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The aim of the article is to define the essence of the risk management process in the context of formation and implementation of the enterprise strategy
and develop an algorithm for strategic decisions-making considering the risk factor. The article reveals the essence of the concept of “risk” in the context of
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Kanycmuuk C. K. YpaxysaHHa pakmopa pusuky npu npuiiHammi
cmpamezivyHuX piwieHb Ha nionpuemcmei

Memoto cmammi € 8U3HaYEHHA CYMHOCMI MPOUECY YrpasaiHHA PU3UKamu
npu GopmyearHi ma peanisayii cmpamezii nionpueMcmea, @ MaKox pos-
pobKka anzopummy MPUlHAMMSA CMpPameziYHUX pileHb 3 YPaxy8aHHAM
(hakmopa pu3uky. PO3Kpumo cymHicme MOHAMMA «PU3UK» Y KOHMeKcmi
po3pobku cmpamezii po3sumky Komnaii. Y pesyabmami 0ocnionceH-
HA HOOGHO BU3HAYEHHA CMPameziyHo20 pusuKy i onucaHuli npoyec (ioeo
i0eHmueikauii. Ha ocHosi cy4acHux meHOeHyili pusuk-meHeoXHmeHmy i
Kpumu4Ho20 aHanizy cmandapmy dedepauii esponelicokoi acoyiauii pusuk-
meHeoxepis (FERMA) 3anponoHosaHo demanbHo ob6rpyHmosaHul, moe-
manHuli anzopumm npuliHAMMA cmpamezivHux pieHsb Ha MionpUeEMcmai 3
YPaxXys8aHHAM (paKmMopa pu3uKy, Wo 00380/A€ 8CMAHOBUMU B30EMO38 A30K
MiX Mpoyecamu ynpasniHHa pusukamu i po3pobKoto cmpameaii po3sumky
KomnaHii. Ompumanri pesynemamu, 8 nepcrekmusi noOAAbLWUX HAYKOBUX
docnioneHs, NAaHyEMbCA 8UKOPUCMOBY8AMU Npu po3pobuyi memoduyHozo
nioxody 0o ynpaeniHHA pu3uKamu 8 MPoyeci cmpameziyHo20 ynpaeniHHA Ha
nionpuemcmeax mawuHobyoisHoi 2any3i YkpaiHu.
Kntouosi cnosa: cmpameziuHi pitweHHs, cmpamezis po3gumky nionpuem-
cmea, cmpameziyHull PU3UK, PU3UK-MeHedMMeHM, YnpaeniHHA nionpuem-
cmeom.
Puc.: 2. Taba.: 1. bi6a.: 11.
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Kanycmuuk C. K. Yyem hakmopa pucka npu npuHamuu cmpameauyecKux
peweHuii Ha npednpusmuu

Liensto cmameu Aenaemca onpedeneHue CyuHoCmu npoyecca yrnpasaeHus
pUCKamMu Mpu hopMUPOBAHUU U Peanuayuu cmpameauu npeonpuamus,
0 MaK#e paspabomka an20pUMMA MPUHAMUA CMPamMeauyveckux peue-
Huli ¢ ydemom ¢hakmopa pucka. Packpeima CyuwjHoCMb MOHAMUS «PUCK»
8 KOHMeKcme pas3pabomku cmpameauu pazeumus KoMnaHuu. B pesynb-
mame uccnedosaHuA OaHO onpedesneHue cmpame2uyecko2o Pucka U onu-
CaH rpouecc e2o0 udeHmugukayuu. Ha ocHose cospemeHHbix meHOeHYul
PUCK-MEHeOHMeHMA U Kpumu4eckoeo aHanusa cmaxoapma dedepayuu
esponelickoli accoyuayuu puck-meHeoxepos (FERMA) npednowmeH de-
masneHO 060CHOBAHHBIL, MO3MANHYLIU a120pUMM MPUHAMUS cmpameauve-
CKUX peweHul Ha MpednpuamuU ¢ y4emom haKkmopa puckd, no3eoasouul
YCMAHOBUMb B83AUMOCBA3L MEHOY MPOUeCcamu ynpasneHus Puckamu u
paspabomkoll cmpameauu pasgumus KOMNaHuu. [lonyveHHsle pesynema-
mbl, 8 nepcnekmuse 0anbHelWux Hay4HbiX uccnedosaruli, naaHupyemcs
ucnonb308ame npu paspabomke memoduyeckozo M00Xoda K yrpasneHuto
PUCKaMU 8 MPoYecce CMpameau4ecKo20 ynpasneHus Ha npednpuamuax ma-
WwuHocmpoumensHoli ompacau YkpauHel.
Kniouesble cnoea: cmpameauyeckue pewerus, cmpameeus pasgumus
npednpusmus, cmpameauyeckuli puck, puck-meHeoxMeHm, yrpassneHue
npednpusmuem.
Puc.: 2. Tabn.: 1. bubn.: 11.
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nder conditions of globalization of economic pro-

cesses, increasing level of competition and instabil-

ity in the market environment, enterprise leaders
and managers face the problem related to creation of a new
strategic development model or improvement of the exist-
ing one. Considering the impact of many factors of the in-
ternal and external environment the activity of enterprises
can't be fully defined and calculated because it is directly
connected with risk and uncertainty.

A stochastic nature of the formation and implemen-
tation of processes of the enterprise development strategy
leads to the fact that the decisions made are inadequate to
real situation and eventually causes increased or unplanned
costs and losses. In such case, it is necessary to transfer the
situations of uncertainty into risk situations, where possible
factors of costs and losses are reflected in specific objects
and processes of the enterprise activity and can be evaluated
and measured in any way [3, p. 607-608].

Thus, managing the risk factor with the purpose of
retaining a competitive position in the market, providing
competitive advantages and minimizing negative effects
during the implementation of the strategic development
model is a very important aspect in the process of making
strategic decisions at the enterprise.

The problems of studying and managing risk have
been investigated by many foreign economists and sci-
entists from CIS countries, such as: I. Balabanov, T. Bur-
ton, D. Channon, V. Granaturov, G. Kleiner, ]. M. Keynes,
F. Knight, A. Marshall, H. Markowitz, A. Petrov, O. Ustenko,
E. Utkin, V. Vitlynskiy and others. Their works are devoted
to researching the essence of risk, characterization of the
methods for assessing the risk level, construction of risk
management models. Nevertheless, the study of the pro-
cess of managing risks, especially strategic ones, is still a
relevant problem and requires a constant deepening of the
theoretical and practical developments because enterprises
functioning under conditions of market economy operate
in a constantly changing environment, the impact of which
in a view of an inefficient mechanism of risk management
can lead to a loss of competitiveness, enterprise bankruptcy,
various problems in relationships with counterparties and
the state, and other negative consequences.

The aim of the article is to define the essence of the
risk management process in the context of formation and
implementation of the enterprise strategy and to develop
an algorithm for strategic decisions-making considering the
risk factor.

In the strategic decision-making process for all par-
ticipants of the enterprise strategy implementation it is nec-
essary to define what is meant by the concept of “risk”.

A British economist D. Shannon gives the following
definition of risk in relation to the need of business assess-
ment: “Risk is a level of certainty (or uncertainty) related to
the receipt of expected future earnings” 8, p. 107].

N. Vnukova and V. Smolyak define the risk of the en-
terprise’s activity as a phenomenon that occurs at the enter-
prise and is characterized by a possible level of threat to its
production and sales, the consequence of which is expressed
in a failure in obtaining a profit or its shortfall [1, p. 26].
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According to G. Kleiner, in relation to the strategic
decisions-making, risk means a possibility of such conse-
quences of strategic decisions, at which the objectives are
partially or completely not achieved [4, p. 114].

It should be noted, that the definition of the term
“risk” proposed by G. Kleiner is the most generalized in the
context of working out the enterprise development strategy.
As a matter of fact, failure in achieving enterprise strategic
objectives can be expressed in reduction of product sales
and scope of production, certain quantitative losses of re-
source, including financial ones, and, consequently decrease
in the planned revenue.

The author believes that the risks, which emerge in the
strategic decision-making process, implementation of the
business strategy, automatically become strategic. Thus, a
strategic risk is a probability of such events, at which devia-
tion from the strategic objectives or failure to achieve them
is possible. In such case, the enterprise can experience losses,
lose its competitive advantages and face other negative con-
sequences as a result of administrative decisions on the elab-
oration and implementation of the development strategy.

Therefore, identifying and forecasting strategic risks
is required for a successful enterprise management. Such
actions imply the necessity of considering a probability of
unexpected events, which reduce the effectiveness of ad-
ministrative decisions on the strategy elaboration, threaten
the possibility of its implementation in accordance with the
set objectives in the long-term prospective of the enterprise
development.

nitially, the decision makers face uncertainty both in the

external and internal environment of the enterprise in

the process of elaborating the enterprise strategic plan.
By “uncertainty” there meant such a situation, in which the
administrative decision-making takes place under condi-
tions of insufficient information about external and internal
environment factors. In such situation the persons making
a decision on the enterprise development strategy face dif-
ficulties in forecasting possible changes. The uncertainty of
the situation increases a probability of enterprise strategy
failure, makes it difficult to calculate costs and identify risks
associated with strategic directions in the enterprise devel-
opment. Enterprise managers should establish or upgrade
the link between the internal and external environment in
order to obtain the information flow and use it to identify
strategic risks. Thus, the situation of uncertainty will be
transferred into a risk situation, which in view of well-es-
tablished information channels would be more acceptable
for strategic decisions-making. The author thinks that the
process of identifying strategic risks in general can be pre-
sented as follows (Fig. I).

Thereby, after the identification process a portfolio of
strategic risks, which may vary depending on specifics of the
industry, features of doing business and the strategic man-
agement mechanism, is formed at the enterprise.

The “strategic risk portfolio” implies such set of finan-
cial, production, marketing, organizational, legal and other
risks that have a direct impact on the enterprise strategic
development model.
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Fig. 1. The process of identifying strategic risks

Source: developed by the author.

In working out and making strategic decisions, it is
necessary to determine how to avoid or minimize their po-
tential adverse impacts associated with the risk factor, which
may be expressed in the emergence of surplus costs in the
course of implementing the enterprise strategic develop-
ment model; possible losses of material, labor and financial
resources; worsening of the enterprise financial status; par-
tial or complete failure to achieve its goals, etc. Solving this
problem is possible by using a specific management func-
tion — risk management.

he results of a survey conducted by Forbes Insights

research company on the request of a well-known

auditing company Deloitte Touche Tohmatsu Lim-
ited among more than 300 companies from different sectors
of the global economy showed that 81% of respondents said
that they were purposefully engaged in strategic risk manage-
ment. Moreover, most of the companies not only assign the
process of strategic risk management a high priority but also
make changes in their approaches to risk management [9].

L. Lukasevich notes: “nowadays a gradual transition to a
new model of risk management is being observed [5, p. 373].
According to L. Lukasevich, a peculiarity of this transition
is in the fact that “risk management acquires a totalitarian
character and is coordinated within the entire company and
its activities with a simultaneous orientation of managers at
all levels to integrated risk management [5, p. 374].

When talking about a new paradigm of risk manage-
ment, T. Barton, W. Shenkir and P. Walker highlight its main
features as compared with the traditional approach to risk
management at companies. Table 1 presents main features
of the traditional and new paradigm of risk management.

On the basis of the proposed in Table 1 character-
istics of risk management paradigms, it can be concluded
that the risk management approach for some companies
changes from fragmented, episodic and limited models to

286

integrated, continuous and extended ones. Thus, risk man-
agement ceases to be a functional duty only of financial ser-
vices and is carried out continuously under the leadership of
top-managers with support of a majority of personnel and
structural divisions of the enterprise. Under conditions of
the new paradigm, risk management “strengthens its posi-
tion” as a strategically important process of business struc-
tures’ development.

It should be mentioned that under present conditions
ofthe business environment development in Ukraine domes-
tic enterprises generally make changes in their risk manage-
ment approaches — “tackling issues when they arise’, while
international companies focusing on new trends modernize
their risk management mechanisms with the aim of preven-
tive impact on possible negative consequences.

NASA project managers are guided by the idea that
all processes should be based on a continuous risk manage-
ment (CRM) during the project implementation. Besides,
as a supplementary process for CRM they use information
about risk of decision-making (Risk-Informed Decision-
Making (RIDM), which is associated with analyzing data
on important decisions and/or directions concerning their
implementation [10].

According to the Risk Management Standard adopted
by the Federation of European Risk Management Associa-
tion (FERMA), risk management is a central part of enter-
prise strategic management. This process is described as
such one, following which the organization systematically
analyzes risks of each type of activity in order to maximize
the efficiency of each step and all activities in general. Its
main objective is identification, evaluation, analysis and risk
management [11, p. 3].

Thus, the enterprise strategic development model is di-
rectly connected with the process of risk management. There-
fore, it is necessary to identify the most important stages of
risk management in the context of strategic decision-making.
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Table 1

Characteristics of risk management paradigms [7, p. 14]

Old (traditional) paradigm *

New paradigm

Fragmented risk management: each structural unit manages
risks through its individual efforts (in accordance with its func-
tions)

Integrated (united) risk management: risk management is co-
ordinated by top management, every employee considers risk
management as part of his/her functions

Episodic risk management: risk management is carried out when
managers consider it necessary

Continuous risk management: risk management process is unin-
terrupted

Limited risk management: considers primarily hedged and finan-
cial risks

Extended Risk Management: considers all risks and opportunities

for their reducing

*The authors [7] define a paradigm as a methodological approach to company risk management.

t should be noted, that the risk management approach

proposed in the FERMA Standard, from the author’s

point of view, requires a certain clarification. So, it is
proposed to start with the process of risk management as-
sessment by means of analysis, which includes risk identifi-
cation, description, measurement and quality assessment.

The author considers that at the first stage it would
be appropriate to set the objectives of risk management.
Any management decision associated with risk, including
the strategic one, should be purpose-oriented, otherwise,
the absence of an objective makes the management deci-
sion meaningless. Thus, in general, the purpose of risk in
the process of strategic decisions-making is in achieving
the enterprise strategic objective, in particular, such a result
that should be obtained considering the risk factor at imple-
menting the strategic development model.

The enterprise strategic objective can be expressed in
different ways: expanding the business, increasing its com-
petitiveness, maximizing the profits, etc.

At the stage of setting risk management objectives the
enterprise management should solve the following prob-
lems:

1) setting an objective of making a particular strategic
decision considering the risk factor;

2) determining methods for analyzing and forecasting
economic conditions;

3) performing an analysis of the enterprise capabilities
and determine its needs within the framework of the strat-
egy and current development plan;

4) identifying the risk threshold.

The top-management should clearly determine the
level of the enterprise “readiness” to take risks and on this
basis form their risk management approach when elaborat-
ing the enterprise development strategy.

The Standard [11] is oriented to organization of risk
management at a company, but this article proposes to
consider this process in parallel with the strategic decision-
making process simultaneously formulating a common de-
cision-making algorithm based on risk factors.

Thus, the first risk management stage is directly associ-
ated with diagnostics of the problem stage when making a stra-
tegic decision, at which decision-makers determine «problem
areas» and identify unused opportunities of the enterprise,
analyze the internal and external environment information.

The second stage is characterized by identification
and analysis of strategic risks, the information about which
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is obtained by managers from the enterprise external and
internal environment. At this stage it is necessary to per-
form a qualitative and quantitative analysis of strategic risk.

The FERMA Standard prescribes the following: “Risk
estimation can be quantitative, semi-quantitative or quali-
tative. Different organizations will find that different mea-
sures of consequence and probability will suit their needs
best” [11, p. 10].

In this regard, it is appropriate to define the essence of
qualitative and quantitative risk estimation.

The purpose of the qualitative analysis is to define
the risk impact area (financial strategy, marketing strategy,
manufacturing strategy, etc.), external and internal factors
affecting the level of the identified strategic risks. The quali-
tative risk estimation involves setting a target in terms of
quality. For example, «minimal risk», «moderate risk», «ul-
timate risk», «unacceptable risk». The quantitative analysis
involves calculating numerical parameters of the impact
level of risks and probability of their occurrence [2, p. 147].

We can observe the interrelation of this stage with
the strategic decision formulation stage, at which decision-
makers having identified and analyzed strategic risks, have a
possibility for making decisions related to choosing alterna-
tive strategic ways of company development.

fter conducting the risk estimation, the Standard pro-

poses to provide internal reporting about the risk to

various levels of the organization management (Board
of Directors, a structural unit, an individual employee), on the
basis of which the decisions are made, and external reporting —
to contractors. Measures to reduce the risk are implemented
after decision-making with a subsequent formation of risk re-
porting in order to make possible changes [11, p. 11].

The author believes that one stage of risk estimation
is missing for strategic decisions-making. Thus, at the third
stage of the enterprise risk management it is suggested
choosing risk impact methods, namely: rejection of a risk
situation, reduction of the risk level, risk acceptance.

Rejection of a risk situation could be understood as
refusal from strategic decision-making. This risk impact
method is the most simple and radical, which in today’s
business environment is ineffective. On the one hand, it
avoids possible negative consequences but at the same time
it also means rejection of profit, inability to strengthen the
market competitive position and implement the enterprise
strategic development project. In such situation there is a
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probability of enterprise stagnation as a result of losses from
unused opportunities for business development.

Reducing the risk level involves decreasing the prob-
ability and scope of losses, deviation from the enterprise
strategic objective.

In economic literature scholars emphasize the follow-
ing four types of methods to reduce risks [3]:

+ method of risk aversion;
+ risk localization method;
+ risk dispersion method;
+ method of risk remedy.

The first method actually is identified with the rejec-
tion of a risk situation and seems almost ineffective within
the framework of strategic management. Companies that
use such risk impact method refuse from innovative and
other projects, feasibility or effectiveness of which is even
of the slightest doubt.

Management on the basis of risk localization involves
formation of special structures implementing risky projects
within an enterprise. This method is appropriate to be ap-
plied in a situation when sources of a strategic risk have al-
ready been identified. Such risk can be considered as a con-
trolled one, which will enable reducing its level.

The localization method should be used while de-
veloping new markets, implementing innovative projects.
These strategic decisions will be administered by a special
unit, which will be in charge of managing risky projects.
There is also a possibility of registering a subsidiary, at
which there will be carried out (be localized) the most risky
stages of implementing parent enterprise projects. In a situ-
ation of so-called “weak signals” related to the strategic risk,
we consider it to be inappropriate to make the restructuring
and reorganization of the enterprise.

The dispersion method implies enterprise activities
diversification and consists of allocation of risk among other
participants in the business. In this case, to reduce the level
of its own risk, the enterprise attracts to solving common
problems other businesses as partners.

hus, while diversifying the activities, the strategic

risks that existed initially are allocated considering

the time and different business sectors. Depending
on the industry features and particular strategic develop-
ment models the risk can be significantly reduced or com-
pletely eliminated. The involvement of other companies
while developing a common approach to risk management
will have a positive impact both in terms of managing the
overall strategic risks and in the context of establishing ad-
ditional business contacts in various industries including
foreign markets. Application of this method is more prefer-
able for large businesses and transnational corporations.

In today’s business environment using the risk disper-
sion method for small and medium-sized enterprises is hard-
ly probable in view of inaccessibility of sources of financing
for alternative directions of business development. For such
enterprises this method may be applied only partially within
the framework of the principal activity, with participation of
companies operating in the same market segment.

The risk remedy method implies designing the enter-
prise development strategy, which minimizes the risk factor.
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It involves creation of a mechanism for preventing dangers
by a thorough analysis and creation of system of reserves,
by which it is possible to get partial or total coverage of en-
terprise losses during the implementation of a particular
strategic model. The author admits that this method should
certainly be used in enterprise strategic risk management
considering features of the industry and the strategic plan-
ning mechanism of a particular enterprise.

ile taking the risk, managers consider it accept-

able for the enterprise, i.e. such one that fulfills

the quality criteria — «minimal», «moderate» and

«ultimate». In this case, the enterprise carries all responsi-

bility for possible losses and failure of the strategic plan. Of

course, there is a possibility of transferring a part of risk to the

3rd person, for example — insurance companies, but consid-

ering difficulties in forecasting strategic risks, most of them

remains for the enterprise, at which decision-makers carry
responsibility for probability of negative consequences.

Thus, based on the selected strategic risk impact meth-
od, decision-makers implement a strategic decision, which
was formulated at a preceding step or, in the case of selecting
the risk aversion method — refuse to implement it.

At the final stage of risk management when making
strategic decisions at the enterprise, there implied continu-
ous monitoring considering correction of the objectives of
managing strategic risks depending on the current situation.

It should be noted, that the stage of controlling the ex-
ecution of strategic decisions is directly associated with the
monitoring of strategic risks, under the influence of which
the correction of the enterprise strategic development ob-
jectives is possible.

Thus, the analysis of sources [2; 3; 7; 11] allowed the
author to formulate his own point of view concerning the risk
management process in enterprise strategic decision-making.
The proposed algorithm, in the author’s opinion, corresponds
to the new paradigm of risk management because it involves
management of the strategic risks portfolio, that is — extend-
ed risk management in the enterprise strategic management
framework. Monitoring, making possible changes, including
correction of the enterprise strategic development objective,
characterize this process as a continuous one.

When developing and implementing the strategic
plan, orientation to fragmented risk management is inap-
propriate. Such process is characterized by integrated risk
management, which involves most of structural units and
personnel of the enterprise — from top-managers (solving
the key and most difficult issues, coordinating the process)
to the middle management and other employees (under
the delegated authority), who manage strategic risks, de-
velop recommendations on its minimization with the aim of
achieving the enterprise strategic development objective.

The scheme of the enterprise strategic decisions-mak-
ing process considering the risk factor is presented in Fig. 2.

CONCLUSIONS

New trends in risk management determine the transi-
tion to integrated, continuous and extended risk manage-
ment processes, as evidenced by the practice of their appli-
cation in different industries of the world economy, interna-
tional companies and organizations.

BIBHECIHOOPM N2 3 2016

www.business-inform.net



http://www.business-inform.net

External
environment

< Uncertainty

Information channel

Internal
environment

[m——— e T e
I . .
: | stage tﬁf?)?c?;;;]r?q > Setting risk management objectives
|
I Determining “problem areas” 7
| and identifying unused
: opportunities
——— === e I = =
[m————— T
|
| llIstage Forming a strategic N| Identifying and analyzing
: decision v strategic risks
I
| N
| Qualitative and
I Selecting alternatives guantitativeassessmentof
: to strategic development therisk level
I < |
b= e =t !
|m———————————— T e — —— — —
| .

| lll stage Implement|ng_ < > Selecting a risk impact method

| > the strategic decision

[ A N v

| —

I Risk acceptance Re;ectl.on of the

I risk situation

| y

| Reducing the risk

| level

| v Refusal from

| v v v implementing the

: Localization Dispersion Remedy Aversion strategic decision

|

I_ | I |

e —
|

IV stage Controlling the strategic < > Monitoring, considering correction of
decision implementation the objectives of managing

Correcting the enterprise
strategic development objective

the strategic risks

Achieving the strategic objective
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Source: developed by the author on the basis of the sources [2; 3; 7; 11].
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This article describes the process of strategic risks
identification, which implies such risks that emerge in stra-
tegic decision-making, business strategy implementation.

During the study there has been identified the need
to clarify the risk management approach, which is proposed
in the Standard of Federation of European Risk Managers
Association (FERMA). Based on the results of the research
there has been proposed a methodical approach to enter-
prise strategic decision-making considering the risk factor,
which allows determining the interrelation between pro-
cesses of risk management and elaborating the enterprise
development strategy.

Further scientific researches should be aimed at de-
velopment of a methodical approach to risk management
in the context of strategic decision-making at enterprises of
the machine-building complex of Ukraine. L
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