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MANAGEMENT OF BUSINESS RISKS OF WHOLESALE COMPANIES

This article describes the peculiarities of the formation and modeling of the enterprise risk management
system in modern conditions. The main purpose of the research is further development of theoretical and
methodical principles and development of practical recommendations aimed at improvement of management of
business risks of wholesale enterprises. The critical analysis of literature sources and approaches to solving
problems of enterprise risk management testifies to the lack of attention of scientists of the present-day to the
investigated problem in the sphere of activity of enterprises of wholesale trade. The urgency of this problem is
caused by the existing losses of wholesale companies due to imperfect management as a result of the influence of
various business risks. The methodological basis of the research is the system of methods used to obtain the final
results: theoretical generalization, scientific abstraction and comparison — to deepen the essence of the concept of
“business risk”; analysis and synthesis, grouping — for classification of business risks in the sphere of wholesale
trade; methods of analysis, synthesis and logical generalization — to obtain conclusions during determination of
the state and problems of realization of business activity in the sphere of wholesale trade of enterprises of Ukraine;
systematic approach — for improvement of system of management of business risks of enterprises of wholesale
trade on the basis of commercial values. The object of the research is the business risk in the wholesale trade
environment. In the article the further development of the risk-based apparatus has been made, the negative
consequences of the impact of business risks on the activities of the wholesale trade enterprises have been clarified,
the enterprise risk management system of the enterprises has been built, which will reflect an integrated approach
to its realization, practical recommendations on the formation of a model of management of business risks of the
wholesale trade enterprises on the basis of commercial values. The results of the survey can be useful for business
structures, which are focused on improving the management of business risks.

Key words: business risk, business risk management system, business risk management model, wholesale
trade, enterprise.

YIPABJITHHSA MIINPUEMHULbKUMHU PUSUKAMMU OIAMPUEMCTB ONITOBOI
TOPI'IBJII

Y miif crarti po3kpuUTO 0coOMHMBOCTI (OPMYBaHHS Ta MOJCIIOBAHHS CHCTEMH YIPaBIiHHS
HIANPUEMHULIIBKUMH PU3UKAMH MIAMPUEMCTB y Cy4aCHUX yMOBaxX. OCHOBHOIO METOI0 JOCIIKEHHS € TO/IaNIbIINit
PO3BUTOK TEOPETHKO-METOJIUYHUX 3aca] i po3poOJIeHHS NPaKTUYHUX PEKOMEHJalid, CHPSIMOBAaHUX Ha
YIOCKOHJICHHS YIPABIIHHS MiANPUEMHUIILKUME PU3UKaMU MIAPUEMCTB ONTOBOT Toprieii. Kputinunuii ananiz
JTEpaTypHUX JDKEpel Ta MiAXOAIB 110 BHPILICHHS NpOoOJeM YNpaBiiHHS MHiANPUEMHHLIBKUMH PH3HKAMH
MiATIPIEMCTB CBITYHUTH PO HEIOCTATHICTH yBAard BUEHUX CYYaCHOCTI O JOCIIKYBaHOI pobieMaTuku y chepi
JISUTBHOCTI MiATIPHEMCTB OINTOBOI TOPTiBIi. AKTyalbHICTh JaHOI MpoOJEeMH 3YMOBJIECHAa HAsSBHHUMH BTpaTaMiu
MiANPUEMCTB ONTOBOI TOPTiBJII 4Yepe3 HEJIOCKOHAJE YIPaBIiHHA SK pPE3yJIbTaT BIUIMBY PI3HOMaHITHUX
HiANPUEMHUIBKAX PH3HUKIB. METOMOJOTIYHY OCHOBY JOCITIJDKEHHS CTaHOBHTh CHCTEMa 3aCTOCOBAHMX JIUIS
OTpPHUMaHHS KiHIIEBUX PE3yJbTATIB METOIB: TEOPETHYHOTO y3araJbHEHHS, HAyKOBOI abCTpakuii Ta MopiBHAHHA
— JUIS TIOTIMOJICHHS CYTHOCTI HMOHATTA “TiANPUEMHUIBKUN PU3MK’; aHANi3y Ta CHHTE3Y, I'PYIMyBaHHS — JUIs
knacugikanii MANPUEMHUIBKAX PHU3HMKIB y cdepi onToBOi TOPriBii; METOIM aHali3y, CHHTE3Y 1 JIOTi4HOTO
y3araJbHEHHss — JUId OTPUMaHHS BHCHOBKIB IIiJl 4Yac BH3HA4YEGHHS CTaHy Ta IpoOJeM 3IiMCHEHHS
MiATPUEMHUNBKOI iSUTBHOCTI B cepi OMTOBOI TOPTIBII MiANPHEMCTB YKpaiHW; CHUCTEMHHH —  JJIA
YAOCKOHAJIEHHS CUCTEMH YIPABIiHHS HiANPHEMHUIBKIMI PU3UKaMU ITiIIPHUEMCTB ONITOBOI TOPTIiBII Ha 3acajax
KOMepIiHNX [iHHOCTEeH. 00’ €KTOM IOCTIHKEHHS € M IIPUEMHALIBKAN PU3HK B cepi onToBoi TOPriBmi. Y CTaTTI
HaOyB TOAAJBIIOTO PO3BUTKY MOHATIMHUK amapaT pPH3HUKOJOTii, YTOYHEHO HETaTHBHI HACHIAKH BIUIUBY
MiANPUEMHUNBKAX PHU3MKIB HA ISUIBHICTH MIiAMPHUEMCTB ONTOBOI TOPTiBIi, MOOYIOBAaHO CHUCTEMY YHPABIiHHA

81


https://orcid.org/0000-0002-8801-4700
mailto:igor.kryvovjazyuk@lntu.edu.ua
https://orcid.org/0000-0002-8801-4700
mailto:igor.kryvovjazyuk@lntu.edu.ua

EKOHOMIYHHU ®OPYM 2/2023

MiATPHEMHUIBKAMA PU3UKaMH IiIIPHUEMCTB, sSKa Oyne BimoOpakaTw iHTerpoBaHWi mimxix mo ii peasmizamii,
po3po0IeHO TPaKTHYHI peKoMeHAalii moa0 GopMyBaHHS MOJEIN YIPaBIiHHA MiIMPUEMHUIBKAMHA PH3HKAMH
MATIPHEMCTB OIITOBOI TOPTiBIIi Ha 3acagaxX KOMEpLIHHUX HiHHOCTeH. Pe3ynpTaTé HOCHiIKEHHS MOXYTh OyTH
KOPUCHUMH JUIS MiANPUEMHHUIBKUX CTPYKTYP, SIKI OCHOBHI 3yCHJUIS CIPSIMOBYIOTH Ha IOKPALICHHS CHUCTEMH
YIPaBIIHHS MiIPUEMHAIBKIMU PU3UKAMU.

Kniouogi cnosa: nionpuemnuybkuil pusux, cucmema ynpasninia nNionpuEMHUYbKUMU PUSUKAMU, MOOETb
VIPAGNIHHA NIONPUEMHUYLKUMU PUSUKAMU, ONMOSA MOP2I6ILs, NIONPUEMCTNEO.

Introduction. The economic activity in the field of commodity turnover, which includes
the purchase and sale of goods under contracts for delivery in batches for their further sale to the
end consumer through retail trade or for production consumption and the provision of related
services (National Standard of Ukraine, 2005), is one of the most important areas of
entrepreneurial activity in Ukraine. Thus, as of the end of 2021, the volume of wholesale trade in
Ukraine amounted to UAH 3377409.4 million, which is 70% of the total commodity turnover
(State Statistics Service of Ukraine, 2022a). At the same time, the risks for enterprises engaged
in wholesale trade are significant due to the constant changes in consumer needs and the nature
of demand for products, existing threats in the conditions of unpredictable factors, significant
market competition, etc. This requires specialized management of business risks capable of
preventing additional losses during the conduct of such business activities, which is extremely
relevant for today.

This study was carried out within the framework of the research topic “Management
Innovations in the Methodology of Solving Problems of Entrepreneurship Development and
Ensuring Business Excellence” (0121U108254).

Literature Review. The scientific works of many modern scientists are dedicated to the
study of issues and solving problems of business risk management. Thus, a number of scientists
came to the conclusion that business risk should be associated with any field of activity (Lys and
Dziurakh, 2018), additional resource costs, potential opportunities for not receiving income or
profit, conducting activities under unpredictable conditions (Varaksina and Kruhova, 2021). At
the same time, business risk is both “an unfavorable situation that may lead to failure to obtain
the planned results of the enterprise's activities, and its consequences can be quantified”
(Kovtunenko et al., 2018), and the danger of a potential loss of resources or failure to receive
income (Mykhalchuk and Verbytska, 2015; Nazarenko and Sysolina, 2018), failures and
deviations from the goal contained in selected alternatives of entrepreneurial activity (Chupryna,
2012; Kovalska and Kryvoviaziuk, 2018). However, the list of negative consequences of exposure
to risks is open and determined by the specifics of the functioning of enterprises, depending on
the type of economic activity and the set of conditions and factors affecting such activity. The
concept of “business risk” should be considered as a universal category that must be closely
interconnected with risk management processes (Kostyk, 2021), and the entrepreneur is obliged
to assess risks using the available objective information, based on a subjective understanding of
the situation, or combining both methods (Hontareva, 2021). However, unfavorable situations
and the impact of various probable circumstances and conditions can provoke additional losses
and other negative consequences, or additional opportunities or benefits (Stravinska, 2019;
Idobaieva, 2021). Therefore, for more effective management of business risks, it should be
considered as a systemic element that has a hierarchical structure and provides a synergistic effect
for the development of the enterprise (Voloshina-Sidei, 2021).

The mentioned above emphasizes the need for further development of the conceptual
apparatus of riskology, clarification of the negative consequences of the impact of business risks
on the activities of wholesale companies, the importance of building such a business risk
management system of a company that will reflect an integrated approach to its implementation,
and the development of practical recommendations for creating of a business risk management
model for wholesale companies.
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The purpose of the article is the further development of theoretical and methodological
principles and the development of practical recommendations aimed at improving the
management of business risks of wholesale companies.

Methodology. The theoretical and methodical basis of the conducted research is the key
provisions of risk management and entrepreneurship theories. To solve the tasks, the following
methods were used in the work: theoretical generalization, scientific abstraction and comparison
— to deepen the essence of “business risk” concept; analysis and synthesis, grouping — for
classification of business risks in the field of wholesale trade; methods of analysis, synthesis and
logical generalization — to obtain conclusions when determining the state and problems of
carrying out of business activity in the sphere of wholesale trade of Ukrainian companies; a
systemic method — for improvement of the business risks management system of wholesale
companies on the basis of commercial values.

Results. The interpretation of the essence of business risk is multifaceted, and the
analyzed approaches to defining the concept of “business risk” should be combined based on
several characteristics: firstly, risk as a possible danger that negatively affects business activity;
secondly, business risk is indetified with events or situations that cause or may cause the
occurrence of unfavorable events; thirdly, as the activities of business entities to overcome
uncertainty; fourth, as the degree or probability of deviation from the planned result (Table 1).

Table 1 — Critical Analysis of the Essence of the Concept of “Business Risk”

Authors Conceptualization Advantages Disadvantages

Varaksina O., Kruhova A., as the danger of - risk is identified as a key - causes of risks are not

Mykhalchuk A.V., potentially possible, element of business established;

Verbytska K.S., probable loss of activity; - systemic impact of risks

Nazarenko K.M., resources or non- - consequences of risk on the results of business activity

Sysolina N.P., Hontareva I.V. receipt of income. impact are disclosed,; is not determined.

Voloshyna-Sidei V.V. as the degree or probability| - probabilistic nature of - causes of risks are not

of deviation from the risk is indicated; established.
desired result through - the peculiarities of risk
internal and external impact are disclosed.
influence
Kovtunenko Yu.V. as a situation that - relevance of quantitative - does not link the concept to
may lead to failure to |determination of risk impact risk management process.
achieve planned results is indicated
of activity - consequences of risk
impact are disclosed
Lys K.B., as risk arising in any - existence of risk in any - narrow perception of the
Dziurakh Yu.M. types of activity. circumstances and types concept;
of activity is indicated |- nature, consequences, and impact
of risks are not disclosed.
Kostyk Ye.P. as a universal - the cause-and-effect nature - does not provide a clear
category of the impact of risks is definition of the concept;
indicated; - does not specify the manifestation
- relationship with risk of risk as possible deviation of
management processes is |parameters from predetermined ones
disclosed.

Idobaieva A.L. as a combination of - probabilistic nature of risk | - does not link the concept to risk
circumstances and occurrence is indicated; management process.
conditions that can - causes and consequences

cause negative of risk impact are disclosed.
conseguences or

additional benefits

Source: compiled by the author on the basis of (Varaksina and Kruhova, 2021;
Voloshina-Sidei, 2021; Hontareva, 2021; ldobaieva, 2021; Kovtunenko and others, 2018;
Kostyk, 2021; Lys and Dziurakh, 2018; Mykhalchuk and Verbytska, 2015; Nazarenko and
Sysolina, 2018; Stravinska, 2019).
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Taking into account the identified advantages and disadvantages of the essence of the
researched concept, we propose considering business risk as the the conscious possibility,
acknowledged by the subject of business activity, of threats to the loss of resources, income, or
profit. This possibility is associated with the probability of disruptions in its operation as a result
of circumstances and conditions, the consequences of which are uncertain and are reflected in
deviations of management parameters from the basic values.

Considering the drawbacks in defining the species structure and classification of
entrepreneurial risks, as well as the need for their further systematization based on defined
characteristics, we propose our own classification (Table 2).

Table 2 — Classification of business risks in the wholesale trade sector

Claézg,::j?élon Risk Group Types of entrepreneurial risks
Internal Risks | Associated with deficiencies in management systems, organization of functioning
By sources of trade companies
of occurrence| External Risks | Associated with the behavior of counterparties and changes in the influence of
economic factors
By duration |Permanent Risks Risks that have a constant threat
of impact  |Temporary Risks Risks that occur for a certain period of time
Local Trade system risks
Industry Risks associated with the specific of industry development
By scale - - -
of impact Reg_lonal R_lsks that cover the mesoeconomic level
National Risks that cover the macroeconomic level
International Global-level risks
Informational Risks of accumulating and transfer of data on the state of the market
Organizational Risks of concluding and implementing supply contracts
By Technical Risks of supporting a supplier, retail or commercial customer
influencing Investment Risks of uninterrupted investment support for the goods movement process
factors Logistical Risks of inadequate logistical support for the goods movement process
Customer Risks of loss or redistribution of the customer base
Conjunctural Risks of changing demand for products, external environment, competitive pressure
. Supplier Risks of selling goods to wholesale buyers
By risk - - - - -
carriers Intermedlary Risks of trar_lsferrlng ggods through mtgrmedlary channels
Retail trade Risks of selling goods to retail traders
D di Material Risks of resource loss
or??f?g t;/?)?e _Sales_ Risk§ of income.shortfall
of 10ss Financial _ Rls_ks of profit loss
Management Risks of not achieving planned performance results

Source: developed by the author

The occurrence of situations that carry risks can lead to both unfavorable (such as losses,
missed opportunities) and favorable outcomes (for example, profits) (Chupryna, 2012). The
consequences of such impact of business risks in the wholesale trade sector (Table 3) directly
depend on the effectiveness of the company’s response to the factors that caused their occurrence
and spread.

The only reliable means to avoid the emergence of causes and the occurrence of
consequences of business risks in the wholesale trade sector is the implementation of effective
risk management. The process of risk management in modern business conditions should be
based on an integrated approach, which focuses attention on creating sustainable competitive
advantages for the company, provides optimizing risk management costs and improving task
execution (Strelbytska and Bondar, 2011). Ensuring proper integration of the risk management
system into the management system of wholesale companies is also an important aspect, which
requires a corresponding identification of their risks (Kuchmieiev, 2021). Automation of such a
system ensures the optimization of business risk management, which enables the creation of a
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structured list of typical risks, conducting of their analysis, determining risk response measures,
and implementing risk management methods (Kalach and Panchenko, 2021).

Table 3 — Negative Consequences of the Impact of Business Risks on Wholesale Companies

Consequences for Product Manufacturers — Suppliers Suppliers Consequences for Product Buyers
Emergence of product shortages or surpluses Problems in planning procurement processes
Reduction in sales volume Reduction in purchasing volume
Increase in transportation costs Increase in logistics costs
Increase in storage costs Reduction in purchasing volume due to lack of own
funds
Limited opportunities for providing additional services Deterioration in customer service
Financial problems in the activity Deterioration in product policy
Delayed market information dissemination Additional expenses for acquiring information
Decrease in demand for suppliers' products Reduction in customer base

Source: summarized by the author

For this purpose, we suggest the use of such a system of managing business risks of a
company, which will reflect an integrated approach to its implementation (Fig. 1).

Management subjects | Risk management system in the field » Management object
of wholesale trade
v 3 v
Tasks of the risk management Stages of risk management Functions of risk
system in the field of trade in trade management in the field
nf trade
L v v
identification of all risks with data collection and processing methodological
the establishment of a cause- -
and-effect relationship between analysis of the state of trade analytical
them analysis of the trading
environment
assessment of the level of analysis and assessment of requlatory
influence of each of the risks on . ky i the field of trad -
wholesale trade, establishing Hsks In The Iet (;thra . controlling
the importance of each of them assessment of the

effectiveness of risk

development of risk choosing a risk
management options with a set management strateqy

of appropriate technologies selection of risk
depending on the goals of the mananement methads

business and the capabilities of

. implementation of risk
the hiisiness

mananement

Fig. 1. Business Risk Management System in the Wholesale Trade Sector
Source: created based on (Kryvoviaziuk and others, 2018; Kryvoviaziuk, 2022, a)

Such a system should be interconnected with the strategy and tactics of the enterprise that
implements activities in the field of wholesale trade, it should be based on the main statements of
IES 31010:2019 Risk Management — Risk assessment techniques (ISO, 2019).

Further research was conducted on the materials of Ukrainian wholesale companies. An
analysis of the state of their business activity in the period 20142021 revealed: a gradual
slowdown in the development of wholesale trade from 2015 (the growth rate was 25.9%) to 2019
(4.8%); minor changes in the structure of turnover of wholesale companies (Table 4). It was
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established that the current state of business activity in the field of wholesale trade in the
conditions of the spread of the COVID-19 pandemic revealed the growth of turnover volumes at
a much faster rate compared to previous years (by 6.0% in 2020 and 28.0% in 2021). This is
explained by the growing need for faster delivery of essential goods to consumers (Kryvoviaziuk,
2022, b).

Table 4 — Structure of Wholesale Turnover in Ukrainian Wholesale Trade Enterprises

Metrics 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021
rlﬁx\)mlesa'e turnover, 987957.0 | 12442208 | 1555965.7 | 1908670.6 | 2215367.4 | 2322176.9 | 2462558.8 | 3153187.3
- Food products 1046603 | 2242689 | 2527710 | 314047.6 | 356102.8 | 392139.9 | 437577.3 | 490576.1
- Non-food products 793287.7 | 10199519 | 1303194.7 | 15946230 | 1859264.6 | 1930037.0 | 20249815 | 2662611.2

2. Share in wholesale

turnover. % 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

- Food products 19.7 18.0 16.2 16.5 16.1 16.9 17.8 15.6
- Non-food products 80.3 82.0 83.8 83.5 83.9 83.1 82.2 84.4
3. Share of goods sold

produced on the territory 485 46.9 445 43.7 42.0 44.1 42.9 43.3
of Ukraine, %

- Food products 71.4 75.2 76.4 76.8 7.2 75.1 72.6 71.6
- Non-food products 42.9 40.7 38.3 37.2 35.3 37.8 36.5 38.1

Source: summarized by the author based on (State Statistic Service of Ukraine, 2022, b)

The analysis and assessment of risks in business activity using the method of integrated
evaluation have revealed that the greatest threats during the studied period are external risks
such as the emergence of new waves of the COVID-19 pandemic worldwide, significant price
increases in global energy markets, external financing deficits, limited access to international
capital markets, and intensified hybrid threats to Ukraine's national security. Additionally,
internal risks include a potent second wave of COVID-19 in Ukraine, the persistence of high
levels of corruption, slow progress in reforms, and the continued low credit activity of
commercial banks in the real sector. The evaluation of the effectiveness of risk management in
wholesale companies has shown uneven changes in the efficiency level. It was low in 2016,
moderate in 2017 and 2018, high in 2019, and low again in 2020-2021. This phenomenon was
caused by the increasing negative impact of external risks, which led to a deterioration in the
financial performance of wholesale trade enterprises in 2020-2021 compared to 2018-2019.
As a result, urgent management actions are required to minimize the negative impact of risks
on business activity in the wholesale trade sector.

The emergence of new risks and threats capable of undermining the performance of
wholesale trade companies has necessitated the improvement of risk management systems in
business activity. It is recommended to carry out such management on the basis of commercial
values, in particular, focusing on the final result and applying tactics and strategies of active
adaptation to the requirements of potential buyers with simultaneous purposeful influence on
them in unity and interrelationship.

As the practice of functioning of wholesale companies shows, when searching for ways
to improve it, it is important to take into account the following:

1. The effect of economic laws (competition, cost, growth of needs, unity of commodity
and monetary circulation, correspondence of demand and supply, etc.) bears its mark on the
system of formation of economic relations of wholesale market participants (consumers,
competitors, intermediary structures, suppliers and contact audiences). Failure to comply with
laws increases business risks.

2. In order to ensure the best results of the activities of wholesale companies for the
optimization of the trade process, it is important to integrate the efforts of specialists in logistics,
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trade, marketing, controlling, standardization and certification, and management. This will
allow to optimize the risk management system of business activity.

3. Management of the commercial activity of wholesale companies should be carried
out on the basis of value priorities, planning in detail the system of measures and actions aimed
at achieving the established results of commercial activities, ensuring the formation of an
effective system of relations with the participants of the wholesale market.

The tasks set before the company risk management system of wholesale company
simultaneously act as value benchmarks for them. Wholesale companies, like no other subjects
of trade business, are interested in the most effective management of commercial activities.

The model of business risk management of wholesale companies allows to balance the
complex of management decisions at each stage of management, distinguishing the functions,
principles and methods of diagnosing the risks of activity of wholesale companies (Fig. 2).

The introduction of the developed model of the business risk management system of
wholesale companies based on commercial values, built on the specified principles, will ensure a
timely response to risks and form the prerequisites for preventing their occurrence in the future.

Conclusion. The increasing volatility and uncertainty of the economic environment in
which wholesale companies operate has led to significant growth in the risks associated with
their business activity. This caused the need to deepen scientific research in the direction of
improving the management of business risks.

Business risk is proposed to be interpreted as the conscious possibility perceived by the
subject of business activity of encountering threats of resource loss, income reduction, or profit
decrease, which are associated with the probability of disruptions in their operations as a result
of circumstances and conditions, the consequences of which are uncertain and are reflected in
changes in management parameters from their baseline values. The development of a species
structure and classification of business risks in the wholesale trade sector ensures a better
understanding of the negative consequences of their impact on suppliers and buyers of goods.
It was determined that in order to avoid or minimize the impact of business risks, it is necessary
to form a system of managing business risks in the wholesale trade sector that is adequate to
the existing circumstances and conditions. It should have proper functional, organizational, and
methodological support, be based on the main provisions of the National Standard of Ukraine
on risk management.

The analysis of the state of business activity in the field of wholesale trade revealed a
gradual slowing down of its development rates. It is caused by the strengthening of the negative
impact of external and internal risks, among which the spread of the COVID-19 pandemic, rising
prices on global energy markets, a shortage of external financing, a high level of corruption should
be highlighted, strengthening of hybrid threats to the national security of Ukraine. In order to
minimize the negative impact of risks on business activity in the field of wholesale trade, a model
of business risk management of wholesale companies based on commercial values is proposed.
It is aimed at balancing the complex of management decisions at each stage of management,
distinguishing functions, principles and methods of risk diagnosis.

Further research development should be aimed at consolidating efforts in such areas of
business risk management as customers, product portfolio, sales, management, marketing,
personnel, suppliers, competitors, price. This requires, during the implementation of the
business risk management strategy of wholesale companies, taking into account value priorities,
focusing attention on accelerating the sale of goods with minimal costs and ensuring the
achievement of the main economic goal — obtaining profit from commercial trading activities.
During the implementation of the risk management strategy for wholesale companies, it is
necessary to consider value priorities, focusing attention on accelerating the sale of goods with
minimal costs and ensuring the achievement of the main economic goal — generating profit from
commercial trading activities.
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Fig. 2. Model of business risk management of wholesale company based on
commercial values
Source: summarized by the author based on (Kryvoviaziuk and Referda, 2022, a)
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