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Purpose: article is devoted to problem of risk and corporate activity and
their definition. Discussion: the term risk management does not yield to
simple definition. The terms risk and management offer some clues on
content, although without prior knowledge, few would accurately guess the
subject matter from the title. Certainly risk management is more specific
than the title would have us believe; only some risks will be managed
under our subject umbrella. Results: we proved that the class of risks does
have distinguishing characteristics that set it apart from other forms of
corporate risk, although in trying to achieve precise definitions, researchers
find many poorly fitting cases. Despite these difficulties in formalizing a
definition for our subject matter, authors have captured its general flavour.
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1. Introduction

Many activities undertaken by an individual or a firm do not have a predictable
outcome, e.g. the return from investing in a stock, the wages resulting from labor
contract negotiations, the outcome of an auction for a government contract, the
future demand for a newly marketed product, the outcome of research in new
products, etc. At best, they can identify a range of outcomes for such events and
give some indication of the likelihood or probability of each possible outcome.

The lack of predictability of outcomes may be termed risk. We hold the
view that Risk, in this sense, does not imply that outcomes are adverse, only that
they are not known in advance. Thus, risk includes the possibility that the result
may provide a pleasant surprise; e.g. an investment may yield a higher than
expected return.

2. Results

From such a working definition of risk, it is apparent that corporate activity
is replete with risk and that risky activity can be classified:

1. Marketing risk. The demand for a firm’s products depends on many
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factors that may or may not be within the control of the firm, e.g. product design,
promotion, general income levels, price, price of competing and complementary
products, consumer tastes, changes in government regulation of trade in the
firm’s products, etc. Such influences combine to cast a thick veil of uncertainty
about a firm’s future demand [3].

2. Financial risk. The cost of providing and maintaining capital for a firm
is subject to capital market fluctuations. In recent years, both debt and equity
costs have been subject to considerable fluctuation [6]. Financial risk may be
modified by particular corporate decisions; for example, an increase in corporate
debt will often increase the default risk on old debt and enhance the variability of
stockholders’ returns [9].

3. Resource management risk. In the production process, the firm brings
together specific resources. The productivity of these resources is subject to risks
of varying nature. The cost of resources is subject to changes in price, resources
may be withdrawn from the production process (as in strikes), resources may be
subject to sudden physical impairment or destruction (such as fire, explosion,
etc.), and resource use may be beneficially or adversely affected by technological
change, etc. [1].

4. Environmental risk. Risk may arise from the incidental interactions
between a firm and its environment. For example, corporate operations, such
as ownership of property and operation of vehicles, may expose the public to
certain dangers for which the firm has a statutory or common-law liability. Also,
government regulation other than that having a specific product or industry
basis, such as zoning laws, may impose contingent costs on the firm or result in
unexpected benefits, etc [4].

So, this classification of risk is, perhaps, arbitrary and the types of risk
defined are neither mutually exclusive nor exhaustive. It serves merely to suggest
that typically a firm is subjected to a wide variety of risks [2].

In monitoring the total performance of a firm, the collective effect of these
various risks is important. In its continuing activity, the firm hopefully earns a
profit for its owners.

Against the backdrop of diverse corporate risks, risk management writers
have sought to isolate a particular class of risks that is the object of their attention.
Perhaps the most enduring classification was given by Mowbray (1930):

Speculative risks are those that offer the firm a chance of gain or loss.
Such activities are usually undertaken in the hope of gain, although the range
of possible outcomes includes those that will register to the owner an economic
loss. Pure risks are those that offer only the prospect of loss. Thus the possible
outcomes from activities or events exhibiting pure risk range from zero to negative
[8].

From the examples of corporate risk given earlier, risks can be identified as
either of a speculative or of a pure nature. Marketing risks are usually speculative.
The marketing of products or services is an indispensable ingredient in the
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entrepreneurial process, since the firm is in business to make a profit. Demand
changes can either decrease or increase corporate earnings. Similarly, changes in
the regulatory posture adopted by the government can either increase corporate
earnings (by shielding the firm from competition) or decrease them (by removing
impediments to competition). Another example of speculative risk is the capital
gains or losses the firm experiences on its holdings of physical or financial assets.

So, the terminology pure risk is quite unfortunate because it does have
normative overtones. Indeed, one might reflect on the curious paradox that such
purity of risk often leads to moral hazard. No doubt, the intended connotation
is that risk is generally understood to be adverse in quality and that pure risks
concentrate on adverse events [5]. While the definition of pure risk does capture
the ‘flavour’ of risk management risks, the definition is not very tight. Two
borderline examples have been noted by Dennenberg and Ferrari (1966). Credit
risk refers to the prospect of bad debts on the firm's credit accounts [2]. Certainly,
a bad debt is a loss to the firm. However, if the activity giving rise to the risk of
bad debts is defined to be the extension of credit, such activity may be said to
exhibit speculative risk [7]. The extension of credit is used as a marketing device
to stimulate product demand. Thus, liberal credit may lead both to higher sales
and more bad debts. A second borderline example is the prospect of a strike.
Although a strike usually results in financial loss to the firm, this may not always
be the case. During a period of excess capacity, a firm can possibly achieve more
effective cost savings through a strike than trough layoffs [10].

In conclusion, risk management does have well-defined responsibilities
in the areas: the protection of corporate property; the safety of employees,
customers and third parties. Often, risk management is also defined to include
other employee benefits, such as life insurance and health insurance.

So, the concept of pure risk gives a rough guide to the content of risk
management. Our feeling for the subject matter might be enhanced by describing
the evaluation of the subject.
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PHCK H KOPNIOPATHBHAA
NEATENDbHOCTD: ONPEEJIEHHE

KnoukoBa Hatanumsa BnaguMupoBHa, A-p 5KOH. HayK, npod.
KonbuoBa EneHa AnekcaHapoBHa, KaHA. Gpuon. Hayk, Aou.
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Llenb: cTaTbsl NOCBSLLEHA OMpPefeneHuio NMOHATUIN «PUCK» U «KOopropa-
TUBHAs AesTENbHOCTL>» . OOCY)KAEHME: KaTeropus «ynpasieHue puckamMmm»
MHOrOM/IaHOBa U He NOAAAETCA OAHO3Ha4YHOMY onpeaeneHuio. OTAenbHO
B3STble MOHATUS «PUCK» W «yrnpaBreHue» MO3BOMSIOT COCTaBUTb JIMLUb
MOBEPXHOCTHOE MpeACTaBfiEHNE O CyTWM pacCMaTpvBAEMOMN KaTeropuu,
MOHWMaHNe KOTOPOM HEBO3MOXHO 6e3 AeTanbHOro M3ydeHuns npobnemsi.
TepMUH «ynpaBfieHne puckammn» BecbMa cneumdmryeH U, COOTBETCTBEHHO,
NpeanpUHSATLIN aBTOPaMU NMOAXOZ K UCCNeA0BaHMIO 3aTparnBaeT nLlb He-
KOTOpble acneKTbl PUCKOB, OCTaBNsAsA 3a paMKaMu U3y4YeHUst cuctemaTuye-
CKMe PUCKM U UX NOCNeACTBUs. Pe3y/ibTaTel: aBTOpaM yAanoch A0Ka3aTh,
YTO KNacC pacCMaTPUBAEMbIX PUCKOB MMEET psifi OT/IMUUTENBHBIX CBONCTB
OT MHbIX NPeAnpUHUMATENBCKUX PUCKOB. HECMOTpSt Ha TPyAHOCTW, CBSI-
3aHHble C onpeaeneHreM KOUYEBOro NOHATUS Hallero NccneaoBaHusl, aB-
TopaM yAanocb 0606WMTb KaTeropuasnbHbli annapar.

KnroueBble cnoBa: yrpas/ieHne puckamu, YNCTbIN pUCK, KOpnopaTtnBHas
dKTUBHOCTb.
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