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Abstract: In these few years, the rapid change of global economic environment has increased the
occurrence possibility of financial distress. Therefore, to build up an appropriate financial
distress diagnosis model has become a very important task in industry. The objective of the
proposed study is to investigate the performance of enterprise distress diagnosis by integrating
the artificial neural networks with discriminant analysis technique. In addition to the financial
capital indicator, the intellectual capital (IC) indicator is also included in the model to measure
the assets of companies. The results from the present study indicate that the proposed
combined approach predict much accurate and converge much faster than that the
conventional neural network approach. In the other words, a neural network takes a long time
to achieve an accurate result without a good initial estimate from discriminant analysis
approach. Moreover, we find out that the diagnostic correctness of enterprise distress is
significantly influenced by both traditional financial indicators and IC indicators.
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