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The factors which cause the high level of instability and uncertainty of functioning of the subjects of an economy in
current conditions are researched. The essence of risk management, based on identification and assessment of risks and
development of measures for minimization and neutralization of negative effects of the risks is considered. The importance of
identification of the threats and interests of the subject of entrepreneurship as a key element of risks assessment is proved.
The methods of minimization of financial risks are systematized and their theoretical and practical aspects of use are
determined.
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Jlocriodceno paxmopu, wjo cnpuduHioOms 8UCOKUIL pigeHb HeCMIUKocmi i HegusHaueHocmi ynKyionyganns cyo’ckmis
EKOHOMIKU Y CYHACHUX YMOBAX 20CNO0APIOBAHHA. Y3a2aNbHEHO CYMHICMb YNPABTIHHA PUSUKAMY, WO DA3YEMbCs HA i0enmu-
ixayii 1t oyinyi pusuxie ma po3podyi 3ax00i6é w00 Minimizayii ma netimpanizayii neeamusHux HActiokie pusukie. O6IpyH-
mosano sadicausicme ioenmuikayii 3a2po3 i inmepecia cy6’€Kma nionpUEMHUYMBA K KII0Y08020 eNeMeHma OYIHKU PU3i-
kig. Cucmemamu3o8ano memoou Minimizayii Qinancoeux puzukie ma 6u3HAYEHO IX MeopemuKo-nPuKIaoHi acnekmu
BUKOPUCTAHHA.

Knrouogi cnosa: pusux, cucmema ynpagiinna puzuxamu, ioenmuikayis pusuxie, oyiHKka pusuKis, inmepecu, 3a2po3u,
Memoou OYIHIO8AHHS PUZUKIB, MINIMI3AYis pUBUKIE, HeUMPAani3ayis pusuKie, YHUKHEHHs PUSUKY, JLMINY68AHH KOHYEHMPayii
PUBUKY, PO3NOOIN pUBUKIB, CAMOCPAXYBAHHSL.

Puc.: 1. Tabn.: 2. Bién.: 7.

Hccneoosanvl pakmopul, Komopbie 8bi3b18al0M 6bICOKULL YPOGEHb HEYCMOUYUEOCIU U HEONPEOeeHHOCU QY HKYUOHU-
posanus cyObeKmos IKOHOMUKU 8 COBPEMEHHbIX YC08UAX xosaticmeosanus. Obobwena cywHocmb ynpaeienus puckamu,
OCHOBAHHAA HA UOEHMUDUKAYUU U OYeHKe PUCKOB U pa3pabomKe Mep no MUHUMUZAYUY U HeUmPanu3ayuu He2amueHolx noc-
nedcmeuil puckog. O60cHo8aHA 8ACHOCHb UOEHMUDUKAYUU YePO3 U UHMEPeco8 CYObeKma NnpeonpuHuUMamenscmeda Kax
KI04e6020 21eMenma oyenku puckos. Cucmemamusuposansl Memoobl MUHUMUIAYUL DUHAHCOBBIX PUCKO8 U ONPeOeNeHbl UX
meopemuKo-npuKIaoHble ACneKmbl UCHOIb308AHUL.

Knroueswie cnosa: puck, cucmema ynpasnenus puckamu, UOeHmu@uKkayus puckos, oyeHka puckos, UHmepecyl, y2po3oi,
MemoObl OYeHKU PUCKOS, MUHUMUZAYUS PUCKOS, HEUMPANU3aYUs pUCKos, usbezanue pucka, IUMUmuposane KoHyeHmpayuu
PpucKa, pacnpeoenenue puckos, Camocmpaxosanue.

Puc.: 1. Tabn.: 2. Bubn.: 7.
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Target setting. The modern Ukrainian economy is characterized by considerable
uncertainty of the key factors of functioning and development, such as political and legal,
social and economic, territorial, sectoral, natural and geographical, demographic and others.
In addition, the activity of the Ukrainian economic entities is determined by a high degree of
instability and uncertainty, caused by such negative factors as:

- the information infrastructure which is necessary for the development of new
technologies, production of the innovative products, entry into the new non-traditional
markets and expansion of existing ones, is not developed well;

- structural imbalances of the national economy, which are caused by separation of the
financial sector from the production sector, instability of the ratio between accumulation and
consumption, growth of the imbalance between savings and investments, high rates of
physical and moral wear of industrial, transport and other potentials, significant changes in
the composition and structure of a banking system, etc.;

- a gap of economic relations with occupied territories of Ukraine, loss of a part of natural
resources and energy which were used for domestic production;
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- loss of a part of seaports, resources and other above-mentioned circumstances have
caused redistribution of cargo flows and influenced on expenditures of the economic entities,
and consequently, on the results of an internal and external economic activity;

- high inflation rates and exchange rate fluctuations during recent years have increased the
degree of risks and reflected negatively on functioning and opportunities of development of
the economic entities on the micro, meso and macro levels.

As a result, the economic entities have a need for making management decisions which
are able to minimize adverse threats and risks of an external and internal environment.

The risk management system is a key element of management and allows predicting and
reducing the negative impact of risks on activities of the economic entities in conditions of the
unstable and uncertain environment. Therefore, theoretical and practical problems of
development and implementation of the effective methods of minimization and neutralization
of risks, including financial, become very important in the current economic conditions.

Actual scientific researches and issues analysis. The problems of risk management are
in the center of attention of the scientific research of the numerous domestic and foreign
scientists. In particular, the fundamental works in the field of risk management are presented
by papers of such scientists as S.I. Anokhin, M. Chekulaev, J. Keynes, H.B. Kleiner,
F. Knight, M. H. Lapusta, A. Marshall, O. Morgenstern, L.N. Tepman, K. Redkhed and
others. The scientific and practical aspects of risk management of industrial enterprises of
separate branches are developed by foreign and domestic scientists, namely
P.A. Fatkhutdinov, P.H. Hrabovyi, V.M. Hranaturov, H.B. Kleiner, O.O Kulikova,
A.Iu. Popova, M.A. Rohov, O.S. Shapkin, V.L. Tambovtsev, N.M. Vnukova and others. The
features of the risk management of the industrial enterprises are reflected in works of
I.T. Balabanov, I.A. Blank, N.A. Brehin, Iu. Brihkhem, O.V Chuhunov, H.B. Kleiner,
O.A. Lobanov, V.P. Savchuk and others. These and other scientists also research the origins
of risks, carry out their classification and analysis, and consider various options and ways of
their complete or partial neutralization and compensation.

Uninvestigated parts of general matters defining. The analysis of the published
researches in the outlined sphere allows noting the fundamental nature of works in the field of
the theory of risk and their theoretical and practical character which is shown in the
development of the system and the policy of risk management and in the application of a large
number of various methods of their minimization and neutralization.

The urgency of the problems in risk management on a global scale led to the creation of
Risk Management Standards which were the result of joint efforts of the Institute of Risk
Management (IRM) [1; 2; 3], the Association of Risk Management and Insurance (AIRMIC),
the International Risk Governance Council (IRGC) [4], the National Forum for Risk
Management in the Public Sector (ALARM) [5].

At the same time, Ukrainian entrepreneurs just begin to realize the importance of timely
identification, assessment and neutralization of financial risks, and scientific works in this
sphere have mainly theoretical and methodological character and are based primarily on
international experience which requires adaptation to the specific conditions of development
of Ukrainian economy. In particular, it concerns the methods of minimization and
neutralization of risks, and it proves the need of carrying out researches in this sphere and
causes the purpose of this scientific work.

The purpose of the article is the theoretical and practical research of the methods of risk
management in the financial sphere and determination of the features of their use in modern
conditions of functioning and development of economic entities.

The statement of basic materials of the research. Risks are an integral part of
functioning and development of any economic entity regardless of ownership and sphere of
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activity. However, expressed aspects determine specific features of risk management,
including financial, of such economic entities.

Financial risk management consists in identification and assessment of risks and
development of the system of measures for minimization of negative effects of risk events
which occurred. Identification of risks represents detection and documenting of all types of
possible risks of economic entities, connected with each specific transaction and activity in
general [6; 7]. Risk assessment is a scientifically based process which consists of
identification of dangers / threats, characteristics of detected threats and qualitative and/or
quantitative determination of the amount of their influence on the functioning and
development of the economic entity.

In our opinion, it is reasonable to systematize detected threats according to interests of the
economic entity like in Tables 1 and 2. The risks need to be in the spotlight both owners and
business administration.

Table 1
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Source: created by the author.

Nowadays in Ukraine the interests of business owners, administration and employees
often clash that reduces the effectiveness of an economic entity and increases the number of
losses caused by negative effects of risks. Therefore, identification and systematization of the
economic entities interests become more actual and require specification. Structured interests
and threats will allow using resources of the economic entity more efficiently, developing
balanced risk management policy and creating tactical and strategic development plans.

The most important indicator that allows assessing the security of an economic entity from
threats of the environment and determining the level of financial and economic security is a
risk level that is calculated by means of specific methodological tools, which provide a
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qualitative and quantitative assessment and allow solving related specific tasks of activity
management of the entity.

Qualitative risk assessment consists in the analysis of sensitivity of financial results to
change of key parameters of activities in the conditions of uncertainty and instability of the
market, namely a risk of a deviation of actual data from planned, requiring a quick response.
Quantitative risk assessment determines probability of emergence of risks and influence of
their effects on functioning and development of the economic entity that helps top
management to make appropriate decisions of tactical and strategic nature.

In the system of measures for ensuring steady functioning and development of the
economic entity an important place belongs to minimization and neutralization of financial
risks. Development of measures for neutralization of risks covers several stages (Fig. 1):

1) research of the factors which influence on functioning and development of the
economic entity;

2) setting the maximum acceptable level of risks on specific transactions related to the
operating (main), investing and financing activities of the economic entity;

3) determination of the directions of neutralization of negative effects of the certain types
of project risks;

4) selection and use of internal mechanisms of neutralization of negative effects of the
certain types of financial risks;

5) selection of forms and kinds of insurance of the certain types of financial risks;

6) assessment of neutralization of financial risks.

MINIMIZATION / NEUTRALIZATION OF FINANCIAL RISKS

stages of minimization / neutralization of financial risks
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internal mechanisms of neutralization of financial risks

Risk aversion - consists in
development of such internal
measures which completely
exclude a specific type of
financial risk (e.g., refusal of
long-term agreements,
rejection of use of the loan
capital in considerable
amounts, etc.)

Limitation of concentration
of risk - generally used for the
types of risks which are
beyond the permissible level,
namely, for transactions which
are carried out in the zone of
critical or catastrophic risk
(realized by establishing the
appropriate internal standards,
etc)

Risk sharing - based on
partial transfer of risks to
partners on specific
transactions (e.g., risk
sharing between

Self-insurance (internal

insurance) - based on reservation

of a part of resources by the

enterprise that helps to overcome

the negative effects of those

participants of a certain
investment project,
between the enterprise and
suppliers of raw materials
and materials, etc.)

transactions on which these risks
aren't connected with actions of
contractors (e.g., formation of the
reserve (insurance) fund of the
enterprise, creation of the target
reserve funds, etc.)

Other methods of internal
neutralization of risks
include obtaining certain
guarantees from contractors,
reducing the list of force
majeure in contracts with
partners, providing
compensation of possible
financial losses by means of a
system of penalties, etc.

Figure 1. Essence, stages and mechanisms neutralize financial risks
Source: created by the author.
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Within mechanisms of neutralization of financial risks, it is possible to allocate external and
internal ones. External mechanisms connected with the implementation of external insurance,
hedging (as a kind of insurance), diversification of investing and financial activities, acquisition of
additional information that will allow predicting, considering and reducing an impact of market
risks, etc. Internal mechanisms of minimization and neutralization of financial risks involve use of
such main methods as risk aversion, limitation of concentration of risk, risk sharing, self-
insurance and other methods of internal neutralization of risks (Fig. 1).

Each of these methods has its advantages and disadvantages that define the practical
aspects of use of these methods and mechanisms. In particular, external insurance is the most
widespread method which doesn't require additional time-consuming, however assumes
availability of additional costs in the form of insurance premiums; hedging allows fixing
profits at a certain level, but limiting receipts of an additional profit; diversification allows
earning an additional profit, but the wrong choice of an object of diversification is possible
and it can cause essential losses; risk aversion and risk limitation can provide a certain level
of income, but often makes impossible to obtain an additional profit. In general, the
advantages and disadvantages of each method should be considered in combination with the
specific object of a research.

Conclusions and results. Despite a large number of publications on financial risk
management, many aspects of the components of management remain a subject of long and
heated debates that led to the choice of the theme of this scientific research. Risks accompany
any activity of an economic entity, at the same time each economic entity has its own set of
individual risks. The identification and assessment of risks, detection of threats of functioning
and development of the economic entity in the context of its interests can minimize and
neutralize some of the risks that are able to cause the loss of profit (income and capital). The
author offered the systematization of interests and threats that will increase the level of
financial and economic security and minimize the financial risks. Besides, the stages of
minimization of financial risks and mechanisms of their neutralization were generalized.
Furthermore, the main problems which don't allow making a full estimation of the effects of
minimization of the influence of a certain type of risk on the effectiveness of functioning and
development of the economic entity are determined, the solution of which will become a
subject of future researches.
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