionate for the type of
business; absent or unrealistic cash-flow
projections; a high risk (or one big project)
dependence; late submission of financial information in an attempt to postpone unfavourable
news; sensitivity on tax avoidance; not
analysing internal financial information;
underutilisation of assets; creative accounting;
pricing or discounts for cash generation;
slowing down and stretching payments to
suppliers in an attempt to generate cash; high
executive remuneration; and, finally, dividend
payouts that are unstructured and considered
too high.
Case-in-point example: If, when one is
visiting a business and in consultation with
management, management is over-sensitive
about tax evasion and there are signs of creative
accounting, this verifies that management is
aware of and potentially hiding/distorting
financial facts; at the same time the integrity of
all other financial information becomes
suspect.
12.1.4 Strategic verifier determinants
Ten strategic verifiers were identified by the
specialists namely: forced growth attempts
(through mergers and acquisitions); overambitious growth strategy; not willing to
deviate from strategic plan; non-responsive to
small inefficiencies; unclear strategy for
product and market; inability to adapt to
business life cycles; problematic fit between
strategic posture, structure and industry life
cycle; overexpansion of capacity without
considering market; lack of strategy to combat
decline; lack of fusion between strategic issues
and everyday operations.
Case-in-point example: If the decision
maker is unable to accept, respond or adapt to
change (demanded by the market), but
concentrates on internal growth and operations
only without having strategic plans in place,
this clearly indicates a weak strategic position.
12.1.5 Operational and marketing verifier
determinants
Ten operational and market verifier determinants were identified by the specialists,
namely: inappropriate channels of distribution;
ageing production techniques; decision maker
not knowledgeable about new technology;
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misinterpretation of competitive advantage;
declining emphasis on advertising; poor
service or products; reliance on one customer;
failure to respond to high cost structure
compared with competitors; market forces
ignored in planning; core markets moving
away from location.
Case-in-point example: A practitioner is
visiting the business and investigating the
operational issues, such as distribution channels,
and inefficiencies due to inappropriate
channels and the management of ‘proof of
deliveries’ and correctness and validation of
debtor statements verify poor operations. This
may show decentralised distribution centres
are potentially driven by past decisions rather
than sound business choice based on current
profitability, which then confirms poor
operational decision making.
12.1.6 Banking verifier determinants
Six banking verifier determinants were
identified by the specialists, namely: regular

stop payments on creditor obligations; increase
in short-term requests for cash flow purposes;
declining deposit balances and/or returned
cheques; rounded amounts paid to creditors;
overdraft advance funding other purposes such
as asset acquisition; funding structure does not
complement business model.
Case-in-point example: When one is
investigating financial and bank statements,
the existence of rounded amounts may confirm
fund channelling. This then triggers investigation of relevant accounts to determine the
financial ‘merry-go-round’ or ‘kite-flying’ used
by management. Rounded amounts can also
verify arrangements to ‘repay’ creditors over
an arranged period of time. Table 2 lists the
verifier determinants identified in this study.
Based on the below, the research found
enough support for the proposition that verifier
determinants could be identified, as subjects
contributed examples and confirmed their
existence.

Table 2
Verifier determinant summary with typical core elements
Number of
elements in
category

Typical core elements

Management

12

No or limited management information system in operation; decision
maker that is ‘scapegoating’ (blaming).

Financial

12

Labour cost that is disproportionate for the type of business; absent
or unrealistic cash-flow projections.

Strategic

10

Over-ambitious growth strategy; non-responsive to small
inefficiencies.

Operational and marketing

10

Inappropriate channels of distribution; ageing production techniques.

6

Regular stop payments on creditor obligations; increase in short-term
requests for cash flow purposes.

Verifier determinant

Banking

12.2 Findings linked to Proposition 2:
Verifier determinants are used to
inform decision making
Once the subjects understood the concept of
verifier determinants (the unit of investigation)
and what the researchers were looking for,
they could easily describe the ‘tools’ they
applied to confirm relevant issues and
elaborate on why and how they used them.
They could then contribute more information
about the usage of the different verifier
determinants. This section is supported by two
anecdotal evidences to explain the role of the
verifier determinants in practice.

The nature of verifier determinants appears
to be less rational and logical, and more
intuitive and experience based. While this
might appear to be counter to proper decisionmaking principles, this study shows the praxis
of how it really happens in practice when
practitioners face decision-making situations.
In one anecdote, a subject arrived at the
premises of the business under rescue and
observed several cars with ‘personalised’
number plates parked outside. This verified the
‘super cars and toys’ under the management
category of determinants, and further
investigation confirmed large outflows into car
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leases for family members – an expense
outside the business focus.
In another anecdote, the subject visited the
factory shop and overheard the shop assistant
informing a customer that he could not pay
with a credit card as this was a cash shop only.
Under the financial category it represented
‘pricing and discount verifiers’, and later
proved to be linked to deliberate pilferage from
the business as well as false write-offs.
As with the above, the subjects could share
case examples of how they used the verifier
determinants to assist their further analysis and
eventual decision making. Much support was
thus found for Proposition 2.

12.3 Findings linked to Proposition 3:
Verifier determinants can inform
the rescue plan
Subjects reported that their rescue plans were
informed by the verifier determinants. The
verifier determinants act as key focus factors in
the rescue plan. As a case-in-point example,
after overhearing the cash store-only remark,
the subject appointed a forensic auditor to trace
the stores impact on the cash shortage, leading
to the finding of several millions of rands(1$ =
8+rand) fraud. This informed the rescue plan
to include a proper accounting and control
system pertaining to the shop, as well as a
daily banking instruction. As the verifier
determinants confirm causes of the decline, it
follows logically that they have a direct
relation to the key focus areas of the rescue
plan. Support for Proposition 3 was therefore
established.

12.4 Findings linked to Proposition 4:
Verifier determinants save time in
the rescue process
Subjects regularly used the slang term ‘quick
and dirty’ to explain their initial analysis and
confirmation procedures that involved the
verifier determinants. They use the ‘quick and
dirty’ short cut to make, at the earliest possible
point in time, a ‘proportionate judgement’
related to the category of verifier determinants
involved. They report that they make the early
decision based on the verifier and thereafter
follow the standard analysis (focused due
diligence) procedures required by policies of
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their institution. On the basis of the early
decision, they can however act pre-emptively
in the strategies that they select for the rescue,
as ‘time is of the essence’. ‘For me,’ one
subject stated, ‘it is damage limitation tricks
that I use; you dont have time to play with.’
The role of verifier determinants seems to
be accentuated during the early analysis phase
of the turnaround process. The ‘non-factual’
nature of the verifier determinant contributes
to the initial short-cut approach. Therefore, the
researchers found support for the proposition
that verifier determinants could save time in
the rescue process.

13
Discussion and conclusions
The discussion expands on some key
observations about the existence of verifier
determinants as a concept, and the use of
verifier determinants during analysis of a
rescue situation and creation of the rescue
plan.
Firstly, the subjects confirmed that early
warning signs do exist, as well as confirming
the general categories as described in the
literature; namely, management, financial,
operational/marketing, strategic and banking
warning signs. During interviews, they would
use phrases such as ‘Ratios are worsening’ and
‘There is a management problem’. Subjects
could identify the early warning signs with
relative ease from the case material provided
and could easily speculate about the potential
causes for them. When probed/challenged
about how they would confirm these early
warning signs, they identified the need for
visiting the venture and interviewing the
owner/manager as well as staff members.
They therefore had to reflect on previous
experiences to identify what they would use to
verify their ‘suspicions’. This need for the visit
and interview suggests that alternative
indicators are used as verifier determinants
(compared with the basic warning signs
themselves) and this is therefore a key finding
of this study.
Secondly, the nature of the verifier determinants that the subjects used varied from
rational relationships between elements, to
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perceived connections, to personal biases that
appeared to have no relationship to the issues
they were linked with. Nevertheless, these
were the constructs that subjects identified.
The financial verifier determinants were
favoured by most of the respondents as being
of high importance. This was to be expected,
as the research was conducted in a financial
institution and was probably related to the
specific requirements under which subjects
operated. Furthermore, financial verifier determinants are largely measurable.
Thirdly, while the verifier determinants
could be categorised, there were individual
verifier determinants that could easily belong
to more than one category, which suggest the
borders between categories being vague in
many cases. ‘Not analysing internal financial
information’ as a verifier determinant could
easily be construed to verify poor management,
though it was grouped under financial
verifiers. Several of the verifier determinants
have a similar characteristic. Nevertheless, the
importance of the correct category is
secondary to the fact that these specialists do
use verifier determinants, both consciously and
subconsciously, to improve their analyses of
the situations and consequent decision making.
Finally, the verifier determinants are often
interrelated and indirectly connected. In the
case of the cash store quoted above, the
following subject statement serves as a good
example of the interrelatedness. ‘When
arriving at the premises of a filing enterprise
for the first time, I saw several motorboats and
water skis (super toys) standing in the yard. I
knew that the business was small and
wondered about where the money came from.
The comment in the cash store confirmed the
other verifier determinant and directed the
investigation’. Often management and financial
verifiers are somehow connected.
The study begins to pave the way for rescue
practitioners to become aware of the useful
application of alternative ‘tools’ to overcome
the liabilities of turnaround managers, as
described by Pretorius and Holtzhauzen
(2008). It has proposed practical tools that
could be taught to address the liability of data
integrity in particular.
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13
Implications, limitations and
future research
To generalise using the results of nine
specialists only may appear inappropriate.
However, the case studies allowed for
comparative evaluations and some interesting
convergence between subjects. The richness of
data through the experimental design confirms
the complexity of turnaround situations, their
analysis and the decision making involved
during strategising to create a rescue plan.
Future research should attempt to replicate the
study with rescue practitioners under Chapter 6
or confirm the use of the identified verifier
determinants through quantitative analysis.
Secondly, the qualitative nature of the data
is subject to the perceptions and interpretations
of the researchers and their research interests,
despite all their attempts to be objective.
Further research should focus on seeking to
quantify data collection by expanding the
research strategy to include survey analysis.
Thirdly, the absence of measurable and factual
details meant that the interpretation depended
mainly on the subconscious and unconscious
interpretations of factors based on the interpretations and experiences of the subjects. One
should see the findings in this context.
Although the researchers could not generate
deterministic facts for practitioners to use, they
did identify some interesting directives for
further research.
Fourthly, even though the subjects could not
prove any relationships between verifier determinants that they used and the factual
turnaround situations, the existence of such
verifier determinants is undeniable. Rather
than the use of such ‘irrational’ tools being
opposed, they should rather be embraced but
with the necessary caution.
Finally, the implications of this research
point towards the value of experience for
rescue practitioners. The question that arises is
how to gain these experiences unless one is
directly involved in business rescue. Future
research should look into the quantification of
the verifier measurements through factor
analysis to determine the use of elements under
each verifier.
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