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Introduction

Under present-day conditions, the problems of
risk management are of great importance for all
subjects of market economy and especially enterprise.
The reason is that in the midst of the dynamically
changing internal and external environment, the
strengthening of globalization tendency and influence
of the global crisis to the national economics, any
economic activity and especially the business field of
activity faces many risks. These risks are different in
place and time of origin, internal and external factors
generating them, levels and methods of their
identification, measurement, analysis, management
and prevention.

The remarkable thing is that the risk carries the
uncertainty factors. These factors can be landmark in
the business activities of any economic subject.

Enterprises also run many kinds of risks. It should be
emphasized that no one of these risks can be mastered
completely. Under market relations, the issues of
assessment and financial risks considerations become
topical. In addition, these problems assume special,
independent theoretical and applied meaning as an
important principle of the theory and practice of
financial and risk management. Risk-taking is an
integral part of business corporation activities. They
can carry on successful business only in case when the
risks they take are rational, and fall within their
financial and resource capacity [1]. The assets of
enterprise have to be quite liquid to cover any variety
of resource outflow, expenses and losses, and also to
provide at least a medium profit level for the
shareholders. In order to achieve these goals the
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enterprises should find not so easy balance between
the capacity for risks operations and aiming for them.

Material and Methods.

Under the existing circumstances with the aim of
studying the features and methods of effective risk
management in the context of financial crisis and
elaboration of the measures aimed at their
minimization in their activity the enterprises should
accomplish the following tasks:

- To conduct a deep analysis of the modern
condition of the risk management methods for
determination of the effective risk management
principles;

- To explore the international practices of risk
management and expose the possibility of its
implementation in Azerbaijan;

- To analyze the factors influencing the
formation and development of the risk management
policy of enterprises and organizations;

- To elaborate  recommendations  on
assessment of the financial risks level and decrease of
it.

Realization of these tasks will let improve the
financial management quality and to provide
optimization of the risk management processes. As it
is known all varieties of risks are interdependent and
interconnected to each other, and usually in
summation they influence the enterprises. One of the
most important element of the market risk is a
currency market. In an enterprise the level of market
risks, increase much in the period of staggers on the
currency market [2]. Now such kind of situation is
reviewed in the Azerbaijani business activity sphere.
The reason is a dramatic US dollar exchange rate in
comparison with local currency. Since February 2015,
the real exchange rate for Azerbaijan manat decreased
almost 2.18 times in comparison with the USD.

The analysis, systematization and generalization
of the national and foreign scientific literature on
classification of risks emerging in the enterprise
process shows that in present the uniform
classification of these risks does not exist. The
complexity of risk classification is explained by the
risk variety first of all and formation of their new types
with the development of the market relations and
increase of their interdependence. There is also no
scientifically — grounded  recommendations on
determination of a specific risk level acceptability in a
specific situation [3;4;5;6;7]. In our opinion, the most
concrete of all existent risks classifications is its
division on the types in accordance with the following
criteria:

> For the formation reasons: a) subjective; b)
objective;

» For the formation level: a) level of a separate
employee; b) level of management; c) external level;

» For the formation time: a) retrospective; b)
current; c) perspective;

» For the risk degree: a) low; b) medium; c)
high;

» For the type of client: a) corporate customer;
b) governmental organization; c) private sector
person;

» Depending on prediction method: a) scale
assessment; b) probabilistic assessment;

» Depending on risk distribution in time: a)
constant; b) periodical; c) short time;

» Depending on present of ability and risks
management facilities: a) controllable; b) low
controllable; 8) non-controllable;

» Depending on development nature: a) risk of
no profit; b) default risk and etc.

In current times the issues of development and
implementation of the progressive risk management
methods hold a valuable place in the enterprise [8;9].
Confirmation of this is the in-depth development of
regulatory documents in regards of the issues of risks
management, financing, credit facility, provision of
short-term and long-term liquidity [10]. But along
with this it is early days to talk about the fact that the
methodology of risk assessment and risk management
in enterprise of our country is at the appropriate level.
Both the normative base and the procedures of risk
management are very often not effective in real
conditions, and this forms obstacles on the way of
creation of the practical mechanism of enterprise
management in a whole.

It should be noted that the notion of
‘entrepreneurial risk’ occurred in the activity of Azeri
enterprises in the beginning of 90-ies of the previous
century in the result of transition to the development
of market relations in the country. However even now
many books on enterprise do not cover the issues of
risk management despite of the critical importance of
this problem. But it is also worth to note that many
western risk management methods meant for the
management by the classic characteristics of pursuit
of activities of economic entities are not effective in
conditions of our country. There is also an urgent
problem of absence of the ready human resources and
the generally very low level of use and culture of risk
management in enterprise and organizations. Of
course, we cannot say that the notion of risk
management is unknown for the management activity
of our enterprisers. There exist the systems of
monitoring and assessment of the risks in enterprise,
but they are not brought to a common denominator,
which is based on creation of risk management
technology.

Besides, it have to be noted that the risk
management concerns the activity of small, medium
and large business. These aspects are strongly marked
in financing of entrepreneurial activity. There are
different characteristic features of the small, medium
and large enterprise development. Thus, the size of the
enterprise, their scope of activity also influence the
role of these structures in the market economy.

Philadelphia, USA

63

I2 Clarivate
Analytics indexed



ISRA (India)  =4971  SIS(USA)  =0912 ICV (Poland)  =6.630

; IS1 (Dubai, UAE) = 0.829 PHUHII (Russia) = 0.126  PIF (India) =1.940

Impact Factor: g (australia) =0564 ESJI(KZ)  =8.716  IBI (India) = 4.260
JIF =1500 SJIF (Morocco) =5.667 OAJI (USA)  =0.350

Reviewing the developement factors and main
tendencies of the small business abroad the following
conclusions can be drawn:

1. State and non-state support for small
business in most countries of the world dominate in
economic policy, and with this the decreasse of risk
level is reached by means of division of the enterprise
risks. Azerbaijan should use the world experience, and
should use the successful models by developing the
small business and analyzing its support. They should
be accepted taking into consideration the national,
area, climatic, economy, infrastructure characteristics
in accordance with the gathered knowledge and skills.

2. The experience of European Countries, USA,
Canada, and also the samples of constantly developing
economy in Japan, China and Taiwan is more fruitful
for Azerbaijan.

3. To our opinon the more preferable directions
to support small businesses in Azerbaijan can be as
following:

- Involvement of small enterprises in the
implementation of government orders; maintaining a
list of specific tasks (services) for small businesses;
involvement of small business in the state conversion
program;

- Focus on the franchising and subcontracting
development and integration of small, medium and
large businesses;

- Support of the scientific researches of small
enterprise, return of the mechanism of concession to
the scsientific research and development activity, for
the purpose of dicrease of the innovation risks here,
including the scientific researches of small companies
to the discounted credit istitutions and production of
science-intensive products;

- Support and development of the venture
mechanisms of the enterprise financing;

- Educational activities in the field of small
business. Creation of training centers, educational
institutions under state and commercial structures;

- Support of the export activity of the small
enterprise;

- Insupport of the small enterprise forming the
conditions for using the alternative budget sources
while financing, such as implementation of resources
use to the practice by forming of privileged conditions
for activity of social organization, large enterpise and
successfull businessmen;

- Formation of the state and nonstate mutual
aid funds, mutual insurance society and mutual
activity companies;

- Development of the modern information
technology, formation of the inequilateral information
base for different level users, research of the small
enterpise ctivity on the local and foreign market for
bussiness and its support;

- Regional development of small business,
decentralization of support and developemtn of the
enterprise.

There is another attitude to financing and
financial risks management in the large enterprises.
Usually the same tools are implemented to finance the
large operatons for taking control over the companies
and to attract the financing. But there is fundamental
difference between their use. Thus, under the classical
attractiveness of the finance in production it is
understood that form the point of view of organization
of any production process the investment are needed
the company [11;12]. For example to develop the
manufacturing of a new product the enterprise needs
to conduct the acquisition of intellectual property
right, bring and set the equipment, construct a new
plant and carry out the organizaation of maufacturing.
The structure of joining and acquisition operation can
radically change the business of the company: this
competitives acquisition operaton can be directed on
horizontal or vertical integration by the fundamental
change of the production nomenclature. At the time
the fundamental changes can take place in the assets
and stock value of the companies, and as a result the
new financia risks generalized with the funds market
mechanisms can occure. It means that such companies
also base on the new principles of the risk managment
system.

The development of enterprise activity in
Azerbaijan, the realiztion of their economic potential
depends on capability to meet the demand for money
and financing terms. The formation and development
of the enterprise activity is be funded through the
extra-budgetary resources such short-term and long
term credits, non-budjet funds and etc. Determination
of the priority directions in the national enterprise
development, provision of target financing from the
state budget of the reasonable perspective projects,
creation of the juridical base in the enterprise
development, formation of the advantageous business
environment creates conditions for economical
growth [13;14;15;16]. Generally while approaching
this issue from the point of view of the enterprise
relations it can be assessed as the result of improving
of the state- entrepreneur relations development and
cooperation relations (between the finance andother
types of enterprisse). The basis of additional finance
for enterprise development is determined by the funds
by the State Budget allotted to the enterprice
development (National Fund of Entreprise Support),
funds alloted to stimulation of the labour power and
main resources of the enterprice profit, and capital
investments of legal body and private entities of the
foreign countries directed to the production.

The legality between the credit resources and
enterprise is regulted by the requirement and offer
laws. Financing of the enterprice developement by the
State Budget is determined by the funds allocated by
the budget expences. The income increse of the State
Budget plays a role of real resource for increase of
state funds to help in enterprice financing. From this
point of view the effect strengh between the growth
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rate of the country economy and increase in budget
revenues is determined namely bt the funds allocated
to the different enterprise type and the level of its
rational use. As the country's economy develops, it
will be possible to increase the funds allocated from
the State Budget to the Entreprise Support Fund. The
credit policy being one of the main directions of the
state regulation of an enterprise plays a large role.

It is worth to note that the current situation in the
field structure of the enterprise do not meet the
requirements of the economic development of
Azerbaijan. The tendency of entrepreneurship
development is observed maily in the oil and food
industry. It seems fair to say that the light industry is
away from thr enterprise activity. Thus, the demand in
products of this field in Republic is satisfied mainly
due to the imported products. The potential of private
enterprises in mechanical engineering, chemical and
other industries is not realized. The analysis shows
that the enterprise is mainly formed in Baku, Sumgait
and Absheron in general. 99% of foreign companies
are located in Baku. Last years the enerprises in Baku
grow rapidly. The wrong location of the enterprises,
impractical and irrational use of raw materials, labor
and financial resources affect adversely the regionl
enterprise. Upon main indications of the enterprise the
level achieved in the country is falling behind the
developed countries. The trade, public catering, and
construction have been remaining to be the main fields
of small enterprises activity in Azeerbaiijan for long
years. The large and medium enterprises are
concentrated in the fields where industrial production
requires large capital investments. The number of
private enterprises in science and education, new
technologies production field is very low.

The analysis shows that in 2005-2014 years the
was observed a growth in credits invested into
economics and investment volume as a whole. But
since 2015, there has been a downward trend in these
indicators. The 56% of the original capital are formed
by internal resources, and 44% by means of foreign
resources. Today in Azerbaijan the main mechanism
of state support of the the enterprise is the issue of
credits on easy terms by way of Natonal Fund of
Enterprise Support). During last 4 years this Fund
granted to the enterprises a credit for more that 1
billion manats. In order to provide and improve the
enterprise developement under current conditions it is
necessary to switch the prosses to the more effective
regulation methods. Within this context special
opportunities and differences should take into account
the priorities of the social-economic development of
the country, region and population as a whole, as well
as of the social-demographic groups. In many
countries the entreprises uses government support as
a special form of economic activity to create
employment and open new work places. The
economic  organizational mechanisms of the
enterprise support is possible with the regulation

mechanisms and unions which they created as an
econoic subject. Being the main aim of the regulation,
GDP growth is formed by rational organization of
economics and in terms of the role of entreprise in
meeting the demand of the population for goods and
services. The organizational structure of the state
regulation of the enterprise is more wide notion than
state administrative regulation of the enterprise. The
tax economic mechanisms of regulation are also the
method or form of enterprise activity regulation. The
entreprise activity which underlies the economy based
on the free market principlels is directly related to the
state political, economic, legal and material support in
all countries. The economic literature often refers to
the creation of favorable conditions for small and
medium-sized enterprises when it comes to
government support for entreprise development.

Not depending on the forms of enterprise activity
the solution of issues demanding such regulations as
encouraging investment in all areas, ensuring
employment of the population, maintaining the
overall level of prices, provision of the economic
growth, and redistribution of income is considered to
be the direct responsibility of the state. The aim of the
state support is characterized by the measures on three
definite directions: 1) advisory monitoring of the
process in the early years of the formation of new
entreprises; 2) financial support to the new created
enterprise structures or implementation of any
privileges (especially in tax system) and 3) provide
technical, scicentific-technical or technological
assisstance to the enterprise structures with the small
finance. According to business structures, the state
support continues until their transition from small to
large enterprise.

Conclusion

Thus, the enterprise development support will
become more important as one of the priority
directions of the economics policy of the country in
Azerbaijan in the nearest future, and all these are
reflected in many state programs, alongside with the
strategic roadmaps [17;18;19;20]. The development
of entreprise, increase of state support for it,
protection of the rights and legitimate interests of
entreprises, elimination of artificial barriers to the
development of entreprise are always in the center of
interest. For this reason with the aim of developement
of the enterprise in the country and further expand of
the measures taken in the field of state support for
entreprise during last eyars the special State Programs
and Decisions were accepted and significant work has
been done to improve the legislation, creare an
infrastructure, increase of the preferential financial
support, and protect of the rights of entrepreneurs. As
the result the role of entrepreneurs in the country
increase, and they become one of the leading power of
our society. Alongside with this it is important to pay
more attention to a number of issues:
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e Raising the state financial support for
entreprise  development in Azerbaijan to a
qualitatively new stage, the necessity to increase the
rationality of consecutive actions in this area, and also
the current level of the investment demand of the
enterprise subject requires more development of the
present mechanisms in this filed;

e prevention of risks arising in the field of
financing, decrising of their affect, risk divisions on

References:

1. Abasova, H. A. (n.d.). Sovremennye metody
upravlenija finansovymi riskami.  Molodoj
uchenyj. Tom.1, Ne 1-2 (13), pp.149-152.

2. Brejli, R., & Majers, S. Principy korporativnyh
finansov. Per. s angl. N. Baryshnikovoj.
(p.1008). Moscow: Olimp-Biznes.

3. Babajceva, I. K. (2006). Jekonomicheskie funkcii
gosudarstva i mehanizm ih realizacii v uslovijah
rynochnoj jekonomiki. Diss. d-ra jekon. nauk.
Saratov, p.436.

4. Balabanov, I. T. (2010). Analiz i planirovanie
finansov hozjajstvujushhego sub#ekta. (p.241).
Moscow: Finansy i statistika.

5. Demkin, I. V. (n.d.). Ocenka integrirovannogo
innovacionnogo riska na osnove metodologii
Value At Risk. Retrieved 2019, from
https://www.hse.ru/data/666/974/1224/Demkin
Lpdf

6. Zajkov, V. P. (n.d.). Teorija i metodologija
upravlenija finansovymi potokami. Diss. d-r
jekon. nauk. Sankt-Peterburg, p.374.

7. Lamben, Z. Z. (1996). Strategicheskij
marketing. Evropejskaja perspektiva / Zh. Zh.
Lamben; per. s franc. (p.589). SPb.: Nauka.

8. Kovalev, A. |, & Privalov, V. P. (2010). Analiz
hozjajstvenno-finansovoj dejatel'nosti

predprijatija. (p.317). Moscow: Finansy i
statistika.
9. Lukasevich, I. J. (2010). Finansovyj

menedzhment. (p.768). Moskva: Jeksmo.

10. Senchagov, V. K., & Gubin, B. V. (2015).
Sovremennye sistemy razvitija finansovoj
sistemy v uslovijah globalizacii. Sovremennye
tehnologii upravlenija, Ne3(57), pp. 51-59.

11. Bahtijarly, V. 1. (2012). Razvitie i finansirovanie
malyh promyshlennyh predprijatij
Azerbajdzhana v uslovijah rynka. Avtoreferat
diss. kand. jekon. nauk. (p.31). Baku.

the innovation projects and reorganization of the
insurance system should be completed,;

e it is necessary to clearly determine the
priority directions of financing of the enterprise in
condition of indeterminacy and risk taking into
consideration the acceptance of adequate long-term
measures and etc.

12. Efimova, O. V. (2013). Analiz finansovoj
otchetnosti. (p.451). Moskva: Omega-L.
13. Aliev, T. N. (2016). Innovacionnoe razvitie

promyshlennosti Azerbajdzhana: neftehimija.
(p.232). Moskva: «Ralmarium academic
publishingy.

14. Aliev, S. T. (2010). Vazhnejshie determinanty
ustojchivogo razvitija jekonomiki
Azerbaidzhana. (p.196). Baku: «Elm».

15. Alieva, R. V. (2016). Problemy
sovershenstvovanija jekonomicheskih
mehanizmov ustojchivogo razvitija neneftjanogo
sektora jekonomiki Azerbajdzhana. Avtoreferat
diss. d-ra filos. jekon. (p.28). Gjandzha.

16. Nadirov, A. A., et al. (2003). Jekonomika
Azerbajdzhana. (p.344). Baku, «Jelmy.

17. (2014). Gosudarstvennaja Programma po
razvitiju promyshlennosti v Azerbajdzhanskoj
Respublike na 2015-2020 gody. Utverzhdeno
Rasporjazheniem Prezidenta Azerbajdzhanskoj
Respubliki ot 26 dekabrja 2014 goda, Ne 964,
p.31.

18. (n.d.). Koncepcija razvitija «Azerbajdzhan —
2020: vzgljad v budushhee», p.41. Retrieved
2019, from
https://president.az/files/future_ru.pdf

19. (2016). Strategicheskie dorozhnye karty o
razvitii finansovyh uslug v Azerbajdzhanskoj
Respublike. Utverzhdeno Ukazom Prezidenta
Azerbajdzhankoj Respubliki ot 6 dekabrja 2016
goda.

20. (2016). Strategicheskie dorozhnye Kkarty po
nacional'noj jekonomike i osnovnym sektoram
jekonomiki. Utverzhdeno Ukazom Prezidenta
Azerbajdzhanskoj Respubliki ot 6 dekabrja 2016
goda.

Philadelphia, USA

66

2 Clarivate
Analytics indexed


https://www.hse.ru/data/666/974/1224/Demkin1.pdf
https://www.hse.ru/data/666/974/1224/Demkin1.pdf
https://president.az/files/future_ru.pdf

